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OFFICE OF THE CITY CLERK

AUDIT, FINANCE & ENTERPRISE COMMITTEE

December 3, 2012

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 December 3, 2012 at 3:30 p.m.

COMMITTEE PRESENT COMMITTEE ABSENT STAFF PRESENT
Alex Finter, Chairman None Alex Deshuk
Dina Higgins Debbie Spinner

Scott Somers
Christopher Brady, Ex Officio

1. Items from citizens present.

There were no items from citizens present.

2-a. Hear a presentation, discuss and make a recommendation on the proposed Special Event Code
and proposed changes to the Schedule of Fees and Charges.

Licensing and Revenue Collections Administrator Tim Meyer displayed a PowerPoint
presentation (See Attachment 1) and discussed the proposed changes to the Special Event
Code. He indicated that the Licensing Division will be responsible for the administrative duties
related to the Special Event Code. He briefly outlined some of the other proposed changes to
the Special Event Code as follows:

Develop and publish application submittal requirements

Develop an expedited application process and fee for special circumstances

Develop a detailed list of reasons for denial of an application

Define which officials may revoke a license based on a violation

Outline the appeal process which includes a hearing with the Licensing Administrator
Require a vendor list to ensure that the vendors are properly licensed

Set up multi-repeating events with reduced fees

Responding to a series of questions from Committeemember Somers, Mr. Meyer explained that
staff will determine the classification criteria for small, medium and large events. He described a
small event as something that could be set up in a parking lot consisting of a couple of tables
with a canopy that did not require street closures or open flames. He noted that if the property is
used for something other than what it was zoned for, a Special Event License is required.
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Mr. Meyer clarified that a neighborhood event utilizing a few barricades would be considered a
small event. He noted, however, that neighborhood events with food vendors are required to
have a Fire or Transportation Department inspection and are, therefore, classified as medium
events. He added that the more City departments are involved in the licensing process, the
larger the classification of the event.

Committeemember Somers requested that staff research the number of small and medium
neighborhood, commercial and non-profit events held each year, as well as the charges for the
events and the amount of revenue generated. He stated that the City has tried to encourage
neighborhood activities and events, and for this reason, the proposed fee structure for
neighborhood events may need to be reconsidered.

In response to a question from Committeewoman Higgins, Mr. Meyer explained that an event
license is required for events occurring in residential neighborhoods regardless of whether or
not vendors charge for their services. He said that inspections are required when electrical
cords or open flames are involved on public streets. He added that a seemingly small event can
require the same amount of time to process as a commercial event. Mr. Meyer added that if the
land is used for anything other than what it is zoned for, a Special Event License is required to
provide temporary exclusion from the zoning code.

City Attorney Debbie Spinner concurred with Mr. Meyer’'s statements and pointed out that if
streets are to be closed, a Special Event License is required.

Committeemember Somers said that there would be value in waiving the fee since family events
build strong neighborhood bonds within a community. He suggested that staff explore different
fee options that separate residential and commercial Special Event License fees.

Chairman Finter commented that the Committee wants to enable the citizens of Mesa to hold
neighborhood events and gatherings with minimal charges. He referred to the first paragraph of
the proposed ordinance which reads as follows:

“WHEREAS, the Mesa City Council acknowledges that special events enhance the
lifestyle of the citizens of the City of Mesa by creating unique venues for expression,
entertainment, and business that may not otherwise be provided within the framework of
the Mesa City Code.”

Chairman Finter remarked that a Special Event License has never been obtained for the Getting
Arizona Involved in Neighborhoods (G.A.l.N.) events and noted that hundreds of such events
have been held over the years.

Committeemember Somers pointed out that Section 5-1-10 of the ordinance indicates that
violating the ordinance is punishable by imprisonment or jail. He inquired as to whether this type
of terminology is necessary, as it does not sound very “family friendly.”

Chairman Finter concurred with the comments made by Committeemember Somers and said
that the terminology seemed to be “heavy-handed.” He stated that the City wants to encourage
more neighborhood events and noted that by placing the licensing of neighborhood events
under the direction of the most bureaucratic department in the City (Tax and Licensing) is
misleading.
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2-b.

Mr. Meyer responded that staff will change the wording of the ordinance and adjust the fee
structure. He stated that the licensing process will remain the same and fees will be set at the
direction of Council.

Mr. Meyer further reported that in FY 2010, 150 special events were held throughout the City
with a total of $25,665 in fees collected. He added that in FY 2011/2012, 219 events were held
and a total of $31,000 in fees and charges were collected.

Responding to a question from Committeemember Somers, Mr. Meyer estimated that 70% of
the Special Events Licenses issued are for small and medium neighborhood events. He said
that many of these events are hosted by churches, car dealerships and restaurants holding one-
day events in their parking lots.

Chairman Finter inquired as to whether the City could absorb the licensing fees for small
neighborhood events in order to promote more neighborhood activities.

Discussion ensued regarding the Council's desire to support neighborhood events that help to
“Build a Better Mesa”; and the development of a different fee structure for profit and non-profit
events.

City Manager Christopher Brady explained that the Multi-Repeating Event Fee, which is a one-
time fee that covers the entire year, will benefit reoccurring events in downtown Mesa (i.e., 2™
Friday Night Out). He indicated that the City would not be significantly impacted if the residential
licensing fee for small events was eliminated.

Further discussion ensued relative to whether the penalty for violating the Special Event Code
should be a civil or misdemeanor offense.

In response to a question from Chairman Finter, Mr. Meyer explained that the City has not
encountered any problems with individuals who violate the conditions of the Special Event
Code. He noted, however, that there are people who hold activities without knowing that they
need to obtain a license.

Mr. Brady commented that the Special Event Code provides the City with a tool to use when
complaints are received. He remarked that ensuring that the events are safe is more important
than collecting licensing fees.

Mr. Meyer stated that staff would rewrite the Special Event ordinance and bring it back to the
Committee at a future date.

Chairman Finter thanked staff for their efforts.

Hear a presentation and discuss the Material and Supply Surplus Sale Processes.

Director of Business Services Ed Quedens introduced Mail Print & Graphics Services
Administrator Doug Fugate who was prepared to address the Committee.
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Mr. Fugate displayed a PowerPoint presentation (See Attachment 2) and provided a brief
overview of the Surplus Program, which is governed by Management Policy 205. He reported
that the objective of the Surplus Program is to effectively collect, redistribute and dispose of
unneeded surplus property generated by various City departments. He stated that surplus items
include police confiscated items such as bikes and car stereos, jewelry, office furniture,
computers, television, exercise equipment, and miscellaneous items.

Mr. Fugate highlighted the methods of disposal available to the City as follows:

Online auctions
Surplus Store
Reuse
Recycling
Onsite auctions
Consignment

Mr. Fugate, in addition, described how some of the City’s surplus fire hydrants were purchased
by Firehouse Subs at a public auction. He said that other items in surplus have been reused as
props in Police Department sting operations.

Mr. Quedens commented that depending on what the surplus item is, there are different tools or
methods that can be used to dispose of items.

Mr. Fugate displayed a program timeline and provided brief background information regarding
the different methods of surplus disposal. He noted that weekly yard sales were discontinued in
2007 when the Surplus Store was opened. He added that in FY 2012, surplus sales totaled
$200,824.94 and reused items totaled $7,242. (See Pages 6 and 7 of Attachment 2)

In response to a question from Committeemember Somers, Mr. Fugate explained that the actual
expenses associated with the operation of the Surplus Store total $77,000. He said that
employee salaries constitute the majority of the cost to operate the store. He noted that facility
costs for the Surplus Store have not been tracked and said that in the future staff will develop an
actual business plan to track the costs of the Surplus Store facility.

Mr. Fugate stated that this year the Surplus store showed a profit of approximately $100,000.

Mr. Brady pointed out that each item that comes through Surplus has to be processed, whether
it sits in a warehouse or is sent to the landfill. He indicated that there are legal requirements that
must be met in order to dispose of items and that staff must follow the process outlined in the
Management Policy.

Mr. Brady reported that each year more and more costs have been recovered through the
Surplus Store and said it has been determined to be the most cost-effective way to dispose of
items. He added that the Surplus Store has eliminated the need for the City to pay someone
else to dispose of items and has become somewhat of a service to the community.

In response to a question from Chairman Finter, Mr. Brady clarified that the Surplus Store is not
just for surplus items, but also a warehouse where items are stored and inventoried. He said
that an analysis is conducted each year to determine the value of the items stored and how long
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these items sit on the shelf. He noted that some items may sit on the shelf a long time, but when
a department needs them, they are available.

Mr. Quedens advised that transformers are the largest dollar item stored in the warehouse and
can take up to nine months to acquire. He said that disposables used by City employees on a
daily basis, such as shovels and safety glasses, are also kept in the warehouse.

Responding to a question from Committeewoman Higgins, Mr. Brady explained that items that
have been ordered, as well as items that are no longer being used are stored in the warehouse.
He indicated that State law requires the City to account for items placed in surplus. He added
that Surplus sales save the City the cost of transporting items elsewhere.

Mr. Quedens discussed the substantial increase in surplus sales over the last ten years. He said
that the Surplus Store, Public Surplus and eBay are all tools that can be used to dispose of
surplus items.

Mr. Fugate reported that as of November 2012, the total Surplus Store sales were
approximately $100,000. He briefly highlighted some of the steps used to sell surplus item as
follows:

Items are entered into the online Surplus Store inventory system

Staff determines a fair market value

Price is undercut for a quick sale

Staff will contact local dealers to help determine prices on specialty items (i.e. jewelry,
collectables)

Mr. Fugate reviewed the benefits of the City of Mesa’'s Surplus program as follows:

Staff controls the price of the items being sold

Citizens have the opportunity to purchase items in a store location
Negotiate sales to other government entities (i.e. Mesa Public Schools, etc.)
Pay City sales tax

Items are available for reuse by the other City departments

Responding to a question from Committeewoman Higgins, Mr. Fugate explained that two full-
time employees work in the Surplus Store and three full-time employees work in the warehouse.
He said that staff from the warehouse can be pulled to assist in the store as needed.

Mr. Brady stated that in the past each department maintained its own surplus inventory. He
added that consolidating the inventory into one location is more efficient. He added that staff will
continue to look for ways to manage some of the unique items acquired, such as fire apparatus
and garbage trucks.

Chairman Finter said that if his fellow Committeemembers agreed, he would like the individuals
who were present from Public Surplus to explain the type of service they offer. He noted that
fleet surplus is handled differently from other surplus items.
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City Attorney Debbie Spinner clarified that the individuals from Public Surplus could discuss an
item on the agenda or speak under items from citizens present. She said that if they chose to
speak under items from citizens present the members of the Committee would not be able to
respond to their comments.

Chairperson Finter stated that he wanted to discuss fleet vehicles at this meeting, but for some
reason it was not placed on the agenda. He indicated that surplus sale processes was placed
on the agenda so that the Committee could hear a presentation regarding a different delivery
model used by one of the City’s partners. He added that he would like the City to consider the
possibility of using this system to handle the City’s surplus fleet vehicles.

Manager of Technology and Innovation Alex Deshuk noted that Public Surplus is a service that
the City currently subscribes to.

In response to a question from Ms. Spinner, Mr. Quedens clarified that surplus vehicle sales are
different from material and supply sales.

Chairman Finter stated that certain private companies dispose of some of their used equipment,
especially vehicles, in a different manner. He noted that this is an area that has been the topic
of discussions over the past month.

Mr. Quedens responded that fleet vehicles are covered under the same Management Policy,
however, they are not disposed of through the material and supply warehouse. He added that
the total surplus sales previously noted did not include vehicles.

Ms. Spinner explained that if the information to be presented does not fall within this agenda
item it cannot be discussed. She added that the speakers cannot discuss vehicles sales,
however, they can speak under items from citizens present.

Jacob Holdaway, a representative of Public Surplus, addressed the Committee and said that his
company is the largest government auctioneer in the country. He accessed his company’'s
website and illustrated some of the different items that are sold at public auction. He described
the auction process and said that anything that is government-owned is considered public
surplus.

Mr. Holdaway responded to a series of questions from the Committeemembers and his
comments included, but were not limited to, the following:

e 9 out of 10 of the nation’s largest cities use Public Surplus

e Most agencies use a staging facility or warehouse

e New technology “uShip” buyer is responsible for shipping costs and selects the shipping
company

e Ebay costs the City money; Public Surplus is free

¢ Only government agencies can list items for sale on the Public Surplus website

e Authorized employees have access to the website and can obtain detailed audit records
of all activity
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Responding to a question from Chairman Finter, Ms. Spinner clarified that Committeemembers
can ask questions that fall within the general category of this agenda item.

In response to a question from Chairman Finter, Mr. Holdaway explained that most agencies
utilize Public Surplus to sell their fleet vehicles. He said that the City of Phoenix experienced a
223% increase in sales when they began utilizing Public Surplus as a means of selling its fleet
vehicles. He stated that with today's technology people no longer need to go to a specific
location on a certain date and time in order to participate in a public auction.

Chairman Finter commented that auctions have evolved and the City of Mesa may not be as
“cutting edge” as other cities in the Valley. He suggested that staff look into a pilot program and
other online auction opportunities.

Mr. Holdaway pointed out that more people are using mobile devices, such as Smartphones or
iPads, for Google searches rather than sitting down at a desktop computer.

Responding to a question from Committeemember Somers, Mr. Quedens explained that the
City has an Ebay store on the Ebay Marketplace that is used to list items that will be sold at
public auction. He noted that the City does not utilize a bidding process.

Chairman Finter remarked that the City may want to consider moving away from the traditional
types of auctions and explore a more advanced method for disposing of surplus items.

Committeemember Somers stated that he would be interested in finding out what Public Surplus
can do for the City and how it can help reduce costs and generate revenue.

Mr. Holdaway indicated that the purpose of today’s presentation is to educate the City on the
technology shift. He said that the younger generation generally does not go to a specific location
for a surplus sale and that for this reason, it will be necessary for the City to start utilizing the
Internet at some point in the future.

In response to a question from Committeemember Somers, Mr. Quedens clarified that a
Request for Proposals (RFP) has not been issued, since online auction sales do not meet the
threshold for the formal RFP process. He said that once the 7% fee is collected on sales totaling
$25,000 or more, the benchmark requirement for an RFP would be met. He stated that the City
currently does not have a contract with Public Surplus and has only begun to utilize its services.

Mr. Quedens further commented that staff is currently working on obtaining a contract for
services with Public Surplus. He noted that Public Surplus is a changing market, which requires
the use of different tools in order to move various items.

Chairman Finter thanked Mr. Holdaway for the overview and noted that staff will continue to
explore ways in which the City can take advantage of these innovative approaches.
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2-C.

Hear a presentation, discuss and provide direction on the following audits:

1. Procurement Card Program — Follow-up Review

City Auditor Jennifer Ruttman advised that the purpose of the Procurement Card Program
follow-up review was to determine whether the Purchasing Division of the Business Services
Department effectively implemented the Action Plans presented in the May 2011 audit. She
reported that all of the Corrective Action Plans have been implemented and no further reviews
are necessary at this time. She added that the staff responsible for monitoring the Procurement
Card Program are to be commended on their efforts. (See Attachment 3)

2. Southwest Ambulance Contract — 2nd Follow-up Review

Ms. Ruttman stated that a follow-up review to the December 2010 Southwest Ambulance
Contract audit was conducted to determine whether the Mesa Fire and Medical Department
(MFMD) effectively implemented the Corrective Actions. She reported that a new regional
contract has been executed and performance measures are now in place. She added that
MFMD has made some significant progress in the restructuring and administering of contracts
and, therefore, no further reviews will be necessary. (See Attachment 4)

Responding to a question from Committeemember Somers, Ms. Ruttman clarified that the
provider performance survey has been modified. She pointed out that customers may not be
able to distinguish between Southwest Ambulance Responders and MFMD First Responders,
which could result in survey inaccuracies. She indicated that MFMD First Responders will be
surveyed annually regarding the performance of Southwest Ambulance.

Management Performance & Accountability Advisor Il Jason Taylor addressed the Committee
and said that the patient survey has not been completely eliminated. He indicated that the first
step will be to find a way for patients to distinguish between a Southwest Ambulance provider
and a MFMD provider. He advised that staff will work with Southwest Ambulance to determine
what type of survey will provide the most value.

Fire Chief Dan Stubbs reported that Mr. Taylor has made significant improvements to the
monitoring and tracking of information received from Southwest Ambulance.

Chairman Finter thanked staff for their efforts.
3. Wildland Task Force

Ms. Ruttman advised that an audit of the Wildland Reimbursement Process was conducted
(See Attachment 5) to ensure that the City receives all available reimbursements from the
State for services and equipment provided by the MFMD Wildland Response Team. She noted
that the recommended improvements to the reimbursement process are as follows:

o Develop Standard Operating Procedures for tracking Wildland Response Team
expenses and requests for reimbursement

e Develop a policy that defines the terms and conditions under which a rest period will be
permitted upon return from a Wildland deployment
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Responding to a question from Chairman Finter, Chief Stubbs explained that staff has
determined that the firefighter rest periods are reimbursable. He said that a policy has been
developed and will be submitted to the Arizona State Forester to ensure that the MFMD
receives reimbursements for rest periods in the future.

Chairman Finter thanked staff for their efforts.
4. Code Enforcement Program

Ms. Ruttman advised that an audit of the Code Enforcement Program was conducted (See
Attachment 6) to verify that the program is operating in compliance with the Community
Development Block Grant (CDBG) funding requirements and also to ensure that adequate
controls are in place. She briefly reviewed some of the recommended improvements as follows:

e Update and expand the checklist used by staff to ensure that only eligible expenses are
included on the summary worksheet submitted for CDBG reimbursements
Verify that all required supporting documentation is included prior to submission

e Ensure that controls are in place and limit risks to the City of Mesa

Deputy Director of Development and Sustainability Laura Hyneman addressed the Committee
and discussed some of the changes that have been made to make the program manageable.
She said that currently, four Code Enforcement Officers have been assigned to work exclusively
in CDBG areas. She noted that a new report has been developed that will track and ensure that
the cases these individuals work on are located within a CDBG area.

In response to a question from Committeemember Somers, Ms. Hyneman explained that the
City currently has four Code Enforcement Officers assigned to work within the CDBG areas.
She stated that there are three Code Enforcement Officers that cover the remaining 82% of the
City that is not located within a CDBG area. Ms. Hyneman reported that it currently takes six to
nine business days for staff to respond to a complaint outside of a CDBG area and three days
within a CDBG area. She added that there is only one Code Enforcement Officer assigned to
cover the entire area east of Power Road.

Chairman Finter thanked staff for their efforts.

Adjournment.

Without objection, the Audit, Finance & Enterprise Committee meeting adjourned at 5:00 p.m.

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 3™ day of
December, 2012. | further certify that the meeting was duly called and held and that a quorum was
present.

bdw

DEEANN MICKELSEN, INTERIM CITY CLERK

(Attachments — 6)
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53-8z Special Event Code

 Major Changes

Responsible Party

Application Submittal Timeframe Requirement
Expedited Process

Denial Reasons

Who May Revoke a License

Appeal Process

Vendor List Requirement

Multi Repeating Event
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* Proposed the Scale of Events and Associated Effort
to Complete the Licensing Process

— Small Event
— Medium Event

— Large Event
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e Discuss Multi-Repeating Events

— Define

— Applies to Downtown Events and City-Wide Events
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Current Fees
— $100 Per Day/$300 Maximum Per Event

 Proposed Fees

— Small Event S 50
— Medium Event $150
— Large Event $300
— Expedited Fee 50% of Event Fee

Multi Repeating Event-Event Fee X Number of Events X 50%
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Questions?
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What is surplus- “commodities no longer
needed by the current owner but designated for
disposal outside the governmental organization
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Surplus Property Program is:

e to efficiently collect, process,
redistribute, and dispose of
unneeded surplus property
generated by the City and its

Departments.

e governed by Management Policy 205
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Some of these items include:

Police confiscated items such as _o__Amm and car
stereos

office furniture
office equipment A -

computers
televisions

exercise equipment
furniture
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Available Methods of U_vamm_

 Online Auctions
e Surplus Store

* Reuse

e Recycling

* Onsite Auctions

e Consighment
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History:

Auctions

2002- eBay

2005- Yard Sale

2007- eBay expanded/
weekly Yard Sale

2007- Surplus Store

2011- Public Surplus
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FY2012:
$83,195.28

5117

,629.66

$200

,824.94

57,243

Online Sales
Store Sales
Total Sales

Reuse
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Resale Pricing:

e All Items are entered into the online Surplus
Store Inventory System

e [tems are compared to like items either new
or used online

e Specialty items: local dealers are sometimes
called on for help with Jewelry and
collectables
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Benefits of City of Mesa’s Surplus
Program:
* \We control price point being sold

e Citizens have opportunity to purchase items in
store location

 Negotiated sales to other government entities
e Pay City Sales taxes

* [tems being sold are available for reuse by City
of Mesa
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