
 
OFFICE OF THE CITY CLERK             
 
 

COUNCIL MINUTES 
 
 
May 23, 2019 
 
The City Council of the City of Mesa met in a Study Session in the lower level meeting room of the Council 
Chambers, 57 East 1st Street, on May 23, 2019 at 7:30 a.m. 
 
COUNCIL PRESENT 
 

COUNCIL ABSENT OFFICERS PRESENT 

John Giles  
Mark Freeman* 
Jennifer Duff 
Francisco Heredia 
David Luna 
Kevin Thompson 
Jeremy Whittaker 
 

  None 
 

Christopher Brady 
Dee Ann Mickelsen  
Jim Smith 
 

*Vice Mayor Freeman participated in the meeting through the use of telephonic equipment. 
  
1-a. Hear a presentation and discuss the benefits of the Arizona Municipal Water Users Association 

(AMWUA) and an update on the Drought Contingency Plan for the region. 
 
Water Resources Advisor Brian Draper introduced Warren Tenney Executive Director of the 
Arizona Municipal Water Users Association (AMWUA) who displayed a PowerPoint presentation. 
(See Attachment 1)  
 
Mr. Tenney stated AMWUA was started in 1969 by the City of Mesa and  four other Valley cities, 
to work together on water policy issues.  He explained today, AMWUA consists of 10 cities across 
the Valley that provides water to 3.5 million people, including businesses and industries which are 
key to the economy. He commented during the last 50 years, AMWUA has played an important 
role in finding solutions for Arizona’s water challenges.   

 
Mr. Tenney pointed out some of the accomplishments of AMWUA which include a significant role 
in the passage of the 1980 Ground Water Management Act, which has provided a secure 
foundation for managing Arizona’s water; working with Arizona Public Service (APS) on an 
agreement to provide reclaimed water to cool the Palo Verde Nuclear Generating Station; and 
developing the concept for the underground water storage legislation that allows cites to store 
water in aquifers for future use.   (See Page 4 of Attachment 1)   

 
Mr. Tenney remarked AMWUA also helped to establish the Arizona Water Banking Authority for 
storing water from the Colorado River, and supported the modification of the Roosevelt Dam to 
expand storage capacity.  He added AMWUA helped pass the Lower Basin Drought Contingency 
Plan (DCP), which was signed into effect this week by seven basin states and the Bureau of 
Reclamation. 
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Mr. Tenney declared one of AMWUA’s most significant and ongoing contributions is to develop a 
water conservation ethic in Arizona which has brought water conservation professionals and cities 
together to share their expertise and resources to help residents use water more efficiently. He 
stated the benefit of these efforts is that Mesa’s annual water demand is the same as 20 years 
ago, even though the population has grown.  He stressed AMWUA wants to increase public 
awareness about these water conservation programs and cooperation among municipalities is 
critical in finding solutions to Arizona’s water supply issues. 

 
Mr. Tenney stated AMWUA Board of Directors is made up of a Mayor or a Councilmember from 
each of the member cities and that Councilmember Thompson serves on the board.  He explained 
AMWUA advocates for its members, and the most important advocacy effort is to speak with one 
active voice at the State Legislature.   

 
Mr. Tenney highlighted AMWUA continues to appreciate what the member cities are doing to 
ensure water is distributed to homes and businesses throughout the state.  He encouraged 
AMWUA members to continually plan for the state’s water infrastructure and prepare for water 
shortages.  He reported AMWUA is proud of what has been contributed and is committed to 
continuing to collaborate with Mesa and other members to protect Arizona’s water resources.  
 
Responding to a series of questions posed by Councilmember Duff, Mr. Draper responded by 
saying 50% of Mesa’s water supply is dependent on Central Arizona Project water, 40 to 45% is 
Salt River Project (SRP), and the remainder is groundwater.  He stated in the event DCP cuts are 
initiated, the cuts are structured on a priority system.  He mentioned agriculture takes the first 
reduction.    
 
Mayor Giles thanked Mr. Tenney and staff for the presentation. 
 

1-b. Hear a presentation and discuss the series 2019 bond sales. 
 
Chief Financial Officer Michael Kennington introduced Larry Given, Hilltop Securities Managing 
Director, who displayed a PowerPoint presentation. (See Attachment 2)  
 
Mr. Kennington reminded Council four bond issuances went out to market. He explained ratings 
were requested from two rating agencies:  Standard & Poor’s (S&P) and Moody’s.  (See Pages 2 
and 3 of Attachment 2) 

 
Mr. Kennington highlighted the bond rating results, and stated this is the first time an upgrade has 
been received in a number of years, which is significant.  (See Page 4 of Attachment 2)  
 
Mr. Given commented the upgrade is a long-term continuing effort by City staff. He stated there 
is a lot of groundwork that goes into this year-round and the priority is to continue to improve the 
ratings.  He reported this is the highest General Obligation (GO) bond rating the City has had in 
30 years.  
 
Mr. Kennington highlighted better ratings mean lower interest costs and increases the demand 
for City of Mesa bonds.  He explained when Mesa offers to sell certain bonds, 2.3 represents 2.3 
times the number of bonds received in offers from investors to buy City of Mesa bonds.  He 
pointed out for the refunding bonds, the savings was better than expected at $17 million in savings 
rather than the $12 million estimated.  He stated the generated savings will go directly to the 
Enterprise Fund.  (See Pages 5 through 7 of Attachment 2) 
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Mr. Given expressed the sale of the bonds went very well due to the demand for Mesa bonds, 
which had to do with the credit rating achieved by the City, and the City’s ability to hit the market 
at the right time.  He commented the trade problems between the United States and China worked 
to the benefit of the City.  He stated where the City benefited greatly was being able to borrow 
long term at 3% due to this process.   
 
City Manager Christopher Brady reported this is a financial milestone for the City of Mesa. He 
stated staff has been working hard to receive the upgrades because the City financially was at its 
strongest in a decade.  He emphasized the health and financial position of both the General Fund 
and the Utility Fund are integrated in the discussion between the City Manager, financial team, 
budget team, infrastructure team and analysts. He recognized this is the best rating the City of 
Mesa has received in 32 years. He thanked Mayor Giles and the Council for trusting staff to move 
forward with the effort and thanked all who participated in making this happen.   
 
In response to a series of questions from Councilmember Whittaker, Mr. Kennington stated 
regarding the utilities five-year Capital Improvement Program (CIP) totals, similar to the CIP 
discussion last week, it is viewed as a wish list for departments, not necessarily a list of CIP 
projects, which staff will continue to develop.  He remarked the credit rating agencies would 
always like a formal policy regarding transfers of money to the General Fund. 

 
Mr. Brady stated as a City, the policy is being looked at to maintain the transfer and not to increase 
by more than inflation.  He feels adopting a clear policy of limiting the public safety transfer to a 
certain percentage would be supported.  He said right now the transfer is limited to the CPI. 
   
In response to a question posed by Councilmember Whittaker asking for clarification on whether 
the cap on the transfer to the General Fund is a formal policy or just a best effort, Mr. Brady 
responded staff is open to establishing those parameters with Council. 

 
In response to Councilmember Whittaker requesting clarification on the transfer capped at the 
CPI, Ms. Cannistraro responded by saying during the recession there was a freeze and so the 
catch-up year in FY 2013/14 shows a larger increase.  She commented in FY 2014/15 the cap 
was set at 3%; however, there were market salary adjustments approved by Council for Police 
and Fire that year.  She pointed out at that time, with Council direction, there was a slight increase 
in the Public Safety contribution, which had an impact over three years, FY 2014/15 to FY 
2016/17.  She continued by saying the contribution will vary each year since it is tied to the 
Western CPI, which is an estimate when the budget is set, and over the past few years the 
contribution has come in higher.  She stated even though the contribution has come in higher, 
only what was budgeted for was transferred.   
 
In response to comments from Councilmember Whittaker stating the CPI has been exceeded two 
out of the last six years, Ms. Cannistraro responded by saying staff followed Council direction to 
change FY 2014/15 to pay officers and firefighters at market rate. She reported in FY 2008/09 the 
contribution was frozen until staff could determine how deep the recession would be and what the 
recovery would look like.  She replied there was a catch-up year with the Western CPI in FY 
2013/14.  She remarked the numbers from FY 2014/15 to 2016/17 were skewed because of the 
three-year, $4.5 million impact. 

 
Mr. Kennington summarized the rating report from the S&P and stated the ratings reflect the 
system’s extremely strong enterprise risk profile and strong financial risk profile.   
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Mayor Giles asked Mr. Given for a comparison of other utility companies across the country 
regarding their ratings.  Mr. Given responded staff does request a comparison periodically and he 
can follow up with Council in the future.   

  
Mayor Giles expressed appreciation to City staff for this improved rating and the impact on 
savings.  
 
Councilmember Whittaker commented one weakness mentioned in the report was the pension 
system obligation without a plan.  Mr. Kennington responded he is not sure what was meant by 
that statement but will follow-up. 

 
In response to a question from Vice Mayor Freeman about the length of bonds being purchased 
and defeasing the bonds before their lifespan, Mr. Kennington stated when new money bonds are 
sold, the bonds are typically between a 20 and 25-year length. He added when issuing refunding 
bonds, the bonds don’t go past their maturity.   He mentioned every year impact fees are restricted 
to pay down utility debt.  
 
Mayor Giles thanked staff for the presentation. 
 

1-c. Hear a presentation, discuss, and provide direction on the impact of the proposed City Charter 
amendment in the initiative application filed with the City as Serial Number IN2020-02 on the 
Fiscal Year 2019/2020 General Fund expenditures and the Fiscal Year 2020/2021 General Fund 
budget. 
 
Chief Financial Officer Michael Kennington introduced Assistant City Attorney Kelly Gregan who 
displayed a PowerPoint presentation.  (See Attachment 3)  
 
Ms. Gregan explained an initiative starts when voters gather signatures to propose new laws or 
amend existing laws.  She stated the City of Mesa received an application for an initiative on May 
8, 2019.  She commented the serial number provided by the City Clerk’s office for this initiative is 
IN 2020-02.  She provided the four principle provisions of the initiative are limiting the amount of 
utility service revenue used for General Fund purposes, limiting General Fund transfers at 20% 
of gross utility service revenue, creating a utility account, and providing a mechanism for returning 
excess utility service revenue to ratepayers.  (See Page 2 of Attachment 3)     
 
Ms. Gregan stated A.R.S. 9-500.14 references: “A city or town shall not spend or use its 
resources…for the purpose of influencing the outcomes of elections.”  (See Page 3 of Attachment 
3)     
   
City Attorney Jim Smith presented some general guidelines that this is an initial neutral 
assessment, not a debate; therefore, do not state support or opposition to the initiative. He 
advised to ask about and discuss the initiative in a neutral manner and to provide direction moving 
forward related to the impact of the initiative.  
 
Responding to a question by Councilmember Whittaker regarding the repercussions if the 
guidelines are violated, Mr. Smith stated there are multiple penalties under the State statute. 
 
Ms. Gregan stated the proposed City Charter Section 614 is divided up into three sections. She 
commented Section A deals with rates and finances, Section B with use of the public utilities 
revenues, and Section C, which is what will be discussed today, about the use of utility monies.  
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She provided a summary of what this initiative would accomplish in terms of adding language to 
the City Charter that limits the use of utility revenues.  (See Page 4 of Attachment 3)   

 
Ms. Gregan pointed out the proposed initiative’s impact on the General Fund deposit/transfer is 
stated in Section 614 (C)(9).  (See Page 5 of Attachment 3)   

 
Mr. Kennington stated when calculating the initial assessment, the most recent financial statement 
audited by an independent accounting firm was used, which was the FY 2017/18 Comprehensive 
Annual Financial Report (CAFR) to find the utility revenues.  He detailed the utility revenues at 
$362 million; and a 20% limit on the transfer to the General Fund would max at $72 million.  He 
suggested what that would mean for the FY 2019/20 budget is it would create a total contribution 
shortfall of $51 million.  (See Page 8 of Attachment 3)   

 
Councilmember Whittaker commented the data presented is inaccurate because comparing the 
audited financials from 2017/18 to the 2019/20 budget is incorrect because the budget has grown 
substantially over the past two years.  

 
Mr. Kennington replied the language in the proposed initiative was confusing because the 
language requires them to limit the transfer based on a financial report that has been audited by 
an accounting firm.  He stated audited financial statements are not issued until six months after 
the year-end.   

 
Mr. Smith clarified the initiative states, “as determined through a financial report audited by an 
independent accounting firm.” 

 
Mr. Kennington replied the most recent financial report independently audited was used.  He 
stated there is a question as to how the proposed initiative would work going forward. 

 
Mr. Brady pointed out, in response to Councilmember Whittaker stating the data is incomparable, 
the challenge is in the wording, since the requirement is to use audited numbers, not the most 
recent numbers.  He stated based on the way the initiative reads, the audited numbers establish 
the benchmark.  He continued by saying there is a risk of using unaudited numbers to project the 
budget and possibly incurring a penalty. 

 
Councilmember Whittaker explained this ordinance is common in multiple municipalities 
throughout the United States, stating the possibility of reaching out to them to compare.  He 
reiterated staff should not be comparing utility revenues from FY 2017/18 to a budget for FY 
2019/20 due to the fact the budget is 10% larger. 

 
Mayor Giles indicated the numbers may be understated in the chart due to the difference between 
the years being compared. He suggested using last year’s budget to identify what the numbers 
would show.   

 
Councilmember Whittaker agreed last year’s numbers would be more relevant.  He declared the 
Utility Fund revenues grew 5.21% each year over the last two years.  He stressed the utility 
revenues from two years ago cannot be compared to the current budget numbers. 

 
Mr. Brady informed Councilmember Whittaker staff was trying to avoid the consequences of 
overstating and having to reimburse or having uncertainty in the budgeting process due to the 
fact the audited numbers are not available until six months after the close of the fiscal year. 
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Councilmember Whittaker stated a more accurate way to compare is by using utility revenues 
and the budget from two years ago to see the actual funding gaps.  He remarked a comparison 
of inflated numbers for the current year compared to utility numbers from two years ago is not a 
fair comparison. 

 
Mayor Giles stated, hypothetically, if this initiative passes, a year from now staff will have to 
estimate what the revenue will be in the Enterprise Fund so Council can determine the cap.  

 
Mr. Brady explained it would be easier to estimate based on a budget for that year rather than an 
audited number.  He pointed out staff can do an analysis based on the budget, but the initiative 
states using audited numbers. 

 
Responding to a question by Councilmember Duff regarding what the dollar amount would be if 
this initiative had been in place in FY 2017/18, Mr. Brady responded staff would have to retrieve 
those numbers to give an accurate answer. 

 
Mayor Giles clarified using the FY 2017/18 utility revenues and placing the 20% cap, the 
contribution would have been no more than $72.3 million. 

 
Mr. Brady added by using those numbers, the difference is at least $30 million the City would 
have to make up in revenues or make cuts. 
 
In response to a question by Mayor Giles regarding how much the budget has increased over the 
last two years, Ms. Cannistraro stated the transfer in FY 2017/18 from the Enterprise Fund to the 
General Fund was approximately $106.5 million.  She added if you compare the $106.5 million to 
the $72.3 million, it would be a revenue or resource gap for the funded items from FY 2017/18. 

 
Ms. Cannistraro pointed out the pie charts showing the total resources for the budget are on the 
website for the last five years which shows exactly what was funded with the General Fund 
transfer.  She stated she would send Council a link to the information.  (See Page 7 of Attachment 
3) 

 
Mr. Brady emphasized 70% goes to public safety; therefore, 70 to 75% of the impact would be to 
public safety.   
 
Councilmember Whittaker inquired why only the Enterprise Fund is being renamed the Public 
Safety Contribution Fund.  He stated commingled funds go into the General Fund and is 
distributed at the sole discretion of Council.  
 
Ms. Cannistraro agreed the pie chart summarizes the revenues that go into the General Fund and 
are comingled once there, which means there are no restrictions.  She stated if there were 
reductions in the General Fund, Council would have to prioritize the expenses applied.  
 
Mayor Giles suggested, if passed, the problem every year will be anticipating what the utility 
revenues will be in order to know where to place the cap.  
 
Mr. Kennington continued his presentation stating as a municipality the City is required to balance 
the budget.  He pointed out the three options available to balance the budget. (See Page 9 of 
Attachment 3) 
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Mr. Kennington stated the proposed initiative did not offer a new source of revenue for the General 
Fund.  He also pointed out in order to increase taxes, voter approval is needed.  He described 
the effect on the municipal workforce and municipal construction projects. (See Pages 12 and 13 
of Attachment 3) He explained if the proposed initiative were approved, the City would need to 
consider an alternative budget to account for the reduction to the General Fund. 
 
Mr. Brady pointed out the General Fund is represented by about 70% personnel, like salaries, 
pension and benefits.  He explained whatever the amount of the reduction, positions and 
programs will be impacted. He stated the concern with the uncertainty of this initiative passing, 
there is a tremendous amount of difficulty in moving forward with new programs.  He remarked 
passing of the initiative will have a significant operational impact on the City. 
 
Jay Gittrich, a Mesa resident, stated his concern is for ratepayers.  He added he has lived in the 
City of Mesa for almost 20 years and his utility rates have doubled in that time. 
 
In response to a series of questions from Mayor Giles regarding whether the initiative mandates 
or requires a reduction in utility rates, Mr. Smith responded the initiative does not create any 
minimum or maximum as to how Council can spend money; the only cap is on the transfer. He 
advised a future Council action would determine how those funds are spent.  He stated there is 
general language, which is in State Statute that all rates should be just and reasonable, but there 
is not a cap. 
 
In response to a question by Councilmember Whittaker whether Section 10 is unenforceable by 
stating surplus amounts will be reimbursed to utility customers, Mr. Smith replied other than 
Number 9, there are no minimums or maximums.  He provided an example if all the money was 
spent before reaching Number 10, there would be no excess money left for surplus; therefore, no 
money to refund.   
 
Councilmember Whittaker suggested Numbers 1 through 8 would effectively lead to long-term 
reduction of utility rates. 
 
Mr. Smith advised he will not answer advocacy-type questions.   
 
Mayor Giles commented, hypothetically, if the initiative passes and there was a surplus at the end 
of the year, then the initiative would mandate those funds be returned to the ratepayers.   
 
Mr. Brady commented the focus is to figure out how the City would handle a potential gap in the 
General Fund if this initiative passed.   
 
In response to a series of questions posed by Councilmember Heredia inquiring what percentage 
of the budget goes to public safety, Mr. Brady stated about 70%, but that does not include support 
services for public safety.  He also clarified in the event of cuts, the intent is to try to impact public 
safety less, but there will be an impact to all departments. 
 
Ms. Cannistraro clarified the FY 2019/20 proposed budget is about 60% for public safety, which 
does not include items like replacement of vehicles or breathing apparatus.   
 
Responding to a question by Councilmember Luna regarding the impact on the voter-approved 
bond project for the Northeast Public Safety Facility and whether the initiative will affect operating 
costs, Mr. Brady said the estimate to operate the facility per year will be $3.5 million.  He added 
there would have to be a consideration before adding new facilities with operating costs since 
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they are not yet occupied.  He reported the City will proceed with hiring police/fire as proposed 
and purchasing land for proposed projects but will come back to Council before moving forward. 
 
Councilmember Whittaker commented staff cannot presume what future Councils will do with the 
budget.  He also stated he introduced the initiative last year in June and the City failed to address 
the issue.  He declared he will continue to have conversations regarding the initiative to determine 
what cap is appropriate.  
 
Mayor Giles emphasized the language does not mandate lowering of utility rates, nor 
reinvestment in the utility infrastructure, there is no exclusion that would hold harmless or protect 
the impact to public safety, and there is a disagreement on the dollar figure of the impact if the 
initiative were passed.  He added he remains committed to honoring the instructions of the voters 
and continuing to construct the public safety facilities and hiring staff as promised to the voters.  
He stated if the future requires laying off personnel, that will be appropriately addressed at that 
time. He suggested future Council agendas include a discussion on the health of the infrastructure 
so good information is available to be able to compare valid information. 
 
Mr. Brady agreed by saying Council should have a real conversation as to what the restrictions 
should be on the transfer. 
 
Councilmember Whittaker added he would like to see the proposal from Council put on the ballot 
as their own initiative and let Council decide on the cap. He advised Council has the ability to 
create their own ballot measure and come up with what those restrictions should be for 
transferring money from the Utility Fund to the General Fund.  
 
Mr. Smith advised Councilmember Whittaker he is getting into an advocacy role. 
 
Ms. Cannistraro mentioned there is an overall Enterprise Fund as a whole, but there are subfunds 
and each utility has separate existing schedules.  
 
Mayor Giles suspects Mesa is not the only city using the Enterprise Fund for other City services.  
He questioned whether Mesa is uniquely different than other municipalities in the way services 
are paid for in the City.  
 
Councilmember Duff pointed out the Enterprise Fund shows the sales tax and bed tax revenues 
for the Convention Center and Spring Training facilities are larger than the shortfall during their 
season.  She stated there are some quality-of-life expenses that would have to be cut, or other 
revenue sources would need to be put in place, like a property tax or sales tax. She emphasized 
residents need to look at this holistically as far as the cost to live in Mesa and the quality of life. 
 
Mayor Giles commented the reason the City spent the money at the Convention Center and 
Spring Training facilities is to generate far more revenue than was put into the project. 
 
Councilmember Whittaker responded a majority of cities increase sales tax revenue in March.  He 
agreed the proper form of taxation is a secondary property tax.  
 
Councilmember Heredia stated he looks forward to future discussions on utility rates to figure out 
different options to lessen the burden on residents.  
 
Mr. Brady reminded Council staff is not proposing a utility rate increase this year.  He pointed out 
over the last three to four years the rates have been kept close to the inflationary rate.  
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Mayor Giles excused Vice Mayor Freeman from the remainder of the meeting at 9:08 a.m. 
 
2. Hear reports on meetings and/or conferences attended. 
  

Mayor Giles:   East Valley Hispanic Chamber of Commerce Breakfast  
Mesa K-Ready Graduations 

 
 Councilmember Duff:   East Valley Hispanic Chamber of Commerce Breakfast 
     The Nature Conservancy Presentation  

Mesa Community Court Innovation Award 
 
 Councilmember Luna:   East Valley Hispanic Chamber of Commerce Breakfast 
                        
3. Scheduling of meetings and general information. 
  

City Manager Christopher Brady stated that the schedule of meetings is as follows: 
 

Thursday, May 30, 2019, 7:30 a.m. – Cadence Community Facilities District Board 
 

Thursday, May 30, 2019, 7:30 a.m. – Eastmark Community Facilities District No. 1 Board 
 

Thursday, May 30, 2019, 7:30 a.m. – Eastmark Community Facilities District No. 2 Board 
 
Thursday, May 30, 2019, 7:30 a.m. – Study Session 
 

4. Adjournment. 
  

Without objection, the Study Session adjourned at 9:13 a.m. 
 
 
 

____________________________________ 
JOHN GILES, MAYOR 
 

ATTEST: 
 
 
_______________________________ 
DEE ANN MICKELSEN, CITY CLERK 
 
 
I hereby certify that the foregoing minutes are a true and correct copy of the minutes of the Study Session 
of the City Council of Mesa, Arizona, held on the 23rd day of May 2019. I further certify that the meeting 
was duly called and held and that a quorum was present. 
 

        
    _______________________________ 

DEE ANN MICKELSEN, CITY CLERK 
 

Hm/la 
(Attachments – 3) 
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C
harter A

m
endm

ent Initiative 
A

pplication
IN

 2020-02
( “Proposed Initiative”)

•
A

pplication Subm
ittal D

ate: M
ay 8, 2019

•
A

pplicant N
am

e: Jerem
y R

. W
hittaker

•
N

am
e of O

rganization: Yes on A
ffordable U

tilities

•
Proposed Initiative w

ould create a new
 Section 614 of the M

esa C
ity C

harter

•
“A

n am
endm

ent to the M
esa C

ity C
harter to lim

it the am
ount of utility service revenue 

that can be used for general fund purposes, establishing the fiscal year lim
it of general 

fund transfers at 20%
 of gross utility service revenue; creating a U

tility Fund A
ccount to 

separately account for expenditures of utility service revenue; and providing a m
echanism

 
for returning excess utility service revenue to ratepayers.”

2
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Im
pact of the Proposed 

Initiative

•
A

.R.S. §
9-500.14: “A

 city or tow
n shall not spend or 

use its resources…
for the purpose of influencing the 

outcom
es of elections.”

•
D

oes not prohibit “the use of public resources to 
investigate the im

pact of ballot m
easures on a 

jurisdiction.” (A
tty. G

en. O
pinion N

o. I15-002 )

•
Purpose of presentation is to com

m
unicate the initial 

assessm
ent of the im

pact of the Proposed Initiative.  
3
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4

Proposed Initiative: C
ity C

harter Section 614 
U

ses of U
tility Revenues

1.
O

peration &
 M

aintenance of Public U
tility Services

2.
Retirem

ent of Indebtedness (U
tility Services &

 A
ssets)

3.
D

evelopm
ent of U

tility A
ssets

4.
Reim

bursem
ents by the Solid W

aste D
ivision or U

tility D
epartm

ent to other C
ity 

D
epartm

ents for Support of U
tility Services 

5.
Prom

otion of any of the C
ity’s U

tility Products or Services
6.

D
evelopm

ent, or Prom
otion or U

se of System
s, E

quipm
ent, Services, D

evices or 
M

aterials to Prom
ote C

onservation &
 Recycling by U

tility C
ustom

ers
7.

E
m

ployee Benefits (Solid W
aste D

ivision &
 U

tility D
epartm

ent)
8.

Bond Reserve Funds Issued for U
tility A

ssets
9.

G
eneral Fund D

eposit or Transfer not to E
xceed Tw

enty Percent (20%
) of the 

G
ross Revenues from

 the C
ity’s utility services

10.Surplus A
m

ounts Reim
bursed to U

tility C
ustom

ers
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Proposed Initiative’s
Im

pact on G
eneral Fund D

eposit/Transfer

“For each fiscal year: C
ouncil m

ay, in its discretion, deposit 
or transfer to the C

ity’s general fund an am
ount not to 

exceed tw
enty percent (20%

) of the gross revenues 
generated from

 the C
ity’s provision of utility services during 

such fiscal year, as determ
ined through a financial report 

audited by an independent accounting firm
.” 

5

Section 614 (C
)(9)
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Initial A
ssessm

ent: 
Im

pact on G
eneral Fund D

eposit/Transfer* 

Revenues from
 E

lectric, G
as, W

ater, 
W

astew
ater and Solid W

aste U
tilities

Proposed Initiative Lim
itation

Proposed Initiative Lim
it for E

nterprise 
Fund C

ontribution to G
eneral Fund

*E
stimate Based on FY

 17/18 CA
FR

6

$361.9 M

20%

$72.3 M
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E
stim

ated Im
pact of Proposed Initiative 

to Available C
ity Resources 

(M
illions of D

ollars)* 

E
nterprise to G

eneral Fund C
ontribution Lim

it
$  72.3 M

Budgeted C
ontribution from

 E
nterprise to G

eneral Fund
($ 110.6) M

C
ontribution Shortfall from

 Proposed Initiative
($ 38.3) M

C
onvention C

enter and Spring Training Facilities                       
($ 4.8) M

E
conom

ic Investm
ent Fund Projects**     

($ 8.4) M

E
stim

ated Reduction of Available Resources
($ 51.5) M

*A
s proposed in FY

 19/20 Budget
**Impact on this fund is difficult to determine based on proposed language.

7
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G
eneral G

overnm
ental and Econom

ic Investm
ent Funding Sources

Sales and 
U

se Tax
32%

State-Shared/ 
Intergovernm

ental
30%

Enterprise 
Fund 

Support
26%

O
ther 

Revenue
6%

Sales and 
Charges for …

U
se of 

Reserves
2%

O
ther 

Transfers 
In1%

FY 19/20 Tentative Budget

*N
ote: Does not include carryover funding from

 FY 18/19

Sales and 
U

se Tax
32%

State-Shared/ 
Intergovernm

ental
30%

Enterprise 
Fund 

Support
15%

Estim
ated 

Funding 
G

ap…

O
ther 

Revenue…

Sales and 
Charges for …

U
se of 

Reserves
2%

O
ther 

Transfers 
In1%

FY 19/20 Tentative Budget
(w

ith proposed initiative)

8
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A
 M

unicipality’s Budgeting O
ptions

•
D

uty to H
ave a Balanced Budget

•
O

ptions Available to a M
unicipality to 

Balance the Budget W
hen Revenue 

D
ecreases:
•

Find N
ew

 Source of Revenue;
•

Increase a C
urrent Source of Revenue; or

•
D

ecrease E
xpenditures by D

ecreasing 
Services/Program

s.
9
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N
ew

 or Increased 
Source of Revenue 

•
Proposed Initiative O

ffers N
o N

ew
 Source of Revenue for the G

eneral Fund or 
O

ption to Increase a C
urrent Source of Revenue for the G

eneral Fund.

•
Prim

ary Source of Revenue for A
rizona M

unicipalities is Taxation.

•
M

esa C
ity C

harter Section 602 (Taxes)

•
Transaction privilege tax, real estate tax (prim

ary and secondary property tax) and 
personal property tax.

•
A

ll taxes listed in the M
esa C

ity C
harter above require voter approval.*

•
Investigate O

ther Funding Sources

10
*Transaction Privilege Tax increase in rate in excess of 1%

 (current M
esa rate is 2%

) requires voter 
approval.  M

ost recent increase was approved in 2018 as a dedicated Public Safety Sales Tax.
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O
ptions to D

ecrease 
E

xpenditures 
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D
ecrease M

unicipal W
orkforce:

Leave Proposed, N
ew

 Positions Vacant*

G
eneral Fund Positions Proposed    

12.25 
FTE

$ 1.11 M
illion

Public Safety Sales Tax Positions Proposed    
25.00 FTE

$ 2.89 M
illion

2018 Bond Related Positions Proposed
3.50 

FTE

$ 0.24 M
illion

*Proposed Full-Time E
quivalent (FTE

) Based on FY
 19/20 Budget

12
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D
ecrease N

um
ber of M

unicipal C
onstruction 

Projects and Im
provem

ents:
2018 Bond A

uthorized Projects* 

E
stim

ated A
nnual O

&
M

 for Project

•
Fire Station 221 -$2.0M

•
N

ortheast Public Safety Facility -$3.5M

•
Plaza @

 M
esa C

ity C
enter -$200K

•
D

obson Library Im
provem

ents -$275K

•
M

ain Library Im
provem

ents -$20K
13

*Projects expected to have construction begin during the next two fiscal years

AFantas
Text Box
Study SessionMay 23, 2019Attachment 3Page 13 of 16



D
ecrease Projects and Im

provem
ents:

2018 Bond A
uthorized Projects* 

(C
ontinued)

E
stim

ated A
nnual O

&
M

 for Project

•
Federal Building Renovation -$210K

•
M

onterey Park -$467K

•
N

orth C
enter Street -$470K

•
H

arris Basin Playground -$17K
14

*Projects expected to have construction begin during the next two fiscal years
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O
ptions to D

ecrease E
xpenditures 

for a Rem
aining E

stim
ated Funding G

ap

•
If the Proposed Initiative w

ere approved by the voters, 
the C

ity w
ould need to consider an alternative budget 

that accounts for the reduction to the G
eneral Fund due 

to the Proposed Initiative.

15
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