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INDEPENDENT ACCOUNTANTS’ REPORT

The Auditor General of the State of Arizona

The Honorable Mayor and the City Council
City of Mesa, Arizona

We have examined the accompanying Annual Expenditure Limitation Report (report) of City of Mesa,
Arizona (City), for the year ended June 30, 2018, and related notes to the report. The City’s
management is responsible for presenting this report in accordance with the Uniform Expenditure
Reporting System (UERS) as described in Note 1. Our responsibility is to express an opinion on this
report based on our examination.

Our examination was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. Those standards require that we plan and perform the
examination to obtain reasonable assurance about whether this report is presented in accordance with
the UERS in all material respects. An examination involves performing procedures to obtain evidence
about the amounts and disclosures in the report. The nature timing and extent of procedures selected
depend on our judgement, including an assessment of the risks of material misstatement of the report,
whether due to fraud or error. We believe that the evidence obtained is sufficient and appropriate to
provide a reasonable basis for our opinion.

In our opinion, the Annual Expenditure Limitation Report of the City of Mesa, Arizona, referred to

above, is presented in accordance with the Uniform Expenditure Reporting System as described in
Note 1 in all material respects.

/%m/d/mm% L7

CliftonLarsonAllen LLP

Phoenix, Arizona
February 7, 2019

A member of



CITY OF MESA, ARIZONA
ANNUAL EXPENDITURE LIMITATION REPORT - PART |
YEAR ENDED JUNE 30, 2018
(in thousands)

Economic Estimates Commission expenditure limitation $ 575,360

Voter-approved alternative expenditure limitation

(Approved November 4, 2014) 1,740,000
Enter applicable amount from line 1 or 2 $ 1,740,000
Amount subject to the expenditure limitation (total amount
from Part Il, Line C) $ 551,465
. Amount under (in excess of) the expenditure limitation $ 1,188,535

(If excess expenditures are reported, provide an explanation)

| hereby certify, to the best of my knowledge and belief, that the
information contained in this report is accurate and in
accordance with the requirements of the uniform expenditure
reporting system.

Signature of Chief Financial Officer:
Name and Title: W%—' Michael Kennington, Chief Financial Officer

Telephone Number : L{gD - (,44 - 300 480-644-3606  Date: 2-7- 20/ 9

See accompanying notes to report.
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CITY OF MESA, ARIZONA
ANNUAL EXPENDITURE LIMITATION REPORT - PART I
YEAR ENDED JUNE 30, 2018
(in thousands)

Internal
Governmental Enterprise Service Fiduciary
Description Funds Funds Funds Funds Total
A. Amounts reported on the Reconciliation, Line D $ 591,830 $ 441,778 $ 117,115 $ - $ 1,150,723
B. Less exclusions claimed:
1. Debt Proceeds 16,175 107,985 - 124,160
2. Debt service requirements 37,214 143,822 - 181,036
3. Dividends, interest, and gains on the sale
or redemption of investment securities 963 1,691 304 2,958
4. Trustee or custodian - - - -
5. Grants and aid from the Federal Government 24,020 2,248 - 26,268
6. Grants, aid, contributions or gifts from a
private agency, organization, or individual
except amounts received in lieu of taxes 743 2,521 - 3,264
7. Amounts received from the State of Arizona 327 1 - 328
8. Quasi-external interfund transactions - 6,588 93,568 100,156
9. Amounts accumulated for the purchase of
land, and the purchase or construction of
buildings or improvements - - - -
10. Highway user revenues in excess of those
received in fiscal year 1979-80 32,853 - - 32,853
11. Contracts with other political subdivisions 22,236 158 - 22,394
12. Refunds, reimbursements and other recoveries 250 - 233 483
13. Voter approved exclusions not identified
above (attach resolution) - - - -
14. Prior years carryforward 1,005 104,353 - 105,358
15. Qualifying capital improvements expenditures
repaid in accordance with A.R.S. 841-1279.07
16. Total exclusions claimed 135,786 369,367 94,105 599,258
C. Amounts subject to the expenditure limitation $ 456,044 $ 72,411 $ 23,010 $ - $ 551,465

If an individual fund category/type amount is negative, reduce exclusions claimed to net to zerol |
Delete all exclusion item descriptions not used.

See accompanying notes to report

Page 3



CITY OF MESA, ARIZONA
ANNUAL EXPENDITURE LIMITATION REPORT - RECONCILIATION
YEAR ENDED JUNE 30, 2018

A. Total expenditures/expenses/deductions and
applicable other financing uses, special items
and extraordinary items reported within the
fund financial statements

B. Subtractions:

1.

5.

6.

Items not requiring use of current financial resources:

Depreciation

Loss on disposal of capital assets

Non-cash Equity Interest in Joint Venture

Bad debt expense

Pension and other postemployment benefits (OPEB)
expense

Claims incurred but not reported (IBNR)

Landfill closure and postclosure care costs

. Expenditures of separate legal entities

established under Arizona Revised Statutes

. Required fees paid to the Arizona Department of

Revenue

. Present value of net minimum capital lease and

installment purchase contract payments recorded
as expenditures at the agreements' inception

Involuntary court judgments

Total Subtractions

C. Additions:

1.

2.

5.

Principal payments on long-term debt

Capital asset acquisitions

. Amounts paid in the current year but reported as

expenses in previous years:
Claims previously recognized as IBNR
Landfill closure and postclosure care costs

. Pension and OPEB contributions paid in the current

year

Total Additions

D. Amounts reported on Part I, Line A

(in thousands)

Internal
Governmental Enterprise Service Fiduciary
Funds Funds Funds Funds Total

$ 606,746 $ 303,819 117,084 - $ 1,027,649
- 65,618 368 65,986
- 261 20 281
- 585 - 585
- 5,910 1,317 7,227
13,934 - - 13,934
982 - - 982
14,916 72,374 1,705 - 88,995
- 59,135 - 59,135
- 144,986 97 145,083
- - 251 251
- 6,212 1,388 7,600
- 210,333 1,736 212,069
$ 591,830 441,778 117,115 - $ 1,150,723

Delete all subtraction and addition line item descriptions not used.

See accompanying notes to report
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City of Mesa, Arizona
Notes to Annual Expenditures Limitation Report
Year Ended June 30, 2018
(In Thousands)

Note 1 -Summary of Significant Accounting Policies

The Annual Expenditure Limitation Report (AELR) is presented as prescribed by the Uniform
Expenditure Reporting System (UERS), as required by Arizona Revised Statutes §41-1279.07, and in
accordance with the voter-approved alternative expenditure limitation adopted November 4, 2014, as
authorized by the Arizona Constitution, Article IX, §20(9).

In accordance with the UERS, a note to the AELR is presented below for any exclusion claimed on
Part 1l and each subtraction or addition in the Reconciliation that cannot be traced directly to an
amount reported in the fund financial statements. All references to financial statement amounts in the
following notes refer to the Statement of Revenues, Expenditures, and Changes in Fund Balances for
the Governmental Funds; Statement of Revenues, Expenses, and Changes in Fund Net Position for the
Proprietary Funds; Statement of Cash Flows for the Proprietary Funds; and the Statement of Changes
in Fiduciary Net Position for the Fiduciary Funds.

Note 2 - Reconciliation Subtractions and Additions

The subtraction for Bad Debt Expense is presented in Exhibit A-8 as a portion of the Total Operating
Expenses. The subtractions for Pension and OPEB Expenses and additions for Pension and OPEB
Contributions are part of Note 15 of the Notes to the Financial Statements. The subtractions for Required
Fees paid to the AzDOR are presented in Exhibit A-5 as a portion of the Total Expenditures for the
Governmental Funds. The Additions for Claims Previously recognized as IBNR are the amounts paid in
the current year but reported as expenses in previous years and are part of Exhibit C-4, Total Operating
Expenses.

Note 3 — Bond Proceeds

The exclusions claimed for Debt Proceeds of $16,175 in the Governmental Funds are presented in Exhibit
C-2 Capital Projects, Total Other Financing Sources(Uses) (Excluding Community Facilities District). The
exclusions claimed for Debt Proceeds of $107,985 in the Enterprise Funds are presented in Exhibit A-9.

Note 4 — Debt Service Requirements for Bonded and Non-Bonded Debt

The exclusions claimed for Debt Service Requirements in the Governmental Funds of $37,214 are
presented in Exhibit C-2 Debt Service Funds, General Obligation Bonds, Total Expenditures. The
exclusions claimed are limited to the allowable revenues. The exclusions claimed for Debt Service
Requirements in the Enterprise Funds of $143,822 consists of Principal Retirements and Interest Expense
on the City’s bonds as presented in Note 8 on page 59 of the Notes to the Financial Statements and Exhibit
A-8.

Note 5 — Dividends, interest and gains on the sale or redemption of investment securities
The exclusion claimed for Dividends, Interest and Gains on the Sale or Redemption of Investment

Securities of $2,958 includes Interest on Investments expended which were recorded as Investment
Income. Remaining revenues of $3,405 have been carried forward to future years.
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City of Mesa, Arizona
Notes to Annual Expenditures Limitation Report
Year Ended June 30, 2018
(In Thousands)

Note 6 — Grants and aid from the Federal Government, State of Arizona, Private Agencies, and
Highway User Revenues

The following schedule presents revenues from which exclusions have been claimed for Federal Grants
and Aid, amounts received from the State of Arizona, Grants Received from Private Agencies, and
Highway User Revenues:

Description
Grants and aid from the federal government $ 26,268
Amounts received from the State of AZ 328
Grants received from Private Agencies (See Note 7) 3,264
Highway user revenues in excess of those received in fiscal year

1979-80 (See Note 9) 32,853
Contracts with other political subdivisions (See Note 8) 22,394
Other revenues (non-excludable) 128,617
Current year revenue amount carried forward 12,482
Total intergovernmental revenues as reported in the fund

financial statements $226,206

Note 7 — Grants, aid, contributions, or gifts from a private agency, organization, or individual except
amounts received in lieu of taxes

The exclusions claimed for amounts received from Private Agencies include grants from the Salt River Pima
Maricopa and Gila River Indian Communities totaling $383 and Miscellaneous Grants totaling $17, which
are presented in Exhibit A-5 as a portion of Intergovernmental Revenue. The balance of $2,864 is
Contributions in Aid, Developer Cash Contributions, and Donations which are presented in Exhibit A-5 as a
portion of Miscellaneous Revenue and Exhibit A-8 as a portion of Capital Contributions.

Note 8 — Contracts with other political subdivisions

The exclusions claimed for contracts with other Political Subdivisions of $22,394 are presented in
Exhibit A-5, as a portion of Revenues: Intergovernmental and Exhibit A-8, Nonoperating Revenues
(Expenses): Intergovernmental. Remaining revenues of $5,779 have been carried forward to future years.

Note 9 — Highway User Revenues in excess of Fiscal Year 1979-80

The deduction for Highway User Revenues in excess of fiscal year 1979-80 was calculated as follows:

HURF revenues received in FY18 39,560
HURF revenues received in FY80 (1,894)
Revenues available for exclusion $ 37,666
Actual FY18 HURF expenditures $ 34,747
Amount equal to FY80 revenues expended in FY17 (1,894)
Excludable HURF expenditures in FY18 $ 32,853
FY18 Revenues available for exclusion $ 37,666
FY18 Revenues claimed as an exclusion 32,853
Unspent FY18 revenues available for carry forward $ 4813
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City of Mesa, Arizona
Notes to Annual Expenditures Limitation Report
Year Ended June 30, 2018
(In Thousands)

Note 10 — Quasi-External Interfund Transactions

The exclusion claimed for Quasi-external Interfund Transactions of $100,156 are presented in Exhibit A-5,
as a portion of Revenues: Charges for Services, and Exhibit A-8, Operating Revenues: Charges for Services.
Remaining revenues of $34,007 have been carried forward to future years.

Note 11 — Refunds, reimbursements, and other recoveries

The exclusion claimed for Refunds, Reimbursements, and other recoveries of $483 are presented in Exhibit
A-5, as a portion of Revenues: Miscellaneous and Exhibit A-8, Nonoperating Revenues (Expenses):
Miscellaneous Revenue. Remaining revenues of $109 have been carried forward to future years.

Note 12 — Prior Years Carryforward

Prior years carryforward consists of constitutionally excludable revenues unexpended in the year of receipt
that have been accumulated and were expended in the current year as follows:

Description Governmental Enterprise
Funds Fund
Bond & Other Proceeds $ 1,005 $ 41,300
Interest Earnings 63,053
Total prior years carryforwards expended $ 1,005 $104,353
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