CHAPTER 3

WATER RESOURCES, ENERGY RESOURCES, AND ENVIRONMENTAL MANAGEMENT &

SUSTAINABILITY DEPARTMENTS

SECTION:

3-3-1: DEFINITIONS

3-3-2: ORGANIZATION

3-3-3: DUTIES OF DIRECTORS
3-3-4: RATES AND REVENUES
3-3-1: DEFINITIONS:

The below words and phrases, wherever used in this Chapter, shall be construed as defined

in this Section 3-3-1 unless, clearly from the context, a different meaning is intended. Words used in the
present tense include the future tense, words in the plural number include the singular number, and words
in the singular number include the plural number. Definitions set forth in this Section 3-3-1 apply only to
this Chapter and do not affect or are to be applied to any other City Codes.

(A)

(B)

©

(D)

(E)

(F)

(&)

(H)

)

DEPARTMENT: The Water Resources Department, Energy Resources Department, and/or
Environmental Management & Sustainability Department of the City.

DEPARTMENT DIRECTOR: The head of the Water Resources Department, Energy Resources
Department, and/or Environmental Management & Sustainability Department.

IMPROVEMENT: The design, construction, extension, improvement, acquisition,
reconstruction, retirement, replacement, equipping, enlargement or betterment of the Utility
System.

FISCAL YEAR: The period of time commencing on July 1% and ending on June 30™ of the
following year.

RATES: Rates, rate components, fees, charges, and surcharges established for the Ultility
Services provided by the City.

UTILITY ASSISTANCE PROGRAM: City program to provide methods of assistance to certain
Utility Services account holders including, by way of example, deferments, payment plans,
reductions, and delayed disconnects.

UTILITY FUND: One or more enterprise funds and accounts, which are separate from other
funds and accounts, into which the revenues from the Utility System shall be credited, and as
further described in Section 3-3-4(C) herein.

UTILITY SERVICES: The provision of utility services by the Departments, including electric,
gas, district cooling, water, wastewater, solid waste, recycling, and environmental programs.

UTILITY SYSTEM: City assets and improvements of every nature now and hereafter owned by
the City and used or useful in connection with the provision of the Utility Services as may be
extended, improved, reconstructed, retired, enlarged, or bettered, including all real and personal
property of every nature comprising part of, or used or useful in connection with, the City’s
provision of the Utility Services, and including all appurtenances, contracts, leases, franchises,
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working capital, and other intangibles.
3-3-2: ORGANIZATION OF DEPARTMENTS:

There shall be a Water Resources Department, an Energy Resources Department, and an
Environmental Management & Sustainability Department, which will each be headed by a Department
Director, and each Department shall have such additional employees as needs of the Department may
demand. The City Manager shall appoint each Department Director.

3-3-3: DUTIES OF DIRECTORS:

The Department Directors shall: (i) supervise the provision of Utility Services as to their
respective Departments; (ii) have the authority to make conservation, resource, and planning decisions
and investigations for the purpose of meeting the needs of the City; and (iii) perform such other duties and
functions as may, from time to time, be delegated or assigned by the City Manager.

3-3-4: RATES AND REVENUES:

(A) RATES. Rates for the provision by the City of Utility Services shall be fixed and established by
the City Council, comply with the requirements of the City’s outstanding indebtedness or
obligations secured by Utility System revenues, and may include collection of funds to be
expended for Utility Services in accordance with this Section 3-3-4. All Rates established in
compliance with the provisions of this Section are and shall be considered just and reasonable,
and such Rates shall be allowed and lawfully collected by the City.

3B) UTILITY ASSISTANCE PROGRAMS. In order to assist City residents who require financial
assistance in paying their Utility Service bills and limit Utility Service shut-offs, the Departments
are authorized to establish a Utility Assistance Program, including the programs set forth in this
Subsection (B). The Departments may establish and adopt reasonable criteria for the availability
of such programs, including income qualifications for participants, and may partner with
nonprofit or other, third-party organizations to facilitate and manage such programs.

1) Low Income, Senior Discount. In establishing Rates, the City Council may establish
reduced, fixed charge Rate component discounts for qualifying, low-income, senior
residential customers.

2) Shutoff Limitation. The Departments may institute a limitation on the disconnection of
electric utilities for City residential electric Utility Service customers due to account
delinquency during heat advisory periods or such other periods as may be directed by the
City Council, authorized by the City Manager, or as may be required by law.

A3) Additional Assistance. The Departments are authorized to institute additional assistance
programs for Utility Service customers which may include, by way of example but not
limitation or obligation, utility bill rebates, a payment voucher program, or repairs to
residential utilities.

© UTILITY FUND. Revenue collected by the City in connection with its provision of Utility
Services and its possession, management and control of the Utility System shall be credited to the
Utility Fund in a manner consistent with the City’s outstanding bond indebtedness and
obligations, and the Utility Fund shall be held separately from the City’s general fund. The City
may, at any time, establish one or more special funds, accounts or subaccounts for the receipt and
disbursement of Utility System revenues, or any portion thereof, which are collectively referred
to for convenience in this Chapter as the “Utility Fund.”
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(D) USE OF UTILITY SYSTEM REVENUES. The money in the Utility Fund may be collected,

appropriated, transferred and expended for any or all of the following purposes:

1)

2
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Departments’ Expenses.

(@)

(b)

()

(d)

(e)

®

(@

Operation and Maintenance. For the costs and expenses of operating and
maintaining the Utility System and as otherwise necessary for providing Utility
Services.

Interdepartmental Reimbursements. For reimbursement from a Department to
any other department or office of the City for costs or expenses related to the
provision of Utility Services, including the reasonable value of support,
personnel, materials, supplies, or equipment.

Use of Public Streets, Alleys, and Other Public Grounds or Ways. In
consideration of the use of the public streets, alleys, and other public grounds and
ways for the Utility System, an amount each Fiscal Year to be transferred to the
City’s general fund equal to three percent (3%) of the gas and electric and five
percent (5%) of the water and wastewater gross revenues from the City’s
provision of Utility Services during the Fiscal Year within the present and any
future corporate limits of the City.

Utility Service Promotion and Education. For the promotion of or education
related to any of the Utility Services including, but not limited to, information
regarding the City’s utility rate structure, ways to reduce a customer’s utility bill,
or how to request Utility Service.

Promotion of Conservation. For the development, promotion, education or use of
conservation and recycling methods, systems, equipment, services, or devices by
the Departments or Utility Service customers.

Employee Benefits. For defraying the expenses of any pension or retirement
system and health or other benefits applicable to personnel.

Utility Assistance Programs. For the creation, maintenance, and funding of the
Utility Assistance Programs described in Subsection (B) above.

Capital Investment and Retirement of Indebtedness.

(@)

(b)

Development of the Utility System. For the costs and expenses of Utility System
Improvements including, but not limited to, the design, construction, extension,
improvement, acquisition, reconstruction, retirement, replacement, equipping,
enlargement, or betterment of the Utility System and the acquisition, purchase or
condemnation of property and improvements for Utility Services, rights to water
and energy, franchises or other rights to serve, for the purpose of or related to
providing City Utility Services or the Utility System or expansion thereto.

Principal and Interest. For the payment of the principal and interest on the City’s
bonds, notes, agreements or indebtedness: (i) secured by or payable from Utility
System revenues or the Utility System; or (ii) secured by secondary property
taxes, excise taxes or other pledged or special funds of the City, provided such
bonds or obligations were issued or incurred for Improvement of the Utility
System.
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(C))
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Bond Reserve Funds. For establishing and maintaining reserve funds to insure
the payment at maturity of the principal and interest on all bonds now
outstanding or hereafter issued, that are issued against and payable from the
revenues of the applicable Ultility System, as well as bonds issued for the design,
construction, acquisition, extension, improvement, reconstruction, retirement,
replacement, enlargement, equipping or betterment of the Utility System.
Additionally, for establishing and maintaining reserve funds for contingencies
and emergencies for the Utility System and for maintaining reserves to facilitate
a bond rating that lowers interest on bond issuances. The money set aside and
placed in such reserve funds shall remain therein until expended and shall not be
transferred to the general fund of the City, and shall otherwise be held in such
reserve funds in accordance with the resolutions, ordinances, agreements or
indentures of the City pertaining to the City’s bonds or obligations secured by or
payable from Utility System revenues. Notwithstanding the foregoing, the City
may utilize Utility System revenues to purchase reserve fund guarantees, surety
bonds, insurance policies, letters of credit or lines of credit in order to fulfill the
reserve fund requirements in effect from time to time.

Additional Funds. For the establishment and funding of other funds and accounts
as may be necessary in connection with the City’s Utility System and the City’s
bonds or obligations including, without limitation: (i) a rebate fund for payments
to the United States Treasury; (ii) a replacement fund for maintenance, repair,
replacement, construction or acquisition of Utility System; and (iii) construction,
project or acquisition funds for the deposit of bond or obligation proceeds prior
to expenditure on Utility System.

General Fund Transfers. For each Fiscal Year, fund deposits or transfers may be made

from the Utility Fund in any or all of the following manners:

(@)

(b)

Mesa Public Safety. The City Council may, in its discretion, deposit or transfer
Utility Fund monies to the City’s general fund for the purpose of funding public
safety, including public safety costs and expenses related to personnel, training,
benefits, and equipment, as well as paying for construction, capital expenses, and
acquisition of real property, and other costs and expenses related to the provision
of public safety services by the City, in an amount not to exceed twenty-five
percent (25%) of the gross revenues from the City’s provision of Utility Services
during the Fiscal Year.

General Use. The City Council may, in its discretion, deposit or transfer to the
City’s general fund, an additional amount above that set forth in Subsection
(D)(3)(2) of up to five percent (5%) of the gross revenues from the City’s
provision of Utility Services during the Fiscal Year.

Bond or Secured Indebtedness; Priority. This Chapter shall not affect, limit, or alter

payment obligations for or payment priorities of bonds or other indebtedness or
obligations secured by or payable from Utility System revenues. Accordingly, the City
shall disburse Utility System revenues from the Utility Fund in the order of priorities as
has been, or may be, established from time to time in the resolutions, ordinances,
indentures, and agreements of the City related to indebtedness or obligations secured by
or payable from Utility System revenues.
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