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Anytown USA Cash Flow Exercise 

Anytown is a rural community of 35,000 residents, ringed by hardwood forests, with a proud 150 year tradition of fine 
furniture manufacturing. The city has a relatively conservative business community, which prides itself on consistently 
running budget surpluses year after year. Anytown has a triple AAA muni-bond rating, but like a family with 800+ FICO 
scores that never borrows money and always pays cash for everything, city leadership prefers a “pay as you go” approach 
to municipal spending and investment, and generally does not like to issue new bonds.  

Anytown’s economy was originally powered by water-driven mills along the Springfield River, which runs through the 
center of the community from East to West.  Today, much of the community’s manufacturing base has moved overseas, 

however several major furniture wholesale and retail companies still operate design and distribution services from Anytown, and they own about 40% of the city’s commercial 
properties.  As a result of the city’s furniture manufacturing history, today it’s also known as a great place for “antiquing” for furniture and stringed musical instruments, which 
draws tourists from all around the region in the spring and summer months, who come for shopping, restaurants and live music, much of located near the city center. 

Spring Storm Strikes Anytown:  

A heavier-than-average winter snow pack was followed by heavy spring rains in mid-May. Flash flooding impacted the city’s urban core near the river, damaging shops, 
restaurants and the “riverwalk” that houses many of Anytown’s famous antique shops. The major road artery that bisects the city and crosses the Springfield River from North to 
South was also heavily damaged on both sides of the river.  An emergency detour re-routed traffic 1.25 miles around the city’s center.  Fortunately, schools had just finished for 
the year, but road access will be an issue for school kids and their parents in September.  

Short Term Economic Impacts: 

This scenario is hypothetical, but events like this happen every year in the United States. How would your team respond to the following: 

• Tourist visits to Anytown drop by 50% from May to August.  
o Model how this drop in tourist visits might impact city revenues. Share your assumptions. 
 

• Furniture manufacturing design / distribution companies express alarm regarding how the disruption to city services is negatively impacting their employees and 
business operations, and they ask for financial relief. They ask for a one-time tax abatement for the regular September property tax payment. 
o Model how and how much the city can afford to offer their biggest primary employers in terms of tax relief. Share your assumptions. 

 
• Anytown’s Utilities and roads department request $3.5M in emergency funds from City Council in order to repair and repave damaged roads and storm water 

infrastructure to “pre-storm” conditions, stating that these repairs must begin as soon as water levels drop by June 1, in order to be completed before the first hard-freeze 
of the year, expected in late October. The delta for “green rebuilding” of damaged infrastructure is estimated at 20% more expensive than the cost of rebuilding to standard 
(grey) “pre-storm” conditions, and it would not be able to be fully completed before November. 
o Model how Anytown might respond to and finance this extraordinary, one-time expense. Would you rebuild to grey or green levels, and why.  Share your assumptions.  


