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CITY COUNCIL REPORT 

POLICY AGENDA 

TO: Ed Zuercher 

City Manager 

AGENDA DATE: May 20, 2014 

FROM: Mario Paniagua 

Budget and Research Director 

ITEM: 3   

SUBJECT: COUNCIL ACTION ON 2014-15 BUDGET 

Staff recommends approval of the 2014-15 City Manager’s Proposed Budget, which 
preserves City services and advances the hiring of Police Officers and Firefighters.  By 
law, the City Council must adopt a balanced budget.  The May 20 action provides the 
time needed to meet legal deadlines and comply with City Code, Charter and State 
Law.  Requirements include advance public notification, publication of detailed budget 
information, advertising, hearings and final legal adoption actions shown below: 

 June 4, 2014 Formal meeting: public hearing and adoption of tentative budget 
ordinance  

 June 18, 2014 Formal meeting: second public hearing and adoption of formal 
budget ordinance 

 July 2, 2014 Formal meeting: adoption of property tax levy ordinance 
 
Additionally, this report provides responses to several City Council requests and 
follow-up information including: 

 Discussion regarding public information and government relations staff and the 
cost for travel, conferences and City memberships 

 Sale of excess property 

 General Fund vacant civilian positions 

 Additional revenue ideas and cost recovery 

 Updates on other information requested by the City Council regarding: 
o costs for hosting large special events 

o circulator bus routes 

o operational costs for bond-funded facilities 

 City Management next steps regarding:  

o Organizational review and identifying new efficiencies 

o Improvements to City revenue collections 

o Reducing health care and worker’s compensation costs 

o Review of the meet and confer ordinance to better align with the budget 
process 

o Budget process review 
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THE ISSUE 
 
The proposed budget provides a balanced 2014-15 General Fund with no reductions to 
services, reflecting the feedback received from the community and from the Mayor and 
City Council regarding the importance of maintaining current City services and a strong 
City organization. More than 20 budget hearings were held throughout the City to 
present the Trial Budget and gather feedback from the public.  About 1,700 comments 
were received at hearings and through e-mail, social media, the City Website, and by 
phone.  Comments overwhelmingly supported the continuance of existing service 
levels, with many indicating a willingness to pay additional fees or taxes as a means to 
balance the budget without cutting City programs.   

The 2014-15 City Manager’s Proposed Budget provides a multifaceted approach with 
shared solutions used to close the General Fund deficit of $37.7 million, as shown 
below. 

Action 
2014-15 
Estimate 

Total 2014-15 General Fund Deficit ($37.7 million)

General Fund efficiencies $6.5 million 

Deferral and use of alternative funding $3.7 million 

Reduced growth to personnel costs through 1.6% total 
compensation reductions in 2014-15 for all City employees 

$16.5 million 

Implement 1% additional ongoing revenue (net amount) $11.0 million 

Remaining 2014-15 General Fund Deficit $0
 

Efficiencies, Deferrals and Cost Realignment 

Efficiency actions result in General Fund budget savings of $6.5 million.  Additional 
deferrals and alternative funding actions further reduce 2014-15 General Fund costs by 
approximately $3.7 million and include: 

 A Public-Private Partnership with Grand Canyon University which is contributing 
$125,000 for the City’s Drowning Prevention and Graffiti Busters programs. 

 Using $1.1 million in one-time funds available in the Fire Neighborhood 
Protection Fund (Proposition 301) for replacement cost of one Fire ladder truck.  
This will not affect the timing of hiring of new Firefighters. 

 Slightly reducing growth to the Contingency fund from $2 million to $1.6 million, 
which increases the fund from 3.9 to 3.95% of General Fund operating costs.  
Taking the amount to $45.3 million, it represents the highest ever General Fund 
Contingency and keeps the City on path toward its 5% goal. 
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 Resetting the implementation date of the second phase for Police Central 
Booking civilianization to September 1, 2014, saving $187,000 in 2014-15.  The 
hiring of 15 new civilians to this detail will enable 15 Police Officers to return to 
patrol and investigative work. 

 Deferring all but the top two categories of needed replacement for vehicles and 
heavy equipment, reducing 2014-15 costs by $1.9 million. 

The full restoration of all services is accomplished through the -1.6% compensation 
concessions in 2014-15 and implementation of recommended additional revenue of 
about 1%.  However, if 2014-15 employee compensation costs are not reduced by at 
least $16.5 million, and/or if recommended additional ongoing revenue of at least 
$11.0 million is not implemented, service reductions would be needed to balance the 
General Fund budget.  Attached to this report are Attachments B and C, which outline 
the potential service reductions in the event that additional revenue is less than 
$11.0 million. 
 

Earlier Hiring of New Police Officers and Firefighters 

The recommended compensation concessions allow the City to begin hiring new sworn 
Police Officers and Firefighters sooner than planned.  This is because in addition to the 
General Fund savings enabling restoration of services including civilianization of Police 
Central Booking, the cost reductions generate further savings in the Public Safety 
Specialty Funds.   
 
As discussed in the February 25, 2014 report and presentation to the City Council 
regarding the Public Safety Specialty Funds, a Council-adopted plan begun in 2010 to 
balance the ongoing deficits in these funds is in progress.  The plan relies on a Police 
Officer and Firefighter hiring freeze to avoid layoffs to sworn personnel.  However, the 
additional savings resulting from the compensation reductions in 2014-15 and 2015-16 
accelerate the balancing of these funds allowing the earlier hiring.   
 
The updated planned schedule for the hiring of new Police Officers is shown below: 
 

Police  
Academy Start Dates 

Number of 
New Hires 

March/April 2015* 15 
July 2015* 15 
October 2015* 25 
January 2016 25 
April 2016 25 
July 2016 25 
October 2016 25 
January 2017 25 
April 2017 25 
July 2017 25 
October 2017 25 
January 2018 25 
April 2018 25 

*Previously, without compensation 
reductions of -1.6% in fiscal year (FY) 
2014-15 and -0.9% in FY 2015-16, Police 
Officer hiring was planned to resume in the 
final quarter of calendar year 2015
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It is important to note the plan to resume hiring of new Police Officers is based on the 
assumptions explained below: 

 The Public Safety Funds balancing plan assumes attrition to achieve savings to 
balance the funds and a low filled count of approximately 2,765 before hiring 
resumes (depending on revenue, employee costs, and attrition).  The current 
filled count is 2,847. 

 The balancing plan as presented in February 2014 projected a sustainable filled 
count between 3,000 and 3,100 at the end of 2017-18 depending on revenue and 
employee costs in future years.  

 Hiring reflected above is staggered and will offset continued attrition and DROP 
retirements. 

 The hiring plan reflected above is subject to change based on available 
resources and expenditures.  Budget and Research will closely monitor revenue, 
expenses and fund balance and work with Police management to adjust class 
sizes and start dates to ensure alignment with available resources. 

 
Any COPS grants awards would be additional to this plan depending on fund match 
requirements. 

Fire will also be able to begin hiring sooner in 2014-15.  As discussed in the February 
2014 Public Safety Funds Balancing report, Fire has been awarded four SAFER Grants 
that have allowed the advance hiring of 98 firefighter positions since October 2010. 
These 98 firefighter positions represent all of the positions that would have been hired 
when the Fire portion of the Public Safety Funds reached the required positive balance. 
The balancing plan has always assumed that these federal grant-funded positions 
would be absorbed back into City Fire Department funds when the grants end.  The 
chart below illustrates the number of positions and the date they are expected to be 
absorbed back into the Public Safety Funds.  A total of 56 positions will be absorbed 
into the Fire Public Safety Funds in 2014-15 and the remaining 42 in 2015-16.  The 
compensation concessions allow 7 additional Firefighters to be hired in March/April 
2015.  Filling of normal attrition in Fire is estimated to resume in 2015-16 and it is 
anticipated that Fire will maintain a sustainable filled count between 1,550 and 1,575.  
The current filled count is 1,567.  SAFER grants may receive extension funding which 
also provides additional capacity to ensure sufficient fund balances and may allow 
additional hiring of Firefighters above what is shown below. 

Number of Firefighter 
Positions 

SAFER Grant 
Expiration Date 

Hire Date 

28 10/17/2014 N/A 
28 12/27/2014 N/A 
7 N/A March/April 2015 
42 2/27/2016 N/A 

Revenue 

Staff confirms the estimate of 3.0% growth in 2014-15 for current General Fund revenue 
above the 2013-14 revised estimate.  The additional proposed revenue of $11.0 million 
would add to this.  The basis for these estimates along with additional explanation and 
information regarding revenue and economic assumptions are outlined in a detailed 
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report attached to the 2014-15 Trial Budget.  The new report added this year provides 
an overview of General Fund revenue, historical amounts and growth rates, and detail 
for each specific major revenue category.   

The balanced 2014-15 City Manager’s Proposed Budget includes a net increase of 
$11.0 million (including implementation costs for parking meters), which is an increase 
of about 1% to ongoing General Fund resources.  Staff will bring a recommendation 
forward to the City Council at the June 18, 2014 Formal meeting, which allows the 
legally required 60-day posting period to be completed.  The posted revenue options 
are listed below: 

• Additional excise tax of $1.50 for residential municipal service bills based on 
water meter size; $1.50 for single family residential and higher for larger water 
meters- uses the municipal services bill as an efficient collection mechanism 

• Grocery bag fee of $0.05 per bag to offset City costs associated with cleanup of 
plastic bags 

• Demand-based pricing for parking meter system and fees ranging from $0.50 up 
to $6.00 per hour based on time, day, location, and special events  

• High demand mountain parks parking fee using same demand based pricing 
provided for street parking meters* 

• increase fee for annual passes for adult recreation by up to $10 for residents and 
by $20 for non-residents* 

• increase fee for annual passes for youth recreation by up to $5 for residents and 
by $10 for non-residents* 

• increase fee for annual passes to Senior Centers by up to $10 for residents and 
by $20 for non-residents (maintaining the same fee for senior and adult 
recreation passes allows seniors to use one pass for both types of  facilities) 

• increase charge for replacement annual recreation and senior center pass cards 
by $3* 

• increase fee for adult sports team athletic field usage by $2 per hour for residents 
and by $2.50 for non-residents and for youth sports team athletic field usage by 
$2 per hour for residents and by $4 for non-residents* 

• implement new up to $5 per hour fee to offset electricity costs of lighting athletic 
fields at night* 

*Requires approval by the City of Phoenix Parks and Recreation Board 

 
OTHER INFORMATION 
 
Public Information, Government Relations, Travel, Conferences, Memberships 

During recent budget discussions, Council members have requested information on City 
costs of public information and government relations staff, and of business travel, 
conferences, and City memberships.  Following are the 2014-15 budgeted numbers for 
General Fund expenses in these categories, along with an explanation of the 
expenditures: 
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Public Information Office- The total 2014-15 budget in the General Fund for public 
information staff not in the Public Information Office (PIO) is $1,131,000.  The total 
for PIO, including PHX11, is $2,072,000, which is funded entirely from cable 
television licensing fees.  Those fees are part of the General Fund except the portion 
of the funds for Know99.  The total budget for PIO and public information staff in 
other departments totals $3,203,000. 
 
The most important job of the City is to provide outstanding services and critical to 
that job is communicating and providing transparency to residents about those 
services.  Public information expenditures on personnel and materials allow us to 
provide the phoenix.gov website, offer broadcasts of Council meetings and 
communicate about services on PHX11, update the public on changing conditions 
with our services, respond to public records requests (as required by state law), 
provide clear written and broadcast information about how to access our services 
and even market the City to raise new revenues.  In 2012-13, the Public Information 
Office’s Marketing Partnership Program generated more than $500,000 for the 
General Fund.  Staff also helps residents and business access City services and 
assist with economic development by creating and providing promotional and 
marketing materials.   
 
The Central PIO Office provides services to the following departments: 

 Budget & Research 

 City Auditor 

 City Clerk 

 City Council 

 City Manager's Office 

 Community & Economic Development 

 Emergency Management 

 Environmental Programs 

 Equal Opportunity 

 Finance 

 Government Relations 

 Housing 

 Human Resources 

 Human Services 

 Information Technology Services 

 Law 

 Neighborhood Services 

 Office of Arts & Culture 

 Planning & Development 

 Public Works 
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Government Relations- The City's General Fund expenditures of $1,401,000 on 
intergovernmental relations activities span city, county, regional, state, tribal, and 
national interests. This includes staff, City dues and assessments for the Maricopa 
Association of Governments and the League of Arizona Cities and Towns and 
contracted federal and state lobbyists.  The General Fund portion of the state 
contracts totals $162,000; the total cost in all funds for the state contracts is 
$252,000, and is shared among Aviation, Environmental Programs, Government 
Relations, Police, and Water Services.  The General Fund portion of the federal 
contracts totals $80,000; the total cost in all funds for the federal contracts is 
$347,273, and is shared among Aviation, Government Relations, Public Transit, and 
Water Services.  Government Relations staff also provides centralized assistance for 
grants from government and private entities, including tribal gaming resources 
returned to the community.  In FY 2012-13, the City received approximately 
$117,414,120 in grant awards: 
 
 $77,418,399 in federal funding 
 $35,374,577 in state funding 
 $1,332,750 in other funding 
 $3,111,934 in private funding 
 $176,460 in tribal 12% gaming funding 
 
The department’s efforts in Washington D.C. assist the City in connecting not only 
with elected leadership but also the federal legislative and agency staff who make 
many of the decisions on grants, policy and program allocations.  Successful work 
includes COPS and SAFER public safety grants; significant funding for bus and light 
rail transit; defense of Phoenicians' fair share in federal allocations for human 
services, Head Start, funding for elderly and low income energy assistance, housing 
and community development block grants; and work to enhance biomedical industry 
and medical education in Phoenix.  On the state level, department staff allows the 
City to track hundreds of bills annually that may have an impact on operations, 
revenues or regulations. 
 
City staff reached out to the other large U.S. cities to request information about the 
structure of their state and federal intergovernmental relations efforts. Not all cities 
responded to our request in time for inclusion in this report. The below information 
was compiled from a combination of this outreach as well as a review of federal 
lobbyist expenditures from the most recent filings found in the U.S. Senate Lobbying 
Disclosure Act (LDA) online database. 
 
New York City, Chicago and Los Angeles currently have a dedicated legislative 
office with city staff located in Washington, D.C.  New York City has a staff of four 
people; Chicago has a staff of three people; and Los Angeles has a staff of one 
person. The city of Dallas reported that it had an office in D.C. in the past but had 
closed it. 
 
Except for New York City and Chicago, all the other top 10 U.S. cities by population 
retain federal contract lobbyists. The amounts varied between cities, ranging from a 
high of $820,000 for Los Angeles to a low of $160,000 by San Jose. 
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With respect to state lobbyist expenditures, Houston reported annual expenditures of 
$375,000, Dallas reported annual expenditures of $236,000 and the city and county 
of San Francisco reported annual expenditures of approximately $276,000. During 
the 140 days the Texas legislature is in session, a member of Houston’s 
intergovernmental relations staff resides in the state capitol. Dallas has an assistant 
city attorney located in the capitol who assists them with coordinating state 
legislative matters. 
 
City Memberships- The majority of the $542,000 in General Fund City membership 
expenditures is accounted for by dues for Maricopa Association of Governments, the 
League of Arizona Cities and Towns, the National League of Cities and the U.S. 
Conference of Mayors.  The 2013-14 General Fund costs for memberships of 
Maricopa Association of Governments ($72,000), the League of Arizona Cities and 
Towns ($142,000), and Westmarc ($9,000) are paid from the Government Relations 
Office budget and therefore included in the amount previously provided in this report 
under 'Government Relations'.   As the 6th largest City in the United States and the 
largest city in Maricopa County and Arizona, Phoenix has a strong need to maintain 
a statewide and national presence in critical policy areas. Each of these 
organizations provides significant policy roles as well as forums for grant and 
program opportunities. In MAG, significant transportation resources are made 
available through participation in dividing up federal and regional funding. Between 
FY 2011 and FY 2015, the City received approximately $117 million in grants and 
federal funds distributed through MAG participation.  
 
The National League of Cities (NLC) works in partnership with the 49 state municipal 
leagues to serve as a resource to and an advocate for the more than 19,000 cities 
and towns it represents.  The NLC advocates for cities and towns in Washington, 
D.C. through legislative and regulatory contact and grassroots campaigns.  They 
provide opportunities for involvement and networking to help city officials seek ideas, 
share solutions, and find common ground.  And, the NLC keeps leaders informed of 
critical issues that affect municipalities and warrant action by local officials.  Over the 
years, City of Phoenix elected officials have served in numerous leadership roles in 
the organization.  In 2011, the NLC held their Congress of Cities and Exposition at 
the Phoenix Convention Center. 
 
The League of Arizona Cities and Towns (League), a voluntary membership 
organization of the 91 incorporated municipalities in Arizona, focuses on 
representing the interests of cities and towns before the legislature, and on providing 
technical and legal assistance, and coordinating shared services.  The League also 
coordinates municipal efforts with affiliate organizations such as the Government 
Finance Officers Association of Arizona, the Arizona Municipal Clerks Association, 
the Arizona Association of Chiefs of Police and the Arizona City Attorneys 
Association. The City of Phoenix is a founding member of the League.  In August 
2014, the City of Phoenix will be hosting the League's Annual Conference in 
downtown Phoenix. 
 
Travel and Conferences- The General Fund travel and conferences budget has 
been greatly reduced since 2005-06 going from a high of $943,000, to the current 
2014-15 level of $271,000, a reduction of 71%. 
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Travel receives great scrutiny at the City, with each travel request for City funds 
being reviewed by department heads and the City Manager's Office for relevance to 
the City.  Police and Fire account for approximately 38% of the planned General 
Fund expenditures for 2014-15.  The department with the largest portion of the cost 
is the Police Department at $69,525, or 26%.  Travel in the Police and Fire 
departments provides for public safety investigations, inspections of major 
equipment and apparatus and important training needed to remain highly skilled in 
responding to emergency situations.  The remaining funds are needed due to the 
implementation of new and emerging technology, such as E-Procurement, and 
training of new staff resulting from the increased turnover in the last few years. 

 

Sale of Excess City-Owned Real Property 

As authorized by Council, several City-owned properties are being actively marketed, 
including those located at: 

 12th Street and Greenway Parkway 

 4056 East Washington 

 5347 North 19th Avenue 

 1124 West Camelback 

 139 East Jesse Owens Parkway 

 101 South Central Avenue (Barrister) 

 2222 W. Greenway parcel currently under contract; scheduled to close June 11 
 
The sale of City-owned properties will result in one-time proceeds that will be available 
to offset needed one-time expenses.  Already accounted for in the proposed 2014-15 
General Fund budget is $1.5 million from expected property sales to help offset 
decreased revenue resulting from reducing the food sales tax from 2% to 1%.  It is not 
certain how much additional proceeds above the first $1.5 million might be available 
from the sale of these properties for 2014-15.  A preliminary estimate based on current 
property values shows that the sales may result in approximately $3.1 million in one-
time revenue that could be applied toward additional technology other one-time 
expenses.  Staff recommends that the one-time revenue be used to cover the costs of 
an expected special election in the fall of 2014 estimated at $525,000.  The one-time 
funding would also be available to offset the costs of necessary Public Safety 
technology, including replacement of the Fire Computer Aided Dispatch system and 
completion of the Police Records Management System conversion.  Regionally 
participating cities have already contributed their share of the funding for the project to 
replace the Fire CAD system, which will begin in 2014-15, and the one-time proceeds 
would provide some of the needed City funding for this project.  The total City of 
Phoenix General Fund cost for the Fire CAD system is expected to be over $7 million, 
which is one-half of the total project costs.  As mentioned, the remainder of the cost is 
covered by charges paid by other participating cities in the region.  Any additional 
funding attained through land sales will allow the City to cover the remainder of the Fire 
CAD system replacement costs. 
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The City's Broker/Consultant Jones Lang LaSalle, (JLL) is aggressively marketing these 
parcels and continues to work with staff to identify additional excess parcels.  It is 
important to note that there are a number of limitations regarding the potential benefit to 
the General Fund of excess property sales.  Any properties owned by enterprise fund 
departments and properties acquired with federal grant funds will likely yield no 
proceeds to the General Fund.  The sale of property with outstanding bond financing 
may trigger bond repayment.  A significant number of the parcels may be uneconomic 
remnants; such as small, oddly configured parcels of excess right of way, etc. that have 
minimal market value.  Staff and JLL continue to identify and vet excess parcels through 
the Finance, Efficiency, Economy and Sustainability Subcommittee, and will consistently 
pursue the highest possible return to the City, but the factors outlined above underscore 
the limitations inherent in these one-time transactions. 

Vacant Positions 

Councilmembers have requested detail regarding current civilian General Fund full-time 
vacancies.  Reports on vacancies were issued in March and April, and vacancy 
information was included in the May 6, 2014 City Manager’s Proposed Budget report.  
The elimination of vacancies can provide some savings if it is beyond the number 
needed to maintain the salary savings budget or other costs that offset the savings, 
such as paying for temporary agency or contracted staff.    

It is important to note that since 2008, the total number of full-time equivalent (FTE) 
positions has been reduced in City departments by 2,953 including service reductions, 
efficiency actions, and organizational reviews.  In internal services departments, which 
provide necessary support and administrative functions to direct service delivery areas 
and to the Mayor and City Council, staffing has been reduced significantly despite legal 
and organizational needs remaining constant.  This is demonstrated in the charts below 
showing staffing levels over the last several years for key internal departments: 

Department 2007-08 
Positions 
(FTE) 

Proposed 
2014-15 
Positions 
(FTE) 

Position 
Reductions 

% 
Variance 

Budget & Research 34.0  24.0  (10.0) -29.4% 

City Auditor 38.5  25.5  (13.0) -33.8% 

Equal Opportunity 39.0  26.0  (13.0) -33.3% 

Finance  325.5  228.0  (97.5) -30.0% 

Law  258.0  203.0  (55.0) -21.3% 

Human Resources 116.4  95.1  (21.3) -18.3% 

Public Information 31.0  18.6  (12.4) -40.0% 
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Throughout the City, departments are operating much leaner than just a few years ago.  
As vacancies have increased due to budgetary constraints, departments have put in 
place temporary stopgap measures to deal with fewer filled positions.  However 
services to the community will suffer if these important positions are not filled, and the 
elimination of these vacancies is tied to permanent reductions in services and 
programs. 

Attachment E provides detail regarding total compensation, date vacant, and the 
service impacted for the civilian General Fund vacant positions that are not: 

 currently being held vacant to achieve budgeted salary savings and therefore 
would not result in a reduction to General Fund costs if eliminated; 

 offset by interdepartmental work order charges and therefore would not result in 
a reduction to General Fund costs if eliminated; 

 currently being held vacant to pay for contractors or temporary agency staffing 
and therefore would not result in a reduction to General Fund costs if eliminated; 

 already identified for elimination as part of efficiency actions or as part of the 
City’s effort to reduce the current level of budgeted salary savings; 

 included in proposed service reductions that had been presented in the Trial 
Budget and shown as preserved in the City Manager’s Proposed Budget; 

 currently being held vacant as part of a temporary promotion or “acting out of 
class” assignment; 

 in the middle of a current hiring process. 
 
The total number of vacancies listed has been updated since last reported, which is 
currently at 92, as some positions have been filled or classified in the categories above.  
Also, positions in the Library Department are included in Attachment E; however, due to 
provisions in the City Charter, elimination of these positions would not help address the 
General Fund deficit, as a corresponding reduction to revenue would be required.  The 
total compensation value of the positions, excluding the amounts for the Library 
positions, is $6.8 million. 
 
As mentioned previously, in evaluating the elimination of vacancies not already 
accounted for by salary savings or other offsets, the following issues must be 
considered:  
 

Services: Vacant positions are tied to services. Eliminating vacancies not identified 
as part of efficiency actions is a choice to reduce services. For example, cutting 
Police and Fire 911 Operator position vacancies would negatively impact the City’s 
ability to effectively and consistently respond to and dispatch emergency calls. Also, 
cutting Park Ranger vacancies would reduce the City’s ability to maintain safe, 
secure, clean, and enjoyable parks and preserves, which the community has 
expressed at budget hearings as a very important priority. Even though vacant, 
these positions need to be filled as a necessary part of maintaining the service levels 
expected by the community on an ongoing basis.  
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Strategic Approach: The elimination of all remaining vacancies would prevent the 
Council from using a strategic approach to minimize the negative impact on 
community services. The timing of vacancies can be unpredictable and arbitrary; 
many only recently became vacant and/or are currently being filled. Some positions 
need to be filled as soon as possible to reduce risk to citizen or employee safety, 
maintain internal controls, reduce litigation or legal compliance risk, prevent 
decreased revenue or increased costs, and maintain critical service levels.  
 
Offset to Contractors or Temporary Agency Staff: For difficult to fill positions, such as 
certain information technology jobs, or for other reasons, vacancy savings offset 
costs associated with paying for temporary contracted services. In these cases, 
although contractors or temporary agency staff may not be a permanent solution due 
to higher costs or other operational issues, their service is temporarily necessary to 
continue operations. Eliminating these vacancies would eliminate the funding for the 
contractor or temporary agency staffing. 
 
Interdepartmental Charges: Some positions recover costs through interdepartmental 
charges. These are charges for certain City services, such as street repairs 
necessary due to Water Services capital projects under City roads, or other 
maintenance. In these cases, savings would be offset by reduced work order 
charges and therefore have little to no impact on the deficit.    

 

Additional Revenue Ideas 

Imposition of Incarceration Costs and Other Court Fees, Assessments, and Surcharges- 
City Council members mentioned the assessment of jail costs in cases where jail is 
imposed as another potential revenue idea for the City to explore.  State law, 
A.R.S. 13-804.01, requires judges to assess incarceration costs in every misdemeanor 
case (including DUIs) where jail is imposed.  In doing so, the law requires the judge to 
take into account both the cost of incarceration, as well as the defendant's ability to pay.  
This applies only where there is a conviction, so there is not a way to impose jail costs 
where a charge is dismissed or diverted.   

Additionally, Attachment F contains a document explaining the fees, assessments and 
surcharges the Court currently imposes (including a new assessment the legislature just 
enacted which takes effect Jan 1, 2015).  It explains the amount of each fee, surcharge 
or assessment and the type of charge on which it is imposed.  Also, the second part of 
Attachment F is a chart listing the additional mandatory fines and additional 
assessments specifically applicable to DUI cases.  Fees and fines can be difficult to 
collect; the percentage of obligations paid in full to Phoenix Municipal Court within 30 
days of imposition is approximately 20%.  Many of the financial obligations are paid over 
a longer period of time; however the collection rate demonstrates one of the challenges 
of using these impositions as a new revenue source. 
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Recovery of Costs for Services Provided to Other Jurisdictions- The City maintains 
intergovernmental agreements with other jurisdictions as part of regional service 
provision models.  Regional service provision models are intended to take advantage of 
economies of scale or other efficiencies that are mutually beneficial to all jurisdictions 
involved.  In most cases, the agreements include a cost- and/or revenue-sharing 
structure to ensure that the City of Phoenix only pays for services provided to Phoenix 
residents.  In some cases, assistance provided to other agencies may provide non-
tangible and reciprocal benefits to the Phoenix.  These regionally-modeled services 
include: 

 Fire Automatic Aid; reciprocal benefits provided among jurisdictions involved 
through intergovernmental agreements 

 Fire Services (ongoing); costs for other jurisdictions recovered through 
intergovernmental cost sharing agreement 

 Fire Health Center Medical Services; costs for other jurisdictions fully recovered 
through charges 

 Police Air Support to other agencies; no fees charged 

 Police School Resource Officers; schools pay 75% of cost based on the use of 
officers for 9 out of the 12 months of each year 

 Public Safety (911) Dispatch Center; costs for other jurisdictions fully recovered 
through charges based on a cost model reviewed by the City Auditor 

 Public Safety (911) Dispatch Technical Support; costs for other jurisdictions fully 
recovered through charges based on cost model reviewed by the City Auditor 

 Public Safety Regional Wireless Cooperative; costs for other jurisdictions fully 
recovered through charges based on a cost model reviewed by the City Auditor 

 Repair and replacement of 15 MPH portable school zone signs in Phoenix 
schools; no fees charged to schools 

 Transit services (Bus and Rail); revenue sharing structure in which Phoenix 
receives 2/3 of revenue and assesses cost of service 

 Water/Wastewater services; costs for other jurisdictions fully recovered through 
charges 

Management will review the cost recovery models and policies and return to Council 
with recommendations in the fall. 
 

Updates on other information requested by the City Council 

Special Events Costs- The Police Department provides security and traffic control for 
special events throughout the City.  According to the City’s running event policy, the City 
attempts to have event organizers pay one-half of the cost of Police overtime and the 
full cost of barricades.  Although many of the events provide a benefit to the community, 
it is important that organizers share in the cost of the Police overtime.  Also, requiring 
organizers to pay one-half the cost for Police overtime and the full cost of barricades 
encourages higher levels of cooperation in selecting routes to minimize public 
inconvenience.   
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In 2012-13, the Police department staffed 83 special events.  The overtime and 
barricade costs incurred with these events were $334,000 and $330,000 respectively.  
Of the 83, the City did not recover costs for 50 of these events, considered “non-
billable”.  Determining which events are billable versus non-billable is based on many 
factors including but not limited to: 

 whether event organizers charge participants  
 whether the event is sponsored by a for-profit entity   
 whether the event is to raise money for a charity 

In 2012-13, the overtime and barricade cost for the 50 non-billable special events was 
$448,000 whereas the overtime and barricade costs for the 33 billable special events 
was $216,000.  Consistent with the running event policy, the department billed event 
organizers for 50% of the overtime and 100% of barricade costs for the billable special 
events.  This policy is scheduled for review by the Council Public Safety and Veterans 
Subcommittee. 
 
Circulator Bus Routes- Neighborhood circulator service is bus service confined to a 
specific locale such as the downtown area or suburban neighborhood where local 
routes have not been established.  Neighborhood circulators are designed to operate 
continuously within a distinct geographic area to meet the transportation needs of the 
community while providing connections to local routes.  Because of their limited reach, 
neighborhood circulator routes operate on a free fare system and utilize smaller 
vehicles than those used for other fixed route service.   
 
Phoenix operates one temporary and four permanent neighborhood circulator routes, 
with annual operating costs of approximately $4.4 million paid for with Public Transit’s 
budget with Transit 2000 funds, serving over 9,600 boardings per weekday:   

 19 Avenue Connector (19C) is a temporary service during light rail construction 
that travels between Christown Spectrum Mall at 19th Avenue and Montebello 
Avenue and Metrocenter Mall at 27th Avenue and Peoria Avenue.  The annual 
operating cost of 19C is $1.3 million, and it serves nearly 4,600 boardings per 
weekday.   

 DASH connects Downtown Phoenix to the state capitol mall area, operating on 
Washington and Jefferson Streets from Central Station to 19th Avenue.  The 
annual operating cost of DASH is $435,000, and it serves over 2,000 boardings 
per weekday. 

 ALEX serves the Ahwatukee area, operating on various streets in that community 
from 48th Street and Elliot Road to Desert Foothills Parkway and Liberty Lane. 
The annual operating cost of ALEX is $520,000, and it serves about 570 
boardings per weekday.   

 MARY serves the Maryvale area, operating on various streets in that community 
from 47th Avenue to 91st Avenue between Encanto Boulevard and Campbell 
Avenue.  The annual operating cost of MARY is $1.3 million, and it serves over 
1,200 boardings per weekday.   
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 SMART serves the Sunnyslope area, operating on various streets in that 
community from 15th Street and Mountain View Road to 19th Avenue and Cholla 
Street.  The annual operating cost of SMART is $860,000, and it serves 
800 boardings per weekday. 

 
Operational Cost Estimates for Bond Funded Facilities- Estimating operating costs for 
facility, program or service expansions is an integral component of the City of Phoenix 
capital needs analysis and General Obligation Bond Program approval process.  The 
analysis of the future operating costs includes: staff costs, commodities such as office 
supplies and other department or contracted services that may include utilities, system 
or equipment maintenance and licensing, telephone and custodial services.  
 
Salary calculations and benefit costs include total compensation for necessary 
positions.  Facility operating and maintenance expenses are based on typical and 
extended building operations calculated based a range of low/high traffic and the extent 
of public access and are calculated using dollar per square foot averages.   
 
As part of the City’s past General Obligation Bond Program, the Operations and 
Maintenance (O&M) Subcommittee completed the proposed project O&M capacity 
analysis, reporting the results to the Executive Committee.  That information was 
presented to the City Council for the final process of referring the program to voters. 
 
On an ongoing basis for all Capital Improvement Program (CIP) projects, operating cost 
information is included in the City’s published annual budget documents.  All operating 
cost estimates for new projects are updated with current estimates and included in the 
Five Year Capital Improvement Program and the Summary Budget publications.  The 
example below from the proposed 2014-2019 CIP identifies anticipated annual ongoing 
operating costs for two Aviation projects. 
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City Management Next Steps  

During the 2014-15 budget process, Councilmembers have raised several longer-term 
issues that City management needs to fully research, assess and propose options and 
recommendations for Council review.  Over the next three months, management will 
work on these issues and return in the fall of 2014 with plans to address the concerns, 
questions and ideas raised by the City Council as a way to improve the budget process 
going forward and to provide efficiencies that will offset the potential deficit for 2015-16 
as shown in the most recent General Fund 5-year forecast. 
 
First, the City Manager has charged the Assistant City Manager with developing and 
leading a Comprehensive Organizational Review (CORE) assessment for each 
department with results to present to Council in the fall.  The CORE assessment will 
assess: 

i. Span of control, layers and measures of appropriate managerial-employee 
ratios 

ii. Vacancies and any need to reallocate positions to meet current needs 

iii. Ideas to consolidate efforts among departments and innovate in service 
delivery 

iv. Labor-management efficiency teams 

v. Reporting department budgets to Council on a regular basis 

vi. Overtime usage assessment 

vii. New revenue generation ideas 
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Second, the City Auditor's cost recovery assessment of fees and charges will be 
updated for review by the City Council for policy discussion.  For example, some fees 
such as swimming lessons are deliberately set lower than cost recovery because of a 
public safety and community service impact.   
 
Third, the City Manager has tasked Finance, Budget & Research and Human 
Resources to review Citywide opportunities for improvement/savings, including: 

i. Revenue collection practices 

ii. Health care cost containment 

iii. Worker’s compensation costs 

iv. Police/Parks special event costs 
 
Fourth, staff will review the Meet & Confer Ordinance to recommend any improvements 
and to better align the dates in the ordinance with the budget process for 2016-18 labor 
contracts. Staff will also review the budget process and recommend any efficiency or 
timing changes as well. 

The City Manager and staff will return to the City Council beginning in September 2014 
with results and recommendations from these efforts. 
 
Overall 2014-15 Budget Information 

General Fund- The proposed 2014-15 General Fund budget is $1,148,720,000.  
This is a 1.9% increase from the adopted 2013-14 General Fund budget of 
$1,127,815,000.  It is $50.6 million below, or 4.2% less than, the 2007-08 peak 
amount of $1,199,298,000 for the General Fund. 

All Funds- For all funds, which includes General, Enterprise and Special Revenue 
Funds such as grants, and all debt service and pay-as-you-go capital costs, the 
proposed 2014-15 budget amount is $3,346,490,000.  This is a 4.5% decrease from 
the adopted 2013-14 budget of $3,502,506,000 for all funds.  The 2014-15 All Funds 
budget is $389.3 million below, or 10.4% less than, the 2008-09 peak amount of 
$3,735,754,000 for all funds. 

Attachment A provides detailed budget information outlined in 11 separate schedules.  
Additionally, information regarding changes to positions and necessary funding to 
operate new capital facilities and for non-General Fund supplemental changes in the 
Aviation, Community and Economic Development, Housing, Parks and Recreation, 
Planning and Development, Public Works, and Water Departments are provided in 
Attachment D. 
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BUDGET ADOPTION PROCESS NEXT STEPS 

Following the Council’s budget action on May 20, both the City Charter and State Law 
require subsequent public notification, advertising, and legal Council actions.  The May 
20 Council action provides staff with sufficient time to prepare the required legal 
publications for the following actions: 

 June 4, 2014 Formal meeting: public hearing and adoption of tentative budget 
ordinance  

 June 18, 2014 Formal meeting: 2nd public hearing and adoption of formal budget 
ordinance 

 July 2, 2014 Formal meeting: adoption of property tax levy ordinance 

RECOMMENDATION 

Staff recommends approval of the 2014-15 City Manager’s Proposed Budget, which 
preserves City services and advances the hiring of Police Officers and Firefighters. 

 

ATTACHMENTS 

Attachment A- Various Budget Schedules 

Attachment B- First Group of Potential Services to Cut From, if necessary 

Attachment C- Second Group of Potential Services to Cut From, if necessary 

Attachment D- Necessary Supplemental Changes 

Attachment E- List of General Fund Vacant Positions 

Attachment F- Court Fines, Fees, Assessments and Surcharges 

 

 
 
 




