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The Government Finance Officers Association of the United States and Canada (GFOA) presented a Distinguished
Budget Presentation Award to the Town of Payson, Arizona for the Annual Budget beginning July 1,2012. In
order to receive this award, a governmental unit must publish a budget document that meets program criteria as a
policy document, as an operations guide, as a financial plan, and as a communications device.

This award is valid for a period of one year only. We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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Town of Payson
303 N. Beeline Hwy -

50 W’ Payson, AZ 85541
TN 028/474-5242 Ext. 222
Arizona's

Cool Mountain Town 928/474-4610 Fax
928/978-2521
Office of the Mayor
DATE: September 17, 2013

To the Residents of the Town of Payson:

Since incorporating in 1973, Arizona’s Cool Mountain Town has had good years and difficult
years but has experienced continued steady progress because of citizen input. Coupling prudent
use of your tax dollars with supplemental state and federal funds and the timely use of grant
funding has allowed us to comply with a myriad of federal and state mandates and complete
many important programs and projects. As state and federal funding have dropped precipitously,
our ability to provide community services has become much more difficult.

The 2013-14 fiscal year Budget continues to be grounded on the principle of fiscal integrity. The
delayed impact of the national and statewide economic downturn that negatively impacted local
budgets continnes. Stimulus grants that provided some relief to earlier budgets are no longer
available leaving the Town General Fund budget extremely tight again this year. Even with
Some economic recovery, uncertainty over unsustainable federal deficits and global turmoil will
require the 2013-14 budget to be fluid and may require adjustment as the year progresses. The
budget is the product of the Town’s priorities coupled with department input and projections.
Prudence requires that some of our goals will again have to be deferred. The Town uses the
budget as a comprehensive financial tool for maintaining fiscal accountability. We are keenly
aware of the Town’s current needs and priorities and will do our best to meet those needs with
the money we have available.

We acknowledge the hard work of our Town staff and appreciate the input of your Town Council
in creating this fiscally responsible budget. These continue to be very tough financial times.
Thank you for your patience and support as we work through the challenging days ahead. I
especially commend the work, insight and input of Debra Galbraith, Town Manager; Hope
Cribb, Finance Manager; and the Town Department Heads and the entire Financial Services
Department staff.

Respectfylly,
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Town Manager
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Deputy Town Manager: Public Safety
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Deputy Town Manager: Administrative Services

Silvia Smith
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Timothy Wright
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The Town of Payson is dedicated to

enhancing the quality of life for our
citizens by working hard to provide a
superior level of service in the most
effective and efficient manner while
exercising fiscal responsibility.

* & 6 O o o

Value open communication

Encourage citizen participation

Operate honestly and fairly

Conduct ourselves through unity and teamwork
Respect our differences

Treasure our natural resources and unique environment




CUSTOMER FOCUS

CONTINUOUS IMPROVEMENT

Demonstrate a passion for customer service. ¢ Commit “every day, in every way, to get-
Care about employees, so they will be more ting better and better”.

likely to care about customers. ¢ Plan for quality.

Measure organizational and employee success ¢ Make quality a never ending effort.

based on customer satisfaction. ¢ Have customers define quality.

Solicit and listen intently to customer require- ¢ Let customer feedback drive quality im-
ments and expectations. provements.

Maximize the positive impact of customers’ ¢ Focus on process improvements to increase
first impressions. quality.

Collect customer feedback continuously and ¢ Create a culture in which the right things

use it to improve quality.

Achieve customer satisfaction by assessing the
specific needs and expectations of each individ-
ual customer.

are done that first time and every time.

Cool Mountain Town
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LEADERSHIP EMPOWERED EMPLOYEES
Establish an inspiring vision that creates a gov- ¢ Empower the people closest to the cus-
ernment that works better and costs less. tomer, working individually or in teams,
Create an atmosphere of innovation, risk- to continuously improve the organization’s
taking, and tolerance for mistakes. quality and services.
Recognize failure as the price paid for improve- ¢ Commit the entire organization to achiev-
ment. ing total customer satisfaction.
Lead by example, by involvement, and demon- ¢ Empower people to make decisions based
strate commitment to quality, service, and cus- on their experience, skill, training and
tomers—"walk the talk”. capability, rather than their position.
Create a system of guidelines not rules. ¢ Share decision-making and allow people to
Remove “red tape” to achieve the organiza- take authority and responsibility for the
tion’s mission. organization’s mission.
Practice a “can do” attitude. ¢ Encourage use of individual judgment to
Solicit and listen intently to employees’ re- do what needs to be done.
quirements and expectations. ¢ Empower employees to contribute to cus-

Recognize and reward quality and customer
service initiatives.

Recognize change is a given, not government
as usual.

tomer satisfaction regardless of organizational
level.



Town Hall  (928) 474-5242
Police Dept. (928) 474-5177

ﬂ%}O/Q/’ Water Dept. (928) 474-5242

TDD (928) 472-6449
Fax (928) 474-4610

Town of Payson
303 N. Beeline Highway
Payson, Arizona 85541-4306

September 10, 2013

To the Honorable Mayor, Town Council and Citizens:

We respectfully submit the published Town of Payson Fiscal Year 2013/14 budget as approved
by the Town Council on June 20, 2013. The budget forms the Town’s structure for providing
the services, facilities and infrastructure that have helped make Payson a great Town.

This transmittal letter is divided into the following sections to facilitate review and assimilation.
The “budget book™ presents much more detailed information for comparing figures to the past
and current fiscal years, for guiding implementation of financial plans, and for monitoring re-
sults of operations during and at the conclusion of the fiscal year.

1. Introduction

11. Budget Highlights

II1. Council Initiatives

V. Economic Factors Affecting Budget Decisions

V. Conclusion

I INTRODUCTION

Payson is one of Arizona's jewels, where you can experience the beauty of dramatic mountain
vistas, the serenity of wide open spaces, and a rich western rodeo heritage along with a variety
of outdoor adventures and first-class accommodations and entertainment. However, like most
Arizona cities and towns, Payson is feeling the pains of the recession.

We believe our residents deserve a Town government that is as efficient and results oriented as
the best the private sector has to offer, yet is mindful of the highest ideals of public service. We
believe our residents deserve a Town government that focuses on their needs by delivering the
highest quality services at the lowest cost.



The budget focuses on providing municipal service to our citizens, and includes strategies to

meet the following challenges:

e Enhance Public Safety

e Invest in information technology components and support

e Recognize and incorporate changing and challenging economic conditions

e Undertake strategic planning in several areas, i.e. Capital Improvements Plan, Corporate
Strategic Plan, Business Plan, etc.

The Town’s three-year Strategic Plan Goals focus on ten key areas:
e Economic Development, Tourism, and Economic Vitality
Financial Excellence

Infrastructure

Innovation and Efficiency

Neighborhoods and Livability

Social Services

The Payson Team

Public Safety

Sustainability

Technology

We continue to build around our core values — Customer Focus, Empowered Employees, Lead-
ership, and Continuous Improvement.

MAJOR POLICIES, GUIDELINES AND PRIORITIES
Budget appropriation choices were made within the context of the Town budget policies and
Council priorities, the Town’s debt management plan and long-term financial plan.

Debt Management Plan

The Town of Payson enjoys favorable bond ratings due not only to growth and solid financial
planning, but also from adoption of and adherence to the debt management plan by the Town
Council. The target length of maturity of the Town’s long-term debt is not to exceed 20 years.
In addition, as defined by state law, with the consent of the citizens the Town will not exceed
6% of the net secondary assessed value of the property within the Town for general purposes.
Also with consent of the citizens, the Town may not exceed 20% of the net secondary assessed
value of property within the Town for the purposes of water, sewer, light, parks, open space,
and recreation facilities. The Town has the full debt capacity for general municipal purpose
bonds, as well as 90.5% of the capacity available for other water, sewer, parks, etc.

Long Term Financial Plan

Town staff prepares and updates the Town’s long-term financial plans and forecasts annually in
preparation for developing suggested budget policies for Town Council consideration. The
long-range forecast is very conservative through the next five years.

Unfortunately, forces outside of our control continue to challenge the Town’s financial and
managerial wherewithal. These forces include inflation, economic recession, and the



decline in building construction. Measures have been put in place to actively pursue commer-
cial growth and promote increased tourism as a means of counteracting these forces.

The Town of Payson is dedicated to enhancing the quality of life for its citizens, to provide a
superior level of service in the most effective and efficient manner, while exercising fiscal re-
sponsibility. Payson has been, and will continue to be, very proactive in encouraging quality
community and organizational development. The Town Council, citizens and the management
staff participate in a strategic planning process to update and enhance the Corporate Strategic
Plan (CSP) to accommodate changes in constituents’ needs. The CSP operationalizes the
Town’s mission statement and its General Plan by specifying priorities and strategies for
achieving them over a five-year period. Funding is allocated during the subsequent budgeting
process.

II. BUDGET HIGHLIGHTS

Financial Program

The annual budget for fiscal year 2013/14 for all funds of the Town totals $31,844,876. This is
$5,734,678 (15.3%) lower than the budget for last fiscal year. Total expenditures of
$31,844,876 exceed the total revenues of $28,174,410, and the Town plans to use some of its
reserves for the difference and postpone necessary capital repairs and improvements.

Estimated Proposed
Fund Type Revenues Expenditures

General Fund 12,973,110
Special Revenue Fund 4,984,900

$ 13,152,700
$
Capital Project Fund $ 840,400
$
$

5,219,000
1,375,366
797,610
11,300,200

31,844,876

Debt Service Fund 707,500
Enterprise Fund 8,668,500

Total $§ 28,174,410

PR P P PP




ESTIMATED REVENUES—ALL FUNDS
FISCAL YEAR 2013/2014
$28,174,410

Enterprise

Fund
31%

General Fund
46%

Debt

Service

Fund
2%

Capital Project
Fund
3%

Special Revenue
Fund
18%

EXPENDITURE BY USE—ALL FUNDS
FISCAL YEAR 2013/2014
$31,844,876

Other TransfersOut

\ 2%
Capital Outlay Personnel

25% Services
40%

DebtService
4%

Operating
Expenditures
26%
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$21,867,700 is appropriated for operating expenditures or expenses (such as personnel
services, supplies, utilities, insurance, repairs, maintenance, training, grants to other
agencies, and depreciation). This figure represents a 11.5% decrease over last year’s
budget. Over 8% of this reduction is due to the fact that the Law Enforcement Prop-
erty Purchase Program is no longer reflected in the budget. The Town has seen in-
creases in utilities, fuel, and a wide variety of other goods & services. The efforts of
staff to streamline processes and hold the line on spending without jeopardizing qual-
ity of service emphasizes their dedication to support the Town through this period of
economic challenges.

$7,924,466 is for capital outlay; capital projects, and other one-time grant related ex-
penditures. This is 21.02% less than last year. The continuation of the C.C. Cragin
Pipeline Project, which is key to Payson’s water infrastructure plans, is included in
this year’s budget. The amount budgeted for this project is almost $2 million less than
last year’s budget and represents the significant change in capital outlay for this fiscal
year. The reduced availability of funding from all sources continues to cause many
capital projects to be drastically reduced or put on hold pending economic recovery.
For example, sound planning dictates that at least $250,000 should be budgeted annu-
ally for pavement preservation. Unfortunately, current economic conditions have re-
stricted pavement preservation expenditures to $50,000 for the past few fiscal years.
These cuts will impact future budgets as additional spending will be required in order
to bring pavement preservation back up to acceptable levels. The Capital Project
Funds finance projects that are greater than $10,000, which may be dependent upon
State or Federal grants for a share of the cost, and/or may take several years to com-
plete.

$2,052,710 is for inter-fund operating transfers, debt service, and other uses of funds.
This is a decrease of 27.7% due to the retirement of debt for Green Valley Park Gen-
eral Obligation Bonds and Rumsey Park Improvements Certificates of Participation.

Although a few positions that have been frozen for several years were funded for this
budget, there are still 15 vacant positions that continue to go unfilled pending eco-
nomic recovery and one position that was eliminated. A few positions vacated during
fiscal year 2012/13 prompted some reorganization within those departments. The re-
ceipt of a grant provided funding to hire a part-time Victim’s Rights position in the
Town Attorney’s Office. After five years without a pay increase, a 3% merit raise was
included in this year’s budget. COLA increases remain on hold for the sixth consecu-
tive fiscal year. In total, salaries & wages remained relatively constant as compared to
last year’s budget but, the shifts in personnel should result in better utilization of our
current workforce.

One of the highest cost areas to the Town is employee / retiree health insurance. Last
year, the employer / employee insurance premium split was changed from 75/25 to
60/40. This fiscal year, health insurance options were limited to high deductible plans
in an effort to reduce premiums.

11




Current operating revenues, grants and other financing sources will finance the budget of the
Town. Additional financing sources are inter-fund transfers and reserve funds carried forward
from the previous fiscal year.

Local sales tax is the primary source of revenue for the Town. It is mainly influenced by retail
sales and increases in tourism in Payson. Local sales tax revenues are projected to be approxi-
mately $5,800,000 which is an increase of 1.75% over last fiscal year. The anticipated eco-
nomic recovery continues to be extremely slow but, continued efforts to promote Payson tour-
ism will help boost local sales tax figures.

State shared revenues from sales tax, income taxes, gas taxes, and vehicle license taxes are the
next most significant. These revenues are shared based upon population. State shared revenues
increased in fiscal year 2012/13 by approximately $528,700 and we anticipate an increase in
this fiscal year of $197,500 as the State’s budget situation is showing improvement. All State
shared revenues are projected to be up over last fiscal year with the exception of the vehicle li-
cense taxes which is expected to remain relatively flat. State shared sales tax is estimated to be
$1,322,100 reflecting an increase of 3.3% increase over last fiscal year.

In contrast, property taxes are a relatively minor revenue source for the Town. The primary
property tax rate is projected to be $0.3828 per $100 of assessed value. The levy rate reflects a
slight increase of 0.0326 over fiscal year 2012/13. Currently, the Town does not have a secon-
dary property tax.

REVENUE BY TYPE—ALL FUNDS

2%, 2%

42% m Property Taxes

B Other Taxes

M Licenses & Permits

M Intergovernmental

M Charges for Service

M Fines & Forfeitures
Grants

M Miscellaneous
Internal Service Transfers

4%
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Capital Expenditures in the FY 2013/14 Budget

Fiscal policies first adopted in the Town’s 1997 Strategic Plan set forth strategies intended to
assure that operating and capital expenditures valued less than $100,000 would be financed on a
“pay-as-you-go” basis with cash. Excess cash in the General Fund is transferred to Capital Pro-
jects Funds to enable cash appropriations for priority capital expenditures. This excess reserve
is available for appropriation for capital expenditures as directed by the Town Council. There
is no transfer of excess cash in the General Fund to the Capital Project Funds in this budget.

The Town is completing several major capital projects funded through 1) general obligation
bond issues and 2) street special assessment improvement bonds.

On September 9, 2003, qualified electors of the Town authorized the issuance of $3,555,000 in
general obligation bonds of the Town. At that time $2,030,000 in bonds were issued for police
department communications. In the fall of 2009, the Town issued $1,525,000 of the remaining
bonds for the land purchase, construction of, and equipping a third fire station. The debt service
is being paid by a 0.12% local sales tax increase that became effective in January 2005.

On October 21, 2005 the Town issued $875,000 of Special Improvement Assessment Bonds to
construct Westerly Road in the Town’s Green Valley Redevelopment Area. This was a joint
public and private project, benefiting both the abutting property owners and the Town.

In August 2009, the Town entered into a $10.6 million ($4.0 million in federal grant funding
and $6.6 million in loans) agreement with the Water Infrastructure Finance Authority of Ari-
zona (WIFA) for completion of Phase I of the C.C. Cragin pipeline and for required repairs and
replacements to the existing system. As of June 30, 2012, the Town has drawn down $3.6 mil-
lion of the loan and has drawn the maximum $4.0 million in federal ARRA grant funds. In Au-
gust 2012, $2.4 million of the loan was de-obligated and the Town made the final draw of avail-
able funds (after de-obligation) in July 2012. In 2013, the Water Division obtained another loan
from WIFA in the amount of $6,250,000 to fund the continuation of the C.C. Cragin project.

Fiscal Policy Assumptions

Financial policy guides that were used for preparation of this budget are shown in italic type-
style. Notes on how this budget conforms or deviates from past policies are shown beneath
each policy statement.

1. Maintain an annual non-appropriated General Fund Reserve equal to 5% of the esti-
mated revenue for the next fiscal year.

General Fund year-end fund balance is projected to be $394,192 or 3.04% of the estimated
revenue for the Fiscal Year 2013/14. This decline in cash balance is due to revenue shortfalls
and an extremely slow economic recovery. For these reasons, we have been unable to main-
tain a General Fund reserve per policy.

13



2. The rate of growth in General Fund operating expenditures will be less than the in-
crease in operating revenues.

General Fund operating revenues are projected to decrease by $223,639 (1.7%). The drop in
revenues is primarily due to the extremely slow economic recovery. Revenues for fiscal year
2013/14 fell short of forecasts. Increases are expected in tax, tourism & construction-related
revenues but, the slow rate of growth that was demonstrated in the prior fiscal year was taken
into consideration when calculating this fiscal year’s projections. Operating expenditures are
projected to increase $141,800 (1.1%) over the FY2012/13 budget. We are seeing increases in
the cost of insurance, fuel, and other goods and services but, departments continue to hold the
line on spending. Although operating expenditures have not increased significantly, the oper-
ating revenues are showing a slight decline and we are unable to follow this policy at this
time.

3. Excess cash in the General Fund, above the 5% non-appropriated reserve, will be trans-
ferred to the Capital Projects Fund to help fund future capital projects.

Based on the difficult economic conditions, very few capital or street projects will be initiated
this fiscal year using general fund monies. As stated above, there is no excess cash in the
General Fund. We are unable to follow this policy at this time.

4. Use lease/purchase financing for equipment acquisitions valued at more than $100,000.
Continue to allocate funds to the Equipment Replacement Fund for future equipment
acquisitions.

Due to current economic conditions, funds will not be allocated to the Equipment Replace-
ment Fund.

5. Voters of Payson will be given the opportunity to ratify the issuance of any new debt that
requires an increase in property tax or sales tax rates.

In September 2003, the voters authorized the issuance of $3,555,000 in general obligation
bonds for the purpose of 1) purchasing communications equipment including computer aided
dispatch, records management system, and mobile dispatch terminals for the police and fire
departments, 2) purchasing a computerized firearms training system, 3) remodeling the Main
Street Fire Station, and 4) constructing Fire Station #13, a new station to be located on the east
side of town. $2,030,000 in bonds was sold in September 2004 with the debt service being
paid by a 0.12% sales tax increase in January 2005. The remaining $1,525,000 authorized
funding was issued during the 2009/2010 fiscal year. There has been no new debt issued since
2005 that would affect property or sales tax rates.

14



III. COUNCIL INITIATIVES - FY 2013/14

Since 1995, the Town of Payson has been planning for the future by preparing the Corporate
Strategic Plan (CSP). In August, 2012, the Town Council adopted a new CSP. This CSP is di-
vided into ten Key Result Areas (KRA). Each KRA is more specifically defined by Priorities
and Strategies that help guide the organization. Council did not rank the KRAs as they felt all
were equally important at this time. The following Key Result Areas have been established for
fiscal year 2013/14:

KRA 1 : Economic Development, Tourism and Economic Vitality
KRA 2 : Financial Excellence

KRA 3 : Infrastructure

KRA 4 : Innovation and Efficiency

KRA 5 : Neighborhoods and Livability

KRA 6 : Social Services

KRA 7 : The Payson Team

KRA 8 : Public Safety

KRA 9 : Sustainability

KRA 10: Technology
The long-term goals identified in the Town of Payson’s General Plan serve as a guideline in the

development of the Corporate Strategic Plan. (More details regarding the General Plan and the
Corporate Strategic Plan can be found in the Planning & Performance section of this book.)

IV.  ECONOMIC FACTORS AFFECTING BUDGET DECISIONS

Preparing for Fiscal Year 2013/14 and beyond has been particularly challenging due to the un-
favorable economic situation over the last few years and an anticipated economic recovery that
has been very slow to manifest itself. The Town’s officials considered many factors during the
process of developing the budget for fiscal year 2013/14. The budget is based on increases in
most State shared revenues. While the economy appears to be recovering on a very minute ba-
sis, we continue to budget conservatively. The Town’s budget continues to be very tight as we
strive to meet our goals within our limited financial resources.

The major economic factors impacting the budget for fiscal year 2013/14 are the slow recovery
of the housing industry and financial markets. Establishment of a few new businesses in town
provides hints of improvement in the economy but, anticipated recovery is still very slow.
Capital improvements have been put on hold again and future budgets will be adversely af-
fected by these postponements. For another year, the Town was only able to pay the interest on
the operational loan from the Water Department. The rising cost of workers compensation in-
surance and an increase in the contribution rate for the public safety retirement fund have added
to our already tenuous situation. Local sales tax continues to be trending up ever so slightly.
State-shared revenues are projected to increase for the second year in a row. The increase for
Fiscal Year 2013/14 is estimated to be 3.86% higher than last fiscal year.

15



Payson is a mountain town whose water is obtained from deep wells within its corporate
boundaries. For many years, the Town Council and staff have been actively seeking additional
water sources. Recent agreements with the Federal Government and the Salt River Project have
given the Town of Payson and surrounding areas water rights from the C.C. Cragin Reservoir
which should provide Payson with its water needs for many years into the future. Until the new
C.C. Cragin water pipeline is completed, the Town has implemented policies designed to slow
down the use of our current water resources.

V. CONCLUSION

As we continue to be challenged by the economic conditions at the national, state, and local
level, we must continue to focus on our long-range financial plan to further streamline the
Town’s operations and lower costs.

The budget for fiscal year 2013/14 is committed to the Town’s policy of managing Payson’s
financial position by protecting fund balances and reserves, recommending a balanced budget,
adding new programs prudently and making decisions within the context of our long-range fi-
nancial capacity study and debt management plan.

The fiscal year 2013/14 Annual Budget asserts our commitment to meet and exceed our com-
munity’s highest priority expectations. We continue to strive to meet these needs at the lowest
possible cost to our citizens.

With final budget adoption, we wish to express our gratitude to the Department Directors of the
Town for helping to assemble this budget. The Staff has come together as a team on numerous
occasions over the last few months to discuss and resolve each budget challenge presented. We
give special thanks to the Financial Services Department staff (Hope Cribb, Janice Hopely, and
Tammy Enlow) for providing us with timely information, reports, and assistance. We would
also like to thank the Town Council for their time, consideration and support in working with
staff to make tough decisions and help direct us as we struggle with future budget uncertainties.

Respectfully submitted,

Debra A Galbraith, CGFM
Town Manager
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Quick Reference Guide

This Quick Reference Guide will help you find answers to commonly asked budget
questions. The Table to Contents will lead you to the detail sections of the budget.

If you havethisquestion..... Refer to Page
How much is the 2013/14 budget? Budget Message 7
Budget Overview/Summary 24
Financial Plan 43
What is the breakdown of dollars for Budget Overview/Summary 24
the 2013/14 budget by fund? Financial Plan 43
What are the primary sources of revenue ~ Budget Overview/Summary 24
for the Town? Revenue & Expenditure Summary 41
Revenue Summary 80
Revenue Detail 82
What does the Town spend its money on?  Budget Message 7
Budget Overview/Summary 24
Expenditure Summary 95
What is the Town’s budget process Budget Overview/Summary 24
timeline?
What are the budgeted dollars for each Budget Summary 31
department? Operating Budget 46
Department Budgets 101-267
How is the economy of the Town? Budget Message 7
Budget Summary 31
What are the capital improvement Budget Message 7
projects? Capital Project Funds 70
Capital Improvement Plan 304
What planning documents influence General Plan 270
budget priorities? Corporate Strategic Plan (CSP) 274
Capital Improvement Plan (CIP) 304
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How to Makethe Best Use of This Document

The budget document serves two distinct purposes. One purpose is to present the Town
Council and Citzens with a clear picture of the services that the Town provides and the
policy alternatives that are available. The other is to provide Town management with a
financial and operating plan that conforms with the direction of the Citizens, Council and
the Town’s accounting system. The following is a description of each section of the
budget document.

BEFORE THE INTRODUCTION: Items shown here are of a general informational
nature that apply to all sections of the budget document.

INTRODUCTION: This section includes the Town’s principal officials, organizational
chart, mission statement, core values, Town profile and budget messages.

The Town Manager’s Budget Message and the Mayor’s Budget M essage provide an
overview of the key issues, programs and policies that drove the formation of this budget.

BUDGET SUMMARIES: This section shows the overview of all the parts of the
budget: sources and uses, total financial program, revenue and expenditure summary, and
capital budget overview.

REVENUE INFORMATION: This section presents the revenue side of the budget in
both summary and detail formats.

EXPENDITURE INFORMATION: This section presents the operating budget in
summary and in detail for each Town department. This information is not shown on a
fund basis, but rather, on a departmental basis to facilitate understanding of the true costs
of departmental operations.

DEBT SERVICE: This section shows the funds used to repay debt and presents the
payment schedules for that debt.

CAPITAL BUDGET: This section presents the capital improvements budget, detail of
the capital projects, and the budget for capital equity.

PLANNING & PERFORMANCE: This section presents information regarding the
Town’s short-term and long-term planning documents and performance measures that
quantify progress towards the defined goals. An overview of the General Plan, Corporate
Strategic Plan (CSP), and Capital Improvement Plan (CIP) are included in this section.
The complete plan documents can be viewed at www.paysonaz.gov.

SUPPLEMENTAL INFORMATION: This section presents the budget resolution,
financial policies, information on staffing and selected community demographics.
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Payson has been called the “Heart of Arizona” because it is located almost exactly in the geo-
graphic center of the state. Our town of 19.5 square miles in northern Gila County is inter-
sected by State Routes 87 and 260 and is nestled just below the Mogollon Rim.
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INTRODUCTION

PAYSON PROFILE

...General Information...

Payson is located at the intersec-
tion of State Routes 87 and 260,
just 90 miles north of Phoenix,
Arizona. The Town’s boundaries
enclose 19.5 square miles in
northern Gila County. Payson is
nestled below Arizona’s Mogol-
lon Rim at an elevation of 4,982
feet and enjoys a moderate four-
season climate. It is surrounded
by the Tonto National Forest and
the world’s largest stand of virgin
Ponderosa Pines.

The Payson town site was established in 1882 with a population of 40. It was first known as
Union Park, although residents referred to the town as Green Valley. The first post office was
opened in 1884 and the postmaster officially changed the name of the town to Payson, in honor
of Senator Louis Edward Payson who was the congressional head of the Post Office and Post
Roads at the time. Payson was incorporated in 1973.

In its early years, Payson’s economy was based on logging, ranching and mining. This western
heritage still lives on in Payson through its many festivals and events. The Payson Rodeo, now
billed as the “World’s Oldest Continuous Rodeo”, came into being in 1884. The Hashknife
Pony Express also makes its annual historic run through Payson, picking up letters for delivery.

Other events include arts & crafts shows, fishing tourna-

| |ments, classic car shows, Mountain High Days Festival and

the State Championship Fiddlers Contest.

Tourism, home building, and the retirement industries domi-
nate the current economy with a growing emphasis on
manufacturing and service firms. Also being encouraged is
light industry that is compatible with the community’s
“High Quality of Life”. Payson’s major employers include
the Payson Unified School District, Mazatzal Casino, Pay-
son Regional Medical Center, and the Town of Payson.
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...-orm of Government...

The Town operates under the council-manager form of government. The Town Council, which
has policy-making and legislative authority, consists of a mayor and a six-member council. The
Town Council is responsible for, among other things, passing ordinances, resolutions, and
adopting the Town’s annual budget. They also appoint committees and hire the Town Manager
and Town Attorney. The Council is elected on a nonpartisan “at large” basis. Council members
are elected to four-year staggered terms with three Council members elected every two years.
The qualified electors of the Town directly elect the Mayor for a two-year term. The Town
Manager is responsible for carrying out the policies, ordinances and resolutions of the Council,
and for overseeing the day-to-day operations of the Town.

The municipal government consists of ten departments. Departments are headed by directors/
managers who are hired by and report to the Town Manager, Assistant Town Manager, or Dep-
uty Town Managers.

The TOWN MANAGER’S DEPARTMENT currently encompasses the Town Manager, Human
Resources, Economic Development, and Information Services. The Town Manager serves as
the Chief Administrative Officer supervising the activities of Town departments, implementing
Council policy, providing information to the media and serving as the intergovernmental liaison
for the Town. This department is also responsible for the Human Resources division which in-
cludes duties related to the administration of employee and retiree benefits, personnel policies
and procedures, recruitment, employee training and development, risk management, administra-
tion of safety compliance programs and payroll. Information Services, another division of this
department, is responsible for keeping the computer technology productive and up-to-date.
Economic Development, a new division created in FY10/11, is responsible for assisting pro-
spective new businesses and serving as an ombudsman for existing businesses. Although this
division is not currently staffed due to economic constraints, some of the responsibilities of this
division are being handled by current staff. This department is led by the Town Manager.

A restructuring of upper management was implemented in FY11/12. These changes included
the creation of an Assistant Town Manager and two Deputy Town Managers’ positions. These
new positions report directly to the Town Manager. The Assistant Town Manager oversees the
operations of Public Works, Community Development, and Recreation/Tourism. The Deputy
Town Manager (Public Safety) oversees Fire, Police, and Emergency Operations. The Deputy
Town Manager (Administrative Services) oversees Human Resources, Information Services,
Financial Services, Economic Development, and Library. The Deputy Town Manager
(Administrative Services) position has not been funded since the restructuring due to the eco-
nomic situation.
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The TOWN CLERK DEPARTMENT provides support to the Town Manager, Mayor, and Coun-
cil including council meeting agendas & minutes, elections, town code maintenance, records

management, public information requests, and public notices. This department is led by the
Town Clerk.

2013 Annual Budget

The FINANCIAL SERVICES DEPARTMENT provides support for various cost centers. In ad-
dition to accounting for the Town’s revenue and expenditures, the department also performs
cash management, accounts payable, purchasing, capital assets, accounts receivable, grant
monitoring, banking relations, monthly reporting, audit and debt service functions. The depart-
ment compiles the annual budget and prepares the Comprehensive Annual Financial Report.
This department is led by the Finance Manager.

The LEGAL DEPARTMENT represents and provides legal advice to the Mayor, Town Council
and Department Heads. Responsibilities include reviewing contracts, drafting ordinances and
resolutions, as well as providing oral and written legal opinions. This department also prose-
cutes all misdemeanor criminal matters committed within the Town limits and filed with the
Town Magistrate Court. This department is led by the Town Attorney.

The LAW ENFORCEMENT DEPARTMENT enforces local, state and federal laws in addition to
protecting citizens and their property. The department is also responsible for enforcement of all
animal control laws and licenses. The department consists of three divisions. The Communica-
tions division provides dispatch services. The General Operations division consists of law en-
forcement, records, evidence, customer service and clerical functions. The Special Operations
division consists of School Resource Officers, Animal Control, and Law Enforcement Grants.
The department is led by the Police Chief.

The FIRE DEPARTMENT provides emergency services which include responses to fire sup-
pression, medical emergencies, technical rescues and first responder operations level response
to hazardous materials incidents. The Fire Department also participates in the Wildland/Urban
Program which allows departments from all over the state to enter into agreements to facilitate

the movement of firefighting resources to any wildland fire. The department is run by the Fire
Chief.

The COMMUNITY DEVELOPMENT DEPARTMENT consists of three divisions. The Planning
& Zoning division provides land use and development services. The Building division provides
services to the building community and ensures that all structures are built in accordance with
adopted building codes. The Housing division is responsible for the housing rehabilitation pro-
gram.
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The RECREATION & TOURISM DEPARTMENT provides recreational opportunities to the
citizens. The Recreation division develops and funds all the recreational programs. The
Aquatics division oversees the pool. The Multi-Event Center division hosts large scale special
events. The Trails and Open Spaces division is responsible for the construction and
maintenance of the interconnecting trail system. The Tourism division markets the Town to
outside media. This department is headed by the Recreation & Tourism Director.

The PUBLIC WORKS DEPARTMENT provides services to support various Town departments,
such as: review of plats, development plans, street maintenance & new construction, public
works maintenance contracts and oversight of new construction within the Town’s right-of-
way. The Parks Maintenance division provides quality development and upkeep of the Town’s
park system. The Airport division provides aviation services to Payson and the surrounding
areas. The Water division is a public water utility that supplies drinking water to approximately
16,000 people within a 19.5 square mile area. This department is led by the Assistant Town
Manager.

The LIBRARY offers a variety of programs for its patrons as well as a vast collection of books
and other media. It is led by the Library Director.
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The Town Manager is responsible for proposing an
Annual Budget to the Town Council. Tradition-
ally, in late May or early June each year, the Pre-
liminary Budget is presented to the Town Council
and community. The final budget is adopted in
June. The Town’s Budget Year runs from July 1 to
June 30.

The Town retains full-time professional employees
to help develop the budget, including the Town
Manager, Finance Manager, Budget Analyst and
Department Heads. Annually, the citizens, staff,
Mayor and Town Council discuss and designate
Town priorities. The Corporate Strategic Plan and
Capital Improvement Plan serve as useful guides in
the development of the budget. The Finance Man-
ager compiles the budget requests from the depart-
ments. A budget team is assembled consisting of:

)

~ Town Manager

Deputy Town Manager Asst. Town Manager

(ouncilmember (ouncilmember

finance Manager Budget Analyst

After intense analysis and careful consideration,
the Town Manager recommends a budget to the
Mayor and Town Council that reflects the citi-
zens’, Mayor’s, and Council’s priorities.

The Annual Budget serves
four essential purposes:

FINANCIAL PLAN — projects revenues
and expenditures for the ensuing year
POLICY DOCUMENT - reflects how
approved Town expenditures are con-
sistent with overall Town policies,
initiatives, and priorities

OPERATIONS GUIDE — documents ser-
vice level commitments made by the
Town departments

COMMUNICATIONS DEVICE - de-
scribes the Town’s financial condition,
service objectives for the budget year,
and the funding sources available to
meet the objectives

To assure that the budget satisfies each
essential purpose, the Town follows an
established process. The process involves
the Town Manager, Department Heads,
Mayor, Town Council, and the public in
deliberation periods and decision points.
The public participates through direct
contact and in public hearings with the
Town Council, commissions, committees
and advisory boards.

It is the goal of the Town of Payson to involve all citizens in the budget process either in the
formulation, preparation, implementation, administration, or evaluation.
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...Budget Roles and Responsibilities...

CITIZENS OF PAYSON are responsible for participating in the formation of
the Corporate Strategic Plan and presenting it to the Town Council.

TOWN COUNCIL is responsible for establishing the Town’s Mission
Statement, reviewing and adopting the Corporate Strategic Plan, setting
the Town’s major goals and objectives, and reviewing the Town
Manager’s Proposed Budget and approval of all related documents.

TOWN MANAGER is responsible for formulating a Proposed Budget and
presenting it to the Town Council.

FINANCE MANAGER is responsible for preparing the preliminary budget
documents, assimilating and totaling the budget data, and preparing the
proposed budget document for Council consideration.

DEPARTMENT DIRECTORS are responsible for formulating the priorities of
their departments, developing the proposed program budget under their
control and submitting it to the Town Manager. In addition, they are
responsible for the daily cost management of their programs within the
approved budget.
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...Budget Process...

Forecasting is an essential part of the budget and decision making process. This process starts
by updating the Corporate Strategic Plan. The Corporate Strategic Plan is an agenda of priority
areas for the Town. It helps establish a Capital Improvement Plan that is a major component in
forming a consensus based budget process. A separate Capital Improvement Plan is also cre-
ated / updated during the budget process. Forecasting is also used in estimating revenue to be
received and expenditures to be spent. The Town utilizes a number of tools to help in the fore-
casting process including a Financial Trend Monitoring System (FTMS). The FTMS provides
one method of evaluating financial condition and identifying trends. The Town uses a conser-
vative approach when forecasting revenues.

The Town Council’s goals and policies set the direction for the development of the budget. The
Council’s main policy issues serve as guidance for the creation of the budget. These policies
are the basis upon which the Department’s budgets are formulated. In addition to the Council’s
policies and goals, each department identifies and discusses their budget requests or policy is-
sues with the Town Manager.

Creation of the individual departmental budgets gives each major responsibility center an op-
portunity to evaluate their department goals, objectives and programs. This allows them to ana-
lyze their operations and determine the needs of their departments. Departments thoroughly
review all programs and services. It is from this process that the Preliminary Budget is pre-
pared.

The Town Manager reviews all department requests and may recommend changes to depart-
ment priorities and/or projects. The amount of allocation is determined by historical spending
patterns for current programs or estimated spending for new programs. These spending esti-
mates are then adjusted to meet current economic conditions, as needed. In addition, the Fiscal
Policy defines certain budget constraints related to the Town’s projected funding sources and
reserves. In the Preliminary Budget, selection of which expenditures will be included is at the
discretion of the Town Manager according to priorities and budget policies.

The Town Manager submits to the Town Council a Proposed Budget document for the next fis-
cal year. The Proposed Budget is composed of operating budgets and capital improvement pro-
grams. Council reviews the Proposed Budget with staff through a series of public work-study
sessions. In early June, the Tentative Budget is adopted and a public hearing is held on the
State Expenditure Limitation document. In late June, a public hearing is held on the Final
Budget, which is then adopted by the Council. Within seven days of the Final Budget adoption,
a public hearing is held on the proposed Primary and Secondary tax rates and they are then
adopted by ordinance. Upon adoption, they are certified to the County Treasurer.
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...Budget Preparation...

¢ Budget Team starts meeting to discuss year-end revenue projections and
revenue forecasts for next budget year

+ Departments submit budgets and personnel requests to Financial Services

+ Finance Manager consolidates department submittals to produce initial
budget report

¢ Town Manager, Mayor, Town Council and Town staff meet to discuss
and update the Capital Improvement Plan (CIP). Mayor and Council
provide direction regarding current CIP priorities.

+ Budget Team holds meetings with individual departments to review
budget requests

¢ Budget Team proposes a Preliminary Budget based on all information
compiled in the budget development process

+ Financial Services prepares the Preliminary Budget with supporting in-
formation for presentation to Council and the public

¢ Council holds Work Study sessions with Department Directors (optional)

¢ Council accepts Preliminary Budget or requests revisions

¢ Ifrequired, Financial Services presents amended Preliminary Budget for
Council approval

...Budget Adoption...

¢ The Tentative Budget is adopted in early June

¢ The Final Budget is adopted in late June

¢ Property tax levy is adopted not less than seven days after the Final
Budget
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...Budget Execution...

Adopted budget allocations are recorded in the Town’s accounting system in detailed expendi-
ture and revenue accounts. Throughout the year, the Town monitors expenditures and revenue
receipts. Monthly reports of the Town’s financial status are made to the Town Manager,
Mayor, Council and Town staff.

Each department is responsible for reviewing the monthly financial reports and limiting expen-
ditures to the authorized budget. Financial Services staff prepares all monthly reports and com-
pletes a preliminary review. Any issues are discussed with the appropriate department. In addi-
tion, the major revenue sources of the Town are reviewed monthly and compared to projected
amounts.

Unused appropriations lapse at year-end and must be re-appropriated or absorbed into the next

year’s operating budget. Appropriations for Capital Improvement Projects do not lapse at year-
end, but are valid for the life of the project.

...Budget Amendments...
The budget is adopted by the Town Council at the fund level.
The State of Arizona Expenditure Limitation statute requires that the budget cannot be in-
creased after final adoption. Expenditures may not exceed the budgeted total of the fund with-
out the Town Council’s approval.
Department heads may request the reallocation of appropriations within a department from one
item to another (with the exception of increases in salaries, benefits, and capital improvement

projects) subject to the approval of the Town Manager.

The Town Manager, subject to Town Council approval, may reallocate appropriations between
departments.

The adopted budget cannot be amended in any way without the approval of the Town Council.
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2013/2014 BUDGET CALENDAR

Budget input open to departments

Budget Team meeting for revenue projections

Budget Team meeting for revenue projections

Department budget input completed and submitted to Financial Services
Capital Improvement Plan public meeting

Finance Manager submits initial budget document to Budget Team
Budget Team holds department budget meetings

Preliminary Budget presented to Council

Amended Preliminary Budget presented to Council (per Council request)
Adopt Tentative Budget on or before third Monday in July

Publish Budget Summary once a week for two consecutive weeks:

Hold public hearing and adopted Final Budget
Make property values provided by the Assessor available for inspection
Adopt property tax levy
(Levy must be adopted not less than seven days after Final Budget but,
on or before the third Monday in August)

Forward certified copy of tax levy ordinance to County by the third
Monday in August
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3/1/2013
3/12/2013
3/14/2013
3/30/2013

4/2/2013

4/4/2013
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5/7/2013
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>>> Basis of Accounting <<<

The basis of accounting refers to the point at
which revenues and expenditures are recognized.
“Cash basis” means that revenues and expendi-
tures are recorded when cash is actually received
or paid out. “Full accrual basis” recognizes reve-
nues when earned (rather than when received) and
expenditures when an obligation to pay is incurred
(rather than when the payment is made). Govern-
ments typically use the modified accrual basis of
accounting. Under the modified accrual basis of
accounting, revenues are recorded when measur-
able and available to finance expenditures of the
current fiscal year, or soon thereafter, to be used
to pay current period obligations. Other than prin-
cipal and interest on long-term debt, expenditures
are recognized in the accounting period in which
the liability was incurred.

The Town uses the modified accrual basis of ac-
counting and accounts for governmental funds on
a current financial resources focus. Governmen-
tal funds include:

¢ General Fund

¢ Special Revenue Funds

¢ Debt Service Funds

¢ Capital Project Funds

Proprietary funds are accounted for on an accrual
basis of accounting. Proprietary funds include:

¢ Enterprise Funds

The Town’s Water Fund, an Enterprise fund, uses
the flow of economic resource measurement focus
under the full accrual basis of accounting.

>>> Basis of Budgeting <<<

The budgetary basis refers to the form of account-
ing utilized throughout the budget process. The
Town budgets for governmental funds, which in-
cludes the General Fund, Special Revenue Funds,
Debt Service Funds and Capital Project Funds on
a modified accrual basis. Using this basis, reve-
nues (income) are recognized in the period they
become measurable and available to finance ex-
penditures of the period and expenditures are re-
corded when incurred.

The budget for proprietary funds, which include
Enterprise and Internal Service Funds, are pre-
pared using full accrual basis of accounting, with
the exceptions listed below. Under this basis,
revenues are recorded when earned and expenses
are recorded at the time the liabilities are incurred.

¢ Capital Outlay is budgeted as an expense in
the year purchased

¢ Proceeds from the issuance of debt are consid-
ered to be revenues, not an increase in liabili-
ties

¢ Principal payments are shown as expenses
rather than deductions of a liability

¢ Development fees are shown as revenue, not
capital contributions

¢ Proceeds from the sale of assets are recog-
nized as revenue; however, the gain or loss is
not

¢ Accrued compensated absences are not con-
sidered to be expenditures until paid

Fiscal year budgets are adopted by the Town
Council for the general fund, special revenue
funds, debt service funds, capital project funds,
enterprise funds and internal service funds.

The budgets are adopted on a basis consistent with
generally accepted accounting principals (GAAP).
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>>>  BUDGET DOCUMENT <<<

The budget document is prepared in such a manner as to present the budget in an easy to read and under-
standable format for all interested parties. It sets the fiscal plan to be utilized by the Town Council and
Town management to attain their goals and objectives in providing quality services at a reasonable cost
to the citizens of the Town of Payson. To meet these objectives, the budget document has been prepared
to be used as a policy document, an operations guide, a financial plan and a communications device.

...Policy Document...

The Town Council has established specific goals through policy decisions. Some of these goals and

policies are shown in the following areas:

¢ General information section describing the departments’ operations, areas of responsibility, and ob-
jectives

¢ Budget highlights section indicating any major changes within the departments required to accom-
plish their program goals and objectives

¢ Funding source section reflecting the resources to be used by the departments

¢ Summary by category section showing the historical information and expenditure commitments to
attain goals

¢ Authorized personnel sections, if applicable, showing the number of authorized positions and his-
torical data.

...Operations Guide...
The department budget pages show the actual expenditures for fiscal years 2010/11 and 2011/12, the
adopted budget for fiscal year 2012/13 and the proposed budget for 2013/14. These departmental budg-
ets show the line item actual expenditures and budgets by five major expenditure categories:
¢ Salaries and Wages — salaries and wages
¢ Personnel Benefits - fringe benefits and employee related expenditures
¢ Supplies — general supplies and minor items
¢ Other Services and Charges — repair and maintenance, contracted services, professional services,
memberships, utilities, training, insurance
¢ Capital Outlay — acquisition of operating capital items, machinery and equipment, capital repair
and maintenance.

...Financial Plan... ...Communication Device...
The major sources of revenue are presented in nu- The document contains narratives that are sim-
meric and graphical formats. The major revenue  ple and understandable. Graphs and charts are
and expenditure sources are presented for fiscal  included for quick analysis. The

years 2010/11 and 2011/12, the  document is available in the Fi-
NIy

adopted budget for fiscal year  nancial Services Department at
{ 2012/13 and the proposed budget ~ Town Hall, Payson Library, and
\fw for 2013/14 in various places  on the Town of Payson website at
throughout the document. WWW.paysonaz.com. | g )

1~
\_@:_
/

The final section of the document includes the required State budget documents as well as the Town of
Payson adoption documents.
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>>> BUDGET POLICIES <<<

The budget policies listed below create a general framework of budgetary goals and objectives. They
provide standards against which current budgetary performance can be measured and proposals for fu-
ture programs are evaluated.

...Budget Resources...
¢ The Town uses a “zero-based” resource allocation approach. Each department has the opportunity to
request their budgetary needs starting from a zero balance.
¢ Special one-time revenue sources will be used to purchase or pay for non-recurring items. One-time
revenues will not be used to support long-term operational expenditures.
¢ Expenditures from special revenue funds supported by intergovernmental revenues and special pur-
pose taxes are limited strictly to the mandates of the funding source.

...Fund Balance...
Fund balance may be thought of as the uncommitted resources of a fund. It is the policy of the Town to
construct the various fund budgets in such a way that there will be sufficient uncommitted resources to
cover cash flow needs at all times, regardless of seasonal fluctuations in expenditures or revenues, to
provide adequate reserves for emergency needs, and to provide on-going investment earnings.

...Revenues...
Revenue estimation is performed with the goal of coming as close as possible to what is actually col-
lected by year-end based upon local, regional and national economic trends. When factors affecting how
particular revenue will perform are in doubt, a conservative estimate is made.

...Debt Management...
The Town’s debt management policy is to plan and direct the use of debt so that debt service payments
will be a predictable and manageable part of the operating budget.

...Long-Range Goals and Objectives...
The Town uses the General Plan to set long range goals and objectives. The General Plan is continually
evaluated, reviewed, and amended with Council approval, to meet changing conditions as needed.

The elements of the General Plan for the Town are: Land Use (LU), Growth Area (GA), Circulation (C),
Parks, Trails and Open Space (PT), Environmental Planning (EP), Water Resources (WR), Cost of De-
velopment (CD).

The Town meets these goals by managing the pattern and rate of growth in a way that preserves existing
land use patterns; encouraging development of the Main Street area as a visitor or tourist oriented activ-
ity center; developing and maintaining a balanced motorized and non-motorized transportation system
that is efficient, cost effective and environmentally sensitive; maintaining the water, mountain views,
and watershed systems; and reaching out and being responsive to citizen concerns.
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Additional details regarding the General Plan can be found in the Planning & Performance Section of
this budget document.

The 2003 General Plan is a 120 page document that covers, in detail, the policy direction for each of the
above areas, and the methods used to determine how to accomplish that direction. Copies of the com-
plete 2003 General Plan can be obtained by contacting the Town’s Community Development Depart-
ment.

...Capital Improvements and Acquisition Process...

The Capital program in the Town has two distinct elements: the Capital Improvement Plan (CIP) and the
operating capital/equipment acquisition process. The Five Year Capital Improvement Plan (CIP) is a
separate document available on the Town website as well as in the Town of Payson Finance Department.

Capital Improvement Plan Operating
Capital/Equipment
The Five Year Capital Improvement Plan is a
long-range prioritized schedule of proposed capi- Operating capital items, such as equipment and
tal projects with estimated costs. The plan is tools, are requested by Department Directors
used to determine which projects will be included with their annual operating budget requests.
in the annual capital budget and to anticipate fu- These items, along with all other budget ele-
ture capital requirements. The plan is updated ments, are evaluated by the Town Manager.
and extended for an additional year during the These budget items are shown in the capital out-
annual budget process. lay section of each detail division budget. Oper-
ating capital items are usually funded out of the
Revenue sources are identified to cover the capi- general revenues of the Town.

tal costs submitted when possible. Approved
capital improvement projects for the current
budget year are shown in the capital budget sec-
tion of the budget.

Capital improvement projects are funded in a
number of ways, such as: federal, state and local
grants, the issuance of bonds, accumulated cash
reserves, ongoing revenue and sources as well as
contributions from other funds.

Additional information about the Five Year Capital Improvement Plan (CIP) can be found in the Plan-
ning & Performance Section of this document. The complete CIP document can be obtained by contact-
ing Payson Town Hall at 928-474-5242 or view on-line at www.paysonaz.gov.
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Revenue:

THE BUDGET

The Town continues a conservative approach to revenue projection. Due to current economic
conditions, analysis of current trends was a vital tool in establishing projected revenue figures.
Total estimated revenues and operating transfers for the 2013/14 budget total $28,174,410 a de-
crease of 18.97% over the 2012/2013 adopted budget.

Taxes 11,639,422 11,335,863 12,027,100 12,346,000
Licenses & Permits 560,528 591,827 855,200 597,900
Intergovernmental 1,267,446 1,530,928 3,003,200 1,063,800
Charges for Service 4,578,470 4,804,896 5,569,630 5,290,000
Fines & Forfeitures 134,147 116,253 135,500 125,500
Grants 572,211 633,504 1,646,500 1,568,600
Economic Stimulus 3,075,947 3,213,132 - -
Miscellaneous 2,163,749 3,974,731 10,593,170 6,506,200
Internal Service Transfers 553,770 955,575 937,954 676,410
Total Operating Revenues 24,545,690 27,156,709 34,768,254 28,174,410
Internal Service
Miscellaneous Transfers
23% 2%
\ Taxes
44%

Grants
6%
Fines &
Forfeitures
0%
Chargesfor
Service
19%

Inter-
governmental
4%

Licenses &

Permits

2%
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Expenditures:

The annual budget for the Town is divided into five major components which include all appro-
priations (all Governmental and Enterprise funds) for the Town.

¢

¢

The operating budget finances the day-to-day provisions of Town services and totals
$8,127,900.

The personnel services budget consists of the salaries and fringe benefits for all the Town’s
employees. The amount budgeted for personnel services is $12,711,800.

The capital outlay budget funds the construction or improvement of Town facilities and
infrastructure and the purchase of various types of machinery and equipment. Capital infra-
structure improvements are budgeted within the various Town accounts. The capital im-
provement project budget totals $7,924,466.

The debt service budget is used to repay money borrowed by the Town, primarily for capi-
tal improvements, and amounts to $1,376,300.

The transfers out budget of $676,410 represents the amount of funds transferred from one
fund to another and has a corresponding Transfer In budget causing a net effect of $0.

The depreciation expense for the enterprise fund is $1,028,000.

The total budget, including all six components, is $31,844,876.

Other Transfers Out
3% 2%

Capital Outlay
25%

Personnel
Services
40%

DebtService
4%

Operating
Expenditures
26%
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The following chart depicts the summary of expenditures by category, giving a two-year history
and the prior and current year’s budgets.

2010/11 2011/12 2012/13 2013/14

EXPENDITURES & OTHER USES Actual Actual Budget Proposed
Personnel Services/Benefits 10,846,951 12,245,921 12,623,600 12,711,800
Operating Expenditures 8,525,928 8,626,565 10,945,300 8,127,900
Debt Service 1,419,164 1,460,915 1,901,000 1,376,300
Capital Outlay 7,073,008 4,496,911 10,143,700 7,924,466
Other 3,452,423 2,671,869 1,028,000 1,028,000
Transfers Out 384,356 988,026 937,954 676,410
TOTAL 31,701,830 30,490,207 37,579,554 31,844,876
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SUMMARY OF SOURCES AND USES BY FUND CLASS

On the next page is the Summary of Sources and Uses Statement by Fund Group. On this sin-
gle page, the entire Town Budget is summarized and presented. The Sources and Uses State-
ment shows anticipated funds on hand when the year begins, anticipated in-coming funds, an-
ticipated out-going funds, and finally anticipated funds on hand at year end.

Sources of Funds

The top portion of the statement shows all
anticipated “sources” of funds that will be
available during the budget year. These
sources include: Beginning Fund Balance re-
serves, current year Revenues, and Other In-
coming Sources which include operating
funds transfers, loan repayments, and other
sources of funds that are not technically con-
sidered revenues but that come in during the
year and can be spent for town purposes. It
also includes the offsetting depreciation in-
come entry for a net effect of $0 on the end-
ing fund balance.

Uses of Funds

The middle portion of the statement shows all
proposed “uses” of funds, by major fund
group and by department and/or major expen-
diture classification.

Uses of funds include: Operating expendi-
tures, Debt Service expenditures, Capital Im-
provement expenditures, and other uses of
funds including operating transfers out to
other funds, depreciation expense, and inter-
fund loan repayments.

Ending Budget Resources

The last line of the statement shows projected Ending Budget Resources by major fund group.
This is the anticipated amount of funds projected to be in reserve at year-end.
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Sources and Uses by Fund Group

2013/2014 Budget
Restricted Debt Utility Total
General Restricted Capital Service Enterprise Budgeted
Fund Funds Funds Funds Funds Funds
SOURCES OF FUNDS

Beginning Budget Resources $ 573,782 $ 563,561 $ 778,822 $ 590,059 $ 5,333,689 $ 7,839,913
Revenues 11,705,300 3,767,200 14,000 405,100 4,668,500 20,560,100
Grants/One Time Revenues 707,800 730,500 817,200 - - 2,255,500
Debt Services Proceeds - - - - 4,000,000 4,000,000
Other 440,500 241,900 - - 1,028,000 1,710,400
Operating Transfers In 119,510 245,300 9,200 302,400 - 676,410

TOTAL SOURCES OF FUNDS $13,546,892 $ 5,548,461 $ 1,619,222 $§ 1,297,559 §$15,030,189  $37,042,323

USES OF FUNDS
Town Council $ 102,300 $ - 3 -3 - 8 - $ 102,300
Clerk/Elections 231,200 - - - - 231,200
Town Manager/Information Svs 685,400 - - - - 685,400
Financial Svcs/General Services 1,540,900 - - - - 1,540,900
Town Attorney/Magistrate Court 574,700 - - - - 574,700
Tourism & Economic Vitality 110,200 2,000 - - - 112,200
Human Resources 224,300 - - - - 224,300
Police 4,539,500 31,100 - - - 4,570,600
Fire 3,237,800 6,000 - - - 3,243,800
Community Development 616,300 - 180,000 - - 796,300
Public Works 523,200 1,616,200 - - - 2,139,400
Library - 334,400 - - - 334,400
Airport - 185,800 - - - 185,800
Parks & Recreation 327,100 251,100 - - - 578,200
Self Funded Insurance - 1,856,400 - - - 1,856,400
Water - - 10,000 - 4,664,500 4,674,500
TOTAL OPERATIONS $12,712,900 $ 4,283,000 $ 190,000 $ - $ 4,664,500 $21,850,400
TOTAL DEBT SERVICE $ - $ -8 - $ 656,100 § 720,200 $ 1,376,300

AVAILABLE FOR CAPITAL $ 833,992 $ 1,265,461 $ 1,429,222 $§ 641,459 $ 9,645489  $13,815,623
TOTAL CAPITAL PROJECTS $ 62,000 $§ 761,600 $ 1,185366 § - $ 5915500 $ 7,924,466

OTHER USES
Operating Transfers $ 360,500 $ 174400 $ - $ 141,510 $ - $ 676,410
Loans Payable 17,300 - - - - 17,300
TOTAL OTHER USES $ 377,800 $ 174400 § - $ 141,510 $ - $ 693,710
TOTAL USES OF FUNDS $13,152,700 $ 5,219,000 $ 1,375,366 $ 797,610 $11,300,200 $31,844,876

ENDING BUDGET RESOURCES § 394,192 $ 329,461 $ 243856 $ 499,949 § 3,729,989 § 5,197,447
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<<<REVENUE & EXPENDITURE SUMMARY>>>
. . .ALL FUND ACTIVITY—2013/2014. . .
Special Debt Capital
General Revenue Services Project Enterprise Total
Fund Activity Fund Funds Funds Funds Fund Funds
Beg Fund Bal $ 573,782 | $ 563,561 | $ 590,059 | $ 778,822 | $ 5,333,689 | $ 7,839,913
Revenue 11,705,300 3,767,200 405,100 14,000 4,668,500 20,560,100
Grants & Other Sources 1,148,300 972,400 - 817,200 5,028,000 7,965,900
Transfers, net (240,990) 70,900 160,890 9,200 - -
Expenditures 12,792,200 5,044,600 656,100 1,375,366 11,300,200 31,168,466
Fund Bal Change (179,590) (234,100) (90,110) (534,966) (1,603,700) (2,642,466)
Ending Fund Balance $ 394,192 | $ 329,461 | $ 499,949 | $ 243,856 | $ 3,729,989 | § 5,197,447

. . .2013/2014 BUDGET RECAP*. . .

Beginning Balance - All Funds

Plus: 2013/14 Projected Revenues
Plus: 2013/14 Other Sources

=Projected Ending Fund Balance

= Total Funds Available in 2013/14

Less: 2013/14 Projected Expenditures

7,839,913

20,560,100
7,965,900

36,365,913
31,168,466

5,197,447

* This considers the offsetting interfund transfers

<<<CHANGE IN FUND BALANCE>>>

¢ General Fund—Ending fund balance is projected to decrease 31.3% from $573,782 to $394,192. An ex-
tremely slow economic recovery continues to hinder efforts to accumulate a comfortable reserve. Concerns
for the low ending fund balance prompted Town Council to eliminate one position from the proposed budget
for FY'13/14 but the final dollar amount is still way below the non-appropriated general fund reserve amount
required to satisfy the established Town Fiscal Policy #1.

¢ Special Revenue Fund—Ending fund balance is projected to decline 41.5%
¢ Debt Service Fund—Ending fund balance is projected to decline 15.3%
¢ Capital Project Fund—Ending fund balance is projected to decline 68.7%

The full impact of the current economic condition is reflected in the projected ending fund balances for the above
referenced funds. Revenues are down, grants are at a minimum, and intergovernmental funding is very limited.
Department budgets have been reduced again and most capital projects have been postponed. Even with these
cuts, it has become necessary to draw on fund balance reserves to fill the gaps in the budget. More details regard-
ing impacts on these specific funds can be found in the Operating Budget Overview section of this document.
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2013/2014 FINANCIAL OVERVIEW—ALL FUNDS
2010/11 2011/12 2012/13 2013/14
Actual Actual Budget Proposed

REVENUES

Taxes 11,639,422 11,335,863 12,027,100 12,346,000
Licenses & Permits 560,528 591,827 855,200 597,900
Intergovernmental 1,267,446 1,530,928 3,003,200 1,063,800
Charges for Service 4,578,470 4,804,896 5,569,630 5,290,000
Fines & Forfeitures 134,147 116,253 135,500 125,500
Grants 572,211 633,504 1,646,500 1,568,600
Economic Stimulus 3,075,947 3,213,132 - -
Debt Proceeds - - 6,700,000 4,000,000
Miscellaneous 1,815,563 3,778,426 3,635,370 2,477,200
Other 348,186 196,305 257,800 29,000
Transfers In 553,770 955,575 937,954 676,410
Total Revenues 24,545,690 27,156,709 34,768,254 28,174,410
Less: EXPENDITURES

Salaries & Wages 8,256,440 8,211,405 8,655,600 8,696,500
Personnel Benefits 2,590,511 4,034,516 3,968,000 4,015,300
Supplies 1,185,648 1,392,546 1,525,200 1,471,200
Services 1,155,618 661,839 987,200 851,800
Utilities 992,048 1,020,256 1,062,500 1,105,600
Travel 65,797 61,185 81,300 76,000
Adpvertising & Public Relations 40,056 32,572 47,000 45,000
Rentals 100,900 103,214 37,100 44,400
Insurance 2,772,184 2,859,552 3,055,200 2,315,500
Repair & Maintenance 536,550 641,191 667,300 997,100
Miscellaneous 1,677,127 1,854,210 3,482,500 1,221,300
Capital Outlay 7,073,008 4,496,911 10,143,700 7,924,466
Debt Service 1,419,164 1,460,915 1,901,000 1,376,300
Depreciation 3,452,423 2,671,869 1,028,000 1,028,000
Transfers Out 384,356 988,026 937,954 676,410
Total Expenditures 31,701,830 30,490,207 37,579,554 31,844,876
|Revenue (under)/Over Expenditures (7,156,140) (3,333,498) (2,811,300) (3,670,466)|
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TOTAL FINANCIAL PROGRAM

The total financial program adopted for the fiscal year 2013/2014 totals $31,844,876. This

consists of the following:

2012/13 2013/14

Budget Proposed
Personnel Services/Benefits 12,623,600 12,711,800
Operating Expenditures 10,945,300 8,127,900
Debt Service 1,901,000 1,376,300
Capital Outlay 10,143,700 7,924,466
Other 1,028,000 1,028,000
Transfers Out 937,954 676,410
TOTAL FINANCIAL PROGRAM 37,579,554 | 31,844,876

Expenditure Comparison
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EXPENDITURE SUMMARY BY FUND
2010/11 2011/12 2012/13 2013/14
FUND ACTUAL ACTUAL BUDGET PROPOSED

General Fund
Special Revenue:

$ 11,266,543

$ 12,118,291

$ 13,075,100

$ 13,152,700

HURF Fund 1,704,203 1,562,665 1,655,800 1,678,700
Housing Trust Fund - - 25,000 -
Gifts & Grants Fund 258,046 124,935 85,800 28,100
Wildlands/Urban Program Fund 84,781 102,567 - -
Festivals & Events Fund 64,536 60,774 13,249 -
Bed Tax Fund 101,300 339,308 284,600 264,800
Police Dept of Justice 2,214 8,474 31,000 31,000
Police Reserve Academy Fund - 3,715 - -
Law Enf. Property Program Fund 328,477 861,680 2,000,000 -
Library fund 395,224 422,743 373,800 334,400
Magistrate Court/JCEF Fund - - 3,000 -
Magistrate Court/FTG Fund - - 1,600 -
Airport Fund 96,309 412,826 717,400 864,900
Event Center Fund 40,513 91,728 159,100 160,700
Insurance Fund 2,424,828 2,525,610 2,631,800 1,856,400

Total Special Revenue Funds

$ 5,500,431

$ 6,517,025

$ 7,982,149

$ 5,219,000

Debt Service:

General Debt Service Fund $ 114,351 | $ 155,150 | $ 252,900 | $ 145,100
ELRID Debt Service Fund 229,575 232,980 - 6,489
Westerly Rd Debt Service Fund 83,862 81,388 85,200 82,400
Rumsey Park C.O.P.'s Fund 90,040 96,440 47,500 -
Green Valley Park Debt Service 201,313 198,700 204,300 29,321
Excise Tax Revenue Obligation 129,504 128,101 130,400 131,100
General Obligation Bonds 285,237 403,779 400,900 403,200
Total Debt Service Funds $ 1,133882|S$ 1,296,538 |$ 1,121,200 | $ 797,610
Capital Project:
Capital Improvements Fund $ 118,882 | $ -1 -193 -
Equipment Replacement Fund - 618,372 12,000 -
Grant Capital Project Fund 246,783 169,330 468,700 464,500
Park Development Fund 88,600 44,991 35,000 -
Public Safety Impact Fee Fund - 110,382 - -
Green Valley Redevelopment - - - 34,866
Public Safety Construction Fund - - 160,000 160,000
Bonita Street Improvements - 2,338 380,000 381,000
Fire Station #13 Construction 1,222,153 33,673 177,605 -
Montezuma Castle Land Exchange - - 450,000 -
CAP Trust Fund 155,266 118,607 550,000 335,000

Total Capital Project Funds

$ 1,831,684

$ 1,097,693

$ 2,233,305

$ 1,375,366

Enterprise:
Water

$ 9,544,740

$ 7,741,811

$ 13,167,800

$ 11,300,200

TOTAL - ALL FUNDS

$ 29,277,280

$ 28,771,358

$ 37,579,554

$ 31,844,876
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LEGAL COMPLIANCE & FINANCIAL MANAGEMENT

To ensure legal compliance and financial management for the various restricted revenues and
program expenditures, the Town’s accounting and budget structure is segregated into various
funds. This approach is unique to the government sector. Fund accounting segregates func-
tions and activities into separate self-balancing funds that are created and maintained for spe-
cific purposes; for example Special Revenue Funds are used to account for expenditures of re-
stricted revenues, while Enterprise Funds are used to account for self-sustaining “business” re-
lated activities for which a fee is charged to cover all costs associated with that business. The
General Fund is the Town’s chief operating fund and is used to account for all financial re-
sources, except those required to be accounted for in another fund.

FUND ACCOUNTING—FUND TYPES

A fund is a group of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Town, like other state and local gov-
ernments, uses fund accounting to ensure and demonstrate compliance with finance related le-
gal requirements.

General Fund The General Fund is the primary operating fund of the Town. It
exists to account for the resources devoted to finance the services
associated with local government. It is supported by taxes, user

fees, and other revenue that may be used for any lawful purpose. This fund is used to account
for all financial transactions of the Town, except those required by law, agreements, or general
accounting standards requiring another fund type.

The Special Revenue Funds are used to account for the proceeds
of specific revenue sources that are restricted to expenditures for
specific purposes. The Town maintains the following active
Special Revenue Funds: Highway Users Revenue Fund (HURF), Gifts and Grants Fund, Bed
Tax Fund, Police Dept. of Justice Fund, Library Fund, Airport Fund, Event Center Fund, and
Medical Insurance Fund. The Festivals & Events Fund was closed in FY12/13. Law Enforce-
ment Property Program Fund, Magistrate Court / JCEF Fund, and Magistrate Court / FTG Fund
will be moved from Special Revenue Funds to Fiduciary Funds in this fiscal year.

Special Revenue Fund
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The Capital Project Funds are used to account for financial re-
Capital Project Fund sources to be used for the acquisition or construction of major
capital projects. The Town uses the Capital Project funds to en-
sure legal compliance with and financial management for vari-
ous restricted revenues. The Town maintains eleven active Capital Project Funds: General Capi-
tal Improvements Project Fund, Equipment Replacement Fund, Grant Capital Improvement
Fund, Park Development Fund, Public Safety Impact Fee Fund, Green Valley Redevelopment
Fund, Bonita Street Construction Fund, Public Safety Bond Project Fund, and the Central Ari-
zona Trust Fund. The American Gulch Improvement Fund, the Cedar Lane Improvement Dis-
trict Fund, and the Rancho del Tonto Improvement District Fund are inactive.

The Debt Service Funds are used to account for the accumula-
tion of resources for, and the payment of, general long-term debt
principal and interest and lease/purchases that are not serviced
by Enterprise Funds. It does not include contractual obligations
accounted for in the individual funds. The Town maintains four active Debt Service Funds:
General Debt Service Fund, Westerly Road Improvement District Debt Service Fund, Excise
Tax Revenue Obligation Debt Service Fund, and General Obligation Bonds Series 2004 Debt
Service Fund. Debt for Rumsey Park Certificates of Participation and Green Valley Park was
retired in Fiscal Year 12/13. The Cedar Lane Improvement District Debt Service and Rancho
del Tonto Improvement District Debt Service are inactive.

Debt Service Fund

The Enterprise Funds are used to account for operations, includ-
ing debt service, which are financed and operated similarly to
private business. The intent is financial self-sufficiency with all
costs supported predominantly by user charges. The Town has
maintained two Enterprise Funds: Water Fund and C.C. Cragin Development Fund. Starting
this fiscal year, the C.C. Cragin Development Fund will be eliminated and all Enterprise Fund
activity will be reported under one fund. Although these funds will be combined, detailed ac-
counting for C.C. Cragin expenditures will be maintained as a sub-category within the Enter-
prise Fund.

Enterprise Fund
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General Fund

The General Fund is the primary operating fund of the Town and is used to account for all fi-
nancial activity not reflected in another fund. It exists to account for the resources devoted to
finance the services traditionally associated with local government. Included in these services
are police, fire, parks & recreation, economic development, engineering, general administration
and any other activity for which a special revenue fund or an enterprise fund has not been cre-
ated. The General Fund is the largest fund and typically the fund of most interest and signifi-
cance to citizens.

>»> GENERAL FUND—REVENUE <<

General Fund resources include revenues from external sources. The Town’s major revenue
sources are Taxes, Grants, Licenses & Permits, Charges for Services, Miscellaneous, Intergov-
ernmental, Transfers In, and Fines & Forfeitures. The following table depicts the major reve-
nue sources and their respective budgets for the General Fund.

2012/13 2013/14 INCREASE PERCENT
MAJOR REVENUE SOURCES BUDGET PROPOSED | (DECREASE) | CHANGE
Taxes 10,055,200 10,344,700 289,500 3%
Licenses & Permits 855,200 597,900 (257,300) -30%
Intergovernmental 185,000 180,400 (4,600) -2%
Grants 698,800 640,400 (58,400) -8%
Charges for Service 677,300 560,500 (116,800) -17%
Fines & Forfeitures 120,000 110,000 (10,000) -8%
Miscellaneous 500,000 419,700 (80,300) -16%
Transfers In 105,249 119,510 14,261 14%
TOTAL 13,196,749 12,973,110 (223,639) -2%

Taxes represent the major revenue source in the General Fund. Tax revenues which include
town sales tax, state shared sales tax, property tax, vehicle license tax, and state shared income
tax comprise 79.7% of the total 2013/14 General Fund revenues.
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>>> TAXES <<<

Tax revenues are derived from sales tax, property tax, and vehicle taxes. This revenue source
is the General Fund’s single largest revenue source and the General Fund portion of these
taxes is used to pay for general governmental operations.

Sales Tax Revenue

The Transaction Privilege Tax (Sales Tax) is collected on the gross receipts of business activi-
ties that occur within the Town of Payson. The Town’s tax rate of 2.12%, combined with the
State tax rate of 5.6% and the Gila County tax rate of 1% equals a total sales tax rate of 8.72%,
of which .12% is used to pay for the debt service on the revenue bonds issued for Public Safety
Improvement Bonds of 2003. It is transferred into that debt service fund on a monthly basis.
The Town adopted the Model City Tax Code and has an Intergovernmental Agreement (IGA)
with the State Department of Revenue to administer and collect the sales tax for the Town. The
collected funds are deposited directly into the Town’s depository on a timely basis and the
Town is notified, by facsimile, as to the amount. Arizona cities and towns share a portion of the
total amount collected from the State sales tax. The Town’s share of the State Sales Tax is
based on the relationship of its population to the total population of all cities and towns within
the state.

Sales Tax Revenue - Millions

2013/14B —lu i '
2012/13B —— | d
2011/12 — I y
2010/11 — | ’
2009/10 | — # 1 ] : ;
0 1 2 3 4 5 6

Local Sales Tax B State Shared Sales Tax
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Changes in Sales Tax Revenue
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—&— state shared | 10.1%| 15.1%| 0.9% | -3.3% |-13.4%| -7.8% | 4.2% | 1.4% | 7.0% | 3.3%
localsales tax| 5.3% |20.2%| 2.5% | -1.1% |-10.5%|-10.5%| -1.5% | 2.3% | 3.7% | 1.8%

The anticipated economic rebound that was forecasted for Fiscal Year 2011/12 was not as
strong as projected and this sluggish economy hindered the Tourism and Economic Develop-
ment Division’s efforts to boost local sales tax revenues. Therefore, the optimistic projections
for FY 12/13 had to be scaled back in FY 13/14 to match the extremely slow pace of economic
growth that the local economy is experiencing.

In Fiscal Year 2011/12, the tenuous condition of the State’s budget caused struggling cities and
towns to endure reductions in state-shared revenues. Since then, the State’s budget situation
has shown improvement. The state-shared revenue projections for this budget year still reflects
very slow growth in Arizona’s economy but, at least, the numbers are moving in the right direc-
tion.
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Property Tax—General

The Town property tax levy consists of a primary tax levy. The primary tax levy is limited by
law and used for maintenance and operation. As of fiscal year 2012/13, the Town no longer has
a secondary property tax. The secondary tax levy was for the sole purpose of paying the gen-
eral obligation debt of the Town. It is the policy of the Town to have the citizens approve such
debt. Despite the latter not being limited by law, the total amount of debt an entity may issue is
limited by law.

Assessed Valuationsin Millions
(Tax Year/Collection Year)
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ous licenses and permits.

S>>LICENSES & PERMITS <<

Licenses & permits include business license fees, franchise fees, building permits and other miscellane-

12/138
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09/10

Construction Related Revenue
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The bulk of the revenue in this category is permit fees related to new construction. This has
been the case for several years.

Building permit revenue for the past
few years has reflected the impact of
the economic downturn. New construc-
tion was expected to increase dramati-
cally in 2012/13 when plans for the
construction of a college campus were
anticipated to be finalized. Unfortu-
nately, those plans have met with nu-
merous delays. In the mean time, con-
struction related revenues are projected
to remain relatively flat.

Franchise Fees are based on the gross sales of utility companies. Those that cur-
rently remit a tax are Arizona Public Service, Alliant Gas Company, and SuddenLink.

Franchise Fee Revenues - Thousands
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Franchise fee revenues for FY10/11 dropped based on the reduction in population and increases in indi-
vidual conservation efforts. The numbers for FY11/12 came in much higher than budgeted and the ac-
tual figures for FY12/13 are expected to exceed FY11/12 totals. Projections for FY 13/14 have been
adjusted to reflect the increased growth that has been demonstrated by this trend information.
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S SHEV R NI RN Y Arizona Cities and Town share a portion of the total amount collected

from the State’s income tax. The Town’s share of the State income tax is based on the relationship of its
population to the total population of all cities and town within the state.

STATE SHARED INCOME TAX

(MILLIONS) State shared income tax will continue to
increase for FY 13/14. This is the only
shared revenues that can be accurately
forecast since it is based on collections
from two years ago. According to the
State, income tax revenue is up again this
year so, this revenue source should con-
tinue to show improvement for the next
few years.

13/14B
12/13B
11/12

10/11

09/10

N R Pl ol Arizona Cities and Towns receive a 25% share of the net revenues col-

lected for the licensing of vehicles in their County. Each entity’s share
within their County is based on the entity’s population in relation to the County as a whole. The County
Treasurer distributes these revenues. Actual revenue for FY12/13 will come in much lower than pro-
jected so, FY13/14 figures were adjusted accordingly.

VEHICLE LICENSE REVENUE
(THOUSANDS)

13/14B
12/13B
11/12
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$810 $820 $830 $840 $850 $860 $870 $880

State Shared Sales Tax revenue is discussed on a previous page with the Sales Tax Revenue topic in an
effort to present the total sales tax revenue picture in one place.
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Intergovernmental Intergovernmental revenues come from wildland rel.mbursements, hazardous
fuels grant, SAFER grant, other grants and state entitlements.

0 T M s e Fines & forfeits include court fines and fees.

Miscellaneous Miscellaneous contains other general fund revenue sources including overhead allo-

cations, investment interest, contributions and revenues that do not fit in another cate-
gory

>>> GENERAL FUND—EXPENDITURES >»>>

The General Fund budget for 2013/14 (including transfers out) totals $13,152,700 which is
0.006% higher than the 2012/13 budget. Major expenditure categories include:

. Personnel Services 7
. Operating Expenses \':v‘;)
. Operating Transfers < A,

The following tables depict the major departments/functions in the General Fund and the
amounts budgeted in those categories.

EXPENDITURE SUMMARY BY DEPARTMENT—GENERAL FUND ONLY*

2010/11 2011/12 2012/13 2013/14

DEPARTMENT ACTUAL ACTUAL BUDGET PROPOSED
Town Council 72,003 113,444 118,300 102,300
Town Clerk/Elections 248,414 287,206 294,300 231,200
Town Manager 212,543 198,659 198,100 177,000
Town Attorney 419,417 333,338 348,900 361,600
Financial Services 217,422 341,599 331,800 332,300
Other Governmental Services 753,264 1,292,481 902,100 1,208,600
Information Services 535,263 484,192 532,500 570,400
Tourism/Economic Vitality 100,015 106,763 107,900 110,200
Magistrate Court 231,464 216,162 219,000 213,100
Police 4,091,034 4,031,966 4,375,500 4,539,500
Fire 2,457,194 2,718,099 3,571,500 3,237,800
Community Development 692,233 622,943 696,100 616,300
Public Works 469,558 437,952 410,500 523,200
Parks & Recreation 291,624 272,271 346,300 327,100
Human Resources 172,989 164,307 180,300 224,300

10,964,437 11,621,382 12,633,100 12,774,900

*Transfers not included
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EXPENDITURE SUMMARY BY CATEGORY

2012/13 2013/14 INCREASE PERCENT
MAJOR EXPENDITURE BUDGET PROPOSED (DECREASE) CHANGE
Personnel Services/Benefits 9,736,300 9,953,000 216,700 2%
Operating Expenditures 2,896,800 2,821,900 (74,900) -3%
TOTAL 12,633,100 12,774,900 141,800 1%

The General Fund consists of all Town operations with the exception of the Enterprise Fund operations,
Special Revenue funds, Capital Project funds and Debt Service funds.

Personnel Services represent a significant portion of the total General Fund

budget. In fiscal year 2013/14 salaries and benefits (health insurance, accident

insurance, disability insurance, life insurance, and retirement) account for $9,953,000 or 77.9% of the

total General Fund budget. Although there were quite a few changes to staffing and benefits, the net ef-

fect was an increase of 2.23% over the previous year for a number of reasons:

¢ Although a few positions that have been frozen for several years were funded for this budget, there
are still 15 vacant positions that continue to go unfilled pending economic recovery and one position
was eliminated.

¢ After five years without a pay increase, a 3% merit raise was included in this year’s budget.

Cost of living increases remain on hold for the sixth consecutive year.

¢ Some positions vacated in FY12/13 prompted reorganizations of those divisions to better utilize
workforce.

¢ Increases in workers’ compensation rates and Police retirement contributions also impacted this
category.

*

Personnel Services

11,000,000
10,000,000
9,000,000
8,000,000
7,000,000
6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000 . . .

20010/11 2011/12 2012/13B 2013/14B

56



Cool Mountain Town

—agsore

2013 Annual Budget

. . . o
Operating Expenditures Operating expenditures represent approximately 19% of the total General

Fund budget. This includes a wide array of expenditures. Operating ex-
penditures for 2013/14 include all normal day-to-day expenditures (i.e., engineering services, custodial
services, repair and maintenance, legal notices, equipment rental and repair, telephone and utility ser-
vices, legal and accounting services, motor vehicle repair and maintenance, minor equipment, liability
insurance, and miscellaneous supplies).

OPERATING BUDGET OVERVIEW

Operating Expenditures
4,000,000
3,000,000
2,000,000
1,000,000
- 10/11 | 11/12 | 12/13B | 13/14B

Transfers Out represents approximately 2.96% of the total and consists of the follow-
Transfers Out ing internal transfers of funds:

224-4-9399-101 To Library S 88,500
260-4-9399-101 To Airport S 66,100
430-4-9399-101 To Bonita St. S 9,200
801-4-9399-101 To General Debt Service Fund S 39,400
812-4-9399-101 To Westerly Dr. Imprv. Debt Service S 27,100

822-4-9399-101 Excise Bond Debt Service Fund 130,200

661-4-9399-101 To Water Dept - Loan Repayment S 17,300
377,800
Transfers Out
600,000
400,000
R .
10/11 11/12 12/13B 13/14B
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Summary of General Fund Revenues & Expenditures
(Operating Only)

General Fund revenues and expenditures (consisting of Operating and Personnel Services) are
listed in the following table:

PERCENT PERCENT

YEAR REVENUES CHANGE | EXPENDITURES | CHANGE | DIFFERENCE
2004/05 11,808,984 8.6% 10,163,344 6.9% 1,645,640
2005/06 13,498,218 | 14.3% 11,481,678 13.0% 2,016,540
2006/07 13,813,297 2.3% 12,338,258 7.5% 1,475,039
2007/08 14,243,975 3.1% 14,659,696 18.8% (415,721)
2008/09 12,973,526 | -8.9% 12,832,838 -12.5% 140,688
2009/10 11,687,516 | -9.9% 12,203,549 -4.9% (516,033)
2010/11 11,298,741 | -3.3% 10,964,437 -10.2% 334,304
2011/12 11,163,669 | -1.2% 11,621,382 6.0% (457,713)
2012/13* 13,091,500 | 17.3% 12,633,100 8.7% 458,400
2013/14* 12,793,110 | -2.3% 12,774,900 1.1% 18,210

*Estimated

Revenues continued to show the effects of the national economic downturn. The economic recovery
that was anticipated for Fiscal Year 11/12 was minute at best and the economy is still moving at a stag-
geringly slow pace. Construction-related revenues continue to be low and grant funding is extremely
limited. The Recreation & Tourism Department is pursuing every opportunity to expand tourism-
related revenues (sales tax & bed tax) by promoting many special events throughout the year. Town
Staff, Mayor, and Council members worked diligently to draw new business to Payson and provide sup-
port to current businesses. These efforts will continue in Fiscal Year 13/14 as the Town evaluates all
options for increasing the revenue stream.

All departments have felt the effects of another tight budget year.
The Town’s limited financial resources have meant additional cuts
in every department. Great efforts have been made in scrutinizing
expenditures, streamlining processes to maximize efficiency, and
working as a team to make every dollar count by cutting waste
whenever and where ever possible.
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Special Revenue Funds

Special revenue funds are used to account for proceeds of specific revenue sources that are le-
gally restricted to expenditures for specific purposes, other than major capital projects. The
funds are usually required by statute, ordinance, or federal grant regulation to finance specified
activities of the Town.

The Town maintains the following Special Revenue Funds: Highway Users Revenue Fund
(HURF), Gifts and Grants Fund, Bed Tax Fund, Police Department of Justice Fund, Library
Fund, Airport Fund, Event Center Fund, and the Medical Insurance Fund. In Fiscal Year 12/13,
the Town closed out the Festivals & Events Fund. For this fiscal year, the Law Enforcements
Property Program Fund, Magistrate Court / JCEF Fund and Magistrate Court / FTG Fund will
be moved to Fiduciary Funds.

¢+ Highway Users Revenue Fund (HURF) — This fund, also known as the Street Fund, is
funded primarily with State Shared monies received from the State of Arizona. The use of
these funds is restricted by Statute to the operation and maintenance of the Town’s infra-
structure such as roads, bridges, curbs, gutters and sidewalks.

+ Gifts & Grants Funds — This fund receives and expends revenues received as gifts and/or
grants to the Town. The revenues received will have a specific expenditure related to it.

¢ Festivals and Events Fund — This fund is used to track the revenues and expenditures as-
sociated with special events such as: Fiddlers Festival, Mountain High Days, FLW Out-
doors Bass Tournament, and many others. In Fiscal Year 12/13, Festivals and Events activ-
ity was moved to the Event Center Fund and the General Fund.

¢ Bed Tax Fund — This fund collects the Town’s Transient Tax of 5% of each hotel/motel
transaction. The expenditures of this fund are restricted to promotion, development and en-
hancement of the tourism industry within the Town of Payson. In FY10/11, the Town in-
creased the tax from 3% to 5%.
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+ Police Department of Justice Fund — This fund accounts for the restricted revenues re-
ceived from Federal Grants, seizures, and Department of Defense. This is money that is dis-
tributed to various Police Departments and is restricted for the law enforcement effort.

¢+ Law Enforcement Property Program Fund — This fund is used to purchase vehicles for
various Police Departments throughout Arizona. The Governor has requested that Payson
Police Department work with the various police departments in the State. This is basically a
clearing account. Starting this fiscal year, activity will be moved to a Fiduciary Fund.

¢ Library Fund - The Town of Payson’s Library is funded through a General Fund transfer
and a special property tax assessed by Gila County specifically for libraries of the County.
The tax is distributed by a population-based formula and must be used for library related
expenditures. This fund tracks that revenue and all expenditures related to the library.

+ Magistrate Court/JCEF Fund — Judicial Collection Enhancement Fund (JCEF). The State
of Arizona established a $12 penalty fee to be imposed by the local courts, in addition to
other fines. Of this fee, $9 is remitted to the State Superior Court and, $3 is retained by the
local court. The $3 is to be used for the enhancement of the collection process for penalties
and fines. Starting this fiscal year, activity will be moved to a Fiduciary Fund.

¢ Magistrate Court/FTG Fund — Fill The Gap (FTG). The State of Arizona established a
7% increase in surcharges on September 1, 1999. A portion of the increase is distributed to
Municipal Courts on a quarterly basis. The program is titled “Municipal Court Fill The
Gap” or FTG. The monies collected by this program may be used for the same purposes
that JCEF monies may be used. Starting this fiscal year, activity will be moved to a Fiduci-
ary Fund.

¢ Airport Fund — This fund was established to centralize all expenditures related to the op-
eration of the Town’s municipal airport. It is funded by user fees, grants and an operating
transfer from the General fund.

¢ Event Center Fund — This fund accounts for the costs and revenues related to the operation
of the Town’s 36-acre multi-purpose recreation area. The Multi-Event Center Arena is lo-

cated on this property and is used for rodeo events and other outdoor activities.

¢ Medical Insurance Fund — This fund is a clearing account to receive employee and em-
ployer insurance fees and then pay the insurance premium.
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>>5>> SPECIAL REVENUE FUND—REVENUE <<«<<«<

Special Revenue Funds revenue resources include revenues from internal and external sources.
The Town’s major revenue sources are Taxes, Intergovernmental, Grants, and Charges for Ser-
vices, Fines and Forfeitures, and Miscellaneous. The following table depicts the major revenue
sources and their respective budgets for the Special Revenue Funds.

2012/13 2013/14 Increase Percent

Category Budget Proposed (Decrease) Change
Taxes 1,621,900 1,651,300 29,400 2%
Intergovernmental 2,473,700 420,500 (2,053,200) -83%
Grants 453,500 573,900 120,400 27%
Charges for Service 176,000 168,700 (7,300) -4%
Fines & Forfeitures 15,500 15,500 - 0%
Miscellaneous 2,391,300 1,909,700 (481,600) -20%
Transfers In 198,100 245,300 47,200 24%
Total Operating Revenues 7,330,000 4,984,900 (2,345,100) -32%

Taxes, Intergovernmental, Grants, and Miscellaneous are the major revenues sources in the
Special Revenue Funds. These revenues comprise 91.4% of the total 2013/14 Special Revenue

Fund revenues.

The significant change in Intergovernmental is due to the fact that the Law Enforcement Prop-
erty Program was moved to a fiduciary fund starting this fiscal year. The Law Enforcement
Property Program Fund was used to purchase vehicles for various Police Departments through-
out Arizona and basically functioned as a clearing account.
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>H55> TAXES <<<<<

Tax revenues are derived from Highway User Gas Tax and bed tax.

. Arizona Cities and Towns receive a share of the State motor vehicle fuel tax.
Highway User Gas Tax i i .
The distribution formula is based on two separate calculations: the first half
is based on an entity’s population in relation to the total State population; the second half is based on the

County in which the revenues were generated. The Town must use these funds for the construction and
maintenance of streets and highways.

HURF Revenue
The increase in Highway User
A 1 1 1 Revenue Fund is due to a change
2013/148 | —— S .
| 1 1 1 that the State instituted in FY
2012/13B _I 1 1 I 12/13 that no longer shifts HURF
e | funds to the Motor Vehicle Divi-
2011/12 . ..
| | | sion. In addition, there was a
e | .
2010/11 |§ i i i change in the method used for
2009/10 —' ) calculating the amount distrib-
’ ’ ’ : ’ : ' uted to cities and towns.
1.15 1.20 1.25 1.30 1.35 1.40 1.45
Millions

Originally established in 1985, the operator of a hotel/motel in the Town of Payson charges a
transient rental tax on the transaction of a person who exercised occupancy or was entitled to
occupancy by reason of concession, permit, right of access, license or other agreement for a period of
less than thirty consecutive days. The current rate is 5% on each transaction.

Bed Tax Revenue
-1 1 | .
20137148 | —— The bed tax rate was in-
L l l creased by 2% in FY 10/11.
2012/138 | ﬁ' Continued efforts to promote
2011/128B ﬁl local events have helped keep
. this revenue source relatively
2010/11 | ||_I stable despite the economic
2009/10 | EEEE— I condition.
o # r, o r
D, Y % Y,
% % 0 0 %0
0 % % % %
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>»5>> SPECIAL REVENUE FUND—EXPENDITURES <<<<<

The Special Revenue Funds budget for 2013/14 totals $5,219,000 which is a 34.6% decrease over the
2012/13 budget. This decrease is due to the fact that the Law Enforcement Property Program was
moved to a fiduciary fund starting this fiscal year. This fund is used to purchase vehicles for various
Police Departments throughout Arizona. The Governor has requested that Payson Police Department
coordinate purchases for various police departments in the State. This basically functions as a clearing
account since the Town is reimbursed by Arizona law enforcement agencies that utilized this special
property program to obtain police vehicles.

The change in the Special Revenue Funds budget excluding the Law Enforcement Property Program
Fund totals $763,149 which is a 12.8% decrease over the FY 2012/13 budget. For this fiscal year, health
insurance premium expenditures were reduced by limiting the health insurance plan choices to high de-
ductible plans. The employer/employee premium cost split is 60/40 which remained the same as last

year.

Major expenditure categories include:

. Personnel Services
. Operating Expenses
. Operating Transfers

EXPENDITURE SUMMARY BY DEPARTMENT—SPECIAL REVENUE FUNDS

2010/11 2011/12 2012/13 2013/14
FUND ACTUAL ACTUAL BUDGET PROPOSED
HURF Fund 1,704,203 1,562,665 1,655,800 1,678,700
Housing Trust Fund - - 25,000 -
Gifts & Grants Fund 258,046 124,935 85,800 28,100
Wildlands/Urban Program Fund 84,781 102,567 - -
Festivals & Events Fund 64,536 60,774 13,249 -
Bed Tax Fund 101,300 339,308 284,600 264,800
Police Dept of Justice 2,214 8,474 31,000 31,000
Police Reserve Academy Fund - 3,715 - -
Law Enf. Property Program Fund 328,477 861,680 2,000,000 -
Library fund 395,224 422,743 373,800 334,400
Magistrate Court/JCEF Fund - - 3,000 -
Magistrate Court/FTG Fund - - 1,600 -
Airport Fund 96,309 412,826 717,400 864,900
Event Center Fund 40,513 91,728 159,100 160,700
Medical Insurance Fund 2,400,108 2,525,610 2,631,800 1,856,400
TOTAL $ 5475711 % 6517,025|8% 7,982,149 8% 5,219,000
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EXPENDITURE SUMMARY BY CATEGORY

2012/2013 2013/14 INCREASE PERCENT
MAJOR EXPENDITURE BUDGET PROPOSED | (DECREASE) CHANGE
Personnel Services 1,469,100 1,364,700 (104,400) -7%
Operating Expenditures 5,755,200 2,918,300 (2,836,900) -49%
Capital Outlay 550,000 761,600 211,600 38%
Debt Services - - - 0%
Transfers Out 207,849 174,400 (33,449) -16%
TOTAL 7,982,149 5,219,000 (2,763,149) -35%

Personnel Services—represents 26.1% of the total Special Revenue Funds budget. This category con-
sists of salaries and benefits (health insurance, accident insurance, disability insurance, life insurance,
retirement) related to the operations funded by these restricted funds.

Operating Expenditures—represent approximately 55.9% of the total Special Revenue Funds budget.
This includes a wide array of expenditures. Operating expenditures for 2013/14 include all normal day-
to-day expenditures of the programs funded by these restricted funds. The previously mentioned change
in the recording of the Law Enforcement Property Program accounts for the significant decrease in oper-
ating expenditures.

Capital Outlay—represents 14.6% of the total Special Revenue Funds total budget. Capital outlay in-
cludes all major capital improvements in these restricted funds. Due to the current nationwide economic
status, many capital projects have been put on hold. Grant funds are at a minimum and additional eco-
nomic stimulus money is not available. An increase in funding for airport capital projects is the main
reason for the change in capital outlay.

Transfer Qut—represents 3.3% and consist of the following internal transfer of funds:

* Transfer from Bed Tax Fund to Event Center Fund 90,700
*  Transfer from Bed Tax Fund to General Fund 83,700
174,400
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BUDGET SUMMARY BY FUND

2010/11 2011/12 2012/13 2013/14
FUND Actual Actual Budget Proposed
HURF Fund 1,871,566 1,313,430 1,623,700 1,606,600
Housing Trust Fund - - 25,000 -
Gifts & Grant Fund 243,197 149,461 85,800 28,100
Wildland/Urban Program Fund 127 - - -
Festivals & Events Fund 69,686 89,309 - -
Bed Tax Fund 219,568 220,569 225,000 230,000
Police Dept of Justice Fund 10,376 30,521 30,000 33,500
Police Reserve Academy Fund - - - -
Law Enforcement Property Program 333,825 870,212 2,000,000 -
Library Fund 381,841 422,742 373,800 334,400
Magistrate Court 1,401 2,085 4,600 -
Airport Fund 95,767 540,130 568,700 735,200
Event Center Fund 39,890 91,726 161,600 160,700
Medical Insurance Fund 1,424,111 2,482,609 2,231,800 1,856,400
Total Revenues 4,691,355|$ 6,212,794|5 7,330,000|$ 4,984,900
HURF Fund 1,704,203 1,562,665 1,655,800 1,678,700
Housing Trust Fund - - 25,000 -
Gifts & Grants Fund 258,046 124,935 85,800 28,100
Wildlands/Urban Program Fund 84,781 102,567 - -
Festivals & Events Fund 64,536 60,774 13,249 -
Bed Tax Fund 101,300 339,308 284,600 264,800
Police Dept of Justice 2,214 8,474 31,000 31,000
Police Reserve Academy Fund - 3,715 - -
Law Enf. Property Program Fund 328,477 861,680 2,000,000 -
Library fund 395,224 422,743 373,800 334,400
Magistrate Court/JCEF Fund - - 3,000 -
Magistrate Court/FTG Fund - - 1,600 -
Airport Fund 96,309 412,826 717,400 864,900
Event Center Fund 40,513 91,728 159,100 160,700
Self Funded Insurance Fund 2,400,108 2,525,610 2,631,800 1,856,400
Total Expenditures 5,475,711 |$ 6,517,025 |$ 7,982,149 |S 5,219,000
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DEBT SERVICE FUNDS

Debt Service funds are used to account for all interest, principal and fees incurred due to gen-
eral obligation and assessment debt of the Town, except those accounted for in the Water
Fund. They are also used to maintain debt service reserves as required by bond cove-
nants. Some bond covenants require that an amount sufficient to pay the interest and principal
on the installments of each indebtedness next maturing shall be set aside in a separate fund.

The Town currently has four bond issues, one Certificate of Participation (COP) issue and
capital lease obligations outstanding.

LEGAL DEBT MARGIN

With the consent of the citizens, the Town may be indebted up to 6% of the net secondary as-
sessed value of the property within the Town for general purposes. Also with consent of the
citizens, the Town may become indebted up to 20% of the net secondary assessed value of the
property within the Town of the purposes of water, sewer, light, parks, open space and recrea-
tion facilities.

DIRECT BONDED DEBT, LEGAL LIMITATION and UNUSED BORROWING CAPACITY

Water, Light, Sewer, Open Space, Public
Safety, Law Enforcement, Fire/Emergency
Services, Streets/Transportation Facilities

General Municipal Purpose Bonds (6%) and Parks Bonds (20%)

2013/14 Secondary 2013/14 Secondary

Assessed Valuation $ 165,538,128 Assessed Valuation $ 165,538,128
6% Limitation 9,932,288 20% Limitation 33,107,626
Less 6% Direct Bonded Less 20% Direct Bonded

Debt Outstanding 0 Debt Outstanding 3,155,000
Unused 6% Unused 20% Borrowing

Borrowing Capacity $ 9,932,288 Capacity $ 29,952,626
Revenues:

Debt Service revenues are derived from secondary sales taxes, assessments and interdepartmen-
tal transfers.
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Expenditures:

Expenditures in this fund are confined to principal and interest payments on voter approved
bonded indebtedness.

BUDGET CHANGES—3 YEARS

2011/12 2012/13 % 2013/14 %
Description Actual Budget Change Proposed Change
Debt Service $ 1,186,539 $ 1,015,400 -14.4% $ 656,100 -35.4%
Water Enterprise Debt Service 274,377 885,600 * 222.8% 720,200 * -18.7%
Total Debt Service $ 1,460,916 $ 1,901,000 30.1% $ 1,376,300 -27.6%

*Includes principal payments on WIFA loan—Cragin Project

BUDGET ANALYSIS—HISTORIC

2010/11 2011/12 2012/13 2013/14
Classification Actual Actual Budget Proposed
Debt Service $ 1,133,883 1,186,539 | $ 1,015,400 | $ 656,100
Water Enterprises Debt Services 285,283 274,377 885,600 720,200 *
Total Debt Service $ 1,419,166 1,460,916 | $ 1,901,000 | $ 1,376,300 |

*Includes principal payments on WIFA loan—Cragin Project

$2,000,000
$1,800,000
$1,600,000
$1,400,000 —
$1,200,000
$1,000,000
$800,000
$600,000
$400,000
$200,000

Water Enterprises Debt
Services

B Debt Service
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OUTSTANDING DEBT SUMMARY

GENERAL OBLIGATION BONDED DEBT OUTSTANDING AND TO BE OUTSTANDING

Issue Series Purpose Original Amount Maturity Dates
2004 Fire and police communications $ 3,555,000 7-1-05/14

Total General Obligation Bonded Debt Outstanding

Total Net General Obligation Bonded Debt Outstanding and to be Outstanding

EXCISE TAX REVENUE BOND DEBT OUTSTANDING

Issue Series Purpose Original Amount Maturity Dates
2003A Public Works Building $ 860,000 10-1-10/17

Total Excise Tax Revenue Bonded Debt Outstanding

IMPROVEMENT DISTRICT BOND DEBT OUTSTANDING

Issue Series Purpose Original Amount Maturity Dates
2005 Westerly Road Improvement $ 875,000 1-1-07/22

Total Improvement District Bonded Debt Outstanding

Principal Outstanding
$ 1,995,000
$ 1,995,000
$ 1,995,000

Principal Outstanding
$ 575,000
$ 575,000

Principal Outstanding

585,000

585,000

The tables below show the outstanding C. C. Cragin enterprise fund loan and the outstanding lease/purchase

obligations of the Town.

C. C. Cragin Project - ARRA Loan (WIFA)

Purpose Original Amount Maturity Dates Principal Outstanding
C. C. Cragin water pipeline project WIFA 1 $ 4,177,808 1/1/2010 - 7/1/2029 $ 3,412,726
C. C. Cragin water pipeline project WIFA 2 $ 6,250,000 1/1/2013 -7/1/2032 $ 6,012,631
Total Loan Outstanding $ 9,425,357
OTHER INDEBTEDNESS (CAPITAL LEASES)
Item Annual Payment Completion Date
Police Vehicles 39,300 6/25/2015
Fire Truck 105,700 11/4/2016

68



ANNUAL BUDGET DEBT SERVICE
2010/11 201112 2012/13 2013/14
ACTUAL ACTUAL BUDGET PROPOSED
GENERAL DEBT SERVICE FUND
801-5-8490-00-7950 Principal 101,737 141,477 237,500 137,300
801-5-8490-00-7951 Interest 12,614 13,674 15,400 7,800
Total 114,351 155,151 252,900 145,100

EAST LOOP DEBT SERVICE FUND

811-5-8490-00-6901 Taxes & Fees 400 - - -
811-5-8490-00-7950 Principal 210,000 220,000 - -
811-5-8490-00-7951 Interest 19,175 12,980 - -

Total 229,575 232,980 - -

WESTERLY ROAD DEBT SERVICE FUND

812-5-8490-00-6901 Taxes & Fees 225 225 200 200
812-5-8490-00-7950 Principal 45,000 45,000 50,000 50,000
812-5-8490-00-7951 Interest 38,637 36,163 35,000 32,200

Total 83,862 81,388 85,200 82,400

RUMSEY PARK COPsDEBT SERVICE FUND

820-5-8490-00-6901 Taxes & Fees 1,400 1,400 1,500 -
820-5-8490-00-7950 Principal 80,000 90,000 45,000 -
820-5-8490-00-7951 Interest 8,640 5,040 1,000 -

Total 90,040 96,440 47,500 -

GREEN VALLEY PARK DEBT SERVICE FUND

821-5-8490-00-6901 Taxes & Fees 225 450 200 -
821-5-8490-00-7950 Principal 185,000 190,000 200,000 -
821-5-8490-00-7951 Interest 16,088 8,250 4,100 -

Total 201,313 198,700 204,300 -

EXCISE TAX REVENUE OBLIGATION SERIES 2003

822-5-8490-00-6901 Taxes & Fees 5,412 2,700 3,000 3,000
822-5-8490-00-7950 Principal 90,000 95,000 100,000 105,000
822-5-8490-00-7951 Interest 34,093 30,401 27,400 23,100

Total 129,505 128,101 130,400 131,100

G.O. BONDS SERIES 2004

823-5-8490-00-6901 Taxes & Fees 300 615 600 600
823-5-8490-00-7950 Principal 200,000 215,000 220,000 230,000
823-5-8490-00-7951 Interest 84,937 78,164 74,500 66,900

Total 285,237 293,779 295,100 297,500

WATER ENTERPRISE DEBT SERVICE

661-5-5451-03-7950 Principal 273,574 254,958 580,100 448,600
661-5-5451-03-7951 Interest 11,709 19,419 305,500 271,600

Total 285,283 274,377 885,600 720,200
TOTAL DEBT SERVICE FUNDS 1,419,166 1,460,916 1,901,000 1,376,300
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>>> CAPITAL PROJECT FUNDS <<<

Expenditures for acquiring or improving capital assets or for installation or improvement of in-
frastructure are classified as capital projects. Capital projects are broken into the categories of
land, buildings, and, land and building improvements.

The Capital Project funds are used to account for major capital projects. The Town has eleven
capital project funds:

Capital Projects Fund — This fund consolidates the major projects funded by operating trans-
fers from the General Fund and general bond financing. It includes all major projects except for
the Water Fund, grant related projects, HURF Fund and other special projects funds.

Equipment Replacement Fund — This fund was reinstated last fiscal year to centralize the ac-
counting for major equipment purchases.

Grant Capital Projects Fund — This fund centralizes the accounting for all major grant fi-
nanced projects.

Park Development Fund — This fund was established for Park Development Impact Fees. The
use of these fees is restricted by ordinance to capital expenditures.

Green Valley Redevelopment Fund — The Town Council adopted the Green Valley Redevel-
opment Area Plan (Plan). The purpose of the Plan is to identify and direct specific actions,
which will assist in the return of the Main Street area as a functional contributor to the Payson
economy and the social well being of our residents. This fund was established to account for
the revenues and expenditures related to this program.

Central Arizona Project Trust Fund — In 1994, the Town entered into an agreement to assign
the Town’s Central Arizona Project Water (CAP) allocations in exchange for $4,218,797 that
was placed in a trust fund. The Water Trust Fund monies are to be used only for the purposes
of defraying the expenditures associated with investigating, planning, designing, constructing,
acquiring, and/or developing an alternative water supply to replace the CAP water assigned.

Public Safety Development Fund - This fund was established for Public Safety Development
Impact Fees. The use of these fees is restricted by ordinance to capital expenditures.

Public Safety Bond Project Fund— This fund was established to account for bond proceeds

and related expenditures pertaining to public safety system upgrades, and a computerized fire-
arms training system for the Police Department.
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Construction — Bonita Street Improvements - This fund was established to account for the
construction costs of the Bonita Street Improvement Project.

2013 Annual Budget

Construction — Fire Station #13 — This fund was established to account for bond proceeds,
acquiring land on which to build the new fire station, and construction and equipment for the
new Fire Station #13.

Montezuma Castle Land Exchange Fund — This fund was established due to the possibility
of an improvement district being formed to begin development of the site.

. . . CAPITAL IMPROVEMENTS . . .

The Capital Improvements portion of the budget includes costs to construct repairs or improve-
ments to the Town’s long-term capital plant or equipment assets. Capital Improvements in-
clude the construction of new or significant repairs to streets, parks, buildings or other facilities
that are not classified as “on-going” expenditures. Capital improvements do not include the on-
going costs to maintain or operate a facility or assets. Many capital improvement expenditures
are basically one-time in nature and replacement may not be required for 25-75 years depending
on the improvement.

Below is a table summarizing the 2013/14 Capital Improvement Budget. Estimated project
costs include engineering design and construction costs. Not included in these figures are esti-
mated costs of in-house labor involved with coordinating, managing, and/or inspecting the con-
struction of the improvements. These costs will be expensed in the operating budget.

CAPITAL IMPROEMENT EXPENDITURE SUMMARY

Type of Improvement Proposed Expenditure

Street Improvements 478,366
Airport Improvements * 679,100
Fire Improvements * 207,300
Police Improvements * 257,200
Administration 62,000
Water Improvements 6,240,500
TOTAL IMPROVEMENTS S 7,924,466

*includes grants
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RELATIONSHIP BETWEEN OPERATING AND CAPITAL BUDGETS

In most cases, the Town’s operating budget is directly affected by the CIP. Almost every new
capital improvement entails ongoing expenditures for routine operation, repair, and mainte-
nance. As they age, Town facilities and equipment that were once considered state-of-the-art
will require rehabilitation, renovation, or upgrading for new uses and safety and structural im-
provements. Older facilities usually involve higher maintenance and repair costs as well. Capi-
tal Plan Pay-as-you-go projects, grant matching funds, and payments for bonds and lease/
purchase agreement expenditures also come directly from the operating fund.

When requests are submitted for capital projects, the requesting department estimates the costs
of future operations and maintenance based on past experience and anticipated increases in the
costs of materials, labor, and other project components. This information is indicated on the
Project Information Form and taken into consideration when projects are slated for funding.

Unfortunately, for another year, the Town has had to extend and expand on the drastic reduc-
tions in funding for the capital budget. Since there are very few projects included in this year’s
budget, there is no substantial impact to the operating budget because most of the work is either
equipment only or the labor is subcontracted. There are a few projects that are budgeted based
on the receipt of grant funds. Those projects that are grant funded will not be started without
confirmation of that funding.

. . . CAPITAL IMPROVEMENT PLAN . ..

The Capital Improvements Plan (CIP) is a planning process identifying investments the Town
intends to make in capital improvements over a period of time. Capital improvements include
the facilities, infrastructure and materials needed to perform the jurisdiction’s function, and to
produce and deliver the services expected of it. Generally, Capital Improvements are a struc-
ture, improvement, pieces of equipment or other major assets having a useful life of at least five
years. Capital Improvements are provided by or for public purposes and services.

While a CIP does not cover routine maintenance, it does include renovation, major repair or re-
construction of damaged or deteriorating facilities or infrastructure systems. While Capital Fa-
cilities do not usually include furniture and equipment, a Capital Project may include the furni-
ture and equipment clearly associated with a newly constructed or renovated facility.

Payson uses a five-year planning period for its CIP. The expenditures proposed for the first
year of the program are incorporated into the Annual Budget as the Capital Budget.

One of the most important aspects of the CIP process is that it is not a once a year effort, but an
important ongoing part of the Town’s overall management process. New information and
evolving priorities require continual review. Each time the review is carried out, it must be
done comprehensively.
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Several traditionally recognized benefits could accrue to the community as the result of prepar-
ing and maintaining a sound Capital Improvement Plan. These include:

1.

The CIP shows citizens and Town officials where and when projects are expected.
The CIP process serves as a basis for the management of projects. This includes the
coordination of the efforts of various departments responsible for land acquisition,
design, construction and operation of the new facility. It also includes the manage-
ment of cash flow to ensure the funds are available and are used in the most effec-
tive way possible.

The CIP can establish a set of priorities that can be embodied in the Town’s General
Plan guiding decisions on land issues.

The CIP establishes the relationship between the desired levels of service and the
ability of the Town to fund public facility improvements. In this way, citizens are
able to work with elected officials to determine how much improvement of the
Town’s infrastructure is realistic in view of what the community is willing to pay
through existing revenues, taxes, and user fees.

The CIP establishes a reasonable multi-year spending plan that can keep the expec-
tations for public facility construction within the Town’s ability to pay. Accord-
ingly, agencies issuing bond ratings consider it very important for the Town to have
a well-considered Capital Improvement Planning process and to adopt and follow
the program closely.

The CIP ties the Town’s physical development to community goals and decisions expressed
through hearings, citizen advisory groups and such documents as the General Plan. Not only
does the CIP identify projects to meet the goals, but it also matches projects with available
funds ranging from property tax dollars and user fees to state and federal grants.

The CIP cycle incorporates key phases: planning, defining/formulating, program decision-
making, and implementation as illustrated in the chart below:

Planning

Defining/Formulating Program Decision- Implementation

Making

Long-Term Vision

Needs Identified Projects Reviewed Projects Constructed,

Operated & Maintained

Comprehensive Plan

Capital Improvement
Plan

Town Council Annual
Goals

Specific Project
Proposals

Project Financing
Identified

Projects Evaluated
Against Needs/Plans

Adoption of Funding
Package
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2013/2014 Proposed CAPITAL Projects

STREETS
202 Plotter $ 12,500
202 Pavement Preservation 50,000
430 Bonita St 381,000
$ 443,500
FIRE
403 Fire Grants $ 35,000
403 Fire Grants 152,300
403 Fire Grants 20,000
$ 207,300
WATER
460 Environmental Project $ 325,000
661 Machinery & Equipment 143,000
661 Wells 150,000
661 Radon Removal Study 30,000
661 Security Gate 20,000
661 Water Line 150,000
661 Pumps for Wells 75,000
661 Computer Equipment 5,000
661 Chlorine Generator 42,500
661 GVP Shoreline Protection 250,000
662 CC Cragin Pipeline 5,050,000
$ 6,240,500
POLICE
215 Defense 1033 - LE Vehicle $ 20,000
403 SHSGP Mobile Repeaters 32,200
403 Law Enforcement - GOHS Grant 45,000
425 LE - Radio Program 160,000
Includes grants and continuation of bond expenditures $ 257,200
ADMINISTRATION
101 Computer Equipment $ 62,000
$ 62,000
COMMUNITY DEVELOPMENT
417 Main Street Improvements $ 34,866
$ 34,866
AIRPORT
260 Environmental Assessment $ 10,000
260 Pavement Preservation 56,100
260 Echo Ramp Expansion & Taxiway 210,000
260 Runway 24 Run up Apron 403,000
679,100
TOTAL 7,924,466

This schedule does not reflect the CDBG Housing grants.
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PROPOSED CAPITAL PROJECTS BY DEPARTMENT
FISCAL YEAR 2013/2014

STREETS

AIRPORT
~ |

ADMIN
POLICE

FIRE

WATER
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101-5-1402-00-8004
101-5-1408-00-8004
101-5-2408-01-8004

202-5-3442-00-8003
202-5-3442-00-8004
202-5-3442-00-8713
202-5-3442-00-8723
202-5-3442-00-8725
202-5-3442-00-8900

212-5-2426-03-8003

215-5-2421-02-8510

260-5-4445-00-8310
260-5-4445-00-8510
260-5-4445-00-8713
260-5-4445-00-8813
260-5-4445-00-8818
260-5-4445-00-8821

401-5-1401-00-8603
401-5-1407-00-8400
401-5-2421-01-8510

402-5-1410-00-8521
402-5-1418-00-8004
402-5-2421-01-8510
402-5-2426-01-8510

403-5-2412-01-8772
403-5-2412-01-8773
403-5-2421-01-8762
403-5-2426-01-8774
403-5-2426-03-8756
403-5-2426-03-8766
403-5-2426-03-8768

409-5-2421-01-8772

417-5-6428-01-8785

425-5-2421-16-8407

CAPITAL PROJECT DETAIL BY ACCOUNTING

Office Furniture Equipment
Capital Equipment
Machinery & Equipment

Vehicles

Survey Equipment
Pavement Preservation
Airport Rd & SH87 Traffic
Town Aerial Photographs
Project - Cap Outlay

Vehicles
Defense 1033 - LE Vehicle
Environmental Assessment

New AWOS
Pavement Preservation

Echo Ramp Expansion & Taxiway

Airfield Signage & Marking
Runway 24 Run up Apron

Carpet Replacement
Financial System Implement
Law Enforcement Vehicles

Tourism Quads
Attorney Copier
Police-Patrol Vehicles
Fire Truck

Law Enforce-HSG Radio Prog
SHSGP Mobile Repeaters
Law Enf-GOHS Grant

AFG Facilities

Asst FF Prevention

FEMA Asst FF Grant #15658
State Fire Assistance Grant

LE - Radio Program
Main Street Improvements

CAD Police/Fire Comm Eq

CAPITAL PROJECTS
2010/11 2011/12 2012/13 2013/14
ACTUAL ACTUAL BUDGET PROPOSED
- 504 - -
- 4,940 - -
56,463 51,725 58,500 62,000
- 54,411 20,000 -
12,541 - - -
250,000 15,913 50,000 50,000
35,489 (3,835) - -
15,251 - - -
- - - 12,500
30,827 - - -
- - - 20,000
- - 10,000 10,000
- - 250,000 -
- - - 56,100
- - - 210,000
39,945 321,624 - -
- - 220,000 403,000
9,885 - - -
131 - - -
108,866 - - -
- - 12,000 -
- 6,269 - -
- 114,196 - -
- 497,907 - -
84,053 59,891 24,100 -
- - - 32,200
- - 36,600 45,000
- - 185,000 -
- - - 35,000
- - - 152,300
- - 75,000 20,000
- 110,382 - -
- - - 34,866
- - 160,000 160,000

76



SAgsor

Cool Mountain Town

2013 Annual Budget CAPITAL PROJECTS
2010/11 2011/12 2012/13 2013/14
ACTUAL ACTUAL BUDGET PROPOSED
430-5-3442-00-8737 Bonita Street - 2,338 380,000 381,000
433-5-2426-01-8602 Fire Station #3 Construction 1,222,153 33,673 13,000 -
434-5-3442-00-8742 Montezuma Castle Land Exch - - 450,000 -
460-5-5451-00-8007 Reserve Well Devel 45,813 - 155,000 -
460-5-5451-00-8009 Water Line - - 50,000 -
460-5-5451-00-8592 Fees - - 200,000 -
460-5-5451-00-8594 Environmental Project - - 45,000 325,000
661-5-5451-08-8000 Buildings - 133 45,000 -
661-5-5451-08-8002 Machinery & Equipment 5,228 - - 143,000
661-5-5451-08-8006 Land Acquisition - 73,880 12,000 -
661-5-5451-08-8007 Wells - 20,494 75,000 150,000
661-5-5451-08-8008 Storage Tank - 29,985 - -
661-5-5451-08-8009 Waterlines 187,854 430,209 150,000 150,000
661-5-5451-08-8313 Radon Removal Engineer Stdy - - 30,000 30,000
661-5-5451-08-8524 Computer Equipment 13,907 - 25,000 5,000
661-5-5451-08-8528 Service Truck 47,190 72,903 35,000 -
661-5-5451-08-8529 SCADA Equipment-Wells/Tanks 13,349 - 20,000 -
661-5-5451-08-8533 GV Boat Launch (157) - - -
661-5-5451-08-8581 Chlorine Generator - - 47,500 42,500
661-5-5451-08-8587 Security Gate Installation - - 5,000 20,000
661-5-5451-08-8591 Green Valley Lakes-Shoreline - - 500,000 250,000
661-5-5451-08-8794 Pumps for Wells 8,694 - 75,000 75,000
662-5-5