
July 5, 2016 

Mayor and Council: 

The Flagstaff City Charter designates to the City Manager the responsibility to recommend an 
annual budget to the City Council.  This is among the most important tasks of the City Manager 
and represents a significant investment in both time and energy for myself and City staff.  
With this letter, I transmit the City Manager's FY 2017 budget.  This recommended budget 
provides a solid foundation upon which the City Council can deliberate and determine a plan on 
how best to allocate municipal revenues to further the City's mission of protecting and 
enhancing the quality of life of its citizens.  Among our highest duties is the responsibility 
to remain fully accountable and transparent in the prudent use of public funds.   

This budget constitutes a collaboration with the City Council that began last December when we 
met to discuss Council’s goals and budget priorities.  At that time the City Council indicated its 
preference to focus on the following priorities for FY 2017:   

• Employee Compensation and Investment
• Economic Development Strategies
• Infrastructure
• Assist Most Vulnerable Populations
• Regional Plan Implementation
• Transportation

We met again in February to further refine your priorities and discuss our fiscal challenges. I 
believe that this budget reflects a commitment to furthering your budget priorities in a 
meaningful and strategic manner.  For consistency in communications, it was helpful that your 
budget priorities were already aligned with several of your Council goals which were adopted in 
December 2014 and revised in 2015.   

FY 2017 Budget Summary 
FY 2017 Change from FY 2016 

General Fund $63,513,733 $2,555,587 (4.2% increase) 
All Other Funds $201,480,425 $20,720,974 (11.5% increase) 
Total City Budget $264,994,158 $23,276,561 (9.6% increase) 

In the FY 2016 budget, Council approved the funding of some one-time personnel expenses for 
the purposes of improving recruitment and retention of employees and providing better City 
services.  Examples included dispatch shift differential pay and attraction/retention funding, 
Library employee hours at both the Main and East Flagstaff Branches and the snow removal 
stipend.  We evaluated these one-time personnel expenses in the context of whether they were 
successful in achieving their desired results and, if so, endeavored to fund them with recurring 
dollars in the FY 2017 recommended budget.   
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Fund Accounting 

The City uses funds to report its financial position and the results of its operations.  Fund 
accounting ensures financial resources are segregated by certain governmental functions or 
activities.  Fund accounting also supports legal compliance and aids overall fiscal management 
practices.  A fund is a separate accounting entity with a self-balancing set of accounts, which 
includes assets, liabilities, fund equity, revenues and expenditures.  More information on fund 
accounting and the City’s financial structure can be found in the next section of the Budget 
Overview.   

Revenues 

Recurring revenues are the portion of City funds that can reasonably be expected to continue 
year over year with a certain degree of predictability.  Property and sales taxes are an example 
of recurring revenues.  One-time revenue is money that the City receives that we do not expect 
to reoccur in subsequent fiscal years.  Primary sources of one-time revenue include:  unspent 
funds from the prior fiscal year, grants, bonds and atypical revenue from a particular industry. 
The latter is most commonly associated with the auto and construction industry.  Auto sales 
vary widely from year-to-year.  Consequently, when sales tax associated with the auto-industry 
is atypically high, we carry most of that forward as one-time revenue.  The City budgets the 
construction industry the same way.  At the February budget retreat Council expressed 
confidence that its priorities and goals could be accomplished in the coming year without the 
need to find additional revenues through increased taxes or fees.  We have approximately $2.5 
million in one-time dollars and $2.6 million in ongoing dollars to allocate in the General Fund for 
FY 2017.   

The following is a breakdown of one-time and ongoing available funding per fund: 

Fund One-Time Available Ongoing Available 
General Fund $2,451,000 $2,617,000 
Library - 190,000 
Housing and Community Services 230,000 - 
Highway User Revenue 2,203,000 160,000 
BBB Funds 

  Beautification 240,000 50,000 
  Economic Development 100,000 100,000 
  Tourism 700,000 290,000 
  Arts and Science 110,000 55,000 
  Recreation 500,000 50,000 

Environmental Management 25,000 20,000 
Solid Waste 378,000 68,000 
Housing Authority - 98,000 
Stormwater 375000 145,000 
Water 500,000 400,000 
Wastewater 300,000 - 
Reclaimed Water - 50,000
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Expenditures 

Even though we find ourselves in a relatively better financial position for the coming year, we 
are still recovering from the effects of the “great recession” and the necessary constraints it has 
placed on our spending over the past five years.  Last year’s budget reflected good progress 
towards restoring City services to a level consistent with the expectations of City Council and 
our community.  However, with revised service level requests from across the organization for 
new spending in excess of $17.3 million dollars we were challenged to deal with the lingering 
pent up demand.  I called upon our Leadership Team to help prioritize the $4.5 million in new 
personnel requests.  The FY 2017 recommended budget provides for $11.3 in new spending 
over last year for personnel, equipment and services which means that many of this year’s 
requests from the various City divisions were denied.  In addition, many of the ongoing 
requests were only approved as one-time expenditures as ongoing dollars were limited.  
The FY 2017 budget is structurally balanced in accordance with the requirements of our City 
Charter and state law. 

As in previous budgets, we split both revenue and expenditures between recurring and one-time 
within each fund.  Identifying ongoing revenues is helpful in understanding the degree of impact 
the expenditure change can make on the level of service and/or Council goals and 
priorities. Employee compensation/investment, economic development strategies, 
transportation and infrastructure and assisting the most vulnerable populations were high 
on Council’s list of budget priorities for FY 2017.  

General Fund Ongoing New Investment 
Council Budget Priorities

Employee Investment

Other Council Goals

Other Budget Needs

Other Budget Priorities

Total excludes $214,000 in offsets 
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Employee Compensation and Investment 
This year I am recommending a three year strategy to bring all City pay structures up to 
market and this is built into all five year plans.  This has been a goal of Council for the past few 
years and is supported by our Employee Advisory Committee (EAC).  The recommended 
budget includes ongoing dollars for employee compensation for both FY 2017 and FY 
2018.  While some positions that are further below market will receive more than those 
positions closer to market, City employees will receive a minimum of a 2% increase unless 
they are at or above the maximum of the proposed pay structure.   

Another achievement is the funding of public safety pension increases with ongoing dollars from 
FY 2017 forward.  Previously, approximately $750,000 of this expense was funded with one 
time dollars.  It should be noted that this includes an increase of $240,000 for FY 2017 alone. 
This helps us to maintain a strong fiscal position with a structural balance that pays for ongoing 
fixed expenses with recurring dollars.  Finally, I think we were able to make some good 
progress towards achieving Council’s other budget priorities and goals in the City Manager’s 
recommended budget.  Even with finite resources I was surprised of how much we were 
actually able to accomplish in the revised service level requests from the various divisions.  I 
will say that this year the Budget Team was primarily concerned with making sure that we 
have the capacity in both staffing and other resources to keep up with current demand while 
strategically positioning ourselves to better respond to anticipated additional workload in FY 
2017.     

In order to invest in the training and development of our employees across the organization I am 
recommending a one-time appropriation of $70,000 for Citywide “Investing in You” Training 
which includes such topics as communications skills, ethics and leadership. 
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General Fund - New One-Time Investments 
FY 2017 Budget

Employee Investment

Public Infrastructure and
Services

Transportation

Regional Plan Implementation

Economic Development

Assist the Most Vulnerable

Other Council Goals

Other Budget Needs

Total excludes $1.4m in offsets 
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Staffing 
The FY 2017 recommended budget includes six new permanent staff positions in the General 
Fund, including two that are funded with 100% direct offset, and a total of five new permanent 
positions throughout all other funds.  These eleven new staff positions help achieve Council’s 
budget priorities and goals and are designed to meet current service levels, build required 
infrastructure and facilitate continued economic development: 

• Building Inspector
• Fire Inspector
• GIS Administrator
• Payroll Specialist
• Court Collections Specialist (prior year 1x)
• Animal Control Officer (offset with parking officer)
• Utilities Stormwater Project Manager
• Water Conservation Specialist
• Parking Manager (1) and Parking Compliance Officers (3)
• Volunteer Coordinator (additional .52 FTE)
• Additional hours for HR Analyst Ongoing

The FY 2017 recommended budget also includes staffing solutions on a temporary basis: 
• Library Clerk/Specialist – part time, six months, one-time
• Collection Specialist – Court  - one-time, revenue target – funded outside of General 

Fund
• Contract Specialist – one-time for two years
• Admin Assistant – Court – one-time – funded outside of General Fund
• Admin Specialist – Housing – part-time, contract, one-time – funded outside of General 

Fund
• Civilian Paramedic – CART/ Fire Department – one-time
• Community and Neighborhood Liaison with NAU – one-time for two years
• Court Administrative Assistant – one-time 

Economic Development Strategies 
The City of Flagstaff continues to invest in growing the local economy in a diverse manner with 
positive results indicated through increased wages and revenues.  Some investments the City 
has made and continues to make include Downtown, Auto mall, Southside revitalization, 
Northern Arizona Center for Entrepreneurship and Technology Incubator and Accelerator, and 
the newly formed Parking District.  As a regional hub in northern Arizona, Flagstaff continues to 
look at retail development to decrease leakage to the larger metropolitan areas.  In addition, the 
City has a robust tourism industry that continues to outpace both state and nationwide recovery 
numbers.  In addition, the City looks to enhance primary high wage sectors including the bio-
sciences, astronomy, advanced manufacturing, health care and digital products.  These efforts 
have come about through a multi-pronged approach that includes internal change (making it 
‘easier’ to do business within the City) as well as direct assistance that encourages existing and 
new businesses. 

Transportation and Infrastructure 
Another residual effect of recessionary budgeting is the adverse impact to transportation and 
infrastructure.  In the past few budget years we have managed to provide additional funding for 
critical City infrastructure and improvements to transportation which aligns well with Council 
goals.  This year’s recommended budget continues this investment with approximately $81 
million, including $20 million in new capital expenditures, across all funds, for improvements to 
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community assets like the Flagstaff Urban Trail System (FUTS), Flagstaff Pulliam Airport, the 
landfill, and water/wastewater utilities, just to name a few.  In addition, there is another $28 
million for improvements to streets and transportation infrastructure that is funded through a 
combination of Highway User Revenue Funds (HURF), transportation tax and Proposition 406 
dollars.  In the General Fund alone we have identified $1.5 million in one-time and another 
$200,000 in recurring funding for needed repairs and maintenance to many of our City buildings.  
Other highlights of this recommended budget include $850,000 to construct the Sunnyside 
phase 5-D improvements, traffic signal enhancements to help alleviate congestion, and 
$150,000 to begin a catastrophic fund for future IT hardware and software needs.   

Assist Most Vulnerable Populations 
During our February retreat Council engaged in helping to define who comprises our most 
vulnerable.  The result was a better understanding that this means those in our community who, 
through, no fault of their own, struggle to live and have consistent access to those basic human 
needs such as food, shelter and clothing.  We heard from Council that it would like us to 
consider short and long term solutions and leverage our resources by emphasizing partnerships 
when possible.  Additionally, Council recognized that the high costs associated with housing in 
our community create an additional burden for those who are already struggling to make ends 
meet.  In support of this Council budget priority, we focused our efforts on maintaining current 
programming and services.    

Summary of Changes since City Manager Proposal in April 
In April, the Council provided additional direction on an additional $1,113,000.  This direction 
has been incorporated into the budget and includes: 

• $80,000 Public Safety Uniform Allowance
• $125,000 Public Safety Overtime
• $50,000 Southside Neighborhood Plan
• $229,000 Service Partner Contract Increases/Memberships (B&G, FACTS, NACASA,

Humane Society, FAC-STEM, AZ-Mexico Commission)
• $61,000 Downtown Library Sunday Hours
• $59,000 Siler Homes After School Program
• $34,000 Pay Increase for Part-time/Non-Benefit Eligible Employees
• $475,000 Facility Contingency Fund

Summary in General Fund 
The budget for FY 2017 presents a financially sustainable plan under which to perform City 
services and operations in a manner which helps to achieve City Council priorities and goals. 
My focus with the Budget Team and Leadership for this year’s budget was to make sure that we 
were taking care of our current personnel and responsibly maintaining the infrastructure we 
already have before adding anything else.  I believe that this recommended budget reflects 
that commitment while also situating ourselves to be responsive to those areas where 
we expect to see increases in demand for City services in the coming year.  Full five 
year plan summaries for all other funds can be found in the budget book.  Also, enclosed in 
the budget book is an economic outlook for the City of Flagstaff. 

Respectfully Submitted, 

Josh Copley  
City Manager 

Annual Financial Plan Page 24 City of Flagstaff



The City of Flagstaff 
Service At A Higher Elevation 

Mission 

To protect and enhance the quality of life of its citizens 

Vision 

The City of Flagstaff is a safe, diverse, vibrant, and innovative community 
with a unique character and high quality of life.  The City fosters and 

supports a balance of economic, environmental, educational, and 
cultural opportunities. 

Values 

Teamwork 

Accountability 

Communication 

Quality 

Leadership 

Annual Financial Plan Page 25 City of Flagstaff



City of Flagstaff 
City Council Goals: 2015 – 2017 

Revised December 2015 

1) Invest in our employees and implement retention and attraction strategies
• Bring all City employees up to market pay
• Invest in training and development in our staff
• Fund pensions at the minimum recommended contribution levels to assure

ongoing plan viability
• Participate in the evaluation and implementation of a pension plan structure that

will provide a secure and sufficient benefit to retirees within a sustainable cost
structure for the employer and the employee

2) Ensure Flagstaff has a long-term water supply for current and future needs
• Identify financing, plan for and construct red gap waterline
• Secure ROW
• Review current water rates structure
• Integrate conservation strategies into all water resource management
• Expand the use of reclaimed water

3) Provide sustainable and equitable public facilities, services, and infrastructure 
systems in an efficient and effective manner to serve all population areas and 
demographics
• Rio de Flag - Complete 100% plans, Limited Re-evaluation Report (LRR) and 
identify financing strategy
• Construct Core Services Maintenance Facility at McAllister Ranch
• Explore stadium and arts district
• Maintain existing infrastructure by   investing in ongoing maintenance and 
operations to get closer to target condition
• Design, finance and construct courthouse
• Enhance library hours 

4) Develop and implement guiding principles that address public safety service
levels through appropriate staffing levels
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City of Flagstaff 
City Council Goals: 2015 – 2017 

Revised December 2015 

5) Explore and adopt policies to lower the costs associated with housing to the 
end user
• Understand and support increasing housing availability in conjunction with 

Flagstaff Housing Authority (FHA)
• Facilitate exploration of financing tools and models that meet the needs of 

affordable rental community
• Review regulatory documents in regard to the complexity of housing affordability
• Support creative partnerships around workforce housing

6) Provide a well-managed transportation system
• Identify financing strategies to support the transportation system
• Identify specific projects that will help relieve traffic congestion
• Consider geographic/behavioral/social solutions that will help relieve traffic 

congestion
• Support partnerships and explore solutions that will help relieve traffic congestion

7) Continue to implement the Flagstaff Regional Plan and focus efforts on 
specific plans
• Identify and address gaps in Regional Plan
• Identify priorities for specific plans

8) Improve effectiveness of notification, communication, and engagement with 
residents, neighborhoods and businesses and about City services, programs, 
policies, projects and developments
• Review what, when and how Council and public are notified about 

development projects
• Identify opportunities for collaborative outreach among Council members and key 

community stakeholders
9) Improve the economic quality of life for Flagstaff through economic 

diversification, and by fostering jobs and programs that grow wages and 
revenues.

10) Support and assist the most vulnerable
• Focus on comprehensive economic and social support systems
• Provide direct assistance through service contracts for social services
• Assist and decrease the number of and assist the working poor 

11) Ensure that we are as prepared as possible for extreme weather events
• Present resiliency and preparedness goals to Council
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New Year's Eve Pine Cone Drop (Flagstaff Convention and Visitors Bureau)
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