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FINANCING THE
CAPITAL IMPROVEMENT PLAN

AND PSPRS UNFUNDED LIABILITY
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Expenditure Limitation & the Town’s Financial Plan
The Arizona Constitution prescribes an
Annual Expenditure Limitation (“AEL”)

PV voters approved an increase to the AEL
to assist paying the Public Safety Personnel
Retirement System (“PSPRS”) unfunded
liability
Expenditures are either “subject to” or
“exempt from” the AEL

Expenditures that are “exempt from” the
AEL include federal grants, investment
earnings, contributions and donations
from private organizations, and

the use of bond proceeds and the
repayment of bonded debt.

The 2020 Budget and 2019 audit identify
adequate revenues and cash for the Town to:
 Pay the entire PSPRS Unfunded Liability;
 Fund the Capital Improvement Plan;
 Continue status quo Town operations; and
 Maintain sufficient reserves per the

Town’s policy.

But there is not adequate Annual
Expenditure Limitation capacity to do so.

Another concern with the Town’s AEL is the
timing of developer reimbursements for
Capital Expenditures.



3

Capital Improvement Plan & PSPRS Unfunded Liability
The Town’s total CIP is over $17 million and
“subject to the AEL” with certain
reimbursed projects qualifying as “exempt
from” the AEL.

By development agreement, the Town
fronts cash for the 5‐star related projects
and developer reimburses

Timing of or not receiving the
reimbursements could put the Town at risk
of exceeding its expenditure limitation

Paying the PSPRS unfunded liability has
been a PV Council priority.

PV voters approved an increase to the
Town’s expenditure limitation; eff FY2018.

$5,000,000 in FY2017; $1,000,000 in
FY2018; $9,000,000 in FY2019; and
$3,000,000 in July, the first week of FY2020
for a total of $18,000,000.

Based on PSPRS 2018 actuarial and
payments made in FY2019 and FY2020, the
Unfunded Liability balance is at least
$5,800,000 and expected to increase as
PSPRS realigns pension expectations.



By issuing excise tax obligations certain CIP
projects can shift from being “subject to
the AEL” to being “Exempt from the AEL”

This opens AEL capacity to offset increases 
in construction costs, honor contractual 
development obligations, secure the PSPRS 
pension and trades the PSPRS unfunded 
liability 7.3% rate for a bonded debt rate of 
2% (estimated).

Example shifts $5,420,000;
Expands AEL capacity
Increases PSPRS payments
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Impacts of Excise Tax Debt Obligations
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CIP Projects (for information only)
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Budget Amendments
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Budget Amendments
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SB1280 – Pensions, Unfunded Liability, Expenditure Limit

Proposed: to categorize payments of the
PSPRS Unfunded Liability as long‐term debt
for the purposes of the Annual Expenditure
Limitation (“AEL”) reporting.

This would exclude PSPRS Unfunded Liability
payments from the AEL with all other long‐
term debt.

This impacts municipalities that have the
revenue and cash to pay the PSPRS
unfunded liability; but lack AEL capacity and
are not seeking an increase to the AEL.

Considerations for the Financial Plan:
Likelihood to pass and effective date.

Impacts on excise tax obligations for CIP is
relevant (further analysis will be provided):
 After paying additional $3MM to PSPRS

unfunded liability in FY2019, FY2021 had
planned for a $2.8MM balance (SB1280
excludes); however

 Construction costs are increasing;
 FY2020 CIP project costs are carrying

into FY2021 more than expected;
 Unused AEL designated to CIP does not

carry over; and
 Timing of payments and costs of one vs.

two obligation issuances.
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Stifle
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