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Presenter
Presentation Notes
I want to begin by first acknowledging the great responsibility that the Town Council has in planning for the future and the weight of the decisions you all are asked to make. 1-When it comes to water rates, it can sometimes be condensed into a desire to not have a brown lawn, which isn’t trivial, but it isn’t the extent of the decision either. 2-There are outside forces acting on our ability to provide clean, reliable water service to our residents- these forces could be pollution affecting our water supply, or drought decreasing the amount of water we have. 3-Another force acting on us is simply the passage of time and how infrastructure wears out over time and needs to be replaced. 4- If we do not meet these challenges head on, our community could be reduced to the option that others, even in the valley, face- which is to haul water for basic needs. That potential future puts a brown lawn into perspective, doesn’t it? The good news I have for you is that this council and the community is proactive and always rises to meet the challenges before it, and I will present to you a plan for how we will meet these current challenges and continue Gilbert’s exceptional quality of life.



97% 95% 86%
2021 National Community Survey Results

Presenter
Presentation Notes
We have to first begin this conversation by stating the obvious- that our community loves Gilbert. 1) 97% of respondents in the 2021 National Community Survey gave positive reviews of the Town as a place to live, and the overall quality of life.The not so obvious statement is that this community didn’t happen by accident, and significant efforts in planning, funding and maintaining the infrastructure that supports the quality of life have been invested in over many years and decades.2) This is reflected in the result of >95% of respondents felt very or somewhat safe from fire, flood or natural disasters.3) And that 86% rated the quality of the utility infrastructure as excellent or good. (Water, sewer, stormwater)The presentation of rates today and the vital needs that the additional revenue will fund will help continue to support these high satisfaction ratings and expectations from our residents.The high quality of life for which our community is known did NOT happen overnightIt is primarily the result of THREE THINGS:1)  Vision and Strategic Planning2)  consistent, intentional investments by council leadership over decades.Investments in infrastructureInvestments in resources3)  AND just as importantly, sound financial policies and practices adopted by the town council



Shaping a new tomorrow, today. gilbertaz.gov

Policy Statement #11
Fees and Charges

• User fees in Enterprise Fund operations are calculated to recover the 
entire cost of operations, including indirect costs, debt service, reserve 
for replacement, and overhead costs

• Tax dollars should support essential Town services that benefit and are 
available to everyone in the community (such as parks, police, and fire)

• For most services that largely or solely benefit individuals, Gilbert 
should recover full or partial costs of service delivery through user fees

Presenter
Presentation Notes
Here is what I mean by that:The town council adopted a policy statement regarding user feesThe water fund and the Solid Waste & Recycling fund are what we call enterprise fundsThis means that user fees need to be collected to recover the entire cost of operations.This also means that as a financial practice, we do not subsidize these utilities**RATES are how we fund critical water and infrastructure and servicesThis rate adoption process is absolutely essential to ensuring Gilbert can continue to provide these fundamental services 



It is not about the growth...

$7.3M

Impact Fees (System Development Fees)
 Assessed when new development occurs
 Calculated and assessed for expansion-related 

improvements
 This includes growth related additions to:

 Water treatment system (WTPs)
 Water distribution system

 Growth required to pay for its expansion of the 
system

 NOT used for operating the system or non-
growth related needs, like repair or replacement 
of the system

Rates (User Fees)
 Assessed monthly based on use or level of service
 Calculated based on a Cost of Service Model and 

Rate Study Report & posted on the Gilbert website
 Costs included in the Model: Operation and 

Maintenance of the system, commodities, Repair 
and Replacement (R&R), debt service for R&R

 NOT used for expanding the system to accommodate 
new users (growth)

 NOT used to support any general government 
services (police, fire, parks, etc.)

Presenter
Presentation Notes
Utilities are separate financial entities under the Gilbert umbrella. They operate independently financially and are not subsidized by taxes or subsidize the tax rate.
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Policy Statement #17
Minimum Unrestricted Fund Balance

• Minimum of 90 days working capital of the current fiscal year plus one year 
of debt service

• Fund balance is an important indicator of Gilbert's financial position

• Adequate fund balances are maintained to allow Gilbert to continue 
providing critical services in case of unexpected emergencies

• Use of minimum unrestricted fund balance should be utilized only after all 
budget sources have been examined for available funds

Presenter
Presentation Notes
Another very important financial policy adopted by the town council has to do with our minimum unrestricted fund balanceFund balance is an important indicator of Gilbert's financial positionMaintaining reserves is considered prudent management practiceAdequate fund balances are maintained to allow Gilbert to continue providing services to the community in case of unexpected emergencies or requirements*and/or* economic downturns



Presenter
Presentation Notes
Following these policies is key part of the reason that Gilbert is rated AAA on our bonds. There are less than 50 communities in the country rated AAA on their bonds and Gilbert is one of them.This elite rating enables Gilbert to secure the best interest rates when bonding If we stop following our policies or take actions that indicate we may have difficulty repaying our bonds (i.e. not enough revenue) then it could impact our ratings and the interest we may pay on future bond issuances or future refinancing of existing debt. 
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Four Utility Rates:

• Water

• Solid Waste & Recycling

• Wastewater

• Environmental Compliance (stormwater, air pollution)

Presenter
Presentation Notes
With the town's financial policies in mindThis evening's action item pertains to our utility ratesGenerally speaking, the town has four utility ratesWater, Trash, Wastewater and Env Compliance. 
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Four Utility Rates:

• Water (adoption this year)

• Solid Waste & Recycling (adoption this year)

• Wastewater (adopted last year)

• Environmental Compliance (stormwater, air pollution) (adopted last year)

Presenter
Presentation Notes
With the town's financial policies in mindThis evening's action item pertains to our utility ratesGenerally speaking, the town has four utility ratesWater, Trash, Wastewater and Env Compliance. 
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Balancing the Timing for the Adoption of the Four Utility Rates

Fund Name 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Water 6.0% 10.0% 8.0% 5.7% 6.0% 11.9% 29.6%
3

Options
Proposed

TBD

Solid Waste & 
Recycle

3.2% 6.2% 5.8% 6.1% -7.5% -7.5% 28.6% 44%
Proposed TBD

Wastewater 5.0% 5.8% 6.6% 6.0% 9.3% 32.4% TBD

Environmental 
Compliance 

Created 59% TBD

Rate Increase
No Change

Rate Decrease
No Fund Exists

Anticipated Rate Review

Prior to 2018, minimal essential stormwater budget and functions were shared by Streets & Environmental Services.

Legend

A common practice is for communities to review rates every 2-years, even if 
changes are modest. 

Gilbert is aligned with this best practice, 
alternating years to spread out impacts to customers.

Presenter
Presentation Notes
We are in the Water and Solid Waste cycle of an alternating rate review. This pattern is expected to be continued each year, alternating the review of 2 utilities each cycle. WHY IS THIS IMPORTANT?This allows for impacts to the customer to be spread out, rather than large changes in one year and none the next. Previously, Gilbert went for many, many years without raising rates and in fact, lowered rates in one area.  This has contributed to the situation we are in today, in which the rate increases are perceived as more pronounced.However, the goal is that once we make these tough but mandatory corrections and catchup with the market forces acting upon us, that the two year cycle will eventually lead us to more flexibility for how and when to enact future rate changes. In the meantime, we have to deal with the historically minor and infrequent changes that have happened so that we can keep these services running at the level our customers expect.It should be noted, that although these alternating year reviews are planned, it does not mean that staff will bring forward a rate increase recommendation each time. Any recommendation will be brought forth based on the financial needs of the utility considered with the best available data to support the needs at that time.OK, so now we’ve seen the rate comparisons over time and investigated the financial separation of these utilities from the rest of Town operations. One common mistake that can be made when we think about rates and cost of service is to reduce this to an excel spreadsheet with dollars and cents on it. Let’s remember that these services we’re talking about actually have a profound impact on our community.



Presenter
Presentation Notes
An examination of other cities might be helpful.The tragic wildfire in Lahaina was responsible for hundreds of deaths and the destruction of most of the town. The water system failed which caused firefighting efforts to halt. It’s impossible to say if the town could have been saved in whole, but at least some of the catastrophe could have been reduced with a working water and therefore firefighting system.1- All across the county there is a growing awareness of the reckoning coming to our public water systems, whether because of generations of lack of funding and maintenance, care for the water resource itself, or the impact of human pollution and overuse.These are real life issues that happen when infrastructure and services are not maintained. This is why our team anticipates potential problems and we execute planning and investments to ensure quality for our community.But these problems couldn’t happen here, right?



Presenter
Presentation Notes
We have an example from recent memory where our water system was put to the test when a development under construction caught fire. An estimated two million gallons was used over the several hourslong incident, but our firefighters were never without sufficient water supply and pressure to slow the blaze. And every fire hydrant they connected to worked. This is not on accident, due to our high level of service in our water system, the proactive repair and maintenance of our infrastructure, and our dedicated team of highly skilled professionals that operate the system.



Presenter
Presentation Notes
And consider the event from just a few months ago when a monsoon storm destroyed nearly a dozen power poles that serve energy to the CAP pumping plant, which is the sole source of water for the Santan Vista Water Treatment Plant. As the water supply in the canal dwindled, our water team activated existing emergency response plans. This included firing up the backup water production infrastructure, modifying operations and actively communicating with regional partners to ensure uninterrupted water service for our customers. Without the investment in the infrastructure, a highly trained and professional workforce as well as the maintenance and repair of the water system, this could have become a water emergency for the community. But because Gilbert makes these investments it did not become an emergency. These not-near-misses highlight why our community enjoys a high standard of living, but it isn’t by accident. The continual investments make this possible.



Presenter
Presentation Notes
We are not perfect.We have also had failures of infrastructure, and they seem to be increasing in frequency and impact to the community in terms of cost and inconvenience. Just in the past 11 months, we’ve had 3 major water issues that caused expensive repair costs and sizable impact to traffic flow. Since much of our water infrastructure is located underneath roads, these failures tend to be very public failures, which over time can begin to erode the confidence that the public has in our ability to serve them efficiently.Now we’ve seen the good and the bad of water service, we’re going to explore how the community’s investments in water service are used.



Utility Fund Components

Operation 
and 

Maintenance
•Steadily rising

Repair & 
Replacement 

Fund
•Fixed transfer*

One Time 
Expenses

•New Equipment, O&M Capital
•Variable

Rate 
Revenue

Presenter
Presentation Notes
When we collect rate revenue, it goes into one fund and then used or separated into three main areas.1 O&M are the activities that come to mind when you think of running a utility- operating a W treatment plant, pumping water in the distribution system and maintaining infrastructure to keep it in good working order.2 New Equipment and New O&M Capital that isn’t replacement or due to growth, like new vehicles, or adding water quality equipment that were not original to utility design. This is the main lever that we have to keep rates steady. Unfortunately, this usually means delaying vital projects beyond industry standard or equipment is near failure. Delaying these projects has direct implications on the useful life of infrastructure and the overall cost to the community for ownership, because replacement cost is much higher than good maintenance.3 The R&R fund is a fixed transfer. More discussion on the next few slides on its importance.



Water Fund 
Water Fund Replacement Costs
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Cumulative Water Pipe Replacement Cost
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Water Pipe Replacement Cost

Between 2090 and 2110, $2.8 BILLION will be needed in pipe replacement
Or

An average 50-year cost of $76 million per year for pipe replacement

Presenter
Presentation Notes
A Replacement fund is the way that utilities plan and pay for expected lifecycle costs of the assets it owns.Here’s an example of the purpose of a replacement fund, just using water pipes as the asset example. Infrastructure replacement costs are lumpy, with peaks and valleys. We use the expected life of a particular asset and the replacement cost of that asset and plug that cost into a timeline. Repeat this with every major asset in the water system and you can get a graph showing your future costs. These graphs show just the pipes themselves and the replacement costs.1- Our Replacement fund is a separate bank account in which we set aside annually an amount of money that will, over time, fund these replacements. By setting aside these funds proactively, we can avoid having to raise and lower the water rate each year based on the replacement CIP needs. This provides for the infrastructure needs without causing large swings in costs to our customers.The City of the Future Initiative guides us toward looking at the future costs associated with our way of life and preparing financially for those costs. Not doing this is a major contributor to the decline of quality services in many cities.



Water Division 
Cost pressures and rate options



Water Fund Cost Pressures

Increased Construction Costs for 
Capital Improvement Plan

Water Resource 
Needs

New Projects from the 
Water Master Plan

Presenter
Presentation Notes
The three main factors that are driving the need to increase revenue. We are not alone in these cost pressures. Every city in the valley is in a similar situation as we are. How they choose to deal with these pressures is their choice; we prefer to meet these challenges head on and not pass them to our successors.
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Water Resources Pressures

Colorado River Shortage Impacts

• Cost of Raw Water Supply

• Infrastructure needs to access 
groundwater

• Additional conservation staffing & 
programs

Presenter
Presentation Notes
As the Colorado River water supply declines because of drought and overuse, it impacts us in these three main ways. The water we do purchase costs more per unit, we need to replace lost surface water supplies with groundwater, requiring more infrastructure to do so, and we will keep ramping up our conservation programs.



Raw Water Cost Increases

Rapidly rising 
cost of raw 

water

10%

15%

20%

25%
Water Resources as % of Water Budget

Water Resources as % of Water Ops

Presenter
Presentation Notes
Here’s what the cost increase of raw water looks like visually. (Water cost divided by operating budget) This is cost as a percentage of the operations budget (not including debt, transfers, R&R) this is the % increase to what it costs to operate the utility. Without increasing the operations funding, there is less money left to operate the utility.In FY17, the cost to buy the raw water was about $6M, next year it is budgeted above $10M- a greater than 66% increase!
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Water Fund 
Impact
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Water

Fund balance (proposed) Fund balance (Status Quo) Minimum Fund balance

Presenter
Presentation Notes
CAP Water supplies are declining due to shortages on the Colorado River. We will fill this supply gap with more groundwater in the short term.



Acceleration of 
Existing Well Projects

Project FY 23 FY 24 FY 25 FY 26 FY 27 FY 28 FY 29 FY 30 FY 31
WA 0270
WA 0880
WA 1609
WA 1610
WA 1611
WA 1612

Presenter
Presentation Notes
The acceleration of a 10 year plan into two years had a large effect on our CIP and our budget. These are not projects we can delay in light of the Colorado River conditions.



Colorado River Shortage Strategy
Gilbert is evaluating the potential impacts of additional reductions to our 

Colorado River Supply and continues to look for innovative and attainable 

solutions through: 

• Operational Resiliency 

• Well prioritization

• Water Conservation & Efficiency

• Ramping up Programs & Rebates

• Long Term Portfolio Sustainability

• SCIF

• Bartlett Dam

• New leases

Presenter
Presentation Notes
Everything on this slide requires a significant new cost above and beyond previous plans.As an example, the well program is $56M over 2 years instead of 10 years.Increased Water Conservation programs are likely a couple hundred thousand dollars ongoing each year.And the large infrastructure projects (SCIF, Bartlett and new Water Resources could reach $100M)



The Town’s efforts are 
to keep the 
statement, “Shortage 
at the river does not 
mean a shortage at 
the tap” true.



Volatility

International Markets
European instability has impacted raw iron, 

nickel, and energy costs. Instability on the 
African continent impacts key electronic 

equipment. 

Materials Gap
Manufacturers are preferentially focusing on 

high-turnover, higher margin materials vs. 
specialty goods or engineering application 

materials

Supply Chain Delay
Shipping and trucking delays have impacted the 
travel time for complete goods, increasing costs 

indirectly/increasing planning level complexity

Labor Shortages
Skilled labor gap is ~40% in manufacturing 
(construction parallel)

General Price Pressures
Complex direct/indirect factors causing direct cost 
increases across nearly all sectors, inflation/escalation

Local Factor Impact
Competition with other high skill construction, 
including Intel, Mayo Clinic, and TSMC 
competing for limited resources

Challenging Market Conditions 

Presenter
Presentation Notes
These various market conditions affect capital projects and operations in unique ways.International markets and supply chain delays have caused the availability of goods to change in ways unforeseen. This causes planning and construction delays when not taken into account.The availability of certain types of materials has also caused the need to pivot to different quality materials in certain projects.Labor is affected as well, with certain major valley projects pulling skilled labor away from our industry.



Construction Market Volatility

Source: Bureau of Labor Statistics, Producer Price Index

55% increase in 3 years!

Presenter
Presentation Notes
As we discussed earlier, construction on, and repair and replacement of infrastructure is a large portion of the cost of operating these utilities. There are a lot of individual commodities and services that go into the cost to construct any project, and you see the high volatility. The impact on any one project is highly variable depending on the inputs associated with its completion. 1- However, if we look at an average of all these indices, you can see the national average has risen incredibly, by 55% over the last 3 years. When you consider that the CIP for water alone is in the several hundred million dollar range, and is the most affected by this inflation, you can easily understand the pressure we’re facing, when we only collect about $60M a year currently.



Initial Project Costs 
(2/2021):

$457 Million

GMP 3 60% cost-
model Update 

(6/2022):
$575 Million

Post VE Effort 
(9/2022):

$545 Million

Current Estimate:
$677 Million

• An exhaustive Value Engineering effort captured 200+ 
ideas and $30M in savings.

WA 1589 – NWTP Reconstruction

Presenter
Presentation Notes
No project has been affected as much as the NWTP reconstruction. Its initial project cost has been adjusted (as is a normal practice) as design has evolved. Despite a very thorough VE effort in 2022, inflation of labor and materials has caused a large increase in the cost of this project.All projects undergo a similar VE effort. Market factors have been impacting all projects. NWTP has seen the largest magnitude of cost escalation due to the size of the project
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Integrated Master Plan

Capacity Compliance

Risk and 
Resiliency

Existing 
Assets

Integrated Water Resources Master Plan.

Presenter
Presentation Notes
MP can sound academic, but it uses data to identify our future needs, and is a roadmap for us to implement the infrastructure needs when the time comes.
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38
new projects

$250M

5%
10%

5%

23%

17%

11%

4%

20%

4%

1%

38
new projects

$260+M

Water Fire Flow…………..………………………...................... $24,951,000

Water Econ. Development………………………………….... $14,060,000

Water Resiliency…………………….………………………………. $59,698,000

Water Systems……………………………..………….…………….. $2,469,000

 RW Existing Capacity Gap..…………………………………. $45,363,000

 RW Econ. Development…..………………........................ $27,890,000

 RW Systems………………………..……………………………………$3,028,000

WW Existing Capacity Gap ……………..………………….. $9,493,000

WW Econ. Development………..…………….……………….. $51,899,000

WW Systems…………………………………….…………………..… $9,830,000

WW Odor Control………………………………………….………..$12,913,000

Capital Program Forecast.

Presenter
Presentation Notes
$100M of new projects identified from the plan. Not all are immediate needs, but a few are and have been included in the 5 year CIP.
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Water Projects Identified by the IWRMP

NWTP Finished Water Pump Station WA1633
Zone 2 Relief Transmission Main 2 WA1638
Fire Flow Improvements Phase 1 WA1640
Santan Vista Condition Assessment WA1649
Unidirectional Flushing Program WA1651

Programmed inside of 5-year budget Deferred outside of 5-year budget

Zone 1 Relief Transmission Main 1 WA1634
Zone 1 Relief Transmission Main 2 WA1635
Site 26 Booster Station Improvements WA1636
Zone 2 Relief Transmission Main 1 WA1637
Water System Surge Evaluation WA1639
Fire Flow Improvements Phase 2 WA1641
Fire Flow Improvements Phase 3 WA1642
Fire Flow Improvements Phase 4 WA1643
Fire Flow Improvements Phase 5 WA1644
Fire Flow Improvements Phase 6 WA1645
Fire Flow Improvements Phase 7 WA1646
Fire Flow Improvements Phase 8 WA1647
Fire Flow Improvements Phase 9 WA1648

$23.7
Million Dollars

$64.5
Million Dollars

Presenter
Presentation Notes
All of the projects we identified in the MP, but with the limited funding, we had to prioritize only the most time sensitive, urgent projects. The Projects kept inside of the 5-year plan were those addressing an immediate deficiency, or those needed to utilize the full capacity of the NWTP when the expansion is complete. These are the most critical projects identified.



Budget 
Prioritization

Programmed inside of 5-year budget Deferred outside of 5-year budget

• Projects Currently Under Construction
• Replacements associated with streets projects
• Critical Projects from the IWRMP

• Addressing existing deficiencies in the system
• Needed to utilize full capacity of the NWTP

• Water rights and resiliency Projects
• Well drilling projects

• Regulatory Compliance driven projects
• Begin funding pipeline replacements

• Large water main replacement projects
• Tankersly areas
• The Islands
• Pony Lane

• Non time-sensitive projects from the IWRMP
• Projects related to optimization and upgrades of 

equipment and infrastructure

$920
Million Dollars

$428
Million Dollars
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Presenter
Presentation Notes
We make our financial plans for 5 year windows so that we can be more steady with rate changes and that we can look at longer timeframes for how to adjust operations and projects that affect the finances.
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Water Repair & Replacement Fund

No Changes Made

Presenter
Presentation Notes
No minimum fund balance for R&R fund, aside from one year’s debt repayment balance. But remember that the purpose of an R&R fund is to save up for known future needs and to pay for them without wildly affecting the rate each year. A big reason why the R&R fund is so low is that we used most of the available funds to start the NWTP reconstruction.An R&R fund with little no balance in it means that there is no financial flexibility for when infrastructure needs repair. Rebuilding a healthy balance in the R&R fund is important for us to live up to our commitment to the community that we are forward looking and operating a cost efficient utility.
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Presenter
Presentation Notes
We are providing three options for the water increases. It is important to note that all three options meet the operational needs of the water utility- providing enough revenue to continue efficient operations as well as funding the same CIP plan. The differences are in how the rates change and how the CIP is financed under each option.
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Presenter
Presentation Notes
We are providing three options for the water increases. It is important to note that all three options meet the operational needs of the water utility- providing enough revenue to continue efficient operations as well as funding the same CIP plan. The differences are in how the rates change and how the CIP is financed under each option. We will explore each of these options one by one.



Collect and pay cash for all CIP within the 5 year plan

CASH FUNDED OPTION 
FINANCIAL IMPACT

Requires an immediate rate increase of 130% No increases planned in following year

No new debt

Ongoing capacity of $6M for One-time CIP in 
Operating fund

Ongoing R&R fund capacity of $73M in FY29

The average monthly residential water bill is $34.    Under this option it increases to $78 in April.

Presenter
Presentation Notes
I’ll provide you some of the upsides and downsides we’ve identified for each option.Individual Board Members liked this option, but when they placed their view from the resident perspective, they believed the impact outweighed the benefits.



Bond $205M of CIP costs in the 5 year plan

BOND FUNDED OPTION 
FINANCIAL IMPACT

Requires an immediate rate increase of 95%

$205M new debt

$110M anticipated interest paid over 20 years

Ongoing capacity of $2M for One-time CIP in 
Operating fund

No increases planned in following year

Ongoing R&R fund capacity of $37M in FY29

Lowest overall rate increase by total percent

The average monthly residential water bill is $34.    Under this option it increases to $66 in April.

Presenter
Presentation Notes
Bonds for utilities do not go directly to a ballot. Instead they go to the Water Resources Municipal Property Corporation for approval, which is an appointed board of the Town Council, representing the voters.



Bond $80M of CIP costs within the 5 year plan

CASH/BOND GRADUAL FUNDED OPTION 
FINANCIAL IMPACT

Requires an immediate rate increase of 50%, 
Followed by 25% in one year and another 25% in 2 
years

$80M new debt

$43M anticipated interest paid over 20 years

Phased increase allows for customers to plan

Ongoing capacity of $5M for One-time CIP in 
Operating fund

Ongoing R&R fund capacity of $66M in FY29

The average monthly residential water bill is $34.    Under this option it increases to $51 in April. 
Then $64 in 2025, and $80 in 2026.

Presenter
Presentation Notes
This is the one option that does have phasing incorporated into it, but don’t forget that next year Wastewater is up for review, so there’s a potential overlap of increases that could happen then.



Options Comparison: 
PWAB Considerations

Cash Funded No new debt Builds the most 
future capacity

Biggest  
customer 

sticker shock

Ability for 
Customers to 

plan/pay

Bond 
Funded

Lowest 
overall 

increase

Less upfront 
increase

Biggest 
debt 

addition

Lowest 
capacity in 

Operating + 
R&R

Most 
interest 

paid

Cash/Bond 
Gradual 
Funded

Lowest 
upfront cost

Good future 
capacity

Smaller 
bond Adds debt

Highest 
ending rate 

increase

Presenter
Presentation Notes
We brought these options, along with even more detailed information regarding the cost pressures and the CIP projects in the water fund. They went through a decision making exercise where they weighed the advantages and disadvantages of each option from the resident perspective. These are their findings.4- Finally, they developed 5 categories to consider in the rating of each option then they ranked them in order of importance from the resident perspective. After this, they rated each option on all 5 of these categories to come to a  selected option. They were essentially tied between the cash funded option and the gradual option after rating, and then discussed the merits and viability of those two options. They wanted to consider how to provide for the needs of the community while minimizing the impact to the residents. Then they settled on a recommendation for you.
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PWAB Letter Main Ideas
• “The Public Works Advisory Board has evaluated the 5 Year Capital 

Improvement Plan for Water and found the projects contained within it to 
be of critical need for the sustained, efficient operation of water service.”

• “The cost pressures associated with the operation, maintenance and repair 
of the water system have caused the need for additional revenue to 
maintain the existing level of service for the Town.”

• “The cost impacts from landfill service and increasing maintenance costs 
for an aging Solid Waste fleet have caused the need for additional revenue 
to maintain the existing level of service.”

• The PWAB recommends:
• “That the Gilbert Town Council approve a Notice of Intent to Increase 

Rates and Fees at its November 28, 2023 Council Meeting and set a 
Public Hearing date of February 6, 2024

• That the Town Council consider the “Cash/Bond Gradual Option” for 
the Water Fund, and the SWR increase as presented”

• The Public Works Advisory Board recognizes that the selected option 
may have a significant financial impact on residents in Gilbert. As part 
of the recommendation to adopt these water and solid waste rates, 
we also recommend that the Council direct staff to research additional 
ways that the Town may be able to provide or connect residents in 
need to financial assistance or utility bill relief should they need 
assistance with absorbing the initial impact once the new rates are in 
place.



Options Comparison

Spring 2024 
Rate Increase/
Average Bill

Spring 2025
Rate Increase/
Average Bill

Spring 2026
Rate Increase/
Average Bill

Total Rate 
Increase with 
Compounding

Bond Amount Interest Paid           
on Bond

Operating 
Fund Ongoing 

Capacity 
(Starting FY29)

Annual R&R 
Project 

Capacity 
(Starting FY29)

Cash 
Funded 130% 0% 0%

130% $0 $0 $6 Million $73 Million
$78 $78 $78

Bond 
Funded 95% 0% 0%

95% $205 Million $110 Million $2 Million $37 Million
$66 $66 $66

Cash/Bond 
Gradual 50% 25% 25%

134% $80 Million $43 Million $5 million $66 Million
$51 $64 $80



Discussion/questions 
about Water options



Solid Waste 
& Recycling



Residential Services



Commercial Collections

18,116 TonsDumpstersRolloff

Presenter
Presentation Notes
Two separate funds that require rate increases.
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Increased Volume & Tipping Fees Repair and Maintenance Recycling Market Volatility

Solid Waste and Recycling
Cost Pressures
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Residential Tonnage and Fees

Presenter
Presentation Notes
10% higher tonnage than before COVIDPLUS the rat per ton has also increased by 10% in that time.This has resulted in a nearly 25% increase in total disposal costs in the last 4 years.



Repair and Maintenance

Presenter
Presentation Notes
As our fleet of trucks ages because we cannot purchase new ones, the cost to repair the older ones has nearly doubled in the last 4 years. This swallows up any available funding to purchase new vehicles, should we even be able to order them.



Parts and Supplies

Presenter
Presentation Notes
30% increase in cost of parts and supplies for vehicles in the past 4 year.
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4.88
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Total

Average Fleet Age by Fiscal Year
SW&R: ASL’s

FY20 FY21 FY22 FY23

47% of ASL’s have met life expectancy

Presenter
Presentation Notes
The fleet of Automated Side Loaders is aging quickly because replacements are few and far between, and the new trucks have risen in price by nearly 50% in the last few years. The life expectancy of an ASL is 6 years.1- This aging fleet has nearly 50% that is older than that 6 year life expectancy. Older vehicles mean more problems, more breakdowns and more service disruptions.2- This is a nearly $10M problem to replace the trucks that have already reached full life expectancy! Yet, the R&R fund of the SWR is nearly empty. Clearly an investment is needed to continue the level of service our community expects.18 trucks = $9.4M to replace$524,000 each
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SWR Residential Operating Fund

No Changes Made Recommendation Minimum Fund Balance

Presenter
Presentation Notes
We make our financial plans for 5 year windows so that we can be more steady with rate changes and that we can look at longer timeframes for how to adjust operations and projects that affect the finances.
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SWR Residential Repair & Replacement Fund 

No Changes Made Recommendation

Presenter
Presentation Notes
We make our financial plans for 5 year windows so that we can be more steady with rate changes and that we can look at longer timeframes for how to adjust operations and projects that affect the finances.
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Event/Scheduled Dropoff

Facility Dropoff

One Time Pickup

Monthly Pickup

Appointment Pickup

Solid Waste & 
Recycling 
Residential

Included Services
City HHW Bulk Method Annual Bulk Pickups

Gilbert 10

Queen Creek 12

Goodyear 12

Avondale 12

Glendale 12

Scottsdale 12

Tempe 6

Buckeye 4

Phoenix 4

Chandler 2

Peoria 2

Fountain Hills 1

Surprise 20yrds/yr

El Mirage $

Mesa $

Presenter
Presentation Notes
This chart is ranked based on level of service- with Gilbert at the top of the list.We offer a dedicated HHW facility and a routine bulk schedule that is published on an annual basis for customer predictability.Chandler and Peoria lowered their bulk frequency and Phoenix changed their HHW collections to maintain costs.With all this information in hand, let’s look at what the rate increase looks like, in the context of the high level of service our community expects.
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Solid Waste & 
Recycling 
Residential

Monthly Fees
Container Size

Current 
Rate

Proposed 
Rate Increase

90 Gallon $19.03 $27.55 $8.52

90 Gallon - Extra Cart $10.29 $14.90 $4.61

Additional Recycling Cart $5.00 $7.24 $2.24

Manure Collection $15.15 $21.94 $6.79

65 Gallon $17.49 $25.32 $7.83

300 Gallon $77.91 $112.81 $34.90

DRAFT
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Commercial Container Rates

Solid Waste & 
Recycling
Commercial

Solid Waste & Recycling – Commercial Container Rates (First Container)
Size 1x Week 2x Week 3x Week 4x Week 5x Week 6x Week 7x Week

Current
90 gallon $25.23 n/a n/a    n/a n/a n/a n/a
65 gallon $23.19 n/a n/a                   n/a n/a n/a n/a
160 gallon $55.09 $110.18 n/a       n/a n/a n/a n/a
300 gallon $85.15 $170.30 n/a       n/a n/a n/a n/a
3 yd $83.20 $166.40 $249.60 $321.44 $416.00 $499.20 $582.40
4 yd $87.84 $175.68 $263.52 $351.37 $439.21 $527.05 $614.89
6 yd $97.12 $194.24 $291.36 $388.49 $485.61 $582.73 $679.85
8 yd $106.40 $212.81 $319.21 $425.61 $532.02 $638.42 $744.82

Proposed
90 gallon $30.59 n/a n/a    n/a n/a n/a n/a
65 gallon $28.11 n/a n/a                   n/a n/a n/a n/a
160 gallon $66.79 $133.57 n/a       n/a n/a n/a n/a
300 gallon TBD TBD n/a       n/a n/a n/a n/a
3 yd $100.86 $201.73 $302.59 $389.69 $504.32 $605.19 $706.05
4 yd $106.49 $212.98 $319.47 $425.97 $532.46 $638.95 $745.44
6 yd $117.74 $235.48 $353.22 $470.97 $588.71 $706.45 $824.20
8 yd $128.99 $257.99 $386.98 $515.98 $644.98 $773.97 $902.96

~25% average increase

DRAFT

Presenter
Presentation Notes
There’s a super complicated level of service for the commercial customers, but they amount to an average 25% across the board increase.
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Roll Off Rates

Solid Waste & 
Recycling
Commercial

Commercial Roll Off Rates
Service Rates Proposed Rates

Roll Off Delivery $50.00 $61.09
Roll Off Haul $218.33 $266.77

Compactor Haul $218.33 $266.77
Manure Collection 3 CY $98.95 $120.72
Manure Collection 4 CY $112.87 $137.70

Cardboard Collection $35.00 $42.70
Disposal (per ton) $31.50 $32.81

DRAFT

~22% average increase
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Discussion/Questions about 
Solid Waste & Recycling

Presenter
Presentation Notes
We will move on to the next steps in this process, including our plans for community outreach.



March 2, 2023: Council briefing at Financial Retreat

October 16 & 30: Rate presentations/discussions with PWAB – Develop Council Recommendation

November 6: Presentation of options and recommendation to Town Council at Council Retreat

November 28: Notice of Intent at Council Meeting & Publish Final Rate Study

December: Utility bill notifications to Residents & Businesses

January: Customer Open House In-Person & Livestreamed

February 6, 2024: Council Consideration of Rates

April 1, 2024: Rates effective

Rate Process Steps

Presenter
Presentation Notes
Statutorily required timelines of NOI, Public hearing, rate study to support the need.



Rate Process Steps

Presenter
Presentation Notes
We know that since this will be a higher than usual impact to customers, we will want to be sure to notify them of the needs and the timing of this process. We typically utilize our Digital outreach because of its low cost and high reach, but we’ve hear from the PWAB that some more traditional outreach might be good to do as well. The digital side of this outreach is expected to cost in the neighborhood of $1,000. The traditional side is around $65,000.



Next Steps:
NOI: November 28

Which Water Option does Council 
prefer to have presented?
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