
M

May 14th, 2020

ENTERPRISE AND
PROGRAM BUDGETS

FY2020/21

1



2



Enterprise and Program Budgets Table of Contents

Legal Documents (Total Expenditures / Expenses)
Annual Expenditure Limitation ……….……...…….. 04
Presented on State Forms ……………....……..…….. 05

Enterprises
Alarm …………….……….……..............................…… 06
Fire Services ……………………….….……………………... 12
Wastewater and Impact Fees ……………………...... 17

Programs
Public Transit (ALF) ……………….……………......…... 23
Tourism ……………………….……….……………......…... 26
Grants and donations ……………………………...…… 28
Public Safety Retirement (PSPRS) ………….……… 43
Contingencies ………………………………………….…… 47

Capital Improvement Program (CIP)
CIP Financing and Debt Service ….………………... 50
CIP Summary and Projects ............................... 61

DEPARTMENT PRIORITIESENTERPRISE / PROGRAM AND PAGE #
The FY2021 Recommended department budgets have
a built-in mechanism to fluidly transition back to their
2019 service levels as the Town’s revenues rebound.

PRIORITY ONE: Is the base budget, vital, mandated, or
primary service(s) that has a direct impact on residents.
But not to keep pace with an increase in demands. July1

PRIORITY TWO: Has an impact on Town operations
and delivery of service, keeps pace with demands. Oct

PRIORITY THREE: Represents where a department
was heading in February ‘20. Poised to resume, but not
likely to materialize for all requests in FY2021. Jan-Mar

Going beyond the Town’s stress test, preparations are
being made to mitigate if the Town’s overall revenue
recovery is an elongated “L-shape” curve leading to
necessitating further budget and service reductions.
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I. Annual Expenditure Limitation

 Figures in BLUE figures are presented on the next schedule.
 Figures in ITALICS are embedded in other line items; separate calculations

4
Expenditures / Expenses

 “Annual Expenditure Limitation” is a State legislative spending cap.
 “State Forms” set the maximum spending for the year.  Even if additional 

resources become available, the total Council adopted amount can not be 
exceeded



Expenditures / Expenses II. Presented on State Forms
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Alarm Services I. Purpose

To provide high quality police
services to our community,
reduce crime and the fear of
crime, by working with all
citizens, preserve life, protect
property, promote individual
responsibility and encourage
community involvement.

Alarm Monitoring oversees the day-to-day operations of the
Town’s Police Alarm Monitoring (PAM) subscription service.
Residential alarm signals are directly monitored, dispatched,
and responded to by Paradise Valley Police Officers. Paradise
Valley is one of the few municipalities in the nation offering this
unique service to its residents.

In addition to fielding account questions from subscribers and
working with field technicians to test incoming signals, Alarm
Monitoring is also responsible for false alarm fine assessment
and collections.

The Town Council recently made the decision to take on new
alarm subscribers to our police monitored alarm account.
Please contact Alarm Monitoring Office.

ALARM SERVICES DESCRIPTIONPVPD MISSION

To Maintain a strong Police-
Community partnerships to
keep our neighborhoods crime
free and to eliminate fear of
crime in our community.

PVPD VISION
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Alarm Services II. Goals, Highlights and Stats

 Introduced Enhanced Call Verification
(ECV) to alarm companies-requesting
2 calls to subscribers prior to PVPD
contact.

 Approximately three percent growth
through new subscribers since May
2019.

 Projected $150,000 in FY 20 alarm
subscriber revenues, with projected
costs of $130,000.

 Proactively communicate with
subscribers the sunset of 3G panels
by Uplink.

 Market Police Alarm Monitoring
including Next-Generation services to
continue subscriber base.

HIGHLIGHTS GOALS
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Alarm Services III. Accounting and Fee Schedule

Alarm Services is considered an “Enterprise” fund
(often referred to as a “Proprietary” fund).

The Alarm Services enterprise is predominantly self-
supporting and accounts for services rendered to the
public on a fee basis that more resembles the private
sector, than a governmental program.

The rate structure for residential and commercial
alarm customers is designed to cover costs of
providing alarm services.

The accounting basis for the Alarm fund is full
“accrual” basis that has a measurement focus on
determination of income and financial position; and
uses business terms such as “income” & “expense”.

ENTERPRISE ACCOUNTING
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Alarm Services IV. Expenses and Fund Balance

Budget-to-Budget Expenses
increased by $134.

Personnel increased by 8%
resulting from the current
allocation of staff’s services

Supplies and services: The
net budget to budget
decrease of 11% is a result
of aligning Contingency with
budget expenses

10

Fund balance remains strong at 280% of operating expenses.
The decrease in expenses from 2017/18 to 2020/21 is from
the re-assessing how costs are allocated to the Alarm fund
that best reflects services provided by Town departments.
Personnel expenses are services from the Police, Information
technology and Finance departments.
Supplies and services budget for 2020/21 shows an increase
compared to last year’s projected actual. But is lower than
last year’s budgeted, as shown below.



Appendix:
Line Items
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Fire Services I. Purpose

Fire Service Rates were designed to recover
operating costs, but not the construction
costs of the fire stations. The residential rate
tiers are based on Residence Square Footage
and commercial rates are based on the zoned
use of the property.

Residential Rates:
 3,000 square feet or less

$360 annually ($30 monthly)
 3,001-6,000 square feet

$480 annually ($40 monthly)
 6,001 or greater square feet

$600 annually ($50 monthly)
 Vacant Lot

$120 annually ($10 monthly)

The Fire Service Enterprise was established to record
activity associated with the fire service fee which
began January 1, 2013. State Legislation was passed
in 2014 that permanently allows the collection of the
Town’s fee.

The City of Phoenix provides fire services via a
contract with the Town in which costs are shared
equally. The Town constructed both fire stations with
the associated debt service paid from the Town’s
General Fund.

Emergency medical services are provided by a private
company which operates from leased Town property.

RATES FIRE SERVICES DESCRIPTION
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Fire Services II. Sources and Expenses

Expenses are budgeted to
increased by $133,743 or 4%
Personnel decrease by 8%
resulting from the current
allocation of staff’s services
Supplies and services: The net
increase of 5% is driven by an
increase in the PHX IGA costs
Depreciation is not a budgeted
expense since it is part of “net
assets”, not “fund balance”.

14

Fire Services is an “Enterprise” fund that is intended to be
predominantly self-supporting and accounts for services
rendered to the public on a fee basis that more resembles
the private sector, than a governmental program.

Fire Service IGA Fee is the agreement with Clearwater Hills 
and Franciscan Renewal Center and is offset by “Third Party 
Reimbursements” expense for ½ payments passed to PHX.  



Appendix:
Line Items

{Continued}
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Appendix:
Line Items {Concluded}
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Wastewater Services I. Purpose

In fiscal year 2015/16:
 The City revised its fee structure
 The Town initiated a new IGA with the City
 The Town reviewed the master plan and Wastewater rate
 The new IGA includes is a five (5) year project to inspect 

all town pipes and manholes

In fiscal year 2017/18:
 The Town incorporated the last of two rate changes that 

Council approved in 2015/16
 The IGA includes the sewer assessment annual payment 

of $234,000

In fiscal year 2020/21, it is recommended:
 Increase funding and escalate completing of sewer 

assessment in FY2020/21 and system improvements
 Develop a plan and resume repaying the $1,164,870 loan 

balance from General Fund

The Town of Paradise Valley (the “Town”)
provides Wastewater services to both
residential and commercial customers
who are connected to the Town owned
sewer system (approximately 2,100
accounts). The City of Scottsdale (the
“City”) operates and maintains the sewer
system through an intergovernmental
agreement (“IGA”) with the Town. The
City bills the Town for operation and
maintenance of the system. The Town
bills its customers directly. Customer bills
include a base rate charge and a
commodity charge which is based upon
winter water consumption.

DESCRIPTION KEY DATES
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Wastewater Services II. Expenses and Fund Balance
19

Wastewater Services is
an “Enterprise” fund.

An enterprise fund is
predominantly self-
supporting and accounts
for services rendered to
the public on a fee basis
that more resembles the
private sector, than a
governmental program.

The rate structure for
wastewater services was
is designed to cover costs
of providing wastewater
services.

ENTERPRISE FUND

Total uses are budgeted to increased by $338,249 or 12%
Personnel decrease by 1% resulting from the current allocation of staff’s services from
Engineering, Finance and the Town Attorney’s Office
Supplies and services is increasing by 5% is driven by an increase in the Scottsdale IGA cost
Assessments & improvements represents a $605,000 assessment payment and
$400,000 for system improvements.
Depreciation is not a budgeted expense since it is part of “net assets”, not “fund balance”.



Wastewater  & Impact Fees III. Change in Balances
Operating income remains steady with a steady
customer base.

Operating costs trend with progressive increases
are being noticed; concern arises when increases
in costs outpace revenue.

Assessment & improvements are an increased
annual assessment of $605,000 and up to
$400,000 for system improvements

Fund balance shows FY2020/21 decreasing by
$310,994 if every budgeted dollar is spent.

20

The recommended budget reflects a loan from the 
Operating fund that will be repaid through the rate 
structure.  It is not uncommon that a cash shortfall 
occurs when debt is repaid by impact fees, as 
infrastructure often has to be in place before the 
related development occurs, and the fee collected 
cannot exceed each builder’s proportionate share.  
The loan balance is $ 1,164,870.



Appendix:
Line Items

{Continued}

21



Appendix:
Line Items {Concluded}
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Public Transit (ALF)
DESCRIPTION REVENUE, EXPENDITURES, FUND BALANCE

24

Public transportation is recommended to
be fully (100%) funded through funds
distributed to jurisdictions from Valley
Metro. The funding is from Arizona Lottery
Fund (ALF); and no general fund resources
subsidize the program

Public transit is “defined as any service,
vehicle(s), or support facility for a
vehicle(s), intended for the purpose of
conveying multiple passengers (i.e. typically
5 or more)” and “includes the planning and
administrative support for such services”.
Some “special needs”, “dial-a-ride”, or other
demand-responsive or carpool vehicles may
have less than 5 passengers. Services can
be contracted with a transit provider.

Council resolution 2020-02 (January 23, 2020) designated the
public transit program to include: Bus stop maintenance; trip
reduction; bus bay evaluations; and a new ride share voucher
program for trailheads, medical services and resorts.

However, with changes in “public transit” and staffing demands,
the voucher program was not implemented; but is expected to be
ready for the Tourism season and meet new State and CDC
guidelines.



Appendix:
Line Items
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Tourism
DESCRIPTION REVENUE, EXPENDITURES, FUND BALANCE

27

Tourism and the hospitality
industry are critical elements and
contribute greatly to the Town’s
character. These industries
generate a significant portion of
the Town’s operating revenue. As
a result, the Town dedicates
significant resources to invest in
tourism promotion.

Services have been provided
through a contract with
Experience Scottsdale that is up
for renewal FY2021.

Under the current model, the amount designated for Tourism promotion
in FY2021 is determined by taking the Occupancy bed tax from the most
recent audit (FY2019) of $4,847,777 and multiply it by 40.9% to arrive at
$1,982,741. In times of growing revenue, this formula generates revenue
for the Town’s general operations. However, if actual revenue in FY2021
is less than $1,982,741, then other sources will need to cover a deficit.
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MUNICIPAL COURT GRANTS
FY2020/21
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MUNICIPAL COURT GRANTS I. Description

MFTG:  MUNICIPAL COURT FILL THE GAP

30

Administers funds received from Supreme Court to aid courts in
improving court operations per Arizona Revised Statute § 41-2421K
and Arizona Code of Judicial Conduct § 5-107. The municipal court
shall use monies received to improve, maintain and enhance the
ability to collect and manage monies assessed or received by the
court, to improve court automation and to improve case processing
or the administration of justice. The municipal court shall submit a
plan to the Supreme Court and the Supreme Court shall approve
the plan before the municipal court begins to spend these allocated
monies.

Monies are derived from the 7% Fill the Gap (FTG) state surcharge
imposed on fines, penalties or sanctions. Courts receive a 14.29%
allocation of this assessment. Funds are not to be used to supplant
but rather supplement court budgets.

Administers the $20 fee
applied to all fines,
penalties or sanctions
imposed by the Paradise
Valley Municipal Court per
Town Code 12-4-3. This fee
shall be used exclusively to
enhance the staffing,
technology, security or
facilities of the Municipal
Court.

COURT ENHANCEMENT



I. Description

Administers funds received from the Supreme Court to aid courts in improving court operations per
Arizona Revised Statute § 12-113 and Arizona Code of Judicial Conduct § 5-102. Monies are derived from
the mandatory Time Payment Fee imposed on all fines, penalties or sanctions not paid in full on the date
of imposition.

$7 of the $20 Time Payment Fee shall be kept by the court imposing the fee to be used by the court to
improve, maintain and enhance the ability to collect and manage monies assessed or received by the
courts, to improve court automation and to improve case processing or the administration of justice.
Funds are not be used to supplant but rather supplement court budgets.

The court or funding authority shall not use JCEF funds to pay county or city administrative costs for
services associated with receipt of those funds. Administrative costs include but are not limited to
accounting, payroll, data processing, purchasing, personnel and building use.

For amounts over $2,500, the municipal court must submit a plan to the Supreme Court and must be
approved by the Supreme Court before the municipal court begins to spend these allocated monies.

JCEF:  LOCAL JUDICIAL COLLECTION ENHANCEMENT FUND

31
MUNICIPAL COURT GRANTS



Fill the Gap and JCEF II. Expenditures and Balances
32

These three charts show the revenue, expenditures and
fund balance of each grant for the last audited year 2019,
projected for 2020 and recommended budget for 2021.

Court Enhancement fully paid the loan from the General
fund in FY2020 and in FY2021 is saving the General fund
approximately $97,000 by allocating Security Officer
contracts from the General fund to Court Enhancement as
Court employees; and using Court Enhancement for case
management system software.



Appendix:
Line Items
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POLICE GRANTS & DONATIONS
FY2020/21
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Police Grants & Donations

To provide high quality police
services to our community,
reduce crime and the fear of
crime, by working with all
citizens, preserve life,
protect property, promote
individual responsibility and
encourage community
involvement.

Grants: These are
grants that can not be
recorded in the
General fund due to
the grants fiscal year
or by rule of the
grantor; typically
federal grants.

Donations: This is a
new fund set up for
donations from the PV
Public Safety
Foundation in the
form of cash or other
tangible property.

PVPD MISSION REVENUE, EXPENDITURES, AND FUND BALANCE

To Maintain a strong Police-
Community partnerships to
keep our neighborhoods
crime free and to eliminate
fear of crime in our
community.

PVPD VISION
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ALL OTHER DONATIONS
FY2020/21
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Other Donations

This fund accounts for various donations
the Town has received for specified uses.
A full “audited” reconciliation was
conducted in FY2019 to validate and reset
these balances.
 The vintage car show is recurring and

the only consistent donation in this
fund.

 DARE donations go back many years
and will be used for programs
satisfying DARE requirements.

 Police donations are now accounted
for in a separate fund.

 All donations in this fund are excluded
from the Annual Expenditure
Limitation.

DESCRIPTION REVENUE, EXPENDITURES, FUND BALANCE
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Operating Fund (GF + HURF) PSPRS (Recent Actuarial)

In FY2019/20, $3,000,000 was paid in July 2019.
This will be reflected in the Town’s FY2020 CAFR and

Actuarial report for the Town’s FY2022 Budget & contribution rates.
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Operating Fund (GF + HURF)

There are many factors to adjusting the “Unfunded liability rate” (UAAL rate);
such as investment earnings, changes in assumptions and tables.

But a one factor the Town can control is the lump sum cash payments, when viable.

PSPRS UAAL Rates
45



Operating Fund (GF + HURF) PSPRS UAAL Rates Savings
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Contingencies Expenditures / Expenses
48

STATE BUDGET REQUIRED FORMS
• Provide the authority to spend; but it’s not a mandate to do so.
• Set the maximum a municipality can spend in that fiscal year.
• Even if resources rebound and become available, if expenditures are not budgeted, they can not be spent
• Contingencies fill gaps for  flexibility and adaptability of service priorities AND fluctuations in revenues.



Contingencies Revenues
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** Placeholder **
Slide will be available by May 12, 2020
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Capital Projects Financing

The Town uses several
financing instruments to fund
its capital needs. Each method
leveraging has specific and
secure sources identified and
used for the debt repayments.

The Town employs the early
recognition option for
payments of principal and
interest when due early in the
subsequent year for financial
reporting and budget purposes
to ensure resources are both
measurable and available when
payments are due.

There are numerous financing
instruments in the State of Arizona
as listed below:
 General obligation bonds;
 Revenue bonds; 
 Excise tax revenue obligations;
 Improvement bonds;
 Special assessment bonds;
 Rural development loans;
 Certificates of participation;
 Capital and operating leases;
 Lease purchase;
 Pay-as-you-go; and
 Interfund borrowing.

DEBT MANAGEMENT INSTRUMENTS

51

TOWN POLICIES
1. Long-term debt shall not exceed 
the Town's resources for repaying 
the debt.

2. Bond issuance shall be limited to 
capital improvement projects too 
large to be financed from current 
revenues, or too large to be included 
in the State imposed expenditure 
limitation.

3. Construction sales tax in excess of 
$0.5 million will be transferred from 
the operating budget to the CIP fund 
to provide a dedicated CIP funding.

I. Debt Management & Polices 



Issued primarily for construction of the
Public Safety Tower, very specifically
listed street improvements and other
projects. This was a private placement
loan with an interest rate of 1.69%.

SERIES 2016 - $7.9M

SERIES 2020 - $8.1M
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II. Excise Tax Revenue ObligationsCapital Projects Financing

In 2019, Council diligently and thoroughly examined
prospects for issuing debt obligations, even though the
Town and state were experiencing good economic times.

Days before the financial market crisis of 2020, Council
approved a private placement with an interest rate of 1.09%.

This cemented the financial plan’s path to ensure the Town:
 Remains compliant with the Annual Expenditure

Limitation; while
 Honors the Five Star development agreement obligation to

front cash for projects and invoice for reimbursement; and
 Hedges the actual timing of reimbursements. And
 Continue the current CIP and status quo Town operations;
 Meet Council’s goal of paying down the PSPRS UAAL; and
 Maintain sufficient reserves to protect the town from

external stresses.

The Town has two active current excise
tax revenue obligations for financing
capital projects. The use and
repayment of proceeds in these
pledged revenue structures are exempt
from both Arizona’s local debt limit
and expenditures limitations.

Excise Tax Revenue Obligations



III. Funding and Debt Balances

Table 1 shows funding for
debt service. Due to the
projects and structure of
the private placements,
both series are currently
funded with general fund
transfers.

Other funding sources
could include:
• Excess unused proceeds
from Series 2016

• Excess unused proceeds
from Series 2020

• Interest earning on
balances held by trustee

• Investment earning on a
Town assigned payment
fund

SUMMARY
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Table 2 shows the
remaining balances
for the excise tax
obligations. Both
have a call option.
Series 2016 can be
called any time and
Series 2020 after
2024. For FY2021,
it is recommended
to stay on schedule.

Capital Projects Financing



These two charts show the remaining payments for
the excise tax obligations series 2016 and series 2020
are shown on these two charts.

SERIES 2016

SERIES 2020
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IV. Remaining PaymentsCapital Projects Financing

Remaining Payments and Balance



2016: proceeds drawn to
reimburse the Town cash
fronted for projects.
2017: no proceeds were drawn;
the Town used carry-forward
exemptions stay under the AEL.
2018: proceeds drawn for 2018
projects and to reimburse 2017
use of General Fund cash, but
by law does not replenish AEL
carry-forward
2019: total of all projects ended
under budget by $1.3 million.
Since using theses proceeds was
time sensitive and project
specific, the excess reverted to
the payment fund for future
debt service payments.
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V. Projects – Series 2016Capital Projects Financing

Series 2016 Activity



Originally issued to mitigate risk of a development
agreement. But as that risk fades, the Town may find other
beneficial uses for the proceeds.

Use of proceeds is excluded from the AEL in the fiscal year
used. This will assist with the “bottle neck” of CIP projects
from 2020 and the resumption of paying the PSPRS UAAL
as soon as revenues rebound.
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V. Projects – Series 2020Capital Projects Financing

Series 2020 Activity Project Structure and Options
November 21, 2019: Resolution number 2019-21
intent to reimburse the Town’s general fund for
certain capital expenditures “in and for the Town”
that are specifically listed in the Town’s 2019/20
Capital Improvement Plan.

March 12, 2020: Resolution number 2020-06
authorizing a private placement to finance
“roadway and utility construction and
improvements, drainage improvements, municipal
facilities improvements, and equipment and
technology purchases (collectively, the ‘Project’)”.

March 26,2020: Private Placement executed and
$8M is on deposit with a trustee bank for the
Town to access as needed.

March 2023: Any unused proceeds with the
trustee bank are transferred to the payment fund.



CIP Debt Service VI. Line of Credit & Expenditures 

Similar to a line of credit

57

Proceeds are held by a trustee
bank in a separate account. The
Town draws the proceeds as
needed. Drawn proceeds will
need to be repaid with
“assigned” cash or with future
pledged revenues.

After three years, any unused
proceeds are transferred to the
payment account, with the
trustee bank, to pay principal
and interest. Balances in the
trustee accounts are subject to
arbitrage. General Fund cash
“assigned” for paying principal
and interest is not.



Appendix:
Line Items
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