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Management Services - Memo No. 24-021

Date: August 22, 2024
To: Mayor and Council
Thru: Joshua H. Wright, City Manager

Dawn Lang, Deputy City Manager / CFO D[ L
From: Matt Dunbar, Budget & Policy Director M
Subject: 2024 Comparative Cost of Services Report Prepared by the City of Tempe

Attached please find the City of Tempe's 2024 Comparative Cost of Services Report. This
annual report analyzes the estimated annual taxes and fees paid by the average residential
household for eight cities and towns in the Phoenix area, including Chandler. The report is
compiled as of July 2024 using the property tax rates, sales tax rates, and utility rates for solid
waste, water and wastewater in effect at that point in time. This Cost of Services report is
also available at https://www.chandleraz.gov/government/departments/management-
services/budget-division/compare-cost-of-services.

The study is useful in comparing the average costs a resident would pay in each community,
but consideration should be made to the differences in each community that these costs
represent. Many factors affect rates and fees, such as the growth a city is experiencing, age
of infrastructure, capital needs, value of commercial and residential properties, geography,
demographics, and socio-economics.

Overall, the report shows Chandler has the lowest total annual cost for services at $1,866.
For comparison, the highest annual cost of service is $3,051, while the average across all
eight municipalities is $2,513.

Should you have any questions regarding this information, please contact me at x2256.

Attachment: City of Tempe 2024 Comparative Cost of Services Report

C Tadd Wille, Assistant City Manager
Andy Bass, Deputy City Manager


https://www.chandleraz.gov/government/departments/management-services/budget-division/compare-cost-of-services
https://www.chandleraz.gov/government/departments/management-services/budget-division/compare-cost-of-services

MEMORANDUM I

TO: Mayor and Council I
FROM: Carrie Taylor, Municipal Budget & Financial Analyst "
THROUGH: Ben Beutler, Municipal Budget Director

DATE: July 17, 2024

SUBJECT: 2024 Comparative Cost of Services Report

Each year the Municipal Budget Office performs an analysis of the estimated annual amounts paid by the typical
residential Tempe household for direct services provided by the City of Tempe as well as the estimated total annual
amount paid in City of Tempe property and transaction privilege (sales) taxes. These amounts are then compared
to the estimated annual amounts paid by the same typical residential household in seven comparison cities in the
Phoenix metropolitan area.

For purposes of this comparison, we utilized the property tax, sales tax, and utility service rates as of July 2024. The
analysis assumed the same household consumption amounts for all cities for both water and wastewater services.
However, for property tax purposes, we utilized the median single-family home value in each respective city in the
analysis. The sales tax amounts are based on the Phoenix metropolitan area median household income. As such,
this analysis is intended to reflect what the typical residential household would pay for each of the services or pay in
taxes in their respective city.

Overview

Average annual household cost for property tax,
sales tax, water, wastewater, and solid waste
services
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Solid Waste

The annual amount for single family

Estimated Annual Amount

residential solid waste services s
estimated at $382 for the City of Tempe. $500 $431
The amounts noted are based on a <400 $382  $389
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Water and Wastewater

The annual total amount for water and wastewater services for a single-family residential customer in the City of
Tempe is estimated at $872. The annual water charge is based on a typical single family residential monthly water

consumption of 10,000 gallons, consistent with the most recent water rate study.

It is assumed that this water

consumption amount is applicable to the other cities in the comparison. As such, this consumption amount was
applied to each respective city’s water rates as of July 2024 to derive the annual water costs.

The billable gallons of wastewater are
derived from a typical residential
three-month winter average water

Estimated Annual Amount

consumption of 10,000 gallons M Water  LiWastewater $1,375

(January — March billing statements), »1,400 51,291

and then multiplied by a rate of return. $1,200 $1,065 $1,108 $1,124

For example, Tempe’s rate of return is 41000 $935 2D

70%. When multiplied by 10,000 ' $872 “EoE $720
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consumption is applicable to the other $400 i $715 $840

cities. As such, this consumption was || |s$s6a $552 $622 $612 $571
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City Sales Tax

The annual amount that the typical

Tempe residential household will pay in City of Tempe sales tax is estimated to be $782 for 2024.

For this analysis, we utilized the Phoenix metropolitan area median household income of $75,969 per the U.S.
Census Bureau, American Community Survey. As median incomes can vary between the cities, the Phoenix
metropolitan area median household income was utilized so that a direct comparison could be made between cities.
The portion of this income that was spent on taxable purchases is estimated at 57% ($43,460), as noted in the latest
Consumer Expenditure Survey published by the U.S. Bureau of Labor Statistics (September 2023). We assumed
that the portion of the median income spent on taxable purchases was spent within the household’s city of residence
and applied to each city’s applicable sales tax rate.
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Please note that many of the comparison

cities in the analysis utilize different tax Estimated Annual Amount $1,226
rates for various taxable activities. For $1,200
example, the City of Glendale has an $1,000 - sgg2 921
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City Property Taxes
The annual estimated City of Tempe
property tax amount is $469. The Estimated Annual Amount $469
$500
property tax amounts shown are based
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The 2024 median single family LPV for
each city, per the Maricopa County Assessor, is as follows:
Glendale $138,504 Peoria $216,805
Phoenix $141,191 Chandler $235,863
Mesa $177,566 Gilbert $253,001
Tempe $193,187 Scottsdale $391,864

It should be noted that the City of Mesa and the Town of Gilbert only levy a Secondary Property Tax.
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