
 

    
  OFFICE OF THE CITY CLERK             

 
AUDIT, FINANCE & ENTERPRISE COMMITTEE 

 
March 22, 2018 
  
The Audit, Finance & Enterprise Committee of the City of Mesa met in the lower level meeting room of 
the Council Chambers, 57 East 1st Street, on March 22, 2018, at 9:31 a.m. 
 
 
COMMITTEE PRESENT 

 
COMMITTEE ABSENT 

 
STAFF PRESENT 

   
Mark Freeman, Chairman 
Christopher Glover 
David Luna 
 
 

None 
 

Michael Kennington 
Dee Ann Mickelsen 
Jim Smith 
 

1. Items from citizens present. 
 

There were no items from citizens present. 
 
2-a. Hear a presentation, discuss and provide a recommendation on the proposed fees and charges 

for various departments: 
 

Budget Coordinator Robert Baer introduced Senior Budget Analyst Marcus Steele who 
displayed a PowerPoint presentation. (See Attachment 1) He commented that seven 
departments have requested modifications to their fees and charges for FY 2018/19.   
 
In response to a question posed by Committeemember Luna, Mr. Baer stated that the new 
facility restoration fees for the i.d.e.a. Museum and the Arizona Museum of Natural History will 
range from zero to five dollars.   
 
In response to questions from Committeemember Glover, Development Services Director 
Christine Zielonka responded that the increased amount for the registration fee for medical 
marijuana dispensaries is an initial application fee.  She noted that due to changes in State law, 
staff review time has increased which determined the $648 application fee.   
 
In response to a question posed by Committeemember Glover, City Engineer Beth Huning 
clarified that the fees charged for the fire hydrant and flow testing are included in the capital 
projects budget line item, which includes salaries and development projects. 
 
In response to a question from Chairman Freeman, Deputy Fire Chief John Locklin replied that 
currently volunteers complete the Low Risk fire inspections and that the recent accreditation 
process recommended that Low Risk occupancies be formally inspected by a certified Fire 
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Inspector on a triennial basis.  He pointed out that the Fire and Medical Department would be in 
compliance with the National Fire Protection Association (NFPA) standards. He noted that the 
revenue of $135,000 would be offset by the fee to cover an additional full-time Fire Inspector 
which includes an additional vehicle, operations and maintenance, and use of an iPad to 
conduct the inspections.   
 
In response to a question posed by Committeemember Luna, Chief Locklin stated that the 
projection at this time indicates one additional certified inspector would not be sufficient, 
however, they prefer to start with one full-time inspector, evaluate the productivity, and request 
at a later time an additional full-time inspector or a part-time inspector, if needed.   
 
In response to a question from Committeemember Glover, Chief Locklin explained that the fire 
inspection fees are based on an annualized fee per business and are completed as follows: 
 

• High Risk – Annually  
• Medium Risk – Bi-annually  
• Low Risk – Triennial 

  
It was moved by Committeemember Luna, seconded by Committeemember Glover, to 
recommend to the Council the proposed fees and charges for various departments as 
recommended by staff. 

 Carried unanimously. 
 
Chairman Freeman thanked staff for the presentation. 

 
2-b. Hear a presentation, discuss and provide a recommendation on proposed utility rate 

adjustments: 
 
 Deputy Budget Director Brian Ritschel introduced Environmental Management and 

Sustainability Director Scott Bouchie, Energy Resources Director Frank McRae, and Water 
Resources Director Jake West who displayed a PowerPoint presentation. (See Attachment 2) 
He reviewed the Enterprise Fund operations and pointed out that the combined ending Reserve 
Fund balance adheres to the adopted financial policy of at least 8-10% over the forecast periods 
of five to six years.  
 
Mr. Ritschel highlighted the Enterprise Fund forecast and stated that the net sources and uses 
decline starts with FY 2020/21 which represents the economic correction that was explained at 
a previous Council Study Session.  He noted that the utility operating expenditures are 
increasing by 4.7% for FY 2018/19. (See Pages 3 and 4 of Attachment 2) 
 
Mr. Ritschel explained that each utility is operated as a separate business center as follows 
(See Pages 10 through 34 of Attachment 2):  
 

• Environmental Management and Sustainability Department – Solid Waste Services  
• Energy Resources Department – Electric and Gas Utilities  
• Water Resources Department – Water Utility (including wastewater usage) 

 
In response to a question posed by Chairman Freeman, Mr. Bouchie responded that the 
recycling market commodity prices have decreased; that the Environmental Management and 
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Sustainability Department are currently in contract negotiations; and that the Material Recycling 
Facilities are imposing a processing fee per ton.  He stated that the FY 2016/17 recycling 
revenue was $819,000, FY 2017/18 anticipated revenue is $590,000, and the FY 2018/19 
forecast is $150,000 in recycling revenue.   
 
In response to a question from Chairman Freeman, Mr. McRae replied that gas supply costs 
have reduced and are passed through to the customers by the Purchased Natural Gas Cost 
Adjustment Factor (PNGCAF).  He pointed out that there are non-gas supply costs such as 
pipes, meters, and pressure regulator stations that need to be covered as a separate rate 
component which raises gas costs.  He noted that the department purchases a specific amount 
of gas in advance at a fixed price, which is an index purchase price that fluctuates monthly and 
is reflected in the cost to customers.   
 
Mr. Ritschel clarified that the department splits out the Electric Energy Cost Adjustment Factor 
(EECAF) and PNGCAF which is the pass-through rate as a revenue and an expenditure. (See 
Attachment 3) 

  
Mr. Ritschel pointed out that the water/wastewater charts are actual numbers and will provide a 
forecast for FY 2017/18 to the Committee. 
 
In response to a question from Committeemember Luna, Mr. West confirmed that consideration 
of the City’s residential growth has been included in the water utility rate increase.   
 
In response to questions posed by Chairman Freeman, Mr. West stated that staff would need to 
review a 3% increase instead of the proposed 3.5% increase, which is based on the current 
projections of increased costs and expansion of the water systems including the expansion of 
the Greenfield Water Reclamation Plant. 
 
Committeemember Glover requested a reduction in the utility adjustment cost and asked that 
staff determine the budgetary impact.   
 
Mr. Ritschel pointed out that reducing the utility rate by .5% or 1%, would result in an increase of 
the rate adjustment in future years.  He noted that if reduced to 3% for FY 2018/19 that in FY 
2019/20 an increase of 4% may be needed to offset the compounding effect.  He remarked that 
staff will provide a schedule.   
 
Discussion ensued relative to the reduction of utility rates and utility operating expenditure 
increases.   
 
Chairman Freeman noted that it was the consensus of the Committee that staff provide several 
options related to utility rates including decreased rates from the current level, rates 1%-3% 
lower than the proposed recommendation, and how these options would affect the budget and 
bring for discussion to the full Council. 
 
Chairman Freeman thanked staff for the presentation. 

 
 3. Adjournment. 

 
 Without objection, the Audit, Finance & Enterprise Committee meeting adjourned at 10:33 a.m. 
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I hereby certify that the foregoing minutes are a true and correct copy of the minutes of the Audit, 
Finance & Enterprise Committee meeting of the City of Mesa, Arizona, held on the 22nd day of March, 
2018. I further certify that the meeting was duly called and held and that a quorum was present. 

?JflM~ ~ r 

DANN MICKELSEN, CITY CLERK 

js 
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Total Enterprise Fund
FY 17/18

FY 16/17
Year End

FY 18/19
FY 19/20

FY 20/21**
FY 21/22

FY 22/23
FY 23/24

Sources of Funding
Actuals

Estim
ate

Forecast
Forecast

Forecast
Forecast

Forecast
Forecast

       Revenues
$329.7

$342.9
$357.7

$373.1
$379.5

$391.2
$408.8

$425.5
       EEC

AF/PNG
C

AF Revenues
$24.7

$25.5
$25.0

$25.2
$25.1

$25.3
$26.4

$27.1
Total Sources

$354.5
$368.4

$382.7
$398.3

$404.6
$416.5

$435.2
$452.6

U
ses of Funding

       O
perating Expenditures

$127.1
$137.3

$143.0
$150.8

$155.8
$160.5

$165.1
$168.6

       EEC
AF/PNG

C
AF Expenditures

$24.8
$25.7

$25.0
$25.2

$25.1
$25.3

$26.4
$27.1

    Expenditure Subtotal
$151.9

$163.1
$168.1

$176.0
$180.9

$185.8
$191.5

$195.7

       Project C
osts

$0.7
$0.8

$0.0
$0.0

$0.0
$0.0

$0.0
$0.0

       G
eneral Fund Transfer

$103.9
$106.5

$108.4
$110.9

$114.0
$117.0

$120.1
$123.3

       Debt Service Transfer
$54.4

$77.0
$84.5

$89.3
$97.8

$107.4
$112.5

$115.2

       Lifecycle/ Infrastructure Transfers
$6.8

$7.2
$7.5

$7.8
$8.0

$8.2
$8.6

$8.9
       Capital Transfer

$4.7
$4.0

$3.4
$3.5

$3.8
$3.2

$3.2
$3.3

       Econom
ic Investm

ent Fund Transfer 
$5.5

$5.2
$8.9

$9.3
$9.4

$9.1
$9.4

$9.2
Total Uses

$328.0
$363.7

$380.8
$396.7

$413.9
$430.7

$445.2
$455.5

Net Sources and Uses
$26.5

$4.7
$2.0

$1.6
($9.2)

($14.2)
($10.0)

($2.9)

Beginning Reserve Balance
$66.2

$92.7
$97.5

$99.4
$101.0

$91.8
$77.6

$67.6

Ending Reserve Balance
$92.7

$97.5
$99.4

$101.0
$91.8

$77.6
$67.6

$64.7

Ending Reserve Balance Percent*
25.2%

25.6%
25.1%

24.4%
21.3%

17.4%
14.8%

13.7%
*As a %

 of Next Fiscal Year's Expenditures

**This forecast includes an econom
ic correction starting in FY 20/21

Dollars in m
illions
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U
tility O

perating Expenditures

4

Per Cent Change
FY14/15

FY15/16
FY16/17

FY17/18
FY18/19

FY14/15 to
FY15/16 to

FY16/17 to
FY17/18 to

Actuals
Actuals

Actuals
Projected

Forecasted
FY15/16

FY16/17
FY17/18

FY18/19

Electric
6.7

$        
6.8

$        
6.7

$        
6.7

$        
7.6

$        
1.5%

‐1.5%
0.0%

13.4%

G
as

12.1
        

11.9
        

13.0
        

13.1
        

14.1
        

‐1.7%
9.2%

0.8%
7.6%

W
ater

38.0
        

37.9
        

40.8
        

48.3
        

50.0
        

‐0.3%
7.7%

18.4%
3.5%

W
astew

ater
21.0

        
21.3

        
23.1

        
24.0

        
25.8

        
1.4%

8.5%
3.9%

7.5%

Solid W
aste

32.0
        

32.5
        

33.0
        

34.4
        

35.0
        

1.6%
1.5%

4.2%
1.7%

Total
109.8

$    
110.4

$    
116.6

$    
126.5

$    
132.5

$    
0.5%

5.6%
8.5%

4.7%

Dollars in m
illions
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•
Increase in on‐going operation and 
m
aintenance costs (1 new

 plant and 1 plant 
expansion)

•
Custom

er grow
th greater than anticipated

•
W
ater purchase costs increasing ($1.2M

)
•
Chem

ical costs increasing due to quality of 
w
ater ($456K)
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Proposed Rate Adjustm
ents
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Prior Year
FY 2017/18

FY 2018/19
FY 2018/19

Adopted
Projection

Proposal
Electric

1.25
$        

1.75
$        

1.75
$        

Gas
0.75

$        
0.75

$        
0.75

$        
W
ater

3.5%
3.5%

3.5%
W
astew

ater
4.0%

4.0%
4.0%

Solid W
aste *

3.5%
3.5%

3.5%

* Residential
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Revenue Im
pact

8

Forecasted expenses are com
pared w

ith forecasted revenues based on 
current rates and projected custom

er grow
th

In FY 2018/19, the follow
ing increase in revenues is needed to 

accom
m
odate the estim

ated costs

U
tility

Revenue

Electric
$252,000

N
atural G

as
$474,000

Solid W
aste

$1,555,000

W
astew

ater
$2,680,000

W
ater

$3,965,000
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Average Residential Custom
er Im

pact

9

U
tility

M
onthly

Annual
Electric

$1.25
$15.00

N
atural G

as
$0.75

$9.00
Solid W

aste
$1.01

$12.12
W
astew

ater
$1.15

$13.80
W
ater

$1.62
$19.44
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Solid W
aste Services

11

Residential Services
Com

m
ercial Services

N
um

ber of 
C

ustom
ers

Rate
N

um
ber of 

C
ustom

ers
Rate

Black (trash)
barrel

135,183
$28.76/

m
onth 

for 90 gal 1xw
k

Front
Load

 bin 
service

2,406
V

ariesw
ith 

size &
 

quantity of 
bin and

 
frequency of 
service

$25.68/
m

onth 
for 60 gal 1xw

k

Blue 
(recycle)
barrel

131,650
Includ

ed
 w

ith 
trash service

Rolloff
boxes

1,450
V

aries w
ith 

size of rolloff
box

G
reen (yard

 
w

aste) 
barrel

41,316
$6.79/

m
onth 

for 90 gal 1xw
k
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Solid W
aste U

tility Rate 
Recom

m
endations

•
3.5%

 increase on all residential rates


Residential 90 gallon barrel rate: from

 $28.76 to $29.77


Residential 60 gallon barrel rate: from

 $25.68 to $26.58


Additional black barrel rate: from

 $13.58 to $14.06


Residential green barrel service: from

 $6.79 to $7.03

12

jsalent
Text Box
Audit, Finance & EnterpriseMarch 22, 2018Attachment 2Page 12 of 36



Solid W
aste U

tility Rate 
Recom

m
endations

•
M
esa G

reen and Clean Fee: no adjustm
ent recom

m
ended

•
Average residential custom

er: $29.60 to $30.61

•
3.5%

 increase on bulk item
 and appliance collection for City of 

M
esa refuse custom

ers

•
Com

m
ercial Front Load Rates:

•
Trash: O

verall 2.0%
 increase

•
Com

m
ingled: Increase Base Rate from

 $28.00 to $36.00 w
hile providing 

a 15%
 discount for additional bins

•
Cardboard: Increase Base Rate from

 $24.00 to $28.00 w
hile slightly 

increasing the M
ulti‐Day and M

ulti‐Bin factors
•

Com
m
ercial Roll O

ff Rates:
•

Trash: no adjustm
ent recom

m
ended

•
G
reen W

aste: increase per ton charge 6.9%
•

O
verw

eight Containers: increase per ton charge 4.5%
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Energy Resources Departm
ent14

jsalent
Text Box
Audit, Finance & EnterpriseMarch 22, 2018Attachment 2Page 14 of 36



Electric &
 G
as U

tilities
•
Electric U

tility

•
Residential: 14,265 custom

er billed in February 2018

•
N
on‐Residential: 2,585 custom

er billed in February 2018

•
G
as U

tility

•
Residential: 59,949 custom

er billed in February 2018

•
N
on‐Residential: 2,496 custom

er billed in February 2018

15
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Electric U
tility Rate Recom

m
endations

•
Residential System

 Service Charge com
ponent: from

 
$10.75 to $12.50

•
Consum

ption com
ponent of rate: N

o adjustm
ent 

recom
m
ended

•
Average residential custom

er: from
 $93.41 to $95.16, 1.9%

 
(Including com

m
odity pass‐through cost) 

•
N
on‐residential rates: N

o adjustm
ent recom

m
ended

16
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Electric U
tility Rate Recom

m
endations

•
Proposed System

 Service Charge of $12.50 is:

•
$7.50 per m

onth less than SRP’s m
onthly service 

charge of $20.00

•
M
onthly bills during calendar year 2017 (at FY 2018/19 

M
esa rates) w

ould be approxim
ately $12.80 less per 

m
onth than if served by SRP ($153.60 less per year) 

•
Com

m
odity costs for pow

er are passed through to the 
custom

ers and are not included in the annual rate review
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N
atural G

as U
tility Rate Recom

m
endations

•
All custom

ers System
 Service Charge: increase $0.75 per m

onth

•
Residential custom

ers sum
m
er: from

 $13.86 to $14.61 per m
onth

•
Residential custom

ers w
inter: from

 $16.79 to $17.54 per m
onth

•
Average residential m

onthly bill: from
 $32.92 to $33.67, 2.3%

 (Including 
com

m
odity pass‐through) 

•
M
onthly bills during calendar year 2017 (at FY 2018/19 M

esa rates) w
ere 

approxim
ately $1.88 m

ore per m
onth ($22.56 m

ore per year) than if served 
by Southw

est G
as.

•
Com

m
odity costs for natural gas are passed through to the custom

ers and 
are not included in the annual rate review
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193

W
ater Resources Departm

ent
19
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W
ater U

tility Rate Structure
•

O
ver the last few

 years the City has focused on better 
aligning fixed revenues w

ith fixed costs.
Target is fixed 

revenues at 35‐40%
 of total costs.

FY 2017/18 is estim
ated 

at 36.09%

•
W
ater consum

ption per account has declined in recent 
years:  m

ore w
idespread use of w

ater saving appliances, 
sm

aller num
ber of people per household, less landscaping 

and m
ore w

ater conservation aw
areness

20
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Residential W
ater Custom

er G
row

th
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Residential W
ater Consum

ption

22
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N
on‐Residential W

ater Custom
er G

row
th

23

jsalent
Text Box
Audit, Finance & EnterpriseMarch 22, 2018Attachment 2Page 23 of 36



N
on‐Residential W

ater Consum
ption
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W
ater Account G

row
th since FY 13/14

25
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W
ater U

tility Rate Structure

26

Current Residential Tier Structure for FY 17/18

First 3,000 gallons included in service charge

G
allons

Cost per 1,000 gal

4,000‐10,000
$3.13

N
ext 10,000 gallons

$4.70

N
ext 4,000 gallons

$5.57

All additional 1,000 gallons
$6.07

Proposed Residential Tier Structure for FY 18/19

First 3,000 gallons included in service charge

G
allons

Cost per 1,000 gal

4,000‐9,000
$3.24

N
ext 9,000 gallons

$4.86

N
ext 6,000 gallons

$5.80

All additional 1,000 gallons
$6.51
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W
ater U

tility Rate Recom
m
endations

•
All custom

ers: 3.5%
 increase on all rate com

ponents

•
Residential Service Charge: from

 $27.55 to $28.51

•
Residential average m

onthly seasonal consum
ption total 

bill: from
 $46.33 to $47.95

•
The City average m

onthly consum
ption is about 9,000 

gallons how
ever seasonality takes into account high 

dem
and sum

m
er m

onths that experience som
e w

ater 
consum

ption in tier 2.  The resulting im
pact is greater than 

a straight 9,000 gallons per m
onth. 

27
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W
ater U

tility Rate Recom
m
endations

•
Im

plem
ent year‐round

excess w
ater surcharge overthree years

•
Affects com

m
ercial,m

ulti‐unit dw
elling and public authorities custom

ers
•
Currently

the
surcharge

is operative for 9 m
onths (M

arch through N
ovem

ber)
•
Financial im

pact: additional$92,000 of w
ater revenues in FY 2018/19

•
Rem

ove
first 3,000 gallons from

service charge
for W

ater Hydrant M
eter 

Service

•
The provision ofthe first 3,000 gallons ofw

ateris included in the service charge to 
sustain life

or business
•
W
ater Hydrantm

etersare utilized for tem
porary w

ater use,typically 
construction

projects
•
Financial im

pact:additional $30,000 of w
ater revenues in FY 2018/19
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Residential W
astew

ater Custom
er G

row
th
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Residential W
astew

ater U
sage
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N
on‐Residential W

astew
ater Custom

er G
row

th
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N
on‐Residential W

astew
ater U

sage
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W
astew

ater U
tility Rate 

Recom
m
endations

•
All custom

ers: 4%
 increase on all rate com

ponents

•
Residential Service Charge: from

 $18.80 to $19.55

•
Residential average m

onthly consum
ption total bill: from

 
$29.05 to $30.20

•
W
astew

ater rates are not subject to seasonality.  The 
m
onthly rate is adjusted annually based on the w

inter 
w
ater average usage of the individual custom

er

33
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Average Residential W
ater and W

astew
ater      

Annual Cost Com
parisons –

FY 2017/18 Rates

34
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Schedule for FY 2018/19 U
tility 

Rate Consideration

A
pr 5    –

C
ity C

ouncil D
iscussion of U

tility R
ates

M
ay 7

–
Introduce U

tility R
ate O

rdinances

M
ay 21

–
C

ity C
ouncil Action on U

tility R
ates

July 1   –
Effective date for U

tility R
ate changes

3535
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