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The Government Finance Officers Association of the United States and Canada (GFOA) 
presented a Distinguished Presentation Award to the City of Flagstaff, Arizona for its 
annual budget for the fiscal year beginning July 1, 2002. In order to receive this award, a 
governmental unit must publish a budget document that meets program criteria as a 
policy document, as an operations guide, as a financial plan, and as a communications 
device. 
 
The award is valid for a period of one year only.  We believe our current budget 
continues to conform to program requirements, and we are submitting it to GFOA to 
determine its eligibility for another award. 
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USERS GUIDE 
 
The budget document serves a myriad of purposes. Most important is its use as a 
communications device.  The budget presents the public an opportunity to review the types of 
services and level of service provided within the financial constraints of the community.  The 
allocation of financial resources translates into what services will be provided to the community.  
As community needs and demands for service change, the allocation of resources should 
respond accordingly.  Therefore, this document attempts to communicate financial information to 
allow for informed citizenry. 
 
Transmittal - The City Manager’s message and Budget Summary provides readers with a 
synopsis of the resource allocation priorities established by the City Council for fiscal year 2004. 
 
Budget Overview - The overview provides an overview of the key policy issues, priorities and 
strategies which shaped the fiscal year 2004 budget, the budget process fiscal policies, revenue 
assumptions, and expenditure highlights. 
 
Issues and Updates - Excerpts from the Council Review and Discussion Book used during the 
two weeks of study sessions discuss specific Council decision/directions impacting the prior and 
current fiscal year budgets. 
 
Financial Summaries - The schedules consolidate the major financial information and operating 
data elements.  Several schedules also serve to meet state statutory reporting requirements.  The 
expenditure summaries are used primarily for operational purposes, e.g., monitoring expenditures 
at a fund level and at a category level, and maintaining accountability at a department level, with 
managers accountable at the cost center level.  
   
Department Detail - Each operating Division Summary provides a description, goals and 
objectives, major accomplishments of fiscal year 2003, performance indicators, expenditure 
history and budget, commentary on significant changes, and sources of funding.    
 
Capital Improvements - The current year portion of the five-year capital improvement program is 
listed, along with location maps and funding source.  A more detailed project-planning sheet is 
available in the separately published five-year Capital Budget and Capital Improvement Plan. 
 
Community Profile - The profile provides background information so that the budget can be 
viewed in the context of the factors that shape and affect budget decisions, priorities, and financial 
parameters within which the community operates.  Also provided are select statistical tables 
providing historical trend information on tax rates, expenditures, and assessed valuations of 
property.    
 
Appendix - In the appendices the user will find a glossary of budget terminology, 
ordinances/resolutions adopting the levies and budget, a summary of authorized 
personnel/positions by department, the city pay plan, and a summary of the cost allocation basis.  
Please.   
 
For additional information, please call the Finance and Budget Office directly at (928) 774-5281 
extension 7323.  This budget document may also be viewed on the City of Flagstaff website, 
www.flagstaff.az.gov, in Adobe Acrobat format. 
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 City Council 

 
 
Mayor Joseph C. Donaldson 
 
The Council was faced with a “rude 
awakening” this budget year, forcing 
us to direct the City Manager to 
scrutinize the development of the 
budget even more closely.  One of the 
City’s revenue sources, “State Shared 
Revenue,” was cut drastically because 
of a downturn in State revenue 
receipts and the City’s decreased 
population based on the last census.  
Add to this a program cost shift from 
the Federal Government to the State, 
lack of local economic growth and 
increased City operational costs; the 
City Manager and staff had their work 
cut out to achieve a conservative and 
“balanced” budget. 
 
Working as a team with the City 
Manager and staff, the Council was 
able to accept and adopt a budget that 
made good fiscal sense for our 
community.  The Council, in 
collaboration with the City Manager, 
was able to establish priorities and 
agree upon cost adjustments to bring 
spending in line with expected and 
projected revenues.  Was the process 
difficult?  Yes.  The Council directed 

the City Manager to eliminate 
underutilized programs and services 
although of importance to some users, 
and to evaluate and justify all 
anticipated spending.  The City 
Manager was also directed to identify 
areas where revenue resources might 
be developed to fund provided 
services. 
 
As Mayor of the City of Flagstaff, I am 
very pleased the City Council, City 
Manager and City staff can work as a 
team to face the financial challenges of 
providing a balanced budget during 
tough economic times.  
 

 
 
Vice-Mayor Libby Silva 
 
Thanks to all City for looking very 
hard at ways and means to balance 
their own budget.  It’s really hard to 
balance a budget when the impacts of 
State budget shortfalls affect our City 
finances.  Cuts in aid, funding and 
other support for City government are 
being made at the State level.  The cuts 
from the State are not unexpected 
although you never know how bad 
the cuts are until you start working on 
the City budget.  Some cuts had to be 

made in our City budget, but nothing 
too drastic. 
 
Parks & Recreation had to raise some 
fees and shorten hours of operation in 
some areas, however, I hope those 
changes won’t affect the community 
too much. 
 
We will continue to provide the many 
programs and much needed services 
in our community.  Sunnyside 
Redevelopment Phase II and III will 
continue with no interruptions. And, 
we very excited about the start of 
construction this year on the long 
awaited Fourth Street Overpass 
Project.  
 

 
 
Councilmember Karen K. Cooper 
 
Faced with decreased revenues and 
rising expenses, our 2003-04 City 
Budget reflects the need to adjust 
spending while meeting our ongoing 
priorities. (As a recent retiree, I'm 
familiar with this dilemma!) 
 
Federal and State deficits, flat sales 
taxes, and our lower-than-expected 
census count have impacted our 
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 City Council 
income. In preparing the budget, 
departments were asked to carefully 
analyze ways to cut costs and reduce 
staffing in the coming year.  Fees and 
service rates were adjusted and some 
purchases were delayed.  While merit 
raises and benefits for employees were 
added, market salary adjustments 
were postponed.  In these tough 
financial times, the City is financially 
sound and able to continue to provide 
a high level of service to its citizens 
without a property tax rate increase. 
 

 
 
Councilmember Al White 
 
There is good news and bad news 
with this year’s budget.  The good 
news is that the City of Flagstaff is 
solvent with a balanced budget and 
money devoted to projects we hope 
will address the bad news.  
 
The bad news is this:  An over reliance 
on sales tax revenues, combined with 
increasing shortages in State Shared 
Revenues, has not produced General 
Fund operational money consistent 
with our growth rate; a growth rate 
lower than the valley or Tucson. 
 

Our community reinvestment projects 
will help boost sales tax but not for 
some time.  The hard choices to be 
made revolve around the question of 
service levels to be maintained and 
how best to pay for them.  Cutting 
true waste and needed alternative 
revenue streams are all part of that 
discussion.  
 
To compound things, our community 
has always looked ahead and many 
more projects are being considered in 
order to implement our regional plan.  
To this end, we are examining short 
term and long term needs for 
bonding.  
 
It is important to get involved.  I think 
the ultimate good news is that we are 
a city of caring people.  I trust that 
when we work together we can 
determine our needs and our wants, 
put together a plan to get there, and 
come up with an equitable means to 
pay for it.  It is time to give to 
Flagstaff, not take away from it. 
 

 
 
Councilmember Art Babbott 
 

This has been a productive year on the 
City Council given the realities of 
revenue reductions at the Federal, 
State, and Local level.  The Council 
continues to plan the future of 
Flagstaff based on the Regional Land 
Use and Transportation Plan that was 
approved by voters two years ago.  
This framework allows us to prioritize 
the “how and where” of growth so 
development is not sporadic, 
unplanned, and sprawl based.  The 
Council also approved two significant 
mixed income housing developments, 
started the Fourth Street Overpass 
Project, reduced resource protection 
requirements for land appropriate for 
light manufacturing and technology 
business’, dedicated new Parks and 
Recreation facilities, and created the 
Open Space Commission. 
 
Some of my upcoming goals for this 
coming fiscal year include supporting 
the newly formed Neighborhood 
Associations in Plaza Vieja and the 
Southside; continuing our support to 
strengthen local efforts by the 
Sunnyside Neighborhood Association; 
advocating for a Meet and Confer 
Ordinance for employee groups; 
ensuring that any future Bond 
Election be fiscally responsible, 
keeping the Murdock Center open for 
Southside Residents and Parks and 
Recreation use, expanding the 
Flagstaff Urban Trail System (FUTS) 
and advocating that if employee 
reductions are necessary for the City, 
they come from all levels of City 
government. 
 
Thanks to everyone in the City who 
has contributed their input and energy 
into making Flagstaff a great 
Community! 
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 City Council 

 
 
Councilmember Joseph Haughey 
 
This year’s Flagstaff City budget 
process has been both challenging and 
rewarding.  As a Council, in 
cooperation with the City Manager 
and Department Heads, we discerned 
community priorities for the coming 
years.  We maintained the basic 
services of Public Safety, Health and 
Welfare while balancing the 
anticipated revenues and expenses to 
provide a balanced budget.  About 30 
employees will be reduced in the City 
staff over the next two years through 
retirements and consolidation of tasks.  
This will allow us to provide services 
and operate without raising taxes 
recognizing there are other needs in 
the community. 
 
We hope to address those other needs 
through a Bond Election next spring, 
looking ahead for years to come.  In 
the meantime, rest assured that you 
have dedicated, concerned City 
employees providing necessary 
services to the Citizens of Flagstaff, 
which makes this a great place to live 
and work.  
 

 
 
Councilmember Kara M. Kelty 
 
The economic situation in Arizona has 
changed tremendously in the past 
several years and Flagstaff is no 
exception to this trend.    This year’s 
budget process differed from years 
past in that there was a need for a 
combination of service cuts and fee 
increases in order to close the gap 
caused by a loss of around $930,000 in 
State Shared Revenues as well as 
increased contributions to employee 
medical, dental and retirement funds.  
While it is always difficult to consider 
and execute service cuts, it is the 
responsibility of City Council to 
ensure that City government operates 
efficiently and does not grow beyond 
its means.   
 
Through the budget process I learned 
that even though Flagstaff did 
experience a budget shortfall, we are 
weathering the financial storm better 
than most municipalities.  Most 
notably, there have not yet been any 
lay-offs.  Instead, the City is planning 
to phase out almost 30 positions 
through retirement or attrition.   The 
Human Resources Department will be 

implementing a workforce 
development program in which 
current City employees will be eligible 
to receive training to transition to 
other positions.  While every effort is 
being made to protect City staff from 
lay-offs, the employees themselves are 
still suffering the consequences of this 
economic downturn.  Cost of living 
increases were not budgeted for this 
year and employee contributions to 
medical plans and to the Arizona State 
Retirement System have increased, 
leaving some employees with less take 
home pay than last fiscal year.  Others 
adversely affected by the budget 
shortfall include the Parks and 
Recreation Department, which had to 
cut about $230,000 from their budget.  
While they did this by eliminating 
programs with poor attendance, and 
by closing the Murdock Center, it was 
still a difficult blow for the 
department and for the community.   
 
While the economic outlook may 
appear challenging, the City Council 
recognized that balancing the budget 
included making investments for 
future economic and community 
development in Flagstaff.   For that 
reason, City Council reversed 
recommendations to cut contributions 
to the Greater Flagstaff Economic 
Council and the Flagstaff Cultural 
Partners.  Other community 
investments budgeted for this coming 
year include redevelopment projects 
downtown, East Flagstaff, and the 
commencement of Phase II of the 
Southside Area Planning Effort.   
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