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March 26th, 2020

FINANCIAL PLAN
FY 2020/21

Last meeting on March 13th,
the Mayor & Council took
action to mitigate an external
risk to the Town’s strong
financial progress and AEL.

Now on March 26th, the Mayor
& Council are being called
upon to begin mitigating
another external risk to the
Town’s financial health.
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I. Foresight
Guided by the long‐standing traditions of
Paradise Valley’s solid fiscal policy and
prudent budgeting lead by the Mayor,
Town Council and Management, the Town
has saved and set‐aside sufficient
resources for fiscal emergencies to
maintain Town services.

Per Town Policy a specified reserve is
maintained. “The reserve is to be used for
unforeseen emergencies, such as a
significant loss of revenue or catastrophic
impacts on the Town.”

FY2020 budget reserve = $29.4M; which is
118% of the operating budget.

FY2019 escalated paying PSPRS unfunded
liability; offset with lower expenditures =
increase reserve to $29.9M (120% or 15
months).

Goal continue by pull back on last 3 months
of FY2020 and conserve as much as possible
in FY2021 to slow the use of reserves until
revenues rebound.
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II. Tourism Related Revenue
Local tourism revenues are received by
the Town two months in arrears.

The biggest months for Tourism activity
revenues are February, March and April
are not known by the Town until May
and June, respectively.

The bar graph shows Retail and
Hospitality Transaction Privilege Tax
(“TPT”) collections by month, in
millions.

Preliminary data shows activity over $1M for 
January and similar is anticipated for February.
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BASED ON DATA AT FEBRUARY 14th, 2020: 
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II. Tourism Related Revenue
From July 2019 through February 2020,
the Town’s had experienced elevated
tourism and was on‐track to exceed its
minimum revenue goal for the current
fiscal year ending June 30, 2020.

To meet the minimum revenue goal
(“Budget”), the Town could sustain a
25% drop in tourism the rest of the fiscal
year. The graph shows the accumulated
Retail and Hospitality TPT collected by
fiscal year, in millions.

BASED ON DATA AT FEBRUARY 14th, 2020:
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However, the recent drop in tourism is much
deeper. As a result, the Town will fall short of
its minimum revenue goal.
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II. Tourism Related Revenue
In March 2020, the Town experienced
sharp revenue drops that were abrupt,
extremely deep and with the duration
for rebound & recovery still uncertain.

Last fiscal year, the Town collected
$5,363,315 in all revenues directly tied
to local tourism from the months of
March 2019 to June 2019.

This accounts for approximately 17% of
the Town’s General Fund (“Operating”)
Revenue. Collections for these critical months are

expected to be minimal this fiscal year 2020.

BASED ON DATA AT MARCH 10th, 2020: 
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III. Operating Costs, Capital and Other Priorities
Town Management and all Departments
are identifying various mitigating options
to address this and other subsequent
shortfalls over the long‐term and will
discuss specifics with the Mayor and
Council next few Council meetings.

The goal: To slow the use of the Town’s
emergency reserve over the next 15
months, or more, until the Town’s revenue
stream rebounds that is flexible, adaptable
and customer focused.

Not uncommon pre‐budget process, below
are some considerations to prioritize (in millions):

This list is not all inclusive of all priorities, 
but can not all be done with only the 

reserves.  Some will need to be deferred.
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IV. Service Levels and Operational Contingencies
In February, Department’s diligently
compiled their budget requests. These
were based on the anticipated service
levels and frugal as usual.

Management does anticipate some drops
in service levels and others to remain the
same or increase.

It is recommended to budget Town
Departments at full force, but with a
layered approach with strategic stop gaps
and contingencies.

To have a more fluid transition as specific
service levels return, various workload
indicators are being identified.

The request for specific contingency budget
authority to be released is triggered when a
distinctive work load indicator is met and its
supporting funding stream is available.

Further information will be provided with
the Department’s budgets.

Revenues from FY2018/19 are considered
the benchmark year.
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V. General and Other Revenues
FY2019 are actual and audited revenues as
reported for the full‐year on the modified
accrual basis (when revenue is earned)

FY2020 is actual collected to‐date on the
cash basis (as received). As some revenues
are received 2‐months after the reporting
date accruals are made at year end.

Like previous budget processes, projections
and analysis for FY2020 will be provided
with the Recommended Budget for FY2021.

The follow charts are directly downloaded
from the Town’s general ledger system and
are unedited.

Amounts are “actual received”, not the
budgeted amount. As of the end of
February 2020, there were no concerns of
any major revenue sources not meeting
their budgeted amounts by year end.

For example, interest earnings had an
exceptional year in FY2019. That was not
budgeted to continue for FY2020. Though
lower, FY2020 was on‐target to meet
budget through February 2020.
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V. General and Other Revenues from FY2018/19
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V. General and Other Revenues from FY2018/19
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VI. Six Point Plan
This plan is being designed to provide
flexibility and adaptability to mitigating
risk, validating priorities and maintaining
fiscal resiliency in the spirit and values of
the Town of Paradise Valley, Arizona.

A series of layered priorities can provide
fluid transitions to adjusting service levels
with shifting demands for the residents
and customers of Paradise Valley.

Specific details are in development and will
be feasibility tested before presented for
Council action.

1) Policies and priorities: assess and 
modify or temporarily suspend as 
appropriate.

2) Resetting assigned (set‐asides) 
3) Department, Program and Capital 

budgets using a Tier approach for 
prioritizing

4) Recalibrate costs and sources
5) Align staffing: duties, workload, service 

level and demands
6) General cash reserves



VI(1) Policies and Priorities
Assess policies and priorities and modify or 
temporarily suspend as appropriate

Examples
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VI(1) Policies and Priorities
Assess policies and priorities and modify 
or temporarily suspend as appropriate

Resolution 2019‐21:  Intent to reimburse 
CIP with Bond Proceeds retro Sept. 21st

Examples
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Different intentions; but kept flexible



VI(1) Policies and Priorities
Assess policies and priorities and modify 
or temporarily suspend as appropriate

Resolution 2019‐21:  Intent to reimburse 
CIP with Bond Proceeds retro Sept. 21st

Resolution 2020‐06:  Authorized Private 
Placement with defining “the Project” to 
allow flexibility

Examples

Intent:    Mitigate Annual Expenditure 
Limitation risk for FY2020 and FY2021

Flexible:      Town could augment General fund 
improvements that meet the “Project” criteria
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VI(1) Policies and Priorities
Assess policies and priorities and modify
or temporarily suspend as appropriate

Resolution 2019‐21: Intent to reimburse
CIP with Bond Proceeds retro Sept. 21st

Resolution 2020‐06: Authorized Private
Placement with defining “the Project” to
allow flexibility

Financial Management Policies

Examples
Operating Budget:
1) Ongoing operating expenditures supported by on
going, stable revenues

12) Electronic funds transfer may be used for
payroll…previously authorized by Council.

Consider “Electronic funds transfer” for accounts
payable as “Check” in Town code.

Capital Budget:
4) Designate revenue for recurring capital
improvement projects…finance on an ongoing basis.

Consider balances of “set‐asides”
7) Construction sales tax in excess of $0.5 million
dedicated to CIP

“CIP” includes related debt and suspend policy to
temporary support the Town’s operations.

Modify and Adopt Policies or 
Suspend via Budget Resolution 

through 06/30/2021
15



VI(1) Policies and Priorities Examples

Propose modify funding strategies after FY2020 
Set FY2016 as base year; no code change
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NOTE: Fund expenditures require Presiding Judge approval. 
Court has independent discretion to expend monies on state 
and local funds dedicated for “court use only”

Assess policies and priorities and modify 
or temporarily suspend as appropriate

Resolution 2019‐21:  Intent to reimburse 
CIP with Bond Proceeds retro Sept. 21st

Resolution 2020‐06:  Authorized Private 
Placement with defining “the Project” to 
allow flexibility

Financial Management Policies

Court Enhancement Ordinance



VI(1) Policies and Priorities
Assess policies and priorities and modify 
or temporarily suspend as appropriate

Resolution 2019‐21:  Intent to reimburse 
CIP with Bond Proceeds retro Sept. 21st

Resolution 2020‐06:  Authorized Private 
Placement with defining “the Project” to 
allow flexibility

Financial Management Policies

Court Enhancement

PSPRS UAAL 

Examples
Paying the PSPRS unfunded liability has been
a PV Council priority w/ lump sum payments:

$ 5,000,000 FY2017;
1,000,000 FY2018;
9,000,000 FY2019; and
3,000,000 first week of FY2020

$18,000,000 total

Based on actuarial report and payments in
FY2019 & FY2020 and expected increases as
PSPRS realigns pension expectations, the
balance is at least $5,800,000. Wait and see
with cash on‐hand should be weighed.
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Examining the Assigned (set‐asides) was
planned for the FY2021 budget process.

While preparing for the FY2019 audit, the
accounting staff identified and reconciled
various balances in the accounting records.

This was communicated to Council as part
of the FY2020 budget process and further
noted with issuing the FY2019 audited
financial statements.

Recommend to bring all balances back to
the General fund as unassigned cash and
prioritize how it is saved and used.

Assigned balances from General fund 
sources:

$  1,161,000 Fleet
1,518,000 Facilities

90,000 IT Life Cycle
5,000,000 Undesignated CIP balance

$  7,769,000 Total

VI(2) Reset Assigned (Set‐Asides) Examples
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NEW BUDGET DOCUMENT FORMAT
Department budgets will communicate the
level of service demands if maintained all
year or pauses and later resumes.

Included will be implications if the priority
is not funded over the next 1‐15 months.

The intent is to set up contingencies that
can be triggered throughout the year when
revenues rebound.

Activities that drive Town revenues are not
active; when they resume is not known.

Budgets to contain categorizing program 
costs that is similar to:

Priority 1: Vital, Mandated, Primary 
Service that has direct impact on residents

Priority 2:  Impacts on Operations and 
delivery of services, but limited direct 
impact on residents

Priority 3: Need to do, but can delay for a 
later day

Priority 4: Can hold off indefinitely until 
revenue rebounds 

VI(3) Dept., Prog., and CIP Examples
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Under the concept of using the most
stringent resource first to provide General
fund reserves relief.

The Court Enhancement fee’s purpose is
exclusively to supplement the Municipal
Court by enhancing the staffing,
technology, security or facilities.

The proposed approach is to find new
funding strategies for FY2021.

This is being looked at for all funding
sources.

Possible reliefs include:

• Convert general fund contract security
to Court employees paid with Court
enhancement.

• Technology costs including contractual
support, application subscriptions and
equipment life cycles.

• Other options will also be examined for
FY2021.

VI(4) Recalibrate Costs and Sources Examples
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Private Placement Proceeds: This source is
a loan (or like a line of credit) that has a
repayment schedule. At a great rate.

Using the proceeds allows for:
• Projects to go forward while
• Preserving general fund cash and
• Repaying the loan as revenues

rebound through 8/21/26.

If the proceeds are not used on “the
Projects” the unused proceeds revert to
repay the loan.

Pending 5‐Star reimbursement of CMAR 
costs, possible priorities include:

• Reimburse Town CIP expenditures 
since September 21, 2019

• Fund the Town’s CIP up to three years.
• Potentially can use for the Pavement 

Plan.

VI(4) Recalibrate Costs and Sources Examples

Using Private Placement proceeds for the 
CIP could allow using Construction TPT for:

• debt service payments and
• supporting the General fund reserve
• $4,500,000 collected through Jan 2020

21



In a crisis, service demands and workloads
can dramatically shift. Management will
continually assess the Town’s service levels
and demands and shift existing staff
accordingly. This may included among
departments if warranted.

All staff have unique skill set that are
outside of their typical Town duties. The
opportunity is to leverage these talents and
call upon staff to rise to the challenge with
new tasks.

VI(e) Align Staffing Examples
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Examples of Staff Changes

1. Delay current recruitments for vacant
positions

2. Delay requests for new positions in
20/21

3. Look at other opportunities to delay
personnel costs until the Town has
more certainty.



Per Town Policy a specified reserve is 
maintained.  “The reserve is to be used for 
unforeseen emergencies, such as a 
significant loss of revenue or catastrophic 
impacts on the Town.”

VI(f) General Cash Reserves Examples
This plan uses the reserve as the source of
last resort. Exhausting all other options first,
remove Town imposed restrictions where
feasible and bring all unencumbered cash
back to base for reprioritization.

Historically, tourism simmers over the
summer and ramps back up in October.

Since it is uncertain when tourism will
return, by minimizing the use of “emergency
reserves” the Town is prepared should a
longer‐term situation materialize.

This is done by “turning the spicket sparingly
until the Town’s revenues rebound”.

The same Town Policy further states:  “At 
the time the Town Council approves the use 
of the reserve…, it will also identify the 
time period over which the reserve will be 
replenished.”
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VII. Illustrative Charts
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Priorities Funded

Note: There is no concern that the Town’s contractual obligations and
covenants are at risk of not being honored through this transition.



VII. Illustrative Charts
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Cash



VIII. State Budget Forms
AZ Budget Law requires a Town budget that
sets the maximum spending authority for
the year. Even if the Town receives more
revenue, it can not spend it without budget
authority.

Though presented by department, budgets
may be amended but can not exceed the
total adopted amount.

This gives the Town flexibility to budget full
services, use various contingencies with
priority‐based focus as revenue rebounds.

 The Town has diligently saved sufficient
cash reserves for a significant revenue
decline for the short‐term (15 months)

 There are many opportunities to extend
this cash reserve until revenues rebound

 Prioritize uses for cash reserves and defer
major spending and projects until the
Town’s revenue rebounds. Wait and see.

 Not a rush, there is time to have a well
thought out plan to navigate the next
fiscal years’ challenges. Multi‐year vision.
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Summary

Note: There is no concern that the Town’s contractual obligations and
covenants are at risk of not being honored through this transition.



IX. Retail and Hospitality Graphs Revisited
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 Considered pessimistic two weeks ago;
70% could be optimistic

 Duration is uncertain
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 Historically, revenues simmer in the
summer and pick up in October.



X. General Discussion & Direction
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Note: There is no concern that the Town’s contractual obligations and
covenants are at risk of not being honored through this transition.



March 26th, 2020


