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The following items are a summary of the public input received regarding the 2020 Water and
Wastewater Rate Study, to date. Additional public input will be provided to Council as the process
continuesandas it is received. Summaries and transcripts may not be word for word. Available
recordings are posted on the rate study webpage at www.tempe.gov/utilityratestudy.

Community Stakeholder Group and Meetings

This year, Municipal Utilities and Neighborhood Services formed an external community stakeholder
group consisting of representatives from each water customer class, including low-income customers,
neighborhood associations, commercial entities and organizations and community organizations. The
Community Stakeholder Representatives for the 2020 Water and Wastewater Rate Study were:

Name and Title, if applicable Customer Class Additional Notes

Chastity Villaverde, La Estancia Multi-family residential Large apartment complex (eight
Apartments meters)

Phil Plentzas, Director FDM Commercial/Industrial Arizona State University

Business Operations

Steve Baxley, Vice President of Commercial/Industrial United Dairymen of Arizona
Operations

Stacy Renfrow, SES Manager Commercial Coca Cola/Swire

Ann Gill, Presidentand CEO of Commercial Chamber of Commerce President
Tempe Chamber of Commerce

Cassandra Olmstead Single Family Large Water User/South Tempe
Julianne Wheeler, Sunburst Farms | Single Family Large Water User/South
Homeowners Association Tempe/HOA President

Bob Kawa, Corona Del Sol Estates | Single Family Large Water User/South Tempe
Delia Story Single Family North Tempe/Irrigation Customer
CarmenlJ. Umeres Single Family Equity in Action Coalition Member

The City and contracted financial consultant, Stantec Consulting, hosted four working stakeholder group
meetings throughoutthe rate study to review, discuss and receive input on the various components of
the process and recommendations. The following pages are a written transcript of the questionsand
comments from the 2020 Water and Wastewater Rate Study Community Stakeholder Meetings.
Recordings of these meetings can be found at www.tempe.gov/utilityratestudy.

Community Stakeholder Group Meeting 1
“Project Introduction & Rates 101” — June 2, 2020

CarmenlJ. Umeres (Stakeholder Group Member) chat question at 25:20:
Why do we have more expensesthanincome? Isn’tthat supposed toresultin bankruptcy?

Kyle Stevens (Stantec) response at 25:33:

That’s an absolute great question. So, fundamentally what we're doing here overa long-term period is
trying to manage our reserve balances. And let me getmy laser pointer back up here and | can show
you exactly the conversation that as we update this next time we’ll wantto be lookingat. Soin this
particular case, what we've identified here is a minimum target that we would like to hold in the utility
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funds which is this black line right here. And whatthat really representsisan amountof fund balance
that we would not like to go below. And that’s mainly because we have ongoing expenses that we
would like to protect against in case they were, we had an unplanned failure or just overall liquidity. It
typically takes three months to bill customers by the time they use the service, you have a bill and then
you get paymentforit. And so, it's very common for utilities to hold some balances in their bank
account to protect against unforeseen circumstances. Inthe case of Tempe, when we’ve updated this
model, what you’ll notice it's a little bit above the target in this beginning period. And so this plan was
craftedin order to spend down some of those balances overa multi-year period, but being very
cognizant of the fact that as we spend those down we're creating this gap between cash outand cash in,
which you're absolutely right in the long-termis unsustainable. But with the 4.25 plan, what we're
trying to do is maintain, in the very outyears here, those expenses and incomes on top of each other so
we do have a sustainable plan and we've been able to get those reserve balances in alignment with the
designated target we have for the utility funds.

Andy Burnham (Stantec) response 27:20:

AndKyle, one thing if | could, this is Andy, to add to that is with utility systems, it is not uncommon to
make set-asides of funds in anticipation of future capital outlays because of just how intensive water
utilities are from a capital investment perspective. It's prudentto make annual set-asides for future
capital investments and then as those investments occur, you can then draw upon those reserve funds
to make the payment forthose capital expenses. And so, that's kind of an important dynamic thatyou'll
see that utilities will have some pointsin theirtime period, you know cash reserves thatthey can draw
on forplanned capital expensesintentionally. Butfundamentally, back to Kyle’s top center chart of
revenues and expenses, from anincome perspective that's why we always want to make sure that that
cash in, the black line, is also above that O and M line, the operations and maintenance expenses, that’s
at the core, operating expenses of the utility. So that's why we track total cash out in orange, which
includes capital, but then also just what our annual operating cost to quote “keep the lights on” so that
we can make sure we have that as wellas ourdebt payments covered.

Bob Kawa (Stakeholder Group Member) chat question at 28:30:
How would you describe the condition of the waterand sewer system?

Andy Burnham (Stantec) response 28:37:

So I may, from a financial standpoint, | can certainly answerthat question. I would say from a financial
standpoint, the condition of the waterand sewer systems is actually quite positive. The reserve
trajectory are the reserves are adequate. They've got some good flexibility that allows us to continue to
make sure income streams are in close alignments with our expenditure profiles overtime. Particularly
on the sewerside, it seems like we're in a very good position there aswell. So as compared to other
utility systems across the country, where you have this type of a stable outlook for sewerand a pretty
moderate outlook forthe water system, | would say from a financial condition standpointit’s very
positive. But, perhaps maybe Terry or Tara could maybe from a physical standpoint describe their
perspective of the physical system or the physical condition of the system?

Terry Piekarz (Municipal Utilities) response 29:37:
This is Terry. Bob, thanks for that question. From a physical condition of the infrastructure, like was
described previously with most otherwater utilities, we have an aging infrastructure as you probably
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know and we've gotthe all the challenges associated with the timing of infrastructure replacement but
also investmentand new infrastructure. | would say, generally speaking, our systemis in good
condition. We are very proactive in terms of assessing conditions from an engineering standpoint,
planning for replacement, planning for repairs and preventative maintenance and that sort of thing. But
the challenge is as we move forward, Tempe, there's many otheraspects to being able to accomplish
certain types of infrastructure replacement work that we have to face and it ends up having an effecton
timing and such, as you can imagine, with development and notimpacting customers negatively but still
beingable to achieve the goals relative to our capital improvement and capital replacement program.
So, generally speaking, I’d say we’re in good condition, our facilities are in good condition, our buried
infrastructure is in good condition, but we have to be cognizant of the replacement needs and our
maintenance programs moving forward. So, | hope thatanswers your question.

Carmen)J. Umeres (Stakeholder Group Member) chat question at 31:01:
In the last two to three years, has the debt gone up or down and how much is that debt?

Kyle Stevens (Stantec) response at 31:10:

Yeah, absolutely I'd be happy to answerthat. So, as you can see onthis chart, and I'll get my laser
pointer back out, one of the elements that we use to fund the capital systemin Tempe is debt. So, in
red hereis the debtfinancing that we’re forecastingin the future for capital. And so basically, we've got
big capital items or big-ticketitems, they have a really long life as well which is a key dynamicof them
and whenwe're investing, as they may last 30, 40 and 50 years in some cases with this infrastructure.
And o, one of the ways that utilities will pay forit is using debtto spread that cost outand have the
repayment overanumberof years which helps us betteralign the benefits of that infrastructure with
the ratepayerstoday and also in the future that’ll benefit. Andso, the debthas increased each and
everyyearthat we've done capital improvements, but | think from a financial perspective the debtis not
anything that we’ve necessarily been concerned with as far as it beingtoo high for these utility systems.
But it's something we track andit’s a key performance indicator for both of these funds on an ongoing
basis. And, ’d have to get the exact numbers Steve, maybe | could follow up with the exact numbers. |
wouldn’twantto talk... if | don’t have the exactone in front of me.

Steve White (Municipal Utilities) response at 32:30:

Understood Kyle and we'll provide those numbers for Carmen. And thanks Terry and Andy foryour
previous response. Bob hasresponded, yes, you answered his question. And | would justechowhat
Kyle was saying thatas we incur more debt, we’re also retiring debt so there is a quite a bit of balance
there with retired debt from bonds that were paying off every single yearversus new bonds that we are
issuing. But we'll getthat information out.

Andy Burnham (Stantec) response at 33:03:

Steve, | was just going to make that very same point. You know, on the slide that Kyle has up for sewer
you can see that exact dynamic play out on the expenses by type. Eventhough we’re issuing more debt
overthis forecast period, we are paying off some of the existing debt at the same time so you can see
that the thickness of that red bar stays generally consistent over the time period. So, we're not
incrementally adding a substantial amount of additional debt service or principal and interest
repaymentrequirements above what we’re paying off. So, we're kind of maintaining a pretty steady
levelof annual principal and interest requirements overthe forecast period.
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Bob Kawa (Stakeholder Group Member) chat question at 33:52:
Does development pay foritself or is it subsidized by the community?

Kyle Stevens (Stantec) response at 33:59:

It's a great question. So, within these models, we have projected thatas new developmentcomes
online, they would pay the applicable system developments fees which are essentially the fees thata
new connection to the system pays based on their expected capacity usage of the system. Andso, to
that degree, each new accountthat’s brand new to the system would pay into this and would pay for
some of that capital that they would use. And then of course once they’re hooked in, they would pay
the ongoing operationalrates that everyone is subjectto that’s connected to the system using water.

CarmenlJ. Umeres (Stakeholder Group Member) chat question at 35:14:
Are there any debt limits that are limiting our ability to make investmentsinthe water system?

Andy Burnham (Stantec) response at 35:30:

So, generally when we look at the debtinstruments for water resource utilities, it depends onthe type
of financing. So, the City has utilized differenttypes of debt with different pledges of revenue sources to
repay that debt with the ultimate source of funds to repay any and all of those debts being the utility
rates. So really, debt doesn't necessarily limit us or, in this case have any additional constraints upon us
otherthan we just have to continue to plan and set our rates to be sufficientto cover ouroperating
expenses and the principal and interest expenses on that debt, in addition to being able to cash funda
certain amount of future investments. So, it really doesn't limit us in our ability to make future
investments. We just have to plan on the repaymentsforthatdebtas we lookahead over a three, five
and ten-yearforecast period.

Julianne Wheeler (Stakeholder Group Member) chat question at 49:42

Tempe has a significant number of agricultural properties. That use is not broken outseparately. Those
properties are treated as single family uses and penalized for water usage, even though the acreage is
the equivalent of that used by severalsingle family homes. Itseems appropriate to make adjustments
as those owners, myself included, are often paying very high property tax rates as well.

Steve White (Municipal Utilities) response at 50:16:
And | think we are going to getinto this a little bit later in the presentation so you might want to address
that later but you can, I'll just send it overto you.

Andy Burnham (Stantec) response at 50:28:

Yeah, thanks. Steve, thisis Andy. | think one thing on that, you know, rate design would be a good place
to maybe elaborate onit. But, this is a good opportunity as we go through cost of service that to the
extentthat, you know, we can and there's interest to look at additional customer classes to the extent
we have the data, you know, we can look at the usage characteristics and configurations and see if from
a cost of service standpoint, it's appropriate to have a different customerclass. So, a good example
would be in Bismarck, North Dakota; they were very interested in looking at some institutional
categories for hospitals and government facilities as a separate rate classification in addition to
churches. So we were able to work with the community to flag those accountsin the systemto
understand who they were and then did the analysis of their usage requirementsto see, you know,
should theyin fact be treated differently from a customer classification standpoint because they're
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usage characteristics and service characteristics were different. So, notwithstanding the pricingelement
of that question that we'll get to in a minute, you know, there is the ability to the extentwe have the
data to look at creating or consolidating customer classifications as part of this process. Sothis may be
something back to you, Steve, that relative to agricultural properties to the extent we canidentify them
and your billing system, you know, from a cost service standpoint, it’s certainly something that we could
look at is part of this study.

Steve White (Municipal Utilities) response at 51:56:

That's a good point, Andy. Andthat is something—not specifically agricultural properties but, lot size
was certainly somethingwe incorporatedinto our 2017 study— but we did stop at, | believe it was
16,000 square feet. So, certainly a good discussion point and a lot of those agriculture properties—
some of them have flood irrigation, some don't have flood irrigation. But now that we have AMI, we do
have a bettersense of usage but we would need land use and do some otheranalysis there to get a little
bit more granular and identify agricultural versus nonagricultural so certainly it's something we can look
in to.

Bob Kawa (Stakeholder Group Member) chat question at 52:48
Has the automated meters decreased the costs to customers?

Steve White (Municipal Utilities) response at 53:00:

It certainly doesn't decrease the costto customers. However, it does provide each customerthe ability
to manage their own water use through the WaterSmart portal and obviously fix leaks and respond to
higherthan normal wateruse. All of that’s in each customer’s controlnow. However, the cost of our
system doesn'tgodown just because we have AMI. It just provides us with more data and analytics to
understand customertrends and be more precise with our cost of service analysis and soforth.

Julianne Wheeler (Stakeholder Group Member) chat comment at 53:40:
Rememberthat we're paying these costs with aftertax dollars, these are not business expenses.

Steve White (Municipal Utilities) response at 53:51:

Andthen, one of the points that | think Julianne had made earlier was ‘it seems appropriate to make
adjustments asthose owners, myself included, are often paying very high property tax.” So, one point
and Andy you can probably jumpin here s, your property taxes and what those pay for versus cost
recovered fora utility system. Asan Enterprise Fund, rates have to cover the cost of providing water
and wastewaterservice. It'sreally not, we don't look at taxes and what goes to the General Fund to
provide other City services. We are a stand-alone operation completely, wholly Enterprise-Funded so
there is no ‘subsidation,’ if you will, between whatyou pay in property taxes that go to the City versus
whatyou pay in rates to receive water or wastewaterservice.

Andy Burnham (Stantec) response at 54:45:
Yeah, justto pile on. Simply Steve, | mean, really all the cost of waterand sewerservices are capturedin
waterand sewerrates.

CarmenJ. Umeres (Stakeholder Group Member) chat question at 54:59:
| didn't know that there would be penalized for water usage. What is the limit for usage?



2020 Water and Wastewater Rate Study
Public Involvement to Date
October 26, 2020

Steve White (Municipal Utilities) response at 55:05:

There is no limit of usage. However, on the single family customerclass, there's an inclining block rate
structure. Which, | believe Andy and his team will get into next, which | think shows a higher cost for
the more use and we'll get into that shortly and maybe we can go into that now.

CarmenlJ. Umeres (Stakeholder Group Member) chat question at 106.38:
What do you mean with landscaping class? Are these publicgreen areas, landscaping business orwhat
is it?

Steve White (Municipal Utilities) response at 1:06:46:

So, the answeris, it's a dedicated meterstrictly for outdoor use and that could be from a business, it
could be from a multi-family complex —all their outdoor use may be on one meter, all of our parks
throughout the City have landscaping meters. The difference between alandscaping meterand all the
othermetersis there'snoreturn flow. There's no connectionto the sewersystemandit's strictly for
outdoors. So, it really could be any customerthat hasa landscape meter, even potentially asingle
family customerif they had a large enough property, they could have theirown landscape meteras well
so, that's the difference.

Bob Kawa (Stakeholder Group Member) chat question at 1:07:41:
How much discretion goesinto determining the rate tiers?

Andy Burnham (Stantec) response at 1:07:50:

So Bob, that’s a really good question. Really that is ultimately a function of each community and what
you observe relative to usage characteristics and property distributions. But ultimately that is up to
each community in terms of how many tiers they would like to have and what are the sizes of those
tiers. But ultimately, youdo tendto get into situations where you generally see structures that have say
three to five tiers. You oftendon't see many systems going above thatand if they do, they really wish
they hadn’t. So, Kyle I’'mthinking about Purcellville, Virginia. How many tiers did they have?

Kyle Stevens (Stantec) response at 1:08:32:
| believe they had 17 we had to analyze.

Andy Burnham (Stantec) response at 1:08:35:

Seventeentiers, and it was regretful. Washington Sanitary Suburban Commissionin DC, they had a
significant number of tiers and it became just too much to manage and it became too granular from a
cost allocation perspective. Itwasa real challenge. So, | think you know, ultimately, you know, there is
discretionthere. There's generally, you can see from what we also identified from local practices too,
whatthe typical ranges are. But there s discretion there. We just want to make sure froma cost of
service standpoint that we can support establishing prices for the different tiers that we set based upon
the contributions to system cost that we can connectto them and that they're meaningful differentials.
We don't want to have too small of tiers, you know 1,000-gallon increments, that becomestoo muchto
manage. So, | thinkthere'ssome judgmentinvolved but, there is a fair amount of discretion as well.

Bob Kawa (Stakeholder Group Member) verbal question at 1:09:31:

| have a follow-up on that question. So, in the differentrate structures that have the Tier 1, the $1.80 |
think it was, and thenit goes on fromthere forthe differenttiers. How much discretion is there, either
by yourselves or by the Council, in determiningwhatthat cost is at those different tiers?



2020 Water and Wastewater Rate Study
Public Involvement to Date
October 26, 2020

Andy Burnham (Stantec) response at 1:09:56:

So ultimately, the process to determine the costfor each tier is really based on what Kyle outlined which
was the base extra capacity approach that has been widely used throughout the waterindustryfora
long period of time and as part of a manual of practice published by the American Water Works
Association. So, it's a pretty, | don't want to say standardized buta very commonly used approach to
allocate your cost to functions and then distribute those costs to setting yourtier rates. So we would
envision, absent direction otherwise, that we continue to follow that type of approach where we assign
cost to the tiers using that methodology so as we changed tier sizes it would change the rates but
ultimately notwithstanding the analysis that we do to have cost justified rates. Ultimately, it's up to the
elected officials to adopt rates for the community. The problemiis if they do something differentthan
what's cost supported, there is a potential for legal challenge to say ‘well, you had this study done that
used an industry-accepted methodology and approach; it recommended this and for no good reason,
you made an arbitrary decision to set rates here,’ that would open up the community, potentially, to a
legal challenge forwhat’s oftentimes referred to as arbitrary and capricious rate setting which goes
against the state statutes. So, there'ssome discretion there to do some things differently but there's
got to be a basis ultimately for whatever decision is made.

Bob Kawa (Stakeholder Group Member) verbal question at 1:11:44:

Would it be fair, | know in the last 2017 rate hike that a lot of the residentsin Tier 3, 4 and 5 were
thinking that they were being charged higherrates and subsidizing the lower tiers in order to be
encouraged, orsome would use the word ‘forced,’ to reduce their water consumption. But, is there a
subsidy going on with Tier say 3, 4 and 5 to the othertiers?

Andy Burnham (Stantec) response at 1:12:19:

Notin the way that the rates were calculated because as Kyle described it, we allocated the cost to each
tier based upon the contributions and use that we saw from each tier to our maximum day and peak
hour demands. Andso, really the intent was so thatyou would have a very specific cost basis for the
rate in each tier so that you wouldn't have that type of subsidy. The part of the process thatwe had to
make an assumption on last time, as Kyle mentioned because we didn't have it was, what are the actual
peak hour contributions by customerclass and by tier. But now that we have the AMI data, that's where
we can really enhance the process before thatrelied on some industry-standard assumptions that we
can make that now also be data-driven aswas every otherelement of the tier setting process last time.

Bob Kawa (Stakeholder Group Member) verbalresponse at 1:13:15:
Okay, thankyou.

Cassandra (Cass) Olmstead (Stakeholder Group Member) chat questionread at 1:14:17:
I'm curious as to why there can't be a tier for single family homes that have acreage? | use very little
waterin my home comparative to my landscaping needs.

Steve White (Municipal Utilities) response at 1:14:28:

Again, | think that gets back to the fact that the break pointbetween Tier4 and Tier 5 is 16,000 square
feet. But, I'm not sure how much that would impact the cost per tier so much. | meanevenif we added
more tier breaks or more tiers, how much that would change as far as what that cost would be. Maybe
you could talk about that a bit.
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Andy Burnham (Stantec) response at 1:14:57:

Yeah, | think that tier breaks would just affect the distribution of the costs. So to the extentthat, you
know, we were to, you know, incorporate an additional tier Steve, | think then the issue would be when
we run the numbers of the AMI data, the usage in eachtier as we regroup it — how muchiis that
contributing to our maximum day and peak hour demands? And sothat could, the way we size the tiers,
could affect the allocation of costs depending upon the usage in those tiers and how it impacts the
system on the maximum day and peak hour. So, tier sizing could have an impact on the rates pertier as
well.

Steve White (Municipal Utilities) response at 1:15:36:
Based on what|’m hearing, maybe something we want to lookinto just to show, okay based on our AMI
data if we were to add a tier or two, what that mightlook like.

Andy Burnham (Stantec) response at 1:15:50:

Yeah and that’s one of the great points that we can do this yearis really amplify the approach usedin
2017 with your AMI data. And youknow, the way Kyle and Deb setthese things up is they’re pretty
dynamic models. So, | think that might be an interestingtopic for that Rate Design Workshop that we’ll
have is to maybe not necessarily have it be as much of you know, kind of just specific PowerPoint but
maybe have of couple different scenarios we can look at to just do that.

Cassandra(Cass) Olmstead (Stakeholder Group Member) chat question at 1:20:59:

When you use current data to create the new criteria, are you going to take into account the COVID
impacts such as everybody has been home 24/7for the past two or three months, using much more
waterin ourhomesthan we would normally use?

Steve White (Municipal Utilities) response at 1:21:16:

You can go into this, but from my standpoint, we always look back overthe last three years, Cass. It's
basically a baseline, if you will. Obviously, we wantto take out weatherimpacts, right? So, fromone
yearto the next we may have some very variable weatherthat can absolutely affect outdoor usage.
And obviously COVID has a huge reductionin commercial. Andthat’s great for usfor a scenario-base to
kind of predict and/orforecast what revenue sufficiency may look like say forinstance if we had a
second COVIDimpact and soforth. But all of those criteria, we wantto normalize that so we’re notjust
basing it off of a very short time period; we actually look overseveralyears. But I'll let Andy and Kyle
address that in more detail.

Kyle Stevens (Stantec) response at 1:22:10:

Absolutely. Ithink, you know my thoughts on that Steve is you know, we getinto this data at detailed
levelsuch that we can incorporate the relevant things and COVID definitelyis. And, you know, as we
pull up that revenue sufficiency analysis, I’'m going to want to talk through how we pulled that data that
| showed alittle bit of it today and how we’ve integrated that into your financial model. And| think the
only otherthing that | would kind of mentionis, you know, with utility rate settingand changes, a steady
hand approach is often the best. So, the year-to-yeardynamics can be very volatile. Steve mentioned
you know, weatheris a really big one in your particular area so, | know you guys just had some
abnormally hot weather, irrigation goes up, revenues come into the system. On opposite years, though,
the revenue comes down. And whatwe tryto do is make sure that we're seeing those trends but we
don't wantto necessarily make large changes one yearto the nextforthese changes, ratherrecognize
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the long-termtrends that are influencing the utility and make adjustments appropriately alongthe way.
Andthat's part of the reason that, you know, we open this up every two yearsto do a deep dive and
look at the data and ensure were on a sustainable path.

Community Stakeholder Group Meeting 2
“Revenue Sufficiency Workshop” —June 9, 2020

Steve White (Municipal Utilities) verbal comment at 22:14:
Delia asked a question priorto the meeting started, but | think we’ll hold off until later because it'sa
little bit differentthan what we are coveringright now.

CarmenlJ. Umeres (Stakeholder Group Member) chat comment at 22:32:
It's a lot of information, | think, at one-time.

Tarja Nummela (Customer Services) verbal question at 32:50:
Kyle, this is Tarja. | have a question. We made a change in that wastewaterrate —applying the cap for
the residential customers. Did that have any kind of impact on this rate study this year?

Kyle Stevens (Stantec) response at 33:10:

You're referring, soand | think justto be clear for the group, what we’re referringto here is there's a
practice in place where forsewerbilling we rely onthe winteraverage. And what we essentially mean
there is we look at your waterconsumptionin the winter monthsto determine the sewer billing
throughout the year which helps us avoid charging customers for seasonalirrigation demandsthat
might increase waterdemands temporarily but are not necessarily returned to the sewer system. And
there was a change made where, as we mentioned early on, there’s this data point, industry wide,
where indoor usage has been decliningovera number of years and what that's led tois declining
wastewaterreturnsaswell. So,as we wentto update those rates, the averaging has decreased slightly,
and that targetis included within this analysis and the revenues have been updated. Andit doesl|
believe, slightly, and | can pull the exact number or Deb might have it, it does slightly decrease the
revenue generation of the system overtime. Andit's somethingthat we've seenina number of
different fundsthat cap would be lowered as indoor usage contracts. So, it's definitelyincluded as
something we watch as part of the projections.

Julianne Wheeler (Stakeholder Group Member) chat question at 39:41:
Is 10k gallon a month a typical bill forthese communities?

Kyle Stevens (Stantec) response at 39:50:

So, it's a typical bill for Tempe. Andthen whatwe've done is applied that usage amountin these other
communities to create a comparable bill. But, in those individual communities, their average bill might
fluctuate a little bit differently depending ontheirunderlying customers. So, they may have smaller
homes or less irrigation demands or olderareas or newerareas and so they're average bill might slightly
fluctuate. | would think, though, that most times, because we're talking about residential customers,
those usage amounts on a monthly basis for the typical are going to be very, very similar to one another
on average. Butwe have to set it kind of at your average to create a comparison.

Steve White (Municipal Utilities) response at 40:41:
Hi Kyle, this is Steve. Justsince I've reviewed most of the other Valley cities most recent rate study’s, |
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have a pretty good idea of what they have for their typical bill. A lot of communities have a 9,000 water
to 6,000-gallon typical usage. Scottsdale has an 11,000 and 8,000 as their typical usage. So, it’s really
right in the same range as whatwe have at 10 and 7.

Unknown (Stakeholder Group Member) chat question at 41:25:
Why are Tempe’s rates for higher users so much higher than Gilbert’sand Chandler’s?

Kyle Stevens (Stantec) response at 41:34:

| think that goes back to probably an initial slide we had where we had tiered rates for consumption.
And so, as we move into the next components of the analysis, we are really going to be digging into how
we structure those rates and the components that go into them. You know, | think | guess that the
guestionand answeris two-fold. So, one is, you know, on this comparison, which shows a pretty large
user, the actual bill that comesoutis relatively comparable. The tier break points in pricing though for
Tempe, we have a configuration in Tempe where we're trying to properly assign the cost to providing
service. And when we getinto that cost of service, we’re goingtoreally take a deep dive into this. And
in that Rates 101, | wentthrough this where we use an industry-standard approach that’s called ‘base
plus extra capacity’ which identifies the base level of cost to provide average demands, butthen also
peak demands are a huge cost driver on the waterside. And in the case of Tempe, we've made acritical
methodology approach where we're trying to assign that cost of peakingto the people and the
customers who were peaking onthe system. Andso, we typically find a lot of that peak usage occurring
in the top tiers of usage, typically related to seasonal changesin demand that happen thatthe system
must be sized to meetyear-round whenthey occur. When we getinto the nextanalysis, I'm really going
to show you exactly how those cost numbers flow through to create those rates and how we identify
those.

Andy Burnham (Stantec) response at 43:03:

And, Kyle if | could just hopin too, you're exactly right. Back to the Rates 101 presentation, you know
we had the slide that kind of showed the different tiered structures for the agencies. Andso
communities like you know, Tempe and Scottsdale and Peoriaand Mesaand Surprise and Phoenix, you
know they have inclining block rate structures orseasonalrate structures where that higherusage, you
know, rate on average is about five or six dollars, you know, a thousand gallons. Chandlerand Gilbert
have very, very modestinclining block rate structures where thattop tier rate only getsinto the two-
dollar to three-dollarrange. So, that's really the big difference. So, | just wanted to kind of hit thatup a
little bit more specifically and directly but you're, you're spotonin terms of the why.

Cassandra (Cass) Olmstead (Stakeholder group member) verbal question at 44:20:

My questiontoyouis | know I've sat through several City Council meetings onyou know, why those
highertiers are more and why you feelthe structure needsto be that way but | just want to make sure
you guys understand that, you know forthose of us that live in south Tempe, our lots were purchased as
the City allowed them. They allowed acre, two acre lots down here. In orderto wateran acre, an acre
and a half, two-acre lot, you're obviously going to use a tremendous more amount of water. Andtome,
and this has been my beefforyears, it seems like you guys have always wanted a green city, you've
always wanted greenlandscapes andits always been kind of an agendaitem. You allowed us to
purchase these large lots and then you suddenly decided to start punishing people with larger lots and
needsforwaterbased on the fact that they have to water them. Sothat's the part that| want to make
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sure people don'tforgetis that you guys created this dilemma and now you're pushing the expenses off
on the people who purchased years ago. We've beenin this home forover 25 years, 26 something. And
it’s just, it is aggravating when our costs are just astronomically higherthan they usedto be based on
the new criteria that you guys are using as you make these rate decisions. And, we've evenheard
people in the City say, “well, maybe we can do two different meters, one for landscape and one for
waterusage.” | don't use very much waterin my home at all, but my landscape waterusage is high.
Andyou know, I've heard people say well maybe we can dotwo meters butthen | got data from the City
abouta yearor so ago saying, yeah, that would be onyou to pay forthat second meterand it was like, if
| remember right, it was like 3,000 dollars or somethingto pay for that second meterand have it
installed and it was just, it was ridiculous. Andso, | justwant to make sure that people understand that
you guys are thinking about that as you go through these rate structures and, understand that, | mean
I'm not the only one that feels this way in South Tempe, believe me. There'salot of us down here
because there'salot of large lots and it seems inappropriately, what’s the word | want to say here, it's
justan extreme as to how much more we are paying per gallon to water our lawns. Doesthat make
sense?

Andy Burnham (Stantec) response at47:15:

Yeah, this is Andy. | appreciate those points. | think one of the things that also came about as part of
the last rate structure, as well, to your comments specifically about the separate irrigation meterwas, as
Tarja brought up, capping sewerat 12,000 gallons a month, notjust using just simply the winteraverage
in case there was some outdoor use for irrigation happeningin those months you know, that may
otherwise be also you know, inequitably influencing a higher volume for sewer use or forsewervolume
that's returning to the system. Andso, that was an adjustment that was made last time, you know
recognizing those types of conditions. Andso, | think as part of this study, you know, considering lot size
and looking at tiers as we getinto cost allocation and rate design discussions, you know | thinkthese are
great things for stakeholders to really offer opinions much like you've done about different
considerations and things that we can look at. And whatKyle’s really saying is that we just want to
make sure that when we look at different break points of tiers you know, we have a good understanding
of how to assign the cost to those different usage levels recognizing how they influence our system. So,
| think there is a good process here that we can look at and explore alternatives. |think all Kyle’s really
saying is that from a cost of service perspective, that's what we've been trying to maintain cost of
service and equity throughoutand if we’re not quite there, you know, let's explore some alternatives
that can maybe improve on some things.

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbalcomment at 48:51:

| appreciate that. The one thing that was very frustrating to me through this whole process the last
couple three yearsthat I've been involved in the water part is that, you know | getthat those extra
meters are expensive but | personally, and this is nobody else’s opinion, but | personally feel like the City
has kind of created this problem for those of us down in South Tempe. Andyou guys need to eat the
cost of the additional meters forthe homesand getthemsetup. | personally feellike that’s an expense
to the City. | mean, you guys created this and I'm more than happy to pay for the waterthat | have to
have to water my land but it's either spend the money on the water or getrid of all the green. And|
know neighbors that have torn their trees out because their water costs have gone up so high. So, you
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know, we don’twantto see a brown Tempe. And| justthink that somewhere the City's got to meetus
halfway on this. So anyway, thankyou for taking thatinto consideration.

Stacy Renfrow (Stakeholder Group Member) chat question at 50:37:
Do we have a slide comparison for commercial customers, forlarge commercial customers?

Steve White (Municipal Utilities) response at 50:44:
| don't believe we have one as part of this presentation, but|think we can put one togetherandsendit
out after.

Kyle Stevens (Stantec) response at 50:53:

Yeah, we absolutely could. The big nuance on commercial is that usage levels can vary widely from one
commercial use to the next. Andso, oftentimesit's harderto come up with a representative, typical bill
like we just did where we can say hey, you know, a lot of homeowners orresidential customers would
experience this. Aswe go into the nextsections, we can talk about, you know, some representative
commercial and will be showingyou some of that but|I’m happy to pull a couple out, Steve and we could
follow up on whatthose look like.

Julianne Wheeler (Stakeholder Group Member) chat question at 51:26:
Does Chandleruse gray water? May | address thatissue?

Steve White (Municipal Utilities) response at 51:37:

Obviously, our consultants wouldn’t know that but I'm not aware that Chandler uses any gray water.
They do have reclaimed water but, that's a completely separate system that they have a separate rate
for.

CarmenJ. Umeres (Stakeholder Group Member) chat questions at 51:55:

So far, what I'm understanding s that the City of Tempe has a greatdebt. It is very difficult for the City
to maintain the water system. Whatis causing the income not to coverthose costs? Does it cost a lot of
money to bring waterto the desert? | suppose thatdebt has beenincreasingyear afteryearand it will
continue to increase. What is needed? Increase prices reduce the amount of wateryou offer; maybe
think about restricting certain uses of water or start charging more for water for certain uses?

Kyle Stevens (Stantec) response at 52:33:

Absolutely. Happy to take on a few of those that | heard, Steve, that have a theme. So, you definitely,
you know, CAP water costs are a cost that come to you. You don'thave control for that and thatis the
cost of moving wateracross the desertfromreally the Colorado river all the way overto the Valley for
your portion of that. That is a cost that does typically increase but, | wouldn't say the costs that we've
seenincreased have beentoo crazy overthe last few years. It’s beenrelatively stable, slight increases
on that one. The debt profile has actually been, and as we have projected out, is relatively stable. So,
the interesting thing about the debtis while we're funding capital improvements with debt, we're also
paying that debt off. Andso, as we borrow new money, we have torepay that. But also, as we getto
the end of a term of loans we've made in the past, that debtfalls off. And whatwe try to do and as we
put into our models, we look at that projection of debt service overtime and actually if | go back really
quick, | can show you exactly what this looks like. | actually got it broken out, we’llgo to the water
systemreally quick since that's the one we had the increases on. You can kind of see here inthe red
right here this is the ongoing debt profile. So, this is the expenditure by each year of debt expenses.
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Andso, while it might increase a little bit here or there, the actual profile, this gap of this red, is
relatively flat over the projection period and that's because when you get underthe hood and you look
at the assumptions we actually pay off some debt, that frees up room and cash flow for additional
borrowing that we need to do to fundinvestmentsin the near-term for capital investments. And so that
typically is kind of a stable situation. The real driver oftentimes is the ongoing O and M costs, the costs
of doing business that increase overtime, as well as the fact that we need to fund and size this capital
program, especially onthe waterside, to meetthe reinvestment needs and replace those pipes to
ensure we continue our level of service into the future.

Steve White (Municipal Utilities) verbal comment at 55:28:

Before the meeting started, we did receive a question about agricultural properties, similar to one we
had at the first meeting last week. Butit sounds like we will probably address that more in our nexttwo
meetings, looking at larger properties.

Kyle Stevens (Stantec) response at 55:51:

Yeah, | would think so, Steve. Ithink we will really drill into the customer classifications, getan
understanding of why we are grouping different customers together into classifications and the unique
demands of serving those customers. |think that falls really nicely as we start talking about cost of
service and rate structure.

CarmenJ. Umeres (Stakeholder Group Member) chat question at 56:41:
If the debtis stable, could we think aboutinvestingin the quality and improving the taste of the water?

Tara Ford (Municipal Utilities) response at 57:03:

So, thank you for the question Carmen, and | do assure you that the quality of Tempe’s water, it meets
all EPA/ADEQstandards. It is very high-quality water. So, if you do have more questions on that
obviously you can reach out to me we can getyou values/numbers, specificconcerns with the water we
can address, butthe quality like | said does meetall ADEQ, EPA and local standards. As far as the taste
of the water, | think I’d need more specifics on that because | know there's some times of the year,
which | would like to address, where you get that musty, moldy taste and | don’tknow if that's what
you're talking about, maybe in the summer months. Andthenwhatwe'll do is we’ll turn carbon on at
the plants and that'll getrid of that taste and odor, and but that is MIB/Geosmin and its naturally
occurring in the water, it's perfectly safe. We do invest, Tempe does invest, and lam proud of that, that
we do feed the carbonto getrid of thattaste. It'san aestheticthing and soit's not actually necessary,
but hopefully that answers your question but again please feelfree toreach out to me if you have
specifics on quality of water.

Terry Piekarz (Municipal Utilities) response at 58:24:

Tara, can | justto add tothat? Also, for Carmen, for the group, that also | would definitely like to refer
themto the Consumer Confidence Report that we publish each year if there's any questions about
quality and such. Butjust onthe taste and odor question, thisis a sort of an age-old questioninthe
Valley as Tara was describing. The nature of our surface waterand, not only the chemistry of it but also
what happens with it biologically as we move through the seasonal changesthat we see here in Arizona,
has the effect of creating those types of situations. Again, the wateritself and the quality of the water
that leaves our facilities meets or exceeds all standards but, there aren’t standards necessarily for taste
and odor. As well, there are some challenges that we, not just Tempe butacross the Valley, as we use
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chemicals for disinfecting, there's an effect thatit has on the taste of waterversus what you might taste
directly out of a maybe a groundwater wellback east or a system that has a watersofteneror
somethinglike that. So, itis a challenge but from purely a quality standpoint, it's as high quality of
wateras you can find anywhere inthe US. Andthe things we do to try to, to some extent, mitigate
those tastes and odors as Tara mentioned are carbon feeding during certain times of the yearand trying
to be cognizant of thatas we move through those seasons. So, we doinvest buttaking it to a different
levelthan that and the amount of investment that has been certainly researched and analyzed and cost
effectiveness discussed and it's such a large investmentforsuch a short period and what you achieve for
that, it's been kind of deemedto be notfeasible or a good investment of our capital dollars or operating
dollars. So, thankyou forthe question, Carmen.

Steve White (Municipal Utilities) verbal comment at 1:00:49:

| just want to add one thing, and this is unrelated to Carmen’s question. Butforour commercial and
industrial stakeholders who are attending as well, once we getinto the cost of service and cost
allocation forall customerclasses, there’llbe more detail and information for commercial and industrial.
So, wait until the next meetingand you’ll see a lot more on your side as well.

Andy Burnham (Stantec) verbal comment at 1:01:42:

Steve, did you want to circle back to, | think it was Delia’s, question atthe very beginning of the
discussion? That kind of, | know Kyle’s got the remaining activities up and the nextthingon our
schedule is Cost of Service and that may involve looking at different customer classifications, so that
agricultural zoning question and discussion might be appropriate.

Steve White (Municipal Utilities) response at 1:02:18:
I’'m sorry, Andy, | kind of missed part of that question. Canyou rephrase that?

Andy Burnham (Stantec) verbal question at 1:02:25:

Sure, yeah, | justdidn’t know if we wanted to circle back to the veryfirst question that | think Delia
posted about agricultural zoning because as we getinto cost of service, you know looking at different
customer classifications such as agricultural properties, thisis a good time to have that type of guidance
and discussion you know if that’s something that we want to look at and if we have the data to be able
to look at as part of you know, understanding the usage characteristics and seeingif separate customer
classifications might be appropriate.

Steve White (Municipal Utilities) response at 1:02:58:

That’s a good question. Asfar as our land use and zoning is concerned as far as how, | mean, we
probably need to go back and actually take a look at our City Charterto kind of go back and define
what’s single family versus nonresidential. I’'m not sure we have the data, but| will look into that this
weektoseeif | can, if | have sufficient data to really dig into that at the level we need to dig into. Terry,
do you have any comments on that?

Terry Piekarz (Municipal Utilities) response at 1:03:42:

| would say, justI’m not sure either, Steve, butlagree, we would have to just kind of outside of this
meeting figure out what we’ve got access to and what kind of data we have within the City. Andthen
we can probably, thenif we have that, we can discuss that with the group.
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Community Stakeholder Group Meeting 3
“Cost of Service Workshop” — July 7, 2020

Terry Piekarz (Municipal Utilities) verbal comment at 1:20:

| wanted totalk abouta couple of questions that came up at our last stakeholder meetingand address
those so we can kind of have those at least mostly answered before we getinto this part of the study
and the various topics that are involved. A question came up last time aboutthe idea of creatingan
additional customer class for residential agricultural properties which is large lots, horse propertiesand
such. Stafflookedinto this question and afterfurther considerations, there’s anumber of reasons why
this is not something we would necessarily include in this study and probably would not recommend
moving forward with future studies. Andthose include that we don’t have specific data in our billing
system forresidentialhorse properties or agricultural properties. Andalso, not all horse properties or
agricultural properties raise horses or have farms. So, these would require additional study and there’s
certain resource constraints around that as well. But also, it’s a relatively small numberbut most
importantly we feellike we have an option that addresses that sufficiently which is our landscape class
and it's meantfor outdoor water use so there's no connection to seweror the return of waterinto the
sewersystem. Some horse property communities in Tempe have communal corrals and tracks that
receive theirwaterfrom landscape meters, and again we believe this is the appropriate class forthat
purpose. The second question was about why Tempe doesn't have reclaimed water available like
Gilbertand Chandler. As most of you know, Gilbertand Chandler are relatively young cities relative to
othercities in the Valley, including Tempe. Asthose cities were developing and growing, they actually
Master-Planned theirreclaimed system and have wastewater plants that provide water to those
systems. So, a couple parts to that. Tempe, currently, all of our wastewatergoestothe 91t Avenue
wastewater plant whichis a multi-cities plant that's operated by the City of Phoenix. Ourreclaimed
water plant, the Kyrene Water Reclamation Plant, is currently decommissioned butthere are plansin
the future to bring that facility back online to somewhat of a limited use. But, the infrastructure
necessary to have a reclaimed system within a city, if not done when the city is being built, is extremely
cost-prohibitive. So, there's a lot of limitations to being able to put a parallel systemin that's following,
basically, your distribution system. Asyou can imagine, we have a challenge with doing replacement of
waterlines currently, the amount of, the cost of doing that, the cost of getting into the infrastructure
but also the disruption of the community. So, as you can imagine, imagine puttingin a systemthatwas
able to provide an entirely different type of watertoa city. So, most cities that do have this, they don’t,
if they do it, they do it to the new construction areas and they don’t necessarily do it to the existing
buildings and infrastructure of the city. Andin the case of Tempe, we’re primarily built out, if you will.
So again, it's a very cost-prohibitive process. We dointend to use reclaimed waterto some extentinthe
future but having a reclaimed water system that would provide that source of waterto customersis not
feasible from our estimation. So, | hope those answeryour questions sufficiently that were raised last
time. We appreciate them and the opportunity to give feedback and talk about those issues.

Delia Story (Stakeholder Group Member) chat question at 49:14:
Could you talk about how [flood] irrigation is included in the scope of this study?

Kyle Stevens (Stantec) response at 49:23:
Yeah, absolutely. Andso, it’s not necessarily irrigation separately. The best way to think about this is
that we’re including every type of demand on the systemin our analysis. And because Tempe has
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invested in a state-of-the-art AMI system, we’re able to get the real data. And we’re really able to
understand on your utility system, how these demands are placed on the system. Andin the landscape
class, as maybe a great example on this chart for the hours, of how some of those outdoor, seasonal
irrigation demands potentiallyimpact the system. Andso, it’s included as a demand type in our analysis
that comesall the way through fromthe production data, seeing those seasonaltrends, the actual
demand datathat we see on AMI, andthen as | just went through those endingresults, we can see for
customer classes where the peaks that are identified, such as landscape, are higherthan what’s
currently being recovered. There is some differencesin the cost of service comparedto the current
revenue levels.

Andy Burnham (Stantec) response at 50:30:

Yeah and Kyle, justto maybe help kind of further clarify because you probably can’t see the chat. The
guestion, I think, was really specific to flood irrigation. Andso, whatKyle described is kind of how we
handle irrigation that happensthrough potable water meters. Butirrigation through flood irrigation,
we've done aseparate, very specificcost of service analysis for that that’s identified what that cost is
and comparedthe current revenuesto thatfor, you know, City facilities as well as flood irrigation
customers. | thinkthere's going to be some policy discussions for Council to discuss what level of cost
recovery they would like those flood irrigation rates to capture recognizing, you know, what rates are
providing today and then some of the potential ancillary benefits of flood irrigation from an aesthetic
value perspective to give guidance to this study about what level of cost recovery should the flood
irrigation ratesreflectand overwhat time period should that be established. Inthe prior study, Council
had approved flood irrigation rates that captured 50 percent cost recovery. The costs have changeda
little bit so we're not quite at that mark today, but | think that's going to be an important discussion
from a policy perspective with Council that | think maybe Terry or Steve you may want to further
elaborate on from a process standpoint.

Terry Piekarz (Municipal Utilities) response at 51:55:

That’s correct, Andy. Yes, that's one of the, one of the study results that we will be going to Council with
to provide them with the information and the data. Andthen, as you mentioned, thatwould be a policy
decision that would have to be the consensus of Council if we're to make any adjustments tothat
program or keepit at the current level or even potentially plan forlonger-term phasingin of potential
full cost recovery. So, thankyou forthat question.

Delia Story (Stakeholder Group Member) chat question at 52:37:
Is flood irrigation watertreated?

Terry Piekarz (Tempe Municipal Utilities Director) response at 52:46:
Flood irrigation wateris not treated. Flood irrigation wateris surface water coming from Salt River
Projectthat is distributed through a various system of laterals, butit is not treated potable water.

Delia Story (Stakeholder Group Member) chat question at 53:10:
Where are most landscape meters located? | am single family and do not have a separate landscape
meter.

Steve White (Municipal Utilities) response at 53:30:
Landscape meters are primarily HOAs, common areas, commercial and multi-family properties have
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outdoorlandscape meters. The reasonfor landscape meters are they’re not connected to the sewer
systemsoyou’re only billed foryour potable water use and not yoursewer system. The majority of our
parks are also fed by landscape meters. We do have some parks that are on raw water, that get water
from SRP. However, landscape meters can be in any other customerclass given they pay for themto be
installed.

Delia Story (Stakeholder Group Member) chat comment at 54:15:
Thank you.

Steve White (Municipal Utilities) verbal comment at 55:21:

Hey Mary, this is Steve again. | justwantto bring up one item that Stacy had requestedin our last
meeting butit will actually be in...the August stakeholder meeting when we getinto rate structures but
we will have commerecial and industrial cost comparisons at different volumes forthose customer
classesas wellwhen we meetin August.

Community Stakeholder Group Meeting 4
“Rate Structure Design” — August 11, 2020

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbal comment at 1:05:30:

| have a question. Asyou guyswentthrough all this, in the very beginning we talked about the problems
that the larger lots in Tempe are having with the ratesthat we’re being charged. And we talked about
some different options and you guys talked about maybe looking at some different scenarios of how you
could help those of usthat are on larger lots. And | didn't see any of that reflected today in your
presentation. We have a lot that’s just overan acre. So, whenyou're talking about those lots that you
were looking at, the differentsizes, you didn't go anywhere nearwhat an acreage would be. You know |
think an acre has 43,000 square feet. So, you know, | get a notice every day from the City of Tempe on
my phone, atextthat says that you’ve used, like just while you were talking, | got my texttoday. I've
used over 2,800 gallons, 2,809 gallons yesterday. So, there's only two of us in this house, we don't use
very much waterat all. Andso, the problemis, you know, my sprinklers go off, if you would come by my
house, you’d be embarrassed athow dead my lawn is. | meanits barely, | would say 50 percentofit is
brown and 50 percentofit is green. I've cut my watering back so far that | can't keep it green. But we
have lots of trees and lots of bushesand I'm trying to figure out where in this, it doesn'tlook like you've
taken into account, those of usin South Tempe especially, thatyou know, have these large lots. And,
you know, my water bill last month was $553.00. Andyou know, that’s with cutting my waterback use
as faras | can. I've eventurned off my autofill on my pool and | justdo it manually, just to make sure
that it's not using any more waterthan | have to. So, I've done everythingthat| possibly can and, you
know, there's a lot of us in the neighborhood thatare in the same boat. | talked my neighborsand some
of my neighbors are tearingtreesout. It's ridiculous. We need somethingthatcan help us be able to
afford our water bill and keep ourlawns without going to rock and desert. So, I'm looking for some
input on what you took into account for this?

Kyle Stevens (Stantec) response at 1:08:22:

So, I'd be happy to start off and kind of give you some generalthoughts. Andy, you might have some
more so feelfreetojumpin as well. You know, the first thing, with regards to outdoor usage and when
we setthese tier structures, the first thing to consideris when we do this is we have to setthese rates,
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and we have to setthe tier break points kind of recognizing the overall profile of customers withinthe
entirety of the community. And so, a lot of the data pointsthat are presented and thatyou've seenus
walk through, including the outdoor usage, | meanyou can kind of seeit. So justas you pointed out,
whenyou get up on this chart, the majority of lots are much, much smaller sized. And so, the average is
right around a little under 8,000, or maybe 8,000 thousand or so square feet. We know, as part of the
rate structure, you know did incorporate that much larger lot size, which is about 18,000 square feet,
95th percentile, meaningthatthat should incorporate 95 percent of all single family homes within
Tempe’s community. Totally understand your consideration of the fact that, you know, on this chart
even, onthe x-axis, you know, that 43,560 break point, that one acre that you mentioned, is pretty far
overthere to the right and represents kind of the 99™ percentile, if you will, of large lots within Tempe.
Andso, the rate structure when yousetit, there's nothing necessarily froma pure rate structure
standpointthat you can do. If youincrease that up there, it’s still going to be some of the top water
usage and the cost of that water, as we’ve talked about, is really a key consideration, that peaking
demandiis relatively expensive forthe municipal system. Some of the thoughts through the community,
| know they have some of the conservation programs and they do have a program in place where if you
sign up forit youcan, | believe, get out of the Tier 5 pricing if you can keep yourdemands ata certain
levelor demonstrate thatthey’ve come down alittle bit. Andy, doyou have any otherthoughts?

Andy Burnham (Stantec) response at 1:10:26:

Yeah, just maybe kind of a little bit of elaboration on some of the things you were talking aboutKyle is
that, you know, we just don't have, you know, within the current systems and context, you know, the
ability to do kind of individualized customer specific tiers, you know, at this point in time. That's
somethingthat, you know, we do see in California where every customer has a specificset of tiers that
are developed, butthat'savery few number of utilities in California and it's really notapplied anywhere
outside of the country because of some very significant technical and administrative limitations and
costs associated with doingthat. So, absentgoingto that type of a system, you know whatwe've done
here is really tried to make allowances, you know, as best we can, to try to accommodate for some of
those things both directly and indirectly. Andwhen |say indirectly, you know, when Kyle was going over
some of the indoor usage assumptions at 70 gallons per day, that's kind of the, you know, forhomes
that maybe haven'tdone any current updates or remodeling, maybe have some leaks, you know.
California, Texas, they’ve adopted indoor, you know, state water standards of 50 gallons a day. And
even more efficienthomestoday, down to 40 gallons today. Andif you have a smaller household size,
you know, chances are you're probably getting into some irrigation even in potentially that first tier or
that second tier, which is why we saw some of those peeking costsin those tiers. So, you know, we're
trying to use profilesto setup the rate structure as best we can, recognizing we can't get this perfectfor
everyindividual customer. Andin so doing we've made conservative assumptions to make sure those
allowancesyou know, are as fair as they can be and kind of customer-oriented such that, you know,
there’s, fromthe description of your particular property, it sounds like, if it’s, you don't have many folks
in the house, you know, you're probably getting some of the irrigation at those, you know very low
rates, which helps offset some of your concerns. And| think as Kyle pointed out, the demand
management program may be anotherway to address some concerns additionally as wellto the extent
that, you know, that program is something the city's going to continue to offer. That may also be part of
the solution to mitigate some of your concerns.
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Cassandra (Cass) Olmstead (Stakeholder Group Member) verbal comment at 1:12:44:

Is there nota way that you can, like, we irrigate in the middle of the night. Is there nota way to, with all
of the digital technology that we have now on our meters, isn't there a way to say, okay, if they're using
20,000 gallons a night between the hours midnightand 3:00 a.m., obviously it’s not people up using that
water. Isn't there a way to do a differenttierstructure for different hours?

Andy Burnham (Stantec) response at 1:13:14:

So, we really haven'tseenyetinthe waterindustry, and | say yet, like we have in the electric industry,
time of use rates. You know, | think we’re all, within the waterindustry, optimistic that they will be
coming at some point the future when we do have the systems and the ability to do that because we're
now seeing communities start with the advanced meteringinfrastructure, whichis the first step in being
able to do some of these more specificand granular types of billing practices. So, we're optimistic we'll
see it, but the waterindustry is typically lagging behind the electric industry, which does things like that
— time of use rates— by a few years. But, that's certainly somethingthatyou know, | would think would
be consideredin the future when the technology and systems would allow forit. But,in the interim
period, | think you know Steve, this kind of goes to kind of the demand management program, you
know, that have been piloted and potentially trying to bridge that gap forthose that are able to control
the time of use of some of those discretionary water demands.

Steve White (Municipal Utilities) response at 1:14:15:

Thanks Andy. That demand managementis really about just working with Conservation and becoming
water efficient, getting a Water Efficiency Certification through our Water Conservation Office. And,
whatthat provides, overa 12-month pilot period, is if you commit to workingin that program, that your
billed at the Tier 4 rate, you would nottop out with the Tier 5 rate. Andthat's a pilot that City Council
has authorized, | believe it was last June. Andyou know, if that was to continue onin the future,
certainly that would be a Council decision but that's exactly what has been done to date to address large
lot owners with a lot of turf and trees, to assist with their not only water bill butalso their demand
managementasfar as being as efficient as possible with their water, watering of theirlawns.

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbalcomment at 1:15:19:

| am part of that program and we also updated our meters, oursprinkler meters so that we are on the
digital ratio meter. So, the City made sure that we were doing everythingthat we could. We literally
have done everything we could possibly do to bring our rates down. Last year, my water bill wasover
$800.00 forone month. And, you know, makingthe changesthat we've made and done everything that
we could. We turned down ourwatering time. We even waterless than what your City recommends.
They're like ‘that's not going to be enough water’ and I'm like, well | can't afford to wateras much as |
needto keep my grass green and they're like, well maybe you can, they give me these ideas. | work with
your City Water Department all the time, they know me. But it's ridiculous that people are having to
spend, you know, $500, $600, $700 dollars a month on waterbecause 90 percent of what they're using
is for landscaping. So, | just thinkit needstobereaddressed. |understand that, you know, maybe you
don't have the technology yet, but there are things | think can be done for specific, like you said, if
there’s only five percent of the City that has the large lots, that the City approved —you know, that’s the
thing that frustrates meis, you guys approved it, you guys have always pushed fora green City. Now we
have greenlots and we're being absolutely punished forthisand so it just seems like there's something
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that can be done for the five percent that have these acre lots and at least give us some sort of a cost
break because it doesn'tlook like it’s really been takeninto account in the study.

Delia Story (Stakeholder Group Member) chat question at 1:17:59:
With respectto any goal of conservation, isn't reduction of lawns a priority?

Steve White (Municipal Utilities) response at 1:18:11:

| wouldn'tsay a reductionin lawns has been a priority by any Mayorand Councilmembersthatl've
never heard any of them say that nor has the water utility recommended that. Ourfocusis really on
watering efficiency — just whateverlandscape that you choose to have, just to waterit as efficiently as
possible so we're not wasting any water. So, | don't know if there's any other staff on the call that
would like to respond to that as well but that, to my knowledge, | don't, we do have a rebate program
for turf removal, if that's something you desire, we can, but that's not something that we necessarily
recommend.

Terry Piekarz (Municipal Utilities) response at 1:19:10:

Steve, thisis Terry. | justwant to commentonyour response to that question and just reiterate that
yes, our Council direction we've been given is not about necessarily reducing the amount of grass or turf
coveror anything like that but really our focus, one of the majorfocuses of our utility is to work with
customerstoreach the point that they're watering technique practices and such, and theirsystems, are
as efficientas possible. So, we also understand that, you know, there are limitations to that in terms of,
you know, the previous question that was raised and | know that's sort of a longer standing question
but, you know, whenyou have a very large surface area with a very large amount of turf or plants or
greenery, it's going to require a certain volume of water, even if you have reached a high-level of
efficiency. So, we understand that, but we want to do all we can as a community, for our community as
a utility, to create a scenario where we're doingit as best we can, collectively. So, that's the purpose of
not only the sort of rebate programs and the programs to move out of Tier 5, but really the core of our
conservation programis not necessarily conservation, otherthanin terms of efficiency. That's what
we're movingtowards. So, no, officially there's been no direction to try to encourage or move toward
that, but certainly our Council has provided sort of policy direction in terms of sendinga conservation
signal that was mentioned by Kyle previously, which is very much in alignment with industry-standard
across the U.S. And it's not a new concept, it's something that's really been going on forthe last 20
years. But, that doesn't necessarily mean, you know, go from turf to xeriscape. Itjust meansbe as
efficientas we can be in the use of our water in terms of all water customers. So, butwe understand
there's going to be different volumes and that's why we have this structure, but as mentioned
previously, it's difficult to capture without great cost and great administrative overhead every single
type of customer. We have to try, as best we can, to make it proportional to groupsin general, as we
can identify them.

CarmenlJ. Umeres (Stakeholder Group Member) chat question at 1:22:00:

I'm concerned about what the City is doing to ensure that we have waterin the Valleyin the future. We
live in the desertandthe big businesses and their offices keep coming. | like that, but! also worry about
whetherthe City is ensuring that we're not going to run out of water.

Terry Piekarz (Municipal Utilities) response at 1:22:22:
Tara and | can probably besttouch base on or chime in on this particular one. As | sort of mentioned
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previously but...incorporates... approach, waterresources and long-term drought resiliency, system
efficiency, different sources of water. We have a multitude of differentinfrastructure investments that
we’re making. We also have investments were makingin opportunities for additional sources of water.
Again, we're always looking for ways to improve the efficiency of our system as a whole, which also
creates a certain level of resiliency moving forward. We have a very secure supply of water. We have
the luxury of surface wateravailability as well as groundwater. And we're always looking for
opportunities to leverage other sources such as reclaimed water recharge and recharging our aquifers
so that if we were to get into a situation where we needed to supplement our supply of surface water
for a period of time, or if we experienced a drought condition, that we could do so withoutimpacting
obviously our customers, whether they be commercial, industrial or residential. So, we have a very
robust program. Our Council has beenvery supportive in this area. Like | said and as you’ve seeninthe
presentations to date, we have a robust CIP. We replace and add infrastructure as appropriate to assure
this watersupply and the ability to move water within our systemtowhereit'sneeded. Andalso, to be
able to supportnew businesses and new industry that comes to Tempe. So, we thinkwe've gota very
good handle onthis and it’'s something that we place a very high priority on every day. It's a big part of
running a water utility. So, thankyou for the question.

Andy Burnham (Stantec) verbal question at 1:25:15:

One thing I'd be interested in from those here, you know, Kyle presented kind of two options foryou
know the revenue adjustment plans, kind of an equallevelized, you know, very predictable plan of
increases, or one that has a smaller near-term adjustment but then slightly higher level plan thereafter.
You know, | guess | was just wondering what this group’s reaction was to either of those two plans and if
there was a preferencebetween either of those two options.

Laura Kajfez (Neighborhood Services) response at 1:25:42:
Greatquestion. |am happyto unmute anybody if they would like to speak.

Andy Burnham (Stantec) verbal question at 1:25:52:

Or justeventypingin the chat. The scenario one was the five and a half percentlevelplan versus the
scenario two which had the 2.75 percentincrease. | mean, I’'m justkind of curious about what the
group’s general sentimentabout those, all things considered, predictability, current economic
conditions, there’s a lot of things to balance depending upon your perspective.

Delia Story (Stakeholder Group Member) chat comment at 1:26:30:
Stable adjustment, scenario one.

Phil Plentzas (Stakeholder Group Member) chat commentat 1:26:47:
Scenario one as well.

Phil Plentzas (Stakeholder Group Member) chat question at 1:27:30:
One question. Have you had an independent auditor verify these numbers?

Laura Kajfez (Neighborhood Services) verbal question at 1:27:40:
Which numbers are we talking about?
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Andy Burnham (Stantec) response at 1:27:48:

While we maybe get clarity on that, Laura, | can speakto justkind of a couple of elements of the
different numbersthat we used. Sofordeterminingthe revenue requirements and the financial
forecastand how much moneywe needto collect, we do start with audited fund balance information
so, beginning fund balances reflect audited expenses, as well as our review of historical results are
pulled from financial reports generated by the system that tie out to those audit reports. Additionally,
when we look at things like billing data, we do perform revenue tests to ensure the accuracy of the
billing information matches to the revenuesidentified in those financial reports. So, to the extent we
can, every elementof information that we received has eitherbeen audited, can be tied back to be
audited to the audits, or is cross-checked against otheravailable data sourcesto ensure its accurate and
appropriate for use in the rate making process.

Laura Kajfez (Neighborhood Services) verbal comment at 1:28:50:

Carmen maybe we can clarify a little bit foryou. You were sayingyou can’t see anythingon your screen.
The questionis, would you rathersee an overall rate increase applied of a smaller number, 2.75, or a
larger number, 5.5, with the caveat that subsequentyears would be 6 percent if we went with the
smaller number?

CarmenlJ. Umeres (Stakeholder Group Member) chat comment at 1:3019:
I’m not sure but | guessthe small increase would be better.

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbal question at 1:31:03
What'’s the process from this point on? Where doesit go? You have all this information that you’ve
gathered and a little bit of input from people and where doesit go from here?

Terry Piekarz (Municipal Utilities) response at 1:31:20:

| can respond to that. This is Terry. The nextstepsin the process are we finish up the proposed rate
adjustments forthe study itself. We provide the recommended changes and information to our City
Managementteam. They have firstreview. We make any additional adjustments, as necessary. We
also get theirinput in terms of what the reportlooks like, what the study ends up ultimately being. We
share everything with them that we’ve shared with the stakeholders. We share the input that you
provided. Nextstepsare we start discussing and preparing Councilmembers, lettingthem know that our
recommendations willbe forthcoming. We’re onthe agendafor | believe mid-Septemberto provide a
preliminary reportto a Work Study Session. We receive feedback and input from Council based on the
information we provided to them. Andfromthere, we go and we make any final adjustments to that
and then we presentfinal, and Steve you’llhave to help me out with the date and timeline, but we’ll
presentthe final study resultsin | don’t know if it’s Octoberor November, | can’tremember Steve.

Steve White (Municipal Utilities) response at 1:32:47:

Sure. So, our recommendation, based on the completion of the rate study, will go to Council on
September 17" during the Work Study Session. Following that, we’re goingto go through a process of a
60-day notice. Assuming Council is willing to adopt the rates, we would go back in Decemberto adopt
the rates, and the rates would not become effective until February 1° of 2021. Andin betweenthat,
we’re meeting with the Sustainability Commission, the Neighborhood Advisory Commission, we’re going
to hold several more public meetings, more than likely virtually just like we did in June. Probably do one
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on a weekend morningandthen one in the afternoon during the weekday. Again, openitup for
guestions and comments and feedback, basically for the next two months. So certainly, residentsand
account holders have an opportunity to share their opinions, not only to us as staff but also to Mayor
and Council.

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbal question at 1:34:03

| had one other questionand| don't know whatslide it was on, butit was earlier in the presentation.
You were talking about a 19 percent. Down at the bottom it said somethingabout 19 percent, and you
made the commentthat you wanted to increase it, yeah that one, | think you said increase it to 22
percentor somethinglike that. Andyou said that, that’s a numberthat’s used forsome sort of a
governmentregulation orsomethingor honestly, | lost track of what you're talking about. The part that
| was questioning was you said that the rates had been decreased overthe years afew times downto 19
percentandyet you said it was a veryimportant numberthat they used in determining something. And
I'm wondering why they would decrease it, if it was an important numberand why you feellike it’s
necessarytoincrease it now?

Kyle Stevens (Stantec) response at 1:35:17:

So, happy to add some clarity to that discussion. So, what we're really talking about is we need a set
amount of money forratesto provide, and there's really two mechanisms at the highestlevel. Oneis in
the monthly fixed charges that each customerreceives before any usage is metered, and then the
secondis on the volumetric part of it. So, we're just talking about the fixed charges here. Andthat
currentamount of revenue that’s collected, there’s about 19 percent of overallwhat we need. And|
mentioned thatit decreasedslightly in the last few years and that's just been an artifact of the fact that
the rate increases the last few times have beenjustapplied to volumetric rates. Which means that has
grown a little bit as a proportion of overallrevenue, and its decreased this eversoslightly; it’'s a pretty
modest jump back up to 22 percent. But mainly the point here is we didn’t want to see that erode
anymore. We wanted to make sure that the utility had a good amount of fixed cost recovery, being
above 20 percent, which helps provide stability for the utility and it helps when rating agencies, when
the utility goesto borrow money, it helps whenthey look at it to provide a stable outlook. They
essentially like to see the fact that not so much of the revenue stream is volatile with changesin usage
fromyear to year, especially in a community like Tempe where you have very large seasonal changes
fromyear-to-year potentially.

Cassandra Olmstead (Stakeholder Group Member) verbal question at 1:36:42:
So theyjustwantedtosee, they wantto see yourbase at a more regulated base number? Isthat what
you are trying to say?

Kyle Stevens (Stantec) response at 1:36:56:

Yeah absolutely, there's no perfect numberbut, typically they'll kind of say you know really strong
utilities and the highestrated utilities are above 30 percent. The average utilities though are typically in
the kind of 20 percent, above 20 percentrange. Andso, we just wanted to make sure as part of this rate
study we put that recommendation out there and would like Tempe to consider keeping their fixed cost
recovery above 20 percent, sowe put it at 22.

Andy Burnham (Stantec) response at 1:37:21:
This is Andy. It justreally goesto their desire to see, you know, revenue stability and certainty and, you

24



2020 Water and Wastewater Rate Study
Public Involvement to Date
October 26, 2020

know, trying to putthat into percentages. Soas Kyle was saying, you know, generally the higherthat
percentage is, the more stable the revenue stream is so the more favorable, you know, it will be viewed
and lead to higher ratings and lower interest rates on future borrowing, which making sure we hit these,
you know, kind of rating agency metrics or criteria is important because, as you may recall, we’re dept
financing a lot of our capital plan. So, a lot of that maybe through the full faith and credit of the City, but
some of it may be through things that are specifically pledged by the utility. And so, we want to make
sure we've got good financials, you know, for those types of debtinstruments if they’re used.

Cassandra (Cass) Olmstead (Stakeholder Group Member) verbal response at 1:38:00:
Ok that makes sense, alright thanks for the clarification.

Delia Story (Stakeholder Group Member) chat comment at 1:38:22:
Thank you for your comprehensive and professional presentation.

Public Meetings

Municipal Utilities hosted two public meetings forthe 2020 Water and Wastewater Rate Study. They
were conducted virtually, via WebEx, and held on June 16, 2020, and September22,2020. Both
meetings have been transcribed below.

June 16, 2020 — Public Meeting
David Rice chat question at 24:33
In future rates, will the multifamily tier still be higherthan the lowest single family tier?

Steve White (Municipal Utilities) response at 25:01:

We still have to go through the rate study process but|'m not thinking at this point that the lowest tier
for the single family class will be higher than the multi-family class uniform rate. There's severalfactors
in that and | can discuss that furtherat a later date.

Julie Hoskin chat question at 25:28:
Are you looking at new wastewaterand waterinfrastructure that will affect rates? What are your
thoughtsthat is needed?

Terry Piekarz (Municipal Utilities) response at 25:40:

Yes, we are definitely looking at, always looking at waterand wastewaterinfrastructure. Aslmentioned
in one of the slides, we have a very robust CIP, Capital Improvement Program, that’songoing. We're
always looking to eitherrehabilitate, replace or add to our infrastructure where appropriate. As
mentioned earlier, we also are evaluating the use of our currently out of service waterreclamation plant
and othertypes of capacity issues as we move through the needs of the system and also, what's
anticipated in terms of assessments and looking at where our aging infrastructure is more likely to have
reachedit's usefullife and we needtoinvestin. So, | guessthe shortansweris we are always looking at
those types of things. That’s part of our normal process in managing the assets, as | mentioned earlier,
from basically designto eitherreplacement ordecommissioning.

Unknown chatcomment at 26:47:
The goal of 110 gallons per person perday, | guess, is a citywide average.|am not surprised the rate is
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going down as most of the new construction is high-density housing where the use perhousehold
should be less because there is less land to landscape.

Terry Piekarz (Municipal Utilities) response at 27:13:

That no doubt has an effecton that number, as well as conservation efforts. The numberactually we
are quite a bit below that currently. We’re looking to even possibly revisit that, as a goal, should the
Council choose to do so. Butthat's true, we are seeingthose numbersand it is based on the average for
all of the customerusage combined with the population and the water demand.

Nick Darcy chat requestat 27:44:
Explain the $10,000 capped rate regarding wastewater.

Steve White (Municipal Utilities) response at 27:57:

| believe he is referring to the 12,000-gallon sewer cap that was implementedin 2018. Basically, what
that meansis, currently, your winter average — which is the months of December, January and February
— you take an average of that of your water use and that becomes your winteraverage. We take 70
percent of that to come up with a figure for what your return flow is for single family customer class.
Once that is done, that becomes your bill between May and the following April. In 2018, we instituted a
sewer cap, so we assume that no more than 12,000 gallons is going to be the return flow from single
family residentialhomes. So, if you use, forinstance, a lot of outdoorirrigation in the wintertime and
your winteraverage is higherthan we deemindoorusage to be, it's capped at that 12,000 gallons.

Bob Leivian chat question at 29:07:
Does ASU pay a differentor preferred rate otherthan customers?

Steve White (Municipal Utilities) response at 29:20:
ASU is a commercial customerand they pay the commercial rate, which | believe is $2.59 per 1,000
gallons.

Gary Krahenbuhlchat question at 31:03:

| am a 36-year resident with a half-acre of landscaping. | am in your WaterSmart program and have
reduced my consumption each year for many years. Without irrigation, however, my bills continue to
grow. Arethere any plans to grandfatherin people with large...? ...may have landscaped differently.

Terry Piekarz (Municipal Utilities) response at 31:32:

| don't think there are necessarily any plans in that regard but | will say we appreciate your effortsin
that water use and efficiency. Thatwould be a decision of Council at some pointin terms of how we
structure our ratesand how we establish our fees and tiers. But in terms of any sort of plans or
discussion about grandfathering any large lot owners or anything of that nature, that has not been
discussed among City staff or our rate study consulting firm.

Bob Leivian chat question at 32:15:
Is the high-rise density in the core place much more impact?

Terry Piekarz (Municipal Utilities) response at 32:37:
Maybe what he's asking is about our ability to provide water service in sort of the urban core in terms of
high-rise buildings. When we as a City look at the permitting for such high-rise facilities, we have a
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number of code requirements in terms of fire protection, the ability to provide service, that sort of thing
— whetherornotour system can supportthat. There are various feesthatare associated with that
developers, but primarily that’s to make sure that once that building is built and you either have
businesses or residents that we can provide sufficient water pressure, volume and such for fire
protection and for potable purposes. The answeris we do have the capacity to provide that service
currently or we would have addressed thatin terms of the, as the development was occurring in terms
of oursystem as well as the needs of the building.

Gary Krahenbuhlchat comment at 33:47:
Justa comment. Itis goodthat you cap the wastewater charge because the formulais wildly inaccurate
for people with large landscaping waterneeds.

Rudolf Owens chat question at 34:12:
What is a Tier 5 user?

Steve White (Municipal Utilities) response at 34:20:
Basically the answerto that is any single family resident that uses water over 40,000 gallons during any
month.

Kurt Lehman chat question at 34:34:
When will we see the results of the actual rate change?

Steve White (Municipal Utilities) response at 34:39:
At this time, we plan on presenting potential rate adjustments to City Council in September.

Robert Kawa chat question at 35:20:
Has there been consideration for large lot ownersto have a blended rate taking into consideration
landscape rate?

Steve White (Municipal Utilities) response at 35:38:

At this time, first of all, thank you for the question. And second, we’re not looking at blendingrates. We
take each customer class separately and understand the revenue requirements that are needed from
each customer class and develop rate structures that conform with industry standards and best
practices. Andthat's how we will continue to approach it.

September 22, 2020 — Public Meeting
Mariam chat question at 27:33:
| would like to know how multifamily district zoning is impacting single family residents?

Terry Piekarz (Municipal Utilities) verbal response at 27:46:

I’m not sure exactly what that question is asking exceptforl can say that when it comesto the
multifamily customer class, we’ve seen some adjustmentin the numbers of multifamily customers since
the last rate study was conducted, which made for a shiftin the numbers of customers within the
multifamily class, but also within the single family class. But as we saw earlier in the presentation, as the
analysis was conducted and cost allocation, the proportional cost allocation, was determined, we
actually saw a slightly reduced recommendation in multifamily, as they were beingsomewhat over-
recovered in terms of the way the modelresults turned out. Inotherwords, the cost to provide the
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water service to that particular customer class, based on their peaking information, their customer
usage and the AMI data, indicated that they had much less of a peakingfactor, or peaking factors, than
did the single family class, for example. So, the allocation of the cost was less to that group. So, | guess
in answeringto the question, we could potentially see if you had more multifamily customers within
that class, we could potentially see that cost allocation changing because of their peaking characteristics
as we would see in othersastheyincreased or decreased. Again, everythingbased on proportional cost
allocation and AMI data. So, | hope that answersthe question.

David Rice verbal question at 29:37:

With regards to single family, single family sewer rates assume that all waterusedabove 12,000 gallons
a monthis for outdooruse. And within the rate structure, waterabove 12,000 gallons is charged at
three differentrate tiers. I’'m curious the rationale for having three differentrate tiers for exterior or
outdoorwateruse for single family whereas forlandscape there is a single rate. Andso, I’m curious
why, what’s the rationale for not having rate tiers in landscape? So why is this in single family and not in
landscape?

Terry Piekarz (Municipal Utilities) verbal response at 30:28:

Thanks for that question, David, | appreciate that, and | can, I’ll ask Steve White to also chime in as | go,
but I'll take a first shotat that. This is somethingthat actually did come up in our stakeholder meetings
severaltimes where we discussed that, of course the tier structure within the single family class. Of
course, tier structures are generally put in place where you’ve got similar groupings of characteristics
that you can then accomplish further cost allocation based on the analysis within those groups.
Landscaping and the landscaping class is definitely a candidate for that at some point in the future. It’s
not something we could get into in this particular rate study, butit did come up by the stakeholders who
basically had the same feedback thatyou’re providing, which is, you know, we see that, there are some
similarities there you could make that comparison and maybe that’s something that potentially we want
to look into in the longer term. The issue becomesthat we have, in certain cases, the choice to either
create tier structures within a class or to create different classes, there’s an administrative cost to that.
There’s a cost associated with basically administeringa program where you’ve gota very small number
of customers, versus avery large class like single family residential. But basically, you’re correct. That s
definitely a candidate for future consideration and it’s somethingwe’llhave to analyze and it is on our
list forour nextrate study because we know thatthat’s, you know, we’re seeing those peaking factors,
we know that there are costs associated with that in the landscape class and it is something that we
could potentially refine further so we could actually see what the allocation within that group is. Butits
definitely a point welltaken and it’s something we definitely will put on our list for moving forward. So,
Steve, did you want to add anything to that?

Steve White (Municipal Utilities) verbal response at 32:19:

Sure, Terry, thank you. You're absolutely correct, Terry, in your response. |think the only thing | would
add to that is when you look at landscape usage, it does have quite a bit of peaking. But there’s, when
you look at the other customer classifications that are notsingle family, they have very customer
specific usage types. So, given that the volume disparity between, forinstance a City park or a high
school where they have alot of outdoor fields versus some smaller landscape metersthatare, you
know, maybe drip irrigation, watering desert-adapted plants. Creatingtiers that are accurate to the
demand characteristics of each customeron such a large scale of volume differences between the
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customers within the landscape customer class becomes difficult, butit’s definitely something, as Terry
said, that we will investigate furtherin our next rate study to evaluate if we can accurately divide that up
into reasonable tiers that will cost recoverthat we have an allocation of costs between those customers
as well as similar to the single family customer class.

David Rice verbal question at 33:37:

| guess I’'mwondering why that same difference doesn’t exist in the single family residential class and
that there’s people that have say half acre lots or evena quarteracre lot. Depending on what size your
lot is, your watering peaking factor is essentially individually is the same in thatif you had the same type
of landscape butyou’re penalized by having more landscape in the single family usage class or userclass
as opposedto a landscape user class, right?

Steve White (Municipal Utilities) verbal response at 34:37:

David, | would respond to that just by saying that how we allocate our pricing to eachindividual tier, and
what | mean by that is how we’re allocating our peaking cost association, our maximum day and our
peak hour cost to each tieris proportionalto the peakingfactors, the ratios as Terry was going through
in the presentation today, that maximum day and peak hour within each tier that we’ve observed over
the last three years. We looked at 2017, 2018 and 2019 calendar years, observed the peakingfactors
that we see from the minimum month and the maximum month of each one of those years, average
those and applied them, allocated the cost of maximum day and peak hour cost to those tiers
proportionally and that includes Tier 1, Tier 2, Tier 3, Tier 4 and Tier 5, every single tier within the single
family customer class pays maximum day and peak hour costs within that rate structure proportionally
to the use characteristics that we’ve observed in our billing data and our AMI data.

David Rice verbal comment at 35:49:
Yeah, so that’sfine, |, you know, | guess that’s fine, thanks.

Tom Best chat question at 36:08:

How does this relate to Tempe having enough waterin the future? | hear “cost” and therefore money
but not “water” as in its use and having enough. Shouldn’tit be “having enough” basis rather than
“cost” basis?

Terry Piekarz (Municipal Utilities) verbal response at 36:26:

Thank you for that questionaswell. That’s a question thatalso has come up a couple timesand I’ll take
ashot at that. Yes, certainly part of our cost that we recoveris part of waterresources butit’s also for
water efficiency efforts, water conservation and all those things that go into that. It also plays into our
sort of resiliency efforts, what we’re doing for planning purposes in the future, making sure that not only
do we have sufficient resources should we face any sort of a shortage, maybe there’s adrought
condition that would occur in the shortterm that we would have to be able to address and still be able
to provide service. But also, to be able to provide the service consistently and throughoutthe system
from a variety of sources. So, you know, all systems are not 100 percent efficient where you can get all
waterfrom various sources to all locations at the same levelthat you need to at all times. So, we make
a lot of efforts to make sure we have, forexample, we primarily use surface water. We treat surface
waterand we distribute that waterto our customers. We also use wellwater and we use thaton some
levelof frequency, but we can’t get necessarily the same volume of well water at all timesto all areas.
So, we also are investingin infrastructure and our CIP reflects that. We’re looking at well location and
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siting. We're making sure that we have redundancy where we need it. We make sure that our systemis
sized appropriately to be able to do that as | mentioned. But we’re also looking at other opportunities
for waterresourcesand we’re investingin the potential of groundwaterand recovery of waterand
potentialuse of reclaimed water in certain areas where we can have otherbenefits from a groundwater
credit standpoint. We’re always looking at a variety of that, so all of that is sort of built into the
equation of managing a utility so it’s very much part of this, it’s an excellent question. Butwe have a
very strong water portfolio within the City of Tempe. It’s very actively managed by this utility and our
staff, and we have significant support from council in terms of doingall of the necessary stepsto make
sure we’rein a very strong position moving forward, whether it be for the basic provision of service to
our customers or how it’s viewed from an economic development standpoint. But all of those being
said, we’re in a very strong position relative to our waterresources and portfolio moving forward in the
future.

Tom Bestverbal question at 39:05:

No, | think that answersit. I’'mfairly new to the issue, that’s why | wanted to be on this webinarand I’'m
fairly ignorant of what’s goingon in the background to make sure we do have enough watersol
appreciate, | thankyou for the answerand I'll try to keep my interest up and follow these webinars and
all your community outreach and I'll keep giving my feedback. Butlet me justdo, a real wild question.
Given Arizona’sincoming residents from all overthe place, what about this, | doubt it would work, but
what about a pipeline from say 10,000 Lakes Minnesotato Arizona. | mean, we dogas. | don’t know,
justa wild idea. Youdon’t have torespond.

Terry Piekarz (Municipal Utilities) verbal response at 40:23:

| can give you a brief response, it’s not really that wild of an ideaand it’s actually been done on smaller
scales in different parts of the country where they found themselves, it’s interesting they’re not
necessarily in desertareas, but they found themselves in situations where they needed to move large
volumes of waterto different parts of the country. And again, this has kind of been throughout the
history of our country but our version of it here in Arizona, of course, is the, you know, the Salt River
Projectandthe Central Arizona Project going back, you know, decades before. Butthose types of
considerations have been usedin | think Texas and New Mexico recently did a version of a very
extensive pipeline system and others have considered that. Also, people have looked at, you know,
desalination facilities and such for seawater. But I'll say that we’re fortunate inthat we have a very
active water managementindustry in Arizona. Obviously, wateris our basic source of everythingwe’re
doing here. So, going back, you know, beyond 100 years, there’s alot of really effective and really well-
supported planning that took place. We’re very fortunate to have boththe SRP system andthe CAP
system as our primary sources of water. They’re very actively managed, both of them; CAP of course
being much larger scale in terms of that, butin Tempe specifically, we’'re less dependent on that but we
have the SRP system that again is very well managed and maintainedin terms of the watershed, the
facilities, the structures and so forth. But also, on the CAP side which you may read about, there’s alot
of discussion and planning and cooperation about keeping waterin Lake Mead, forexample, and
keeping waterfromthe watershedin those lakes and preserving so that we have water moving forward
as we move through drought cycles and such. So all that, everythingyou’re describingis really not that
wild of an idea but | think for usin Arizona and us specifically in Tempe, we’re not at the point where
that type of thing is being seriously considered in terms of that but there are all a lot of different
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alternative that are always being looked at in terms of waterand not only what additional sources we
can develop buthow we can conserve and be efficient with our usage as to not draw what we have
currently. So, | appreciate that question, Tom, and your involvementis very much appreciated.

Tom Bestverbal response at 42:56:
Thank you.

David Rice verbal question at 43:06:

| guess out of curiosity, how do fire protection demands and requirements, how are they apportioned to
differentrate classes? | notice there’s somethingthat’s kind of in the appendix of the 2017 rate study. |
was curious if you could explain how thatis done or if it is apportionedin any way or it affects really any
cost.

Steve White (Municipal Utilities) verbal response at 43:34:

Sure, David, thank you for your question. Thisis Stephen White. Asfar as fire protection goes, we do
have separate meterfeessothe costrecoveryforthat is in the monthly service fee based on metersize.
So, there are some classifications that do have fire protection that have a different meterfee associated
with them. So that’s where thatis captured at. We call them monthly service fee with an additional
sprinklerfee. Doesthat answeryour question, David?

David Rice verbal question at 44:26:

| guess, soit seems like fire protection requires some large distribution, ability to distribute large
amounts of water to all parts of the city regardless of whethera multifamily or a commerecial building or
differentresidentiallots use a lot of water, and I'mwonderingif that shows up at all in the rate other
than, | guess, how you described.

Steve White (Municipal Utilities) verbal response at 45:09:

Let me go back and take a look at that and I’ll respond to your question at a later time. At this pointin
time, | don’t have that informationin frontof me, but!’d be happy to research that and provide you
with a properexplanation?®.

David Rice verbal comment at 45:22:
Okay, thanks.

Gary Krahenbuhlsubmitted acomment form prior to the meeting, read at 46:13:

This question follows up on material that | have previously submitted viaemail. In reviewingthe criteria
that guide waterrate studies, there are two glaring omissions. These are, one the impact of rising water
rates on those with fixed incomesand numbertwo, the very real possibility that rates have reached a
threshold beyond which the City of Tempe will see severe deterioration and the ability of homeowners
to maintain their existing yards. This is especiallyimpactful on those with large lots and no access to
irrigation water. Is it accurate to conclude thatthe Council does not care about and will not consider
theseissues?

Terry Piekarz (Municipal Utilities) verbal response at 46:59:
Thanks for that question, Gary, | appreciate that. Let me try to answer it this way. | would say that the,

1 Municipal Utilities follow-up email can be read here.
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you know, not speaking on behalf of Council but | guess|can justspeak from my perspective that, you
know, | think that, | believe that we all care about all of the issues that impact our customers. We try
our bestto follow certain methodologies thatare, again we talk a lot about proportionality, but really
what it comesdownto is to try to do things in a way that’s systematicand followinga methodology that
can be defendedinterms of, | don’t meanjustlegally defended but we can stand behind our process.
We can stand behind it and say, you know, we while being both sensitive to costs and the impact of rate
increases, the costs of providing water services generally don’t decrease and that’s typically because of
as | mentionedin the presentation, we see kind of a higher level of typical inflationary costs than we
might see in the rest of the economy. Again, we’re | think, and again not speaking on behalf of our
elected officials but | can say that we put a strong component of considering those with lowerincomes,
fixed incomesif you will, however that might be described. And|think we always face that, as do other
utilities for that matter, you know, electric utilities, gas utilities, others face that same type of pressure
and consideration as we figure out how do we recover costs. How do we do this in terms of having this
be truly proportional and how do we base these charges on what it actually takes to provide the water?
| think the important part is that, you know, there is a reality to how much our water costs. We try to
show the value of our waterand its relative cost versus otherareas and what we do and we try to, you
know, have programsin place that help customers become as efficientas they can. We dedicate, we
the City Council and the City itself, dedicate significant resources to outreach efforts and education and
efficiency and our own sorts of efficiency efforts within the utility to try to make sure we’re controlling
cost to the extent possible. Butthere’safinancial reality in being able to provide that amount of water
that we have to recover because we are an enterprise fund, we are self-sufficient and we have to
developamethodto do that. So, the questionyou are asking is somewhat outside the scope of what
we do in a waterrate study, but I'll assure you that our methodology that we follow is in no way
arbitrary. It’s very specificand we follow industry best practices for a reason, because we have to be
able to say that to the people onthis call and the rest of the community and our elected officials and say
we’re following a method thatyou can restassuredis a proportional method...that truly based on what
it coststo provide the service at the levelthat it’s required and to have the high quality waterand have
this wateravailable whenit’s demanded and that sort of thing. | know that’s sort of an indirect answer
to your question, butit’s our sort of basis for what we do, so | hope that somewhat helps.

Gary Krahenbuhlverbalcommentat 50:31:

Well, what you didn’t speak to directly. But first of all, let me say it seems like you’ve beenvery
conscientiousnessin looking at this and I’'m impressed with the thoroughness and thoughtfulness of
whatyou’ve just presented. Sometimes, there are unintended consequences or unanticipated
consequences fromactions. Andthe one that | don’tthink you spoke toreally is what the City of Tempe
looks like aesthetically. Just speaking of my own neighborhood, which is Corona delSol Estates, where
there are third and half acre lots, the waterrates, | believe have been responsible forabrowning of the
community. As | drive around, what used to be a place filled with big trees and green lawns, now there
are deadtrees, dead plantsand brown lawns. And some people are switching to some form of desert
landscaping, and maybe that’s what we all have to do. But it certainly, as rates go up, Tempe is going to
become a browner city in terms of its vegetation. And maybe that’sjustthe wayit is. | guess| just
wanted to call the Council’s attention to the fact that that’s perhaps an unintended consequence of the
price of water continuingto go up. Anyway, it’s coming back to where | started, | think you’re doinga
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very good job in your analysis and the presentation was straightforward and clear. And it seemstome
that anybody should be able to understand why you’re doing what you’re doing.

Terry Piekarz (Municipal Utilities) verbal response at 52:39:

Thank you, Gary. We appreciate that very much. And I'll just sort of reiterate what | mentioned atthe
beginning which is, you know, there are some questions that are difficult for usto answerfroma utility
perspective. Butl will say that one of the main purposes of this outreach not only to be able to get
feedbackis so that we understand and hopefully can help people understand our process that we go
through, butalso our City Council genuinely wants to hear this type of feedback. Whetherit’s
something we can answer or not, they wantto know what the community’s thoughts are, even
individuals within the community’s thoughts are. They genuinely care and they want to make informed
decisions. Andyou know, they have to make difficult decisions about certain things so you know, things
like, you’re pointing out where there’s an unintended consequence potentially orevenif there’s a
perception of something like that, | think our Council would want to know thatso, I’ll let everyone know
on this call or anyone listening to this is that we, you know, we will provide that feedback to Council as
we’re discussing it here. This will be provided in basically a version of a transcription that they’ll get to
see and so they can get all the information and all of the feedback as we are and they can make an
informed decision so thank you for that.

Gary Krahenbuhlverbalcomment at 53:55:

Yeah, could | add one more thing? Yes sir. | would be happy to provide information to the Council and
to the people onthe water managementaspect of the City. If you’ve read some of my emails, I've
already tried to understand my water use and have more data than most people. | have meters
downstream from the City meterso | can see exactly what’s going to landscaping, exactly what’s going
into my swimming pool, exactly what’s going into the house and therefore willbecome wastewater.
Andso, | really have a good handle on my wateruse. And | have the waterto my landscaping sorted out
so if there’saleak | can track it down very quickly by just turning off this valve or that valve. Anyway, |
have over...trying to provide...as | could to your personnel. Forexample, John Woods was interested in
how much pools, swimming pools, lose per day. | actually measured mine and this summerduring July
when it was really hot, | was losing 78 gallons a day to evaporation. So you know, that’s justa little
piece of information but it might be usefulas you, as people think about their use of waterand what
adding a poolis going to do to that. Anyway, my offerstands. I'll be happy to visit anybody about any of
theseissues. I have a lot of data collected over many years.

Terry Piekarz (Municipal Utilities) verbal response at 55:40:
Thank you, appreciate that.

Tom Bestverbal question at 55:46:

This is Tom if ’'munmutedstill. Yes sir. | have a question. The landscaping indicated in the charts, what
is that? Is that the City’s cost of landscaping therefore parks and right of ways and stuff like that or is
there some private componentin that some way.

Terry Piekarz (Municipal Utilities) verbal response at 56:18:

I'll let Steve take that one, but| believe what we represent as landscaping as a customer class is where
we have a separate landscaping meterforthat usage. So, it could be anything from an individual to a
businessto a facility. But if they’ve gotan individual landscaping meterthat’s dedicated to that
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resource, thisis the watervolume, the meterwatervolume within that certain classification of meters.
Steve, | might not be representing that fully but.

Steve White (Municipal Utilities) verbal response at 1:00 pm:

Terry, you're absolutely correct. Justa few examples: any common areas, HOAs, obviously City. Butit’s
both public and private. So, we have approximately 1,600 customersin that landscape, that have
landscape meters or that are in the landscape classification.

Anne Till verbal comment at 57:35:

| justwanted, | posted a note about, you know, somebody mentioned browning yards but| don’t know if
there’s, | know you guys have Tina who’s done some focus on low water use habitat gardening. But |
don’t, I’'m actually working effort with another gentleman thatlives in the City to doa ‘Keep Tempe
Beautiful’ Chapter. Andso, you know we’re hoping the fact, focus on, you know, neighborhoods doing
more low water use plantings. My yard itself has nograss in it and | have, it’s full of blooms right now
and it’s all desert habitatyou know purples, reds. You know, so, I've got different varieties of birds that
live. My neighborhas a great big mesquite tree soit’s like a little native habitat and I’ve got a couple,
hopefully low water use water features that attract that so it makes it a real peaceful, not brown but low
water use environment, and low maintenance too. So, | don’tknow if there’s people that |, you know,
we should be talking with. | know the other person has talked with a bunch of the Council about that
but we’re hoping to figure out a way to encourage that and hopefully reduce people’s water bills at the
same time. Anyways, | just got to mention that people just kind of fail to forgetthatit doesn’t always
take waterto have a beautifulyard. And grass isn’tthe only yard option.

Terry Piekarz (Municipal Utilities) verbal response at 59:37:
Thank you for sharing that, Anne, | appreciate that.

Tom Bestverbal question at 1:00:05:

One last question, this is Tom. The community groups meetingthatyou hadin one chart, is that justthe
leadership of each neighborhood association or are you visiting some way each neighborhood
association or what does that mean?

Terry Piekarz (Municipal Utilities) verbal response at 1:00:30:

Sure. This year we did it a little differently as wellas you’re participating in. This year is a bit unique.
We’re doing almost everythingvirtually. So, in previous rate studies, the utility has done more, kind of
lean more toward doing HOAs and those groups, but we thought that would be a little challenging so
that’s why this year we also decided to do the stakeholdergroup. We formulated the community
stakeholder group, which was 10 individuals representative of, you know, various of the customer
classes, but also several of those were, you know, HOA presidents, active members in their local
neighborhood, we had business leaders and we had representatives from allvarious different groups,
businesses and such. We hadthe one, the first public meeting was in this format where we did basically
an introduction of the rate study process and how we’llbe doing that. Of course, Council meetings and
such that are available to the public to participate and review, butthe others are the Commissions. And
we did one Commission Meeting yesterday, that’s the Sustainability Commission. Andthenwe’ve got
the second one, whichis the Neighborhood Advisory, and maybe | can ask Laura or Steve to maybe
answer the question more directly as to who comprisesthe Neighborhood Advisory Commission?
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Laura Kajfez (Neighborhood Services) at 1:01:57:

Sure, the Commissionis, | don’t have an exact numberfor you, but| believe let’s say roughly 12 to 15
members. Andthey do come fromall out, all throughout Tempe. There’s representation from every zip
code. So they’re justregular citizens that have expressed an interestin, you know, issues like this and
providing theirinput so yeah, they’llbe, you guys will be talking to them on Wednesday next week |
believe.

Gary Krahenbuhlverbal question at 1:02:39:

Well this is Gary again; can you hear me? Yes sir. Just soyou know, | submitted two questions on the,
that showed up onmy Q and A, but you haven’t acknowledged them. One was actually just an
observation. Somebody asked about wastewater rates. | have looked at that quite a bit and with
people with large landscaping usage, what you find is that wastewater production stays constant
throughout the year. Landscape water use changes dramatically. And so, there’sreally no relationship
between the two, and yet the City bills based on a relationship assuming that a certain part of the total
water use is wastewaterand it turns out for large, people with large landscaping usesit justdoesn’t hold
atall. Andyouendup payingway more than you really ought to pay. | think it’s capped at 12,000 or
something. I’'ve measured mine and it’s neverfour;it’s usually between threeand 4,000. But | paid it, |
pay for 12,000 every month because that’s supposedto be a good deal, | guess. Andthere’sreally no
easy way to measure it, | mean, you have there’s no easy way to measure what’s goinginto the
wastewater. | estimate it by what’s cominginto the house. If| know whatis cominginto the house,
that’s pretty much going to be my wastewater production.

Anne Till verbal question at 1:04:10:

Can | ask a question onthat? This is Anne Till again. Isn’tthe fee forthe wastewateritself though
capped altogetherbecause | kind of, since |, you know have my desert habitat, but | have a lot of fruit
treestoo. So, | use waterfor that, so | was kind of looking into a separate meterbutwhen| evaluated
that they told me that it was significantly less if |, you know, it wasn’ta huge amount of the wastewater
amount, it didn’t seem like. But I’'m notreally sure because it’s, wellit's been awhile since | looked into
that.

Gary Krahenbuhlverbalresponse at 1:04:49:
| think, just speaking as anotherrate payer, it’s nota lot, no. And it would be probably would be cost
prohibitive for the City to try to figure out a way, any way to bill it otherthan a percent of the total use.

Anne Till verbal response at 1:05:11:

Yeah, | mean, | don’tknow. What I've found s a lot of people aren’t aware that your wastewater rate is
setup based on yourbill in January, February and March, you know. And it’s weird because my bills
switched to later in the month so March kind of gets me irritated because | have to use more waterin
March for landscape. | wish it was December, January and February for the billing because those are the
monthswhen luse the least water. So, | don’tknow if that’s something you could consider. | had Tina
out to look at my house, or you know, go over my water usage and it was pretty low considering what|
have in my yard, you know as far as fruit trees. | have like 52 fruit trees. And | have a small lot though
soit’s kind of, you know, not one of those situations where | have a large lot but, you know, considering
that my water bill somehow acouple years ago, the billing date moved from like the beginning of the
month to the end of the month, so now that March is the end of the month that kind of makesa
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difference. Idon’tknow if everybody else’s billmoved, but you know, eitherway, | actually, as much as
I, like | don’t water much at all in those months, | meanif it rains, | don’teven water. But my water rate,
| still get, you know, I still end up, | don’tknow why even when I had no irrigation, you know, | was still
up, and | don’t have any leaks. So, | still more than whatthe other guy was saying. He’s said he’s 4,000,
but mine was, mine’s always been oversix, you know. Evenwhen | had no irrigation systemin my yard
or hand watering. So anyways, comments, sorry.

Terry Piekarz (Municipal Utilities) verbal response at 1:07:08:

No, that’s good, that’s good discussion. Steve, | was going to ask if anythingwasn’t capturedin that
discussion in terms of how the wastewater calculations are made and when. Isthere anythingto add to
that for the good of the group?

Steve White (Municipal Utilities) verbal response at 1:07:23:

Thank you, Terry, and | certainly appreciate Gary and Anne’s comments on this. | will say that
comparing our single family wastewater rate compared to our neighboring valley cities, | believe we
have one of the most customer-centricand most accurate ways of charging using a winter average, as
Anne and Gary were talkingabout. But we also take that a step furtherand we only bill single family
residents 70 percent of their winteraverage. Beyondthat, we’re the only city in the valley that caps
that at 12,000 gallons and | very much appreciate the fact that Gary is measuring his own indoor water
use, butthat’s a very cost prohibitive process for any city to undertake and it would defeat the purpose,
if you will, if we or any other city were to go to that levelof sub-metering. Butoursingle family rates at
$1.84 and at 70 percent of winter average and the fact that we cap it so we’re not penalizingany
customers thatuse a lot of outdoor water use in the wintertime during that three month average
period | think is a significant step forward and provides as much accuracy as we possibly can and
capturing what the return flow is from our single family customers.

Anne Till verbal response at 1:08:45:

Yeah, | was going, | felt like whenllookedinto the, gettinga dedicated line which was just cost
prohibitive anyways because it was like $4,000 or $5,000. But even overtime there wasno return but
my analysis, you know, talking to Tina and another person at the water managementin your group led
me to believe it wasn’ta huge charge for the wastewater. If that’swhat| recall, it's beena yearnow
since | did that. But the only thing that might be nice, and | don’tknow if you guys can considerit, is to
look at when people are billed and see if maybe there might be, you know, a measurementinthere that
makes a difference, you know, that you know, maybe goingto December, January, February if you’re
billed later in the month or just somethingto consider. | don’tknow how much difference itevenwould
make, you know, on an individual resident since you cap it.

Terry Piekarz (Municipal Utilities) verbal response at 1:09:56:
We appreciate that.

Commission Meetings

September 21, 2020 — Sustainability Commission Meeting
Gretchen Reinhardt chat question at 4:50 p.m.:
Why is the flood irrigation only cost reimbursementup to 50%7?
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Terry Piekarz (Municipal Utilities) verbal response:

Sure, that was one of the slides that we skipped but the last time we did a rate study, Council adopted a
50 percent cost recovery policy. So they decided that we would strive for that number, so our study and
analysis is based on gettingto the 50 percent. It’s simply based on Council’s direction and policy.
There’s no arbitrary componentto it from our rate study standpoint, we simply go with what the
existing policy is. So that’swhatit is currently.

KendonJungverbal question at 4:56 p.m.:
So am | to understand thatin an example of if it costs $100 to implement that the City would recover
through fees and whateverto the userthe equivalent to $50 of that $100?

Terry Piekarz (Municipal Utilities) verbal response:
That is correct.

KendonJungverbalcomment:
Thank you.

KendonJungat 4:57 p.m.:

I’m curious about your performance measures and how we know that we are investingenoughin
conservation. I’'mnot sure if you were around back in 2018, but almost 18 months’ worth of my time
was putinto developing a water rate recommendation? which was submitted to Council. Andso I’'m
personally curious about some of those pieces.

Terry Piekarz (Municipal Utilities) verbal response:

Sure, yeah, we talked aboutit just briefly at the beginning about which Council priorities and strategic
priorities that this rate study reviewed and what we do as a water utility. But certainly we have specific
goals that are around droughtresiliency butalso, you know, water conservation, water efficiency. For
example, I'lljusttouch on the, | believe it is 4.03, which is the Water Conservation goal; that’sthe 110
gallons of residential water use per capita per day. We have actually exceeded that. So currently, we’re
in the process of updating several of our documents, policies and forms. But one of the things we
intend to do as part of that review and update is to actually propose a slightly lower target for that goal,
for example, because thatis very indicative of the success of our conservation program and what’s been
invested in that program and we’ve seen the payoff. We know that’s somethingthat’s very strongly
supported by Council. We dofairly regular updates on the program and how we’re doingin terms of
whatwe’re seeingin terms of savings and participation and such. So that’s justone example. But,
we’ve also got many of our objectives are toward, not just drought resiliency which is one, but sort of
resiliency in generalin terms of how we operate our system and having, making sure we’re able to
deliver waterthroughout our system efficiently and having various sources of water should we have any
kind of a condition that would necessitate achange in our, you know, physical operation at any time. So
there is a lot of capital improvement money that’s beinginvested in groundwaterwells, forexample,
and technology and things to make sure we meet compliance standards, everythinglike that. But also
making sure that as we’re movingforward in the long-term, we’re maintaining these assets and not
waiting for any kind of future date to start. We don’twant to be in a situation like a lot of cities find
themselves wherethey’ve gotvery old infrastructure and they find themselves with immense rate

2 The Water Subcommittee recommendation from February 12, 2018, can be found in Appendix A.
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burdens ontheir customers because they’ve fallen very far behind in the maintenance and replacement.
So we got a very active program in that regard. So there are other examples of that but those are a
couple.

KendonJungverbal question:
Wonderful. Will you come back to this commission with your new Performance Measures for us to
review?

Terry Piekarz (Municipal Utilities) verbal response:
We’d be happy to, certainly.

Gretchen Reinhardt chat question at 4:58 p.m.:
What is the history for council choosing50%? How can | learn more about that as it seems quite
different fromthe 100% goal forall othercontexts. Oram | misunderstanding?

SukkilJahnke chat question at 4:58 p.m.:

The study is based on a ratherwetyear (2019). Will this dry monsoon seasonimpactthe revenue
structure movingforward? Meaningwill a delay cause furthergaps in revenue needs than this study
currently represents.

Kendon Jungverbal question at 5:00 p.m.:
My second questionisin regardsto the LVRCs. What are the demographics of the LVRCs?

Terry Piekarz (Municipal Utilities) verbal response:
A little bit more than that, the demographics, are we talking...

KendonJungverbal question:
Are they higher socio-economic? Are they larger plot sizes? What is their average bill size related to
their netincome?

Terry Piekarz (Municipal Utilities) verbal response:

| can’t tell you the netincome demographics. | can tell youthe nature of the LVRCsin terms of what we
typically see are large lots. We’re typically talking about half acre lots or larger, in some cases one acre
lots and may even have some that are above that. What we considerlarge volume is when we get up
into Tier 5 of ourrate structure. So Tier 5 would be usingin excess of 40,000 gallons in any given month.

KendonJungverbal question:
Which | understand is fourtimesthe amount of the average household usage, correct? The average is
between 9,000 and 10,000.

Terry Piekarz (Municipal Utilities) verbal response:
Yes, the slide we showed previously. Sortof the typical we use is a 5/8 meter, about 10,000 gallons of
water per month.

Kendon Jungverbal question:
And what kind of activity is taking place onthese types of lot sizes?

Terry Piekarz (Municipal Utilities) verbal response:
So these lotsizes can vary from, you know, to not much in terms of foliage or anything like that to
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people who have, you know, very green, very heavily tree-d. Itcan be a variety of different things
dependingonwhere, you know, what part, what particular lot owner or property owner, thatsort of
thing, what sort of customerand what their uses are.

KendonJungverbal question:
And do we know the average property value of those LVRCs?

Terry Piekarz (Municipal Utilities) verbal response:
| do notknow that.

Kendon Jungverbal question:

The reason that I’'m askingis the night that Council was talking about this, there were multiple, or |
believe there was a total of three people who came in and complained really loud aboutthe rate
structure at that time and they were sitting on these large, wealthy lots. Andso I’'m particularly curious
about... First of all, | want to say thank you for doing all of the outreach that you have done around this.
| know Councilperson Doreenis especially excited about how the smart watersystem has been
implemented with your work around community engagement. But| am particularly curious about how
we are not disproportionately supportingthose of meansimplementing these types of water
conservation strategies longterm. Obviously, they do needthem, butlwould love to see also in your
recommendations how we are going out and helping those from lower socio-economiccommunities be
able to implementthese same pieces. Yes, high water users definitely, like 40,000 to | believe the
example that was brought up the night of Council was 120,000 gallons of watera month, which was
absolutely ridiculous and in my opinion should be criminal, but | will be curious about how this rate
incentive has a timeline for the WEC, or whateveryou called it... anyways in terms of the equity piece.
But | would be happy to resend our original subcommittee recommendation if it helps at all with any
goal setting, as well as a value document we created. Butoverall, | think a lot of this is going in the right
direction and | appreciate yourwork on this. | know wateris a touchy subjectin the desertand the way
in which we’re able to continue to do community outreach especially with a lens forour lower socio-
economiccommunity and incorporating all of these conservation values.

Katja Brundiers chat questionat5:03 p.m.:
Echoing Kendon, thank you forthe stakeholderengagement. What social equity considerations were
brought up through the stakeholderengagement process and throughout the study?

Gretchen Reinhardt chat question at 5:04 p.m.:
| too am concerned about the social equity aspect being discussed. | understand that we wantto have
green spaces, but subsidizing 50% in individual home yards strikes me as notthe bestway forward.

AnnaMelis chat question at 5:04 p.m.:
Yes, | agree with the point regarding equity because the upper classes are the biggest users of water.

Following the Sustainability Commission Meeting on September 21, 2020, Grace Del Monte Kelly
(Energy Management) sentthe following emailto the Commissionersat6:51 p.m.:

Hello Commissioners,
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To follow up on the water rate study presentation, Terry Piekarz requested
that Commissioners fill out comment cards available on the website:
www.tempe.gov/utilityratestudy.

The Water Utilities team will provide all comments provided to

Council. They would like your comments and they want to know if you
think the rate increase should be adopted on January 1,2021 or at a later
date.

Thanks,
Grace

Grace DelMonte Kelly

Energy Management Coordinator

City of Tempe

Engineering & Transportation Department
480.350.8369

grace kelly@tempe.gov

September 30, 2020 — Neighborhood Advisory Commission Meeting

Daniel Schugurensky verbalcomment:

If | recall correctly, there are about over 3,000 large users, butonly 62 joined the program. Why do you
think that more people have notjoined the program?

Terry Piekarz (Municipal Utilities) verbal response:

Well thank you for that question. We’ve actually been asked that question a couple of times previously
and I'll let Tara chime in as well. You know, | think a lot of people, we find that there are a lot of people
that are notterribly involved or not terribly, | guess, paying attention to their water usage and water
bills. Andthenthere are some that are very attentive toit, thatare veryinvolved. So, what we see is
the 50 or 60, or there’s actually a few otherswho aren’teven large volume that have joined the
program, they’re veryinterested. They’'re very engaged. They’re very aware of their water usage and
they wantto be part of the program and they want to be able to, you know, receive regularupdatesand
understand how their wateris being used and contribute to efficiency and all those things. But | think
frankly that a lot of folks just either don’t take the same levelof interest or maybe don’t have the time
to give, to have that level of interestin it. But, youknow, that numberhasbeen noticed as well, and we
do, like Tara mentioned earlier, thatit’s a tremendous amount of effort in terms of outreach and we do
a lot to try to reach people specifically and they, you know, people seemto appreciate it but they don’t
necessarily always seemvery, well, | won’t say enthusiastic, butit’s not theirtop priority.

Tara Ford (Municipal Utilities) verbalresponse:

And some of the feedback also that we’ve received when we ask that question is that some of the
customers feelthat they can monitor their usage themselves, through WaterSmart or through our
consultation program withoutjoining WEC itself. Some just preferto do that and do not wantto join
the program.
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Jana Lyn Granilo verbal question:
For the flood irrigation, those customers, well, you anticipate that they’re going to have more of an
increase. Is that correct? Flood irrigation.

Terry Piekarz (Municipal Utilities) verbal response:

Yes that’s correct. The rate study looked at the cost recovery, just like we dofor all other parts of our
program, the costto provide services. Andin the case of flood irrigation itself, the analysis came out
that to keep the current policy level, which is 50 percent cost recovery, it would require a 9.7 percent
increase in revenue. We didn’t put thatslide in, kind of trying to getthe slide numbers down from
about 25 or 30 down to a 15-minute presentation. But, the number, the actualincrease for customers,
we actually have it on another presentation—whatyousee in sort of a half-acre lot versus an acre lot in
these customers, itis not what most people would consider significant in terms of the charge. It'sa six-
monthfee, | believe; they pay a semi-annualcharge. Butit’s again, just trying to get back to that 50
percent cost recovery basis.

Jana Lyn Granilo verbal question:
Are there any characteristics of income or demographics with people who live in flood irrigation?

Terry Piekarz (Municipal Utilities) verbal response:
I’'mnotsure. | don’tknow if | know.

Jana Lyn Granilo verbal question:

| guesswhat| am trying to get at is — if there, as a result, there would be any kind of particular burden
on people who are lower income who may have flood irrigation? | don’tknow what flood irrigation is in
the City and if that represents alow-income areaor not.

Terry Piekarz (Municipal Utilities) verbal response:

| don’tknow that that does or doesn’t. We don’t necessarily look at the demographics themselves.
We’re looking at really customer demand and use patterns. Typically, what we’ve seenis flood irrigation
is a little bit different because flood irrigation is a service. They’re payingfora service and then the
wateris actually waterthat’s associated with the property that they have. It’s not treated waterso it’s
not a service we provide directly in terms of waterthat we put into the distribution system. Butwe
provide the service of basically maintaining the system, operatingthe system and then they receive their
flood irrigation waterfrom SRP, actually. So, in terms of the demographics, | can’t really answer that
guestion. | don’treally know specifically what that would be.

Jana Lyn Granilo verbalresponse:

Thank you.

October 8, 2020 — Town of Guadalupe Town Council Meeting

The recording of this presentation can be found at www.facebook.com/guadalupeaz.org.

Councilmember Mary Bravo verbal question:
If we postpone the 5.5 percent rate increase until after December, how will it, will that time, the
increase, that interest to accommodate for the time?
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Terry Piekarz (Municipal Utilities) verbal response:

Thank you, Councilmember. Yes, essentially what would happenisif we postpone it beyond January,
implementationin January of ‘21, it begins torequire a draw down on our reserve fund balance. So,
whatwould happenis we would see a more rapid draw down of our reserve funds becausethose funds
would be used to make up the difference in revenue basically that wasn’t being collected fromthe
customers. What we don’t know forsure, because you know a lot of it, there’s uncertainties to all of
this. As youall know, we’re sort of managing risks and we’re making decisions and trying to do the best
we can to have a robust utility and good financial condition and those sorts of things. But the issue
becomesif some unforeseenissue should occurin the meantime, so maybe between, you know,
January and wheneverwe do have an increase in revenue, that comes directly from the reserve fund so
pretty quickly you can see how if you lost a major piece of equipment orsomething occurred where we
had to expend some of thisreserve fund, how it would start coming down pretty rapidly. And thenwhat
happens, of course, is at some point we would have to adjustforthat. So, itis not anythingthat s,
we’re notfacing any sort of doomsday scenario. We have a very well-run utility and well-run city so
we’re in very good financial condition. And, frankly, our assets are in very good condition as well. So,
we do a lot to make sure that’s the case. But as you make those decisionsand you postpone those sort
of increases that make up for if you will, inflation, then you’re faced with something like this where you
probably instead of a 5.5 percentincrease to get back to that same level, you’re going to need
somethingslightly higherthan that. So, the longer you postpone it, potentially, the higherthat can be
until you reach the point basically where you, eitheryou’ve reached yourreserve fund policy level or
you’ve dropped below itand then you’re kind of playing catch up fromthere. So, | hope | answered
your question.

Mayor Valerie Molina verbal question:
Is the 6 percent, let’s just say we waited until July 1, 2021, is that for the 10 years or how long is that?

Terry Piekarz (Municipal Utilities) verbal response:

That’s correct. So, each one of these is looking at a levelized increase, or revenue increase forthat
period, for that 10-year projection period. We do go back each yearand revisit the modeland we look
at the financials and the cost of things, but that’s basically looking at a levelized increase. So, for
example, invarious otherversions of this presentation, you can see where we’ve had increases
historically and then sort of levelized or incrementalincreases where we skipped or postponedfora
yearor twoin some cases. Andwhat we see typically is in that third or fourth year, or evenin the
second year, you have to have a significantly higherincrease to be able to get back to that level of your
fund balance, but also to recoverthose costs overthe period. So typically, what we’ve seenin the water
and wastewaterindustry is our costs don’tgo down. They go up, and they typically go up at a higher
rate thantypical inflation. So, we’re usually seeingsomewhere between4and 7 percentin water
industry where typical inflation might be 2 to 3 percent. So, at some point, there’s a decision that has to
be made is that exactly what you’re describing, which is we can postpone butthere will be some impact
to the rate needed later.

Mayor Valerie Molina verbal question:

So if the postponement was to be done until July, what percentage would you be using from your draw
downfromyourreserves? ..What percentage of the reserves would you be using to postpone untilJuly
1?
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Terry Piekarz (Municipal Utilities) verbal response:

Well, | don’t know the number. What we’d have to do to calculate that, we have to go back into the
modeland basically subtract out the revenue. So, it would be, you know, our reserve fund balance right
now is about, | think we’re at about $50 million. So, we use a portion of that now; we do an intentional
spend down within the rate study, so the financial modelconsidersthat. So, whateveritwould be, |
guess potentially it would be, I’'mtrying to do a little quick math in my head. So, if it were 5 percent off
or we could be looking at probably several million dollars a year. So it would be, you know, $2 to $5
million peryear if youdid no increase, so you would see that draw down so that as you can imagine, not
only do youdraw down that balance, but because you’re not collecting that revenue, you also, that has
the effect of compoundinginterest, if you will. Andso, we would see that draw down more rapidly and
thenwe’re goingto see it overtime as we’re not collection and we’re spending, you’re kind of coming at
it from both sides. So, I’'mjust, again roughly, | thinkit’s about, our requirementis around $58 million, |
believe, soif it’s, you know, $6 million would be 10 percent we would be slightly less than that, so we
could be at $3 to $4 million a year drawing down. That’s if there’s no other, again there’s no other,
nothing else impacts the reserve fund where we would have todraw. | hope | answered your question.

Town Manager/Clerk Jeff Kulaga verbal question:
Terry, you said that Council, Tempe Council would be considering this December3™. Correct?

Terry Piekarz (Municipal Utilities) verbal response:

That’s correct, yes. And our open comment period for the publicis until October 14™, but certainly,
coming from your Town Council, you know, our Council would take that recommendation certainly up
until they, you know, consider this in December.

Councilmember Anita Cota Soto verbal question:

If the Tempe City Council approvesthe increase, does that automatically increase it forthe Town of
Guadalupe? Dowe go hand in hand? Andthen my second question—the survey. Wasthat, how has
that been publicized? Was it in the waterbill or is there going to be an effortto do more publicity within
this nextweek? Because we have alittle less than a week before the deadline. Thankyou.

Terry Piekarz (Municipal Utilities) verbal response:

Thank you Councilmember. Yes, toyour first question the answeris yes. It’sthe exact same rate
structure we follow, and your community follows as well. So, whateveradjustmentsare made theyare
adjusted acrossthe board to the structure to the rates and fees. The second question, we have
advertised | know through electronic media fairly substantially and maybe Tara can help me with this
one. | know we’ve done several email blasts out to customers thatare eitherregistered on WaterSmart,
orl don’t, | can’t tell you exactly whetherornot we put it in the water bill itself, but we’ve, | know we’ve
beenonall the social media platforms and advertised in various other communication media.

Councilmember Anita Cota Soto verbal question:

So, | know a tiny bit, maybe Stephanie can help us, but| know that algorithms have a lot to do with
demographics and things like that. AndI’'m notsure if the algorithm for the City of Tempe would be
gearedto the Town of Guadalupe andis there somethingthat can be done sothat we are able to see it.
| haven’t seenanythingabouta survey on social media, on Instagram or on the Facebook. Andso, I'm
wonderingif something could be done within these next few days so that we can getit. | know that
there’s some kind of formula and I’'m sure that lots of other people that know a whole bunch more than
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me know how to do this so that we are able to see it because algorithms have to do with the time of day
that it’s posted and again the demographicthatit’s postedto including age and things like that. So, if
that could be somehow promoted in a way that we would be able to seeit. | don’tknow for the rest of
Council; I just haven’t seen anything about this survey.

Town Manager/Clerk Jeff Kulagaverbal response:

Well tomorrow, the goal fortop of the morningtomorrow, sorry. The goal top of the morning
tomorrow is to add the survey that is available through Tempe’s website to our website, to our
Facebook pages and get the word out that way. So, I’'ma Tempe resident, | wentthrough it and shared
my thoughts sowe could certainly blast that to our Facebook pages and our website, sowe will getthe
word out to the Guadalupe community as best we can.

Councilmember Anita Cota Soto verbal response:

So, with that being said then Council, | would admonish us to putit out there to everybody because |
would hate forsomebody to say ‘well, nobody told me.” And of course, | know that we put it on
Facebook and the meetings are live, but we still have people thatdon’t have Facebook and don’t, you
know, it's whateverthey don’thaveit. Andso, | think for our part, we doneedto try to do ourbestto
getthe word out.

Mayor Valerie Molina verbal response:

And unless you follow the City of Tempe on Instagram, social media, any type, youwouldn’tknow about
this so you’re correct. So, thankyou, Jeff, for putting that out there forthe community. We’ll make
sure to put it on the marquis.

Councilmember Anita Cota Soto verbal response:

That is why | had asked the question because we are, yeah, we wouldn’t have gotten, we wouldn’t have
access, we wouldn’t normally look at the City of Tempe website. Andsince we are being affected, we
should have beenincludedin that in the background.

Mayor Valerie Molina verbal question:
When people start submitting the survey, if they put a Guadalupe address, would you let us know,
would you be able to pull that data to let us know what the responsesare?

Terry Piekarz (Municipal Utilities) verbal response:

Yes, Mayor, we can certainly dothat. We, if, as long as, the way the survey works, if they registerand
provide an address, thenthey’re registered. And sometimes, if they don’tregister, there’s not alot of
information provided, but we still get theirsurveyresponses, but we don’t know specifically where
they’re atin Tempe or Guadalupe or wherever. They just don’t put that much information in. But if
they do, we certainly can share that, yes.

Mayor Valerie Molina verbal question:

Regarding parks, that’s pretty much our large-scale areas here in town for Guadalupe is parks because
residentialareas don’tuse the volume, | don’t believe, that you were discussing. So, how would that
work for parks? What kind of increase with parks?

Terry Piekarz (Municipal Utilities) verbal response:
Typically that would fall into our, they would eitherfall into a landscaping classification, so that would
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be the customerclass of landscaping, or potentially it could be, | guess, industrial. It dependsonhow
they’re registered, but typically it would be landscape. So, that was back to the previous, soit’s, the
increase is, let me see if | can go back to that. | don’tknow if you’re still seeing my... if you can see this
slide. So, this is the, these are the currentrate and the calculated rate, actually it should say
recommended rate for the non-single family. So, my assumption would be that it would fall into the
landscaping class typically. Ifit’s not on a flood irrigation-type system, then it would typically fall in
landscaping. So that’s, theirrate is calculated per 1,000 gallons, soyou can see it goesfrom $3.51 to
$3.96 per1,000 gallons.

Comment Card Survey

The 2020 Waterand Wastewater Rate Study Comment Card Survey was available to the public from
September21, 2020 through October 14, 2020. The commentcard survey could be accessed fromthe
Utility Rate Study Webpage at www.tempe.gov/utilityratestudy or by accessing the Tempe Forum
webpage at www.tempe.gov/forum.

Overthe period that the comment card survey was open, there were 155 visitors to the survey and 73
responses.

The responses are provided in the following pages.
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Question 1: What type of housing best describes your home?

Single family house
Townhouse or condo

Apartment

Question2: Where do you live?

Morth Tempe (north of Broadway Road)
Central Tempe (Broadway Road to Elliot Road)
South Tempe (South of Elliot Road)

Other

Question 3: Have you received/participatedin:

TreeBate

Landscape Conversion Rebate

High Efficiency Irrigation Rebate
High-Efficiency Toilet Rebate

Water Efficiency Certification

Free landscape or leak detection booklets
Free water consultation

Free water conservation class or workshop

Signed up for WaterSmart (online account to track
water usage)

Visited Xeriscape Demonstration Garden at
Tempe's Women's Club Park

(check all that apply)

88.9%

8.3%

2.8%

15.3%

47.2%

34.7%

2.8%

8.5%

12.8%

2.1%

17.0%

2.1%

27.7%

21.3%

29.8%

68.1%

19.1%

Count

Count
1

34

25

Count

10

14

32
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Question4: Has this presentation helped you understand Tempe’s water rate study process and the
industry standards and methodologies the City follows to arrive at water rates and charges that are
cost-based; assigned proportionally to customers based on water use and demand characteristics?

Yes

No

Other

% Count

l 10.4% 7

Question5: Please share any input you have as to how we might improve our publicoutreach and
customer involvement.

1
2.
3.

10.
11
12.
13.
14.

15.

Solicit more input on Facebook forthis survey.

| didn’tknow any of these services existed. More advertising would be helpful

Take advantage of the knowledge of people who have devoted time and attention to monitoring
their wateruse and have collected data that would be usefulto decision makers.

Have a survey promptwhen people signin to pay online. | like the flyers that come with my
physical mail bill, although those become costly. | also like these emails notifying me of surveys.
It's a great way to reach the masses. If folks pay by phone, the utility rep can also informthem
to take the survey and provide feedback

Sponsorship a school. Parents and children will have frequent viewing of your name and how
you help the community.

| wanted tothank Terry Piekarz for being very generous with his time, answering my email
questions.

| don’t know anything about this program. | now receive and read the Tempe news via email.
Maybe that will help. It may help to provide examples of who should look into each program.
none

Betterexplanation that water has to be self funded.

The Tempe Today Newsletter might be read more frequently if it arrived in its own envelope.
stop private pools.

A mailer would be better.

The video is way too long for people to watch and become informed

I've seen nothingin the billings sentto homeowners. And, since we get our bills on line we no
longerhave the Tempe "newsletter" mailed to us --- so notices of public meetings are not
available to us as homeowners. The city daily email helps some, buttoday's notice of these
surveysis the first I've seen (otherthan Rio Salado survey). How are you contacting citizens who
(a) don't getthe water bill & (b) don't have computers????

| receive a newsletter with my monthly bill. | read that newsletter, how could | have missed
seeingthat the current study was going to cause an increase in waterrate? The
recommendationisan increase of 5.5 % What is it currently? | have noted that a lot of home
owners have converted to low water use landscaping, so are we dealing with fewertrees thus
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16.

17.

18.

19.

20.

21.

22.
23.

24.
25.
26.
27.
28.
29.

30.

31

32.

less shade and less oxygentono avail? |think we need more information, and more time to
digestand consider the any changes.

The video would have been extremely helpful if the slides were actually readable. Perhaps make
the slides available for download as PDF so we can review the information easily while
watching/listeningin on the presentation.

N/A

You can improve outreach by taking appropriate actions necessary to resolve concerns when
customers provide feedback about issues that matterto them.

You can improve outreach by taking appropriate actions necessary to resolve concerns when
customers provide feedback aboutissues that matterto them.

i don'thave 3.5 hrs to watch a video presentation, to give you feedback. please publish a high
level brief that summarizes the findings and recommendations.

Online surveys like this one is beneficial and fairly easy to access and respond.

What presentation?

We movedto Tempe from Chandler 2 years ago. | am shocked by the cost of water in Tempe
when Chandleris only 2 miles from my new home. It is almost 2x the cost. | do not support
additional increases. Seems Tempe needs to improve its management of water costs.

Tempe seemsto have the highest bill rate in the valley already.

None

Prices are way higherthan Chandler

For the rate study? This question is unclear.

| still believe mail is the best way to get the word out to everyone, The water billwould be the
next effective way.

Make it easier for customers to understand why you want such a huge price increase. 10 minute
video would suffice. Email summary would be beneficial

| believe Tempe tries very hard to reach out to all citizens. However, while | read all emails from
the city (and they are usually duplicated via Next Door - Cole Park), this is the first that | recall
seeinganythingabout the water/wastewaterrate survey. What have | overlooked?

| movedto Tempe from Chandlerlast Septemberand was baffled by the difference in water
rates now. | cannot understand how the usage parameters and rates are so much higher in
Tempe compared to an adjacent municipality. Knowing that in this same areacities are able to
fund their water at a fraction of the cost | cannot fathomraising the already exorbitant rates.
Send surveys out with the water bill.

Question 6: Do you preferimplementation of the water and wastewater rate study recommendation
in January 2021, or postpone implementation to a later date.

%o Count
Implement in January 2021 37.7% 26
Postpone implementation 46.4% 32
Not sure / don't know 15.9% 1
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Question7: Please share any comments you have regarding eitherthe water rate structure or
resulting rates that are being proposed.

1.

Overall rates are good but makes sense to raise them for more water conscious reduced usage if
possible.

| don’t know much aboutthis. More education would be helpful. I’d like to see fewerlarge
construction projectsin north Tempe. Itseems like all of this building and increase in housing
and officesis notgoing to be good for the watershed or community

Giventhe criteria and the external comparisons and benchmarks, the proposalappearsto meet
the goal of being "just" and "legally defensible." Iwonderif the rates will lead to a "browning"
of the City of Tempe, which could happenif the cost of waterreachesa point where people find
it impractical to adequately watertheirtrees, plantsand lawns. It may be that, overtime, most
homeowners willhave to convertto desertlandscaping. It seemsasthough the personnelin
the Water Management Area are conscientiously handling their responsibilities.

Inflation doesn’t go up by the asking annual rate increase. The increase seems high.

The presentationvideois so bad | cannot read any of the text. 5.5% seems like a big increase. |
hope it is notto fund the proposed skatingrink at Rio Salado park.

Suggestion to commit to increasing rates based on a steady annual increase instead of re-
hashingthis every otheryear. Tempe needs to maintain its strong water and waste water
systems through regular, proactive maintenance and capital programs. Strong water systems
are foundationalto attracting industry to Tempe to supportourtax base. | would also suggest
that Tempe should increase rates to support additional conservation programs for
commercial/industrial/institutional users since their scale makes conservation outreach more
impactful.

The city should charge roughly the same amountforoutdoorirrigation, regardless of rate class
or rate tier. However, itdoes not.

In this rate structure, different customers could be wateringidentical swatches of grass, grass
that has the same seasonal watering requirements, waterrequirements that place identical
incrementaldemand onthe city's waterinfrastructure.

A high volume Single Family water customer could pay as much as $5.42/thousandGallons to
waterthat identical grass swatch.

A moderately high volume Single Family water customer could pay $4.93/thousandGallons to
waterthat identical grass swatch.

A commercial property would pay $3.96/thousandGallons to water thatidentical grass swatch,
(assuminga landscape meteris used)

A moderate volume Single Family water customer could pay $3.89/thousandGallons to water
that identical grass swatch.

A 2 person household onasmall lot could pay as little as $2.83/thousandGallons to water that
identical grass swatch.

A Multi-family property that doesn't use a separate meterfortheirlandscape needs would only
pay $2.05/thousandGallons to water that identical grass swatch.

A high volume Single Family water customer could pay as much as 37% more to wateran
identical swatch of grass as they would see in front of a commercial businessin the city, an
identical swatch that has the same seasonalwatering requirements, waterrequirements that
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10.

11.
12.

13.

place identical incrementaldemand on the city's waterinfrastructure.
Single Family outdoorirrigation demands vary greatly by total volume. The Single Family rate
structure charges vastly different rates for outdoorirrigation, ultimately as an underlying
function of lot size.
It should be a goal of the Single Family rate structure to bill, as much as possible, all single family
outdoorirrigation at a uniformrate.
If the city were to remove the 4th and 5th tiers, the 3rd tier rate would have to be increased by
16% forthe rate change to take in the same amount of money:

0-6Kgal: $1.84/Kgal

6-12Kgal: $2.83/Kgal

12K&above: $4.52/Kgal

If you try to getthe watervolume in 3rd tier to more closely resemble the volume seasonality
seenin the "Landscape" rate class, you could push the 3rd tier start down to 10Kgal.
To be revenue neutral, the rates would be roughly:

0-6Kgal: $1.84/Kgal
6-10Kgal: $2.83/Kgal
10K&above: $4.18/Kgal

In this scenario, the 3rd tier watervolume is still 6x more in summerthanit is in winter.
The 'Landscape’ customer class volume is 3.4x more in the summerthan it is in winter.

This indicates that the 3rd tier total watervolume in this scenario still doesn't capture all the
waterused for outdoorirrigation within the Single Family Rate class.

At leastin this scenario, the $4.18/Kgal rate begins to approach the $3.96/Kgal that is charged
for the 'Landscape’rate class.

Please look at modifying the Single Family rate structure sothat outdoorirrigation is billed at
the uniform rate, justas the outdoorirrigation in the ""Landscape"" class is bill at the uniform
rate.

| think that the brunt of the water cost should go to thoseparts of tempe that use the most.
Higher rates on the college dorms, apartment building and multi family living areas. The
homeowners have bee carryingthe college forto long. These kids take multiple showers a day
but we getthe raised rates. The government should be working for the full time resident not the
transient studentwho just don't care about the community.

Tempe needsto learnto live within it's means. It spends money like water mostly to compete
with and show off to surrounding communities. Money is tight for all residents except ASU, and
people needto watch their dollars. So should the city.

Few enjoy rate increases, but Tempe's Water/Wastewater Programs have continued toimprove
servicesforthe residents

no new projects. just maintenance expenditures.

With the economy inthe current state due to Covid a lowerincrease, say 1.5 percenteach year
due the next4 years would be better.

Study needs more work. Video must be improved.
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14.

15.

16.

17.

18.

19.
20.

21.
22.

Our water bill has skyrocketed, and the response we get from the office is always “rates
increased.” It’s just outrageous, our water bill used to be $55 3 years ago, and our most recent
bill is $144.

Tempe needstodouble or triple their water rates. Wateris a precious commodity and should be
used wisely. People need to pay attention to water usage and the way to do that is to increase
the rates. Stop using waterforirrigation. Plant cacti and rocks.

Does the city look at areas with high rates of unpaid bills, bad debtetc and look at cost savings
by not contracting with non Tempe areas like guadalupe?

| am uncomfortable charging people for water already, and a rate increase during economic
downturnseems harsh. Would love betterinformation abouttempe's water programs, quality
and costs especially through the city email newsletters.

need MUCH more notification to citizens --- of a proposed rate increase. We've had notes added
to our water bill that our usage is above ""comparable housing"" --- but no idea why they say
that (& how much are we out of line???).  Has anyone takeninto account that watering our
outdoor plants has escalated this summer due to the higher temperatures. (We'd reduced our
wateringtimes, based on a city evaluation--- & we had a tree die & othersmaller plants die.)
Notenough publicity. Customersdon'talways read the information with the water bill.

| have built a high density food forest on our previous 7,000 sq ft property in central Tempe
between 2014-2019 with success. All for the effortto plant more trees that will help cool our
property and it regularly keep our property 10-15 degrees coolerthan the surrounding houses.
Now that we are on a 3/4 acre propertyin south Tempe, ourgoal/effort forbuilding a
sustainable food forest with lots of fruit treesis hugely impacted by the waterrates. Since we
are noton an irrigated lot, we are paying the more expensive rate on water compared to the
neighbors down the street with flood irrigation. Our household water usage outside of irrigation
is only 50-70 gallons perday. Without a pool and only a small frontyard grass lawn, plus all
irrigation goesto our edible garden and fruit tree orchard in the backyard, we are paying out of
proportion in wastewater bill (90% of our water stays on the property, in the garden). Our
monthly water usage bill is on the highertier already. Now with the potentialto even pay higher
in rate, is disheartening, when our goal is to plant more trees to help cool the property and push
to plant more fruit trees, plus encouraging many other gardenersto plant fruit trees to reduce
the "heatisland" effectfor Tempe, in most cases so waterused is also providing food source for
homeowners. | think we need to review the water rate tier more closely on how each
homeowneris using the waterand give people who have sustainability goals in mind a break.
We all know a "rate study" is a foregone conclusion for a rate increase.

How many times does the Council thinkthey can keep increasing our waterrates? This has got
to stop. Additionally, the watertier structure that is already in place totally overchargeslarge
single-family residences and needsto end. It creates an unfair burden on some residents of the
City (especially those on fixed incomes or those with large families). It is an overreach of
governmenttryingto tell ushow we needto landscape our own private property. The City of
Tempe website states that this tier structure is being done "to signal a stronger conservation
message." Inactuality, it is an abuse of government power, and is contributing to the decay of
landscapes and single family residencesin Tempe. Fake grass made of harmful plastics are not
"sustainable" or “environmentally friendly” towards native wildlife. Gravellandscaping is
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23.

24.
25.
26.
27.

28.

29
30

heavily sprayed with pesticide continuously to reduce weeds. Neither of these alternatives
providesthe "green" solution that this City Council thinks it is showcasing to the community.
Looking at the data that was provided atthe public meeting regarding this topic, Tempe is
charging residentsin the higher tiers double the cost for water compared to the neighboring
cities of Chandlerand Gilbert. You claim as a Council thatyou wantto be equitable and fair, yet
to charge some residents that much more simply because they own a larger lot is far from
equitable. True equity would be all residents paying equal water rates, ratherthan some
residents being charged higherrates for consuming more water. The hypocrisy of this Council is
basically that some issues deserve equity and otherissues don't. Please respond to this concern
by being equitable. This practice of higherwaterrate charges aimed towards single family
residents on larger lots needsto end.

How many times does the Council thinkthey can keepincreasing our water rates? This has got
to stop. Additionally, the watertier structure that is already in place totally overcharges large
single-family residences and needs to end. It creates an unfair burden on some residents of the
City (especially those on fixed incomes or those with large families). It is an overreach of
governmenttryingtotell ushow we needto landscape our own private property. The City of
Tempe website states that this tier structure is being done "to signal a stronger conservation
message." Inactuality, it is an abuse of government power, and is contributing to the decay of
landscapes and single family residencesin Tempe. Fake grass made of harmful plastics are not
"sustainable" or “environmentally friendly” towards native wildlife. Gravellandscaping is
heavily sprayed with pesticide continuously to reduce weeds. Neither of these alternatives
provides the "green" solution that this City Council thinks it is showcasing to the community.
Looking at the data that was provided atthe public meeting regarding this topic, Tempe is
charging residentsin the higher tiers double the cost for water compared to the neighboring
cities of Chandlerand Gilbert. You claim as a Council that you wantto be equitable and fair, yet
to charge some residents that much more simply because they own a larger lot is far from
equitable. True equity would be all residents paying equal water rates, ratherthan some
residents being charged higher rates for consuming more water. The hypocrisy of this Council is
basically that some issues deserve equity and otherissues don't. Please respondtothisconcern
by being equitable. This practice of higherwaterrate charges aimed towards single family
residents on larger lots needsto end.

needtounderstandthe proposed rate adjustmentbeforeican agree to it

Too high at this time; cut in half or 25 % of proposal.

Consider progessive rates for higher water use.

We movedto Tempe from Chandler 2 years ago. | am shocked by the cost of water in Tempe
when Chandleris only 2 milesfrom my new home. It is almost 2x the cost. | do notsupport
additional increases. Seems Tempe needs to improve its management of water costs.

| already am paid 166 last month for a single guy in a home with desertlandscape out frontand
dying grass out back and no pool. Why so much? Looking forward to my water survey phone call
tomorrow..

2020 has beena hard year economically for many Tempe citizens. Please postpone.

Prices are way higherthan Chandler
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31

32

33.

34,

35.

36.

37.

38.

39.

The City is recommendinga5.5% increase on water rates annually forthe nexttenyears! That
is unacceptable! Greatwayto get people to NOT move to Tempe because the taxes are so high
for basic wateraccess. | vote no!

Bulk waste pickup service has declined. Neighborhood alleys are filled with debris. Streets
withoutalleys are coveredin garbage. Charge more forless? From the City: "The fee being
charged (95 Gal Refuse containers 1 @ $27.64) is the standard fee for weekly residential
garbage collection. Regardless if a residentrolls a garbage containerto the frontcurb every
week orsharesa large containerin an alley, the fee to collect the garbage is the same. While
the solid waste department recommends fees, the city council makes the final decision to
implementthem."

Notenoughinformation. Also did not explain all the details or accounting of all the money that
is used now.

| certainly understand the need forincreasing the waterand waste collection rates. | think we
needtosee what happens with the economy and pandemicin January before we setadate of
implementation. Would a slight water rate rebate be a way homeowners might have an
incentives pertree, to plant and care for trees, asa way to help us get to our shade cover goal?
Your waterrates are unreasonable and not equitable to all Tempe citizens. You are stealing from
those who preferto live on larger properties. The rates are like having a second property tax
payment each month. Increasesin the future will force people out of their homes, especially
senior citizens. This plan has definitely caused hardship for people in my area and that should
not be the purpose of a city council. I've watched my neighbors putin fake grass, which is not
environmentally friendly, to combat water rates. This is detrimentalto the native wildlife and
puts our soil, which is home to thousands of organisms at risk. | hope this council will reconsider
the waterrates and considertaking the tiers away. The new proposed water rate should never
be implemented. Itis outrageous.

The rate hike proposalis really steep. [tseems out of line with the economy and 2020 incomes
with COVID-19. Anincrease of 2% a yearis still high, but more realistic. Regardingincreasing the
standard monthly fee, lam notin favorof increasing it any more than $5 permonth. Asa long
time Tempe resident, itappears we have had to incur multiple rate increases overthe years -
much higherthan inflation.

Arizona residents seem to take for granted that they will have water wheneverthey wish and as
much as theywish, on demand. How many can actually cite the SOURCE of their water- and/or
what happensto all theirwastewater? (Sadly, | believe, very few.) The currentrate structure
needsto reflect the true cost of this precious resource, and the proposed rate is definitely a step
in the right direction.

The rate structuring is predatory and unnecessary. Tempe has noreason to be charging so much
more with these structured rates that surrounding municipalities.

Rates are way too high for those of us who have large yards (1/2 to 1+ acres) and have lived in
Tempe forover40 years with grass. Grass keepsthe environment coolerthan desert
landscaping which retains the heat much longer. There should be some lower rate
grandfatheredin forthose who can't redo their whole yard just because they are punished for
wateringit. Large treesand grass help cool the environment!
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Additional Comments

The following are various emails, phone calls and/or the online comments received through the website:

www.tempe.gov/utilityratestudy.

July 22,2020 - Gary Krahenbuhl
Gary Krahenbuhlemail to Tina Sleeper (Municipal Utilities) on July 22, 2020 at 3:07 p.m.:

Tina,

Thank you for the informative visit by telephone earliertoday. Attached you will find the
following materials pertaining to our discussion.
1. Aletterin memorandum form with my observations and suggestions
2. The Tempe Residential Water Consultation and Certification forms
3. Atwo page table showing my water control summer settings last year and this year
4. Ten photographs of struggling lawns in the Coronadel Sol subdivision

Please feelfree to share this email with whatever parties you believe would appreciate seeing
this material or be broughtinto the conversation.

Gary Krahenbuhl
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The attachments are providedin the following pages.
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To: Whom it May Concern:

From: Gary S. Krahenbuhl

Re: Observations About Water Consultation Recommendations
Date: 07/21/2020

On September 6, 2019, two City of Tempe personnel (Matt ? and Andi Cauet)
conducted a Water Efficiency Certification review and consultation at my home
located at_ in Tempe. It was my impression that they were
generally impressed with the steps [ had taken to conserve water and noted that I
had been steadily reducing my consumption over the past few years. They made
several recommendations (see attached) that they thought might further reduce my
water consumption. [ implemented those recommendations.

Almost a year has passed and [ thought it would be useful to provide some feedback
and recommendations for your consideration.

Recommendations and results:

Modify the irrigation control system seasonally (at least 4 times per year). [ had
been doing this for many years and continued to do it.

Take care to prevent runoff. When I built my home [ was required to grade the yard
so that water would run from the street into my yard and that no runoff would go
from my yard to the street. This was done and I do not believe in the 37 years I have
lived at this location that there has ever been any significant runoff from my yard.

Let grass grow taller as it will require less water than shortly cropped grass. [
adjusted my mower to allow the grass to grow an additional %2 inch in height. Itis
not apparent that this has saved any water and it has created a far less attractive
lawn. The taller grass is less dense and exhibits a “rangy” growth pattern that seems
not to cover the ground as well as more shortly mowed grass. (My base grass is the
Santa Ana variety of Bermuda grass.)

Change from watering 3 times per week to 2 times per week. (The theory here is
that longer watering times will cause the water to penetrate deeper, the soil will be
softer to a deeper depth, and the roots will grow deeper.) This has not worked well.
Coupled with the item above, the less frequent watering seems to have led to many
areas of die-out. (I should note that 2020 has featured an unusually hot and dry late
spring and early summer; this may have exacerbated lawn stress.) These bare areas
are unsightly and dry out very quickly. I do not have a soil probe, but I would guess
that the overall condition of my lawn is that there are many areas where the water
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penetration is far less than it was a year ago. | have attached a PDF file that shows
my irrigation schedule for the summer months of 2019 and 2020. In reading it you
will observe that [ switched my lawn watering from three days a week to twice a
week. I started out keeping the total minutes per week the same, but my lawn really
struggled so several times over June and July I have increased the length of watering
so that I actually have more minutes of irrigation in 2020 than I did in 2019. On top
of that my lawn looks the worst it has looked in the 37 years I have lived here.

Use nitrogen-based fertilizer. [ have been doing this and where the grass grows it
looks fine.

Observations for Your Consideration.

As water rates have increased I have taken many steps to reduce my water
consumption. We have an active neighborhood association and I know from many
conversations that most people with lawns in Corona del Sol Estates are struggling
as they try to keep their lawns and properties looking nice while using as little
water as possible. I have attached a number of photos of lawns in our subdivision—
there are few of any size the look decent. In the bygone days of lower water rates all
of the lawns were beautiful.

A good question for the City of Tempe to ask is this: Is our sole goal in water
management the conservation of water? The steady rise in water rates suggests
that this is the case. The outcomes of such a practice are becoming clear. Tempe
residential areas were once graced with a rich diversity of landscaping. It was
equally common to see beautiful lawns and attractive yards featuring native desert
plants. Tempe literature proclaimed “Tempe loves trees,” and much of its
promotional literature showed park-like scenes of lawns and trees.

Perhaps it is appropriate for a desert city to have as its single—or at least
predominant—goal be the conservation of water, restricting its use with ever more
punishing rates. The outcome of such a practice will be neighborhood landscaping
that looks like that of Tucson, a look unattractive to many and a far cry from the
diversity of landscaping that we have enjoyed in Tempe.

[t seems to me—as one who enjoys both the tranquility and cooling effect of a well-
manicured lawn dappled with sunshine and shade—that there is a place for beauty
and diversity in landscaping as things to be considered in creating water use
policies. Is there a place for such beautification as a priority when it comes to water
use? [ would hope that our city leaders at least consider such a possibility.

A Recommendation for Your Consideration

[ start with this admission and disclaimer: I maintain a lawn of approximately
10,000 sq. ft., have numerous mature trees, and maintain a wealth of lush
groundcovers and plants. People constantly comment on the beauty of the property
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and note how it adds value to the community. The rising water rates, however, are
making it very difficult to keep the lawn, plants, and groundcovers alive, and I
constantly struggle to keep them looking green and healthy.

In talking with various parties in Tempe Water Utilities over the years, it seems that
a possible option for helping those homeowners who long ago invested in a non-
desert look would be to provide at a reasonable cost the option of installing a
separate water meter for landscaping, and provide lower rates for water used for
this purpose. This could be done with an experimental basis using a few volunteers
(I would hope to be one of them) that are willing to pay for the new service and to
make the necessary plumbing changes to separate their household and landscaping
water delivery systems. A side benefit would be that the City could gather data to
learn for the first time the extent to which its water treatment estimations and
charges in any way reflect actual household usage and sewer disposal levels for
those with large landscaping water usage. (I know how this will turn out as [ have
separate meters installed at my own expense so I can see what goes to my pool,
what comes into the house and gets back into the sewer for water treatment, and
what is used outside the home for landscaping.)

Summary Comments

[ have lived in Tempe since 1973 and at my current address since 1983. [ personally
value a lush green landscape featuring a lawn and trees. The City of Tempe has
featured a mixed look in its landscaping, which adds to its aesthetics. Water rate
charges driven by the worthy goal of conservation are reaching the point where
neighborhood lawns and non-native plants are badly stressed and will be soon be a
thing of the past.

This observer suggests that there is value in helping homeowners who have
invested in lawns, shrubs and trees that require more water (than native plants) by
allowing them to acquire a second water meter at a reasonable price and featuring
lower water rates (similar to what is done for commercial properties). This would
allow the city to maintain its rich variety of landscaping, bolster property values,
and allow the city to gain valuable new information about water usage.

[ would be happy to meet with appropriate parties to continue the exploration of
this idea.
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Water Conservation
. Lbe P.O. Box 5002
Sustainable

Temm Tempe, AZ 85280

I Water Utilities Cit Of Tem e
IT y P

Residential Water Consultation

Resident's Address: _— Conservation Staff: A’/\(\l <I /(/(O\J /
7 L] / L

Water Meter Function and Leak Detection

Leak indication? Yes [ No

Isolation test results:

Any complications during the test?

Backflow Preventer Type  Manual { Pressure* > Other None

Is it in good condition? Yes‘ﬁﬁﬂo DONAD

Recommend replacing? Yes O NO% *Pressure vacuum breaker is recommended

Irrigation Recommendations: %S@'\\U)‘Q C\{C{\Q ;%§M£ (‘VL O(OH&H M&LS. uc@\LQf

Motwer hishid pill lowee watss noeds, Cld wgtacig 4

%M}}QLO/UQ Wesl, bud imeseose Cun dines. /\Lfoaé)« besed
L led

Is there a pool on the property? Yes%[]
Auto-fill Ye%(NO d Functioning Properly Yesh/No a

)
On WaterSmart? Yes OJ No% If not - Signed up during consultation? Yes [0 No [

Applicable Rebates:

Other Recommendations:

uaes Qacilizer stalles J%G( lcees ool (/o(r%, /

-

For any follow-up questions or if you would like more information based on today’s consultation, please call us at
480-350-2684 or e-mail conservation@tempe.gov. We can also be reached through your WaterSmart Portal!

0" ke

o
/l(ﬂ f\'\\Q(’\S\L Qa‘t
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T

Tempe

Water Efficiency Certification (WEC) Pilot Program Participation Form

‘/ \/1‘ { )
Customer Name: \ 20 [ AV :\ U ¥l Address:

Pre-Requisites: Tempe Single-Family Residential (SFR) water customer who is the homeowner or has the
permission of the homeowner to implement changes to the irrigation system. Customer’s account must be in good

standing and not be delinquent.

Participation Criteria: (All Must Be Checked) |
: / (e e
7 . 2 = 8 f 1C) /5 )
U}S& Received a water consultation (Date: VA S (oMl i ) RS
L _Registered on WaterSmart : A
A

)E\ Signed up for WHENTOWATER text alerts
;%S(Have no open leak or agree to repair any open leaks within 30 days
.. Agree to yearly follow-up consultations and periodic check-ins

/, —

Efficiency Recommendation: The resident must agree to implement at minimum one of the key recommendations
identified by staff below. Note that during consultations, staff will discuss other best practices for achieving
watering efficiency and plant health, but the key recommendations listed below save the most water and money.

Staff Resident Recommendation
Recommendations | Implements
% /[ﬂ\ Adjust the irrigation controller watering schedule appropriately to

water grass and landscape plants according to the Landscape
Watering Guidelines and taking care to prevent runoff into the
street. Modify this schedule at least four times per year. (*Highest
Water and Money Savings*)

W | Place plants with different watering needs on separate valves and
then implement the appropriate watering schedule for each
watering zone.

0 0 Upgrade irrigation controller by replacing it with a weather-based
irrigation controller with or without a rain sensor.
0 [l Replace current sprinkler heads with high-efficiency models.
" Other: | ;
e X BT <& afesf ) los
[ ¢ | fa > ) \{¢ C L/ J o |

By signing this form resident agrees to implement the chosen water savings efficiency recommendation and understands participation in this
pilot program and adjusted utility rate will last for up to 12 billing periods (contingent on any changes to the rate structure that necessitate
changes to the pilot program) and that staff will also have discretion to remove participants from WEC if they are not responsive to check-ins
and did not comply with recommendations. The effective date will be the 1% read date of the following month following submission of the

signed form (after 9/1/2019).

Resident"Signature: Resident Name (Printed): Date: }' /
"(‘ / / '.' — | [ )] / / a’
AL Gavy Keshenbub| 76 |19
= { 7 Il /
/
Staff Signature: ‘) Sta}"f Name (Printed): Dgte/:' /

210 [\ sy y Ol 110
///f\\l) K ,\—,// /{! v XI NSt 1/ :’/! (r { -/

gee\‘\(s ‘ ) \ . Page 2 of 2 o
s fonds —Coue & dempe A



Gary Krahenbuhl

Water setting and usage

Lawn (Major watering)

2019 2020

Station times/week min/time total Station times/week min/time total
1 3 22 66 1 2 45 90
2 3 22 66 2 2 45 90
3 3 22 66 3 2 45 90
4 3 18 54 4 2 35 70
5 3 18 54 5 2 30 60
6 3 22 66 6 2 40 80
7 3 22 66 7 2 40 80
8 3 22 66 8 2 40 80
9 3 22 66 9 2 40 80
10 3 22 66 10 2 40 80
11 3 30 90 11 2 45 90
Total 770 min 890 min
Established Plants: Major Drip Irrigation

12 1 85 85 12 1 60 60
13 1 85 85 13 1 60 60
14 1 85 85 14 1 70 70
15 1 85 85 15 1 85 85
Total 340 min 275 min

See next page for additional station watering
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Krahenbuhl / (continued from page 1)

Supplemental watering*

1019 2020

Station times/week min/time total Station times/week min/time total
1 7 5 35 1 7 5 35
2 7 5 35 2 7 5 35
3 7 5 35 3 7 5 35
4 7 5 35 4 7 5 35
5 7 5 35 5 7 5 35
6 7 5 35 6 7 5 35
7 7 5 35 7 7 5 35
8 7 5 35 8 7 5 35
9 7 5 35 9 7 5 35
10 7 5 35 10 7 5 35
11 7 5 35 11 7 5 35
Total 385 min 385 min
New transplants: Minor Drip Irrigation

12 6 5 30 12 6 7 42
13 6 5 30 13 6 6 36
14 6 5 30 14 6 7 42
15 6 5 30 15 6 9 54
Total 120 min 174 min
Grand Totals 1,615 min 1,724 min

* The lawn watering is necessary to keep the tall fescue grass alive in the heat of the summer. It will grow
in the shade, but must have a cooling spray in the mid afternoon. The new transplants cannot go a full
week without water. They get a few minutes of water each day until their roots have grown deeper in the
soil and until they have enough leaf development to shade their inner branches.
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Tina Sleeper(Municipal Utilities) email response to Gary Krahenbuhlon July 23, 2020 at 7:10 a.m.:

Hi Gary,

Thank you for the phone call. | have received youremail and the attachments. Thank you for
your time compiling your observations and thoughts. | will share your memo with my leadership.
When it comesto the water consultation comments, | will review those with the Water
Conservation Specialists, and we may reach out to discuss details.

Thank you,

Tina Sleeper, Water Conservation Coordinator

Water Utilities — Water Resources

Municipal Utilities Department

E-mail: Tina Sleeper@tempe.gov

Desk: (480) 350-2668

Website: www.tempe.gov/conservation

DO YOUR PART— GET WATERSMART!

Track Your Water Usage — visit www.Tempe.Gov/WaterSmart

Gary Krahenbuhlemail response to Tina Sleeper (Municipal Utilities) on July 23, 2020 at 8:46 a.m.:
Tina,

Thank you again for the time you spent with me on the telephone yesterday and for confirming
the receipt of the materials | sentto you. | would be happy to visit with you or others about
what| see as a “tipping point” that we may have reached where it has become too expensiveto
getthe waternecessaryto keep a large lawn looking nice during the summermonths. If| am
right our neighborhoods will go through a sad transformation from green to brown to nothing
but desertlandscaping. That will certainly alter the visual impression one gets driving through
Tempe communities.

Gary
Gary Krahenbuhlemail to Tina Sleeper (Municipal Utilities) on August 16, 2020 at 2:29 p.m.:
Tina,

Did you have a chance to share my email foryour leadership? Did you get any responses? |
have heard nothing from anyone. | was hopingto visit with some of the higher-ups before the
City acts furtheron water rates or changes in water use policies.

It might be usefulfor me to know the names and titles/positions of those with whom you shared
my email and attachments.

Thank you again for your attention.

Gary Krahenbuhl

Steve White (Municipal Utilities) email response to Gary Krahenbuhlon August 24, 2020 at 4:20 p.m.:
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Mr. Krahenbuhl,

Thank you for the detailed information about yourlandscape and participation in Tempe’s
Water Conservation program. Tempe’s Water Conservation Programis more than a regulatory
requirement;itis a means by which Tempe ensures that wateris used efficiently and
responsibly forall needs of the waterservice area. This is accomplished through effective
water-saving best practices and targeted outreach. The Conservation Program supports the
goals of the Water Resources Plan, which outlines how Tempe maintains a robust and resilient
waterresources portfolio sufficientto meetthe current and future needs of the

community. Both the Water Conservation Strategic Plan and the Water Resources Plan are in
the process of being updated. Itis anticipated that updated versions of both will be available by
the end of 2020. The current version of the Water Resource Plan can be found online.

One of the many things | love about working here at the City of Tempe is interacting with
knowledgeable, engaged and thoughtful citizens. From your memo, | can tell that you are
familiar with Tempe’s Water Utility. | appreciate yourinsight into the conservation program and
Tempe’s waterrates. OurConservation Program is always seekinginputon how to better
achieve our goals of effective outreach and responsible use of water. Asyou may know, water
rates are setthrough a comprehensive process. This process seeksto setrates at appropriate
levels to supportthe critical functions necessary to produce and distribute high quality potable
waterand collect, treat and safely dispose of wastewater. Althoughthe WaterResources
Sectionis involved in the rate study process, there are many stakeholders and stepsinvolvedin
this process. I’'m happy to have a conversation with you about these topics but, as Tempe’s rate
study is currently underway, | strongly encourage you to participate directly in that process.

The 2020 Waterand Wastewater Rate Study Webpage provides details of the work that has
been completedsofar, including a number of recorded presentations that you may find
informative regarding rate setting and rate structure development. We’ve included your
comments from your letterand appreciate your feedback onrates. Allthe commentsthe City
receives are compiled and provided to the Tempe City Council. If you have additional
comments, please use the Utility Rate Study Comment Form, as these responses are emailed
directly to me.

In orderto ensure thatyour concerns related to landscape are addressed, Tina Sleeper will be
reviewing the recommendations and results in your thorough memo and scheduling time with
you to discuss the findings. Once that’s complete, we’d like to provide possible next steps and
additional measures that may be appropriate for your landscape.

I'll be sharing yourinsights and data with our Deputy Municipal Utilities Director for Water
Utilities for review.

Thank you, again, forreaching out to us on this important issue.

Sincerely,
Stephen White
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Stephen White

City of Tempe, Municipal Utilities Department
Municipal Utilities Business Manager

Office: 480-350-8847 Cell: 480-353-7386
stephen white@tempe.gov

Gary Krahenbuhlemail response to Steve White on August 24, 2020 at 4:53 p.m.:
Stephen,

Thank you for the response. | like to work through channels, so will appreciate any opportunity |
might be given to provide input about Waterand Wastewater policies. | plan to review the
documents to which youreferred and look forward to further conversation.

Gary
Steve White (Municipal Utilities) email response to Gary Krahenbuhlon August 25, 2020 at 5:33 p.m.:
Thank you, Mr. Krahenbuhl,

| look forward to our future conversations and answering any questions you may have. As a
preview tothe next month, we are scheduled to present our rate study recommendations to
City Council at the September 17, 2020 Issue Review Session. Following the City Council
meeting, there will be a public comment period foraccount holders to provide their

feedback. Additionally, there will also be a live public Webinar on September 22, 2020 from
12p.m. to 1:30p.m. The City of Tempe Municipal Utilities Director and Deputy Director will give
a presentation and answer questions from the virtual audience. All of the feedback fromthe
public comment period which includes the live Webinar will be provided to City Council.

Stephen

Stephen White

City of Tempe, Municipal Utilities Department
Municipal Utilities Business Manager

Office: 480-350-8847 Cell: 480-353-7386
stephen white@tempe.gov

August 17, 2020 — Hugo Zettler
On August 17, 2020, 2:55 p.m., Hugo Zettler called and left the following transcribed voicemail:

Hey, this is Hugo Zettler again from the Prosecutors Office. | live at_ in

Tempe, Arizona. AndI’mall for this conservation, but | need to know what regulation or how it
is that afteryou use 40,000 gallons of water, you getinto a special category where they charge
youthree timesthe amountforthe same amount of water. While conservation is great, when
the temperatureis 116 degreesandit’s over 110 for months, it’s almost impossible to conserve
waterand its sort of like a penalty for something | have no control over. | realize that I've talked
to you before. | know that you don’t have a lot of control over this, but| want to know who
doesbecause | sure as heck wantto talk to somebody aboutit. And| also have anotherissue. |
live nextto the watertreatment plant off of Guadalupe and Price and the trees and stuff back
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there are all dying because nobody’s puttingany wateron themand it’s getting to look rather
ugly. I’dlike to know who | can contact about that also and maybe something can be done so
those trees survive. I'd also like to make sure my trees and my yard and my grass and my plants
survive, and while | understand that over 40,000 gallons you charge me more, it justdoesn’t
seemto be reasonable with the conditions thatthey have been forthe pasttwo months.
Anyway, I've said my peace. Please call me, I’'m on 8931.

Steve White (Municipal Utilities) left a voicemail for Hugo Zettler on August 21, 2020.

Tina Sleeper (Municipal Utilities) spoke with Hugo Zettler on August 26, 2020 regardingthe trees at
South plant. Hugo did not receive Steve’s voicemail, so Tina provided Steve’s direct number.

Steve White (Municipal Utilities) spoke with Hugo Zettler via telephone on August 26, 2020. Hugo has
lived in the same house on a half-acre lot for a long time. Hugo is frustrated this summerwith the
record heatand is unable to keep the grass and plants green and alive and has used more waterthan
everbefore. Hugowas not interested in discussing the rate study, process or structure and understands
the rates, the need for conservation and the rising cost of water.

September 9, 2020 — Lance Hilpert
Following a phone conversation, Tina Sleeper (Municipal Utilities) sent the following email to Lance
Hilpert on September9, 2020, 9:59 a.m.:

Dear Mr. Hilpert:

Thank you for your call this morningand your questions. Asa follow up on ourcall, here are the
links | promisedto send:

Single-Family Residential Rates

2020 Water and Wastewater Rate Study

Link to the second Rate Study Public Meeting (September 22 at noon)
Utility Rate Study Comment Form

Additionally, I've cc’ed the Water Resources Manager, Craig Caggiano, and the Municipal
Utilities Business Manager, Stephen White, in case you have additional questions on either
Water Resources (Craig) orthe 2020 Rate Study Process (Steve).

Sincerely,

Tina Sleeper, Water Conservation Coordinator

Water Utilities — Water Resources

Municipal Utilities Department

E-mail: Tina Sleeper@tempe.gov

Desk: (480) 350-2668

Website: www.tempe.gov/conservation

DO YOUR PART— GET WATERSMART!

Track Your Water Usage — visit www.Tempe.Gov/WaterSmart
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Craig Caggiano (Municipal Utilities) email to Lance Hilpert on September 11,2020, 1:02 p.m.:

Mr. Hilpert,

Thank you for reaching out regarding Tempe Town Lake. I’'m happy to have a conversation with
youregarding how the lake is operated from an infrastructure and waterresource perspective.

| can be reached via email, or if you prefera call I'd be happy to accommodate that. However, |
am a little limited on time for the rest of the day. If you can provide some dates and times that
work for you nextweek!’'m sure we’llbe able to set something up.

Thank you,

Craig M. Caggiano

Water Resources Manager
Tempe Town Lake / Water Resources/ Warehouse

WaterResources@tempe.gov

Municipal Utilities / Water Utilities Division
P.O. Box 5002, Tempe AZ85280

480.858.2160 (Office)

480.250.5336 (Cell)

Lance Hilpert sentthe following email to Tina Sleeper (Municipal Utilities) on September 11, 2020 at
12:48 p.m.:

Ms Sleeper-thankyou for yourresponse. | received 2 emails from you today. | did not getan
email yesterday, etherin myinbox or spam folder.

You told me that | could contact Water Resources Manager, Craig Caggiano, and/orthe
Municipal Utilities Business Manager, Stephen White with questions re: waterevaporation and

the city's water conservation program, but did not include their email addresses or phone
numbers. Looking forward to receivingthose.

Thanks again foryour response,
Lance Hilpert.

Tina Sleeper (Municipal Utilities) sent the following email response to Lance Hilpert on September11,
2020 at 2:10 p.m.:

Dear Mr. Hilpert,
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| justreceived your email letting me know that you did notreceive the email | sentbelow on
Wednesday. |am verysorry to hear that. Please letme know if you receive this one.

Thank you,

Tina Sleeper, Water Conservation Coordinator

Water Utilities — Water Resources

Municipal Utilities Department

E-mail: Tina Sleeper@tempe.gov

Desk: (480) 350-2668

Website: www.tempe.gov/conservation

DO YOUR PART— GET WATERSMART!

Track Your Water Usage — visit www.Tempe.Gov/WaterSmart

Tina Sleepersentthe following email response to Lance Hilpert on September11, 2020 at 3:40 p.m.:

My apologies Mr. Hilpert on leaving out their contact information. Craig, the Water Resources
Manager, has contacted you directly via email and included his contact informationin his email
signature. Steve is overseeingthe rate study, and here is his contact:

stephen white@tempe.gov

480-350-8847
Thank you for your questions and patience.

Tina Sleeper, Water Conservation Coordinator

Water Utilities — Water Resources

Municipal Utilities Department

E-mail: Tina Sleeper@tempe.gov

Desk: (480) 350-2668

Website: www.tempe.gov/conservation

DO YOUR PART— GET WATERSMART!

Track Your Water Usage — visit www.Tempe.Gov/WaterSmart

Steve White (Municipal Utilities) sent the following email to Lance Hilpert on September 14, 2020 at
12:59 p.m.:

Mr. Hilpert,

Thanks for your interest in learning more about Tempe’s water and wastewater rates. As Tina may have
mentioned, we are wrapping up our 2020 Water and Wastewater Rate Study and will be presenting our
recommendations to City Council at the September 17, 2020 Work Study Session. I'm happy to discuss
any questions you may have. Please give me a call or let me know if you prefer to schedule a meeting.

Thanks,
steve
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r Stephen White
I City of Tempe, Municipal Utilities Department

Municipal Utilities Business Manager

Tempe Office: 480-350-8847 Cell: 480-353-7386

Municipal Utilities stephen_white@tempe.gov

Lance Hilpert called Steve White on September23, 2020 at 10:23 a.m. Lance asked Steve if he knew of a
‘Save water, soyour children and grandchildren will have water’ flyerthat was mailed out and if he
knew how much water in the City of Tempe is lost to evaporation. Lance has performed an analysis and
estimated that Tempe loses millions of gallons per yeardue to evaporation between Tempe Town Lake
and the lakes at City parks and at the golf courses. Lance stated it is hypocritical that the City asks
residents to conserve waterwhen the City does not. Lance then asked why the City follows a tier rate
structure instead of a flat fee per 1,000 gallons. Steve responded thatthe City hires a third-party
consultant, follows industry best practices and ensures that the process, methodology and rates are just
and reasonable per Arizona Revised Statutes. Lance asked if Steve was aware of any legal challenges to
this; Steve replied that he was not aware. Lance stated that the single family tiered pricing structure for
wateris a socialist scheme to milk the rich and play Robin Hood.

September 14, 2020 — David Rice
David Rice sentthe following email to Council Communicatoron September 14,2020 at 4:03 p.m.:

Mayor and Council,

Please present how residential water chargesinindividual rate tiers are calculated.
This calculation is not shown in the 2017 rate study, nor is it shown in the 2020 rate
study recommendations.

My impression of what is happening in the tier rate calculationis that water usage of
high usage (upper rate tier) customers is smoothing out

the peaking of Tier 1 and Tier 2 water user usage. (I've included a pictorial
representation of what seems to be going on)

Using some water use of high tier customers to smooth peaking of low tier customers
exaggerates the percentage of the peaking cost that is

allocated to the higher tier water users. This increases higher tier rates more than they
might normally be.

Water treatment and water distribution costs due to max day and peak hour demand
are significant. (see 2017 rate study)

2017 Final Utility Rate Study:

page 84 details:

32% of water treatment costs are allocated to max day demand

23% of water distribution costs are allocated to max day demand

28% of water distribution costs are allocated to peak hour demand
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Please be transparent if we are shifting the peak demand costs to higher tier residential

customers.
Please provide how these residential tier charges are calculated.

Thanks,
David Rice

The attachmentis provided on the following page.
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Alex Chin (Council Aide) sent the following email response to David Rice on September 17, 2020 at 1:22
p.m.:

Hello David,

Thank you for emailing the Mayor and Council regarding water rates calculations. Please be
assured that Mayorand Council are copied on this reply. | do appreciate your patience as |
asked city staff to assist in this topic. Please see the response below from our Municipal Utilities
department:

Dear, Mr. Rice,

Water service costs are recovered from customers in two ways: fixed monthly service charges
and monthly metered water volume charges.

Fixed monthly service charges include a charge for customer service costs, such as those
associated with administration, customer service and billing, metering and meter reading
(Customer Charge), and a charge for a portion of the average day or “base” system capacity
cost. The customer charge is a fixed dollar amount charged to each customer. The portion of the
average day or “base” system capacity charge is scaled, by meter size, and calculated using the
most recent three-year average of monthly water use. This cost is then charged to each customer
as a fixed dollar amount. Revenue from fixed monthly service charges stabilizes the utility’s
revenue stream and industry standard is 20 to 30 percent of a water utility’s total revenue from
fixed monthly service charges. Lower levels of fixed cost recovery can potentially impact bond
ratings, which may lead to higher interest rates on financed debt. The recommended adjustments
for this year will increase our utility’s revenue recovery from fixed monthly service charges from
19 percent currently, to 22 percent.

Monthly metered water volume charges are based on the number of billable units (1,000 gallons
per unit) of water consumed during a monthly billing period, in accordance with Tempe’s
established water service rate structure. Water service rates in Tempe are determined utilizing
principles and methodologies established by the American Water Works Association (AWWA),
which is the water industry standard in the U.S. The AWWA M7 Principles of Water Rates, Fees
and Charges (7 ed.) provides a cost-based allocation methodology and development of rates
and charges that are Just and Reasonable, per State law, and legally defensible.

To your request, “Please present how residential water charges in individual rate tiers are
calculated”’, | offer the following:

Each customer classification has unique water demand characteristics and thus places different
demands and costs on the water system. In addition to the cost to satisfy the average day water
demand of our customers, costs are additionally and significantly impacted by peak water
demands since the water system is designed, built, operated and maintained to meet these peak
water demands at all times. Water mains, booster pump stations and water storage tanks, for
example, are sized to meet these specific customer water demands when they occur. This is why
peak demands are a significant factor in cost of service calculations in our rate studies and why
we recover costs, proportionally, from the customer classes creating these peak demands, i.e.,
customers with higher average day, maximum day and peak hour demands are assigned higher
charges, while customers with lower average day, maximum day and peak hour demands are
assigned lower charges. Using 2019 AMI data, the proportion of meters, base capacity and extra
capacity by customer classification were determined and system cost components were
proportionally allocated to each respective customer classification. As referred to earlier, this
process is in accordance with the AWWA M1 Manual (base plus extra capacity process).

Unlike the other customer classifications, the Single Family Residential customer class includes
groups of customers with similar water use and water demand characteristics. These similarities
allow for more precise proportional allocation of the cost of providing water service, within the
class, by establishing an inclining block rate or “tier” structure. The cost per billable unit of water
is determined utilizing this modern rate setting approach and ensures that the price of water, by
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tier, reflects the underlying cost of providing the service to those customers receiving water in
each respective tier.

To determine how each respective tier is charged for its monthly metered water volume, we first
performed a detailed cost of service analysis, which concluded that out of the total annual cost to
provide water services (about $59.5 million), $19.6M is attributable to the Single Family
Residential customer classification. We then determined what proportion of that $19.6M was
attributable to average day, maximum day, peak hour and customer costs. The amounts
calculated from the cost of service analysis are presented in the table below, by cost component
(Single Family Residential customer class only):

Average Day $10.6M
Maximum Day $3.7M
Peak Hour $2.2M
Customer $3.1M
Net Cost of Service $19.6M

Customer costs ($3.1M), and a portion of average day or “base” system capacity cost ($2.8M),
are recovered through fixed monthly service charges. The remaining $7.8M of the average day
cost is recovered through a uniform “base charge”, which is part of the monthly metered water
volume charge and is the same amount in each tier. Whether Tier 1 or Tier 5, $1.67 of each
respective tier charge, per billable unit of water, is charged to recover average day costs. To
determine what the cost of each respective tier charge per average day billable unit is, the
remainder of the average day costs ($7.8M, rounded) is divided by the total number of billable
units from test year 2019 (4,716,429) to reach the total of $1.67 per billable unit of water.

The Remaining costs of $3.7M in maximum day and $2.2M in peak hour are also recovered in the
monthly metered water volume charges component of the Single Family Residential customer
classification rates. Unlike the remainder of the average day costs, which are allocated uniformly
to each respective tier, maximum day and peak hour costs are allocated proportionally to the
tiers, based on the amount of peaking in each respective tier.

Tier 1 has very little change in demand throughout the year and the result is only a small portion
of maximum day and peak hour costs being allocated to Tier 1. Higher tiers have greater
allocations of maximum day and peak hour costs due to their relatively larger contributions to the
Single Family Residential customer class peak demands, based on observed demand
characteristics and patterns from 2017-2019.

The following table includes the billable units of water (1,000 gallons/billable unit) in each tier of
the Single Family Residential customer class, which was used as the denominator to calculate
the updated tier prices per 1,000 gallons.

Tier1 2,112,755
Tier2 1,104,157
Tier3 701,799
Tier4 526,100
Tier5 271,617
Total 4,716,429

The result of the proportional cost allocation, as indicated in the tables above, is the inclining
block rate or “tiered” rate structure. This structure provides cost-based, proportional allocation of
costs to customers, based on the cost to provide service to that customer, as indicated in the
below chart.
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Single Family Residential Cost Component Allocation to Tiers
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Please note that tier pricing is applied only to the billable units of water consumed within that
tier. For example, if a customer used 15,000 gallons of water:

e Gallons 1 through 6,000 will be charged at the Tier 1 rate.

e Gallons 7,000 through 12,000 will be charged at the Tier 2 rate.

e Gallons 13,000 through 20,000 will be charged at the Tier 3 rate.

You would not be charged the Tier 3 pricing for all 15,000 gallons.

Each customer pays the same amount for the water they use in each respective tier. For
example, a customer using 20,000 gallons of water in a month would pay $1.84 per 1,000 gallons
in Tier 1, $2.83 per 1,000 gallons in Tier 2, $3.89 per 1,000 gallons in Tier 3, etc. Every customer
is charged the same billable unit cost for water used in each tier.

With the tiers priced in the manner described above, the proportions of revenue recovered from
all metered volume water charges is shown below:

Average Day Allocation (%) Maximum Day Allocation (%) Peak Hour Allocation (%)
Tier (2019) (2017-2019 Average) (2017-2019 Average)
Tier 1 45% 6% 6%
Tier 2 23% 22% 22%
Tier 3 15% 26% 26%
Tier 4 11% 29% 29%
Tier 5 6% 17% 17%
Tier Average Day Cost Maximum Day Cost Peak Hour Cost
Allocation ($M) Allocation($M) Allocation ($M)
Tier 1 $3.5 $0.2 $0.1
Tier 2 $1.8 $0.8 $0.5
Tier 3 $1.2 $1.0 $0.6
Tier 4 $0.9 $1.1 $0.6
Tier 5 $0.5 $0.6 $0.4
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Regarding your second request, “Please be transparent if we are shifting the peak demand to
higher tier residential customers.” While transparent and in accordance with industry best
practices and methodologies, the cost-based allocation process and calculation was not as
precise or detailed in the 2017 Water and Wastewater Rate Study as it is this year. The
methodology used, as stated above, was the same in 2017, but this year we had the powerful
Advanced Metering Infrastructure (AMI) data to leverage, which provided a very accurate and
much more precise understanding of customer use, demand characteristics and the true cost of
service by customer classification. We are not “shifting the peak demand to higher tier residential
customers”. As discussed throughout this response, costs are proportionally allocated based on
customer demand and use characteristics, in accordance with industry standards and best
practices, following a cost-based approach to utility cost allocation.

This process, as indicated in part above, will be further detailed in our 2020 Water and
Wastewater Rate Study report, which we hope to publish on our Rate Study Website in

October. As of now, we are awaiting further policy guidance from the City Council and finishing
up our document review process. Transparency in all we do is critical to maintaining the trust and
confidence of those who task us with executing this important work and we take our responsibility
as stewards of our customer’s and the public’s financial resources very seriously.

Thank you, again, for your questions and your engagement in our 2020 Water and Wastewater
Rate Study process. Your questions and input provide valuable insights and help us make better,
more informed decisions.

Please feel free to contact Stephen White, Municipal Utilities Business Manager, or me, with any
additional questions.

Regards,

Terry Piekarz, Municipal Utilities Director

Alex Chin

Council Aide

City of Tempe

Phone: (480)350-8545
Email: alex_chin@tempe.gov

David Rice sentthe following email response to Alex Chin, Terry Piekarz and Steve White on September
21, 2020 at 11:05 a.m.:

Terry,
Thanks for the reply and explanation. |am fairly familiar with the utility rate documents
that the city has presented to the public.

| believe there was an explanation of the residential water rate tier calculationsin the
2015 final rate study. Though it is not the most recent rate study,

it provides a slightly different presentation of similar data, that in some aspects, was
better explained.

It is no longer on the Tempe Utilities website. Isit possible to have the 2015 rate study
posted again?
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| will try to ask my question a different way. Regarding Single Family Residential
customers, as you stated, groups of customers are separated due to

sub-groups' similar water use and water demand characteristics. Thatleadsto my
questions.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 5 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
substantially more than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 4 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays more
than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 3 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
roughly what is required for cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 2 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays less
than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak at the tier 1 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
substantially less than cost recovery.

There is also a large seasonality in Landscape customer class water use. Why wouldn't
we implement a tiered rate structure for Landscape class water use?
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We wouldn't because it is unfair to larger water volume landscape meters. If one
assumes that the seasonal peaking ratiois roughly the same

for low water volume meters as it is for high water volume meters, implementing a 2
tier rate structure would push most the peaking chargesinto

the higher tier, increasing rates for higher volume Landscape meters, creating an
inequitable rate structure for Landscape customer class users.

Maybe this is why a tiered rate structure was never implemented for the Landscape
customer class.

| expect, and | understand that it is impossible for every individual customer to be
charged exactly what is required for cost recovery.

However, it seems that large, distinct subgroups within the Single Family Residential
customers class are charged fees that do not closely align with cost recovery.

Thanks again for your reply,
David Rice

David Rice senta second email response to Alex Chin (Council Aide), Terry Piekarz (Municipal Utilities)
and Steve White (Municipal Utilities) on September 24, 2020 at 3:23 p.m.:

Terry, Stephen,

Thanks for hosting the water rate webex meeting. It was very informative.

As a follow up to the Webex public meeting, Stephen mentioned he would get back me
asto

how Fire Protection costs are charged to rate payers.

I'm curious if it is charged as more of a fixed sum per customer (possibly differing per
customer class), or if there is an additional charge per unit

of water used?

On page 84 of the 2017 rate study it looks asthough Fire Protection water volume is
apportioned among the different customer classes, so I'm curious how that water cost is
accounted for.

Also, on the call | had asked about the water distribution requirement of fire protection,
and if that cost is accounted for and if and how that cost is allocated to customers.

It seems as though the fire protection minimum peak hour distribution requirement
would be the same for both low water use single family customers and high water use
single family customers.

It seems some peak hour costs should be allocated due to the *possible need* for peak
hour distribution (fire), as opposed to the regular use of peak hour distribution.

Another question regarding the Single Family rate class:

Does the city have any estimate to how much of the total water volume (4.71M units) in
the Single Family rate class to being used for outdoor irrigation?
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A guestion regarding the email that you sent:
It seems like in order to getthe $1.67/billable unit (for average day usage), the average
day cost needs to be $7.9M, not $10.6M.

(4,716,429 xS1.67 = ~$7.88M)
The recovered peak hour dollars from the bottom table match the top table ($2.2M)

The recovered max day dollars from the bottom table match the top table ($3.7M)
However, the average day dollars from the bottle table ($7.9M) does not match the top
table ($10.6M).

the determined proportion of that $19.6M was attributable to average day, maximum day, peak

hour and customer costs:

Average Day $10.6M
Maximum Day $3.7M
Peak Hour $2.2M
Customer $3.1M
Net Cost of Service $19.6M

Billable units per residential tier:

Tier 1 2,112,755
Tier 2 1,104,157
Tier 3 701,799
Tier 4 526,100
Tier 5 271,617
Total 4,716,429

Recovered dollars from each tier:

Tier Average.Day Cost Maximum_ Day Cost Peak Hpur Cost
Allocation ($M) Allocation($M) Allocation ($M)
Tier 1 $3.5 $0.2 $0.1
Tier 2 $1.8 $0.8 $0.5
Tier 3 $1.2 $1.0 $0.6
Tier 4 $0.9 $1.1 $0.6
Tier 5 $0.5 $0.6 $0.4

Since the Single Family rate class has approximately 20 times as many customers as the

Landscape rate class (32364 vs 1892),

has the city, even as just a thought exercise, subdivided the Single Family rate class and
calculated each cost allocation individually?
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| believe that is what one of the stakeholders in the stakeholder meetings had requested
that the city do. | believe it was for 'agricultural' properties.
That is the thrust of the questions that | had asked earlier:

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 5 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
substantially more than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 4 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays more
than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 3 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
roughly what is required for cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak into the tier 2 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays less
than cost recovery.

If we were to look at the sub-group of Single Family Residential customers who have
bills that peak atthe tier 1 rate, in their month of max water use.

What does cost recovery look like for this subgroup, if it's water use and peaking was
analyzed in isolation from other Single Family water users?

My sense from looking at how rate tiers are calculated is that this subgroup pays
substantially less than cost recovery.

Thanks,
David Rice
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Terry Piekarz (Municipal Utilities) sent the following email response to David Rice on September 25,
2020 at 2:36 p.m.:

Hello, David,

Thanks for attending the Water and Wastewater Rate Study Recommendations public meeting
and for your continued engagement in this process. As yourequested, attached to this email is
the 2015 Water and Wastewater Rate Study. The following paragraphs will address your
questions regarding fire protection cost recovery, single family customer class tier pricing and the
landscape customer class rate structure.

Most water utilities provide both private fire protection services (serving private suppression
systems) and public fire protection (providing and serving public fire hydrants). Fire protectionis
a unique service that the utility provides as there is very little consumptive use. The key is that
the City must be able to provide the water volumes and pressure, on demand, where and when a
fire occurs, with no ability for the water utility to have any advanced warning or control.

Tempe has dedicated monthly charges for private fire protection that recovers costs (revenue)
from users having made dedicated investments to provide fire protection systems on private
property. In contrast, public fire protection is a benefit to all customers and the costs are shared
among all water system customers. These costs are recovered through fixed monthly service
charges and, to some extent, water development fee charges that address a portion of the base
system capacity costs when new customers join the water system. The 2017 Rate Study table on
page 84 shows estimated fire flows. As these values are not directly observable, these figures
were not used for allocation purposes. Inwell-developed water service areas such as in Tempe,
water system capacity is often considered adequate to meet public fire protection needs as a
result of the investment to meet consumptive needs.

Single family customers pay two types of charges, fixed monthly service charges and monthly
volume charges, based on metered water use. Fixed monthly service charges include a portion
of average day cost (approximately $2.8M), leaving approximately $7.8M of average day cost to
be recovered in metered water volume charges. Once recovery from fixed monthly service
charges is accounted for, the remaining cost requirements will match the average day water
volume cost recovery.

Total Fixed Total Monthly
Monthly Service Metered Total Cost

Charge Volume Charge
Average Day $2.8M $7.8M $10.6M
Maximum Day $3.7M $3.7M
Peak Hour $2.2M $2.2M
Customer $3.1M $3.1M

$5.9M $13.7M $19.6M

Tempe does not analyze each single family customer’s individual cost of service. The City uses
the widely accepted industry standard of grouping customers with common water demand and
service characteristics into customer classes, as described in the American Water Works
Association M1 - Principles of Water Rates, Fees and Charges. Customer classes are assignhed
system costs based on their proportional usage of the system’s capacity. This cost allocation
process is known as “base plus extra capacity”. This method of tier pricing leads to a strong
nexus between the utility’s cost, a customer’s consumption profile and the resulting fee for
service. The rate study did not analyze the cost recovery of individual customers, or subgroups
of customers, in the single family classification. The analysis was conducted following a
methodology that results in rates applied to the overall profile of single family customers that are
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appropriate, tied to the cost of service and match the characteristics of use for the class as a
whole.

Within the landscape customer classification, there are significant seasonal changes and water
demands that the utility must meet. Using advanced metering infrastructure (AMI) data, the
landscape customer class had the highest maximum day ratio and second highest peak hour
ratio, compared to the City’s other customer classifications. The updated proportional cost
allocation, upon which rates are based, reflects these measured demands and is why the
proposed landscape rate is increasing by 13.9 percent. Although discussions during the rate
study considered changes to the landscape class rate structure, Stantec (the City’s financial
consultant) recommended that the City continue using a uniform volumetric rate to recover costs
from these customers. This rate structure is best used when customer demands vary greatly by
total volume. We commonly refer to this as customer-specific versus non-customer- specific
demand characteristics. This is best highlighted in this class by comparing a landscape meter
that is being used to water a City park versus one that is installed at a single family home. The
peaking demands may be similar, but the total metered water volume will vary greatly. Sizing
tiers becomes problematic when such great variation exists between most customers in the
class. Forthese reasons, it is most common to see a uniform rate applied to customer classes
where customer specific water demand characteristics vary greatly. Although Tempe uses
uniform rates for the commercial, multifamily, industrial and landscape customer classifications,
we still recover the full proportional cost of service of each class.

As in this year's study, staff will continue to analyze and consider modification or adjustment to
rate structures, if appropriate, in the 2022 utility rate study. Our objective will continue to be
execution of a comprehensive cost of service orrate study, conducted in accordance with
principles and methodologies established by the American Water Works Association, which is
water industry standard in the United States, with a cost-based allocation methodology and
development of rates and charges that are Just and Reasonable, per State law, and legally
defensible.

Thank you, again, for your questions and your engagement in our 2020 Water and Wastewater
Rate Study process. Your questions and input provide valuable insights and help us make better,

more informed decisions. Please feel free to contact Stephen White, Municipal Utilities Business
Manager, or me, with any additional questions.

Terry

David Rice sentthe following email response to Terry Piekarz (Municipal Utilities) on September 25,
2020 at 2:51 p.m.:

Terry,
Thanks for the reply. That clears up a lot of my questions.
| appreciate you getting back to me,

David Rice
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September 15-16, 2020 — Gary Krahenbuhl
Gary Krahenbuhlsent the following email to Laura Kajfez (Neighborhood Services) on September 15,
2020 at 1:40 p.m.:

Laura,

| have read the materials you send out pertaining to the study and recommendations regarding
future waterrates. | have collected personalwater use data formany yearsand have some
thoughts regarding the report. | have put my observationsin a two page note attached as a PDF
file. 1 hope the City of Tempe officials will considerthese items before moving forward.

Thank you for your consideration.

Gary Krahenbuhl (47-year Tempe homeowner)

The attachmentis provided in the following two pages.

82



Comments on the City of Tempe Water Rate Study and Recommendations

Gary S Krahenbuhl (47-year resident and homeowner in Tempe)

[ have read the information contained in the City of Tempe Water Rate Study and
have the following observations. These are offered in the spirit suggested by the
report of seeking customer involvement, input, and understanding through a
transparent process.

Each observation calls attention to a potential shortcoming or area of importance
that was left unattended or not fully explained. It seems reasonable to expect that
each of these items should be considered (if they have not been taken into
consideration) and explanations or rationale provided to the customers that will be
subject to the rate changes.

1. It seems that the report lacks consideration of the broader context in which it
occurs. For example, is every City service self-sufficient? In the City of
Tempe budget are collections in excess of costs in some service areas used to
support other services where collections fall short of costs? Water usage and
treatment services are part of a much larger financial operation. In most
large organizations there are areas of greater and lesser priority. An “all-
funds” approach provides budgetary flexibility and creates opportunities to
be express priorities. This study took the point of view that water services
should be self-sufficient. It would be nice for customers to know if this
reflects a foundational approach that applies to all city services.

2. The study appears to ignore any consideration of city aesthetics. Was this an
oversight or does this mean that the City of Tempe Mayor and City Council
Members are not concerned with the ability of homeowners to keep their
plants living and their properties well maintained? As the water rates have
risen over the years, neighborhoods that once were shaded and green have
turned barren and brown. The city once enjoyed a rich mix of landscaping
types, some desert and some green and lush. It offered variety and beauty.
Drive around the city today. The current water rates make it cost prohibitive
for those on half or full acre lots (who lack access to irrigation water) to keep
their plants alive and their lawns green. There is an aesthetic cost to raising
rates.

3. There is no explanation for why flood irrigation is being billed at less than
50% of its cost. It would seem that the vast majority of customers are being
billed at higher than required rates so a small number of homeowners with
large monthly water consumption pay less that their fair share. Two
homeowners a block apart and both on one half-acre lots have vastly
different charges. One pays $607 per year for irrigation water and the other
pays many times that amount. Any move to change rates should clearly
explain why this disparity exists and is perpetuated.

4. The proposed changes in water rates pays no attention to the real life
circumstances of long-time Tempe residents. The writer of this note has
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been retired and on a fixed income since 2003. He lives on a half-acre lot in
south Tempe. InJuly of 2003 (the year he retired) he used 108,400 gallons
of water and his utility bill was $214.41. His plants, trees and lawn were
green and healthy. His yard was enjoyed by his family and his neighbors as a
cool and shady respite from the summer heat and pleasant to the eye. As
rates went up he worked to conserve water. He joined the Water Smart
program. He took out ground cover in his side yard and replaced it with
gravel. He installed Toro “Precision” sprinkler heads (on his own initiative
and at his own expense), which provide a more even distribution of water
and are more efficient. He replaced water-loving trees with ones that use
less water. His most recent utility bill showed water use of 73,000 gallons
and a utility bill of $422.75. He has lost a number of plants due to a lack of
hydration and this lawn has numerous brown spots. To summarize, this
homeowner, who has been on a fixed income since 2003, now pays almost
twice as much per month for 32% less water. Itis a struggle to keep the
property looking decent during the summer months. Please understand,
each increase in water rates will exacerbate these two problems: (1) taking a
greater portion of retirees fixed incomes and (2) more and more plants and
lawns will turn brown and be lost.

5. For homeowners with large landscaping water usage, the City’s wastewater
assumptions badly inflate the amount of wastewater that must be treated. At
his own expense, this homeowner installed additional water meters
(downstream from the city meter) so he could see how much water was
being used for landscaping, in the swimming pool, and within the house (and
therefore introduced to the sewer system). Measurements over many years
show that the relationship of outdoor water use and indoor water use
(eventual wastewater in need of treatment) are actually inversely related.
That is, as summer water use goes up, indoor water use remains constant or
diminishes. Yet the City formula assumes a positive relationship, which is
almost certainly the case for the apartment dweller, but not for single family
homes on large lots. These data have been shared with those in the City of
Tempe water treatment area.

There are probably other issues that can be brought to the City’s attention. One
hopes that these items will be considered before action is taken to raise rates.

[ will be happy to respond to questions or provide additional information.

Gary S. Krahenbuhl

Home Telephone: r
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Gary Krahenbuhlsent the following email to Laura Kajfez (Neighborhood Services) on September 16,
2020 at 2:37 p.m. as a follow up to the email he senton September 15, 2020:

Laura,

This note is sentas a followup to my two-page note fromyesterday. As|thoughtabout this
further, Ithoughtthere would be value in ensuringthat my main point not be lost in the detail
of what | submitted.

The pointwas this:

The Water Rate Study and Recommendation—atleast as written up—seems disconnected
from the broader context of city planning.

As a city existingin the desert the conservation of water makes sense. The questions left
unaddressed and unanswered relate to what this means for other city goals, for the aesthetic
appearance of our neighborhoods, and for how raising rates influences the financial ability of
homeownersto keep their property looking attractive. My pointis this: if the City of Tempe
values the appearance of its neighborhoods, then the Councilmust assess how anotherrate
increase will interfere with this goal. Based on my observations of yardsin my neighborhood
and my discussion with my neighbors, | believe we have already crossed a tipping

point. If people have to choose between paying more for waterand letting theiryards
deteriorate, many are choosingthe latter option. Treesand bushes are dyingand lawns are
turning brown. Itis sad to behold.

| read the Tempe City Council Strategic Priorities that is onthe City’s website. 1found only two
cryptic entries having to do with the visual appearance of the neighborhoods. Those were:

3k 3k 3k 3k 3k 3k %k 3k %k 3k %k 5k k ok %k >k %k >k 3k %k ok %k %k %k k kkk k

¢ Achieve acitywide 25% tree and shade canopy by 2040.
Baseline: 13% Target: 25%

¢ Achieve the Counciladopted water conservation goal of less than or equalto 110 gallons of
residential water use per capita per day (GPCD).

Baseline: 111 GPCD Target: 110 GPCD by 2020

% 3k ok ok sk sk %k %k %k sk ok ok skook ok skook ok skokok ok skokook skkk k
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| was surprised that the Council Priorities seemto be largely silent on the physical appearance of
neighborhoods. Any discussion of rates should necessarily considerthe costto provide water
service, butthere are important consequences that will derive fromincreasing rates. As a
formeradministrator in a large and complex organization, It seemsto me thata healthy exercise
for the Council would be to take a comprehensive, comparative and collective look at the City’s
resources and commitments. Such an approach—as opposedto blindly making each service
self-sufficient—would give the City far greater flexibility in expressingits priorities and reaching
its goals. If such an approachis taken one can use the budgetas a documentthatempowers the
organization ratherthan constraining it.

Again, | would be happy to discuss this with members of the Council, the Mayor, and those in
the administrative and management structure that serve the community in this important area.

Gary

Gary Krahenbuhlsent the following email to Laura Kajfez (Neighborhood Services) on September 14,
2020 at 4:30 p.m. as a follow up to his previous two emails:

Laura,
Sorry to keep bothering you; | hope this is my last note to you.

A neighbor of mine (Bob Kawa) who has been very active in City issues asked me to compare
justthe water usage and charges from 2003 and 2020. In my earlier note | gave the overall
utility bill, which included service charges, taxes, watertreatment, garbage disposal, etc.

Here are the figures.
For my home—similar summer periods.

July 2003 (the yearl retired)
Water use

108,400 gallons

Water charge

$114.58

2020 (late July and early August)

Water use

73,000 gallons

Water charge

$299.27 (andthis would be higherexceptthereisno Level5 charge as | am onthe WaterSmart

Program)
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Change
Water use was reduced by 35,400 gallons
Water use was reduced by 33%

Water charge increased by $184.69 from $114,58 to $299.27
Water charge is 262% higherthan in 2003

Summary: the reward fordecreasing use of waterby 1/3 was to have the charge increase 2.6
times of what | paid in 2003.

Gary

Steve White (Municipal Utilities) sent the following email to Gary Krahenbuhlon September 25, 2020,
1:45 p.m.in response to the questionsin the three emails to Laura Kajfez (Neighborhood Services):

Dear, Mr. Krahenbuhl,

Thank you, again, foryour participation and engagementin the 2020 Water and Wastewater
Rate Study. It was nice to talk to you and answeryour questions at the rate study
recommendations publicmeeting. |appreciate the thoughtfulquestions you asked. Laura
Kajfez, Neighborhood Services Specialist, has also provided me with questions you submitted via
commentcard, through the rate study website. Below are responsesin bold text to each
question withinthe three comment cards you submitted.

1. Itseemsthatthereportlacks consideration of the broader contextin which it occurs. For
example, is every City service self-sufficient? In the City of Tempe budget are collections in
excess of costsin some service areas used to support otherservices where collections fall
short of costs? Water usage and treatment services are part of a much larger financial
operation. In most large organizations there are areas of greaterand lesser priority. An “all
funds” approach provides budgetary flexibility and creates opportunities to be express
priorities. This study took the point of view that water services should be self-sufficient. It
would be nice for customers to know if this reflects a foundationalapproach that applies to
all city services.

The costs for providing water and wastewater services are accounted for in a standalone,
business-like enterprise fund and are funded through the rates, fees and charges paid by
customers for services rendered. Solid Waste and Golf are the only other enterprise funds
in the City of Tempe where rates, fees and charges cover the cost of the service. The
remainingservices provided by the City are accounted for in the General Fund, whichis
funded by taxes. While there are some servicesinthe General Fund that do charge fees
for services rendered, such as recreation, those fees do not cover the full cost to provide
the service. Itis a best practice and industry standard for municipal governments that
provide water and wastewater services to do so using a standalone, business-like
enterprise fund. This structure ensures long term financial sustainability of the utility.

2. Thestudy appearstoignore any consideration of city aesthetics. Was this an oversight or
doesthis meanthat the City of Tempe Mayor and City Council Members are not concerned
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with the ability of homeownersto keep their plants living and their properties well
maintained? As the water rates have risen overthe years, neighborhoods that once were
shaded and green have turned barren and brown. The city once enjoyed arich mix of
landscaping types, some desertand some green and lush. It offered variety and beauty.
Drive around the city today. The current water rates make it cost prohibitive for those on
half or full acre lots (who lack accessto irrigation water) to keep their plants alive and their
lawns green. There is an aesthetic cost to raising rates.

There are several components to a comprehensive waterand wastewaterrate study and
ultimately the most appropriate rates, fees and charges are developedto align with the
organization’s strategic and operational goals relative to the provision of water and
wastewater services and the financial stability of the water and wastewater utility.

The water and wastewater rate study focuses on the cost of providing water and
wastewater services to the community. Followinga cost-based approach ensures that
rates and fees associated with providing these services are aligned with system cost
drivers and are proportional to customer use of the system.

Arizona Revised Statues 4-511.01 section D and E (shown below) requires a reasonable
justification of the rate, rate component or fee for a service.

D. Any proposed water or wastewater rate or rate component, fee or service
charge adjustmentor increase shall be just and reasonable.

E. Rates and charges demanded or received by municipalities for water and
wastewater service shall be justand reasonable. Every unjust or
unreasonable rate or charge demanded or received by a municipality is
prohibited and unlawful.

To ensure we meet the State standard, the City retains a third party financial consultantto
conduct cost of service water and wastewaterrate studies that are guided by the
principles of the American Water Works Association (AWWA) M1 Manual, which is the
national standard for the development of just and reasonable rates.

Only the cost of providing water and wastewater services was considered as part of the
study.

3. Thereis no explanation for why flood irrigation is being billed at less than 50% of its cost. It
would seemthat the vast majority of customers are being billed at higher than required
rates so a small numberof homeowners with large monthly water consumption pay less
that their fair share. Two homeowners a block apart and both on one half-acre lots have
vastly different charges. One pays $607 peryear forirrigation water and the other pays
many times that amount. Any move to change rates should clearly explain why this disparity
exists andis perpetuated.
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Flood Irrigation is not part of the potable water system or the wastewater system. Flood
irrigation water is untreated (raw) water, distributed via a separate distribution system
that has been a part of City Services foralmost 100 years. The cost recovery percentage
for flood irrigation servicesis based on City Council policy.

4. The proposed changesin waterrates pays no attention to the real life circumstances of
long-time Tempe residents. The writer of this note has beenretired and on a fixed income
since 2003. He lives on a half-acre lot in south Tempe. In July of 2003 (the year he retired) he
used 108,400 gallons of waterand his utility bill was $214.41. His plants, treesand lawn
were green and healthy. His yard was enjoyed by his family and his neighbors as a cool and
shady respite from the summerheat and pleasantto the eye. Asrateswentup he worked to
conserve water. He joined the Water Smart program. He took out ground coverin his side
yard and replaced it with gravel. He installed Toro “Precision” sprinkler heads (on his own
initiative and at his own expense), which provide amore even distribution of waterand are
more efficient. He replaced water-loving trees with ones that use less water. His most
recent utility bill showed water use of 73,000 gallons and a utility bill of $422.75. He has lost
a number of plants due to a lack of hydration and this lawn has numerous brown spots. To
summarize, this homeowner, who has been on a fixed income since 2003, now pays almost
twice as much per month for 32% less water. Itis a struggle to keep the property looking
decentduringthe summermonths. Please understand, each increase in water rates will
exacerbate these two problems: (1) taking a greater portion of retirees fixed incomes and
(2) more and more plants and lawns will turn brown and be lost.

The cost of providing water and wastewater services has increased over time for Tempe
and throughout the water industry. Tempe’s practice is to conduct periodic cost of service
or rate studiesto ensure its utility rates, fees and charges recover the cost of providing
services, reflect a proportional allocation of costs and conform to industry best

practices. Proportional cost allocation means that customer charges and rates are based
on the cost to satisfy the respective customer’s water demand characteristics. Customer
demand characteristics include average day demand, maximum day demand and peak
hour demand. Customers with higheraverage day, maximum day and peak hour
demands are assigned higher charges. Customers with lower average day, maximum day
and peak hour demands are assigned lower charges. This is the “Cost-based” approach to
proportional utility cost allocation, which is highly defensible, just and reasonable.

Water and wastewater rate studiesinclude a Rate Design component where rates, fees
and charges are developed to be most appropriate to satisfy the organization’s strategic
and operational goals. Rate design also includes an analysis of the impact of proposed
rate adjustments or rate structure changes on utility customers. This analysisincludes
seeking of feedback from City Leadership, City Council and the community and making
adjustments where appropriate. While the cost of providing water and wastewater
services are increasing annually at higherrates than the general consumer price index
(CPI1), as seenin the graph below, Tempe’s utility rates remain among the lowestin the
regionand nation. Even with the revenue increase beingrecommended by this year’s rate
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study, Tempe customers’ average monthly water bill will remain eitherbelow or at the
average, when compared to many other Phoenix metropolitan area cities.

Water & Sewer Maintenance Series

For homeowners with large landscaping water usage, the City’s wastewater
assumptions badly inflate the amount of wastewaterthat must be treated. At his own
expense, thishomeownerinstalled additional water meters (downstream from the city
meter) so he could see how much waterwas beingused forlandscaping, in the
swimming pool, and within the house (and therefore introduced to the sewer system).
Measurements over many years show that the relationship of outdoor wateruse and
indoor water use (eventualwastewaterin need of treatment) are actually inversely
related. That is, as summer wateruse goes up, indoor water use remains constantor
diminishes. Yet the City formulaassumes a positive relationship, which is almost
certainly the case forthe apartmentdweller, but not for single family homes on large
lots. These data have been shared with those in the City of Tempe watertreatment
area.

Wastewatervolumes are not directly measurable for most single family residential
homes without the addition of significantinfrastructure and cost. The City’s billing
practices for wastewater volumesinclude three customer-centricassumptions to best
estimate the wastewater contribution from the average household. Tempe usesa
winteraverage, calculated based on monthly metered water volume during the
months of December, January and February, and calculates 70 percent of that average
volume (assumes 30 percent outdoor usage in winter) to determine a volume for
monthly wastewaterreturn flow to the wastewater collection system. The maximum
calculated winter average wastewaterreturn flow is capped at 12,000 gallons,
resultingin customers with greater outdoor irrigation needs in the winter not being
penalized fortheir outdoor winter water use through wastewatervolume rates. The
winteraverage, calculated wastewater return flow volume is billed monthly for
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wastewater charges from May to April. This practice and calculation prevent higher
wastewater charges resulting from seasonal increases in potable water use. Tempe
has the most customer-centric Single Family Residential Customer wastewater billing
rate structure in the Phoenix metropolitan area.

Laura,

This note is sentas a followup to my two-page note fromyesterday. As|thoughtabout this
further, Ithoughtthere would be value in ensuringthat my main point not be lost in the detail
of what | submitted.

The pointwas this:

The WaterRate Study and Recommendation—at least as written up—seems disconnected
from the broader context of city planning.

As a city existingin the desertthe conservation of water makes sense. The questions left
unaddressed and unanswered relate to what this means for other city goals, for the aesthetic
appearance of our neighborhoods, and for how raising rates influences the financial ability of
homeownersto keep their property looking attractive. My pointis this: if the City of Tempe
valuesthe appearance of its neighborhoods, then the Councilmust assess how anotherrate
increase will interfere with this goal. Based on my observations of yardsin my neighborhood
and my discussion with my neighbors, | believe we have already crossed a tipping

point. If people have to choose between paying more for waterand letting theiryards
deteriorate, many are choosingthe latter option. Treesand bushes are dyingand lawns are
turning brown. It is sad to behold.

| read the Tempe City Council Strategic Priorities that is onthe City’s website. 1found only two
cryptic entries having to do with the visual appearance of the neighborhoods.

Those were:

%k %k 3k 3k ok 3k %k ok %k ok %k ok ok ok %k >k %k %k 3k %k ok %k %k %k 5k kkk k

¢ Achieve acitywide 25% tree and shade canopy by 2040.

Baseline: 13% Target: 25%

¢ Achieve the Counciladopted water conservation goal of less than or equalto 110 gallons of
residential water use per capita per day (GPCD).

Baseline: 111 GPCD Target: 110 GPCD by 2020

%k %k 3k 3k 3k 3k %k 3k %k 5k >k 5k sk ok %k >k %k %k %k %k ok %k %k %k k kkk k
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| was surprised that the Council Priorities seemto be largely silent on the physical appearance of
neighborhoods. Any discussion of rates should necessarily considerthe costto provide water
service, butthere are important consequences that will derive fromincreasing rates. As a
formeradministrator in a large and complex organization, It seemsto me thata healthy exercise
for the Council would be to take a comprehensive, comparative and collective look at the City’s
resources and commitments. Such an approach—as opposedto blindly making each service
self-sufficient—would give the City far greater flexibility in expressingits priorities and reaching
its goals. If such an approachis taken one can use the budgetas a documentthatempowers the
organization ratherthan constraining it.

Again, | would be happy to discuss this with members of the Council, the Mayor, and those in
the administrative and management structure that serve the community in this important area.

Gary

As you stated in your comment card “any discussion of rates should necessarily consider the
cost to provide water service”. Our objective will continue to be executionof a
comprehensive cost of service or rate study, conducted in accordance with principlesand
methodologies established by the American Water Works Association, which is water industry
standard inthe United States, with a cost-based allocation methodology and development of
rates and charges that are Just and Reasonable, per State law, and legally defensible. The
consideration of aestheticfactors that you’ve pointed out falls outside the scope of industry
accepted principles and methodologies for setting water and wastewater rates. If policy
decisions were made to setrates on that basis, the City may be opento legal challenge.

Laura,
Sorry to keep bothering you; I hope this is my last note to you.

A neighbor of mine (Bob Kawa) who has been very active in City issues asked me to compare
justthe water usage and charges from 2003 and 2020. In my earlier note | gave the overall
utility bill, which included service charges, taxes, watertreatment, garbage disposal, etc.

Here are the figures.
For my home—similar summer periods.
July 2003 (the yearl retired)

Water use 108,400 gallons
Water charge $114.58

2020 (late July and early August)

Water use 73,000 gallons
Water charge $299.27 (andthis would be higherexceptthereis no Level5 charge as | am on the
Water Smart Program)
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Change

Water use was reduced by 35,400 gallons
Water use was reduced by 33%

Water charge increased by $184.69 from $114,58 to $299.27
Water charge is 262% higherthan in 2003

Summary: the reward fordecreasing use of waterby 1/3 was to have the charge increase 2.6
times of what | paid in 2003.

Gary

The City certainly appreciates and agrees that the cost of providing water and wastewater
services continues to rise at a much faster pace than the consumer price index for the normal
annual inflation of goods and services. Unfortunately, that trend is estimated to continue as
utilities around the nation are responding to added regulatory requirements and aging
infrastructure that requires rehabilitation or replacement. Your efforts to work with our
Water Conservation staff to be more efficient with your water use is appreciated. It's
important to note, the 35,400-gallon reduction you pointed out in your monthly summertime
water use did save you $178.50 on your water bill.

Thank you, again, foryour questions and your engagementin our 2020 Water and Wastewater
Rate Study process. Restassured, yourinput, concerns and customer-specific circumstances will
be shared with Mayorand Council so they may consideryour input as part of their consideration
of proposed waterrevenueincreases.

Please feelfree to contact me with any additional questions.

Stephen White, Municipal Utilities Business Manager

 ( Stephen White
I City of Tempe, Municipal Utilities Department

i Municipal Utilities Business Manager
pe Office: 480-350-8847 Cell: 480-353-7386
Tem stephen white @tempe.gov

Municipal Utilities

Gary Krahenbuh sentthe following email response to Steve White on September 27, 2020 at 5:44 p.m.:
Steve,

Thank you for the thoughtfuland thorough response to my questions. This information helps
me understand the many issues and constraints that you deal with. | was hopingthere might be
some way to give reliefto homeowners living on large lots that committedto lawnsand lush
shrubberylongago when rates were considerably lower. It seemsthatsuchan outcome is
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unlikely. As you know, | suspectthe long-term outcome of these conditions, which are probably
unavoidable, is the loss of lawn areas from some of Tempe’s largerresidential properties.

| have studied and collected data on my own watering habits and needs, soif youneeda
resource thatis betterinformed than most, please feelfree to contact me.

Gary

September 28, 2020 — Nancy Schmehl
Nancy Schmehlsent the following email to Council Communicator on September 28, 2020 at 8:37 p.m.:

All,

I've justrecently found the latest water rate study information and the
noticed that the due date for public comment (the "survey") s listed
differently in two locations. Which one is correct?

On this webpage:
https://www.tempe.gov/government/municipal-utilities/utility-rate-information/2020-utility-

rate-study,
in the right hand column, thereis a link to the survey forfeedback and

it saysthe comment period closes on October2.

Whenyou go to the survey page which takes a couple more clicks
https://www.tempe.gov/government/communication-and-media-relations/tempe-
forum#tpeak democracy,

that page says the deadline is October 14.

Which one is the correct deadline? Most people are still unaware of the
study even beingout. | only heard about the last public meeting last
week (but afterit has already been held).

Thank you,
Nancy Schmehl

Alex Chin (Council Aide) sent the following email response to Nancy Schmehlon September 29, 2020 at
9:56 a.m.:

Hello Nancy,

Thank you for contacting the Mayorand Council regarding the Water Rate Study
feedback. Please be assured the Mayorand Council are copied on this reply.

The deadlineis Oct 14 @ 11:59 pm on the Tempe forum. The date on the right column has been
updatedtoreflectOct 14.
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The second public meetingon Sept 22 was recorded and is viewable online for your
convenience. Hereisthe YouTube link: https://youtu.be/n1T-uacugAgif you needit.

Please let me know if | can be of further assistance.
Alex Chin

Council Aide

City of Tempe

Phone: (480)350-8545

Email: alex_chin@tempe.gov

September 30, 2020 — Jordan Lavezzari

Jordan Lavezzari sentthe following email to Terry Piekarz (Municipal Utilities) on September 30, 2020, at

2:27 p.m.:

Hello Mr. Piekarz,

My name is Jordan Lavezzariand | am a journalism studentat ASU's Walter Cronkite school and |

have been followingthe water/wastewater updates at the Tempe city council meetings.

| am writing a feature story on this rate study for one of my classes and | was hoping to ask you a

few questionstoincorporate into my story.

| was also interested in seeking outa commenton this revenue increase from members of your

committee. Isthere a way for me to get in contact with them or do they remain anonymous?
Are you available tomorrow morning/early afternoon foraZoom meeting or phone call?
Thank you for yourtime and consideration!

You can reach me at jlavezza@asu.edu or_

Terry Piekarz (Municipal Utilities) sent the following response on September 30, 2020, at 4:03 p.m.:

Hi, Jordan,

I’m available to meet tomorrow at 11:00 a.m. or 11:30 a.m., if that works for you? I'd like to also
include our Public Information Officer, Shannon Reed. Via Zoom or Teams is fine for us. If you
could please send us an invitation, that would be great. Regarding our community stakeholder
group, our Neighborhood Services Specialist is going to reach out to the group, individually, to
see if they would be interested in providing comment. [f they are, we’ll put them in contact with
you. Finally, if you'd like, feel free to send me your questions and | will make sure we have
answers to all of them tomorrow.
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Thanks,

Terry

Jordan Lavezzari sentthe following response to Terry Piekarz (Municipal Utilities) on September 30,
2020, at 4:27 p.m.:

Thank youvery much, Mr. Piekarz!
| look forward to chatting with you and Ms. Reed.
11am works for me. Here is the zoom information and link for tomorrow.

Topic: Water/Wastewaterrate study Zoom Meeting
Time: Oct 1, 2020 11:00 AM Arizona

Join from PC, Mac, Linux, iOS or Android: https://asu.zoom.us/j/88680301606

Or Telephone:

Dial (for higher quality, dial a numberbased on your current location):

US:+1 602 753 0140 or +1971 247 1195 or +1213 338 8477 or +1253 215 8782 or+1

346 248 7799 or+1669 219 2599 or +1669 900 6833 or+1720 928 9299 or +1 786 635
1003 or +1267 831 0333 or+1301 715 8592 or+1312 626 6799 or+1470 250 9358 or+1
470 381 2552 or+1646 518 9805 or+1646 876 9923 or +1 651 372 8299

Meeting ID: 886 8030 1606

International numbers available: https://asu.zoom.us/u/kbChDFRWUv

Or iPhone one-tap (US Toll): +16027530140,,88680301606# or +19712471195,,88680301606#

| sincerely hope to hearfrom the group.

| have a few questions mapped outsofar. If | come up with any others, I'll be sure to send them
your way.

So far they are as follows:

What have Tempe residents said in response to the proposition of a 5.5 percent revenue
increase for the next ten years?

On September 22, you mentioned that “this year is unique.” Clearly COVID-19 has
impacted people’s physical and economic wellbeing. Can you explain how an increase
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of water and wastewater costs will be beneficial in the long run? What about the short
term effects? Would these costs pose as a detriment for Tempe residents?

-Jordan Lavezzari

On October 1, 2020, Shannon Reed (Communications and Media Relations), Terry Piekarz (Municipal
Utilities) and Tara Ford (Municipal Utilities) interviewed with Jordan Lavezzari. The feature story s
expectedto be published in the November 2020 Edition of The Wrangler.

Below is a copy of the story.

When the city of Tempe planned to increase the rates for water and waste water services
by 5.5%, they never anticipated having to do so during a global pandemic.

The municipal utilities department has been conducting a rate study showing that an increase in
funds for the next ten years is necessary for the sake of the city.

The director of municipal utilities, Terry Piekarz, shared that the revenue garnered from the 5.5%
rate increase will be stored in a reserve fund.

The fund serves to purchase equipment, manpower and other tools necessary for both foreseen
projects and “unforeseen circumstances.”

Things such as damaged pipelines or servicing local wells are all financed by this reserve fund.

The revenue increase seems simple: accumulate money in case of emergencies. However, one
thing that the utilities directors have had to sincerely consider is the state of economic crisis that
the United States is currently facing as COVID-19 continues to spread.

According to the Maricopa Association of Governments, the largest percentage of unemployment
have been in and around Tempe due to pandemic closures and cutbacks.

According to a map from the Arizona Department of Economic Security, there have been over
3,000 unemployment claims in Tempe.

It is a very tough time for the city of Tempe to be asking for higher utility rates from their
residents.

Piekarz admits that this increase “may be hard for those already struggling” during this time, but
assures that if this rate increase is postponed, the reserve fund would be depleted in case of
emergencies.

“The city has a policy at what level the reserve fund is maintained, so the impact of potentially
postponing the rate increase would result in having to make up the difference between what
you’re not collecting from your revenue by using what’s in the reserve fund balance.”

In an effort to ensure that the city was getting proper input from their residents before bringing
this rate study to the Tempe city council, the municipal utilities directors have expanded their
outreach.

The city’s public information officer Shannon Reed said that their online outreach began to take
off in 2017 but they’ve taken another step to finding representation from their residents.
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“For this rate study, we added the stakeholder group to get more feedback.” We want the most
people to be exposed to what we’re doing so we can get as many comments as possible.”

Reed remained positive that the pandemic “created new opportunities to spread the word”
through online meetings.

“As technology has improved with the fact that people are working from home, we have different
opportunities than we’ve had before. For example, Zoom meetings, or Webex meetings are used
so people can just watch from the comfort of their home.”

Since almost all residents are working from home, there are plenty of ways for community
members to provide their opinions through online surveys or join virtual meetings.

Deputy director of municipal utilities Tara Ford has explained that their outreach has changed for
the better with COVID-19 regulations modifying how they can get public opinion during rate
studies.

“The outreach that we’re doing now is extensive and it covers all of the customer classes.”

The city has a site for the ‘2020 Water and Wastewater Rate Study* that provides viewers with
past reports and webinars that are pertinent to the rate increase as well as linking a survey that
will compile all feedback for the directors before October 14™.

“We have provided several online avenues for residents to provide comment and question. We
look at every single comment and question and we respond to them very thoroughly, and for that,
our residents are happy with the feedback we give them,” Ford said.

“Our mayor and council prioritizes outreach and input from the community,” said Piekarz.

“We want to make sure that the community and elected officials that will be impacted or are
reviewing this rate study can have a high level of confidence that we are doing everything that we
can to be subjective, especially during this time."

The council will vote on December 3™ to either delay or implement the rate increase.

If the recommendation is adopted as scheduled, the rate changes would go into effect January 4,
2021.

October 6, 2020 — Gary Krahenbuhl
Gary Krahenbuhlsent the following email to Tina Sleeper (Municipal Utilities) and Steve White
(Municipal Utilities) on October 6, 2020 at 12:19 p.m.:

Tina and Steve,

This note follows up on a virtual meeting between Tina Sleeperand me earlier this morning. |
said | would provide additional feedback based on that conversation.

1. Flood Irrigation. | assume thatthe practice of providing flood irrigation at far less than cost
to some subdivisions dates to a time when much of Tempe was agricultural and farmers raising
cotton or citrus needed inexpensive water for profitability. Virtually all of that farmlandis now
gone and crop production can no longer be the reason that flood irrigation is provided at 50% of
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its cost. A point of flexibility in managing water rates might be to bill flood irrigation at
something closerto its cost. This would provide modest relief in ratesfor otherareas of water
services.

2. To assume that water use in single family homes during December, January and February is
70% of total water use is a fallacy. For those who have over-seeded large lots the actual figure is
closer to 30%. Capping the watertreatmentcharge at 12,000 gallons helps, but the subsequent
charge continuesto penalize those with large winterlawns. Although cumbersome, the
discontinued practice of making a case-by-case adjustmentforthose with winter lawns would
be fairer than usinga flat formulafor all single family properties.

3. Inresponse to myinquiry about considering the beauty and landscape variety of the City of
Tempe and the observation that the Water Rate Study makes no mention of aesthetics, the
response was: “The consideration of aestheticfactors...falls outside the scope of industry
accepted principles and methodologies for setting water and wastewater rates.” Doesthat
make it right or is this a convenient response? To take the extreme example, what would it
mean if water rates reached a point where homeowners let their trees die and theirlawns turn
to weeds? Would city leaders care? Part of what makesthe Phoenix metropolitan area
attractive is the variety in landscaping and the presence of trees and shaded lawns. (The
evaporation and shade from the plants also almost certainly results in a cooler microclimate
than one would find overunshaded pavementanddirt.). | would hope our leaders considered
how the city looks as imperative to the quality of life in the City, evenif such considerations fall
outside the scope of industry accepted principles and methodologies for setting water rates.

4. In atypical yard with automatic sprinklers that have been properly installed, water s fairly
evenly distributed across the lawn areas. Inevitably, however, anumber of variables will cause
the needforwaterto be uneven. Areastakingdirect heat of the day sun will require more
waterthan areas taking only morning or eveningsun. Sloped areas with runoff will need more
water. Sloped areasfacing north or east will require less water than those facing westor
south. In such instances, to get enough waterto the “hot spots” means overwatering
everywhere else. Thereisa new product on the marketthat improves waterretentionin hot
spots, thereby reducing the need to overwatereverywhere else. Itis called AquaSmart Pro (see
attachedimages). It improveswaterretention and reduces overallwater needs when appliedin
hot spotareas. It maybe widely available, butl know they have it in stock at Ewing Irrigation
storesin the Valley.

| hope these observations are helpful.

Gary
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Steve White (Municipal Utilities) sent the following response on Wednesday, October 14, 2020, at 2:39
p.m.:

Mr. Krahenbuhl,

Thank you for your continued participation and engagementin the 2020 Water and Wastewater
Rate Study. Your feedback fromyouremail below will be shared with Mayor and Council as they
consideradoption of recommended waterrevenueincreases at the December 3, 2020, City
Council meeting. I've also shared your concern regarding the discontinuance of sewerfee
adjustments for single family residents with Tom Duensing, Internal Services Deputy Director of
Finance. Mr. Duensingoverseesthe operations of Tempe’s Customer Services Division which

previously processed the sewerfeeadjustment applications prior to the adoption of the 12,000
gallon sewercap in January 2018.

Lastly, | appreciate yourlawn care advice as | struggle with “hot spots”in my back yard as
well. Anynew productson the marketthat reduce wateruse and keep my turf greenis great
information to have. Please let me know if you have questions oradditional feedback.

Thanks,
steve

(e Stephen White
City of Tempe, Municipal Utilities Department
I Municipal Utilities Business Manager

2 Office: 480-350-8847 Cell: 480-353-7386
Tempe stephen_white @tempe.gov
Municipal Utilities

October 11, 2020 — Erin O’Grady
Erin O’Grady sentthe following email to Councilmember Lauren Kuby on October 11, 2020, at 2:51 p.m.:

Dear Lauren,

| recently became aware of the Water Rate study that was conducted for the City of Tempe for

the next ten years of water planning. If the city needs to raise rates by 5.5% every year forten
years, the current Tiered Water Rate Structure needs to change as it puts too much of aburden

on those with larger green areas on their property. | read on the City of Tempe Website that this
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“Tiered Structure” was set up by the City Council to send a “stronger message of water
conservation” to the community, however, | do not think that this plan was well thought out. To
charge someone more per gallon simply because they want to provide a natural green space for
their children, grandchildren, and/or pets to play is unfair. Large families are being punished for
not purchasing plastic grass which burns children’s feet in the summer and is not sanitary for pet
owners, or gravel which similarly takes play spaces away, and coats the area in pesticide
repeatedly to keep weeds away making the area unsafe for children, pets, and native

wildlife. Every time | listen to a water meeting over the years, feedback from the residents of
Tempe has repeatedly shown that people are unhappy with this structure when they are directly
affected by it.

Furthermore, this structure is also unfair because owners of larger properties are already charged
more on their property taxes for their larger properties, and a portion of those fees directly
benefits the City of Tempe. So with the additional tiered water structure, it is like we are being
taxed twice for a larger property. Do you realize after the ten years of 5.5% increases, some
residents’ water bills will increase by thousands of dollars per year due to the Tiered Structure?
Should we let our yards die because we can’t afford our water? Should we be forced to ruin play
spaces forour children because the City Council doesn’t value what green spaces do for the
health and well-being of children and adults? Communal play spaces for children are not even
readily accessible or safe right now due to COVID-19, but even so, should families have to use
communal play spaces because the City government values those over private property green
spaces?

Please consider removing or amending the Tiered Water structure in order to remedy these
concerns, and | look forward to new positive changes to come in the future.

Thank you,
Erin O’'Grady
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Councilmember Lauren Kuby sent the following email response on October 11, 2020, at 3:31 p.m.:

Erin, my sausage fingers sent this email off too early! Here is what | meanttosend:
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I's be happy to speak with you in detail about the tiered water rate structure, wherein residents
pay forthe cost of service for each tier (If you are in Tier V, for example, you pay the cheaper
rates for Tier 1-1V and then only that amount of waterthat is above Tier V is charged Tier V
pricing.

We do have incentive programs for those in your situtation. If you have a large lot and go above
Tier V regularly, you can drop down to Tier IV pricing if you participate in our WaterSmart
program, have a free water audit and consultation, and sign up to view your water use on our
Water Smart portal)? We also rebate the full cost of a irrigation controller (valued at more than
$350). More info on the Water Efficiency Certification (WEC) Pilot Program is

here: https://www.tempe.gov/government/municipal-utilities/water/water-
conservation/residential

Water Conservation - Residential | City of Tempe, AZ

Saving water at home starts with knowing where your water goes. Up to 70% of your
home water use may be currently used in your landscape, but there are ways to
increase efficiency while maintaining or improving the health of your landscape plants..
Inside your home, efficient or innovative plumbing could save you money and water,
every time you use the restroom or wash your clothes.

www.tempe.gov

There were surprising discoveries that came out of our Water Rate study:
https://www.tempe.gov/government/municipal-utilities/utility-rate-information/2020-utility-
rate-study

2020 Water and Wastewater Rate Study | City of
Tempe, AZ

Tempe’s water and wastewater infrastructure is
essential to the quality of life in our community. This
largely unseen network of treatment facilities, pipes
and valves requires effective management, efficient
operation, routine maintenance and emergency
repair, rehabilitation and investment.

www.tempe.gov

Did you know, forexample, thatapartment dwellers actually pay disproportionately more for
their waterthan large water users (Slide 10 of the Sept 17) presentation to Council? Or that we
are in the lowest grouping of water rates among other East Valley cities? We are the third
cheapest of 8 cities and after this rate increase, we will still be the third cheapest. See chart:
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We cannot take fromthe General Fund to pay for water consumption. The costs of the water
must, by law, be paid for by those who use the waterand the tiered system, which almost every
city in the SW usesto calcuate waterrates, is fair because people pay forthe true costs of their
wateruse. Different customertypes use the system functions differently and, as a result, the
cost to serve these customertypesvary.

I'm throwing alot at you and would love to discuss overthe phone, if you have the time. Like,
you, | hate plastic grass and worry about the health impacts on our kids. | think there are ways
we can pay for our water use that discourages waste and encourages conservation.

bBst,

Lauren Kuby

Councilmember, City of Tempe

Pronouns: She/Her

480-313-8451

Facebook: Lauren Kuby, Councilmember of Tempe, AZ
Twitter: @LaurenKuby

Instagram: @LaurenKuby

 (
e

Erin O’Grady sentthe following email response to Councilmember Lauren Kuby on October 12, 2020, at
4:48 p.m.:

Hi Lauren,

Thank you foryourresponse to my email, and | appreciate the fast feedback that you provided to
my concerns. | guess my question to you now is this: How do the Cities of Chandler and Gilbert
finance their water systems so adeptly since their highest Tiers only charge $3.27/gallon
(Chandler) and $2.06/gallon (Gilbert) respectively? This is so much cheaper than our City's
$5.10/gallon. Can our city look into doing what they are doing to provide some relief to Tempe
residents?

Erin
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Kristin Gwinn (Council Aide) sent the following email response on October 14, 2020, at 4:39 p.m.:

Erin,

Thank you for contacting the Tempe City Council with your questions on water rates. Please be
assured that the Mayor and Council have received your email and are copied on this reply. | also
forwarded your concerns to our Water staff for their consideration and the response below is from
Terry Piekarz, Director of Municipal Utilities. Please let me know if there’s anything else | can do
foryou.

Dear, Ms. O’Grady,

Thank you for your inquiry and interest in the 2020 Water and Wastewater Rate Study. In answer to your
specific questions, | offer the following:

Each customer classification has unique water demand characteristics and thus places different demands
and costs on the water system. In addition to the cost to satisfy the average day water demand of our
customers, costs are additionally and significantly impacted by peak water demands since the water
system is designed, built, operated and maintained to meet these peak water demands at all times. Water
mains, booster pump stations and water storage tanks, for example, are sized to meet these specific
customer water demands when they occur. This is why peak demands are a significant factor in cost of
service calculations in our rate studies and why we recover costs, proportionally, from the customer classes
creating these peak demands, i.e., customers with higher peaking factors are assigned higher charges,
while customers with lower peaking factors are assigned lower charges. Using 2019 AMI data, the
proportion of meters, base capacity and extra capacity by customer classification were determined and
system cost components were proportionally allocated to each respective customer classification, in
accordance with the principles and methodologies of the AWWA M1 Manual (base plus extra capacity
process), which is water industry standard in the United States.

Unlike the other customer classifications, the Single Family Residential customer class includes groups of
customers with similar water use and water demand characteristics. These similarities allow for more
precise proportional allocation of the cost of providing water service, within the class, by establishing an
inclining block rate or “tier” structure. The cost per billable unit of water is determined utilizing this
modern rate setting approach and ensures that the price of water, by tier, reflects the underlying cost of
providing the service to those customers receiving water in each respective tier. Higher tiers have greater
allocations of maximum day and peak hour costs due to their relatively larger contributions to the Single
Family Residential customer class peak demands, based on observed demand characteristics and patterns
from 2017-2019. The result of the proportional cost allocation is the inclining block rate or “tiered” rate
structure. This structure provides cost-based, proportional allocation of costs to customers, based on the
cost to provide service to that customer.

Regarding water rates and charges in Chandler and Gilbert, both Chandler and Gilbert experienced
tremendous growth over the last 20 years. As such, a large portion of each city’s underground and above
ground utility infrastructure (assets) are “new” and were paid for with system development fees; i.e.,
newer cities finance (bond fund) new infrastructure of pipelines, water and wastewater treatment plants,
pumping stations, etc., and use the revenue from system development fees to re-pay debt. This means
that monthly charges for water and wastewater services are paying, primarily, for only operating expenses
and not for debt service on capital improvement program infrastructure investments. In Contrast, Tempe,
including its water and wastewater infrastructure, has been mostly “built out” for many years. As water
and wastewater infrastructure ages, older cities must rehabilitate or replace these assets to ensure water
system reliability. These capital improvement projects are not for new infrastructure and, as such, Tempe
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must repay associated finance charges (bond debt) from the monthly service charges each customer

pays. As Chandler and Gilbert’s water and wastewater infrastructure ages, their monthly service charges
will almost certainly increase as they address the capital costs related to rehabilitation and replacement of
aging infrastructure.

Thank you, again, for your questions and your engagement in our 2020 Water and Wastewater Rate
Study process. Your questions and input provide valuable insights and help us make better, more informed
decisions. Please feel free to contact Stephen White, Municipal Utilities Business Manager, or me, with
any additional questions.

Regards,
Terry

Erin O’Grady sentthe following email response on October 15, 2020 at 7:07 p.m.:

Thank you foryour time, the detailed information thus far on the water system, and for sharing
what the associated costs are to partake in this system. |just see one problem with all this. |
was told if ljoin the Water Smart Program, and have "Government Big Brother" audit my house
and have me jump through a bunch of hoops to prove | am not incompetent in my water
management, then suddenly | will qualify for Tier 4 Water Rates fora year, even if my water
usage stays exactly the same. Is my understanding of this correct? If so, this doesn't really
seem to only be about the cost of my water usage on the system. It seems unfair and not very
intelligent to treat large property owners like they don't know how to manage their own water
usage simply because they live on a large lot. Afterall, large property owners were responsible
enough to purchase and maintain the large property along with pay all the associated bills of that
large property, but you all really think we need a city auditor to tell us how to manage our

water? Wouldn't it be more equitable to charge residents higher rates when their water usage is
disproportionate to their property size, rather than suggest audits need to occur when a larger lot
size uses more water? It is obvious that larger lots will use more water.

Also, after being part of the Water Smart Program for one year, what are residents supposed to
do? As it stands now, large lot owners either have to be charged at an unfair rate even if their
water conservation efforts are better than residents on smaller lots, orthey have to make the
choice to get rid of beneficial green spaces because they can no longer afford the water. Our city
generates a lot of revenue in multiple ways by maintaining the beauty of large property
neighborhoods in Tempe. Is a bunch of plastic lawns with leaves stuck all over them and birds
ingesting the plastic really what the city wants? Do we want our city to look like Sun Lakes in our
landscaping with brown gravel everywhere being coated with pesticide all the time? | see these
things happening in my neighborhood as people try to combat the ever increasing water prices. |
find it hard to believe that there is no solution to help bring water relief to large property owners
other than convincing them to get rid of their grass. Please help us preserve our green spaces
forthe health of our children, pets, and native wildlife.

Erin O'Grady
Kristin Gwinn (Council Aide) sent the following response on October 21, 2020, at 3:48 p.m.:
Erin,

Thank you for yourfollow up questions. The response below comes from Terry Piekarz,
Municipal Utilities Director.
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Thank you for sharing your questions, comments and observations regarding the Water Efficiency
Certification (WEC) Pilot Program and concems over the cost of water for large lot owners. Your
feedback is appreciated and will be included in the public input summary submitted to Mayor and
Council for the 2020 Water and Wastewater Rate Study. Your feedback will also be included
when results of the WEC Pilot Program are presented at a Council Issue Review Session meeting
in the Spring of 2021. At that time, it will be determined if we will be modifying, continuing or
discontinuing the WEC Pilot Program.

In 2019, City Council requested staff investigate the impacts of Tempe’s water rate structure on
large-volume residential customers. While it would have been easy to say Tempe'’s rate structure
does not impact large-volume customers any more than many other cities’ water rates impact
their customers, staff looked more closely at how Tempe's rate structure aligns with the City
Council’s priorities and established performance measures. The City Council has approved two
performance measures related to water efficiency, which are to increase the City’s tree canopy
and to reduce per-capita water consumption.

While these two performance measures might seem a bit conflicting, the City has been able to
advance both measures over the past few years. We continue looking for ways to improve water-
use efficiency and decrease total per-capita water consumption in Tempe, while contributing to an
Increased tree canopy. In striving to achieve these two worthy goals, the City works to partner
with its residents, not penalize them, to achieve efficient water use, which contributes to the
achievement of our shared goals.

Based on this approach, staff developed recommended changes to current policies and
practices. The recommendations were:

1. Maintain the current cost-based, proportional cost allocation rate structure, which is based on
established industry practices and consistent with surrounding communities’ rate structures.

2. Consider a policy change (WEC) that would enable large-volume residential customers to
avoid being billed at Tier 5 (“discretionary use”) rates by demonstrating water-efficiency efforts
that contribute to the City Council’s priorities.

3. Enhance outreach efforts to large-volume residential customers to offer opportunities to
implement water efficiency improvements and, thereby, reduce their water consumption

We believe this approach has helped develop partnerships with our water customers and resulted
in greater water efficiency, and water conservation, and has reduced water bills for all residents,
including large-volume residential customers. Water Utilities staff has significantly increased their
consultation efforts to educate customers on water-efficiency strategies. Staff believes the
required improvements are realistic and not overly-burdensome to customers, yet provide real
opportunities to improve water efficiency and potentially conserve water. Examples of actions
customers can take include registration on the WaterSmart Customer Portal and commitment to
implementation of one or more efficiency measures specifically recommended by water
conservation staff.

The objective of the WEC Pilot Program Is to assistcustomers in using water more efficiently on
their irmigable landscaping, thereby potentially lowering their water use and water bill. Offering the
Tier 4 rate for a 12-month time period is used as an incentive for customers to join the WEC pilot
program. For example, if Customer A typically used 70,000 gallons of water in the summertime,
and now can maintain the same landscaping using 50,000 gallons of water in the summertime
after going through the WEC pilot program, that is a savings to the customer of over $100 per
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summer month. [f Customer A did not make any water efficiency adjustments or was already
using water efficiently and continued using 70,000 gallons of water per month in the summertime,
they would see a savings of $14.90 per month, since they would be billed at the Tier 4 rate for
Tier 5 usage. Hopefully, each customer participating in the program is able to implement
measures to use water more efficiently, while maintaining their current landscaping. Our
objective is to advance the City’s water use per capita goals, preserve and improve the City’s tree
canopy goals and help customers use water more efficiently and save money in the process.

The recommended rates for each Single Family tier are allocated proportionally, based on the
demand characteristics (peaking factors) for water use in each tier, as observed in Tempe's
advanced metering infrastructure data. This cost-based, proportional cost allocation rate
structure is based on established industry practices and consistent with surrounding communities
rate structures.

’

Thank you, again, for your questions and your engagement in our 2020 Water and Wastewater
Rate Study process. Your questions and input provide valuable insights and assist us in making
informed decisions. Please feel free to contact Stephen White, Municipal Utilities Business
Manager, or me, with any additional questions.

Regards,

Terry

Kristin Gwinn

Council Aide

Pronouns: She/Her/Hers
City of Tempe

(480) 350-8916

31 E 5t Street

Tempe, AZ 85281
www.tempe.gov

I
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Appendix A: Sustainability Commission, Water Subcommittee

Recommendation to Mayor and Council — February 12, 2018

Following the 2020 Water and Wastewater Rate Study presentation to the Sustainability Commission,
Braden Kay (Office of Sustainability) provided Municipal Utilities with a copy of the Water
Subcommittee’s recommendation for reference. This effort coincided with the previous rate study
processin 2017 and the revenue adjustmentsin 2018.

The recommendationis included in the follow four pages.
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Memorandum

Date: February 12, 2018
Subject: Water Subcommittee Recommendation
From: Sustainability Commission,
City of Tempe
To: Mayor and Council,
City of Tempe

The Water Subcommittee of the Sustainability Commission (hereafter referred to as “the Subcommittee”) was
formed on April 17th, 2017 for the purpose of advising City Council on policy decisions that impact the social
and environmental nexus of water in Tempe. Serving in this capacity, we have outlined a roadmap and strategic
vision as tools that we believe encompass Tempe’s unique and diverse community while advancing a proactive

water conservation agenda that resilience in the desert southwest requires.

The Subcommittee believes the way water is used should accurately reflect the true cost and interconnectivity
of water in our community. Tempe and Arizona have arich history of innovation and smart water planning, which
support life and growth in the desert. However, in the face of drought and shortage this legacy must continue to
keep Tempe resilient. As such, we support the following strategies that embody efficiency, livability, and wise
water management, including:

The Roadmap

Tempe should take the following actions to promote the Sustainable use of water:

e Devote staff and/or develop partnerships for data collection, analysis, stakeholder
engagement, and evaluation of emerging water-optimization technologies

e Continue to invest in staffing and technologies that support sophisticated tracking of Tempe's

Plan
|

water as well as to analyze the nexus of water and water-related energy use
e Perform an analysis of standards and strategies used by other cities

® Prioritize the most effective strategies

Page1of 4
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Measure

Implement
A

For each user class, create user-friendly guides on the most effective strategies and
technologies to transition customers to sustainable use and expand on synergies between
water and energy conservation (e.g. for residential users, guidance on water controls, low use
fixtures, landscaping changes and laundry to landscape)

Create programs committed to risk analysis & mitigation against water shortages, extreme
heat, water quality problems, etc.

Adopt building codes, engineering codes and low impact development codes that support the
efficient use of water and assure sustainable property development (e.g. rainwater harvesting
that supports urban tree canopy)

Sponsor pilot projects such as garden tours, grey water, rainwater harvesting, food forests,
carbon sinks, or bioswales, which have the potential to help Tempe reach its conservation
targets and support the city’s strategic vision concerning water conservation

Develop citywide performance measure and programs for landscaping that balances shade,
cooling, food production, carbon sequestration and water efficiency

Create a Water Citizen’s Academy to educate people on how water arrives at the tap and to

foster champions for water optimization in the community

Develop conservation targets based on evidence-based assessments for Tempe’s long-term
sustainability and resiliency needs

Create sub-targets for each user class or a mechanism(s) that supports water conservation
across each user group

Monitor the impact of policies and programs and provide clear justification for the

conservation impacts of all funded programs

This roadmap expands upon the spirit that guided the Council’s progress when they adopted the 2018 tiered rate

structure. It is also intended to leverage the in-progress implementation of the automated metering

infrastructure (AMI) which will raise awareness and drive results. We hope these strategies can also be

incorporated into consideration as part of the next water rate study. In conjunction with the Office of

Sustainability, these strategies will be aligned with the city’s climate action plan and strategic management plan.

Page 2 of 4
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Water is a precious resource in the desert southwest — it is crucial that Tempe develop robust programs and
policies that reflect an equitable and transparent assessment of water use for Tempe’s ecosystem, including both
human and environmental stakeholders. The Subcommittee recommends City Council advances and embeds
the goals, values, and gquiding principles presented with this memorandum along with the roadmap
recommended above to ensure that Tempe leads Valley cities and the region in optimizing water use. From the
members representing the Tempe community on the Tempe Sustainability Commission, we would like to thank
the Mayor and Council for your continued commitment to the advancement of sustainability in Tempe, and

strategic water initiatives specifically. We are dedicated to supporting your efforts.

Sustainability Commission Members Staff Assisting the Committee Members:
Commissioner John F. Kane (Chair) Don Bessler, Public Works Director

Commissioner Kendon Jung (Vice Chair) Grace Delmonte Kelly, PW Supervisor
Commissioner Leah Gibbons Marilyn DeRosa, Deputy PW Director — Engineering
Commissioner Anne Gill Braden Kay, Sustainability Manager

Commissioner Corey Hawkey Carla Sidi, Executive Assistant

Commissioner Stephanie Milam-Edwards
Commissioner Alix Monty

Commissioner Gretchen Reinhardt
Commissioner Colin Tetreault

Commissioner Arnim Wiek
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City of Tempe, Sustainability Commission, Water Subcommittee

Strategic Vision for Water and Tempe

Goals

Values

Guiding Principles

Democratic Governance..............

Interconnectivity..........cocoeeiennee.

Livability......ccoooiiiis

Resilience & Adaptability.............

Resource Efficiency....................

We value the fair distribution of the
benefits and costs of water,

We value water as vital to the integrity
of the ecosystem,

We value the affordability and
accessibility of safe water for all,

We value the leadership of Tempe in
sustainable water management,

We value the role that water plays in
the quality of life in our community,

We value the need to plan for multiple
futures,

We value the wise use of water,
because it is a limited resource,

Therefore, all of our actions must:
e be transparent
e give balanced consideration to all stakeholders
e base decisions on sound data at a macro and granular level

Therefore, all of our actions must:
e maintain surface waters and recharge the aquifers
e uphold the quality of all water resources

Therefore, all of our actions must:
e provide for the quantity and quality of water sufficient for the livelihood of all populations, including underserved
populations
e account for intra-generational and inter-generational equity

Therefore, all of our actions must:
e recognize opportunities with local and regional partners
e coordinate and plan with stakeholders throughout the watershed and/or the groundwater basin
e elevate Tempe among local, regional and national leaders

Therefore, all of our actions must:
e improve community shared spaces or enhance the economic livelihood, social stability, educational opportunity, and
cultural or recreation possibilities in Tempe

Therefore, all of our actions must:
e prepare for the changing needs of the community and the evolving constraints of the ecosystem
e consider the possibility of water shortages, water quality disasters, or other shock events
e connect water management with mitigating climate change and the urban heat island effect

Therefore, all of our actions must:
e reduce water use, promote water reuse, and/or support the efficient use of water

Drafted by the Water Subcommittee on Feb 12th, 2018
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