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Pima County FY 2008/2009 Adopted Budget

PREFACE

The Fiscal Year 2008/2009 Adopted Budget publication was developed to serve the needs of an
audience that ranges from the Board of Supervisors and County Administration to the County
departments and the general public. Since the need for financial information and detail varies
with each group, the budget is presented in different formats, with differing levels of detail.

The Budget Issues section starts with a two-page brief that discusses the primary issues that
the Board of Supervisors and County Administrator had to confront in developing the final
budget. Since there are many who require more information on these considerations, the
County Administrator's Recommended Budget, Tentative Budget, and Final Budget memoranda
are also included in this section. These memoranda not only serve the purpose of providing
background information on the fiscal year 2008/09 budget process, they also provide permanent
documentation of the issues, considerations, and financial planning that went into the budget
development.

Those individuals who are only interested in a broad-brush view of the budget may find all the
information they require, by reviewing the Summary of All Activity by Fund (Schedule A) in the
State Reports section of this publication. This schedule provides the total available resources
and the total expenditures by fund.

Since others require a more comprehensive review of the budget, the Budget Overview section
includes a discussion of Pima County’s Financial Structure, as well as presentations of the
expenditures, revenues, full time equivalents (positions with funded hours), and capital projects
for fiscal year 2008/09.

The Budget Planning Practices section details the financial policies and provides an overview of
the goals that guide Pima County’s budget development process. The financial segment
discusses the balanced budget requirement, taxes, the General Fund ending fund balance,
accountability, and many other items that impact the budget development. The nonfinancial
segment provides a general view of the nonfinancial and strategic planning goals and mission
considerations that guide the departments.

Finally, detailed information on the program budgets are presented in the Functional Areas
section. The introductory information in each functional area provides the program and
department totals for expenditures, revenues, and full time equivalents, while the function
statements, goals and objectives, performance measures, and financial summaries are
presented in the department budget segments.



MEMORANDUM

Date: August 25, 2008
To: The Honorable Chairman and Members From: C.H. HuckelberW
Pima County Board of Supervisors County Admini r

Re: Fiscal Year 2008/09 Adopted Budget

Transmitted herewith is the budget for fiscal year 2008/09, as adopted by the Board on
June 17, 2008. This document provides the detail for the fiscal year 2008/09 budget, which
totals $1,377,5629,268 in expenditures and $1,193,145,076 in revenues, with a projected
ending fund balance of $0 for the General Fund.

Summary information by fund, department, and functional area provides a Countywide
overview. Each department’s operating budget is presented in a format that provides specific
information on their revenues, authorized expenditures, staffing levels, programs, goals, and
performance measures. The department information is divided into five broad functional areas
{County Administration, Community and Economic Development, Justice and Law
Enforcement, Medical Services, and Public Works) which reflect the basic service areas within
the County. This format is consistent with the presentations made to the Board during the
budget process.

This document provides a framework to guide Pima County operations during the year. It
represents many months of work, which includes the efforts of elected officials, department
representatives and administrative staff throughout the County, and the staff of the Budget
Division. All those involved are to be commended for their efforts and contributions.

It should also be noted that the fiscal year 2007/08 budget document received the
Distinguished Budget Presentation Award from the Government Finance Officers Association.
This is the tenth consecutive year the County’s budget has been so recognized.

CHHJjj
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Distinguished
Budget Presentation
Award

PRESENTED TO

Pima County

Arizona

Forthe Fiscal Year

July 1, 2007

s, & Cae %/ﬁ@)

President
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Executive Director

The Governmental Finance Officers Association of the United States and Canada (GFOA)
Presented an award of Distinguished Presentation to Pima County for its annual budget
for the fiscal year beginning July 1, 2007.

In order to receive this award, a governmental unit must publish a budget document that
meets program criteria as a policy document, as an operational guide, as a financial plan
and as a communication device.

The award is valid for a period of one year only. We believe our current budget continues
to conform to program requirements, and we are submitting it to GFOA to determine its
eligibility for another award.
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PIMA COUNTY CHARACTERISTICS

Pima County, the second largest of the four original counties, was created in 1864 and included
nearly all of the southern Arizona area acquired from Mexico by the Gadsden Purchase.
Settlement of the region by Europeans goes back to the 1690s with the arrival of Spanish
settlers who encountered Native Americans already living here.

During the first half of the 18th century, silver and gold were discovered and prospectors from
Mexico swarmed into the region. The latter part of the 18th century saw expansion of mining
and ranching in Pima County and an increase in population, despite ongoing threats from
raiding Apaches.

The Royal Presidio of San Augustin del Tucson was completed by 1781, and it remained the
northernmost outpost of Mexico until the arrival of American soldiers in 1856. From a
population of 395 in 1820, Tucson has grown to be the second largest city in Arizona. It has
always served as the Pima County seat and was the Arizona territorial capital from 1867 to
1877. Tucson is home to the University of Arizona and many historical and cultural attractions.

Just south of Tucson is the Mission San Xavier del Bac, founded in 1697 by Father Kino. The
mission is still in use today. Within Pima County are two cactus forests, Saguaro National Park
in the eastern portion and Organ Pipe Cactus National Monument in the western portion.

Although greatly reduced from its original size, Pima County still covers 9,188.83 square miles.
It ranges in elevation from 1,200 feet to the 9,185 foot peak of Mount Lemmon. Together, the
San Xavier, Pascua Yaqui and Tohono O’odham reservations cover 42.1 percent of Pima
County’s 5.88 million acres. Lands held in trust for the state’s schools comprise another 14.6
percent of the County’s land ownership, and 27.9 percent is held by Federal agencies as wildlife
refuges, national forests, national parks and mounuments. Military reserves and bases occupy
1.2 percent, and local government holdings, used for parks and recreation, account for 0.2
percent. Privately owned lands comprise 14.0 percent of the County’s total acreage. Pima
County has an Enterprise Zone, covering much of metropolitan Tucson and the unincorporated
areas to the west and southwest of Tucson, and a foreign trade zone encompassing 468 acres
on six sites in the metropolitan Tucson area. South Tucson and portions of the City of Tucson
are located within an Empowerment Zone. Tax incentives are available for businesses locating
within each of these zones.

CLIMATE CHARACTERISTICS

Month with Highest  Month with Lowest Annual
Average Average Average

Daily Max Temperature® June (100.2°) January (64.5°) 82.5°
Daily Min Temperature® July (73.4°) January (38.9°) 54.8°
Average Precipitation® August (2.30") May/June (0.24") Total Rainfall 12.17"
Possible Sunshine? June (93%) July (78%) 85%
Relative Humidity? December (48.5%) June (23.0%) 39.0%
Average Wind Speed? June (8.6 mph) December (7.2 mph) 8.0 mph

! Source: National Climate Data Center 1971-2000 Monthly Normals.
2 Source: Western Regional Climate Center.
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TRANSPORTATION FACILITIES

Access to Pima County is provided by interstate and state highways, airlines, and railroads.
City and County maintained roadways provide the intracounty transportation network for motor
vehicles, along with bus services by the City of Tucson in the metropolitan Tucson area and by
Pima County Rural Transit in many rural areas of the County.

Interstate 10 passes through eastern Pima County, connecting Tucson and the surrounding
area with Phoenix and cities farther west such as Los Angeles. Interstate 10 connects with
Interstate 8 in central Pinal County, providing Pima County with good highway access to Yuma
and San Diego. To the east, Interstate 10 connects the area with New Mexico and other points
in the southern and southeastern United States. Interstate 19 comes from Nogales and the
border with Mexico and ends where it connects with Interstate 10 in Tucson.

There are many state routes passing through the County. State Route 77 in eastern Pima
County leads north from Tucson and connects this part of the County with Globe, Miami, and
the White Mountains of east-central Arizona. State Route 86 connects the more populated
eastern part of the County with Tohono O’odham Nation lands in the center of the County and
with Ajo in the western portion of the County. State Route 86 ends in the community of Why,
where it meets State Route 85. State Route 85 goes south from this point to the Mexican
border at Lukeville and connects with Mexico Highway 8, leading to the town of Rocky Point on
the Gulf of California. State Route 85 goes north from Why to Ajo and on to Interstate 8 near
the Maricopa County community of Gila Bend. Less traveled state routes also lead to other
towns in southern Pima County. City and County roadways provide the remainder of the road
network in the County. Pima County provides the road network for all of the unincorporated
areas of the County, and the cities generally provide the road network within their boundaries.

Eastern Pima County is served by Amtrak for passenger service and the Union Pacific Railroad
for freight service. The main rail line runs through Tucson and connects the area with Los
Angeles to the west and points to the east such as Houston and New Orleans. There also is a
spur line which connects the main rail line with Nogales and the Mexican border to the south.

Pima County has several small airports, an international airport and an Air Force base. The
international airport, located on the south side of Tucson, serves as the major air terminal for
southeastern Arizona. Eleven airlines provide passenger and air cargo services to other parts
of Arizona, to other states, and to Mexico. Six smaller facilities in the County provide a variety
of general aviation services. Davis-Monthan Air Force Base accommodates military aircraft and
is not open to public use without permission from the Department of Defense.

Source: Pima County Budget Division.
TAX CHARACTERISTICS

CORPORATE INCOME TAX
Corporate income tax in Arizona is 6.968 percent of taxable income. The minimum Arizona
corporate income tax is $50.

SALES TAX

Arizona has a general sales tax rate of 5.6 percent. South Tucson has a general sales tax of
2.5 percent and Marana, Oro Valley, Sahuarita, and Tucson have 2 percent tax rates. The
Regional Transportation Authority has a 0.5 percent sales tax for transportation and mass
transit improvements in the metropolitan area of eastern Pima County.

1-3
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PAYROLL TAX

Payroll taxes in Arizona are computed based upon federal filings by employers and employees.
Generally, withholding for state payroll taxes is between 10 percent and 37 percent of federal
withholding. Employers must also pay an unemployment insurance premium that ranges from
.02 percent to 5.4 percent on the first $7,000 of wages for each employee in a calendar year.
Employers may also be subject to a 0.10% job training tax.

PROPERTY TAX
For details regarding property taxes, please see the various tax schedules in the Supplemental
Information section.

POPULATION CHARACTERISTICS

Population increased 140 percent between 1970 and 2000. Shown below are historical census
population statistics for the County, unincorporated areas of the County, and the state of
Arizona.

POPULATION

1970 1980 1990 2000
Pima County - Total 351,667 531,443 666,380 843,746
Unincorporated Pima County 82,514 191,189 245,219 305,059
Arizona 1,775,399 2,716,546 3,665,228 5,130,632

Source: U.S. Bureau of Census, Arizona Department of Economic Security. (Census on April 1 of each year.)

POPULATION GROWTH RATES
Average Annual Compounded Rate of Change

1970 - 1980 1980 - 1990 1990 - 2000
Pima County - Total 4.2% 2.3% 2.4%
Unincorporated Pima County 8.8% 2.5% 2.2%
Arizona 4.3% 3.0% 3.4%

Source: Pima County Budget Division.

AGE DISTRIBUTION
2000 Census
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25.00%
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15.00% -
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0.00% -
0-14 15-24 25-44 45 - 65 65 +
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Source: Bureau of the Census, 2000 Census.
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POPULATION DIVERSITY

Racial Mix
(PERCENT OF TOTAL POPULATION, 2000)

White & Hispanic/Latino
(PERCENT OF TOTAL WHITE POPULATION, 2000)

Native Asian African

American
3.0% 2+ races
3.2%

American
Indian
3.2%

Other races
13.3%

White
75.1%

Not
Identified

9.2%

Hispanic
White or Latino
alone
61.5%

Source: Bureau of the Census, 2000 Census.

Source: Bureau of the Census, 2000 Census.

EMPLOYMENT CHARACTERISTICS

UNEMPLOYMENT RATES

Pima County
Arizona
United States

2002 2003 2004 2005 2006 2007
5.7% 5.3% 4.6% 4.4% 3.9% 3.7%
6.0% 5.7% 4.9% 4.6% 4.1% 3.8%
5.8% 6.0% 5.5% 5.1% 4.6% 4.6%

Source: U.S. Department of Labor, Bureau of Labor Statistics.

EMPLOYMENT BY INDUSTRY

Percent of Non-Farm Employment, 2007

Natural Resources &

Mining Construction
0.5% 6.9%
Government M facturi
20.3% anufacturing

7.2% Trade, Transport. &
Utilities
16.7%

Other Services
4.0%

Information Services
Leisure & Hospitality 1.6%

10.4%

Financial Activities

Education & Health 4.6%

Services
14.1%

Professional &
Business Services
13.7%

Source: U.S. Department of Labor, Bureau of Labor Statistics.
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Employer

Raytheon Missile Systems
State of Arizona
University of Arizona

Pima County"

Tucson Unified School District
Davis-Monthan Air Force Base
City of Tucson®
Freeport-McMoRan Copper & Gold
Wal-Mart Stores

Carondelet Health Network
University Medical Center

TMC Health Care

United States Border Patrol
Tohono O’odham Nation
Sunnyside Unified School District
Pima Community College

Fry's Food Stores

Asarco

Employer Solutions Group
Northwest Health

Amphitheater Unified School District
Citi

Source: The Star 200 Directory, published by The Arizona Daily Star (March 16, 2008)

and Pima County Budget Division.

MAJOR EMPLOYERS (Employers with 2,000 or more employees)

Employment Sector

Manufacturing
Government

Government (College Ed.)

Government

Government (Ed. K-12)
Government (Military)
Government

Mining

Trade (Retail)

Services (Health)
Services (Health)
Services (Health)
Government
Government
Government (Ed. K-12)

Government (College Ed.)

Trade (Grocery)

Mining

Services (Business)
Services (Health)
Government (Ed. K-12)
Services (Financial)

! Budgeted full-time equivalents reported for fiscal years 2006/07 and 2007/08.

Company

Raytheon Missile Systems
IBM Storage System Division
Honeywell Aerospace
Ventana Medical Systems
Texas Instruments, Tucson
Bombardier Aerospace
Universal Avionics Systems

MAJOR MANUFACTURERS (Manufacturers with 400 or more employees)

Type of Business

Missile Manufacturing
Computer Systems
Aircraft Electronic Systems
Medical Equipment
Operation Amplifiers
Aircraft Maintenance
Aircraft Electronic Systems

Employees
2006 2007
11,184 12,515

9,927 10,754
10,354 10,535

8,131 8,397

7,419 8,018

8,233 7,701

5,848 6,031

4,900 5,840

5,625 5,805

4,319 4,766

3,094 3,304

3,474 3,038

2,763 2,975

3,825 2,725

2,690 2,685

2,211 2,325

1,806 2,268

1,950 2,185

2,131 2,131

1,808 2,124

2,187 2,096

2,000 1,900
Employees

2006 2007
11,184 12,515
1,750 1,457

750 760

580 681

625 643

614 581

250 450

Source: The Star 200 Directory, published by The Arizona Daily Star (March 16, 2008).
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EMPLOYMENT BY INDUSTRY based on North American Industry Classification System (NAICS)

Industry 2002 2003 2004 2005 2006 2007
Trade, Transportation & Utilities 54,400 55,100 57,900 59,600 62,700 63,900
Educational & Health Services 43,600 45,600 47,800 50,500 52,600 54,200
Professional & Business Services 41,500 41,200 43,400 45,900 49,700 52,300
Leisure & Hospitality 37,300 37,100 39,100 39,800 40,600 39,800
Manufacturing 30,500 28,600 28,400 28,300 28,100 27,500
Construction 22,500 22,900 24,000 25,700 27,900 26,400
Financial Activities 14,400 15,500 15,900 16,500 17,600 17,800
Information Services 7,900 7,500 7,600 7,200 6,800 6,000
Natural Resources & Mining 1,500 1,100 1,300 1,400 1,600 1,800
Other Services 14,500 14,500 14,700 14,700 15,800 15,500
Government 74,900 75,700 76,900 77,100 76,300 77,900
Total Non-Farm Employment 342,900 345,200 357,100 366,700 379,600 383,100

Source: U.S. Department of Labor, Bureau of Labor Statistics.

Sum by industry may not add to total because industry employment is rounded to nearest 100 employees.

EMPLOYMENT BY OCCUPATION, 2007

Occupations Percent of Total
Office & Administrative Support Occupations 18.6%
Sales & Related Occupations 9.5%
Food Preparation & Serving-Related Occupations 8.8%
Construction & Extraction Occupations 6.4%
Education, Training, & Library Occupations 6.3%
Healthcare Practitioners & Technical Occupations 5.4%
Transportation & Material Moving Occupations 5.1%
Management Occupations 5.0%
Production Occupations 4.2%
Installation, Maintenance, & Repair Occupations 4.1%
Business & Financial Operations Occupations 3.8%
Building & Grounds Cleaning & Maintenance Occupations 3.5%
Healthcare Support Occupations 3.4%
Architecture & Engineering Occupations 3.0%
Protective Service Occupations 2.9%
Personal Care & Service Occupations 2.7%
Computer & Mathematical Occupations 2.4%
Community & Social Services Occupations 1.7%
Life, Physical, & Social Science Occupations 1.2%
Arts, Design, Entertainment, Sports, & Media Occupations 1.1%
Legal Occupations 0.8%
Farming, Fishing, & Forestry Occupations 0.1%

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 2007.

NEW COMPANIES IN PIMA COUNTY (New Companies announced between 2007 and June 2008)

Company Name Product or Service

Computer Designs Inc. Custom Thermoforming Manufacturer
Global Investment Recovery Electronics Recycler

LifeCycle Logistics Manufacturing

Target Fulfillment Center Fulfillment Center for Internet Sales
Solon America Corporation Photovoltaic Technology Manufacturing
Latitude Corporation Precision Metal Manufacturing

Stanley, Inc. Passport Processing Center

Schletter Inc. Manufacturer of Solar Mounting Systems

Source: Tucson Regional Economic Opportunities, Inc.
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CONSTRUCTION ACTIVITY
PIMA COUNTY: VALUE OF BUILDING PERMITS

Permitted Construction Value in Millions of Dollars

$3,000
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$2,000
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$1,000
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$0 - . . . T T T T . .

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Arizona Real Estate Center, W.P. Carey School of Business,
Arizona State University.

RETAIL SALES
PIMA COUNTY RETAIL SALES (not including food sales)

$9.000 Retail Sales in Millions of Dollars

$8,000
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$6,000
$5,000
$4,000
$3,000
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Source: Arizona Department of Revenue & Pima County Budget Division.
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INTRODUCTION

ORGANIZATION

The governmental and administrative affairs of Pima County are directed by a five-member Board of
Supervisors with each member elected from a designated district to serve a four-year term. The
chairperson is selected by the Board from among its members. Other elected officials, often referred to
as constitutional officers, are the Assessor, Clerk of the Superior Court, the Constables, County Attorney,
Recorder, School Superintendent, Sheriff, and Treasurer. Presiding judges are appointed from elected
members of the judicial bench.

REPORTING RELATIONSHIPS

Because of Arizona’s constitutional provisions and the requirements promulgated by Arizona Revised
Statutes, the government of Pima County is organized to have a direct and indirect relationship with the
Board of Supervisors. The Board of Supervisors has direct control over the County’s general
government functions; community services; indigent defense; medical, health, and welfare services; and
public works functions. These broad functions include the County’s internal governmental
administrative/management activities; maintenance and construction of the County’s sewerage and
sanitation infrastructures; County streets, roads, and bridges which comprise the County’s transportation
infrastructure; natural resources, parks, community centers, recreational facilities, and libraries; and
numerous clinics. Indirect relationships are maintained with the elected officials.

BOARD OF SUPERVISORS

The Pima County Board of Supervisors is responsible for establishing the policies of the County that
provide direction for the various departments and for appointing a County Administrator. The Board has
the legal authority and responsibility to establish spending limits and approve the budgets of all County
departments, including those of the elected officials. The Board also sets the amount of taxes to be
levied in the County.

The members of the Board of Supervisors also sit as the Board of Directors on other boards,
commissions, and/or committees such as the Corrections Officer Retirement Board, Board of Health,
Metropolitan Tucson Convention and Visitors Bureau, Public Safety Retirement Board, Stadium District
Board, Tucson-Pima Arts Council, and various Improvement Districts. The Board of Supervisors is also
the statutory commission for the Tucson Airport Area Enterprise Zone and is the incorporator of the Pima
County, Arizona Municipal Property Corporation.

COUNTY ADMINISTRATOR

Pima County’s chief appointed official is the County Administrator who serves at the pleasure of the
Board of Supervisors. The County Administrator reports directly to the Board. With the exception of
certain duties of elected officials’ departments, the County Administrator has direct responsibility for the
oversight and operation of all County government functions in the areas of County Administration,
Community & Economic Development, Justice & Law Enforcement, Medical Services, and Public Works.

The County Administrator implements Board policy and has the responsibility for developing the annual
County budget and submitting a recommended budget to the Board of Supervisors for their
consideration. Subsequent to public hearings and Board approval, the County Administrator also
compiles and publishes the Adopted Budget.
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SERVICES PROVIDED

Pima County offers a wide variety of governmental services that are organized into the following five
functional areas:

COUNTY ADMINISTRATION

County Administration primarily provides internal administrative and support services to County
departments directly serving the public. The departments comprising this function include the Assessor,
Board of Supervisors, Clerk of the Board, Communications (a subordinate department under Information
Technology), County Administrator, Elections, Finance & Risk Management, Forensic Science Center,
Human Resources, Information Technology, Non Departmental, Procurement, Recorder, and the
Treasurer.

COMMUNITY & ECONOMIC DEVELOPMENT

Community & Economic Development provides educational, cultural, social, economic development, and
recreational programs to the public. The departments in this functional area are Community & Economic
Development Administration; Community Development & Neighborhood Conservation; Community
Resources; Community Services, Employment & Training; County Free Library; Economic Development
& Tourism; School Superintendent; and the Stadium District.

JUSTICE & LAW ENFORCEMENT

Justice & Law Enforcement provides public safety, felony and misdemeanor investigation, and
prosecution services for victims, witnesses, and those needing fiduciary assistance. Services are also
provided in the areas of indigent defense, civil representation, correctional housing, and juvenile
detention. Judicial services include jury selection, adjudication of trials, sentencing, and probation
supervision. The child support services include Title IV-D and non-Title IV-D administrative functions
such as maintaining child support, spousal maintenance, and special paternity case information;
processing court orders; preparing and serving wage assignments; and receiving and processing court
ordered payments. The departments within this area are the Clerk of the Superior Court, Constables,
County Attorney, Indigent Defense, Justice Court Ajo, Justice Court Green Valley, Justice Courts
Tucson, Juvenile Court, Office of Court Appointed Counsel, Public Fiduciary, Sheriff, and Superior Court.

MEDICAL SERVICES

Medical Services provides patient medical services, various public health and animal control services,
and medical assistance to indigents. The component departments are Institutional Health, Pima Health
System & Services, and Public Health. These departments comprise the major portion of the Pima
County Integrated Health Care System, a diverse set of payer and provider operations for which the
Department of Institutional Health serves as the administrative oversight structure.

PUBLIC WORKS

Public Works provides construction, operations, and maintenance services related to the County
infrastructure and related planning and environmental issues. The departments within this area are
Capital Projects; Development Services; Environmental Quality; Facilities Management; Fleet Services;
Graphic Services; Natural Resources, Parks & Recreation; Public Works Administration; Regional Flood
Control District; Solid Waste Management; Transportation; and Wastewater Reclamation.
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THE BUDGETARY PROCESS

FUND COMPOSITION

The County adopts budgets for all governmental and enterprise funds. The internal service funds:
Communications, Fleet Services, Graphic Services, and Risk Management are described in the budget
document, but are not included in the total amount budgeted. To do so would duplicate the revenues
and expenditures of the internal service funds in the budget as a whole.

BASIS OF PRESENTATION

As in prior years, departments are budgeted on a cost center/account line item basis. Fiscal year
1998/99 was the first year the budget presentation included and emphasized the programmatic
components of County services. Accordingly, the fiscal year 2008/09 budget shows the costs and
funding associated with programs, regardless of the funding source.

BASIS OF BUDGETING

The budgets of the governmental funds are presented on a modified accrual basis. The basis of the
modified accrual methodology refers to how expenditures and revenues are projected and recognized.
Under this methodology, revenues are recognized when they are measurable and available to finance
current expenditures. Expenditures, on the other hand, are generally recognized when incurred.
Exceptions to this policy are principal and interest expenditures on general long term debt which are
budgeted either when due, or in period 12 (June), if the due date falls early in the subsequent fiscal year.

The budgets of the proprietary funds are presented using the accrual basis. Under this methodology,
revenues are recognized when they are earned, and expenses are recognized when they are incurred.

Under the basis of budgeting for capital leases, the acquisition costs and corresponding proceeds of the
capital lease agreement are recorded. Only the principal and interest payments applicable to the budget
period are reflected in the budget document.

Note that under the requirements of the new Government Accounting Standards Board Statement No. 34
(GASB 34), Countywide audited financial statements are now produced on a full accrual basis.
However, GASB 34 also requires that supplemental financial statements be produced that will serve as a
crosswalk between the accounting basis of the audited financial statements and the budget.

BUDGETARY CONTROL

The County’s adopted budget serves as a legal operating plan for the fiscal year. While its primary
function is to provide a planning and allocation tool, it also serves management by providing the basis for
measuring performance during the year.

The adopted budget has two levels of budgetary constraints: 1) within the General Fund, expenditures
may not legally exceed appropriations at the department level and 2) within each Special Revenue Fund
department, Capital Projects, Debt Service, and the Enterprise Fund, expenditures may not legally
exceed the level of the total funding source. It should be noted that while budget limitations are based
upon expenditures, emphasis is given in the budget documents to Net Fund Impact (NFI) for
governmental funds and Net Assets Impact (NAI) for proprietary funds. NFI and NAI show the difference
between total revenues and total expenditures for the fiscal year, plus or minus net operating transfers
and other financing sources, when appropriate.

These concepts provide a clearer picture of how dollars are allocated, rather than emphasizing
expenditures alone. For example, it is possible that a department could remain within its expenditure
budget while, at the same time, fail to generate its corresponding budgeted revenues. In such an
instance, more dollars would be required to meet the departmental and/or programmatic objectives than
noted solely by the spending ceilings granted by the Board of Supervisors.
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To monitor compliance with these budgetary constraints, on a monthly basis, both revenue and
expenditure projections are prepared by the departments and compiled by the Budget Division.
Variances between these projections and the full year appropriations are reported to the County
Administrator and the Board of Supervisors. These analyses provide not only a mechanism for
monitoring performance, but also for adjusting (when necessary) departmental operating plans and
resource utilization.

BUDGET AMENDMENTS

While state statutes prohibit the County from exceeding the final adopted budget amount, the budget is
still just a planning document, and as such remains sufficiently flexible to accommodate changes that
may occur during the fiscal year.

There are two categories of change that may be required to the adopted budget: 1) those affecting line
items within a single department and 2) those requiring a transfer between departments or funds. In the
first instance, departments retain the authority to modify line item amounts within their own budgets,
provided the total program budgeted amount remains unchanged. In the second instance, the County
Administrator has the authority to evaluate departmental requests for changes between departments and
make recommendations for approval to the Board of Supervisors. Should the County Administrator
recommend the change to the Board of Supervisors, the recommendation will be considered at a
regularly scheduled, open meeting of the Board.

BUDGET PREPARATION AND APPROVAL

The budget of Pima County is comprised of two components: 1) departmental operating budgets and
2) the Capital Improvement Budget.

Departmental Operating Budgets

All departments within each functional area, except those scheduled to develop zero base budgets, are
required to prepare their next year's budget requests using a target-based budgeting approach. Under
this approach, base budgets are developed wherein revenues are assumed to be identical with those of
the prior year, unless new revenues are clearly identified. Additionally, expenditures are assumed
identical to those of the prior year after adjusting for such items as: 1) Board of Supervisors’ approved
programs, 2) changes in employee benefits, 3) Internal Service Fund charges, 4) one-time expenses, 5)
annualized cost of prior year positions, 6) annualized part-year costs associated with ongoing programs,
and 7) annualized cost of prior year employee compensation.

In keeping with the target-based model, departments may also submit requests for supplemental funding,
if they believe their base budget requests are too low to fund all programmatic needs. These
supplemental requests must detail all needed support, including personal services, supplies and
services, and capital. Supplemental requests must also identify the requested funding source.
Additionally, supplemental requests must be prioritized for the department as a whole, and include an
impact statement (should supplemental funding be denied) detailing the opportunity lost, mandate not
met, measurement of services not provided, or outcome not achieved.

After these departmental budget requests are prepared, they are verified, corrected as necessary, and
consolidated by the Budget Division for presentation to the County Administrator. The County
Administrator then reviews and recommends base and supplemental requests to the Board of
Supervisors (usually in the month of April or May). Following receipt and public discussion of this
Recommended Budget, the Board of Supervisors, on or before the third Monday in July, adopts a
Tentative Budget which sets a ceiling on expenditures that may be incurred for the County as a whole.
The final step in the process is a public hearing and special Board meeting, where the Final Budget is
adopted as required by Arizona Revised Statutes. Unless the budget process is accelerated, this special
meeting is customarily held on the second Monday in August, for the adoption of the budget covering the
fiscal year that began July 1.
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Zero Base Budgets (ZBB)

Board of Supervisors Policy No. D22.5, adopted on October 26, 1999, mandated that, beginning with
fiscal year 2000/01, every department shall develop an annual budget using a zero base budget
methodology at least once during each subsequent four year period. Under the ZBB approach, no target
is established. The department evaluates its current level of operations, its programmatic structure, and
its staffing in the context of its function statement and mandates. Organizational revisions are made, if
beneficial to the achievement of department goals. Programs are then divided into services which define
the department’s product, or benefit, to the County. Services are further subdivided into specific
activities performed in order to deliver the services. Each service is individually budgeted at its current
level and can be individually evaluated for adoption. Each line item for each service is evaluated and
justified. During the year, the actual cost of each service can be captured and variances from budget
monitored and analyzed. For fiscal year 2008/09, the following departments submitted budgets using the
ZBB approach: Clerk of the Board; County Administrator; Institutional Health; Board of Supervisors;
Solid Waste Management; Pima Health System & Services; Fleet Services; Clerk of the Superior Court;
Superior Court.

Capital Improvement Budget

On an annual basis, the County Administrator’s office prepares a five-year Capital Improvement Plan
(CIP) and a one-year Capital Improvement Budget (CIB). A summary of capital improvement projects for
fiscal year 2008/09-2012/13 and beyond is provided in the Summary Schedules section, and a capital
improvement program overview is provided in the Budget Overview section.

Preparation and Approval Timetable

A timetable for the budget preparation and approval processes for fiscal year 2008/09 is provided below.

October 2, 2007 Financial Planning System (the budget system), released for early

budgeting, year end projections and zero based budgeting

November 5 -8, 2007

November 5, 2007

November 9, 2007
December 21, 2007
February 5, 2008
February 19, 2008
March 17 — 21, 2008
March 24 — April 14, 2008
April 24, 2008

May 20, 2008

May 20, 2008

June 17, 2008
August 18, 2008

Budget training for department representatives

Base target budgets, assumptions, and other information are distributed to
departments

Budget Guide and FPS Users Manual posted on the County website
Initial General Government Revenue Forecast

Budgets due to the Budget Division from departments

Zero Base Budgets due to the Budget Division from departments
County Administrator meets with department directors and managers
County Administrator gives direction to the Budget Division

County Administrator submits Recommended Budget to the Board
Board of Supervisors Recommended Budget public hearings

Board of Supervisors Tentative Budget adoption

Board of Supervisors Final Budget adoption

Board of Supervisors adoption of the Levy of Taxes
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LEGAL REQUIREMENTS

COUNTY SPENDING LIMITATION

Pima County, like all counties and cities in Arizona, is subject to numerous budgetary and
related legal requirements. Article 9, Section 20 of the Arizona Constitution sets limits on the
County's legal budget capacity. In general, the Board of Supervisors, as the governing body of
the County, cannot authorize expenditures from local revenues in excess of the expenditure
limitation determined annually for Pima County by the Arizona Economic Estimates
Commission. The expenditure limitation is determined each year by adjusting the amount of
actual payments of local revenues received by the County during fiscal year 1979/80 to reflect
inflation and subsequent population growth for the County. Not subject to this limitation are
items such as bond proceeds, related debt service, interest earnings, special voter approved
districts, certain highway user revenue funds, federal grant and aid funds, monies received
pursuant to intergovernmental agreements, and state grants which are to be used for specific
purposes.

Arizona Revised Statute (ARS) 8§ 42-17151, in effect, also mandates the adoption of a balanced
budget for the County, as it requires the governing body of each county shall fix, levy and
assess the amount to be raised from primary and secondary property taxation. This amount,
plus all other sources of revenue and unencumbered balances from the preceding fiscal year,
shall equal the total of amounts proposed to be spent in the budget for the current fiscal year.

TENTATIVE BUDGET PREPARATION AND PUBLICATION

State law (ARS § 42-17101) requires that on or before the third Monday in July of each fiscal
year, the Board of Supervisors must prepare an estimate of the County’s expenditures and
revenues. Pima County refers to these estimates as the Tentative Budget. According to ARS
§ 42-17101, this Tentative Budget must be included in the governing body’s minutes and must
be fully itemized in accordance with forms supplied by the state Auditor General. (See the State
Reports section.) ARS § 42-17102 defines those expenditures and revenues comprising the
Tentative Budget. The Tentative Budget and state reports include all monies used for County
purposes, interest and principal payments on bonds, the amount for each special levy provided
by law, and the amount for unanticipated contingencies or emergencies.

ARS 8§ 42-17103 requires publication of the Tentative Budget once a week for at least two
consecutive weeks. The published Tentative Budget must be accompanied by a notice of the
scheduled date and time for a public hearing and special meeting regarding the proposed
budget and taxes levied on property.

ARS § 42-17104 specifies that the Board of Supervisors shall hold a public hearing and special
meeting at which any taxpayer may appear and speak for or against the Tentative Budget and
tax levy. This public hearing and special meeting must be held on or before the fourteenth day
before the day the Board levies taxes.

ARS § 42-17105 prescribes that once the Tentative Budget has been published, expenditures
may not be increased above the published amounts; however, they may be decreased. In
effect, with the publication of the Tentative Budget, the Board has set its maximum limits for
expenditures, but these limits may be reduced upon adoption of the final budget.
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FINAL BUDGET ADOPTION

State law (ARS § 42-17105) specifies that after the hearing required by ARS § 42-17104, the
Board of Supervisors must adopt the estimates of proposed expenditures for the fiscal year at a
special meeting called for that purpose. The proposed expenditures become the final adopted
budget for the current fiscal year when approved by a majority of the supervisors, provided that
the total amounts proposed to be spent in the budget do not exceed the total amounts that were
proposed for expenditures in the published estimates, i.e., the Tentative Budget.

Copies of the Board of Supervisors’ resolutions adopting the fiscal year 2008/09 budgets for
Pima County, the County Free Library District, the Flood Control District, and the Stadium
District are provided on pages 3-7 through 3-10.

BUDGET REVISIONS

ARS § 42-17106 requires that no money shall be expended for a purpose not included in the
adopted budget and no expenditures shall be made in excess of the amounts specified for each
purpose in the budget, except as provided by law. This restriction applies whether or not the
County has at any time received, or has on hand, funds or revenues in excess of those required
to meet expenditures incurred under the adopted budget.

Pima County defines purpose as a program, i.e., an activity or group of activities that
accomplishes a single function or provides a category of service. ARS § 42-17106 permits the
Board of Supervisors, upon approval by a majority of the supervisors at a duly noticed public
meeting, to authorize the transfer of funds between programs when the funds are available and
the transfer is in the public interest and based on a demonstrated need, as long as the transfer
does not result in violation of the limitations prescribed by Article 9, Sections 19 and 20 of the
Arizona Constitution, i.e., the limitation on annual increases in local ad valorem property tax
levies and the limitation on county expenditures, respectively.

TRUTH IN TAXATION

State law (ARS § 42-17052) requires that on or before February 10™ of each year, the County
Assessor shall transmit to the Board of Supervisors an estimate of the total net assessed
valuation of the County, including an estimate of new property that has been added to the tax
roll since the previous levy of property taxes in the County. If the proposed primary property tax
levy, excluding amounts that are attributable to new construction, is greater than the amount
levied by the County in the preceding year, the Board of Supervisors is required by ARS § 42-
17107 to publish a notice of tax increase, inviting citizens to appear and speak for or against the
proposed increase at a public truth in taxation hearing. The notice of tax increase must be
published twice, with the first publication of the notice being at least fourteen but not more than
twenty days before the date of the truth in taxation hearing and the second publication being at
least seven days but not more than ten days prior to the hearing.

ARS 8§ 42-17107 requires a public truth in taxation hearing be held prior to the Board’s approval
of the adopted budget. Furthermore, ARS § 42-17104 requires such a public hearing be held
on or before the fourteenth day before the day taxes are levied. Whenever a truth in taxation
hearing has been required, Pima County has customarily held such a hearing on the same day
and immediately preceding the Board’s approval of the adopted budget.
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ADOPTION OF TAX LEVY

ARS § 42-17151 specifies that on or before the third Monday in August the Board of
Supervisors must fix, levy, and assess the amounts to be raised from primary property taxation
and secondary property taxation. The Board must also designate the amounts to be levied for
each purpose appearing in the adopted budget and determine and fix a primary property tax
rate and the secondary tax rates.

ARS 8§ 42-17052 requires that the primary property tax rate and levy adopted by the Board shall
be fixed using the net assessed value of real and personal property from the assessment roll of
the County as transmitted by the Assessor on or before February 10th of each year, unless a
subsequent change in such value is approved by the Property Tax Oversight Commission.
Pima County also uses the net assessed values from this assessment roll in fixing the
secondary property tax rates in the adopted budget. Although the County’s secondary tax rates
are fixed using the February values, the amounts for secondary tax levies adopted by the Board
on or before the third Monday in August are based on actual property billing values available
from the Assessor around the beginning of August. This allows the Assessor to produce the
most accurate billing roll possible, using the most current information for property values and
exemption amounts.

A copy of the Board of Supervisors’ resolution for the levy of taxes for fiscal year 2008/09 is
provided on pages 3-11 through 3-23.

PROPERTY TAX LEVY LIMITATION

The Arizona Constitution and state statutes specify two distinct types of ad valorem property
taxes: a limited property tax levy known as the primary property tax levy and a number of
unlimited levies referred to as secondary property tax levies. The primary levy may be imposed
for any purpose, while the secondary levies may be used only for specific purposes.

Primary Property Tax Levy: There is a strict limitation on how much the County can levy as
an ad valorem primary property tax. Article 9, Section 19 of the Arizona Constitution and ARS
§ 42-17051 constrain the County’s maximum allowable primary property tax levy limit each year
to an amount that is two percent greater than the previous year's maximum allowable primary
property tax levy limit, plus a dollar amount that reflects the net gain in property not taxed the
previous year. Even if the County does not tax at the maximum allowable primary property tax
levy limit from year to year, the allowed two percent increase is based on the prior year's
maximum allowable levy limit. The amount of net gain in property is included in the calculation
to take into account all new construction and any additional property added to the assessment
roll from the previous year.

Secondary Property Tax Levy: Secondary property tax levies allow the County to levy ad
valorem property taxes for various specific purposes. For many years, Pima County has levied
four secondary property taxes. ARS § 11-275 authorizes a tax levy on the secondary net
assessed value of all real and personal property in the County for the purpose of retiring
principal and paying interest on general obligation bonds. ARS § 48-807 mandates the Board of
Supervisors levy a countywide Fire District Assistance Tax on the secondary net assessed
value of all real and personal property to assist the fire districts in Pima County, and ARS § 48-
3903 authorizes a similar secondary tax levy on all property to pay the expenses of the County
Free Library District. ARS § 48-3620 authorizes a tax levy only on the secondary net assessed
value of real property in the County to pay the expenses of the Flood Control District.
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Secondary tax levies are commonly referred to as unlimited levies because such property taxes
may be levied in amounts necessary to meet expenses and are not statutorily limited in how
they may change from year to year. The Fire District Assistance Tax (FDAT) is somewhat of an
exception, as the FDAT tax rate cannot by statute exceed ten cents per $100 of assessed
valuation.

Not only is the dollar amount of the secondary tax levy unlimited, the actual full cash value of
property used to determine the secondary tax levy can vary without limitation to reflect changes
in overall market values. This is in contrast to the limitations placed on the primary property tax
levy and the changes in the value of property used to determine the primary levy. (See
Article 9, Sections 18 and 19 of the Arizona Constitution.)
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Note: Copies of the resolutions for the Adoption of the County Budget, the
Adoption of the County Free Library District Budget, the Adoption of the Flood
Control District Budget, and Adoption of the Stadium District Budget are provided
on the following four pages. Although each of the resolutions makes reference to
the “accompanying schedules” which show the estimates of revenues and
expenditures/expenses, the schedules have been withdrawn, since these
schedules replicate the information provided in the section labeled State Reports.
Please refer to the tab labeled State Reports for the estimates of revenues and
expenditures/expenses.
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RESOLUTION NO. 2008 - _148
PIMA COUNTY
RESOLUTION FOR THE ADOPTION OF THE BUDGET
FISCAL YEAR 2008/2009

WHEREAS, in accordance with the provisions of A.R.S. §42-17101 et. seq., the
Board of Supervisors did, on May 20, 2008, make an estimate of the different amounts
required to meet the public expenditures/expenses for the ensuing year, also an
estimate of revenue from sources other than direct taxation, and the amount to be
raised by taxation upon real and personal property of Pima County, and

WHEREAS, publication has been duly made as required by law, of said
estimates together with a notice that the Board will hold a public hearing and special
board meeting for the purpose of hearing taxpayers at the designated time and place,
and

WHEREAS, in accordance with A.R.S. §42-17104, the Board met on June 17,
2008, at which meeting any taxpayer was privileged to appear and be heard in favor of
or against any of the proposed expenditures/expenses or tax levies, and

WHEREAS, it appears that the sums to be raised by taxation, as specified
therein, do not in the aggregate amount exceed that amount as compuied in A R.S.
§42-17051.

NOW, THEREFORE, BE IT RESOLVED, that the said estimates of revenues
and expenditures/expenses shown on the accompanying schedules, as now increased,
reduced or changed by the same, are hereby adopted as the budget of Pima County for
the Fiscal Year 2008/2008.

Passed and adopted this 17th day of June, 2008.

Chairman 6/17/08
Pima County Board of Supervisors

ATTEST: APPROVED AS TO FORM:
A bt © @@w
Clerk of the Board Deputy County Attorney
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RESOLUTION NO. 2008 -LD__°
PIMA COUNTY
RESOLUTION EOR THE ADOPTION OF THE
COUNTY FREE LIBRARY DISTRICT BUDGET FOR
FISCAL YEAR 2008/2009

WHEREAS, in accordance with the provisions of A.R.S. §42-17101 et. seq. and
§48-3903, the Board of Supervisors, sitting as the County Free Library District Board,
did, on May 20, 2008, make an estimate of the different amounts required to meet the
public expenditures/expenses for the ensuing year, also an estimate of revenue from
sources other than direct taxation, and the amount to be raised by taxation upon real
and personal property of the Pima County Free Library District, and

WHEREAS, publication has been duly made as required by law, of said
estimates together with a notice that the Board will hold a public hearing and special
board meeting for the purpose of hearing taxpayers at the designated time and place,
and

WHEREAS, in accordance with said sections of said titles, the Board met on
June 17, 2008, at which meeting any taxpayer was privileged to appear and be heard in
favor of or against any of the proposed expenditures/expenses or tax levies, and

NOW, THEREFORE, BE IT RESOLVED, that the said estimates of revenues
and expenditures/expenses shown on the accompanying schedules, as now increased,
reduced or changed by the same, are hereby adopted as the budget of the Pima
County Free Library District for the Fiscal Year 2008/2009.

Passed and adopted this 17th day of June, 2008.

Chairman 17/08
Pima County Free Library District Board

ATTEST: APPROVED AS TO FORM:

/

el m——

Clerk of the Board Deputy County Attorney” I
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RESOLUTION NO. 2008 - FC___5
PIMA COUNTY
RESOLUTION FOR THE ADOPTION OF THE
FLOOD CONTROL DISTRICT BUDGET FOR
FISCAL YEAR 2008/2009

WHEREAS, in accordance with the provisions A.R.S. §42-17101 et. seq. and
§48-3620, the Board of Supervisors, sitiing as the Flood Control District Board, did, on
May 20, 2008, make an estimate of the different amounts required to meet the public
expenditures/expenses for the ensuing year, also an estimate of revenue from sources
other than direct taxation, and the amount to be raised by taxation upon real and
personal property of the Pima County Flood Control District, and

WHEREAS, publication has been duly made as required by law, of said
estimates together with a notice that the Board will hold a public hearing and special
board meeting for the purpose of hearing taxpayers at the designated time and place,
and

WHEREAS, in accordance with said sections of said titles, the Board met on
June 17, 2008, at which meeting any taxpayer was privileged to appear and be heard in
favor of or against any of the proposed expenditures/expenses or tax levies, and

NOW, THEREFORE, BE IT RESOLVED, that the said estimates of revenues
and expenditures/expenses shown on the accompanying schedules, as now increased,
reduced or changed by the same, are hereby adopted as the budget of the Pima
County Flood Controi District for the Fiscal Year 2008/2009. '

Passed and adopted this 17th day of June, 2008.

Chairman  “ 6/17/08
Pima County Flood Contral District Board

ATTEST:

Clerk of the Board Deputy County Attorney
|
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RESOLUTION NO. 2008 -SD__1
PIMA COUNTY
RESOLUTION FOR THE ADOPTION OF THE
STADIUM DISTRICT BUDGET FOR
FISCAL YEAR 2008/2009

WHEREAS, in accordance with the provisions of A.R.S. §42-17101 et. seq. and
§48-4232, the Board of Supervisors, sitting as the Stadium District Board, did, on
May 20, 2008, make an estimate of the different amounts required to meet the public
expenditures/expenses for the ensuing year, also an estimate of revenue from sources
other than direct taxation, and

WHEREAS, publication has been duly made as required by law, of said
estimates together with a notice that the Board will hold a public hearing and special
board meeting for the purpose of hearing taxpayers at the designated time and place,
and

WHEREAS, in accordance with said sections of said titles, the Board met on
June 17, 2008, at which meeting any taxpayer was privileged to appear and be heard in
favor of or against any of the proposed expenditures/expenses, and

NOW, THEREFORE, BE IT RESOLVED, that the said estimates of revenues
and expenditures/expenses shown on the accompanying schedules, as now increased,
reduced or changed by the same, are hereby adopted as the budget of the Fima
County Stadium District for the Fiscal Year 2008/2009.

Passed and adopted this 17th day of June, 2008.

Chairman 6/17/08
Pima County Stadium District Board

ATTEST:

Clerk of the Board Deputy County Attorney

3-10



Pima County FY 2008/2009 Adopted Budget

RESOLUTION NO. 2008 - 224

RESOLUTION OF THE PIMA COUNTY BOARD
OF SUPERVISORS FOR THE LEVY OF TAXES
FOR FISCAL YEAR 2008/2009

WHEREAS, in accordance with the provisions of A.R.S. §11-275; A.R.S. §42-17101,
et. seq.; and A.R.S. §48-3620 and 3903, the Pima County Board of Supervisors didon May
20, 2008, make an estimate of the different amounts required to meet the public expenditures/
expenses of Pima County, Pima County Flood Control District and Pima County Free Library
District for the ensuing fiscal year, and on June 17, 2008, the Pima County Board of
Supervisors did adopt the budget of Pima County, Pima County Flood Control District and
Pima County Free Library District and the amounts to be raised by taxation upon real and
personal property within Pima County for Fiscal Year 2008/2008, and;

WHEREAS, pursuant to A.R.S. §42-17104, a meeting was held on June 17, 2008, at
which any taxpayer was privileged to appear and be heard in favor of or against any of the
proposed Pima Ceounty expenditures or tax levies, and;

WHEREAS, in accordance with the provisions of A.R.S. §15-393, 972, 991.01, 992,
993, 994, 995, 1022, 1461 and 1462; A.R.S. §42-17151; and A.R.S. §48-575, 718, 723, 806,
807, 955, 960, 2223, 3114, 3715, 3715.02, 3778, 4501, and 4503, the Pima County Board of
Supervisors has received the budgets and/or the expenditure amounts to be raised by taxation
upon property from School Districts within Pima County; the Joint Technological Education
District; the Unorganized School District Tax; the Education Assistance Tax; Pima Community
College District; City of Tucson; City of South Tucson; the City of Tucson Business
Improvement District; the Fire Districts within Pima County; the Improvement Districts within
Pima County; the Street Lighting improvement Districts within Pima County, the Health District
within Pima County; the Irrigation Districts within Pima County; the Community Facilities
Districts within Pima County, the Centrai Arizona Water Conservation District and the Central
Arizona Groundwater Replenishment District.

WHEREAS, public notice of the levy of taxes having been duly made as required by
law,

NOW, THEREFORE, BE IT RESQOLVED, that the following amounts are taxes to be
levied upon property located in Pima County for payment of taxes for Fiscal Year 2008/2009
for the entities listed:
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

STATE OF ARIZONA:
State of Arizona Property Tax

Primary 8,230,966,534
PIMA COUNTY:
Primary
General Fund 8,230,966,534
Secondary

9,594,861,519
9,594,861,519
9,594,861,519
8,684,571,743

County Free Library

Debt Service

Fire District Assistance

Flood Control District
TOTAL PIMA COUNTY

UNORGANIZED SCHOOL DISTRICT TAX:
Primary 11,950,138
EDUCATION ASSISTANCE:
Primary 8,230,966,534
PIMA COMMUNITY COLLEGE:
Primary
Primary
ARS 42-16214.A.2 Payment of Refunds (Qwest Settlement)
TOTAL PRIMARY
Secondary
Secondary
ARS 42-16214.A.2 Payment of Refunds (Qwest Settlement)
TOTAL SECONDARY
TOTAL PIMA COMMUNITY COLLEGE

8,230,966,534

9,594,861,519

CENTRAL ARIZONA WATER CONSERVATION DISTRICT:
Ad Valorem Secondary 9,594,861,519
Water Storage Secondary 9,594,861,519
Ground Water Replenishment
Category 1 (rate per acre-foot and usage of 866.18 acre-feet)
Category 2 (rate per acre-foot and no usage)

CITY OF TUCSON:
Primary 3,378,331,185
Secondary 3,895,581,900

TOTAL CITY OF TUCSON

CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT:

3-12

0 0.0000
279,136,768 3.3913
32,555,365 0.3393
58,048,912 0.6050
3,943,488 0.0411
25,489,218 0.2935
399,173,751 4.6702
174,735 1.4622

0 0.0000
80,556,469 0.9787
466,886 0.0057
81,023,355 0.9844
14,414,098 0.1502
88,072 0.0009
14,502,170 0.1511
95,525,525 1.1355
5,756,917 0.0600
3,837,945 0.0400
264,185  305.0000

0 266.0000
10,915,388 0.3231
24,814,860 0.6370
35,730,248 0.9601

353,484 list attached
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

CITY OF SOUTH TUCSON:

Primary

Cardinal Estates
Carriage Hills No. 1
Carriage Hills No. 3
Desert Steppes
Hermosa Hills Estates
Lakeside No. 1
Littletown

Longview Estates No. 1
Longview Estates No. 2

Manana Grande "B"
Manana Grande "C"
Midvale Park
Mortimore Addition
Oaktree No. 1
Oaktree No. 2
Oaktree No. 3
Orange Grove Valley
Peach Valley
Peppertree

Rolling Hills

Salida del Sol

FIRE DISTRICTS:

Avra Valley
Operations
Bonds

Total Avra Valley

Corona de Tucson

Drexel Heights
Operations
Bonds

Total Drexel Heights

Golder Ranch
Operations
Bonds

Total Golder Ranch

Green Valley

Heritage Hills

Hidden Valley

La Canada

313

22,174,798

STREET LIGHTING IMPROVEMENT DISTRICTS:

1,210,339
3,051,931
1,190,038
1,989,866
2,918,017
2,482,501
2,232,239
3,124,547
3,660,423
2,421,279
3,158,494
6,015,858
5,212,161
1,254,243
956,539
1,185,729
1,747,035
737,749
10,022,969
7,369,256
938,675

36,340,695

57,652,659
263,200,347

572,677,682

424,769,584
78,678,923
14,660,758

123,479,551

47,521 0.2143
10,324 0.8530
7,776 0.2548
3,376 0.2837
4,544 0.2284
3,867 0.1325
6,070 0.2445
18,923 0.8477
8,310 0.2660
9,527 0.2603
6,590 0.2722
10,856 0.3437
9,733 0.1618
32,204 0.6179
16,538 1.3186
13,788 1.4414
18,268 1.5407
6,420 0.3675
3,698 0.5013
7,162 0.0715
15,463 0.2098
10,970 1.1687
1,090,221 3.0000
28,527 0.0785
1,118,748 3.0785
1,493,146 2.5899
6,316,808 2.4000
736,961 0.2800
7,053,769 2.6800
9,105,575 1.5900
973,552 0.1700
10,079,127 1.7600
8,070,622 1.9000
1,500,014 1.9065
87,965 0.6000
1,549,545 1.2549
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

FIRE DISTRICTS (continued):
Mt. Lemmon
North Ranch/Linda Vista
Northwest
Operations
Bonds
Total Northwest
Picture Rocks
Operations
Bonds
Total Picture Rocks
Rincon Valley
Operations
Bonds
Total Rincon Valley
Sabino Vista
Sonoita-Elgin
Tanque Verde Valley
Three Points
Operations
Bonds
Total Three Points
Tucson Country Club Estates
Why

HEALTH DISTRICTS:
Ajo-Lukeville Health District

TUCSON UNIFIED SCHOOL DISTRICT NO 1:
Primary
Maintenance & Operation
Unrestricted Capital
Soft Capital
Adjacent Ways
TOTAL PRIMARY

Secondary
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption
TOTAL SECONDARY

3-14

11,067,365
68,828,175

1,205,607,329

41,431,868

114,033,193

37,645,874

5,086,228
15,494,244
41,069,142

21,649,755
1,147,802

15,434,993

3,334,344,403

3,866,798,844

359,689 3.2500
1,500,041 2.1794
25,423,847 2.1088
1,824,084 0.1513
27,247,931 2.2601
1,346,536 3.2500
223,028 0.5383
1,569,564 3.7883
2,345,435 2.0568
484,983 0.4253
2,830,418 2.4821
312,574 0.8303
76,293 1.5000
195,305 1.2605
1,191,005 2.9000
616,037 1.5000
1,807,042 4.4000
96,818 0.4472
29,983 2.6122
115,762 0.7500
163,639,620 4.9077
7,258,868 0.2177
6,905,427 0.2071
800,243 0.0240
178,604,158 5.3565
35,578,416 0.9201
11,186,649 0.2893
46,765,065 1.2094



Pima County FY 2008/2009 Adopted Budget

PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

MARANA UNIFIED SCHOOL DISTRICT NO 6:
Primary
Maintenance & Operation
Unrestricted Capital
Soft Capital
TOTAL PRIMARY

788,663,104

Secondary
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption
Override Maintenance & Operation
TOTAL SECONDARY

952,444,232

FLOWING WELLS UNIFIED SCHOOL DISTRICT NO. 8:

Primary 206,794,377
Maintenance & Operation
Soft Capital
TOTAL PRIMARY
Secondary 234,266,869

Class A Bond Interest and Redemption
Override Maintenance & Operation
TOTAL SECONDARY

AMPHITHEATER UNIFIED SCHOOL DISTRICT NO. 10:

Primary 1,468,535,300
Maintenance & Operation
Soft Capital

TOTAL PRIMARY

Secondary 1,714,181,348

Class A Bond Interest and Redemption

Class B Bond Interest and Redemption

Override Maintenance & Operation
TOTAL SECONDARY

3-15

28,323,258 3.5913
370,672 0.0470
1,058,386 0.1342
29,752,316 3.7725
7,849,093 0.8241
2,033,468 0.2135
6,394,711 0.6714
16,277,272 1.7090
8,350,150 4.0379
385,672 0.1865
8,735,822 4.2244
2,144,010 0.9152
2,639,953 1.1269
4,783,963 2.0421
46,938,794 3.1963
2,359,936 0.1607
49,298,730 3.3570
16,648,129 0.9712
951,371 0.0555
8,145,790 0.4752
25,745,290 1.5019
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION VALUATION TAXLEVY RATE

SUNNYSIDE UNIFIED SCHOOL DISTRICT NO. 12:
Primary 434,350,373
Maintenance & Operation
Unrestricted Capital
Soft Capital
TOTAL PRIMARY

Secondary 488,676,057
Class A Bond Interest and Redemption
Override Maintenance & Operation
TOTAL SECONDARY

TANQUE VERDE UNIFIED SCHOOL DISTRICT NO. 13:
Primary 198,995,954
Maintenance & Operation
Unrestricted Capital
Soft Capital
Adjacent Ways
TOTAL PRIMARY

Secondary 238,433,926
Class A Bond Interest and Redemption
Override Maintenance & Operation
Override Election K-3
TOTAL SECONDARY

AJO UNIFIED SCHOOL DISTRICT NO. 15:
Primary 16,538,970
Maintenance & Operation
Unrestricted Capital
Soft Capital
TOTAL PRIMARY

Secondary 18,351,185

3-16

18,131,088 4.1743
1,312,607 0.3022
540,766 0.1245
19,984,461 4.6010
7,218,723 1.4772
8,418,422 1.7227
15,637,145 3.1999
6,256,035 3.1438
66,266 0.0333
470,625 0.2365
597 0.0003
6,793,523 3.4139
1,300,657 0.5455
693,127 0.2907
281,590 0.1181
2,275,374 0.9543
686,417 4.1503
30,002 0.1814
43,779 0.2647
760,198 4.5964

0 0.0000
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

CATALINA FOOTHILLS UNIFIED SCHOOL DISTRICT NO. 16:

Primary
Maintenance & Operation
Unrestricted Capital
Soft Capital
TOTAL PRIMARY

Secondary
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption
Override Maintenance & Operation
Override Election K-3
Override Capital Outlay
TOTAL SECONDARY

VAIL UNIFIED SCHOOL DISTRICT NO. 20:

Primary
Maintenance & Operation
Unrestricted Capital
Soft Capital
Adjacent Ways
TOTAL PRIMARY

Secondary
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption
Override Maintenance & Operation
TOTAL SECONDARY

SAHUARITA UNIFIED SCHOOL DISTRICT NO. 30:

Primary
Maintenance & Operation
Unrestricted Capital
Soft Capital
Adjacent Ways
TOTAL PRIMARY

Secondary
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption
Override Maintenance & Operation
Override Election K-3
Override Capital Outlay
TOTAL SECONDARY

3-17

620,911,660

717,980,579

433,249,110

521,676,519

357,366,093

384,175,980

20,316,230 3.2720
2,542,012 0.4094
2,818,318 0.4539

25,676,560 4.1353
8,454,939 1.1776
2,149,634 0.2994
2,264,511 0.3154

674,902 0.0940
600,232 0.0836

14,144,218 1.9700

13,951,488 3.2202
1,177,138 0.2717
1,145,944 0.2645

988,241 0.2281

17,262,811 3.9845
1,463,824 0.2806
2,260,946 0.4334
4,369,041 0.8375
8,093,811 1.5515

10,818,544 3.0273
1,366,568 0.3824

534,620 0.1496
863,754 0.2417

13,583,486 3.8010
2,988,505 0.7779
1,134,856 0.2954
2,005,399 0.5220
1,002,699 0.2610
1,000,010 0.2603
8,131,469 2.1166



Pima County FY 2008/2009 Adopted Budget

PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

SAN FERNANDO ELEMENTARY SCHOOL DISTRICT NO. 35:
Primary 1,031,536
Maintenance & Operation
TOTAL PRIMARY

Secondary 1,118,849
EMPIRE ELEMENTARY SCHOOL DISTRICT NO. 37:
Primary
Maintenance & Operation
TOTAL PRIMARY

6,073,363

Secondary 6,945,410

CONTINENTAL ELEMENTARY SCHOOL DISTRICT NO. 39:

Primary 323,703,078
Maintenance & Operation
Soft Capital
TOTAL PRIMARY
Secondary 390,323,217

Class A Bond Interest and Redemption
Override Maintenance & Operation
TOTAL SECONDARY

INDIAN OASIS UNIFIED SCHOOL DISTRICT NO. 40:

Primary 1,585,500
Maintenance & Operation
TOTAL PRIMARY
Secondary 1,585,500

REDINGTON ELEMENTARY SCHOOL DISTRICT NO. 44:

Primary 1,428,117
Maintenance & Operation
TOTAL PRIMARY
Secondary 1,541,258

3-18

39,116 3.7920
39,116 3.7920

0 0.0000
297,722 4.9021
297,722 4.9021
0 0.0000
4,799,222 1.4826
78,012 0.0241
4,877,234 1.5067
630,372 0.1615
258,004 0.0661
888,376 0.2276
0 0.0000

0 0.0000

0 0.0000
106,709 7.4720
106,709 7.4720
0 0.0000
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

ALTAR VALLEY ELEMENTARY SCHOOL DISTRICT NO. 51:
Primary 33,416,195
Maintenance & Operation
Unrestricted Capital
Soft Capital
Adjacent Ways
TOTAL PRIMARY

Secondary
Override Maintenance & Operation
TOTAL SECONDARY

41,901,695

JOINT TECHNOLOGICAL EDUCATION DISTRICT

Secondary 9,138,571,039

DOMESTIC WATER IMPROVEMENT DISTRICTS:
Mt. Lemmon Domestic Water District

Secondary 9,296,145
IMPROVEMENT DISTRICTS:
Hayhook Ranch
Secondary 1,537,200

GLADDEN FARMS COMMUNITY FACILITIES DISTRICT:
Secondary 24,580,959
Maintenance & Operation
Bond Indebtedness
TOTAL SECONDARY

VANDERBILT FARMS COMMUNITY FACILITIES DISTRICT:

Secondary 1,326,971
Maintenance & Operation
TOTAL SECONDARY
QUAIL CREEK COMMUNITY FACILITIES DISTRICT:
Secondary 7,511,016

Maintenance & Operation
Bond Indebtedness
TOTAL SECONDARY

3-19

1,602,908 4.7968
334 0.0010
97,742 0.2925
52,096 0.1559
1,753,080 5.2462
209,048 0.4989
209,048 0.4989
4,569,286 0.0500
327,451 3.5224
53,963 3.5105
73,743 0.3000
614,524 2.5000
688,267 2.8000
3,981 0.3000
3,981 0.3000
22,533 0.3000
225,330 3.0000
247,863 3.3000
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PIMA COUNTY FISCAL YEAR 2008/09 TAX LEVY

JURISDICTION VALUATION TAXLEVY RATE

CORTARO-MARANA IRRIGATION DISTRICT 12,088.67 ACRES
Maintenance & Operation 797,852 66.0000

FLOWING WELLS IRRIGATION DISTRICT 2,078.44 ACRES
Maintenance & Operation 40,218 19.3500

SILVERBELL IRRIGATION & DRAINAGE DISTRICT 1,600 ACRES
Maintenance & Operation 4,800 3.0000

TOTAL 1,115,393,712
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CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID # TAX LEVY

11706166A
11706168A
11706168B
11706168C
117061740
11706177A
117061778
117061780
11706179A
11706183B
11706187D
117061900
117061910
11706193A
11706194A
11706195A
117061960
11706197A
117062000
117062010
117062020
117062050
117062060
117062070
117062080
117062090
117062100
117062110
117062120
117062160
117062170
11706218A
11706219D
117062200
117100600
117100610
117100620
117100630
11710065A

3,841.81
2,704.24
103.43
460.24
214.26
487.35
850.95
255.54
1,655.50
5,017.62
2,425.61
1,212.59
1,724.17
1,970.59
464.59
1,981.34
1,477.31
1,087.75
573.67
2,310.44
3,618.15
1,155.28
1,325.20
1,869.70
1,155.28
1,155.28
3,051.38
474.69
877.57
1,774.69
2,648.89
1,250.02
2,520.73
2,409.04
1,408.76
785.05
1,266.48
1,390.50
894.03
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PARCEL ID # TAXLEVY

11710066A
117100670
117100680
11710069A
11710069B
117100710
11710075B
117100760
11710077A
117100780
11710079A
11710081D
11710082A
11710083A
117100840
11710089A
117100920
11710094A
117100950
117100960
117100970
11710098A
117100990
11710100A
117101010
117101020
117101210
117101250
117101260
117101270
117101280
117101290
117101300
117101310
117101320
11710133A
117101350
117101360
117110160

802.49
647.88
227.95
210.13
278.90
43.46
1,270.06
2,766.77
1,190.04
372.89
973.18
820.04
873.65
461.76
399.07
9,310.11
334.70
253.70
285.21
477.25
205.08
319.65
607.24
793.80
1,695.75
1,261.92
1,235.02
452.36
552.16
344.20
717.09
484.04
354.85
314.98
293.68
644.35
402.17
347.98
931.46
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CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID # TAX LEVY

117110170
117110180
11711020A
117110210
117110730
117110740
117110750
11711076A
11711076B
117110770
117110780
117110790
11711080A
11711080B
117110820
117110830
117110840
11711085A
117110880
117110890
117110900
117110910
117110920
11711096C
11711096D
11711096E
117110980
117110990
117111000
117111010
117111020
117111040
117111050
117111060
117120030
11712006A
11712007A
117120080
117120130

11,212.08
499.90
1,194.28
2,393.83
537.27
783.75
217.08
855.62
1,809.78
430.85
445.30
785.99
21,807.14
2,614.17
1,158.10
1,330.96
1,996.44
2,514.00
1,674.95
775.00
3,259.34
964.81
848.77
8,853.45
7,597.30
4,801.03
1,229.10
551.94
1,416.42
1,031.09
1,027.29
1,244.53
1,315.75
285.91
82.30
770.82
3,129.12
3,392.16
528.96
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117120140
117120150
11712017A
11712019A
117120200
117120210
117120220
117120280
117120290
117120300
117120310
11712033A
117120360
11712037A
117120470
11712048A
117120490
117120860
117120870
11712088A
11712089A
11712091D
117120950
11712098A
11712099A
11712103C
117121240
117121250
117121260
117121270
117121280
117121290
117121300
117121310
117121320
117121330
117121340
117121350
117121890

754.30
220.56
2,054.90
493.11
2,485.86
2,658.45
555.47
667.65
735.78
413.96
1,944.07
1,223.29
260.76
1,680.03
1,393.54
78.01
60.30
1,341.61
4,402.88
219.69
1,564.02
580.19
197.74
15,791.52
2,637.80
18,954.59
426.99
408.80
416.35
210.29
425.36
960.25
132.23
156.35
156.35
150.05
233.60
806.62
321.06
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CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID # TAX LEVY

117121900
117130250
117130260
11713027A
117130290
117130300
117130310
117130360
11713037A
117130390
117130400
117130410
117130420
117130430
117131560
11713157A
11713158A
117131590
117131600
117131610
117131620
117131630
117131640
117131650
117131660
117131670
117131680
117131720
117131740
117131750
117131760
117131770
117131780
117131790
117131800

3,053.28
712.20
166.67
543.82

1,129.96
206.44
206.44

1,162.83

1,029.13

4,041.29

2,130.52

1,625.62
919.78

1,337.37

3,452.73

2,638.27
821.72
799.94

3,012.19
597.58
906.36
100.39
673.63

27.16
847.47
847.47
352.65

2,588.26

1,121.16
472.74
720.35
853.99
651.90
375.49
293.68
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11713182A
117131830
117132150
117132160
11714072A
11714077A
11714081A
117140860
117140870
117150010
117150030
117150040
117150050
117160050
117160200
117160220
117160330
117160360
117160370
117170010
117170020
117170060
11717007B
11717008B
117170090
117170100
117170110
117170120
117170170
11717020A
117170340
117170380
117170400
11717044B
11720024A

Total Levy

2,658.01
1,055.53
945.15
3,331.05
886.48
1,618.40
1,244 .31
2,349.01
1,528.05
2,157.57
759.84
847.47
1,701.35
1,054.12
288.09
866.76
783.15
814.88
999.58
2,122.59
798.58
479.15
431.83
1,000.99
1,508.06
3,547.80
1,778.55
2,355.69
2,622.32
2,479.50
408.31
832.86
363.22
1,562.12
3,534.98

353,483.53



Pima County FY 2008/2009 Adopted Budget

Passed and adopted this 18th day of August, 2008.

Chairman
Pima County Board of Supervisors
AUG 18 2008
ATTEST:
Clerk of the Board
APPROVED AS TO FORM:

Dot 7. [Codine T /i5)08

Deputy County Attorney
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BUDGET ISSUES

This section of the Fiscal Year 2008/2009 Adopted Budget for Pima County identifies the
predominant budget issues faced by the Pima County Board of Supervisors, during the
formulation and adoption of this fiscal year's budget. The issues are delineated in the County
Administrator's memorandum, Transmittal of Recommended Fiscal Year 2008/09 Budget, dated
April 24, 2008; his May 20, 2008 memorandum, Tentative Budget Adoption: Fiscal Year
2008/09; his June 17, 2008 memorandum, Fiscal Year 2008/09 Final Budget Adoption, and his
June 16, 2008 memorandum, Budget Adjustment Due to Significant Reduction in Acute Care
Pima Health System Enroliment. (The memoranda are located on pages 4-3, 4-31, 4-35, and
4-37, respectively.)

Issues Synopsis
During the development of the fiscal year 2008/09 budget, the following issues were recognized:

County Budget Revenues

Property Taxes — A major concern in this area has been the increase in valuations in the past
several years. As in the past two years, the County Administrator again recommended that the
County adopt a neutral levy and offset any appreciation in the tax base by reducing the primary
and secondary tax rates. To adopt a neutral levy and a corresponding neutral tax rate as
defined by the state Truth in Taxation statutes, the primary tax rate will have to be reduced by
21.07 cents from $3.6020 to $3.3913 per $100 of assessed value. Adoption of this neutral levy
will reduce the budgeted General Fund base revenues by $16.8 million.

State-Shared Revenues — State-shared revenues are down significantly, and are not projected
to increase any time in the near future. The projected amount to be received in fiscal year
2007/08 from state-shared sales tax and vehicle license tax will be $8 million less than
budgeted. These same reductions, if not more, will carry forward to fiscal year 2008/09.

Grants Cost Shifting to the County — Over the last five years, the County has continued funding
of state and federal grant programs even though the revenues from the state and federal
governments have been withdrawn for the original grant purpose. It is estimated that as much
as $1.1 million in grants will be lost in fiscal year 2008/09, primarily for the Courts, Sheriff, and
County Attorney.

Departmental Revenues — Budgeted revenues from General Fund departments are projected to
decrease in fiscal year 2008/09 due primarily to a decrease in recording fees in the Recorder’'s
Office, net reduction in rents from County owned downtown buildings, and projected reduction in
traffic fines collected by Justice Courts Tucson. The fees for services revenue in Development
Services (an Enterprise Fund department that operates on specific fees for services) is
projected to decrease by $4 million due to the slowdown in construction activity.

Unavoidable Increase in County Budget Expenditures

Primary and General Elections of 2008 — Due to a variety of reasons, the cost of conducting
elections is increasing rapidly. The additional cost for the General Fund for these elections is
approximately $4.8 million.

Increased State Retirement Contributions — The contributions required for law enforcement and
elected officials retirement systems increased by $2.6 million for fiscal year 2008/09.
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Annualized Cost of Sheriff Department’'s Pay Raises — The Sheriff's deputies and corrections
officers received their pay adjustment in January 2008. Annualizing this salary adjustment will
cost the General Fund an additional $2.4 million.

QWEST Corporation Settlement — The Board of Supervisors recently approved settlement of
the County’s portion of statewide litigation pending in the Arizona Tax Court relating to claims by
the QWEST Corporation that the Arizona Department of Revenue improperly assessed
telecommunication property for tax years 2002-2009. Monies to satisfy these claims must be
available for payment by July 31, 2008. The estimated share of the County, as a property taxing
entity, is $1.7 million.

Fuel Price Increases — To purchase the same amount of fuel to operate the County fleet will
increase the fuel cost by at least $1 million.

Uncertainty in the State Budget

At the time of the County’s final budget adoption, the state General Fund budget deficit for fiscal
year 2007/08 was expected to be $1.2 billion. It is unknown what the ultimate revenue
reductions and cost shifts to the County will be, but many of the proposals to balance the state
budget will have significant and severe impacts on the County.

Rainy Day Funds

Having this budgeted reserve has given the County a favorable bond rating which has produced
substantial savings from lower interest payments on County bonds. The reserve has also
enabled the County to minimize the negative fiscal impacts of a variety of unforeseen events
over which the County has had little or no control. Based on revenues and transfers-in for fiscal
year 2008/09, $24 million is needed to reserve five percent of General Fund revenues.

Employee Compensation

Employee compensation is a very important component of the budget. Unfortunately, sufficient
resources will not be available in fiscal year 2008/09 to fund salary increases and still meet the
County’s responsibilities to the public. However, employee benefits are maintained at an
increased cost of $3.7 million to the General Fund.

Departmental Funding Reductions

To balance the fiscal year 2008/09 budget, the County Administrator recommended an across
the board reduction in all General Fund departments, except the Sheriff, of 2.3 percent and an
additional 2.5 percent reduction in the administrative components of all General Fund
departments for a total reduction of $5.8 million. At the time of the final budget adoption, the
state did not have a budget for fiscal year 2008/09, prompting the Board of Supervisors to
approve an additional 2.7 percent reduction recommended by the County Administrator. The
amount of this reduction, $7.2 million, was allocated to the Budget Stabilization Fund to offset
the potential negative financial impact of state budget balancing actions and to serve as a
cushion against a possibly worsening economy that could erode County revenues.

Pima Health System (PHS) Acute Care Contract

PHS Acute Care contract was capped by the state and left with only acute care members who
are dual eligible to receive Medicare and Medicaid benefits. This action will reduce both
revenues and expenditures in the PHS budget by $82 million.
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Date: April 24, 2008
To: The Honorable Chairman and Members From: C.H. Huckelberry W
Pima County Board of Supervisors County Adminisé%j/
Re: Transmittal of Recommended Fiscal Year 2008/09 Budget

Introduction

This memorandum is to transmit the Recommended Fiscal Year 2008/09 Budget for Pima
County. These recommendations are made based on information available in mid-April 2008,
It is possible that additional relevant information will become available for the Board as it
deliberates on the budget prior to final adoption.

Significant events in the Budget adoption and tax levy process are scheduled as follows:
May 20, 2008 Budget Hearing

May 20, 2008 Tentative Budget Adoption
{Sets Budget Ceiling)

June 17, 2008 Final Budget Adoption

August 18, 2008 Tax Levy Adoption
{Date Set by State Statute)

This Recommended Budget is being transmitted prior to adjournment of the Arizona
Legislature and adoption of the State Budget for Fiscal Year 2008/09. Many proposals are
under consideration at the Legislature that would affect expenditures and revenues of Pima
County. It is not possible at this time to precisely predict what the net impact of the State’s
Budget, when finally adopted, will be on Pima County. The County’s base operating budget
for all funds set forth in this recommendation does include projected continuing and new cost
shifts, revenue reductions and revenue sharing from the State. It is possible, however, that
this Recommended Budget will require revisions in some amount prior to final adoption to
reflect additional fiscal impacts ultimately enacted by the State.
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Following this budget memorandum are:

. Budget schedules showing fund balances, expenditures, revenues, transfers and other
financing sources.

. A summary of each department’s budget including a description of the budget on a
line-item account basis.

. Descriptions of all supplemental funding packages requested by each department.

. Descriptions of all decrement funding packages requested by the County Administrator
and prepared by departments.

Included within the Recommended Budget is information derived from the zero-base budgeting
methodology utilized for select departments. On October 26, 1999, the Board adopted Board
of Supervisors Policy No. D 22.5, providing that all departmental budgets undergo a periodic
zero-base budget review to evaluate the existing base level of funding as compared to the
level and volume of services actually being provided. The results of this process for General
Fund departments that constructed their budgets using a zero-base approach are discussed
in Section V(C)}(1){f} of this memorandum.
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. Overview of Recommended Budget

Pursuant to state law the valuations of existing property that must be used in calculating
property tax liability for Fiscal Year 2008/09 are those set by the County Assessor far 2006.
As a result these valuations, on the average, reflect a real estate market that was
experiencing rapid, substantial appreciation in property values. This is the case even though
current, actual property values are on the average experiencing a decline in value.

In order to eliminate any additional tax dollars from being collected as result of appreciation
in the tax base, this Recommended Budget proposes County primary and secondary rates and
corresponding levies that are fiscally neutral as defined by state law. The combined County
rates consisting of the Primary, Library District, Debt Service and Flood Caontrol District are
recommended to be reduced 40 cents from $5.0291 to $4.6291 per $100 assessed value.
Levies will be reduced a total of $35,067,321, in order to give back to property taxpayers
all increases that would have occurred as a result of appreciation in their values. If approved
this will be the third consecutive year that the primary levy will be set at or below that state
Truth in Taxation benchmark of fiscal neutrality. Of the 15 Counties in Arizona, Pima is the
only county that has achieved this status both of the past two years.

This Budget recommends additional, supplemental funding only to the extent required to
maintain existing levels of staff, cover projected operating losses and carry out previous
directives of the Board of Supervisors. These additional expenditures include a grant match
to continue funding 14 Sheriff's deputies, replacement of expected declines in federal grants
that fund staff within the criminal justice system, new operating costs for Sportspark,
equipment to enhance election security and establishment of a reserve to cover losses in the
Solid Waste Program. Resources available next year are insufficient to fund an employee
compensation package and none is recommended though existing employee benefits are
maintained at an increased cost next year of $3,681,793.

Property taxes fund only 29 percent of the County Budget. In the General Fund revenues
other than property tax are projected to decline more than $8 million as a result of the
downturn in the economy. The result is that the General Fund, after reduction of the primary
levy to a fiscally neutral level, has a shortfall of $18,224,310. The General Fund is
recommended to be balanced by:

* Transferring to the General Fund the accumulated balance of the Tax Rate Stabilization
Fund, $8.6 million, which the Board of Supervisors established to mitigate the adverse
impact of economic downturns on the primary property tax rate.

e Assuming that the State will appropriate $3,817,000 for an eighth consecutive year to

hold Kino Hospital (UPKH) harmless from the State’s implementation in 2001 of a
proposition to expand indigent healthcare availability.
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* Across the board reductions in departments, except the Sheriff, of 2.3 percent and an
additional 2.5 percent reduction in the administrative component of all departments for
a total reduction of $£,807,310.

These proposed reductions will not require layoffs, elimination of existing programs or
reduction in services available to the public but will require active, innovative management

throughout the year to avoid over-expenditure.

The total, overall Recommended Budget for the County is $1,460,709,938, which is
$22,004,558 or 1.5 percent less than the current year's Adopted Budget.

Summary of Key Budget Issues

* The projected General Fund available ending balance for Fiscal Year 2007/08 is
$26,141,720, an increase of $1,641,720 over the budgeted reserve of $24,500,000.

* Itisrecommended that the non-recurring Fiscal Year 2007/08 ending balance be allocated
far the following purposes:

- $§375,000 for the fourth of five annual contributions to support establishment of the
Critical Path Institute or C-Path.

- $1,742,000 to settle Pima County’s portion of statewide Tax Court litigation brought
by QWEST to challenge prior central assessment methodology applied to its property
by the State of Arizona.

- $24,024,720 as the General Fund Reserve for Fiscal Year 2008/09 which is 5 percent
of General Fund revenues.

* Assuming continuation of the current primary property tax rate of $3.6020, General Fund
base revenues and transfers-in for Fiscal Year 2008/09 are projected to be
$497,612,079.

* Excluding primary property taxes, General Fund revenues from all other sources are
projected to decrease $8,103,227 or 3.9 percent from the current year.

* The primary property tax base for next fiscal year, which uses 2006 data, increased 5.50
percent as a result of new property and construction being added to the tax rolls and 6.85

percent as a result of appreciated values of existing property.

* Base General Fund expenditures total $495,966,689 or $1,645,390 less than base
revenues.
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e Significant additions to base General Fund expenditures include:

—  $15,000,000 of accelerated subsidy payment to University Physicians pursuant to
amendment of their lease to operate Kino Hospital (UPKH}.

- $4,815,084 for the costs of conducting the 2008 primary and general elections.

- $2,626,342 of mandated increased employer retirement contributions for law
enforcement officers and elected officials.

- $2,406,078 to annualize the cost of salary increases awarded to corrections and
peace officers in the current year’'s budget.

- $1,052,358 for the increased cost of fuel for vehicles and equipment.

* [tis recommended that the primary property tax levy be reduced by $16,781,169 and the
corresponding rate by 21.07 cents in order to eliminate any growth in levy resulting from
appreciation of existing property. The reduced levy and rate of $3.3913 is a fiscally
neutral levy as defined by the state Truth in Taxation statutes because the only growth
in the levy is attributable to new property.

* Base General Fund expenditures are recommended to increase by $3,088,531 to fund:

- $560,666 for continued match of a federal COPS grant that currently funds 14
Sheritf’'s deputies,

- $497,525 to replace reduced federal grants which fund positions in the criminal justice
system.

—  $431,900 for equipment to facilitate enhanced election security.
— $500,000 to assume operation of Sportspark.
- $1,000,000 to cover projected operating losses in the Solid Waste Program.
— $98,440 for the cost of increased mandated services in the Superior Court,
* Recommendations to reduce the primary property tax rate and increase General Fund
expenditures as itemized above result in a budget deficit of $18,224,310. It is further

recommended that the General Fund budget be balanced by:

—~ Transferring the $8,600,000 accumulated balance in the Tax Rate Stabilization Fund
to the General Fund.
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- Assuming continued appropriation of $3,817,000 by the state to assist Kino Hospital
(UPKH).

- Reducing departmental budgets except the Sheriff by 2.3 percent and administrative
functions within all departments by an additional 2.5 percent for a total reduction of
$5,807,310.

The recommended budget for the Library District is $35,607,582 and the recommended
tax rate is $0.3393, a 5.82 cent decrease from the current year.

The recommended budget for Debt Service is $100,521,623 and the recommended tax
rate to support the General Obligation portion of that budget is $0.6050, an 8 cent
decrease from the current year.

The recommended operating budget for the Regional Flood Control District is
$14,501,469, a $2,573,216 decrease from this year, and the recommended tax rate is
$0.2935, a 5.11 cent reduction from the current year’s rate.

The recommended operating budget for the Stadium District is $3,412,924 which
includes an increase of $879,115 primarily for enhanced capital maintenance and
reinvestment.

The recommended combined County primary and secondary property tax rates are
$4.6291 per $100 of assessed value, a 40 cent reduction from the current year.

The overall recommended expenditure authority for all funds in the County is
$1,460,709,938, which is $22,004,558 or 1.5 percent less than the current year.

. General Fund Ending Fund Balance: Fiscal Year 2007/08

A.

Positive Ending Fund Balance

The projected General Fund available ending balance for Fiscal Year 2007/08 is
$26,141,720. This is a projected increase of $1,641,720 over the budgeted General
Fund Reserve of $24,500,000. This is non-recurring, one-time cash available to the
General Fund.

This projected net increase of $1,641,720 or 6.7 percent results from numerous
offsetting increases and decreases in actual expenditures and revenues from the adopted
Budget. The most significant variances were a substantial shortfall in state shared sales
taxes in the current year due to the downturn in the economy and a net over-expenditure
by departments, primarily the Sheriff’s Department, of $1.4 million. Both of these
negative impacts on the ending fund balance were more than offset by an increased
beginning fund balance and a state appropriation of $3.8 million for Kino Hospital that
was successfully lobbied after County Budget adoption.
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B. Recommended Uses of General Fund Ending Balance

Set forth below are my recommendations for use of the $26,141,720 of non-recurring,
one-time dollars projected as the available ending balance of the General Fund on June 30,
2008.

. C-Path

in the fall of 2004 the University of Arizona requested that Pima County provide
support to locally establish an Institute for Global Pharmaceutical Development now
known as The Critical Path Institute or C-Path. This non-profit Institute is a
collaborative partnership involving the University of Arizona , SRl International, and the
Federal Drug Administration. The purpose of the Institute is to facilitate expedited
development and approval of new medications.

As an enhancement to local economic development, Pima County was asked to
contribute $375,000 annually for five years to this project whose total annual budget
was projected to be approximately $4 million. The first of these five contributions
was appropriated by the Board of Supervisors in the Fiscal Year 2005/06 Budget. |
recommend that the fourth year’'s contribution of $375,000 be allocated to the
Reserve Contingency Fund for payment to the Institute during the next fiscal year.

. QWEST Settlement

The Board of Supervisors recently approved settlement of Pima County’s portion of
statewide litigation pending in the Arizona Tax Court relating to claims by the QWEST
Corporation that the Arizona Department of Revenue improperly centrally assessed
telecommunication property for tax years 2002-2009. Under the terms of the
statewide settlement monies to satisfy these claims must be available for payment by
July 31, 2008. The estimated share of Pima County, as a property taxing entity, is
$1,742,000. Itis possible, depending upon actions of the State of Arizona, that up
to $569,000 of this amount may be reimbursed by the State to Pima County after
July 31, 2008 either next fiscal year or the subsequent fiscal year.

I recommend that $1,742,000 be allocated to the Reserve Contingency Fund for this
purpose.

. General Fund Reserve

It has been the stated goal of the County for many years pursuant to Board of
Supervisors’ Policy to maintain a reserve, or rainy day fund balance at a minimum of
5 percent of General Fund revenues. This goal tracks the recommendation of the
Government Finance Officers Association that at least 5 percent of general operating
revenues be set aside as fund balance.
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In Fiscal Year 1996/97 the General Fund Reserve was budgeted at zero. Since that
time the Board of Supervisors has taken a variety of significant actions to stabilize the
finances and enhance the fiscal integrity of the County which has enabled the Reserve
Fund to be steadily increased. Last year, in adopting the current year's Budget, the
Board of Supervisors was able to achieve the goal of b percent for a second
consecutive year,

Increasing the budgeted reserve has contributed to an enhanced bond rating being
assigned to the County which has saved approximately $2,000,000 annually in
reduced interest payments on County bond projects. The reserve has also enabled the
County to sustain the negative fiscal impacts of a variety of unforeseen events over
which the County has had little or no control.

Based on projected revenues and transfers-in for Fiscal Year 2008/09, $24,041,546
is needed to reserve b percent of General Fund revenues. | recommend that this
minimum benchmark continue to be funded and that $24,024,720 of this year's
projected General Fund ending balance be rolled-over and budgeted as the General
Fund Reserve for Fiscal Year 2008/09.

C. Summary of Recommended Uses of General Fund Ending Balance

Table 1 below summarizes the recommendations discussed in Section Ili (B) above for
allocation of the non-recurring, one-time resources projected as the Fiscal Year 2007/08
available ending fund balance of $26,141,720.

Table 1

Recommended Allocation of Fiscal Year 2007/08
General Fund Ending Balance

Recommendation Amount
C-Path $375,000
QWEST Settlement 1,742,000
General Fund Reserve at 5 percent 24,024,720
Total $26,141,720

V. General Fund Base Budget: Fiscal Year 2008/09

A. General Fund Base Budget Revenues

Assuming continuation of the current primary property tax rate of $3.6020, projected
Fiscal Year 2008/09 base budget revenues and operating transfers to the General Fund
Total $497,612,079. Thisis a 4.9 percent or $23,278,826 increase over the current
year’'s budgeted revenues and operating transfers to the General Fund.
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Below is a brief discussion of each category of projected General Fund base revenues:

1.

General Government Revenues Other Than Property Taxes

Excluding primary property tax revenues, projected Fiscal Year 2007/08 base
budget General Government revenue from all other sources is $158,186,316,
which is $6,174,505 or 3.8 percent less than the current adopted budget.
Significant revenue sources within this category that are projected tc decrease, but
which are partially offset by other revenue sources, include:

& State Shared Sales Tax - A $7,400,000 or 6.6 percent decrease from the
current budget. During Fiscal Years 2004/05 and 2005/06, State Shared Sales
Tax receipts grew at the highest rates experienced in many decades. This
extraordinary growth was caused by federal and state tax cuts enacted after
the 2000-01 recession, low levels for both short and long-term interest rates
and a housing spending boom. With expanding incomes, low interest rates and
new types of mortgage financing, more households could afford home
ownership. Purchases by first-time buyers and investors led to increased
spending on taxable new home construction. With greater demand for
housing, home prices escalated rapidly, allowing homeowners and real estate
investors to withdraw significant amounts of equity by refinancing mortgages
on properties. These equity withdrawals helped to fund purchases of taxable
items such as home renovations and additions, construction of new second
homes and rental housing, new vehicles and other retail purchases.

Home prices have been declining steadily during the past year ending much of
the buying stimulus caused by the housing boom and ongoing home equity
withdrawals. Fallout from a depressed housing market, including many home
foreclosures, and the credit crunch that began last August are causing the
national and local economies to stall. Higher fuet and food costs have
adversely affected retail sales during the past year, while the growth of Internet
sales continues to erode the taxable base associated with such sales.
Therefore, sales tax revenues are projected to decrease during Fiscal Year
2008/09 because of markedly slower personal income growth, problems with
consumers accessing credit and the continuing burden of higher energy and
non-taxable food costs.

* Vehicle License Tax - A $225,000 or 0.8 percent decrease from the current
budget. Since the late 1990s the growth rate for County Vehicle License Tax
revenues has been trending downward because of reduced spending on new
vehicles and a change in the statutory depreciation rate used to determine the
taxable basis for license taxes on vehicles already registered in Pima County
and those vehicles brought into the County by new residents who migrate from
other areas. Although population growth will slowly increase the overall
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number of registered vehicles in the County, the expected slowdown in the
local economy through Fiscal Year 2008/09 will result in fewer newer, higher
valued vehicle sales.

This slow increase in the number of new vehicles and overall vehicle values will
not be enough to offset the automatic depreciation of values for vehicles
already registered in the County. Consequently, decreasing revenue from the
Vehicle License Tax is projected.

* |Interest on Cash Balances - A $419,823 or 19.2 percent decease from the
current budget. Interest revenue is a function of General Fund cash balances
and prevailing interest rates. Interest rates will decline over the next year as
the Federal Reserve and the Treasury attempt to calm and rebuild the financial
markets. On a short-term basis the average cash fund balance of the General
Fund is expected to decline slightly. The result is a forecast for reduced
interest revenue for Fiscal Year 2008/09.

2. Primary Property Tax Revenue

The Preliminary Primary Net Assessed Value for Fiscal Year 2008/09 totals
$8,239,671,672. This is a 5.50 percent increase over the current year that is
attributable to new construction that has been added to the tax base and an
additional 6.85 percent increase representing market appreciation in the value of
existing property. This is comparable to the growth in the primary tax base last
year which increased 6.87 percent from new construction and 6.38 percent
through market appreciation.

Though both new construction and market value have steadily declined this fiscal
year, the statutory process to amend the tax base lags the current year.
Consequently, the property tax base for next year continues to reflect growth in
all classes of property including owner occupied residential. The assessment ratio
for class one property, consisting of commercial, mines, and utilities, continues,
however, to be incrementally reduced as a result of state legislation enacted in
2006 which will be fully phased in by 2011.

Assuming the same primary rate as this year of $3.6020 per $100 of assessed
value and a collection rate of 96.57 percent, current year General Fund property
tax revenues for Fiscal Year 2008/09 are projected to be $286,608,655 which is
$31,166,2921 greater than the current year’s projected property tax collections.

In addition to collection of current year property taxes, the County also receives

revenue from payment of delinquent property taxes and associated interest and
penalties which are projected to be $12,509,829. Together with the projected
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primary property tax collections next year as discussed above, the total base
property tax revenues projected for Fiscal Year 2008/09 are $299,118,614, a
11.4 percent increase over the current year.

. Departmental Revenues

Base budget General Fund revenues from departments and operating transfers-in
for Fiscal Year 2008/09 are projected to be $40,307,249 which is a $1,928,722
net decrease from the current year.

Significant departmental revenue decreases include:

* $719,500 reduction in recording fees in the Recorder’s Office resulting from
the downturn in real estate purchases and refinancing.

* $479,008 net reduction in rents from County owned downtown buildings.

e $422,941 reduction in projected traffic fines collected by Justice Courts -
Tucson as a result of a declining trend in the number of citations issued.

e $129,200 reduction in Juvenile Court revenues from detention services
provided to other governmental entities.

B. General Fund Base Budget Expenditures

The amount required to fund General Fund supported base budgets for both
departmental expenditures and net operating transfers-out is $495,966,689. This
base expenditure amount represents adopted departmental budgets adjusted for new
or amended federal and state mandated expenditures, recurring supplemental requests,
annualized as appropriate, that were adopted in the current year’'s budget, impacts to
base pursuant to Board adopted budget policies and prior directives, and decreases for
one-time expenditures in the current year.

Significant increases in Base Budget expenditures for next fiscal year include:

$15,000,000 increase in the amount to be paid for operation of Kino Hospital to
University Physicians in addition to the $10,000,000 originally programed. This
results from the amendment by the Board of Supervisors of this lease in the fall of
2007 at the request of University Physicians to reapportion the schedule of
subsidy payments by the County in order to afford increased payments in Fiscal
Years 2007/08 and 2008/09 and decreased payments thereafter.

$4,815,084 increase in the budgets of the Elections and Recorders Offices to fund
the cost of the 2008 Primary and General Elections.
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* $2,626,342 of state mandated increases in the employer’s contributions to the
employee retirement systems for public safety, corrections officers, elected
officials, and County Attorney Investigators.

e $2,406,078 increase to fund the full year cost of salary adjustments for
corrections and peace officers awarded by the Board of Supervisors when the
current year’s budget was adopted at a total annual cost of $4,812,156.

¢ 51,052,358 increase of fuel costs for vehicles and equipment.

* $251,369 for one-half year of statutory increases in County elected officials’
salaries that become effective in 2009.

» $250,000 transfer to the Transportation Department to fund the Graffiti
Abatement Program newly established by the Board of Supervisors.

V. Recommended Adjustments to General Fund Base Budget

As discussed in Section |V above the amount required to fund base budget expenditures is
$1,645,390 less than the amount of base budget revenues projected for Fiscal Year
2008/09. Set forth below are my recommendations for adjustments to base revenues and
expenditures.

A. Recommended Adjustments to General Fund Base Revenues

1.

Primary Property Tax Rate and Levy Reduction

Pursuant to the administrative structure for property taxation set forth in state statute,
the levies and rates adopted by the Board of Supervisors for Fiscal Year 2008/09 will
be based on property valuations set by the County Assessor in calendar year 2006.
As aresult these valuations continue to reflect the unprecedented market appreciation
that occurred locally, statewide and nationally during the period of 2004 through
2006. This is the basis for next year’'s property tax base even though current real
property values are experiencing a decline within the County. Based on the current
primary property tax rate of $3.6020 per $100 of assessed value, the levy would
increase next fiscal year by $16,781,169 or 6.85 percent as a result of increases in
valuation of existing properties. This increase represents an average of all valuations
in the County, consequently almost all individual valuations are either more or less
than 6.85 percent.

n order to eliminate any increase in the primary levy resulting from increased valuation
of existing property, | recommend that the Board of Supervisors adopt a neutral levy
and corresponding neutral rate as defined by the state Truth in Taxation statutes. This
results in a reduction in the primary rate of 21.07 cents, from $3.6020 to $3.3913

4-16



The Honorable Chair and Members, Pima County Board of Supervisors
Transmittal of Recommended Fiscal Year 2008/09 Budget
April 24, 2008

Page 1b

per $100 of assessed value. Adoption of this neutral levy will reduce projected
General Fund base revenues by $16,781,169. As was the case the past two years
when the Board of Supervisors adopted a neutral primary levy, because the only new
tax dollars are attributable to new construction added to the tax rolls and no levy is
added to address inflation, no special notice or hearing is required pursuant to the
state Truth in Taxation statutes.

Use of the Tax Rate Stabilization Fund

In adopting the Budget for the past two fiscal years the Board of Supervisors has
reduced the primary rate by a total of 47 cents. This reduction represents an
elimination of all growth in the primary levy that would have occurred as a result of
increased valuations of existing property. The total reduction in the levy was
$31,426,717. During this period the Board of Supervisors simultaneously created a
reserve in the Tax Rate Stabilization Fund to insure against future declines in other
General Fund revenues. A total of $8,600,000 was appropriated to this special
revenue fund for use as needed to mitigate the affect of economic downturns on the
primary rate.

Declines are projected for next fiscal year in state shared sales and vehicle license
taxes as well as other General Fund revenues of about $8 million. Therefore, |
recommend that the entire accumulated balance in the Tax Rate Stabilization Fund of
$8,600,000 be transferred for use by the General Fund. These dollars are, however,
one-time, non-recurring resources. Consequently, | further recommend that these
dollars be programed to fund a portion of the $15,000,000 increase in the subsidy
payment to University Physicians. Next fiscal year is the second and last year under
the amended lease schedule that “front loaded” originally agreed upon subsidy
amounts so that more dollars are paid sooner. The total payment of $25,000,000
next fiscal year will be reduced in Fiscal Year 2009/10 to $10,000,000.

. State Appropriation to Kino Hospital (UPKH)

At the November 2000 General Election a statewide initiative, Propasition 204, was
approved by the voters that significantly expanded eligibility for indigent medical care
in Arizona. Legislation was enacted to implement this program that fiscally impacted
Pima County in a variety of different ways. The net effect was that the County lost
$3,817,000 annually that otherwise would have been available to fund a portion of
the cost to provide services to the uninsured at Kino Hospital (UPKH).

Contained within this implementing legislation was a one-time appropriation for
$3,817,000 to hold Kino Hospital harmless from this loss. Each year thereafter Pima
County has lobbied for and received a renewed state appropriation for this purpose.
Historically, this appropriation has never been included in base General Fund revenues
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because it has never been adopted by the Legislature prior to adoption of the Pima
County Budget. The result each year has been a receipt of unbudgeted revenue in this
amount that is rolled over for use in the next fiscal year as ending fund balance.

It is not yet known whether the State will renew this hold harmless appropriation for
Fiscal Year 2008/08. | recommend, however, that this $3,817,000 be added to base
revenues. By making this assumption these dollars can be used next fiscal year rather
than being rolled over to Fiscal Year 2008/10. If this appropriation does not ultimateiy
occur, then reductions in this amount will need to be made within the General Fund
Budget for next year when this result becomes known. As with the doliars transferred
from the Tax Rate Stabilization Fund recommended above, this hold harmless
appropriation is legally non-recurring and would also need to be programed to fund a
portion of the temporarily increased subsidy payment to University Physicians next
fiscal year.

B. Summary of Recommended Adjustments to General Fund Base Revenues

As discussed above, General Fund base revenues are $1,645,390 more than base
expenditures. Table 2 below summarizes recommended adjustments to base revenues.

Table 2

Recommended Adjustments to Base Budget Revenues

Base Revenues in Excess of Base Expenditures $1,645,390
Less Primary Tax Rate Reduction of 21.07 cents (16,781,169)
Plus Tax Rate Stabilization Fund Transfer 8,600,000
Plus Kino Hospital Hold Harmless from State 3,817,000
Adjusted Total Revenues ${2,718,779)

C. Recommended Adjustments to General Fund Base Expenditures

Recommended Increases in Base Budget Expenditures

Requests totaling $39,116,312 for supplemental funding from the General Fund were
submitted by departments. I recommend that the following supplemental
appropriations totaling $3,088,531 be added to General Fund expenditures.

a. COPS in Schools Grant Match

In 2005 the County received a COPS in Schools grant from the United States
Justice Department that funded 14 additional Sheriff's deputies. Under the terms
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of the grant, funding for these positions incrementally shifts to the County until
Fiscal Year 2009/10 when all federal dollars expire. | recommend that the amount
of additional County match necessary to continue to fully fund these positions next
fiscal year, $560,666, be allocated to the Sheriff's budget for this purpose.

Replacement of Federal Grant Reductions

Several reductions in federal grants that are currently funding personnel within the
County’s justice system are likely to occur during the next fiscal year. |
recommend that a total of $497,625 be allocated to the Budget Stabilization Fund
and reserved for replacement of these grant reductions when they are canfirmed.
Below is a brief description of each reduction.

s $207,085 reduction in federal Byrne Grant currently used to fund 4 positions
in the County Attorney’'s Narcotics and Property Crime Unit including 2 felony
prosecutors.

e 3$95,554 reduction in federal Justice Assistance Grant currently used to fund
a felony prosecutor in the County Attorney’s Office.

s $173,554 reduction in federal Byrne Grant currently used by the Superior Court
to fund one judge pro tempore and a portion of a second judge pro tempore
position, both of which are used to process criminal matters thereby expediting
case processing and relieving costs at the County Jail.

s $21,332 reduction in federal Title {V-D Grant currently used by the Superiar
Court to fund a portion of 2 staff positions that assist in the expeditious

processing of child support cases.

Election Security Equipment

Among the many recommendations that | have previously made to the Board of
Supervisors this year to enhance the security in conducting elections, two require
the purchase of equipment in order to implement. The first is a recommendation
that early ballots be counted hours rather than days prior to the election in order
to eliminate the possibility that reports of early ballot counts could be generated
and leaked in advance to influence the ultimate outcome of an election. The cost
of highspeed ballot counters necessary to accomplish this is $291,900. The
second recommendation is that ballots be printed on an as needed basis only in
order to eliminate the existence of more ballots than are actually required to
accommodate voters. The cost of a ballot on demand printing system is
$140,000.

Therefore, | recommend that a total of $431,900 be appropriated for these
purposes.
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d. Sportspark Operation

In the fall of 2007 the Board of Supervisors directed that the County take over
management and operation of Sportspark which had previously been done by a
private vendor pursuant to a lease with the County for use of the property. The
Natural Resources, Parks and Recreation Department has submitted a request for
$797,803 in General Fund support to operate the facility in a manner similar to
other County parks that offer sports fields.

! recommend that $500,000 be appropriated for this purpose and that the facility
be managed and operated in a manner necessary to bring expenditures in line with

these available resources.

Solid Waste Program Operating Losses

The Solid Waste Special Revenue Fund has experienced operating losses for the
past ten years. The fund balance at the end of the current fiscal year is projected
to be $514,381 which includes a $500,000 subsidy transfer from the General
Fund approved in the current year's budget. Assuming that existing fees and
services provided by the program remain constant, this Enterprise Fund is projected
to have a $2,330,418 deficit at the end of Fiscal Year 2008/09.

in order to avoid accumulation of a long term deficit in this Fund, | recommend that
$1,000,000 be allocated to the Budget Stabilization Fund to cover operating losses
and that staff develop options for the Board of Supervisors to consider and
implement during the next fiscal year that will reduce projected operating losses
by $1,330,418.

Zero Base Budget Adjustments

Pursuant to the schedule adopted by the Board of Supervisors, seven General Fund
budget units and three Non-General Fund programs, Fleet Services, Pima Health
System, and Solid Waste Management, developed their budget requests using a
zero-based approach without regard to their target base which has been the basis
for their budget in prior years. A separate report compiling the materials and
information generated in the zero-base budget development process for Fiscal Year
2008/09 has been transmitted to the Board of Supervisors in conjunction with this
Recommended Budget.

As a result of this process three General Fund budget units have requested
increases in their base budget appropriations in the following amounts:
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Clerk of the Superior Court $232,662
Superior Court 27,467
Superior Court - Mandated Services 228,683

Total $488,712

While these requests were justified through the zero-based budget methodology,
[ am unable to recommend that they be funded given the lack of available
resources to do so next year. Service demands funded through Superior Court -
Mandated Services have, however, increased substantially, particularly the need
for interpreter services and mental health evaluations, and so | am recommending
that $98,440 of the total $228,583 increase requested for this budget be
appropriated.

2. Recommended Reductions in Base Budget Expenditures

Adjusting General Fund revenues as recommended in Section V{A) above and
increasing General Fund expenditures as recommended in Section V(C)(1) above,
results in a revenue shortfall of $5,807,310. Below are my recommendations to
reduce expenditures sufficient to balance the General Fund Budget. Attached to this
memorandum is a schedule setting forth the reduction recommended for each
departmental budget.

a.

A 2.3 Percent Reduction in Departmental Base Budgets

in order to balance the General Fund Budget, | recommend that the base budgets
of all General Fund departments be reduced by 2.3 percent with the following
exclusions:

1. Non-departmental budget units with no personal services expenditures
including Contingency and Debt Service.

2. Expenditure components within departmental budgets that are mandated by
law including indigent health care contributions to the state, elected officials’
salaries, and the cost of the primary and general elections,

3. Three departments with very small budgets, Justice Court-Ajo, Justice Court
-Green Valley and Constables, that have little flexibility to absorb reductions.

4. The Sheriff's Department. The Board of Supervisors has for many vyears
worked toward enhancement of the Sheriff’'s law enforcement capacity and
capabilities as resources were available to do so. While it will not be possible
to continue this enhancement next fiscal year, | do not recommend imposing
a department wide budget reduction which would undo gains already achieved.

The total reduction in General Fund expenditures fram this recommendation is
$4,5680,442.
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VL.

Vil

b. An Additional 2.5 Percent Reduction in Administrative Expenditures

In addition to the 2.3 percent reduction described above, | recommend a 2.5
percent reduction in all administrative account centers and programs within all
General Fund Departments without exception. These reductions, which will not
affect programs providing direct, on-line services to the public, total $1,226,868.

Summary of Recommended Adjustments to General Fund Base Budget

Set forth in Table 3 below are the adjustments to the General Fund base budget

recommended in Section V above.

Table 3

Recommended Adjustments to Base Budget

Base Revenues in Excess of Base Expenditures

Recommended Adjustments to Base Revenues:

*» Primary Tax Rate Reduction of 21.07 cents
* Tax Rate Stabilization Fund Transfer
*  Kino Hospital Hold Harmless from State

Recommended Increases to Base Expenditures:

COPS Grant Match

Replacement of Federal Grants
Election Security Equipment
Sportspark Operation

Solid Waste Operating Losses
Superior Court-Mandated Services

e & o @ &

Recommended Decreases in Base Expenditures:

e 2.3 Percent Departmental Reduction
2.5 Percent Administrative Reduction

The Overall Budget

A. Special Districts and Debt Service

1. County Library District

On February 21,2006 the Board of Supervisors unanimously approved an
agreement with the City of Tucson to transfer all library operations and funding to
the Pima County Free Library District. Governance and administration of the library

4-22

$(16,781,169)
8,600,000
3,817,000
$(4,364,169)

$(560,666)
{497,525)
(431,900)
{500,000}
{1,000,000)

{98,440)
$(3,088,531)

$4,680,442
1,226,868

P s s

$5,807,310

$1,645,390

${2,718,779)

$(5,807,310}

$0



The Honorable Chair and Members, Pima County Board of Supervisors
Transmittal of Recommended Fiscal Year 2008/09 Budget
April 24, 2008

Page 21

system, including all library employees, transferred to the Library District on July
1, 2006. The agreement with City of Tucson allows the City to decrease its
financial support for the library system incrementally until the year 2010 at which
time the City will provide no funding. For Fiscal Year 2008/09 the City’'s
contribution will decrease to $2,000,000 or about $8,000,000 less than the City
had been contributing to support libraries prior to the agreement.

The recommended Fiscal Year 2008/09 Library District expenditure budget is
$35,607,582. This will fund:

e 276.5 permanent and 102 part-time and intermittent library staff.
* Maintenance and repair of 319,150 square feet of District facilities.

¢ Operation of 25 library branches, including two branches that will open in May
2008.

* Support for one satellite library facility in Sshuarita, one affiliate branch in the
Town of Oro Valley, and deposit collections at the Pima County jail and juvenile
detention center.

In order to mitigate the impact of increases in valuations on property taxpayers, |
recommend that the Library District’s tax rate be decreased to $0.3393 per $100
of assessed value, a $0.0582 cent reduction from the current rate of $0.3975.
This 14.6 percent reduction in the rate and corresponding levy will more than
eliminate any additional property taxes being collected as a result of appreciation
in value of existing property in the County.

. Debt Service Fund

The total Recommended Fiscal Year 2008/09 Debt Service Fund budget is
$100,521,623, a $1,680,722 reduction from this fiscal year for debt elements
other than Certificates of Participation, and an additional $24,257,000 for the
Certificates of Participation expected to be issued for a total debt service of
$100,521,623. The Debt Service Fund includes payments on the County's
General Obligation debt, the Street and Highway Revenue Bond debt, Highway
Expansion/Extension Loan Program debt, Flood Control General Obligation debt,
and Certificates of Participation debt not included in the General Fund budget, all
of which are long-term debt.

General Obligation Debt Service

The County’s General Obligation Debt Service is funded with a secondary property
tax rate. The recommended General Obligation debt service of $55,930,530 will
fund existing debt service as well as debt service on a proposed $65,000,000
bond sale expected to occur in January 2009.
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As originally planned when the 1997 Bond Program began, the debt service on
new bond sales supported by the secondary tax levy is being offset by ongoing
reductions in debt service for existing outstanding bonds. As the 1997 bonds are
being retired, 2004 bonds and 2006 bonds are being sold incurring new debt. |
recommend that the General Obligation Debt Service tax rate be decreased to
$0.6050 per $100 of net assessed value for Fiscal Year 2008/09, a reduction of
$0.08 from this year’s rate of $0.6850. This 11.7 percent reduction in the rate
and corresponding levy will more than eliminate any additional property taxes being
collected as a result of appreciation in value of existing property in the County.

Street and Highway Revenue Debt Service

The 1997 Transportation Bond authorization provides for the sale of Street and
Highway Revenue bonds with the debt service being repaid from the Highway User
Fees (HURF) the Pima County Transportation Department receives from the State
of Arizona. The recommended Street and Highway Revenue Bond debt service for
Fiscal Year 2008/09 of $18,515,463 will fund existing debt service.

Highway Expansion/Extension Loan Program (HELP)

In addition to Street and Highway Revenue bonds, the Transportation Department
has one HELP loan for the Alvernon Way project. HELP is a program developed by
the Arizona State Transportation Board to provide short-term funding for specific
transportation projects at below market rates. Fiscal Year 2008/09 debt service
on the existing HELP loans is $1,061,180. The debt service is also paid from
HURF revenues.

Flood Control General Obligation Debt Service

The Flood Control District’'s General Obligation Debt Service is funded by its
secondary property tax. The Fiscal Year 2008/09 debt service for the Flood
Control General Obligation bonds is $757,450 which represents approximately
$0.0090 of its secondary tax levy.

Certificates of Participation Debt Service

In June 2008, Pima County will issue $50,000,000 in Certificates of Participation
to fund short-term cash flow requirements affecting the construction of sewer
facilities funded with sewer revenues and construction of road projects funded
with impact fees. The debt service for these Certificates of Participation will be
funded with operating transfers from sewer revenue funds and impact fees. The
recommended debt service of $24,257,000 will fund debt service for the 2008
sale as well as debt service on a proposed $35,000,000 sale expected to occur
in May 2009.

4-24



The Honorable Chair and Members, Pima County Board of Supervisors
Transmittal of Recommended Fiscal Year 2008/09 Budget
April 24, 2008

Page 23

3. Regional Flood Control District

The recommended operating budget for the Regional Flood Control District is
$14,501,469, a $2,573,216 decrease from the current fiscal year. Also
recommended are operating transfers totaling $8,787,716,a $2,611,545 decrease
from the current fiscal year. Of the transfer amount $8,000,000 is for the Capital
Projects Fund; $757,450 is for payment of Flood Control General Obligation debt
service; and $30,266 goes to the General Fund to partially offset the County’s
contribution to the Pima Association of Governments.

Flood Control Capital Projects funds are used to acquire, construct, expand and
improve flood control facilities within the County including bank stabilization,
channels, drainage ways, dikes, levees and other flood control improvements. This
includes funding to provide federal and state mandated floodplain management
services and to continue the Board approved Riparian Protection Program as a
component of the Sonoran Desert Conservation Plan, and to procure flood prone
land continuous to existing watersheds within the County. These land acquisitions
serve the dual purpose of protecting existing riparian habitat corndors and
preventing future flood damages.

In order to mitigate the impact of increases in valuation on property taxpayers, |
recommend that the Regional Flood Control District’s tax rate be decreased to
$0.2935 per $100 of assessed value a $0.0511 cent reduction from the current
rate of $0.3446. This 14.8 percent reduction in the rate and corresponding levy
will more than eliminate any additional property taxes being collected as a result
of appreciation in value of existing property in the County.

. Stadium District

Funding for the Stadium District comes from four sources: a $3.50 per contract
car rental surcharge; a $0.50 per day rental tax on recreational vehicle spaces; a
2 percent hotel/motel tax in the unincorporated area of the County; and revenue
from baseball and other events scheduled at Kino Veterans Memorial Stadium.

Pursuant to newly enacted enabling legislation, the Board of Supervisors was able
on September 13, 2005 to increase the hotel/motel tax supporting the Stadium
District from 1 to 2 percent. This has generated approximately $1.5 million of
additional revenues annually. Prior to this increase the District experienced
operating losses that were necessarily subsidized by the County’s General Fund.
Since this increase the District has been able to fully fund the debt service on the
Stadium, operating expenses, and set asides to address periodic maintenance and
reinvestment projects necessary to preserve this venue for public entertainment in
good condition.
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The recommended operating budget for the Stadium District is $3,412,924, an
increase of $879,115. This increase represents use of a portion of the
accumulated District fund balance primarily to undertake capital improvements
including painting and roof repairs. The District’s budget also includes a
$3,033,035 operating transfer to the General Fund to pay the debt service on the
outstanding Certificates of Participation used to finance construction of the
Stadium.

The tourist related revenues of the District, though projected to be less than those
collected two year’'s ago, are sufficient under this recommended budget to project

a District ending fund balance for Fiscal Year 2008/09 of $1,565,000.

B. Annual Capital Projects Fund Budget and Capital Improvement Plan Budget

As set forth in Table 4 below, the Fiscal Year 2008/09 recommended Capital
Improvement Budget, of $278,402,539 consists of the Capital Projects Fund Budget
of $161,249,329 and the Wastewater Management Capital Budgetof $117,1563,210.
A complete list of projects for the Recommended Capital Improvement Budget is
included in the Capital Projects section of the Recommended Budget Book.

Table 4

Recommended Fiscal Year 2008/09 Capital Projects Fund Budget
and Capital Improvement Plan Budget

Budget
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FY 2007/08 FY 2008/09 Difference 1997 Bond 2004/2006 Non-Bond
Bond and Non- Bond and Non- Projects Bond Projects Projects
Bond Project Bond Project
Budgets Budgets
Capital Projects Fund Budget
Facilities Management $47,049,935 $41,340,056 ($5,709,879) $106,491 $37,414,749 $3,818,816
Transportation 65,381,166 45,182,383 (20,198,782) 22,009,908 23,172,475
Flood Control 29,722,171 14,423,922 (15,298,249) 2,291,074 5,674,848 6,558,000
Parks and Recreation 14,872,950 16,823,364 950,414 2,929,707 12,893,657
Open Space 37,800,000 21,000,000 (16,800,000} 21,000,000
Cultural Resources 4,479,449 3,834,372 (645,077) 227,167 3,607,205
Neighborhood Reinvestment 10,921,679 3,595,814 (7,325,765) 343,616 3,252,198
Solid Waste Management 722,000 1,265,419 543,419 1,265,419
Sheriff Radio System 15,755,456 12,766,002 (2,989,454) 12,766,002
Information Technology 1,756,000 1,150,300 (605,700) 1,150,300
CIP Administration 1,082,290 867,697 (214,593) 158,974 525,903 182,820
Contingency Amount 21,000,000 (21,000,000}
Total Capital Project Fund  $250,542,995 $161,249,329 {$89,293,666) $29,332,356 $97.034,562 $34,882.,411
Budget
WastewaterManagement $93,393,763 $117,153,210 $23,759,457 $591,000 $59,988,611 $56,5673,599
Capital Improvement Budget
Total Capital Improvement  $343.936,748  $278,402,539 ($65,534,209) $29,923,356 $157.023,173  $91,458,010
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1. Capital Projects Fund Budget

The $161,249,329 Capital Projects Fund Budget for Fiscal Year 2008/09 is a
decrease of $89,293,666 or 36 percent below the Capital Projects Fund Budget
of $250,542,995 for the current fiscal year. A portion of this decrease is the
discontinuance of the $21,000,000 contingency amount included in the Fiscal
Year 2007/08 Capital Projects Fund Budget. This amount was not used in Fiscal
Year 2007/08 and its need is not anticipated for Fiscal Year 2008/09.

Overali the Capital Projects Fund Budget has transitioned from the 1997 bond
program to the projects authorized by voters in 2004 and 2006. Of the total
Capital Projects Fund Budget, $29,332,356 is allocated to 1997 bond projects,
$97,034,562 is allocated to 2004 and 2006 bond projects, and the remaining
$34,882,411 is allocated to non-bond projects.

Inciuded in the recommended Capital Projects Fund Budget are construction
expenditures for 90 projects now underway totaling $104,147,380, or 82 percent
of the total allocated to construction projects. The remaining balance of project
expenditures for construction projects are for planning and design, right-of-way
including open space, utility relocation, and public art expenses.

The major budgeted projects for Facilities Management are a portion of the
Psychiatric Hospital and the Psychiatric Urgent Care Center, 2004 and 2006 bond
projects, budgeted for a total of $21 million, the continuing development of the
Justice Court/Municipal Court Complex for $6.2 million and the Animal Care Center
for $3.2 million. The second largest project expenditure is for the Regional Public
Safety Communications System, budgeted for $12.7 million. There are four major
budgeted expenditures for Transportation projects totaling $17.8 million: 1997
HURF bond project, Ajo Way to Bopp Road; 1997 HURF bond and Regianal
Transportation Authority project, |-19 Frontage Road: Continental Road to Canoa
Road; and two non-bond projects, Kolb and Valencia Intersection Improvement and
Canoa Road Interchange.

Not included in the Capital Projects Fund budget are $3.8 million of expenditures
programmed by the U.S. Army Corps of Engineers (USACOE) on six projects for
which the Regional Flood Control District has budgeted its cost sharing
responsibilities of $4.2 million. The major USACOE expenditure will be $2 million
for the Arroyo Chico Detention Basin.

. Wastewater Reclamation Capital Budget

The Fiscal Year 2008/09 recommended capital budget for Wastewater Reclamation
is $117,1563,210, an increase from the current year of $23,759,457, or 25
percent. Of the recommended budget $59,988,611 is for 2004 bond projects,
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$56,573,599 for non-bond projects and the small remainder for 1997 bond
projects. The major budgeted projects include Avra Valley Biological Nutrient
Removal Oxidation Ditch Expansion ta 4 million gallons per day for $25.3 million;
Regional Optimized Master Plan Plant Interconnect for $12.7 million; and the
Marana Wastewater Treatment Plant Expansion for $8 million.

C. Combined Total County Budget

1.

Combined County Property Tax Rate

The combined primary and secondary property taxes levied by the County currently
fund 29 percent of the combined total County Budget. These are the only County
revenues over which the Board of Supervisors has substantial control. The
remainder of the combined County Budget is supported almost entirely by charges
for services and intergovernmental revenues, primarily state revenue sharing and
grants.

As discussed above, it is recommended that the primary property tax rate which
supports the County General Fund be reduced 21.07 cents, Pursuant to state
Truth in Taxation statutes this will produce a fiscally neutral levy which adds
growth caused by new construction but collects no additional taxes as a result of
increases in value of existing property or to address inflationary cost increases.
if this recommendation is adopted by the Board of Supervisars, it will be the third
consecutive year that the County’'s primary levy will be at or under the state’s
Truth in Taxation fiscally neutral benchmark. Two years ago only Pima and
Cochise Counties, of the fifteen counties in Arizona, adopted a fiscally neutral
primary levy. Last year only Pima and Gila Counties were fiscally neutral.

Also recommended are reductions in the three County controlled secondary
property tax rates totaling 18.93 cents per $100 of assessed value consisting of
the following individual reductions: the Library District is decreased 5.82 cents,
Debt Service is decreased 8 cents and Regional Flood Control District is decreased
5.11 cents. This 13.3 percent reduction in these combined secondary rates will
more than eliminate any additional taxes being collected as a result of increases in
value of existing property.

The result of these recommendations is a total reduction in the combined County
property tax rate of 40 cents, from this year’s rate of $5.0291 to $4.6291.

. Combined County Budget

The combined Recommended County Budget, reflected in the budget schedules
and departmental budget summaries following this memorandum is
$1,4860,709,938. Thisisa $22,004,558 or 1.5 percent decrease fram the Fiscal
Year 2007/08 Adopted Budget.
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General Fund expenditure increases discussed previously in this memorandum total
$10,508,168.

Significant Non-General Fund increases in the overall County Budget include:

$37,957,367 in the Pima Health System Services Enterprise Fund due to the
increased cost of providing medical services to additional members enrolled in
the state’s indigent ambulatory care program and increases in the rate of
medical inflation.

$22,576,278 in the Debt Service Fund as discussed above.

$§7,773,496 increase in the Wastewater Management Enterprise Fund as
increased repair and maintenance cost related to aging systems and equipment.
Increased investment in the systems as well as expansions to them has lead
to increased depreciation expense. Alsg, significant amounts of capital
improvements in the conveyance and treatment systems have been bond
funded leading to significant increases in debt service.

$3,038,809 in the Employment and Training Special Revenue Fund as the
County has received three new, substantial grants. These are: the Federal
Workforce Innovation Regional Economic Development grant for $1,666,667;
the $300,000 State Youth grant; and the $666,667 Regional Logistics
Workforce Federal grant.

$879,115 in the Stadium District as discussed above.

Mare than offsetting the increases are the following decreases:

$89,293,666 in the Capital Projects Fund, as discussed above.

$2,769,637 in the Development Services Enterprise Fund due to the economic
slowdown in the housing industry, and its corresponding loss of revenues.

$2.571,314 inthe Recorder’s Document Storage and Retrieval Special Revenue
Fund due to the projected completion of two large projects in Fiscal Year
2007/08: redaction of Social Security numbers from public records, and
conversion of remaining film and microfiche images to digital format.

$1,172,457 in the Information Technology Enhancement Special Revenue

Fund, as the County’s financial position precludes major expenditures for this
purpose next year.
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Attachment
Recommended Reductions to General Fund
Departmental Base Budgets

2.5%
2.3% Administrative Total
Department Reduction 1 Reduction 2 Reduction
GENERAL FUND
Assessor 207,764 38,419 246,183
Board of Supervisors 35,581 452 36,033
Clerk of the Board 31,708 20,656 52,365
Clerk of the Superior Court 247 635 9,950 257,585
Constables 0 3 4,405 4,405
County Attorney 478313 64,050 542,363
County Administrator 42110 34,862 76,972
Elections 31,690 32,759 64,449
Non-Departmental 0 0 0
Facilities Management 378,917 16,278 395,195
Finance and Risk Management 185,376 12,070 197,446
Information Technology 153,861 20,812 174,673
Institutional Health 72,297 41,223 113,520
Indigent Defense 358,369 24,337 382,706
Contract Criminal Defense Attorneys 0 0 0
Justice Court-Ajo 0 3 0 0
Justice Court-Green Valley 0 3 0 0
Justice Courts-Tucson 17,5676 4 46,456 64,032
Office of Court Appointed Counsel 16,314 0 16,314
Public Works Administration 2,300 0 2,300
Community Resources 111,817 15,298 127,115
Community Development & Neighborhood Conservation 121,179 10,000 131,179
Community & Economic Development Administration 17,066 18,557 35,623
Juvenile Court Center 552,984 159,318 712,302
Forensic Science Center 65,832 6,086 71,918
General Government Revenues 0 0 0
Contingency 0 0 0
Community Services 128,836 16,162 147,988
General Fund Debt Service 0 0 0
Human Resources 64,638 14,428 79,066
Nat Resources, Parks & Recreation 380,852 32,442 413,204
Public Fiduciary 57,867 14,012 71,879
Graphics Services Design 18,641 0 18,641
Procurement 55,617 15,308 70,825
Recorder 48,755 12,688 61,443
Sheriff 0 449 586 449,586
School Superintendent 30,071 10,590 40,661
Superior Court 608,179 82,674 690,853
Superior Court-Mandated Services 0 0 0
Treasurer 58,396 0 58,396
TOTAL GENERAL FUND 4,580,442 1,226,868 5,807,310

Note 1: Adjustments for certain mandated costs and non-departmental costs prior to applying percentage.
Note 2: Reduction applied only to those cost centers/programs identified as administrative.

Note 3: Due to the small size of these budgets no reduction was recommended.

Note 4: Department submitted their requested budget 2% (117,176) less than base.
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Board of Supervisors Memorandum

May 20, 2008

Tentative Budget Adoption: Fiscal Year 2008/09

Background

Pursuant to State statute, the Board is required to adopt a tentative budget to establish a
maximum ceiling for the County budget. Adoption of the tentative budget serves to set the
maximum County expenditure ceiling and establish a maximum tax rate. Prior to final
adoption on June 17, 2008, the Board may reallocate expenditures and revenues among
departments differently than set forth in the tentative budget and may decrease expenditures
as well as corresponding tax rates.

Status Report

Based on additional information available since transmittal of the Recommended Budget on
April 24, 2008, | recommend the following General Fund adjustments to the original
recommendations:

* Facilities Management has submitted a cost listing of various General Fund departmental
projects that have been started but will not be finished this year, necessitating the carry
forward of $699,480 of this year's expenditure authority to next fiscal year. This increase
in next year’'s expenditures will be funded by an increase in beginning fund balance, and
this amount will be placed in the Contingency Fund carry forward center.

¢ Several General Fund departments have submitted requests to carry forward current
year’'s appropriations unrelated to facilities improvements, but which will not be fully
expended this year: Forensic Sciences requests $28,000 for the purchase of a mini van;
Community Services Employment and Training requests $50,133 to complete two youth
programs; Procurement requests $56,700 to cover the extension of the Disparity Study
of the Minority and Women Business Enterprise Code; Finance requests $73,000 for
consultants to prepare for the securing of a new Enterprise Resource Planning System;
and, the County Attorney requests $700,000 primarily to enforce the Legal Arizona
Workers Act. These increases in next year’s expenditures, totaling $907,833, will be
funded by an increase in beginning fund balance, and this amount will be placed in the
Contingency Fund carry forward center.

¢ Juvenile Court has requested that $42,594 be added to their expenditure authority to

cover rent increases and utilities’ costs. This additional amount will be offset by a
reduction of the same amount in Non-departmental expenditures.
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In addition to the General Fund adjustments listed above, there are several other adjustments
to non-General Fund departments as follows:

¢ Regional Wastewater Reclamation requests that their budget be reduced by $786,696 as
fiscal charges related to the Water Infrastructure Finance Authority have been reduced,
and other adjustments have been made.

¢ Development Services, Flood Control, and Transportation have requested a net total
budget increase of $111,807 to adjust administrative cost allocations.

¢ The Library District requests that their budgeted expenditure authority be increased by
$300,000 in order to purchase a bookmobile.

* The Facilities Renewal Fund expenditure budget will be established at $1,279,298 in
order to complete several active projects.

¢ The CIP expenditure budget will increase by $3,200,000 in order to complete five
projects:

Public Warks Building - HVAC refurbish $ 300,000
Legal Services Building — cooling tower replacement $ 350,000
Downtown Complex — various repairs $ 5H00,000
Central Plant Transformer — replacement $ 750,000
Admin Building - 9th floor remodel $1,300,000

The effect of all of the bulleted adjustments is that the Recommended Budget amount of
$1,460,709,938 will increase by $5,711,722 to $1,466,421,660.

Prior to final adoption of the budget on June 17, 2008, | will transmit to the Board any other
recommended adjustments to the Recommended Budget that may be necessary to incorporate
the most recent information available to project this year’s General Fund ending fund balance
and next year's revenues and costs. | will develop any such recommended adjustments
within the tax rates already recommended to the Board, which are the tax rates listed below.

Recommended Fiscal Year 2008/09 Budgets and Tax Rates

The table below outlines the budgets and tax rates that | recommend for fiscal year 2008/09.
Should the Board at the time of tentative adoption take action to increase County
expenditures beyond those included in the Recommended Budget, the budget ceiling and/or
the tax rate may increase above the amounts listed below.
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Fiscal Year 2008/09 Budget Budget Tax Rate
Total County Budget $1,466,421,660 $3.3913
County Free Library District 36,107,582 0.3393
Flood Control District 14,529,660 0.29356
Debt Service 100,521,623 0.6050
Stadium District 3,412,924 e

According to the Assessor, Pima County's neutral 2008 Primary Levy will be $279,434,670.
A neutral levy is defined by State statute as containing no increase that resuits from any
increase in the value of existing property in the County due to market appreciation. The
recommended budget contains a primary property tax rate reduction of $0.2107 to mitigate
the increase in property valuation resulting from appreciation. With this reduction, the
County’s 2008 Primary Levy will be slightly less than the neutral levy, thus obviating the
need, under State statute, to issue a Truth in Taxation Notice and hold a Truth in Taxation
public hearing.

Following the Board’'s adoption of the tentative budget, the County is required to publish the
tentative budget in a format prescribed by the Arizona Auditor General., The budget,
presented in the required format, is attached.

Respectfully submitted,

C

C.H. Huckelberry
County Administrator

CHHyJjj (May 12, 2008)

Attachments
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Board of Supervisors Memorandum

June 17, 2008

Fiscal Year 2008/09 Final Budget Adoption

Background

The Fiscal Year 2008/09 Recommended Budget was transmitted to the Board on April 24,
2008. The Tentative Budget was adopted by the Board on May 20, 2008 as originally
recommended, with the following exceptions: $1,607,313 of expenditures was added to
accommodate one-time carryover requests; $42,594 in expenditure authority was added to
the Juvenile Court budget to cover rent increases and utilities cost, this amount then being
offset by an equal amount in Non-departmental expenditures; $111,807 was added to
certain Public Works departments to adjust administrative cost allocations; $300,000 was
added to the Library District’s budget in order to purchase a bockmobile; $1,279,298 was
established as the Facilities Renewal Fund budget in order to complete several active
projects; $3,200,000 was added to the Capital Improvements Program budget in order to
complete several projects; and $786,696 was subtracted from the Regional Wastewater
Reclamation budget, as fiscal charges related to the Water Infrastructure Finance Authority
were reduced, and other adjustments were made. Adoption of the Tentative Budget
served to set the maximum County expenditure ceiling.

Recommended Adjustments to the Tentative Budget

| recommend four adjustments to the Board adopted Tentative Budget, all of which can be
accomplished within the Budget ceiling established by that adoption:

1. Public Defender Adjustment

Two new lawyers and a secretary for the Public Defender’'s Juvenile Division will be
added at a cost of $200,000, which cost will be covered by a reduction of the same
amount in the budget of the Office of Court Appointed Counsel. This will have a zero
net effect on the overall County budget.

2. Regional Flood Control Qperating and Capital Project Budge_t

An additional $2,000,000 will be transferred from the Regional Flood Control District to
the Capital Improvement Program in order to complete work on the Mission View Wash
Detention Basin, Rillito River Park {Alvernon to Craycroft), and the CDO/Omni River
Park. This will both reduce the budgeted expenditures of the Regicnal Flood Control
District and increase the budgeted expenditures of the CIP by $2,000,000, with zero
net effect on the overall County budget. Additionally, a special staff assistant position
wiil be transferred from the Regional Flood Control District to the Regional Wastewater
Reclamation Department, with zero net effect on the overall County budget.
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3.

Pima Health System and Services Ambulatory Program

As a result of not receiving an AHCCCS acute care contract award for the contract
period beginning October 1, 2008, the expenditure budget of the Pima Health System
and Services department will be reduced by $6,892,392, resulting in a decrease on the
overall County by the same amount.

Additional 2.7 Percent General Fund Reduction

As of this date the Arizona Legislature has not adopted a State Budget for next vear
and there is no indication that such adeption will cccur prior to final adoption of the
County Budget. Consequently, it is unknown what the ultimate revenue reductions and
cost shifts to the County will be.

in order to sustain the potential negative impacts of State budget balancing actions, |
recommend that all General Fund departments’ expenditures be reduced 2.7 percent in
addition to reductions already made in the Recommended Budget. The amount of these
reductions totals $7,234,063 which will be allocated to the Budget Stabilization Fund.
If all of this funding is not required to offset State actions, the remainder will serve as a
cushion against a possibly worsening economy that erodes County revenues beyond
current projections.

Recommendation

Set forth below are the proposed Fiscal Year 2008/09 Final Budget amounts and Tax
Rates. These amounts and rates are the same as those resulting from the Board’s action at
adoption of the Tentative Budget and as recommended in this memorandum and reflected
in the attached Arizona Auditor General prescribed schedules.

Fiscal Year 2008/2009 Budget Budget Tax Rate
Total County Budget $1,459,529,268 $3.3913
County Free Library District 36,107,682 0.3393
Flood Control District 12,544,587 0.2935
Debt Service 100,521,623 0.6050
Stadium District 3412924 e

Respectfully submitted,

C il

C.H. Huckelberry
County Administrator

Attachment
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MEMORANDUM

Date: June 16, 2008
To: The Honorable Chairman and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Admini?%/

Re: Budget Adjustment Due to Significant Reduction in Acute Care Pima Health System
Enroliment

As | have indicated to the Board previously, the Pima Health System Acute Care contract has
been capped by AHCCCS. The agency will be left with only acute care members who are
dual eligible to receive Medicare and Medicaid benefits. This simply means that the
enrollment of the Pima Health System Acute Care Plan will transition from approximately
30,000 to approximately 3,000 to 4,000 on October 1, 2008. This action will substantially
reduce both expenditures as well as revenues in the Pima Health System budget. Due to this
action the Pima Health System budget expenditures may be reduced by $82 million with a
corresponding $82 million reduction in revenues, and the overall budget can be adjusted from
$1,459,629,268 to $1,377,5629,268.

CHHY/jj
c: Dennis Douglas, Deputy County Administrator for Medical and Health Services

Karen Fields, Pima Health System Director
Thomas House, Budget Manager, Finance and Risk Management
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BUDGET OVERVIEW

Financial Structure

Consolidated Overview of the County Budget by Fund

Total County Budget by Source and Use

Revenues & Expenditures for Fiscal Years 2006/2007 Through 2008/2009

Budget in Brief Fiscal Year 2008/2009

Adopted Full Time Equivalent Positions for Fiscal Years 2006/2007 Through 2008/2009

Pima County Capital Improvement Program
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Pima County FY 2008/2009 Adopted Budget

FINANCIAL STRUCTURE

Accounting policies: The Pima County accounting policies are guided by the State of Arizona Auditor

General through the Uniform Accounting Manual for Arizona Counties.

The policies conform to

generally accepted accounting principles as promulgated by the Governmental Accounting Standards
Board (GASB) and provide a consistent basis for presenting financial information of the County.

Fund accounting: The financial transactions of the County are recorded in individual funds, each of
which is considered a separate fiscal entity. Each fund is accounted for with a separate set of self-
balancing accounts that comprise its assets, liabilities, net assets, revenues, and expenditures or

expenses, as appropriate.

The various funds and subsidiary ledgers are classified by category and type as follows:

Fund Type

GOVERNMENTAL
FUNDS

Description

Governmental funds use the modified accrual
basis of accounting, a current financial resource
measurement focus. Governmental Funds are
comprised of the following:

Funding Source

General Fund

The General Fund is the County’s principal
financing vehicle for general government
operations and for resources that are not required
to be accounted for in another fund.

Funded largely by primary
property tax revenue and state
shared sales tax revenue.

Special Revenue Funds

Account for the proceeds of specific revenue
sources (other than major capital projects) that are
legally restricted to expenditures for specified
purposes. Special Revenue Funds include the
following:

« Economic Development & Tourism — Accounts for
resources used to promote business and job
development and business retention in Pima
County and the state of Arizona for the purpose of
enhancing the economic welfare of the inhabitants
of the County.

Transient lodging excise
(hotel/motel) tax revenues.

« Employment & Training - Accounts for resources
controlled by the County as a prime sponsor
under the Workforce Investment Act of 1998,
superseding the Jobs Training Partnership Act.
Also includes Youth Opportunity (YO) grant, Pima
Vocational High School, and many other grants.

Primarily Federal Government
revenue.

« Environmental Quality - Accounts for resources
specifically identified to be expended for the
protection of water, air, and land from pollutants.

Air quality inspection and
application fees; revenues
from alternate onsite disposal
plans; and federal and state
grants.

« Library District — Accounts for resources used for
the management and operation of the Pima
County Free Library District.

Secondary property tax
revenue.

« Public Health - Accounts for resources used to
finance activities involved in the conservation and
improvement of public health, emergency
management/homeland security, and various
animal control functions.

Federal and state grants;
charges for services provided;
and operating transfers from
the General Fund.
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Fund Type

GOVERNMENTAL
FUNDS (cont’d)

Description

Funding Source

Special Revenue Funds
(cont’d)

Regional Flood Control District - Accounts for
expenditures necessary to analyze, design, and
maintain flood control improvements to protect
persons and property from floodwaters.

Secondary taxes on real
property.

School Reserve Fund — Accounts for resources
specifically identified to be expended for
education programs in the Pima County
Accommodation District and specialized
educational programs that extend outside the
boundaries of individual school districts.

Federal and state grants;
private donations.

Solid Waste Fund — Accounts for resources used
to provide solid waste disposal facilities and
services and tire recycling services.

Landfill tipping fees; County
share of state tax on new tire
sales.

Stadium District — Accounts for resources
specifically identified to be expended for the
management and operation of Tucson Electric
Park.

Car rental surcharge fees;
recreational vehicle surcharge
fees; hotel/motel bed taxes;
and charges for services
provided.

Transportation - Accounts for administrative and
operating costs expended for highways and
streets, as well as resources transferred to the
Capital Projects Fund for construction of
highways and streets.

County share of gasoline tax
collected by state Highway
User revenues; Vehicle
License Tax revenues; and
charges for services.

Other Special Revenue Funds - Account for
resources to be expended for various other
programs of the County, including various
probation programs, consumer protection
programs, family support, antiracketeering
programs, law library, etc.

Federal and state grants.
Antiracketeering funding is
provided by court ordered
forfeitures, diversion fees, and
restitution payments.

Debt Service Fund

Accounts for the accumulation of resources for, and
the payment of, long term debt principal and
interest applicable to Governmental Funds. This
fund manages the debt for the Regional Flood
Control District, Transportation bonds and loans,
Certificates of Participation, and General Obligation
bonds.

Secondary tax levy on real
and personal property;
transfers of Vehicle License
Tax revenues and Highway
User revenues from the
Transportation Special
Revenue Fund for the
payment of Transportation
bonds and loans; transfers of
secondary property tax
revenue from the Regional
Flood Control District Special
Revenue Fund for payment of
Flood Control General
Obligation bonds; transfers
from Capital Projects and
Wastewater Reclamation
Funds for payment of
Certificates of Participation.




Pima County FY 2008/2009 Adopted Budget

Fund Type

GOVERNMENTAL
FUNDS (cont’d)

Description

Funding Source

Capital Projects Fund

Accounts for financial resources to be used for the
acquisition or construction of major capital assets,
including land, buildings, roads and streets,
drainage ways, libraries, and parks (other than
those financed by Proprietary Funds).

Bond sale proceeds; federal
and state grants; transfers of
Vehicle License Tax revenues
and Highway User revenues
from the Transportation Special
Revenue Fund; transfers of
Regional Flood Control District
and Library District monies;
reimbursements associated
with specific capital projects
and from other governments.

PROPRIETARY
FUNDS

Proprietary funds are used to account for Pima
County’s business-type activities. These funds
use the economic resources measurement focus
and accrual basis of accounting. This
measurement focus provides for the short term
and long term recognition of revenues and
expenses. Proprietary Funds are comprised of:

Enterprise Funds

Account for operations that are financed and
operated in a manner similar to private business
enterprises. Enterprise funds within Pima County
include the following:

« Development Services - Accounts for the
operations that provide zoning permits, enforce
ordinances, and administer uniform building
codes.

License and permit fees for
plan examinations and zoning;
penalties related to the
issuance of building, plumbing,
mechanical, electrical and
mobile home permits; and
charges for services such as
plan checks and subdivision
coordination.

« Medical Services - Accounts for provider health
care services for Pima Health System &
Services, which operates health plans for the
Arizona Health Care Cost Containment System
(AHCCCS) and long term care under the Arizona
Long Term Care System (ALTCS).

Primarily derived from
capitation fees.

« Parking Garages - Accounts for the management
and operation of eight parking facilities located in
downtown Tucson.

Parking fees from six public
parking garages and two
parking lots owned by Pima
County.

« Wastewater Reclamation Department- Accounts
for the management and operation of wastewater
treatment and water pollution control facilities.

Sewer user and connection
fees.
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Fund Type

Description

Funding Source

Internal Service Funds

Account for the financing of goods or services
provided by one department to other departments
of the County on a cost reimbursement basis.
Internal Service funds include the following:

« Self Insurance Trust Fund - Accounts for the risk
management function of the County. The fund is
administered by the Board of Supervisors and an
appointed board of trustees, and provides self
insurance for medical malpractice, workers
compensation, unemployment, general liability,
property damage, environmental damage, and
employee dental benefits. It also acquires
coverage for other risks.

Financed by charges to specific
user departments and to the
General Fund.

Other Internal Service Funds - Account for the
acquisition, operation, and maintenance of
automotive and communications equipment used
by County departments and for printing services
provided to County departments.

Financed by fees and
reimbursements charged to
user departments.

FIDUCIARY FUNDS

Fiduciary funds do not include resources
belonging to Pima County; therefore, they are not
part of the County’s budgeting process. The

County does, however, have custodial
responsibility for these funds and reports them in
its Comprehensive Annual Financial Report.

Agency Funds

Account for cash and investments held by the
County on behalf of various fire districts, cities and
towns, individuals, the state and other agencies.
Also included are clearing funds for payroll and
property taxes.

Investment Trust Fund

Accounts for cash and investments held by the
County on behalf of various school districts.

SUBSIDIARY LEDGERS

It should be noted that balances from the former General Fixed Asset Account Group and the
General Long Term Debt Account Group are now considered subsidiary ledgers and are reported
within the County’s government-wide financial statements, as required by GASB 34.
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CONSOLIDATED OVERVIEW OF COUNTY BUDGET BY FUND

REVENUES BY FUND

GENERAL FUND
40.34%

ENTERPRISE FUNDS
32.01%

CAPITAL PROJECTS FUNDS
3.06%

DEBT SERVICE FUND
4.87%

SPECIAL REVENUE FUNDS
19.72%

EXPENDITURES BY FUND

GENERAL FUND
ENTERPRISE FUNDS 36.40 %

27.24%

SPECIAL REVENUE FUNDS

16.98%
CAPITAL PROJECTS FUNDS
0 DEBT SERVICE FUND
12.08% 730%
OTHER

EST. BEGINNING ADOPTED ADOPTED FINANCING INTERFUND ESTIMATED
FUNDING FUND BALANCE REVENUES EXPENDITURES  SOURCES TRANSFERS ENDING FUND
SOURCES 2008/2009 2008/2009 2008/2009 2008/2009 IN/ (OUT) BALANCE
GENERAL FUND 27,749,033 481,334,223  (501,413,093) 0 (7,670,163) 0
SPECIAL REVENUE FUNDS 64,191,019 235,248,354  (233,887,133) 0 (26,290,065) 39,262,175
DEBT SERVICE FUND 10,503,587 58,171,572  (100,521,623) 0 44,581,093 12,734,629
CAPITAL PROJECTS FUNDS 137,920,847 36,485,609 (166,449,329) 100,000,000 25,770 107,982,897
ENTERPRISE FUNDS 127,863,167 381,905,318 (375,258,090) 28,942,363 (9,646,635) 153,806,123

Note: The above charts do not include Internal Service Funds.
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TOTAL COUNTY BUDGET BY SOURCE AND USE

REVENUES
MEMO
REVENUE
1.26%

MISCELLANEOUS

TAXES

33.26%

1.77% SPECIAL
INTEREST ASSESSMENT
0.99% 0.04%
FINES AND FORFEITS LICENSES &
0.56% PERMITS
1.25%
CHARGES FOR INTERGOVERNMENTAL

SERVICES
33.86%

FY 2006/2007

REVENUES

FY 2007/2008

27.01%

FY 2008/2009

ACTUAL REVISED ADOPTED
TAXES 348,699,313 381,106,799 396,800,896
SPECIAL ASSESSMENT 520,999 560,124 448,619
LICENSES & PERMITS 14,238,521 17,752,889 14,941,892
INTERGOVERNMENTAL 312,330,383 319,458,634 322,259,727
CHARGES FOR SERVICES 423,642,413 465,039,585 404,007,803
FINES AND FORFEITS 6,618,168 6,945,192 6,706,732
INTEREST 19,545,865 13,132,323 11,791,551
MISCELLANEOUS 25,627,549 20,137,857 21,187,856
MEMO REVENUE 26,134,548 15,000,000 15,000,000

1,177,357,759 1,239,133,403

EXPENDITURES

CAPITAL
OUTLAY

12.54%

PERSONAL
SERVICES
32.35%

SUPPLIES &
SERVICES

55.11%

FY 2006/2007 FY 2007/2008

EXPENDITURES

1,193,145,076

FY 2008/2009

ACTUAL REVISED ADOPTED
PERSONAL SERVICES 397,153,101 444,745,930 445,636,555
SUPPLIES & SERVICES 688,824,721 799,016,856 759,115,378
CAPITAL OUTLAY 185,311,271 238,951,710 172,777,335

1,271,289,093 1,482,714,496

Note: The above charts do not include Internal Service Funds.

1,377,529,268
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REVENUES & EXPENDITURES
FISCAL YEARS 2006/2007 - 2008/2009

ACTUAL
FY 2006/2007

REVISED

FY 2007/2008

ESTIMATED
FY 2007/2008

ADOPTED
FY 2008/2009

GENERAL FUND
REVENUE
TAXES
LICENSES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST
MISCELLANEOUS
TOTAL
EXPENDITURES
PERSONAL SERVICES
SUPPLIES & SERVICES
CAPITAL OUTLAY
TOTAL

SPECIAL REVENUE FUNDS
REVENUE
TAXES
SPECIAL ASSESSMENT
LICENSES AND PERMITS
INTERGOVERNMENTAL
CHARGES FOR SERVICES
FINES AND FORFEITS
INTEREST
MISCELLANEOUS
MEMO REVENUE
TOTAL
EXPENDITURES
PERSONAL SERVICES
SUPPLIES & SERVICES
CAPITAL OUTLAY
TOTAL
DEBT SERVICE FUND
REVENUE
TAXES
INTERGOVERNMENTAL
INTEREST
TOTAL
EXPENDITURES
SUPPLIES & SERVICES
TOTAL
CAPITAL PROJECTS FUNDS
REVENUE
INTERGOVERNMENTAL
CHARGES FOR SERVICES
INTEREST
MISCELLANEOUS
MEMO REVENUE
TOTAL
EXPENDITURES
PERSONAL SERVICES
SUPPLIES & SERVICES
CAPITAL OUTLAY
TOTAL

252,349,910 267,784,461 268,557,719 282,377,345
2,794,802 2,926,812 2,926,812 2,955,925
152,271,119 152,524,211 148,960,248 148,441,648
33,603,427 31,485,850 31,559,495 33,096,008
5,526,344 5,574,591 4,883,698 5,237,632
3,321,177 2,306,654 4,068,154 1,863,981
6,827,825 6,614,136 7,128,566 7,361,684
456,694,604 469,216,715 468,084,692 481,334,223
231,301,819 255,072,228 254,671,870 257,248,501
184,772,205 231,128,754 203,441,041 242,933,310
5,412,810 2,568,666 5,959,704 1,231,282
421,486,834 488,769,648 464,072,615 501,413,093
47,627,143 57,069,850 57,578,026 57,259,479
520,999 560,124 531,294 448,619
4,337,168 4,974,680 4,474,073 4,804,430
136,985,984 148,424,007 147,848,523 142,903,340
16,285,374 16,012,140 16,048,897 13,895,080
1,025,015 1,311,801 1,400,500 1,410,300
3,743,560 2,229,213 4,210,337 2,997,287
15,253,042 11,145,698 10,260,745 11,529,819
527,363 0 0 0
226,305,648 241,727,513 242,352,395 235,248,354
91,599,783 101,595,531 105,936,051 106,665,510
103,263,235 135,782,770 119,424,947 122,031,602
5,706,796 6,853,730 6,599,966 5,190,021
200,569,814 244,232,031 231,960,964 233,887,133
48,722,260 56,252,488 56,252,488 57,164,072
17,587 7,500 7,500 7,500
1,612,184 1,000,000 1,288,584 1,000,000
50,352,031 57,259,988 57,548,572 58,171,572
68,616,019 77,945,345 76,245,942 100,521,623
68,616,019 77,945,345 76,245,942 100,521,623
11,027,057 13,781,039 15,081,039 25,848,887
12,416,626 23,517,156 20,611,429 9,424,903
5,312,827 3,598,141 4,009,595 1,117,697
263,587 370,946 1,770,946 94,122
390,380 0 0 0
29,410,477 41,267,282 41,473,009 36,485,609
685,781 711,094 538,077 639,643
51,482 21,262,196 40,394 219,054
201,921,980 228,569,705 158,432,008 165,590,632
202,659,243 250,542,995 159,010,479 166,449,329
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REVENUES & EXPENDITURES

FISCAL YEARS 2006/2007 - 2008/2009

ACTUAL REVISED ESTIMATED ADOPTED
FY 2006/2007 FY 2007/2008 FY 2007/2008 FY 2008/2009
ENTERPRISE FUNDS
REVENUE
LICENSES AND PERMITS 7,106,551 9,851,397 6,426,465 7,181,537
INTERGOVERNMENTAL 12,028,636 4,721,877 4,721,877 5,058,352
CHARGES FOR SERVICES 361,336,986 394,024,439 387,122,922 347,591,812
FINES AND FORFEITS 66,809 58,800 20,000 58,800
INTEREST 5,556,117 3,998,315 7,500,223 4,812,586
MISCELLANEOUS 3,283,095 2,007,077 2,050,923 2,202,231
MEMO REVENUE 25,216,805 15,000,000 15,000,000 15,000,000
TOTAL 414,594,999 429,661,905 422,842,410 381,905,318
EXPENDITURES
PERSONAL SERVICES 73,565,718 87,367,077 81,390,003 81,082,901
SUPPLIES & SERVICES 332,121,780 332,897,791 367,445,511 293,409,789
CAPITAL OUTLAY (27,730,315) 959,609 (30,679,649) 765,400
TOTAL 377,957,183 421,224,477 418,155,865 375,258,090

TOTAL REVENUES

TOTAL EXPENDITURES

1,177,357,759

1,271,289,093

Note: The above data does not include Internal Service Funds.
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1,239,133,403

1,482,714,496

1,232,301,078

1,349,445,865

1,193,145,076

1,377,529,268
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BUDGET IN BRIEF

Arizona Revised Statute § 42-17105 requires the Pima County Board of Supervisors to adopt a budget
for each fiscal year. On June 17, 2008, the Board adopted the budget for fiscal year 2008/09, which
covers the period from July 1, 2008 through June 30, 2009.

Pima County’s Fiscal Year 2008/09 Adopted Budget includes:

» $1.378 billion in expenditures

e $1.193 billion in revenues

* $92.8 million in operating transfers between the various operating funds

* $128.9 million total in sales of General Obligation, Transportation, and Sewer Revenue Bonds

Graphic analyses of expenditures by fund and functional area are presented below:
Comparison of Expenditures by Fund
Expenditures by Fund Expenditures by Fund (000's)

Fiscal Year 2008/2009 Fiscal Years 2007/2008-2008/2009
600,000

Debt Service
7.3%

General
Fund
36.4%

Capital

General Special Debt Capital Entemprise

Enterprise Fund Revenue  Service Projects
21.2% |.2oo7/2oos []12008/2009 |

GENERAL FUND: The Fiscal Year 2008/09 Adopted Budget for General Fund expenditures increased

by $12.6 million over fiscal year 2007/08. Major factors contributing to this net increase include:

* $7.2 million increase in order to offset the potential negative financial impacts of the state budget for
fiscal year 2008/09 which had not been finalized at the time of the County’s final budget adoption

* $4.8 million to fund the costs of the primary and general elections held in 2008 plus $1.0 million for
various schools related elections costs

* $2.6 million net increase in state mandated employer contributions to the various state retirement
systems; $1.1 million net increase in the County’s contribution towards the cost of non-retirement
benefits

+ $2.3 million of additional funding related to detention health care costs

* $2.4 million increase to annualize the cost of FY 2007/08 salary increases awarded to corrections
and peace officers

* $1.7 million of funding to settle Pima County’s portion of statewide Tax Court litigation brought by
QWEST Corporation to challenge prior central assessment methodology applied to its property by
the State

e $1.6 million of one time unexpended carryover funds from fiscal year 2007/08

* $1.1 million for increased cost of fuel for vehicles and equipment

* $561,000 increase for continued match of a federal COPS grant that funds 14 Sheriff's deputies

« $500,000 increase in reserve for potential Solid Waste Program operating losses

* $500,000 of additional funds to assume operation of Sportspark

* $498,000 increase to replace reduced federal grants which fund positions in the criminal justice
system

e $432,000 of additional funding for equipment to facilitate enhanced election security

* $178,000 increase in the Board of Supervisors’ unreserved contingency funds

* $475,000 decrease in order to bring the General Fund budgeted reserve to 5% of revenues

e $2.0 million reduction in various fiscal year 2007/08 one-time expenditure items

5-11
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* $13.0 million decrease in all General Funded department budgets representing a combined 5%
overall reduction plus a 2.5% reduction in overall administrative costs

» also includes the annualization of fiscal year 2007/08 supplemental requests, other position related
adjustments, etc.

SPECIAL REVENUE FUNDS: The Fiscal Year 2008/09 Adopted Budget for Special Revenue Funds

expenditures decreased by $10.3 million from fiscal year 2007/08. Major factors contributing to this net

decrease include:

* $2.8 million increase in various special revenue grants

* $1.0 million increase in Transportation spending for increased public transit spending and motor pool
costs

e $879,000 increase in the Stadium District in order to use part of the fund balance to undertake
capital improvements including painting and roof repairs

* $437,000 increase for Public Health operating budget expenditures

» $480,000 net decrease in Environmental Quality operating budget expenditures

e $711,000 decrease in County Free Library District spending due in part to the elimination of a
transitional contingency fund that is no longer needed

» $720,000 decrease in Solid Waste Management in part the result of anticipated landfill closures

* $1.1 million net decrease in various other departmental special revenue funds

* $2.6 million decrease in planned expenditures from the Recorder’'s Document Storage & Retrieval
Fund as significant one-time projects are completed

* $4.5 million decrease in the Regional Flood Control District primarily due to nearly completed flood
damage repairs resulting from a significant flood event in July 2006 and a reduction in the district’s
secondary property tax rate

* $5.3 million decrease in expenditures in the Property Tax Rate Stabilization Fund as these funds will
be moved to the General Fund to offset the impact of reduced state shared sales and vehicle license
tax revenue

» also includes other position related adjustments, benefits adjustments, adjustments for one time
costs, etc.

DEBT SERVICE FUND: The Fiscal Year 2008/09 Adopted Budget for Debt Service Fund expenditures
increased $22.6 million over fiscal year 2007/08. This increase is the net of retired debt and anticipated
debt service costs related to bond and certificates of participation sales to be made in fiscal year
2008/09.

CAPITAL PROJECTS FUND: The Fiscal Year 2008/09 Adopted Budget for the Capital Projects Fund
expenditures decreased by $84.1 million from fiscal year 2007/08, based on the implementation of the
approved current year Capital Improvement Budget, as detailed in the County’s Fiscal Year 2008/09 to
Fiscal Year 2012/13 Capital Improvement Plan. (See the Summary Schedules section - Summary of
Active Capital Improvement Projects.)

ENTERPRISE FUNDS: The Fiscal Year 2008/09 Adopted Budget for Enterprise Fund expenses

decreased by $46.0 million from fiscal year 2007/08. Significant changes include:

* $7.0 million increase in the Wastewater Reclamation Enterprise Fund, relating to the rehabilitation of
the system, increased inspection/assessment work, increased depreciation, debt service, etc.

* $417,000 increase in the Parking Garages Enterprise Fund

* $2.8 million decrease in Development Services reflecting a slowdown in construction activity

* $50.6 million net decrease in Pima Health System & Services primarily due to the state not awarding
the County an AHCCCS Ambulatory Contract and capping the enrollment for this program at a
significantly reduced amount effective October 1, 2008

» also includes position related adjustments, benefits adjustments, adjustments for one time costs, etc.
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Comparison of Expenditures by Functional Area

Expgndlltures by F/UHC'[IOH Expenditures by Function (000's)
Fiscal Year2008/2009 Fiscal Years 2007/2008-2008/2009
County 500,000 1
Admin

14.9% 400,000+
Public Works

30.6%

300,000 1

Community & 200.0001
Econ Dev '
6.5% 100,000
Medical Justice & 0-
Services Law
26.7% N & o
0 Enforcement " N i N&@D‘\ @\0\9 (\.\&\Cﬁ’q Q\;)\'\N [E2007/2008
21.3% . o o8 o []2008/2009
NS

COUNTY ADMINISTRATION: The Fiscal Year 2008/09 Adopted Budget for expenditures for the
County Administration functional area increased by $22.7 million over fiscal year 2007/08. Major
reasons for the net increase include:

Fiscal Year 2008/09 Adopted Budget for Debt Service Fund expenditures increased $22.6 million
over fiscal year 2007/08. This increase is the net of retired debt and anticipated debt service costs
related to bond and certificates of participation sales to be made in fiscal year 2008/09

$7.2 million increase is reserved in the Budget Stabilization Fund in order to offset the potential
negative financial impacts of the state budget for fiscal year 2008/09 which had not been finalized at
the time of the County’s final budget adoption

$4.8 million to fund the costs of the primary and general elections held in 2008

$1.7 million of funding to settle Pima County’s portion of statewide Tax Court litigation brought by
QWEST Corporation to challenge prior central assessment methodology applied to its property by
the State

$1.6 million of one time unexpended carryover funds from fiscal year 2007/08

$500,000 increase in reserve for potential Solid Waste Program operating losses

$498,000 increase in Contingency Funds to replace reduced federal grants which fund positions in
the criminal justice system

$432,000 of additional funding for equipment to facilitate enhanced election security

$178,000 increase in the Board of Supervisor’s unreserved contingency funds

$475,000 decrease in order to bring the General Fund budgeted reserve to 5% of revenues

$1.8 million reduction in various fiscal year 2007/08 one-time expenditure items in the General Fund
$2.3 million decrease in all General Funded department budgets representing a combined 5%
overall reduction plus a 2.5% reduction in overall administrative costs

$2.4 million of Contingency funds used for an increase in the step plans for commissioned officers,
corrections officers, corrections specialists, and corrections sergeants in FY 2007/08 moved to
Sheriffs’ budget in FY 2008/09

$2.6 million decrease in planned expenditures from the Recorder's Document Storage & Retrieval
Fund as significant one-time projects are completed

$5.3 million decrease in expenditures in the Property Tax Rate Stabilization Special Revenue Fund
as these funds will be moved to the General Fund to offset the impact of reduced state shared sales
and vehicle license tax revenue

also includes the annualization of fiscal year 2007/08 supplemental requests,, other position related
adjustments, benefits adjustments, adjustments for one time costs in other funds, etc.
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COMMUNITY & ECONOMIC DEVELOPMENT: The Fiscal Year 2008/09 Adopted Budget for

expenditures for the Community & Economic Development functional area increased by $3.3 million

over fiscal year 2007/08. Major factors contributing to this net increase are:

*  $3.0 million increase in various Employment & Training and Community Services grants

* $1.0 million increase for various schools related elections costs

e $879,000 increase in the Stadium District in order to use part of the fund balance to undertake
capital improvements including painting and roof repairs

* $455,000 decrease in Economic Development & Tourism Special Revenue Fund

 $711,000 decrease in County Free Library District spending due in part to the elimination of a
transitional contingency fund that is no longer needed

* $963,000 decrease in all General Funded department budgets representing a combined 5% overall
reduction plus a 2.5% reduction in overall administrative costs

» also includes the annualization of fiscal year 2007/08 supplemental requests, other position related
adjustments, benefits adjustments, adjustments for one time costs in other funds, etc.

JUSTICE & LAW ENFORCEMENT: The Fiscal Year 2008/09 Adopted Budget for the Justice & Law
Enforcement functional area increased by $2.5 million over fiscal year 2007/08. This net increase is due
primarily to:

e $2.4 million of funds budgeted in County Administration in FY 2007/08 used for an increase in the
step plans for commissioned officers, corrections officers, corrections specialists, and corrections
sergeants in FY 2007/08 moved to Sheriffs budget in FY 2008/09; additional $2.4 million increase in
FY 2008/09 to annualize the cost of FY 2007/08 salary increases.

« $791,000 in net increases to various Justice & Law Enforcement Special Revenue Funds

* $561,000 increase for continued match of a federal COPS grant that funds 14 Sheriff's deputies

* $2.3 million decrease in all General Funded department budgets representing a combined 5%
overall reduction plus a 2.5% reduction in overall administrative costs

e also includes annualization of fiscal year 2007/08 supplemental requests, other position related
adjustments, benefits adjustments, adjustments for one time costs in other funds, etc.

MEDICAL SERVICES: The Fiscal Year 2008/09 Adopted Budget for the Medical Services functional

area decreased by $45.1 million from fiscal year 2007/08. The main reasons for this net decrease

include:

* $2.3 million of additional funding related to detention health care costs

* $437,000 increase for Public Health operating budget expenditures

e $671,000 increase in Public Health Grants

* $50.6 million net decrease in Pima Health System & Services primarily due to the state not awarding
the County an AHCCCS Ambulatory Contract and capping the enroliment for this program at a
significantly reduced amount effective October 1, 2008

» also includes annualization of fiscal year 2007/08 supplemental requests, other position related
adjustments, benefits adjustments, adjustments for one time costs in other funds, etc.

PUBLIC WORKS: The Fiscal Year 2008/09 Adopted Budget for the Public Works functional area

decreased by a net $85.6 million from fiscal year 2007/08. Significant changes include the following:

* $7.0 million increase in the Wastewater Reclamation Enterprise Fund, relating to the rehabilitation of
the system, increased inspection/assessment work, increased depreciation, debt service, etc.

* $1.0 million increase in Transportation spending for increased public transit spending and motor pool
costs

* $500,000 of additional funds to assume operation of Sportspark

$417,000 increase in the Parking Garages Enterprise Fund

$480,000 net decrease in Environmental Quality operating budget expenditures

$720,000 decrease in Solid Waste Management in part the result of anticipated landfill closures

$2.8 million decrease in Development Services reflecting a slowdown in construction activity

* $4.5 million decrease in the Regional Flood Control District primarily due to nearly completed flood
damage repairs resulting from a significant flood event in July 2006 and a reduction in the district’'s
secondary property tax rate
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* $84.1 million decrease in Capital Projects Fund expenditures based on the implementation of the
approved current year Capital Improvement Budget, as detailed in the County’s Fiscal Year 2008/09
to Fiscal Year 2012/13 Capital Improvement Plan. (See the Summary Schedules section — Summary
of Active Capital Improvement Projects.)

» also includes annualization of fiscal year 2007/08 supplemental requests, other position related
adjustments, benefits adjustments, adjustments for other one time costs, increased depreciation,
etc.

Comparison of Revenues

Please refer to the Revenue Sources section for an analysis of significant revenue variances and
trends.

Projected Net Changes in Fiscal Year End Fund Balances/Net Assets

The following funds are projected to experience significant changes (10% or more) in ending fund
balances or net assets in fiscal year 2008/09:

General Fund

Due to a change in the method of budgeting for the ending fund balance implemented in fiscal year
2007/08, the adopted ending fund balance for the General Fund is zero, a net decrease of $27.7 million
from the budgeted beginning fund balance. General Fund expenditures include $24.0 million, an
amount equal to the expected ending fund balance, to represent a General Fund Reserve in order for
the County to be in compliance with state statute. Changes other than this reserve represent a net
decrease of $3.7 million from the beginning fund balance. Major factors contributing to this decrease are
discussed under the Budget Issues Tab (pages 4-10 thru 4-12).

Special Revenue Funds

The fiscal year 2008/09 adopted ending fund balance for all Special Revenue Funds is $39.3 million, a
net decrease of $24.9 million from the budgeted beginning fund balance. Major factors contributing to
this decrease include net reductions/increases in the various special revenue fund and grant fund
balances reflecting increases or decreases in the 8 major and nearly 60 minor County funds due to
restricted funds being spent on their specified services. These funds account for such diverse functions
as Transportation, Flood Control, Public Health, Solid Waste Management, the County Free Library,
Stadium District, Justice and Law Enforcement Grants, etc.

Debt Service Fund

The fiscal year 2008/09 adopted ending fund balance for the Debt Service Fund is $12.7 million, a net

increase of $2.2 million from the budgeted beginning fund balance. Major factors contributing to this

increase include:

« $22.6 million increase in overall debt service payments. This increase is the net of retired debt and
anticipated debt service costs related to bond sales and the issuance of Certificates of Participation
to be made in fiscal year 2008/09

« $912,000 dollar increase in projected secondary property tax collections

o $22.9 million net increase in operating transfers in

Capital Projects Fund

The fiscal year 2008/09 adopted ending fund balance for the Capital Projects Fund is $108.0 million, a
net decrease of $29.9 million from the budgeted beginning fund balance as existing bond and non-bond
funds are expended in the implementation of the approved current year Capital Improvement Budget, as
detailed in the County’s proposed fiscal year 2008/09 to 2012/13 Capital Improvement Plan. (See the
Summary Schedules section - Summary of Active Capital Improvement Projects)
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Enterprise Funds

The fiscal year 2008/09 adopted ending net assets for all Enterprise Funds is $153.8 million, a net
increase of $25.9 million over the budgeted beginning net assets. Major factors contributing to this
increase include:

e $26.5 million increase in the Wastewater Reclamation Enterprise Fund due to a combination of
increases in sewer revenue and connection fees offset by increased operating costs, and $28.9
million in additional bond funds

e $956,000 decrease in net assets of the Development Services Enterprise Fund

A summary table of beginning and ending fund balances/net assets for all funds is located on pages 8-2
through 8-4 of the Summary Schedules section.
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ADOPTED FULL TIME EQUIVALENT POSITIONS
FISCAL YEARS 2006/2007 - 2008/2009

ADOPTED REVISED ADOPTED CHANGE
FUNCTIONAL AREA/SUPER DEPARTMENT 2006/2007 2007/2008 2008/2009 07/08 to 08/09

COUNTY ADMINISTRATION

ASSESSOR 161.0 161.0 160.5 (0.5)
BOARD OF SUPERVISORS 211 24.4 23.7 0.7)
CLERK OF THE BOARD 19.0 19.0 18.0 (1.0)
COUNTY ADMINISTRATOR 16.3 15.8 14.8 (1.0)
ELECTIONS 14.0 15.0 18.0 3.0
FINANCE & RISK MANAGEMENT 112.6 123.5 125.9 2.4
FORENSIC SCIENCE CENTER 27.5 30.1 29.0 (1.1)
HUMAN RESOURCES 40.9 37.5 38.0 0.5
INFORMATION TECHNOLOGY 120.6 137.0 129.7 (7.3)
PROCUREMENT 33.8 34.0 32.5 (1.5)
RECORDER 66.0 57.0 67.0 10.0
TREASURER 41.0 41.0 40.0 (1.0)
TOTAL COUNTY ADMINISTRATION 673.8 695.3 697.1 1.8

COMMUNITY & ECONOMIC DEVELOPMENT

COMMUNITY & ECONOMIC DEVELOPMENT ADMIN 7.6 8.0 7.0 (1.0)
COMMUNITY DEVELOP & NEIGHBORHOOD CONSERV 27.5 27.5 26.5 (1.0)
COMMUNITY RESOURCES 72.9 77.0 85.7 8.7
COMMUNITY SVCS, EMPLOYMENT & TRAINING 115.3 116.9 117.3 0.4
COUNTY FREE LIBRARY 337.9 357.5 378.5 21.0
ECONOMIC DEVELOPMENT & TOURISM 2.0 5.0 5.0 0.0
SCHOOL SUPERINTENDENT 15.4 16.0 15.0 (1.0)
STADIUM DISTRICT 1.4 14.6 4.6 (10.0)
TOTAL COMMUNITY & ECONOMIC DEVELOPMENT 590.0 622.5 639.6 17.1

JUSTICE & LAW ENFORCEMENT

CLERK OF SUPERIOR COURT 230.1 226.2 2215 (4.7)
CONSTABLES 13.0 13.0 13.0 0.0
COUNTY ATTORNEY 402.2 441.3 447.4 6.1
INDIGENT DEFENSE 197.7 218.5 2255 7.0
JUSTICE COURT AJO 9.8 10.8 10.8 0.0
JUSTICE COURT GREEN VALLEY 8.5 9.1 9.5 0.4
JUSTICE COURTS TUCSON 118.0 122.3 122.1 (0.2)
JUVENILE COURT 557.3 582.1 569.5 (12.6)
OFFICE OF COURT APPOINTED COUNSEL 11.0 10.0 9.2 (0.8)
PUBLIC FIDUCIARY 36.1 37.6 37.1 (0.5)
SHERIFF 1,365.0 1,386.6 1,411.2 24.6
SUPERIOR COURT 653.2 664.0 663.5 (0.5)
TOTAL JUSTICE & LAW ENFORCEMENT 3,601.9 3,721.5 3,740.3 18.8
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ADOPTED FULL TIME EQUIVALENT POSITIONS
FISCAL YEARS 2006/2007 - 2008/2009

ADOPTED REVISED ADOPTED CHANGE
FUNCTIONAL AREA/SUPER DEPARTMENT 2006/2007 2007/2008 2008/2009 07/08 to 08/09

MEDICAL SERVICES

INSTITUTIONAL HEALTH 27.0 27.0 31.5 4.5
PIMA HEALTH SYSTEM & SERVICES 968.2 992.4 700.2 (292.2)
PUBLIC HEALTH 368.5 3751 391.8 16.7
TOTAL MEDICAL SERVICES 1,363.7 1,394.5 1,123.5 (271.0)

PUBLIC WORKS

CAPITAL PROJECTS 11.0 10.5 10.5 0.0
DEVELOPMENT SERVICES 183.0 182.0 135.3 (46.7)
ENVIRONMENTAL QUALITY 62.8 60.4 52.5 (7.9)
FACILITIES MANAGEMENT 166.6 173.0 176.0 3.0
FLEET SERVICES 56.0 57.0 62.2 5.2
GRAPHIC SERVICES 20.6 20.6 21.6 1.0
NATURAL RESOURCES, PARKS & RECREATION 261.8 283.8 293.0 9.2
PUBLIC WORKS ADMINISTRATION 35.5 37.5 38.4 0.9
REGIONAL FLOOD CONTROL DISTRICT 63.0 75.4 67.0 (8.4)
SOLID WASTE MANAGEMENT 52.6 53.0 42.6 (10.4)
TRANSPORTATION 416.7 425.9 414.7 (11.2)
WASTEWATER RECLAMATION 570.7 583.7 5991 15.4
TOTAL PUBLIC WORKS 1,900.3 1,962.8 1,912.9 (49.9)
TOTAL FUNCTIONAL AREAS 8,129.7 8,396.6 8,113.4 (283.2)
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Major net changes in Full Time Equivalent (FTE) positions from fiscal year 2007/08 to 2008/09
are generally explained below:

FTEs in County Administration increased by 1.8 or less than 0.3%. Major factors contributing to
this net increase include:

10.0 FTE increase in the Recorder due to the addition of temporary elections workers for
the 2008 primary and general elections

3.0 FTE increase in Communications due to the transfer of three positions from the
Information Technology Department

3.0 FTE increase in the Elections department due to the addition of three new positions
to help with increased elections activities and reporting requirements

2.4 FTE net increase in Finance & Risk Management primarily due to the transfer of
financial systems information technology positions from Information Technology to other
County departments, partially offset by eliminating some vacant positions and reducing
hours for some positions

6.3 FTE net decrease in various other County Administration departments mainly due to
eliminating or reducing hours of vacant positions

10.3 FTE net decrease in Information Technology due to the transfer of some positions
to other departments, eliminating some vacant positions, and reducing hours for some
positions

FTEs in Community & Economic Development increased by 17.1 or 2.7%. Major factors
contributing to this net increase include:

21.0 FTE net increase in County Free Library due to positions added for 2 branches
opening in May 2008 and one planned for fiscal year 2008/09

8.7 FTE net increase in Community Resources primarily due to the addition of 8 Trades
Maintenance positions that were previously budgeted in the Stadium District. In addition
Pima Vocational High School budgeted additional hours for an Educational Services
Coordinator

10.0 FTE net decrease in the Stadium District primarily due to the transfer of Trades
Maintenance positions to Community Resources

2.6 FTE net decrease in various other Community & Economic Development
departments

FTEs in Justice & Law Enforcement increased by 18.8 or 0.5%. Major factors contributing to
this net increase include:

6.2 FTE increase in Indigent Defense General Fund positions due to the increase in
attorney positions to offset contract attorney costs

9.7 FTE increase in Sheriff General Fund positions due to annualization from
supplemental package funding for new Border Crime Unit, the transfer of positions from
the Risk Management, and positions for Restoration to Competency program.

13.7 FTE net increase in various Justice and Law enforcement special revenue fund and
grant departments

3.0 FTE decrease in the County Attorney General Fund positions due to a decrease in
hours funded to existing positions

5.4 FTE decrease in Clerk of the Superior Court General Fund positions due to a
decrease in hours funded to existing positions
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1.0 FTE decrease in Juvenile Court General Fund positions due to a decrease in hours
funded to existing positions.

0.8 FTE decrease in Office of Court Appointed Counsel positions due to a decrease in
hours funded to existing positions.

FTEs in Medical Services decreased by 271.0 or 19.4%. Major factors contributing to this net
decrease include:

4.5 FTE increase in Institutional Health primarily due to personnel for Restoration to
Competency program

292.2 FTE decrease in Pima Health System and Services primarily due to contracting
out the Attendant Care Worker program and the reduction in membership for the
AHCCCS acute care plan requiring less personnel

16.7 FTE increase in Public Health primarily due to adjustments to hours funded for
existing positions

FTEs in Public Works decreased by 49.9 or 2.5%. Major factors contributing to this net increase
include:

3.0 FTE increase in Facilities Management due to 2 new Industrial Hygienists positions
and additional hours for existing positions

5.2 FTE increase in Fleet Services due to new 6 Trades Maintenance positions and a
new OSL Il position all budgeted at 1560 hours

9.2 FTE increase in Natural Resources, Parks & Recreation due to a new Accounting
Support Specialist, 3 new Trades Maintenance positions, and additional hours for existing
regular and intermittent positions to maintain new parks facilities coming on line in fiscal
year 2008/09

15.4 increase in Wastewater Reclamation due to 9.0 FTEs transferring in from other
County departments, 6.0 FTEs for new positions and additional hours

46.7 FTE decrease in Development Services due to unfunding of 33.7 FTEs and transfer
out to other County departments of 13.0 FTEs

11.2 FTE decrease in Transportation due to reducing hours or unfunding FTEs

10.4 FTE decrease in Solid Waste Management due to reducing hours or unfunding
FTEs

8.4 FTE decrease in Regional Flood Control due to unfunding or reducing hours of 6.4
FTEs and net transfers resulting in a decrease of 2.0 FTEs

7.9 FTE decrease in Environmental Quality due to unfunding of 7.0 FTEs and reducing
hours

1.9 net FTE increase in various other Public Works departments

5-20



Pima County FY 2008/2009 Adopted Budget
PIMA COUNTY CAPITAL IMPROVEMENT PROGRAM SUMMARY
Introduction

Pima County’s Fiscal Year 2008/09 Adopted Budget for its Capital Improvement Program (CIP)
consists of eleven categories: Wastewater Reclamation; Transportation; Facilities Management; Open
Space; the Regional Flood Control District; Natural Resources, Parks and Recreation; Cultural
Resources; Sheriff's for the Regional Public Safety Communications System; Neighborhood/Housing
Reinvestment; Solid Waste Management; and Information Technology.

Distinct from the CIP, Pima County’s Capital Projects Fund includes the approved projects for all
categories except Wastewater Reclamation. Because Wastewater Reclamation is an Enterprise Fund,
its projects are accounted for within the Wastewater Reclamation operating fund, and expenditures
are capitalized according to generally accepted accounting principles. Wastewater Reclamation
projects are included in the narrative section of this report, while the charts and tables address only
the projects in the Capital Projects Fund.

This report provides an overview of Pima County’s CIP for fiscal year 2008/09, summary data for
projects that are part of the adopted Capital Projects Fund for fiscal year 2008/09, and projected
operations and maintenance (O&M) data for fiscal year 2008/09 and the following four years.

Overview

In two special elections in 1997, Pima County voters approved $711,980,000 in general obligation,
sewer revenue, and Highway U