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Agenda

• Budget Team
• Budget Introduction
• Maintaining Fiscal Health
• Council’s Role in the Budget Process
• Priority Based Budget (PBB)
• Budget Team Focus/Council Expectations
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Purpose

Provide financial advisement and strategic direction to the City 
organization and to protect the interest of the public through 

sound fiscal services
• Achieved through, but is not limited to the following

• Provide fiscal oversight and financial decision-making
• Forecast short-term and long-term financial landscape
• Prepare a balanced annual budget for City Council consideration
• Provide recommendations to secure the organizations financial 

stability
• Address and respond to emergency needs and resource allocations
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Meetings

• Scheduled weekly on Thursdays
• Council Retreats
• Division Review Meetings
• Recessionary and Emergency Response
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Roles – Strategic Leadership

• Strategic planning to bolster the City’s financial health
• Communication and outreach to the community in a continuous 

and transparent manner
• Help create and maintain a strategic plan to include long-term 

initiatives
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Roles – Assessment

• Assess organizational expenditures through Priority Based 
Budgeting methodologies, ensuring that our programs, services, 
and resources align with the Community Priorities 

• Assess and review organizational revenues to assure resources 
address the needs for the short-term and long-term operation 
and continued awareness of the Recession Plan 
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Roles – Budgetary

• Provide oversight for the formulation of the Annual City 
Budget for eventual adoption by the City Council

• Provide ongoing analyses of those budgetary matters that 
require review and approval, including but not limited to

• Proposed amendments to the budget
• Intra-divisional transfers
• Personnel costs that exceed those identified in the budget
• Capital costs that exceed budgeted appropriations
• Emergency expenditures
• Expenditures requiring approval pursuant to recession planning 
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Budget 
Introduction

10



Process
Program 

Managers/
Employee 

Input

Section 
Managers 

Review

Division 
Heads 

Review

City Council 
Budget Retreat

February

Budget Team 
Review

Detailed Budget/ 
Program Review

Budget Team/
Division Heads/EAC

Review of City 
Manager's 
Proposed 
Budget

Division Heads/EAC

City Council 
Budget Work 

Session
(Two Days)

Public Hearing 
Property Tax Level 

Adoption
(As needed)

Adoption of 
Tentative Budget

Adoption of 
Final Budget 
(After Public 

Hearing)

Property Tax 
Levy Adoption

Implementation of 
Budget

City Council 
Budget Retreat

Dec/Jan
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Timeline
• January 31, 2025– Council Budget Retreat
• February 13 & 14, 2025 – 2nd Council Budget Retreat
• March 27, 2025 – Council Capital Retreat
• April 24 & 25, 2025 – City Manager Recommended Budget 

Retreat
• June 2, 2025 – Tentative Budget Adoption
• June 17, 2025

• Property Tax Levy Hearing 
• 1st Reading of Property Tax Adoption
• Final Budget Adoption

• July 1, 2025 – Final Reading of Property Tax Adoption
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Color of Money
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Color of Money

• City has numerous revenue sources, and many have restrictions 
on how they can be spent

• The City has over 50 different funds to segregate those revenues 
and expenses to ensure compliance with restrictions and 
accounting standards

• In many instances, revenue from one fund cannot be used to 
pay for other fund’s expenses unless they meet the 
requirements of the fund
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Fund Types

• Special Revenue Funds
• Enterprise Funds
• Capital Project Funds
• Debt Service Funds
• General Fund
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Special Revenue Funds

• These funds are used to account for revenues derived from 
specific taxes or other earmarked revenue sources

• Are usually required by statute, charter provision, or ordinance 
to finance a particular function or activity
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Special Revenue Funds

• Housing and Community Services – grants
• Library – secondary property tax and General Fund transfers
• Highway User Revenue Fund (HURF) – gasoline tax
• Transportation – 1.486% sales tax

• Transit (.50%) – Effective 7/1/25
• Road Repair and Street Safety (.33%)
• Lone Tree/Route 66 Overpass (.23%)
• Transportation Improvements (.426%)
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Special Revenue Funds

• Bed, Board and Beverage (BBB) – 2.0% tax
• Beautification – 20%
• Economic Development – 9.5%
• Tourism – 30%
• Arts & Science – 7.5%
• Recreation – 33%

• ParkFlag - fees
• Water Resource and Infrastructure Protection - fees
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Enterprise Funds

Includes: 
• Water  
• Wastewater
• Reclaimed Water
• Stormwater
• Solid Waste
• Sustainability and 

Environmental Management
• Airport
• Flagstaff Housing Authority

Self-supporting thru User 
Fees

• User fee ordinances restrict the use 
• Water/Wastewater/Trash Charges
• Rent
• Airport Lease and Fees
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Capital Project Funds

• Capital project funds are used to account for major capital 
acquisitions separate from ongoing operations

• Restricted funding sources:
• Voter approved bonds, grants, third party restricted fees

• General obligation bond projects:
• Flagstaff Urban Trail System (FUTS)/Open Space
• Watershed Protection
• Proposition 441 & 442 (Infrastructure and Housing)

• United States Geological Survey (USGS) campus expansion
• Downtown Mile
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Debt Service Funds

• Debt service funds are used to account for the accumulation of 
resource and payment of long-term debt

• Restricted revenues
• General obligation bond fund – secondary property tax
• Pension bond fund – General Fund, Water Resource and Infrastructure Protection 

Fund and Airport Fund transfers
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General Fund

• Accounts for all revenues and expenditures used to finance the 
traditional services associated with a municipal government 
that are not accounted for in other funds

• In other words……
• Everything else
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General Fund

• 1% City Sales Tax
• Franchise Tax
• Primary Property Tax
• State Shared Revenue (Sales, Income, Vehicle Tax)
• Licenses and Permits 
• Fines and Forfeitures
• User Fees - Charges for Services

• Community Development, Recreation, Police, Fire, Cemetery
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New Budget Section

• City’s budget is a year-round process
• Priority Based Budget

• Program oversight
• Community outreach

• Complexity of operations and capital improvement programs
• Enhanced communication and training
• User fee/rate study analysis and coordination
• Enhanced and more timely revenue reviews and projections

24



New Budget Section

• Staff with budget focus, knowledge and experience
• Building capacity

• Finance section needs capacity to focus on: 
• Grants
• Financial reporting and audit
• Payroll

• Customer Service section needs capacity to focus on:
• Customers, billing and collections
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New Budget Section
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Budget 101 Orientation

Finance offers a Budget 101 Orientation to new staff and Council
 
• Contact Brandi Suda to schedule orientation at 

bsuda@flagstaffaz.gov or 928-213-2217

• Need additional financial, purchasing, grants, contracts, 
emergency management or customer service orientations?

• Contact Rick Tadder at rtadder@flagstaffaz.gov or 928-213-2205
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Maintaining 
Fiscal Health
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Fiscal Responsibility
• Structurally balanced 5-year plan for all funds
• Achievable revenue estimates, portion of revenues reserved for 

one-time use
• Cash balances should be used for one-time expenditures
• General Fund balance policy minimum of 20% of General Fund 

ongoing revenues
• Recession cycles built into revenue projections
• Budget process
• Regularly reviewing and updating rates/user fees
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Fiscal Responsibility
Bond Ratings
• The City of Flagstaff consistently 

receive high bond ratings
• Current GO ratings:

• Standard and Poor’s Financial 
Services:

 AA Outlook: positive
• Moody’s Investors Service: 

Aa1
• Fitch
 AA+ Outlook: Stable

• Current Revenue/COP’s Debt
30



Fund Balance Reserve Policy
• The Government Finance Officers Association (GFOA) provides 

best practices for level of unreserved fund balance for cities 
General Fund

• Assist in economic future risks, not emergency fund
• Setting appropriate level
• Use and replenishment
• Fund Balance is a balance sheet account
• Cash flow purposes
• Not available for spending each fiscal year
• Placeholder for when revenues do not meet expectations
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Fund Balance Reserve Policy

• General Fund – 20% (~$16.6M)
• Flagstaff's level of risk per GFOA is low to moderate, target fund 

balance recommendation 17-25%
• Special Revenue Funds – 10%

• Highway User Revenue Fund – 20%
• Other Enterprise Funds – 10%

• Water Services Funds – 25%
• Capital Project Funds – 10%
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Multi-Year Planning
• Budget book presents five years while we plan a minimum of 

ten years
• Structurally sound

• Reasonable revenue estimating
• Built in recessionary periods
• Ongoing budgets balanced within ongoing capacity

• Built in compensation increases
• One-times focused on cash balances

• Revenues exceed projections
• Expenditure savings from prior fiscal year
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Recession Planning

• Adopted policy that identifies the action steps to address 
declining revenues

• Overlays and is independent to the adopted budget
• Adaptable in implementation
• Moving into the Significant stage (or higher) requires Council 

action
• Council action gives the City Manager direction to apply 

measures at that level
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Recession Planning

• Primary focus on operating expenses versus capital 
improvements

• Maintain levels of service
• Capital Improvement Program (CIP) can be adjusted in 10-year 

plans, timing
• Some projects that are not urgent, may be deferred

• General Fund generally has the biggest impact
• General Fund operating budget in FY 2024-2025 was 39% of the 

total City
• Investing dollars strategically offsets impact of a recession

• Tourism and construction for example
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Five Stages of the Recession Plan
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Dedicated Professional Staff
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Council’s Role in the 
Budget Process
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Process
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What does their body language tell you?









Staff tried…..

• Spread it out….by department

• Budget video

• Show and tell…..

• Using graphs…







“I’ll pause 
for a 

moment so 
you can let 

this 
information 

sink in.”





So, what am I supposed to do 
with this?



What does this mean?

• What do all these numbers really tell me?
• Is everything ok?
• Do we need to make cuts?
• Do we need to raise taxes or fees?
• Do we have money to spend?

• What do you want me to decide and vote on?

OR 
• Are you just wanting my “rubber stamp” of approval ?



Council’s Response

• Check the Math…..
• Compare the columns…..

• Budget to Budget?
• Budget to Actual?
• Actual to  Actual?

• Line item discussions……Big numbers? What looks out of line?
• Office Supplies?
• Subscriptions?
• Travel and Training?



Frustrations:

• We just sit though hours of presentations, asking questions, but don’t 
really have any input…..

• When we ask questions, we’re often met with defensive staff 
members or are treated like we “just don't understand.”

• “Just trust us, we are the experts, after all…..”
• No room in the budget for any of our ideas…..
• There are “untouchables” in the budget that we just can’t discuss.
• How do I know we are actually spending our dollars effectively and 

are doing what we and our citizens want done?



Elected Officials Want to Know:

• What are the questions I should be asking?
• How do I not look stupid?

• What do I need for staff to “show me”?
• How do I ask the questions without staff thinking that I’m 

“micromanaging”  or “out to get them”?
• How can all this “data” be turned into “information” that 

we can use to make decisions and set policy?
• How can we have better conversations about our resources 

and what we are trying to do during the budget process?



Trust

https://www.pewresearch.org/politics/2024/06/24/public-trust-in-government-1958-2024/ 

https://www.pewresearch.org/politics/2024/06/24/public-trust-in-government-1958-2024/
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https://www.pewresearch.org/short-
reads/2024/04/11/americans-rate-their-
federal-state-and-local-governments-less-
positively-than-a-few-years-ago/ 

https://www.pewresearch.org/short-reads/2024/04/11/americans-rate-their-federal-state-and-local-governments-less-positively-than-a-few-years-ago/
https://www.pewresearch.org/short-reads/2024/04/11/americans-rate-their-federal-state-and-local-governments-less-positively-than-a-few-years-ago/
https://www.pewresearch.org/short-reads/2024/04/11/americans-rate-their-federal-state-and-local-governments-less-positively-than-a-few-years-ago/
https://www.pewresearch.org/short-reads/2024/04/11/americans-rate-their-federal-state-and-local-governments-less-positively-than-a-few-years-ago/
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Pew Research center Survey conducted in July 2023

https://www.pewresearch.org/short-
reads/2024/04/30/more-than-80-of-americans-believe-
elected-officials-dont-care-what-people-like-them-think/



How does Priority 
Based Budgeting help?



Priority Based Budgeting Process 



“The budget is the most important and powerful policy 
document.”
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Conversations!



From these questions…

• What do all these numbers really tell me?
• Is everything ok?
• Do we need to make cuts?
• Do we need to raise taxes or fees?
• Do we have money to spend?

• How can all this “data” be turned into “information” that we can use 
to make decisions and set policy?



…to New Strategic Questions 

• How do we figure out what is of the highest importance in our 
community?

• What should we be doing?
• What exactly do we do? 
• How much does it cost? 
• How well are we doing it?
• How do we know we are successful? 
• What resources do we have available to do this?

• How much do we have available to spend? (not “How much do we need”?)
• Are we in a “good” place?  (What does that look like?)
• Why do we need to keep money in the bank, (reserves) and what are we doing with it?



…to New Strategic Questions 

• Which programs are of the highest priority in terms of achieving what is 
expected by the community?  

• And which are of lesser importance?

• Which programs are truly mandated for us to provide
• And how much does it cost to provide them?

• Which programs are offered because they are “self-imposed” ?

• Which programs are offered for which there are no other service 
providers?

• Are there programs might lend themselves to public/private partnerships?



…to New Strategic Questions 

• Who in the private sector is offering programs that are similar in 
nature?

• And should we consider” getting out of that business”?

• Which programs are experiencing an increasing level of demand from 
the community?  

• And which are experiencing a decreasing need?

• Are there programs offered that are not helping us achieve our 
intended “Results”?

• What are we spending to achieve our “Results”?



Strategic Questions 

• What’s our plan and what could cause it to change?
• What might our future look like? 
• When things change, how can we anticipate, plan, respond?
• What if we………..???



Let’s have the conversations we 
want to have about the things that 

are really important to all of us.
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Congratulations!

• Flagstaff is one of about 200 local governments currently utilizing 
PBB! 

• Key points:
• Focus on Community priorities
• Alignment with your goals
• Transparency and accountability
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Priority Based Budget
(PBB)
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Overview
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City of Flagstaff
PBB
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Goals

• Data-driven decision-making in the budget process
• Transparency and engagement in the budget process
• Align budget process with community priorities

• Every City service and function are tracked as a program
• Every program is evaluated against priorities and objectives

• Determined by Community and Council
• Excludes grants and capital budgets



Priority and Objective Development

• Summer 2019 - Began the PBB journey
• Fall 2019 - Engaged with Council on priorities and objectives
• Summer 2020 - Community outreach
• November 2020 - Council adopted priorities and objectives
• Summer 2023 - Reviewed priorities and objectives

• Council and community input
• Fall 2023 - Adopted revised priorities and objectives
• Spring 2025 – Council review of priorities and objectives









Annual Process

1. Review program inventory
• Governance
• Community

2. Allocate costs to PBB programs
3. Score new programs

• Based on priorities and objectives
4. Submit and present budget requests
5. Analyze budget requests based on costs and program scores



FY 2024-2025 by Quartile

Quartile
Total 

Approved

Most Aligned $      6,577,381

More Aligned     11,327,952

Less Aligned     5,841,316

Least Aligned       4,480,909

Total $   28,227,558

82

*Excludes grants, capital and reclassifications



Public Facing Data

https://openpbbdata.net/Flagstaff/
• Provides transparency over City funds
• "Mile-high" view of budget overview of operating 

budget
• Shows budget and scores for all programs

• Can be sorted by goals, budget size, and program name
• Does not show specific funds or accounts
• Does not include capital expenditures

https://openpbbdata.net/Flagstaff/


Budget Team Focus/
Council Expectations

84



Investing in Employees

• Identify recruitment opportunities 
• Market competitive pay
• Predictable pay plan advancement
• Compensate employees with good and strong 
performance

• Maintaining cost share levels for benefit coverage
• Maintain entry wage levels above minimum 
wage



Aligning with Priority Based Budget

• Enhance and increase utilization for budget 
decisions

• Continued improvements to the budget request 
process through enhanced tools

• Key Community Priorities and Objectives will 
guide budget initiatives and recommendations



Funding Requests

• Alignment with Carbon Neutrality Plan and 10-Year 
Housing Plan

• Prioritize infrastructure replacement/maintenance 
needs

• Continue focus on transitioning remaining ongoing 
operating expenses funded one-time

• Work to align the Capital Improvement Plan within 
the constraints of the Expenditure Limitation

• Ensure ongoing maintenance needs are identified and 
funded appropriately



Council Discussion

• Expectations for the FY 2025-2026 Budget
• Focus Areas
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Upcoming Retreats
February 13th and 14th Retreat Topics:

• Revenue updates and projections
• Available resources and fixed costs
• Resource allocations and needs 
• Balancing the needs
• Any other topics?

• March 27th Capital Retreat Topics:
• Funded
• Unfunded
• Any other topics?

• April 24th and 25th Retreat Topics:
• Recommended Budget
• Any other topics?
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Public Participation
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