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Independent Accountants’ Report 
 
 
The Auditor General of the State of Arizona and 
The Honorable Mayor and Members of the City Council 
City of Flagstaff, Arizona 
Flagstaff, Arizona 
 
 
We have examined the accompanying Annual Expenditure Limitation Report of City of Flagstaff, 
Arizona (the City) for the year ended June 30, 2014. This report is the responsibility of the City 
management. Our responsibility is to express an opinion on this report based on our examination. 
 
Our examination was conducted in accordance with attestation standards established by the American 
Institute of Certified Public Accountants and, accordingly, included examining, on a test basis, evidence 
supporting the amounts and disclosures in the report and performing such other procedures as we 
considered necessary in the circumstances. We believe that our examination provides a reasonable basis 
for our opinion. 
 
In our opinion, the Annual Expenditure Limitation Report of City of Flagstaff referred to above presents, 
in all material respects, the information prescribed by the uniform expenditure reporting system as 
described in Note 1.  
 
 
 
Phoenix, Arizona 
February 26, 2015 
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CITY OF FLAGSTAFF
Annual Expenditure Limitation Report—Reconciliation

Year Ended June 30, 2014

Internal
Governmental Enterprise Service

Description Funds Funds Funds Total
A. Total expenditures/expenses deductions

and applicable other financing uses,
special items, and extraordinary items
reported within the fund
financial statements  Note 8 $111,781,010 $47,790,864 $7,169,933 $166,741,807

B. Subtractions:  
1. Items not requiring use of

working capital:

Depreciation, Note 11 13,069,655 13,069,655

Loss on disposal of capital
assets, Note 8 -                    

Bad debt expense 110,826 220,612 331,438

163,319 163,319            

Claims incurred but not reported-Note 13 127,779 127,779

Landfill closure and postclosure
care costs  Note 11 238,906 238,906

2. Expenditures of separate legal
entities established under
Arizona Revised Statutes -                    

3. Present value of net minimum
capital lease and installment
purchase contract payments
recorded as expenditures at
inception of the agreements -                    

4. Involuntary court judgments -                    

5. Total subtractions $110,826 $13,692,492 $127,779 $13,931,097

C. Additions:
1. Principal payments on long-term

debt  Note 11 3,969,034 3,969,034

2. Acquisition of capital assets Note 11 9,003,041 9,003,041

3. Other postemployment benefits paid
in the current year but reported as
expenses in previous years -                    

4. Claims paid in the current year
but reported as expenses
incurred but not reported in
previous years - Note 13 222,158 222,158

5. Landfill closure and postclosure
care costs recorded as
expended in previous years, Note 11 -                    

-                    
-                    
-                    

6. Total additions $12,972,075 $222,158 $13,194,233

D. Amounts reported on Part II, line A $111,670,184 $47,070,447 $7,264,312 $166,004,943

Other postemployment benefits 
expense Note 11

See accompanying notes to report.
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CITY OF FLAGSTAFF
Annual Expenditure Limitation Report—Part II

Year Ended June 30, 2014

Internal
Governmental Enterprise Service

Description Funds Funds Funds Total
A. Amounts reported on the

Reconciliation, Line D $111,670,184 $47,070,447 $7,264,312 $166,004,943

B. Less exclusions claimed:
1. Bond proceeds  Note 2 5,509,221        -                      -                       5,509,221          

Debt service requirements on
bonded indebtedness  Note 3 19,466,269 2,471,629 -                       21,937,898

Proceeds from other long-term
obligations   Note 2 -                       46,169 -                       46,169
Debt service requirements on
other long-term obligations  Note 4 512,657 3,063,732 -                       3,576,389

2. Dividends, interest, and gains on
the sale or redemption of
investment securities Note 5 -                       -                      -                       -                     

3. Trustee or custodian  -                       -                      -                       -                     

4. Grants and aid from the federal
government  Note 6 2,281,211 7,047,957 -                       9,329,168

5. Grants, aid, contributions, or gifts from a
private agency, organization, or individual
except amounts received in lieu of taxes Note 12 106,276           -                      -                       106,276

6. Amounts received from State of AZ  Note 6 6,864,429 318,162 -                       7,182,591

7. Quasi-external interfund
transactions  Note 14 -                       651,906           7,169,933        7,821,839          

8. Amounts accumulated for the purchase
of land, and the purchase or
construction of buildings or improvements -                       -                      -                       -                     

9. Highway user revenues in
excess of those received in
fiscal year 1979-80  Note 7 4,351,161        -                      -                       4,351,161          

10. Contracts with other political
subdivisions  Note 6 3,917,431 -                      -                       3,917,431

11. Refunds, reimbursements, and
other recoveries  Note 5 -                       -                      -                       -                     

12. Voter-approved exclusions not
identified above (attach resolution) -                       -                      -                       -                     

13. Prior years carryforward  Note 9 6,037,620        1,936,443        -                       7,974,063          

14. Total exclusions claimed $49,046,275 $15,535,998 $7,169,933 $71,752,206

C. Amounts subject to the expenditure
limitation (If an individual fund category/type
amount is negative, reduce
exclusions claimed to net to zero.) $62,623,909 $31,534,449 $94,379 $94,252,737

See accompanying notes to report.
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City of Flagstaff 
Notes to Annual Expenditure Limitation Report 

Year Ended June 30, 2014 
_____________ 

 
Note — 1 Summary of Significant Accounting Policies 
 
The Annual Expenditure Limitation Report (AELR) is presented on the basis of accounting  
prescribed by the Uniform Expenditure Reporting System (UERS), as required by Arizona 
Revised Statutes §41-1279.07, which excludes expenditures, expenses or deductions of 
certain revenues specified in the Arizona Constitution, Article IX, §20 from the total 
expenditure, expenses or deductions reported in the fund financial statements. 

 
In accordance with the UERS requirements, a note to the AELR is presented below for any 
exclusion claimed on Part II and each subtraction or addition in the Reconciliation that 
cannot be traced directly to an amount reported in the fund financial statements.  All 
references to financial statement amounts in the following notes refer to the Statement of 
Revenues, Expenditures, and Changes in Fund Balances of the Governmental Funds, 
Statement of Revenues, Expenses, and Changes in Fund Net Position for the Proprietary 
Funds, Statement of Cash Flows for the Proprietary Funds.  

 
Note — 2 Debt Proceeds  
The exclusion claimed for bond proceeds in the Governmental and Enterprise Funds 
consists of the following: 
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

 

 
Note — 3 Bonded Indebtedness 
The exclusion claimed for debt service requirements on bonded indebtedness in the 
Governmental and Enterprise Funds consists of principal retirement and interest expenses. 
 

 
Note — 4 Other Long-Term Obligations 
Reconciliation of debt service requirements on other long-term obligations 
 

Reconciliation of Indebtedness: 
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

 
Note — 5 Miscellaneous Revenue and Investment Earnings 
Reconciliation of miscellaneous revenue and other investment earnings are as follows: 
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

 
Note — 6 Exclusions for Federal Grants and Aid, Capital Projects and State Highway 

Funds 
 
This schedule presents revenues from which exclusions have been claimed for federal 
grants and aid, capital projects, amounts received from the Governmental and Enterprise 
Funds. 
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

 
Note — 7 Highway User Revenues in Excess of Fiscal Year 1979-80 
 
The exclusion claimed for highway user revenues in excess of those received in fiscal year 
1979-80 in the Special Revenue Funds was calculated as follows: 
 

 
Note — 8 Total Expenditures/Expenses 
 
Total expenditures/expenses reported within the fund financial statements.   
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

Note — 9 Carry forwards of Dividends, Interest and Gains on Sales or Redemptions, 
Certain Reimbursements, and Unspent Debt Proceeds 

 
Dividends, interest, gains on the sales or redemptions of investment securities, certain 
reimbursements, and unspent debt proceeds are eligible for carried forward into future 
periods and consist of the following:  
 

 
 
Note — 10    Carryforward Available by Fund 
 
The following table summarizes carry forward amounts available by fund since FY1989-90 
for Governmental, Enterprise, and Fiduciary funds. A HURF carryforward has been added as 
of June 30, 2004.   
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

Note — 11 Reconciliation Deductions and Additions 
 

 
Note — 12 Capital Contributions 
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Notes to Annual Expenditure Limitation Report – Continued 
_____________ 

 
Note – 13 IBNR 
 
The deduction of $127,779 for claims incurred but not reported consists of the estimated 
costs of claims incurred and expensed in the current year but not yet paid in the internal 
service fund.  CAFR footnote page 83. 
 
The addition of $222,158 for claims paid in the current year, but reported as expenses 
incurred but not reported in previous years, consists of cash payments in the current year 
for claims recognized as an expense in previous years in the internal service fund.  CAFR 
footnote page 83. 
 
 
Note – 14 Quasi-external Interfund Transactions 
 
Exclusion of quasi-external interfund transactions may be taken in the fund in which the 
revenue is recorded and represent a transaction between funds that are recorded as if the 
transaction was with an entity external to the city.  The qualifying transactions are listed in 
the table below. 
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