
City Council
Staff Report

Subject: Fiscal Year 2021 Budget Strategy
Author: Jed Briggs & Erik Daenitz
Department:Budget
Date: April 30, 2020
Type of Item: Administrative

Recommendation
Confirm the financial strategy to implement a “provisional” budget for FY2021 that 
includes significantly reducing operating budgets; deferring, delaying and cancelling 
non-essential capital projects and equipment purchases; and utilizing emergency 
reserves.

The provisional budget is fiscally responsible, maintains core community public service 
commitments, and distributes the expenditure reductions across the organization. The 
provisional budget is built upon an initial, 21% revenue shortfall projection, and will be 
revisited within 90 days from July 1, 2020, for potential re-adoption and adjustment, 
once the future financial implications of COVID-19 are better understood.

Background
In response to COVID-19, PCMC quickly activated the City’s Recession Plan in FY2020
to impose a series of expenditure reductions necessary to close a projected General 
Fund revenue shortfall of $3.9M. Looking ahead to FY2021, the Budget Department 
projects a revenue loss of, at minimum, of 21%, leading to a projected General Fund 
revenue shortfall of approximately $8.6M. The shortfall is driven by a combination of 
lost sales tax and program revenues as a result of the economic impacts of COVID-19. 

Overall, Park City’s General and Capital Improvement Funds are well positioned to help 
sustain and augment municipal operations during an economic downtown. In many 
respects, the City’s financial strategy is consistent with industry best practices in terms 
of utilize some portion of emergency and reserve funds complimented by expenditure 
reductions.  This strategy should provide the ability for PCMC to maintain core services, 
even in the most dire of circumstances.

With regard to budget timelines, staff recommends adopting PCMC’s Tentative Budget 
on May 14, 2020, as required by State law. Budget hearings and updates are planned 
at every subsequent Council meeting until final budget adoption on June 25, 2020. 

Analysis

Revenues
As discussed, with increased economic uncertainty, municipal revenue projections
remain incredibly uncertain and volatile. Nonetheless, projections are required to inform 
future expense budgets and public service levels. Generally speaking, staff has 



assumed a very slow return of sales tax revenues as the impacts of COVID-19
decrease. A full return to average levels of sales tax revenues is not expected in 
fiscal year 2021.

General Fund Revenues
Under these assumptions, the General Fund is projected to collect the following sales 
tax revenues:

General Fund – FY21 Sales Tax Revenue Projection

Source of Tax Revenue
Normal Budget 

Estimate/Historical
FY 21 Budget $, Variance %, Variance

1% Local Option $6,887,712 $4,777,068 ($2,110,644) -31%
1.1% Resort Tax $7,163,519 $4,970,850 ($2,192,669) -31%

Total $14,051,231 $9,747,919 ($4,303,312) -31%

This leads to overall revenue projections as outlined below:

FY 2021 General Fund Revenue Projections - Summary

Revenue Type
FY 2020 Revenue 

Budget

FY 2021 Budget -
Under Shutdown 

Conditions
$, Variance %, Variance

% of Total 
Revenue

Property Taxes $11,196,658 $10,412,892 ($783,766) -7% 33%

Sales Tax $15,231,123 $9,747,919 ($5,483,204) -36% 31%

Franchise Tax $3,262,000 $3,229,380 ($32,620) -1% 10%

Licenses $312,000 $324,480 $12,480 4% 1%
Planning, Building & 

Engineering Fees 
$2,397,000 $2,109,360 ($287,640) -12% 7%

Recreation $2,145,000 $1,415,700 ($729,300) -34% 4%

Other Revenue $1,505,227 $617,143 ($888,084) -59% 2%

Ice Revenue $872,000 $619,120 ($252,880) -29% 2%

Interfund Transfers $2,724,847 $2,833,841 $108,994 4% 9%

Intergovernmental Revenues $138,000 $162,840 $24,840 18% 1%

Total $39,783,855 $31,472,675 ($8,311,180) -21%

By extension, these reductions lead to an approximate $8.6M, or 21% shortfall relative 
to budgeted fiscal year 2020 expenses.

FY 2021 Revenue vs. Expenses 

FY 2020 Expense Budget FY 2021 Revenue Projection $, Variance %, Variance

$40,049,762 $31,472,675 ($8,577,087) -21%

General Fund Expenses
Staff continues to recommend implementing our Guiding Budgetary Principles (Fiscal 
Responsibility, Core Commitments and Compassion, and Shared Sacrifice) to close the 
projected fiscal year 2021 funding gap. Initially, we recommend preserving existing 
levels of municipal services, at least for the first 90 days of fiscal year 2021:



1. Operating Expense Reductions & Controls ($2.9M) – Across the board reductions incurred by 
each department in non-essential expenditure line items - tuition, training, conferences, supplies, 
equipment, materials, contract services, merit pay, overtime, hiring/open position moratorium.

2. Capital Improvement Funds – Delay, Defer, Cancel ($3.8M) – 1) $1.7M Delay capital project 
budgets, and 2) utilize 32% or $2.1M of Capital Improvement Fund balance.

3. Utilize General Fund Balance (21% or $1.7M) - Fund balances (emergency reserves) are 
meant to offset declines in revenue during times of economic distress and have been prudently 
held in abeyance for this purpose. 

Proposed Budget Reduction Detailed Analysis

Sources of Operational Expense Reductions – Targeted Reduction ($2M)
Non-personnel related department expense budgets were analyzed in detail through a 
lens of maximizing across the board reductions without materially impacting service 
levels. Though service levels will be impacted, this level of emergency and across the 
board reductions will not result in existing public service or program cancellations, at 
least for 90 days.

Sources of Personnel Expense Reductions – Targeted Reduction ($975k)
Personnel related expenses were targeted for a variety of savings using a lens to
minimize reductions in service levels and continue to take advantage of the timing and 
impacts of COVID-19. In other words, hiring moratoriums are already place, 
compensation and merit programs have been frozen, and seasonal and part time staff 
positions have been left vacant across the organization in order to produce immediate 
savings.

The proposed operating budget reductions:

FY21 - Proposed Operating Budget Reductions

Expense Type
FY 2020 Expense 

Budget
FY 2021 Expense 

Budget
$, Variance %, Variance

Materials, Supplies, Equipment $2,055,796 $1,619,700 ($436,096) -21%
Training, Meeting, Events $1,638,821 $1,194,701 ($444,121) -27%
Contingency $350,000 $150,000 ($200,000) -57%
Utilities $1,744,597 $1,707,240 ($37,357) -2%
Personnel - Merit Pay, Overtime, Part-
Time

$3,996,953 $3,022,172 ($974,781) -24%

Contract Services $ 4,434,074 $ 3,860,904 ($523,170) -12%
Other $332,700 $20,000 ($312,700) -94%
Total $14,552,941 $11,574,717 ($2,978,224)

Sources of Capital Project Deferrals
Similar to the FY2020 capital project reductions, almost all capital projects are funded
from an annual transfer from General Fund (General Fund transfer) revenue. Every 
year, the General Fund transfers between $2M and $3M to the Capital Improvement 
Fund to help pay for various capital and infrastructure projects, as well as assets. This 
budget can be carried over from previous fiscal years (carryforward) or would normally 
be part of the transfer for FY2021. 

Delaying a capital project frees up the General Fund transfer revenue and allows those 
funds to be applied to the General Fund to bridge the COVID-19 related financial gap. In 



FY2021, project managers were already aware that the majority of projects will not have 
funding available until at least FY2022, or until the economy improves.

Sources of Fund Balance

1. Capital Fund Balance – (32% or $2.1M) - Capital fund balance at the end of 
FY2021 is projected at $6.4M, prior to any recommended fund balance reductions to 
help offset shortfalls. Staff recommends utilizing some of this emergency reserve in 
FY2021.

2. General Fund Balance – (21% or $1.7M) - Due to using $750k to help bridge some 
of the FY2020 funding gap, General Fund balance is projected at $8.00M. Staff 
recommends utilizing more of this emergency reserve in FY2021. 

In summary, staff proposes continuation of our Guiding Principles to help close the 
projected $8.6M FY2021 shortfall. These Principles provide a balanced approach to a
very damaging economic event with potentially long-term ramifications for PCMC 
service levels.  By utilizing our Principles, at least in the near term, PCMC can continue 
meeting community needs and distribute the sacrifice across the organization to 
minimize impacts to the public.

Transportation Fund
Currently, the Budget Department projects a $5.5M shortfall to Transit related incomes 
(predominantly sales tax revenue). The same volatility and level of future revenue 
uncertainty exists with the Transit revenues as exists within the General Fund revenues,
described above. Similarly, staff hopes to have a clearer financial picture within 90 days 
into FY 2021.  Accordingly, Transit is also in full operational recession mode, leaving 
positions vacant, not hiring seasonal drivers, and host of other cost savings measures.

Staff will be looking at how to make up next year’s shortfall through a variety of
operating and capital reductions, as well as using some amount of Transportation Fund 
balance. The level of service needed to operate Transit will undoubtedly decrease next 
year, and staff plans to provide a funding strategy to reflect the decreased demands 
(lower levels of services, reductions in the number of special events, etc., etc.).

Water & Storm Water Funds
The Stormwater Fund remains financially viable even with the proposed short-term 50% 
fee reduction and temporary suspension of late fees. Staff is already recommending 
significant equipment and project delays to reduce the burden to ratepayers, including:

 Vactor truck;



 Street sweeper;
 Dump station; and
 Payday Drive stormwater improvements.

When Council authorized the recent water revenue bond and received a very favorable 
interest rate, staff recommended consolidating the FY2020 and FY2021 water revenue 
bond issuances into a single issuance. The City’s financial advisor strongly 
recommends combing the FY2020 and FY2021 issuances, with a potential cost savings 
to ratepayers of approximately $250k/year, or ~$5M over a 20 year bond.

The Water Fund, on the other hand, also remains financially viable, even with a 
projected 10% revenue reduction in FY2020, and 23% reduction in FY2021, 2022, and 
2023. Future rate increases are still anticipated at 3% per year.

Exhibits
A – FY21 List of Capital Improvement Projects to Delay/Defer


