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MINUTES'

TUSAYAN TOWN COUNCIL SPECIAL MEETING
PURSUANT TO A.R.S. § 38-431.02 & § 38-431.03
Friday, May 29, 2026, at 1:00 p.m.
TUSAYAN TOWN HALL BUILDING
845 Mustang Drive, Tusayan, Arizona

TOWN COUNCIL SPECIAL MEETING MINUTES?

CALL TO ORDER AND PLEDGE OF ALLEGIANCE

Mayor Vail called the meeting to order at 1:00 p.m. and led the Councit and public in the Pledge
of Allegiance.

ROLL CALL - One or two Council Members may attend by telephone.

MAYOR CLARINDA VAIL - Present COUNCIL MEMBER ANDREW ALDAZ - Present
VICE MAYOR GREG BRUSH - Present COUNCIL MEMBER ELENA VILLANUEVA — Absent
COUNCIL MEMBER JOSH COLLET - Present

WORK SESSION ITEMS

A. Consideration of reimbursement of striping costs on Long Jim Loop

It was noted that the striping had already been done. The discussion was about a request from
the Tusayan Water Reclamation and Sanitary District for the Town to cover the cost ($11,800)
of restriping the road. Discussion included the road functioning like a Town road, with the Town
bearing significant upkeep responsibility despite the fragmented ownership. It was noted that
the District has performed substantial maintenance on the road, and much of the road’s
deterioration stemmed from Town-related activities (pre-dating the current Council). The District

has taken steps to reduce wear, such as rerouting reclaim water trucks and relocating a fuel
station.

! For economy of space and ease of reading the minutes have been organized according to the agenda language. Items

as they appear on the agenda have been italicized with the actual minute entries entered in plain type for reader
convenience.

2 Minutes are organized by agenda item in the order in which they were discussed.
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Town Manager Clifton indicated that he viewed the District’s request as reasonable and sought
informal Council consensus, such as a nod of approval. He commented that this Item will return
later, likely as a budget amendment, potentially funded from HURF funds.

The Mayor and Council gave their approval except for Council Member Collet who recused
himself due to his position on the Sanitary District Board.

B. Budget Updates (1:15 - 2:45 p.m., Jean McGann, Tessa Beuning, Annette Storm, Johanna
Klomann)

1.
2.
3.

4,

Updafes to Draft Budget stemming from April 30, 2026 Budget Work Session

Budget Timeline

Update to Financial Forecast

Update to Draft Five-Year Flan

Town Manager Clifton introduced the Finance Team members attending by Teams.

Ms. Beuning presented a revised set of budget documents and highlighted the key changes
made since the last Council review.

Major reclassifications included:

All Capital Outlay items previously in the General Fund were moved to the Capital
Improvement Fund.

Budget for AOT Trails, the Emergency Siren, and Crosswalk Improvements were
shifted into the Capital Improvement Fund (reclassification for better tracking).

Some funds with minimal activity are proposed for closure in FY 2026, with their
balances merged into the General Fund.

Updates and Adjustments included:

Capital Project budgets were revised based on Council feedback from the last
meeting and alignment with the financial forecast.

Personnel Budget was revised to account for a potential new employee.

Expenditures: Updated budgets for fire contracted services, potential utility
increases, and transportation expenses.

Removed a budgeted grant that is now uncertain.

Adjusted transfers out of General Fund reserve balances to help fund various capital
projects and improvements.

Ms. Beuning next gave a summarized General Fund overview of the following columns:

Current year-to-date actuals (through January 30th)
Adopted FY 2026 Budget

Amended FY 2026 Budget

Proposed FY 2027 Budget
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Ms. Beuning gave a summary of the FY 2026 Amended Budget as follows:

Revenues

e The Adopted Budget was just under $60 million, largely driven by $50 million in
potential bond proceeds (other financing sources) and $4.465 million in
miscellaneous/grant revenue.

¢ These one-time or shifted items were removed: bond proceeds and miscellaneous
revenue were moved out, and capital items were reallocated to the appropriate funds.

s Revised FY 2026 revenues: $4,394,238.

o Taxes were reduced from the original $4,648,717 to approximately $3.7 million to
better align with actual collections through January (projections may still change).

Expenditures

¢ The Adopted Budget: $55,350,971

¢ Major reduction occurred because the $50 million in capital outiay tied to bonding
was shifted to various capital funds.

e Additional adjustments were made based on year-to-date spending and anticipated
remaining expenditures.

¢ Revised expenditures: just under $4 million.

The Amended Budget shows revenues exceeding expenditures by approximately $483,208.
Fund Balance / Reserves Note:

+ There is a planned use of general fund reserves of $4,310,023.

» This transfer zeros out a deficit in the Capital Improvement Fund (which had negative
fund and cash balances and had been combined with the General Fund for audit
purposes). It restores the fund to zero so it can be properly utilized going forward.

Ms. Beuning explained that overall, the amendments reflect a much more realistic Operating
Budget by removing large one-time capital financing items and reallocating them to the
proper funds, while adjusting revenue and spending projections based on current data. A
detailed line-by-line budget was provided in the Council Packets.

Town Manager Clifton commented on adjusting the budget by removing a large, one-time
$50 million revenue item from the General Fund. He described it as more than a simple
"bump"” — a monumental and inconsistent spike that distorts the fund’s accurate picture of
normal, ongoing revenues and expenditures. He explained that major, non-recurring items
— such as big grants, bond issuances, and the large associated expenditures — should
instead be recorded outside the General Fund. This would keep the General Fund clean and
consistent as a reflection of the Town'’s regular financial operations.

Town Manager Clifton highlighted this as a strong illustration of why the Town should
establish a separate Capital Improvement Fund (also referred to as the Community Capital
Fund). A dedicated capital fund would better handle the naturally cyclic nature of large
projects and funding sources. While transfers between the General Fund and Capital Fund
could still occur when needed, keeping them separate would be clearer overall. He noted
that leaving the $50 million in the General Fund would require ongoing explanations
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whenever anyone reviews the FY 2026 Budget. Moving it to a capital fund would improve
transparency and make things easier from an accounting perspective. His comments were
presented as constructive, not critical of past practices.

Ms. Beuning explained that the General Fund serves as the Town’s primary operating fund
for normal day-to-day operations. She highlighted two “other financing” line items that fall
outside regular operations:

« Other financing sources (revenues): Just over $2,000 transferring into the General
Fund in 2026, mainly from planned fund closures.

« Other financing uses (expenditures). $373,012 transferring out of the General Fund.
This amount represents the previously budgeted transfer to the HURF fund for
operations.

Ms. Beuning commented that after accounting for these transfers and the proposed budget
changes for FY 2026 (including a referenced $4.3 million item), the General Fund's projected
ending fund balance is estimated at $12,962,993. She noted that a more complete/holistic
view of the Budget would be presented later in the meeting.

Ms. Beuning presented the proposed FY 2026-2027 Budget, highlighting the following:

+ The Budget includes a potential 2% increase in TPT (Transaction Privilege Tax)
revenue, assuming it takes effect for half the year. This figure (estimated in January)
remains subject to discussion and possible revision.

« The Town plans to use $6,764,520 from General Fund reserves/excess balances.
This will help fund certain capital projects and provide the required local
match/contribution for awarded grants.

» The projected ending General Fund balance for the end of 2027 is $8,422,966.

She then reviewed a five-year fund balance summary (FY 2023-2025 actuals; 2026
amended budget; 2027 proposed budget):

» General fund balance remains strong.

+ Operating expenditures exclude capital outlays and transfers.

o Per the Town's fund balance policy, a minimum of 15% of operating expenditures
must be maintained.

For 2027 specifically:

» Estimated operating expenditures: $4,110,000.
e Required minimum fund balance: ~$616,000.
s Projected fund balance: ~$8.4 million — significantly above the policy minimum.

Town Manager Clifton discussed the Town's large General Fund balances, which are
currently declining as the Town pays off debt and covers capital project costs (now integrated
into the General Fund). He noted that once a new dedicated Capital Improvement Fund is
in place, the General Fund should become more stable, while capital spending fluctuations
will appear in the new fund. He highlighted a key challenge: white high fund balances look
healthy on paper, they create difficult public and political questions about what the Town is
doing with the excess money and where those balances are ultimately targeted. This is
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particularly awkward when the Town later asks the community for additional funding for
projects. Recommended approach: Rather than keeping excess balances (beyond
operational needs) in the General Fund, they should be transferred to the Capital
Improvement Fund and actively used for projects. Benefits include:

Demonstrating the Town's commitment to its capital projects.

e Strengthening the Town's position with investors/bond markets by showing how it
expends and invests its resources.

« Providing a stronger cash match for grants.

Overall, Town Manager Clifton advocated moving from simply holding large reserves to
strategically deploying them for infrastructure and capital needs. He invited comments on
the idea.

Ms. Beuning agreed with Town Manager Clifton and explained that the current discussion is
intended to assess existing funds and resources. She noted that they would review how the
Council wants to allocate those funds moving forward — specifically for capital projects —
and determine the Town’s comfort level for maintaining operations. This could include
shifting some funds to support proposed projects while also planning ahead for upcoming
needs such as equipment replacements, repairs, and other future expenses.

In response to a question, Town Manager Clifton explained the importance of healthy fund
balances for successful municipal bond issuance, particularly how they impact underwriters,
bond investors, and credit ratings.

Key Points:

e Strong balances (especially in the capital fund) demonstrate the Town's financial
health and ability to service debt even during economic downturns. The capital fund
(along with the debt service fund) will be central to the bond structure, with possible
transfers from the general fund as needed.

¢ To provide assurance to investors and raters, the Town will likely include a
contingency/emergency reserve as part of the bond package. He spoke about 3-6
years of debt service payments being set aside, which would act as a safety net if the
economy weakens.

e The Town is establishing a fund balance policy for the new capital fund. While the
General Fund currently has a 15% requirement (which may be reconsidered upward
to 20%}), a similar but less stringent policy will be needed for the capital fund due to
its more limited operational role.

Overall, the discussion emphasized building financial buffers and policies that give
underwriters and investors confidence in the Town's ability to manage the proposed debt
responsibly.

Ms. Beuning presented the HURF fund summary, noting that there have been no significant
changes since the last meeting and no modifications between the original adopted FY 2026
Budget and the amended version.

Key Figures:
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¢ Total anticipated inflows: $452,415 (primarily from state aid and transfers from the
General Fund).

s Estimated expenditures:

+ ~$57,517 for public works.

« ~$138,000 in capital outlay (including a Bobcat and some work).
¢ Total projected outflows: Just under $200,000.

Projected outcome: The fund is expected to end 2026 with a fund balance increase of
$256,841. This notable increase is mainly due to the budgeted transfer from the General
Fund combined with some planned capital expenditures that are not expected to occur, so
those reserve balances have built up from the previous year.

Summary of 2027 Budget Discussion (HURF and Capital Projects) HURF (Highway User
Revenue Fund)

¢ $80,682 in estimated HURF revenues — they reduced that transfer from the General
Fund to $50,000 because the Town had built up the reserve balances from the
transfer in 2026, as well as one that occurred in 2025.

¢ Expenditures: $99,706 operating + $90,000 capital outlay.
¢ Budgeted Deficit: $59,024 — this will draw down some of the accumulated reserves.
e Projected Ending Fund Balance: Approximately $212,936.

Keynote: Intergovernmental revenue alone does not fully cover operating costs. The $50k
transfer is adjustable — the Council could increase it to spend down more reserves or keep
the Budget flatter. The remaining ~$213k balance is still considered sufficient for future
needs and potential capital projects.

Capital Improvement Fund & Maijor Projects

The Town is using a main Capital Improvement Fund for smaller/larger one-year projects,
plus separate funds for major multi-year or grant-funded projects (Flood Mitigation, Town
Hall, Sports Complex) to track them more clearly.

2027 Budgeted Capital Expenses (Capital Improvement Fund):

e  Trail system: $209,390 (includes $150k grant)

¢ Emergency warning siren: $650,000 (includes $500k grant)

e Pedestrian crossing scoping: $90,000 (includes ~$84,870 grant)

* Moqui Cookout Site improvements: $100,000 (previously approved)
e New truck: $60,000

s  New accounting software: $70,000

e Various smaller items (emergency landscaping, rain gauge, potential Town
house/Town Hall repairs, dark sky consultant, etc.)

Many of these items were moved from the General Fund into this new capital fund. Grants
cover significant portions of some projects; the General Fund provides transfers for the
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required local matches and any unfunded portions. If all goes as planned, the fund is
budgeted toward a net-zero balance.

Major Separate Projects:

* Flood Mitigation: ~$9 million budgeted for 2027 ($8.5M from potential grants + $500k
Town match from General Fund). An additional $3.5 million budgeted from the
General Fund for easements/property acquisition.

e Town Hall: $546,000 for planning/design + $8.5 million for initial construction. Funding
includes potential bond proceeds of $17.646 million.

e Sports Complex: $7.5 million budgeted/estimated for 2027. Funded in part by a
$250,000 transfer from the General Fund and an estimated $15 million in bond
proceeds.

Overall 2027 Capital Funds:
¢+ Combined Capital Budget of just over $30 million.

¢« Funding sources include:
¢ ~$9.3 million from secured grants.
+ $4.9 million transferred from the General Fund (to utilize built-up fund balance).
e The remainder would come from possible bond proceeds.
The Budget relies on General Fund transfers for matches, shortfalls, and major project

contributions. Future years may require additional General Fund support, especially as large
projects progress. The Council can still adjust transfer amounts and project timing.

There was a discussion about cutting back on dark sky consultant spending because the
Town has Code Enforcement on that now. The Council decided to leave the consultant off
the Budget.

There was a discussion about the rain gauge, and Town Manager Clifton suggested that it
could be part of the Flood Mitigation. The Council decided to leave the rain gauge in the
Budget.

It was decided to call Emergency Landscaping - Highway Landscaping.

In response to a question, Town Manager Clifton explained that many of the projects will
span multiple years, and housing will be one of them.

It was suggested that the housing project takes place off to the side of the Town Hall
construction for some cost savings.

Town Manager Clifton commented that the housing project could be talked about during the
TPT increase and strategies discussion.

Ms. Beuning commented that she undersiood that the housing project was to be added to
the Capital Projects, and she asked if there was an estimated dollar amount.

It was suggested that $2 million be the placeholder amount.
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Ms. Beuning commented that as those projects get closer to fruition, and as the Town goes
out for bids, they will revise the dollar amounts, but this gives a good starting base just to
have something there and to plan for that.

Ms. Beuning noted that at the end of 2026, we have an estimated overall total fund balance
for the Town of $13,057,246.

Ms. Beuning gave a summary of the 2027 Budget, noting that it reflects several adjustments:

» Special revenue funds have been streamlined to only include the Holiday and Event
Fund, CARES First Youth Program, and Opioid Settlements.

« A new Debt Service Fund is being introduced in anticipation of upcoming bonding.
This includes a planned ~$1.8 million transfer from the General Fund. Of the total
bond proceeds, $600,000 will go into this fund to cover bond issuance costs and debt
service.

. The remaining bond proceeds are allocated as:
« Sports Complex: ~$15 million
o Town Hall: $17,6486,000
e Projected ending balances in the capital projects funds:
s Sports Complex: ~$7.75 million remaining (for 2028 and future costs)
e Town Hall: ~$8.5 million remaining (for the next phase and future costs)

Ms. Beuning noted that when the Budget returns for adoption, it will include housing funds
with a potential $2 million allocation. She asked for direction on whether this should be
budgeted for 2027 or 2028.

The Council agreed to the transfer of $2 million to Capital Projects for housing in 2027.

In response to a question, Town Manager Clifton expressed strong support for the proposed
housing add-on, noting that it aligns well with other Town initiatives, particularly those
involving Town Hall. He emphasized that operational and staffing decisions in the Town
almost always trigger housing-related discussions. He outlined two main funding options for
the housing project:

. Including it as part of a future municipal bond issuance (which would factor into any
decision on increasing the TPT).

o  Transferring additional funds from the General Fund to the Capital Fund.

Town Manager Clifton highlighted that the General Fund still has a heaithy fund balance with
room available, even after recent spending. He and Ms. Beuning recommended making the
transfer now rather than in future years, as it demonstrates to grantors and others that the
Town is actively investing its existing resources into capital projects instead of leaving funds
idle in the General Fund. He suggested the housing project would be a strong candidate for
this approach.

Ms. Beuning noted that the general Capital Project fund is projected to end with a $0 fund
balance. A transfer of $714,520 is planned for 2027, which exactly covers the gap between
the grants received and the total budgeted cost of the project. If all projects come in at the
budgeted amounts, the fund would be depleted to zero by the end of next year. She asked
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whether the Council wanted to transfer any additional amount beyond the $714,520 - so that
there's a starting balance for 2028 and some money in there to plan for future miscellaneous
capital needs.

Town Manager Clifton clarified that $2 million will go into this general capital project. He
asked that everyone to bear in mind that all of this is under the umbrella of the Capital Fund.
He noted that things could be moved around.

Ms. Beuning explained that the budgeted items and proposed transfers are not final
commitments. They remain flexible and can be adjusted later as projects evolve or as more
information becomes available closer to implementation. The purpose of including them now
is simply to get the process started and provide a solid starting point for further discussion.

Town Manager Clifton asked Ms. Beuning for clarification on the tax rate. He specifically
wanted to know: What the tax rate is set at, both in the General Fund Summary (at the
beginning) and for the 2027 projection.

Ms. Beuning replied that in 2027, this is including an estimated increase in the TPT, they
had started with an additional 2%, and that for 2027, that is estimated at only half a year at
this point due to not knowing when it would take effect. Then, in 2028, it would be the full
amount.

Mayor Vail asked whether this would affect the Town’s asset status with all the interest-
bearing accounts, or whether the shift is just on paper with no need to move the underlying
investments.

Ms. Beuning responded that it is on paper; so, all the actual funds are maintained in the
same account. This is just on paper how the Town is allocating those dollars.

Town Manager Clifton commented that the proposed approach (or change) would make the
Town's auditors happier. it provides a more accurate reflection of where funds are actually
going and are likely to be spent, rather than relying on subsequent transfers between funds.

Ms. Beuning moved the discussion to the budget timeline and requested direction from the
Council on any desired changes. The goal is to finalize the current budget along with the
financial forecast and long-term plan. She noted that the timeline matches what was
previously discussed. The current meeting is being used for a tentative budget review. They
plan to introduce a resolution for a TPT tax increase at the upcoming June 9% Regular
Council Meeting for consideration. She specifically asked whether the 2% increase remains
a comfortable figure for their projections.

Town Manager Clifton pointed out that the initial options presented by Janelle Gold only
included 0% (the “do nothing” option), 1%, and 2%. No intermediate percentages (such as
1.5% or 1.8%) were analyzed or presented. He acknowledged he was speaking from
memory and noted that the Councit always has the flexibility to consider other increments if
they wished.

There was a discussion about posting information about what is being considered with the
TPT rate - in the interest of transparency. It was noted that there were no negative
comments and most have understood the need for the increase.
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Town Manager Clifton discussed a proposed 2% across-the-board increase in the TPT. He
noted that the Council has been leaning toward raising the base TPT rate from 2% to 4%.
He also noted that the Town already has a 2% lodging tax which is still in place, but the end
sum is now going to be an added 2% because of the increased TPT. He commented that
everything goes up, but there needs to be a discussion about fast food; restaurants - which
is food purchased for on-site consumption; the bed tax; and booze.

Ms. Beuning displayed the Arizona Department of Revenue site showing Tusayan tax rates.
She noted that for hotel / motel, there is that additional 2% on top of the 2% base, and for
restaurants and bars it is 4%. She commented that in looking at that 2% increase, the
additional tax for hotel / mote! would not be affected. She asked Town Manager Clifton if
there would be a 2% increase on the current 4% for restaurants and bars.

Council Member Collet replied that he would have assumed it would go up to 6%. He noted
that if it is a standing 4%, then there would be a 2% increase. He noted he had spoken with
folks and explained that it is an extra two cents on every dollar to pay for these things.

The Council agreed with the whole 2% and did not look at another odd number in between.

Ms. Beuning stated that she will incorporate the information and directives from the current
meeting into the 2027 Budget. The Council is planning another special meeting to present
the updated Budget for formal adoption. They are tentatively targeting June 18th for this
special meeting (following potential adoption of the TPT resoclution). Key changes to the
timeline/process:

. References to “truth in taxation” and property tax timelines have been removed from
the documents, as the Town is not proposing any property tax increase.
The reference to any property tax has been removed and is just noted as 'tax.’
For transparency, they will follow some of the usual notification and publication steps.
While truth-in-taxation rules normally require a 60-day period between notice and a
public hearing for final budget adoption, the Council has more fiexibility here because
this is being done primarily for transparency and some notifications have already
been sent.

Ms. Beuning outlined the next steps in the town's budget process:

. Immediately after tonight's meeting: Publish the relevant notice on the Town’s
website.

o«  Tentative Budget: Continue following the timeline to adopt it, then publish it on the
website.

¢ July Council Meeting: Present and submit the required CFO designation. The Council
may then hold the public hearing and adopt the Final Budget, assuming everything
remains on the desired timeline.

During a discussion about dates, Town Manager Clifton commented on the Washington,
D.C. trip. He explained that he, the Mayor, the Vice Mayor, and the Town Attorney will be
going to bolster relationships with our congressional delegates and some of the agencies
there. He added that the trip will also be for the furtherance of our efforts to articulate the
importance of these projects and to pursue and secure grant funds.
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Town Manager Clifton let the Council know that the outcome of this meeting’s discussion on
the TPT rate, the financial forecast, and the draft Five-Year Plan will be before them at the
June 18" Council Meeting.

(Please see budget documents attached to Agenda ltem 3.)
5. Break (2:45-3:00 p.m.)
C. Bond Financing (3:00 - 4:15 p.m., Zack Sakas, Janelle Gold)
1. Continued discussion of different scenarios for TPT rate.
2. Continued discussion of strategies related to bond issuance(s).

3. Next Steps
D. Wrap Up (4:15 - 4:30 p.m., Town Council)

Town Manager Clifton provided a summary of the meeting’s budget discussion: We have
updated our budget format to use multiple dedicated funds instead of a single large aggregated
General Fund. This is not a criticism of how things were done in the past — it is a way of doing
things differently moving forward. As we prepare to bring these projects to fruition, separate
accounting makes much more sense. It will be easier on us, the Finance Team, and the auditors.
It will be far simpler to explain to our community. Rather than showing one large General Fund
with multiple caveats and explanations, everything will be clearly laid out by fund. The new
Budget will be bigger and a bit more detailed, but it will be significantly clearer and more
transparent overall.

There was a discussion about the attempts to cash fraudulent checks drawn on the Town’s
bank. Not one cleared, and they seem to have stopped now, reported Johanna of Klomann
Accounting. She commented that they had good checks and balances in place.

CALL TO THE PUBLIC
No one spoke.
MOTION TO ADJOURN

At 2:36 p.m., Vice Mayor Brush moved to adjourn, and Council Member Collet seconded the
motion. Motion Carried. Aye: Mayor Vail, Vice Mayor Brush, Council Member Collet, Council
Member Aldaz, Absent: Council Member Villanueva
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Tina M. Abriani, Town Clerk

CERTIFICATION
STATE OF ARIZONA §
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§
COCONINO COUNTY §

I, __f}Nﬂ M. ABRIA N { , do hereby certify that | am the Town Clerk of Town of Tusayan,
County of Coconino, State of Arizona, and that the above minutes are a true and correct summary of the
meeting of the Council held on _ A7 4 Y 29 ZA02 [» . | further certify that the
meeting was duly called and held, and that a quofum was present. ‘

Town Clerk Date




