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Introduction

Greetings:
Welcome to your Town’s transparency in Financial reporting. In the
spirit of transparency and full disclosure, I am pleased to present the
Paradise Valley’s first Popular Annual Financial Report (“PAFR”).
This PAFR summarizes the financial activities of the Town with brief
analysis of where the Town’s revenues come from, where those dollars
are spent and trends in the local economy.
This PAFR is being introduced as means of increasing and maintaining
public confidence and trust in the Town’s government. The PAFR is
specially designed to be a reader friendly financial report that we
believe you will find transparent, relevant and hopefully interesting.
The statements contained in this PAFR condenses and simplifies
information taken from the Town’s 2018 Comprehensive Annual
Financial Report (CAFR). The CAFR is audited and comprised of more
than 130 pages of detailed financial statements, note disclosures,
supplemental schedules and statistical tables.
This PAFR is not audited and does not conform to U.S. Generally
Accepted Accounting Principals and governmental reporting standards
as the CAFR is required to. But… the PAFR is easier to read.
As you review this report, we invite you to share any questions,
concerns or comments you may have. We also encourage you to
review the Town’s Comprehensive Annual Financial Report (CAFR), the
Budget and other financial documents accessed from the Town’s
website at paraadisevalleyaz.gov/finance.
Respectfully,

Douglas W. Allen
Chief Financial Officer
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OVERVIEW

HISTORY

Named by Time Magazine as the “Best Place to Live” in Arizona, the
Town of Paradise Valley is a small suburb nestled in the mountains
between Scottsdale and Phoenix. The Town is predominantly
comprised of residential and resort properties. Paradise Valley’s
highly educated residents are actively engaged in the community and
its local government. The Town has as many volunteer positions as
employees, including its all-volunteer Council and Municipal Court
judges.
Paradise Valley is home to many world-class destinations: El Chorro
Lodge, Doubletree Paradise Valley, Hermosa Inn, Hyatt ANdAZ, JW
Marriott Camelback Inn, Mountain Shadows Resort Omni Montelucia,
Scottsdale Plaza, Sanctuary of Camelback, Smoke Tree, and coming
soon, the Paradise Valley Ritz Carlton.

During the late 1800s, cattle grazed in the area surrounded by the
McDowell Mountains to the east and Camelback Mountain to the south. In
the 1880s, the Rio Verde Canal Company turned this open grazing area
into irrigated farmland. In 1889, the Rio Verde Canal Company sent three
surveyors to this area who were so taken by the beauty and tranquility of
the desert landscape that they named this area Paradise Valley.

BASIC FACTS

Settlement in Paradise Valley did not begin in earnest until post World War
II. Paradise Valley, which is in Maricopa County, was a rural residential
area with few commercial entities. Though the homes were modest in size
and style, they were on large parcels of land, usually one to five acres.
In the late 1950s, Phoenix and Scottsdale were looking to expand their
respective boundaries. Residents who lived in Paradise Valley area feared
that they would lose the rural lifestyle they had become accustomed to and
would soon be swallowed up by Phoenix or Scottsdale, and eventually
subdivisions, shopping centers, new zoning laws and property taxes would
be a commonality.
These concerned residents formed a “Citizens Committee for the
Incorporation of the Town of Paradise Valley, Arizona”, who set out with
petitions urging residents to join them in their attempt to incorporate
Paradise Valley. The residents’ main goals were to keep zoning to a one
house per acre minimum; to keep the area entirely residential; and to keep
government regulations to a minimum. In April 1961, the Citizens
Committee for Incorporation presented their petition to the Maricopa County
Board of Supervisors. On May 24, 1961, incorporation was granted and the
Town of Paradise Valley was established.
Throughout the Town’s 50plus-year history, the
residents have strived to
preserve the Town’s original
mission –
“to maintain a residential
community in a quiet and
country-like setting with
little government
intervention.”
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TOWN GOVERNMENT

TOWN SERVICES

As a general law town prescribed in the Arizona Revised Statutes, the Town
government operates under the Council‐Manager form of government.
Policy making, and legislative authority are vested in the Town Council,
which consists of seven Council members. The Mayor is elected by voters
to a two‐year term and the six Council members are elected to staggered
four‐year terms. The Council selects the Vice‐Mayor.

The Town provides a limited range of services, including police, courts,
construction and maintenance of streets, planning and building services.
Fire protection services are provided through an intergovernmental
agreement with the City of Phoenix. The City of Scottsdale provides
wastewater treatment services through an intergovernmental agreement
for approximately 60% of the geographic area of the Town and the City of
Phoenix provides sewer service to the remaining 40%. Water services are
provided by the City of Phoenix and two private water companies. Solid
waste and Ambulance services are provided by private companies.

ORGANIZATION CHART

Right‐to‐left: Councilmembers Scott Moore & Paul Dembow; Vice Mayor Jerry Bien‐Willner;
Mayor Michael Collins; Councilmembers Julie Pace, David A. Sherf, and Mark Stanton

The Town Council is responsible for, but not limited to, the adoption of
local ordinances, the Town budget, the development of citizen advisory
committees, and the appointment of the Town Manager, Town Attorney
and the Municipal Court Presiding Judge. The Town Manager is responsible
for implementation of the policies of the Town Council and administering
day‐to‐day Town operations.

Brian Dalke
Interim Town Manager

04

Andrew Miller
Town Attorney

J. Tyrrell Taber
Presiding Judge
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Revenue

GOVERNMENTAL REVENUE

For fiscal year 2018, total revenues for the Town’s governmental
operations were $32,858,741. Revenue categories are:
 Taxes account for the majority of governmental revenue (63%).
This includes the “transaction privilege (sales) tax” and the
“occupancy (bed) tax”. The Town does not have a “Town
property tax”.
 Intergovernmental is the second largest revenue category
(15%). This includes the state shared sales tax, income tax,
and vehicle tax; the highway user fund revenue (HURF); and
federal and state grants.
 Fines and forfeitures are various public safety fees such as
impound, process service, jail and defense fees.
 Licenses and permits include building, grading, evacuation,
sub-division, right-of-way and special use permits: and plan
review, fire marshal, development and hillside application fees.
 All other are all other revenue not categorized above.
The chart below and bar graph to the right and chart below shows a
10-year history of governmental revenue by category. The pie graph
to the right shows revenues for 2018 by category.
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Revenue

SALES TAX COLLECTIONS AND POLICIES

INVESTMENT IN TOURISM

There are numerous categories and taxable activities within the local
transaction privilege (sales) tax, but is best separated in three (3)
distinguished categories: Construction, Retail & Hospitality, and All
Other.

Retail & Hospitality is a critical element and contributes greatly to the
Town’s character. These services generate a growing portion of the
Town’s operating revenue. The room tax charged in hotels, known as
the Occupancy (bed) tax has more than doubled since 2009.

Construction is generally considered a one-time revenue, because
once the construction is completed and the tax is collected the activity
is done. Per Town policy, all construction sales tax received in excess
of $500,000 is transferred to the Capital Improvement Program.

The Town and Scottsdale dedicate significant resources to invest in
tourism promotion through a contract with “Experience Scottsdale”.

Retail & Hospitality has a recently become a significant category with
its recent growth and potential to be increasing year-to-year.

 When preparing the annual budget, the Town commits to invest
40.9% of its most recent audited Occupancy (bed) tax collections.
 For example in audit year 2017, the Town collected $3,701,738 in
bed taxes; then 40.9% was invested in budget 2019 ($1,514,011).

The line graph below shows the three (3) main categories for local
sales tax from 2009-2018 (in millions).

The graph below displays the bed tax collections since 2005 and the
portion set-aside for Tourism and used for the Town’s operations.
The graph below shows capital assets for 2018 and the chart below
has a five-year history, by capital asset type; in millions.
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Staffing Levels

Public Safety Retirement

ALL TOWN SERVICES

PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

Staffing levels are measured in full-time equivalents (“FTEs”). In
2018, the Town employed a workforce of 91 FTEs with the Police
department being 46% of total staffing. The Town utilizes contract
service providers for fire, water, wastewater, ambulance and
garbage services. The graph below shows a 10-history of FTEs.

Sworn police officers participate in the Public Safety Personnel Retirement
System (“PSPRS”).

Routine maintenance by Police &
Information technology (below)

The Town Council adopted resolution 2016-19 to reduce the unfunded
liability as “quickly as reasonably possible”. In 2018, though the Town’s
actuarial liability increased to $34.9 million, the plan assets increased to
49% and the unfunded liability decreased to 51% of the total.

Public works performing landscaping
(left) and mill overlay (top)
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In 2016, the Town’s total actuarial liability was $29.0 million; the Town’s
unfunded liability was $21.3 million (73% of the total); with the
percentage of plan assets (funded liability) of 27% of the total liability.

Town of Paradise Valley, AZ

The graph below compares the unfunded liability and plan assets . The
chart below also includes the Town’s required rate that is expected to
decrease as the unfunded liability is reduced.
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Expenditures

Expenditures

WHERE THE MONEY GOES TO…

GOVERNMENTAL OPERATIONS

The chart below and bar graph to the right illustrate a 10-year history
of the Town’s expenditures for governmental operations. The pie
graph to the right displays the Town’s spending in fiscal year 2018.

For fiscal year 2018, two-thirds of expenditures are in the General
government and Public safety combined. Highways and streets, and
Capital outlay account for 16% and 12%, respectively; and Debt
service accounts for 5%.

 General government includes services from the Town manager’s
office, Community Development, Engineering, Finance,
Information Technology, Town Clerk, Town Attorney, Municipal
Court, Post Office, Facilities, Fleet Management, and investments
in tourism.
 Public safety is solely the police department in the 2018 financial
statements. This includes functions of patrol, investigations,
dispatch, administration, and all other services provided by the
police department. Expenditures include personnel, purchasing
and maintaining equipment, facilities, technology and vehicles
 Highway and streets is managed by the Public Works
department.
Expenditures are associated with the Town’s
maintenance program for 145 linear miles of paved asphalt
streets. The Town is divided into 15 maintenance sections,
averaging 9.4 linear miles each. Generally, surface treatment
maintenance is applied to three sections each year. All pavement
is monitored through a Pavement Conditions Index to assist staff
in determining which pavement treatment is required.
 Capital outlay is the construction and purchase of capital assets
that are not part of a departments operating budget.
 Debt service are costs of paying leases and long-term bonds.
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Financial Statements
STATEMENT OF NET POSITION

 ASSETS = Current and other assets: Assets expected to convert to
cash or use within one year. Capital assets: The Town’s investment of
long term assets that are depreciated over their estimated useful life.
 LIABILITIES = Current liabilities: Primarily debts that will be paid
within one year. Long-term liabilities: This represents debt and other
obligations that are payable in more than one year.
 Deferred outflows / inflows of resources are expense and revenues
that have been incurred / received but are not yet being recognized until
a future period.
 NET POSITION = Total Net Position for 2018 was $100,790,965. This
is 7.5% higher than last year. The reduction in Investment in capital
assets is attributed to depreciation of existing assets. Restricted net
position represent resources set aside and designated for a specific
purpose. Unrestricted net position is the value of available resources
for the Town if no additional revenue or resources are obtained.
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Financial Statements
OPERATING STATEMENT

 REVENUE: The Town’s sources (inflow) used to pay for Town services.
 EXPENDITURE: The Town’s uses of sources (outflow).
 NET TRANSFERS: Sources moved from or (to) the Town’s Enterprises.
A positive number is an inflow and brackets is outflow.
 CHANGE IN FUND BALANCE: Revenue–Expenditure +/- Net Transfer.
 FUND BALANCE: The amount the Town carries forward to next year.

These financial statements derived from the Town’s Comprehensive
Annual Financial Report (CAFR) that is accessible via the Town’s website.

Popular Annual Financial Report 2018
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Financial Statements

Enterprises

BUDGET COMPLIANCE

BUSINESS‐TYPE OPERATIONS

A department is not permitted to exceed its final Council approved
spending authority. Overall, the Town used 58.1% of its $46,196,900
final budget. Unused portions of the 2018 budget are not lost. All
unspent resources from 2018 have carried into next fiscal year 2019.

The Town’s “Enterprises” are considered “Proprietary funds” and use
an accounting basis that is similar to businesses. The Enterprises
distinguish operating from nonoperating items. Operating revenue
and expenses result from providing services and producing and
delivering products in connection with an Enterprise’s principal
ongoing purpose. The Town has three (3) Enterprises:

The chart below demonstrates that all Town departments ended the
fiscal year within their legal spending authority limits (Budget).

 FIRE SERVICES: The Town has contracted with the City of
Phoenix to provide fire services. The Town constructed and
maintains two fire stations. Emergency medical services are
provided by a private company which operates from leased Town
property. Fire service rates were designed to recover operating
costs, but not construct fire stations. There are residential and
commercial rates based on the zoned use of the property.
 WASTEWATER: The Town provides wastewater services to both
residential and commercial customers who are connected to the
Town-owned sewer system that covers 60% of the Town’s
geographical area. The Town contracts the City of Scottsdale to
operate and provide maintenance and treatment services to the
system. The City bills the Town for these services; and the Town
bills its customers directly. Customer bills include a base rate
charge and a commodity charge which is based upon winter water
consumption. Services provided by Phoenix are directly billed to
the customers and is not included as a Town Enterprise.
 ALARM SERVICES: The Town provides alarm system monitoring
services. The rate structure for both residential and commercial
customers is designed to recover the costs of providing services.
Number of Customers
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Enterprises

Enterprises

STATEMENT OF NET POSITION

OPERATING STATEMENT

 ASSETS = Current and other assets: Assets expected to convert to
cash or use within one year.
Capital assets: The Enterprise’s
investment of long term assets that are depreciated over their estimated
useful lives.
 LIABILITIES = Current liabilities: Primarily debts that will be paid within
one year. Due to general fund: This represents a loan from the general
fund being repaid over the course of multiple years.
 NET POSITION = Investment in capital assets is the investment each
enterprise has in its capital assets. Unrestricted net position is the
value of available resources for each Enterprise if no additional revenue
or resources are obtained.

Enterprises use “full accrual” basis for accounting. This is virtually the
same accounting basis used by businesses. These financial statements are
not audited and derived from the Town’s audited Comprehensive Annual
Financial Report (CAFR). The CAFR can be accessed via the Town’s website.
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 OPERATING REVENUE: Income from providing services to customers.
 OPERATING EXPENSES: Costs associated with providing services.
 NONOPERATING REVENUE (EXPENSE): Revenue and costs not
directly associated with providing services to customers.
 NET TRANSFERS: Amount transferred “from” or “to” the Town’s
governmental funds.
 CHANGE IN NET POSITION: Revenues – Expenditures.
 NET POSITION: The residual of all elements presented in the financial
statements.
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Cash and Investments

Capital Assets

POLICY AND OBJECTIVES

COMPOSITION OF CAPITAL ASSETS

The Town’s investment policies are based on Arizona state law and
prudent governmental management of public money. The primary
objectives of the Town’s investment policy are:

Capital assets are assets with an initial cost in excess of $5,000 and
has an estimated useful life of more than one year. Depreciation is
allocated to the asset each year over its estimated useful life,
reducing its value. Estimated useful lives for depreciation are:

 Compliance: Only invest as allowed under law;
 Security: Preserve and protect public funds;
 Liquidity: Access to cash as needed; while maintaining:
 Diversification: Mitigate market risks; and then,
 Yield: Market value return of investment.
The graph below shows investments for 2018 and the chart below
has a five-year history, by investment type (in millions).
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Land
Sewer capacity rights
Land and building improvements
Infrastructure and sewer lines
Machinery, equipment and vehicles

Not depreciated
Not depreciated
25 years
50 years
3 to 20 years

The graph below shows capital assets for 2018 and the chart below
has a five-year history, by capital asset type (in millions).
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Bond Funded Projects
EXCISE TAX REVENUE OBLIGATIONS, SERIES 2016
In 2016, the Town issued general obligation debt for the construction
of the public safety tower, street improvements, and other projects.
This was done through a direct placement loan (revenue obligations)
with an interest rate of 1.69% payable semi-annually.

Bond Funded Projects
REPAYMENT SCHEDULE
The Town’s remaining repayment schedule is as follows:

This pledged revenue structure is not subject to debt limitations; and
use of the bond proceeds are exempt from the State’s mandated
expenditure limitation.
Several projects have been completed significantly under budget.
The Town will have the opportunity to benefit from this low interest
rate to possibly fund other needed capital in the Town. A current
project listing is presented below.
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Other information

Other financial documents

FOUND ON THE TOWN’S WEBSITE
The General Plan is the primary tool for guiding
the future of the town in its efforts to enhance a
livable and sustainable environment that is
sensitive to issues which impact the people who
live, learn, work and play in Paradise Valley.
On March 13, 2012, Paradise Valley voters
approved the General Plan with 80% of the vote.
The Stormwater drainage design manual
provides guidance for complying with specific
federal, state, county and town regulations
applicable to floodplain management, water quality,
and stormwater management.
It presents guidance for preparing drainage reports
and grading plans using the design standards
adopted by the Town, County, State, and Federal.

The Town’s Comprehensive Annual Financial
Reports (CAFRs) are audited and are comprised
of more than 130 pages of detailed financial
statements, note disclosures, supplemental
schedules and statistical tables.
The Town’s CAFRs have received the GFOA
Certificate for Excellence in Financial Reporting
each year since 2009.
The Budget Documents are adopted annually
and serves a role as a Policy document, Financial
plan, Operations guide and Communication
medium. The budget document represent an effort
by the entire organization to provide transparency
in the Town’s operations and financial plans.
The GFOA Distinguished Budget Award was first
received for the 2017/18 budget document.
The Town’s Popular Annual Financial Report is a
derived from the CAFR and designed to be a reader
friendly financial report that we believe you will find
transparent, relevant, and hopefully interesting.
This PAFR is not audited unlike the CAFR. But… the
PAFR is easier to read!
The 2018 PAFR is being reviewed by GFOA to
determine eligibility for their PAFR award program

The Town Council meets on the
second and fourth Thursdays of
each month, except for November
and December when they meet on
the first and third Thursdays. All
meeting
are
streamed
live.
Achieves, agendas and minutes are
available on the Town's website.
The Town Reporter is a periodical newsletter that
is sent to every resident of the town.
The Town Reporter is composed of recent
information and happenings within the Town.
The Town Reporter has been published by the
Town every year since 1961.

24

www.paradisevalleyaz.gov

Town of Paradise Valley, AZ

The Expenditure Limitation Report (ELR) and the Highway User
Revenue Fund (HURF) compliance letter are two reports required
by Arizona law. The ELR reports on the Town’s standing on the
State’s mandated Expenditure limitation. The HURF letter validates
the Town’s compliance with Arizona’s regulations for the expending of
HURF funding.
Both reports are examined by an independent auditing firm who
issues an opinion on the Town’s representations in these reports.
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MISSION & VISION STATEMENTS
Providing high quality public service to a community
which values limited government; making every effort
to enhance the community’s unique character for its
residents and people from around the world.

LEADERSHIP
Mayor: Michael Collins
Vice Mayor: Jerry Bien‐Willner
Councilmembers:
Paul Dembow
Scott Moore
Julie Pace
David A. Sherf
Mark Stanton
Town Manager (Interim): Brian Dalke
Town Attorney: Andrew M. Miller
Presiding Judge: J. Tyrrell Taber
Deputy Town Manager: Dawn Marie Buckland
Chief of Police: Peter Wingert
Public Works Director: Brent Skoglund
Town Engineer: Paul Mood
Community Development Director: Jeremy Knapp
Municipal Court Director: Jeanette Wiesenhofer
Chief Financial Officer: Douglas W. Allen, CPA
Chief Information Officer: Steven Brunasso
Human Resources: Jinnett Hancock
Town Clerk: Duncan Miller

