
 LONG-TERM FINANCIAL PLANNING
 

 

Background 
Gilbert maintains a keen focus on long-term financial security. Three organizational focus areas (strong 
economy, prosperous community, and exceptional built environment) have been adopted to help 
support the Town’s efforts to avoid the typical rise and decline of cities. Gilbert wants to break the cycle 
and remain a stable, vibrant community. The long-term financial planning efforts described in this 
section highlight some of the ways Gilbert is working to maintain a strong economy. 
 

 
 
General Fund Long-Term Financial Model 
Gilbert prepares an annual update to the Long Term Financial Plan (LTFP).  The plan is a tool that 
provides Council and citizens with information necessary to understand Gilbert’s financial condition.  
This dynamic tool allows the Town policy makers and staff to envision how the future might look if 
revenue and expenditure trends continue. The long-term financial impact of today’s decisions can also 
be projected.  
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Results: FY 2019 expenditures are represented as higher than anticipated revenues because one-time 
fund balance from unspent money in prior years is being used for capital projects in FY 2019. 
Retirement costs are anticipated to decline in FY 2022 in response to the Town reaching target funding 
levels in the Public Safety Retirement System (PSPRS) retirement system. This would allow 
contribution rates to return to the lower, actuarially required normal contribution rate. Sales tax is the 
largest General Fund revenue source and is conservatively projected at $5m of growth per year. Actual 
growth over the past five years has been an average of $5.7m per year. A flat dollar amount is used 
instead of a percentage rate so that as the Town continues to grow, the ratio of sales tax growth to total 
sales tax naturally declines over time. Overall, the revenue and expenditure trends are staying in close 
proximity which indicates a good long-term structural balance.  
 
What changed from last year: In the FY 2018 LTFP, average salary growth was set at 4% based off a 
10 year average. In the FY 2019 model, the rate was decreased to 2.5% because of a high 2008 data 
point that fell off of the average. 2.5% annual growth is more in line with current trends. Also, 
assumptions on PSPRS rates were updated to use lower contribution rates after FY 2021 when the 
Town projects to reach targeted funding ratios. Finally, the Staffing Model was updated with information 
from the new compensation philosophy (more market driven as opposed to broad banding). These 
changes influence the forecasting of staffing costs in the financial model. 
 
What new things are on the horizon: Gilbert continues to monitor future capital improvement needs, 
including possible public safety projects like office expansion, a crime lab, and family advocate 
programs. Staff will also be using the model to explore potential avenues for paying down General 
Fund debt more quickly.  
 
Staffing Forecast 
The Long-Term Financial Model projects staffing costs using data from our detailed Staffing Forecast 
that is updated with input from departments. The forecast was developed with the town’s build out in 
mind, and currently projects through 2030. The model projects utilizing three main drivers: 1) growth to 
support existing FTE ratios to department-identified metrics, e.g. calls for service in Fire; 2) additional 
weights for proposed enhancements to existing service lines, new requirements and/or increased 
demand; and 3) policy-level changes that would add or remove lines of service, e.g. a new park. 
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Five Year Plans 
Balanced Five Year Plans are updated and maintained each year for the General Fund and Enterprise 
Funds, HURF and Roadway and Maintenance Fund (VLT), incorporating adopted Gilbert policies of 
Responsible Financial Management, expenditure patterns, revenue trends, fund balances, and other 
known financial impacts.  These plans include planned department requests for the upcoming five 
years, known revenue and expenditure changes, capital outlay, and CIP projects. By balancing a full 
five year window, timing of CIP projects becomes more of a realistic plan for infrastructure timing and 
less of a wish list. This timeframe also allows for advanced planning. For example, in FY2018 the Five 
Year Plans in Water and Wastewater indicated that rate adjustments needed to be considered for the 
long-term health of the funds. Expenditures were closely reviewed in all the enterprise funds and then a 
rate study was undertaken. New rates were put into place for Water, Wastewater, Environmental 
Services Residential, Environmental Services Commercial, and Environmental Compliance in 
November 2018. The new rates help ensure that minimum fund balances (rainy day savings) are 
maintained in all the funds. 
 
Having both a Five Year Plan and a Long Term Financial Plan (LTFP) for the General Fund provides 
two different forecasting methods which help the Town review trends and data from different angles, 
providing a more informed view of the future. The Five Year Plan takes a more detailed look at a 
shorter timeframe while the LTFP looks at the impact that trend changes can have over a longer 
horizon. 
 
The five year forecasts for the General Fund, Enterprise Funds, and Streets Funds have been included 
in this document.   
 
Pension Liabilities 
Gilbert participates in a variety of pension systems. Most employees are part of the Arizona State 
Retirement System (ASRS). Elected officials participate in the Elected Officials’ Retirement Plan 
(EORP). Sworn police and fire employees participate in the Public Safety Personnel Retirement System 
(PSPRS). Most of the systems are pooled with multiple jurisdictions participating. In a pooled system, 
all the participants pay the same rate and the assets/liabilities are jointly held.  
 
 
Retirement System 

 
Participants 

 
Structure 

Funded Status 
Pension only/Pension and Health 
June 30, 2018

ASRS Civilian Employees Pooled 70.4% / 71.2% 
EORP Elected Officials Pooled 31.3% / 33.5% 
PSPRS (Tiers 1&2) Sworn Fire Individual 83.7% / 83.8% 
PSPRS (Tiers 1&2) Sworn Police Individual 69.3% / 69.8% 
PSPRS (Tier 3) Sworn Fire & Police Pooled 89.3% / 89.7% 
 
Sworn employees hired before July 1, 2017, are part of Tiers 1 and 2 in the PSPRS system. Sworn 
employees entering service after that date are part of Tier 3. PSPRS is pooled for Tier 3 employees. 
Tier 1 and 2 for both Police and Fire are individual plans with the Town of Gilbert bearing responsibility 
for the unfunded liability. In FY2016, the Town began an active effort to pay down the unfunded liability 
and increase the funding ratio. By June 30, 2018, the funding ratio for Police and Fire combined 
reached 75% funded. Through continued efforts, the Town should reach its goal of 90% funded by 
FY2021. For details on Gilbert’s funding strategy, see the PSPRS Pension Funding section of Gilbert’s 
Policies of Responsible Financial Management. 
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Debt Analysis  
Gilbert uses debt carefully and strategically evaluates options to reduce interest costs. At the February 
2019 Financial Retreat, staff and Council discussed the pros and cons of issuing debt for the Public 
Safety Training Facility in May 2019 or May 2020. Council gave direction to wait and issue debt in May 
2020 in order to reduce interest accrued before the first payment is due and so the debt can be 
structured to fit exactly within a $0.99 tax rate for the first two years. The bonds for the Public Safety 
Training Facility were authorized by voters on the November 2018 ballot and will be general obligation 
bonds. 
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One-Time vs Ongoing Expenditures  
Gilbert avoids the use of one-time revenue to support ongoing expenditure. Also, in recognition that 
sales tax can be volatile depending on economic conditions, and sales tax from construction is the most 
volatile of Gilbert’s sales tax categories, Gilbert has chosen to designate $5m of construction sales tax 
as one-time money each year instead of counting on it as ongoing revenue. This helps protect the 
Town from changes in the economy.  
 
Each year when the budget is developed, staff carefully monitor ongoing expenditures to ensure that 
the recommended budget does not exceed ongoing revenues.  
 

 
 
Preparation for Economic Volatility  
Sales tax is the major revenue source for Gilbert’s General Fund operations, which makes General 
Fund the most susceptible to changing economic conditions. To protect against volatility, Gilbert under 
budgets sales tax revenues, removes $5m of construction sales tax to be used for one-time and not 
ongoing expenditures, maintains $15m of General Fund contingency, and maintains an additional 
minimum fund balance (3 months operating plus one year of debt service) for use in case of a rainy 
day. 
 
Conservatively budgeting sales tax helps Gilbert keep expenditures low and provides time to react if 
revenues decline. Assuming revenues come in above budget, the money is then used for one time 
expenditures the following year (after the money has already been received).  
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Contingency and minimum fund balances are also kept in all the enterprise funds to help protect 
against changing market conditions, although the revenue sources for the enterprise funds are much 
more stable and predictable.   
 
Zero Based Budgeting  
As part of Gilbert’s strategy for long-term financial health, 1/3 of the Town completes zero based 
budgeting each year. This approach has saved the Town $1.4m in preparation for FY2020 and nearly 
$5m since FY 2018. Continuing to reset department budgets through zero based budgeting helps 
ensure that resources are correctly aligned with the costs needed to deliver approved levels of service. 
  
 

 
 
Benchmarking  
Gilbert makes a continuous effort to benchmark with other communities in relation to performance, cost 
of living, and cost of service. Benchmarking provides data to help Gilbert ensure services are being 
provided in a cost effective manner and gives insight into areas of future improvement.  
 
The Town participates in the Valley Benchmark Cities group, which is an ongoing regional collaborative 
that identifies measures that are relevant to citizens and public managers in an effort to identify and 
gauge municipal performance. Through this collaborative, citizens can weigh Gilbert on a local scale to 
see how the Town performs when compared to our neighboring jurisdictions. In addition, every two 
years the Town produces the Gilbert Benchmark Report, which compares Gilbert to 42 communities in 
13 states across 75 different measures. These measures touch on almost every major service area in 
the Town. The report allows any external organization or individual to see how Gilbert’s performance 
stacks up against its peers locally and nationally. Finally, in 2018, the Town of Gilbert became a 
founding member of the Arizona Data Coalition. The group consists of municipalities that have 
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developed an open data portal and it meets regularly with the purpose of ensuring that the data 
reported can be compared across municipalities. 
 
Copies of the benchmark reports can be found at www.gilbertaz.gov under the Management and 
Budget department page. 
 

 
Annual Financial Retreat with Council  
Each year Council and staff meet to discuss financial topics. This is an opportunity to review progress, 
examine financial data, set and review financial goals, and discuss concerns or future opportunities. In 
February 2018, the Financial Retreat included discussion on: 

 Streets Long Range Infrastructure Planning 
 Public Transit Services 
 Potential Streets Bond on 2020 Ballot 
 Drought Contingency Plan Impacts 
 Water Allocation Policy Framework 
 PSPRS Funding Policy and Progress 
 Low Acuity Medical Program Pilot Results 
 Future Public Safety Needs 
 Timing of GO Bond Issuance 
 Revenue Health 
 Long Term Financial Model Review 

 
Fiscal Policy Review  
Gilbert’s Policies of Responsible Financial Management are reviewed and updated annually in an effort 
to continually improve fiscal sustainability and best practices. All changes are brought to Council for 
consideration and adoption. 
 
This year policies related to funding the PSPRS Pension Liability were discussed with Council at the 
February 2019 Financial Retreat and then added to the financial policies in May 2019.   
 


