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What to know about the city’s new budget

The city of Sedona’s budget is adopted annually in June for the fiscal year (FY) July 1 to June 30. The budget
includes two major components: the operating budget and the capital budget. The operating budget pays
for ongoing costs of providing services, facilities and maintenance. The capital budget pays for
infrastructure projects. Infrastructure is the underlying structure or foundation that allows a city to
function. In Sedona, infrastructure includes roads, sidewalks, shared use paths, parks and recreation
facilities, the wastewater system and treatment plant, and city buildings. The type of infrastructure
depends on the services provided by a city.

Did you know that Sedona’s budget is decreasing this year? Sedona’s FY 2025/26 total budget is $103.3
million, a decrease from the FY 2024/25 budget of $2.9 million, or 2.8%. Of this, 59%, is the operating
budget and 41% is the capital budget. The operating budget is consistent year over year, with increases
related to inflation, personnel costs (raises and benefit costs) and new programs. The capital budget, on
the other hand, can vary widely from year to year. Since the capital budget is project-based, a few large
projects can increase the budget. For example, in FY 2024/25 and FY 2025/26, the Forest Road Connection
Project and the Uptown Parking Garage represent a significant portion of the capital budget. Annually, the
city runs at a surplus, meaning that revenues exceed expenses. A portion of the annual surplus is dedicated
to a capital reserve, a sort of savings account that the city uses to pay for capital projects. The City also
issues bonds to pay for large, expensive projects, but most projects are cash funded in alignment with City
Council direction to minimize the amount of debt that the city holds.

Did you know that the city does not levy a property tax? The public funds that pay for a city’s budget
come from a variety of sources: property tax; sales tax; transient lodging, or “bed” tax; charges for services;
state shared revenue; grants and other sources. Most cities rely heavily on property tax to support
programs and services. In Sedona, sales and bed taxes provide most of the revenue. These taxes account
for 64% of Sedona’s total FY 2025/26 revenue. Because the city collects more than $40 million annually in
these taxes, Sedona does not levy a property tax. Property owners pay property tax to either Yavapai or
Coconino County, but do not pay a property tax to the city of Sedona.

Did you know that Sedona’s budget is reviewed in detail every year? The “base” budget, or the budget
that continues services at their current level, is the starting point. Departments must include justification
for cost increases, even if those increases are nominal. Departments also submit requests for additional
money to pay for expanded services, new programs and initiatives, and capital projects. These requests
are called “decision packages,” and must be aligned with the Sedona Community Plan, and/or City Council
priorities to be considered. The Citizen Budget Work Group, a group of local volunteers with an interest in
the city’s budget, plays an important role in evaluating the decision packages, and making



recommendations on their funding first to the City Manager and then to the City Council during the budget
workshops.

Did you know that city staff evaluate economic trends during budget development? Economic
uncertainty was an important consideration in developing the FY 2025/26 budget. Because of the
uncertainty, City Council directed that revenues be held flat year over year. Nevertheless, FY 2025/26 is
forecast to have a surplus at the end of the year of about $4 million. Quarterly financial reports to Council
will provide the City Council and the residents ongoing information on the fiscal health of the city and
allow the City Council to make timely decisions should there be an economic downturn.

Did you know that the Council adopts a “tentative” budget each year ahead of the final adoption? This
budget sets the expenditure limitation, or the maximum, for the budget. The final budget may be less than
the tentative budget but may not be more.

The FY 2025/26 budget document will be available on the Financial Services webpage by September 30 at
www.sedonaaz.gov/finance. The Budget in Brief, a helpful high-level cheat sheet, is available there now.

Helpful links:
e Link to adopted budget Council meeting materials (6/24/2025):
https://www.sedonaaz.gov/home/showpublisheddocument/54443/638857771489930000
e Link to tentative budget Council meeting materials (5/27/2025):
https://www.sedonaaz.gov/home/showpublisheddocument/54221/638833538276200000
e Link to budget workshop Council meeting materials (4/30 and 5/1/2025):
https://www.sedonaaz.gov/home/showpublisheddocument/53951/638805064298100000
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