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PREFACE

The Fiscal Year 2016/2017 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 three-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 2016/2017 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 Schedule of Estimated Revenues and
Expenditures/Expenses (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 2016/2017.

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: October 12, 2016

To:  The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Administfa
Re: Fiscal Year 2016/2017 Adopted Budget

Transmitted herewith is the budget for Fiscal Year 2016/17, as adopted by the Board of
Supervisors on July 5, 2016. This document provides the detail for the Fiscal Year 2016/17
budget, which totals $1,232,771,605 in expenditures and $1 ,071,188,745 in revenues.

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 regarding their revenues, authorized expenditures, staffing levels, programs,
goals and performance measures. The department information is divided into five broad
functional areas; General Government Services, Community Resources, Health Services,
Justice and Law, 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, administrative staff and the staff of the Budget Division. All those involved
are to be commended for their efforts and contributions.

It should also be noted the Fiscal Year 2015/16 budget document received the Distinguished
Budget Presentation Award from the Government Finance Officers Association. This is the
18™ consecutive year the County’s budget was so recognized.
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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 in the area.

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 9,189 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 15.3
percent of the County’s land ownership, and 28.4 percent is held by Federal agencies as wildlife
refuges, national forests, national parks and monuments. Military reserves and bases occupy
1.1 percent, and local government holdings, including Pima County property, account for 2.9
percent. Privately owned lands comprise 10.2 percent of the County’s total acreage. Foreign
trade zones encompass 364 acres on three sites in the metropolitan Tucson area. South
Tucson and portions of the City of Tucson are located in an Empowerment Zone. Employment
tax credits, property tax reductions and other incentives to reduce operating costs are available
for businesses locating within these zones.

CLIMATE CHARACTERISTICS

Month with Highest  Month with Lowest Annual
Average Average Average

Daily Max Temperature?! June (100.3°) December (64.8°) 83.1°
Daily Min Temperature! July (74.4°) December (39.1°) 55.8°
Average Precipitation® August (2.39") June (0.20") Total Rainfall 11.59"
Possible Sunshine? June (93%) July (78%) 85%
Relative Afternoon December (34%) June (13%) 25%
Humidity?
Average Wind Speed? April (7.9 mph) December (6.3 mph) 7.1 mph

! Source: National Climatic Data Center 1981-2010 Monthly Normals
2 Source: Western Regional Climate Center. Average wind speed is based on years 2001 through 2011.
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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
Regional Transportation Authority funded transit services 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. Five airlines provide air service to Arizona cities and other states for
3.18 million annual passenger departures/arrivals. Four 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
The corporate income tax in Arizona for 2016 is 5.5 percent of taxable income, with a $50
minimum tax. The tax rate will decrease to 4.9 percent in 2017 and remain the same thereafter.

SALES TAX

Arizona has a general sales tax rate of 5.6 percent. South Tucson has a general sales tax of
4.5 percent, Marana and Oro Valley each have a general sales tax rate of 2.5 percent, and both
Sahuarita and Tucson have 2 percent general sales 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.
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PAYROLL TAX

Payroll taxes for employers and employees in Arizona are paid when federal filings are made.
Employees select a state income tax withholding rate between 0.8 and 5.1 percent of their
taxable wages, net of pre-tax deductions such as health insurance premiums. Employers must
pay an unemployment insurance premium that ranges from .03 percent to 8.91 percent on the
first $7,000 of wages for each employee during the calendar year based on the employer’s
rating.

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

Information section.
POPULATION CHARACTERISTICS

Population increased 84 percent between 1980 and 2010. Shown below are historical census
population statistics for the County, unincorporated areas of the County, and the state of
Arizona.

POPULATION

1980 1990 2000 2010
Pima County - Total 531,443 666,880 843,746 980,263
Unincorporated Pima County 191,189 245,219 305,059 353,264
Arizona 2,716,546 3,665,228 5,130,632 6,392,017

Source: U.S. Bureau of the Census. (Census population count on April 1 of each year.)

POPULATION GROWTH RATES
Average Annual Compounded Rate of Change

1980 - 1990 1990 - 2000 2000 - 2010
Pima County - Total 2.3% 2.4% 1.5%
Unincorporated Pima County 2.5% 2.2% 1.5%
Arizona 3.0% 3.4% 2.2%

Source: Pima County Budget Division.

AGE DISTRIBUTION
2010 Census

30.0%

25.0%

20.0% A

15.0% A

10.0% A

5.0% -

0.0% -
0-14 15-24 25-44 45 - 64 65 & over

B United States OArizona B Pima County

Source: Bureau of the Census, 2010 Census.
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POPULATION DIVERSITY

Racial Mix
(PERCENT OF TOTAL POPULATION, 2010)

Native Asian African
Hawaiian 2.6%
0.2%

3.7%

Other
Races
12.3%

White
74.3%

Source: Bureau of the Census, 2010 Census.

2 or more
Races

American
Indian
3.3%

White & Hispanic/Latino
(PERCENT OF TOTAL WHITE POPULATION, 2010)

Not
Identified

10.1%

White
alone
55.3% ) )
Hispanic
or Latino
34.6%

Source: Bureau of the Census, 2010 Census.

EMPLOYMENT CHARACTERISTICS

UNEMPLOYMENT RATES

2010 2011
Pima County 9.3% 8.5%
Arizona 10.4% 9.5%
United States 9.6% 8.9%

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

EMPLOYMENT BY INDUSTRY

2012 2013 2014 2015
7.4% 6.8% 6.0% 5.6%
8.3% 7.7% 6.8% 6.1%
8.1% 7.4% 6.2% 5.3%

Percent of Non-Farm Employment, 2015

Mining & Logging

Government

20.7%

Other Services
3.5%

Leisure & Hospitality
11.7%

Education & Health
Services
17.1%

0.6%

Construction
4.0%

Manufacturing
6.1% Tl’ade,

Transportation, &
Utilities
16.5%

Information
1.2%

~~_Financial Activities

4.8%

Professional &
Business Services
13.8%

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

1-5



Pima County FY 2016/2017 Adopted Budget

MAJOR EMPLOYERS (Employers with 1,900 or more employees)

Employees
Company Employment Sector 2014 2015
University of Arizona Government (College Education) 11,235 11,251
Raytheon Missile Systems Manufacturing 9,600 9,600
State of Arizona Government 8,524 8,580
Davis-Monthan Air Force Base Government (Military) 8,335 8,406
Pima County * Government 7,255 7,061
Tucson Unified School District Government (K -12 Education) 7,134 6,770
Banner — University Medical Center Services (Health) 6,542 6,272
U.S. Customs and Border Protection ** Government 6,470 5,739
Freeport-McMoran Copper & Gold Inc. Mining 5,800 5,530
Wal-Mart Stores Inc.*** Trade (Retail) 5,400 5,500
City of Tucson * Government 4,782 4,782
Tohono O’odham Nation Government 4,350 4,350
Carondelet Health Network Services (Health) 3,943 3,860
TMC HealthCare Services (Health) 2,976 3,162
Southern Arizona VA Health Care System Government (Health) 2,255 2,464
Fry’s Food Stores *** Trade (Grocery) 2,136 2,346
Pima Community College Government (College Education) 2,207 2,235
Asarco Mining 2,427 2,200
Sunnyside Unified School District Government (K-12 Education) 2,200 2,100
Afni, Inc. Call Center, Business Services 2,220 1,900

* Budgeted full-time equivalents reported by Pima County and City of Tucson for fiscal years 2014/15 and 2015/16.
™ U.S. Customs and Border Protection says its FTE count is flat year-over-year and the 2014 count was flawed.
** Employee counts for 2015/16 are based on Star estimates.

Source: Star 200 Directory, published by The Arizona Daily Star (April 24, 2016) and Pima County Budget Division.

MAJOR MANUFACTURERS (Manufacturers with 300 or more employees)

Employees
Company Type of Business 2014 2015
Raytheon Missile Systems Military and Defense 9,600 9,600
Ventana Medical Systems Manufacturing and Research 1,200 1,286
Bombardier Aerospace Aerospace and Aircraft 865 984
IBM * Manufacturing and Research 915 900
Honeywell Aerospace * Aerospace and Aircraft 800 715
Hexcel Manufacturing and Research 500 500
Texas Instruments, Inc. * Manufacturing and Research 370 370
CAID Industries Inc. Manufacturing and Research 251 352
Frito-Lay Manufacturing and Research 325 325
Sargent Aerospace & Defense Aerospace and Aircraft 315 310

* Employee counts for 2015/16 are based on Star estimates.

Source: Star 200 Directory, published by The Arizona Daily Star (April 24, 2016).
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EMPLOYMENT BY INDUSTRY based on North American Industry Classification System (NAICS)

Industry 2010 2011 2012 2013 2014 2015
Trade, Transportation & Utilities 57,200 58,000 58,000 59,200 60,600 60,600
Educational & Health Services 58,400 59,900 61,000 61,600 61,500 63,000
Professional & Business Services 46,200 47,100 48,900 49,900 50,000 50,800
Leisure & Hospitality 38,200 39,100 40,300 40,100 41,600 43,000
Manufacturing 23,800 23,300 23,200 23,000 22,500 22,600
Construction 15,100 14,500 14,400 15400 14,800 14,600
Financial Activities 17,200 16,900 16,900 17,300 17,500 17,600
Information 4,500 4,400 4,500 4,500 4,400 4,500
Mining & Logging 1,800 1,900 2,100 2,300 2,300 2,300
Other Services 12,700 12,500 12,800 12,600 13,100 12,700
Government 78,200 76,800 77,700 77,200 77,000 76,300
Total Non-Farm Employment 353,300 354,400 359,800 363,200 365,200 368,100

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, 2015

Occupations
Office and Administrative Support
Sales and Related
Food Preparation and Serving Related
Healthcare Practitioners and Technical
Education, Training, and Library
Management
Personal Care and Service
Transportation and Material Moving
Business and Financial Operations
Installation, Maintenance and Repair
Construction and Extraction

Building and Grounds Cleaning and Maintenance

Protective Service

Production

Computer and Mathematical
Healthcare Support
Community and Social Service
Architecture and Engineering

Arts, Design, Entertainment, Sports, and Media

Life, Physical, and Social Science
Legal
Farming, Fishing, and Forestry

Percent of Total

Source: U.S. Department of Labor, Bureau of Labor Statistics, May 2016.

17.5%
10.1%
10.1%
6.5%
6.3%
4.9%
4.7%
4.6%
4.3%
4.2%
3.7%
3.3%
3.3%
3.2%
3.0%
2.8%
2.2%
1.9%
1.4%
1.2%
0.7%
0.1%

NEW COMPANIES IN PIMA COUNTY (New company announcements from July 2014 to June 2016)

Company Name

Product or Service

Comcast Cable Business Services — Call Center
HomeGoods Distribution Center for Retailer
Caterpillar Construction and Mining Equipment
ADP Professional and Business Services

Tucson Premium Outlets
World View Enterprises

Retail trade — Outlet Mall
Manufacturing — Balloons for Space Exploration

Projected
# of Jobs
1,125

910

600

450

450

400

Sources: Univ. of Arizona Economic & Business Research Center & Tucson Regional Economic Opportunities, Inc.
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CONSTRUCTION ACTIVITY
PIMA COUNTY VALUE OF NEW PRIVATELY OWNED HOUSING UNITS AUTHORIZED

Value of New Privately Owned Housing Units in $ Millions

$1,600
$1,400 -
$1,200 -
$1,000 -
$800 A
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$400

jllllllllf

$200
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Source: U.S. Department of Commerce, United States Census Bureau

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

$9,000 Retail Sales in $ Millions

$8,000

$7,000 A
$6,000 A
$5,000 A
$4,000 A
$3,000 A
$2,000 A
$1,000 A
$0 - T T T T T T T T T
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Source: Arizona Department of Revenue & Pima County Budget Division.



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; public 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 for the Air Quality Control
District, the Board of Deposit, the Regional Flood Control District, various improvement districts, the
Library District, the Stadium District, and as the Zoning Enforcement Board of Appeals. They are
members of several statutory boards, commissions, and/or committees and various regional
organizations such as the Pima Association of Governments, Visit Tucson, and the Sun Corridor
(formerly known as the Tucson Regional Economic Opportunities Board). The Board of Supervisors is
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 General Government
Services, Community Resources, Health Services, Justice & Law, 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:

GENERAL GOVERNMENT SERVICES

General Government Services 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 Office; County Administrator;
Elections; Facilities Management; General Government Services Administration; Finance & Risk
Management; Fleet Services; Human Resources; Information Technology; Non Departmental;
Procurement; Recorder; and the Treasurer.

COMMUNITY RESOURCES

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

HEALTH SERVICES

Health Services provides various public health and animal control services, as well as medical
assistance to indigents. The component departments are Behavioral Health; Environmental Quality;
Health; Office of Emergency Management and Homeland Security, and Wireless Integrated Network.

JUSTICE & LAW

Justice & Law 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 1V-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;
Forensic Science Center; Justice Court Ajo; Justice Court Green Valley; Justice Courts Tucson;
Juvenile Court; Public Defense Services; Sheriff; and Superior Court.

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; Office of Sustainability & Conservation; Project Management
Office; Public Works Administration; Real Property; Regional Flood Control District; Regional
Wastewater Reclamation; and Transportation.
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THE BUDGETARY PROCESS

FUND COMPOSITION

The County adopts budgets for all governmental and enterprise funds. The internal service funds,
Fleet Services, Health Benefits Trust, IT Leased Hardware, Enterprise Software, and Server Storage;
Risk Management, and Telecommunications, 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 unit/object line item basis. Fiscal year
1998/1999 was the first year the budget presentation included and emphasized the programmatic
components of County services. Accordingly, the fiscal year 2016/2017 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 next 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 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
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than noted solely by the spending ceilings granted by the Board of Supervisors.

To monitor compliance with these budgetary constraints, departments prepare both revenue and
expenditure projections on a monthly basis and the projections are 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 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 new positions,
6) annualized 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 personnel services, operating
expenses, 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 first Monday in August, for the adoption of the budget
covering the fiscal year that began July 1.



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 2016/17-2020/21 and beyond is provided in the Capital Improvement Program 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 2016/17 is provided

below.

October 30, 2015

October 30, 2015

October/ November 2015
January 8, 2016

March 4, 2016

March 18, 2016

March 18, 2016 — April 8, 2016
April 19 and 26, 2016

April 29, 2016

May 3, 10 and 17, 2016

May 24, 2016

June 7, 2016

July 5, 2016
August 15, 2016

Planning and Budgeting System (the budget system) released for
budgeting

Base target budgets for General Fund departments, assumptions,

location of SharePoint site and other information are distributed to
departments

Budget training for department representatives

Operational, Grant and CIP Budgets due to the Budget Division,
Grants Management and Finance CIP from departments

County Administrator department meetings regarding CIP budgets
County Administrator meets with County Budget Division staff
County Administrator gives direction to the Budget Division

Fiscal year 2016/17 Requested Budget Hearings

County Administrator submits Recommended Budget to the Board
Fiscal year 2016/17 Requested Budget Hearings

Board of Supervisors Tentative Budget adoption

Board of Supervisors Overall Tentative Budget adoption

Board of Supervisors Final Budget adoption

Board of Supervisors adoption of the Levy of Taxes

2-5



PIMA COUNTY ORGANIZATIONAL CHART

RESIDENTS
OF
PIMA COUNTY
Elected Officials Elected Officials
""""""""""""""""" BOARD OF T T T
SUPERVISORS
ASSESSOR
RECORDER
CLERK OF THE CLERK OF
SUPERIOR THE BOARD
COURT
SCHOOL
SUPERINTENDENT
CONSTABLES
: COUNTY
ADMINISTRATOR SHERIFF
COUNTY
ATTORNEY
SUPERIOR/
DEPUTY COUNTY JUVENILE
JUSTICE COURTS ADMINSTRATORS COURT
TREASURER
GENERAL
COMMUNITY HEALTH JUSTICE & LAW
G%\llsiwaEiNT RESOURCES SERVICES ENFORCEMENT PUBLIC WORKS

2-6



Pima County FY 2016/2017 Adopted Budget

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 Statutes (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 property taxation and secondary property
taxation. This amount, plus all other sources of revenue, as estimated, and restricted and
unrestricted 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 8§ 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 § 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
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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.

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 2016/17 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 8§ 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. Starting in 2016, truth in
taxation requirements also apply to the County Free Library District and the Flood Control
District.

ARS § 42-17107 requires a public truth in taxation hearing be held prior to the Board’s approval

of the adopted budget. Furthermore, ARS 8§ 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
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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.

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 property tax rates.

ARS § 42-17151 requires the primary property tax levy and rate and the secondary property tax
levy and rate adopted by the Board of Supervisors shall be fixed using the net assessed values
of real and personal property from the assessment roll of the County as transmitted pursuant to
ARS 8§ 42-17052 by the Assessor on or before February 10th of each year, unless subsequent
changes in such values are 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
levies and rates in the adopted budgets of the County Free Library District and the Flood
Control District.

A copy of the Board of Supervisors’ resolution for the levy of taxes for fiscal year 2016/17 is
provided on pages 3-11 through 3-26.

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 taxable 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 taxable 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 taxable net assessed value of real
property in the County to pay the expenses of the Regional 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 is an exception, however,
as ARS 848-807 limits the Fire District Assistance Tax to a rate not to exceed ten cents per
$100 of taxable net assessed valuation.



Pima County FY 2016/2017 Adopted Budget

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. 2016 - _41

PIMA COUNTY RESOLUTION FOR THE ADOPTION OF THE BUDGET
FISCAL YEAR 2016/2017

The Board of Supervisors of Pima County, Arizona finds:

1. On June 7, 2016, in accordance with A.R.S. §42-17101 et seq., the Board of
Supervisors made an estimate of the different amounts required to meet the
public expenditures of the County for the ensuing year, 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.

2. The estimates were published as required by law, together with a notice that the
Board would hold a public hearing and special board meeting on this date for the
purpose of hearing taxpayers.

3. The public hearing was duly held today, at the time and place designated in the
published notice, at which any taxpayer was privileged to appear and be heard
in favor of or against any of the proposed expenditures or tax levies.

NOW, THEREFORE, BE IT RESOLVED, that the estimates of revenues and expenditures'
shown on the accompanying schedules are adopted as the budget of Pima County for the
Fiscal Year 2016/2017.

Passed and adopted this 5th day of July, 2016.

éf%\rlvm
Chalr
Pima County Board of Supervisors

ATTEST: APPROVED AS TO FORM:

. . - / A/
%@W ( “Poane % A
Clerk of the Board // De‘@ounty Attorney
REGINA NASSEN

46965/ 00267275/ v 1
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RESOLUTION NO. 2016 - LD_1

PIMA COUNTY RESOLUTION FOR THE ADOPTION OF THE
COUNTY FREE LIBRARY DISTRICT BUDGET
FISCAL YEAR 2016/2017

The Board of Supervisors, sitting as the Board of Directors of the Pima County Free Library
District (the “District”), finds:

1.

_C;J

On May 24, 2016, in accordance with A.R.S. §§ 42-17101 et seq. and 48-3903,
the Board of Supervisors, sitting as the District Board, made an estimate of the
different amounts required to meet the public expenditures of the District for the
ensuing year, 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
District.

The estimates were published as required by law, together with a notice that the
Board would hold a public hearing and special board meeting on this date for the
purpose of hearing taxpayers.

The public hearing was duly heid ‘touay, at the time and piace designated in the
published notice, at which any taxpayer was privileged to appear and be heard
in favor of or against any of the proposed expenditures or tax levies.

NOW, THEREFORE, BE IT RESOLVED, that the estimates of revenues and expenditures
shown on the accompanying schedules are adopted as the budget of District for the Fiscal
Year 2016/2017.

Passed and adopted this 21st day of June, 2016.

ATTEST:

o ormsani 21 201
Chair
Pima County Free Library District Board

APPROVED AS TO FORM:

%‘@M% C %fa%f Se.

Clerk of the Board (/ pg{@ounty Attorney
REGIN

A NASSEN

46965/ 00267282/ v 1
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RESOLUTION NO. 2016 - FC_1

PIMA COUNTY RESOLUTION FOR THE ADOPTION OF THE
FLOOD CONTROL DISTRICT BUDGET
FISCAL YEAR 2016/2017

The Board of Supervisors, sitting as the Board of Directors of the Pima County Flood
Control District (the “District”), finds:

1. On May 24, 2016, in accordance with A.R.S. §§ 42-17101 et seq. and 48-3620,
the Board of Supervisors, sitting as the District Board, made an estimate of the
different amounts required to meet the public expenditures of the District for the
ensuing year, an estimate of revenue from sources other than direct taxation,
and the amount to be raised by taxation upon real property of the District.

2. The estimates were published as required by law, together with a notice that the
Board would hold a public hearing and special board meeting on this date for the
purpose of hearing taxpayers.

3. The public hearing was duly held today, at the time and place designated in the
published notice, at which any taxpayer was privileged to appear and be heard
in favor of or against any of the proposed expenditures or tax levies.

NOW, THEREFORE, BE IT RESOLVED, that the estimates of revenues and expenditures

shown on the accompanying schedules are adopted as the budget of District for the Fiscal
Year 2016/2017.

Passed and adopted this 21st day of June, 2016.

MWS@

Chair
Pima County Flood Control District Board

ATTEST: APPROVED AS TO FORM:

M(W

Clerk of the Board d

46965 /00267279 / v 1 |
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RESOLUTION NO. 2016 - SD_1

PIMA COUNTY RESOLUTION FOR THE ADOPTION OF THE
STADIUM DISTRICT BUDGET
FISCAL YEAR 2016/2017

The Board of Supervisors, sitting as the Board of Directors of the Pima County Stadium
District (the “District”), finds:

1. On May 24, 2016, in accordance with A.R.S. §§ 42-17101 et seq. and 48-4232,
the Board of Supervisors made an estimate of the different amounts required to
meet the public expenditures of the District for the ensuing year, together with
the other estimates required by 48-4232.

2. The estimates were published, together with a notice that the Board would hold
a public hearing and special board meeting for the purpose of hearing taxpayers.

3. The public hearing was duly held today, at the time and place designated in the
published notice, at which any taxpayer was privileged to appear and be heard
in favor of or against any of the proposed expenditures or tax levies.

NOW, THEREFORE, BE IT RESOLVED, that the estimates of revenues and expenditures
shown on the accompanying schedules are adopted as the budget of the District for the
Fiscal Year 2016/2017.

- Passed and adopted this 21st day of June, 2016.

%ﬂno\fm&msw&m 212016
Chair
Pima County Stadium District Board

ATTEST: APPROVED AS TO FORM:
Clerk of the Board // Deptity/County Attorney
GINA NASSEN

46965/ 00267286/ v 1
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RESOLUTION NO. 2016 —___ 50

RESOLUTION OF THE PIMA COUNTY BOARD OF SUPERVISORS
FOR THE LEVY OF TAXES FOR FISCAL YEAR 2016/2017

The Board of Supervisors of Pima County, Arizona finds:

1.

In accordance with the provisions of A.R.S. §§ 42-17101 to 42-17110, 48-
252, and 48-3620, the Board of Supervisors, acting as the governing board
of the Pima County Flood Control District, on May 24, 2016, made an
estimate of the different amounts required to meet the public expenditures of
the district for the 2016/2017 fiscal year and, on June 21, 2016, following a
public hearing, adopted the budget of the district and determined the amount
of its property tax levy.

In accordance with the provisions of A.R.S. §§ 42-17101 to 42-17110, 48-
252, and 48-3903, the Board of Supervisors, acting as the governing board
of the Pima County Free Library District, on May 24, 2016, made an estimate
of the different amounts required to meet the public expenditures of the
district for the 2016/2017 fiscal year and, on June 21, 2016, following a
public hearing, adopted the budget of the district and determined the amount
of its property tax levy.

In accordance with the provisions of A.R.S. §§ 35-451 and 42-17101 to 42-
17110, the Board of Supervisors, on June 7, 2016, made an estimate of the
different amounts required to meet the public expenditures of Pima County
for the 2016/2017 fiscal year and, on July 5, 2016, following a public hearing,
adopted the budget for the County and determined the amount of its property
tax levy.

The Board of Supervisors has received information enabling the Board to
determine the amount of taxes and/or special assessments to be imposed on
property within the various school districts, municipalities, and special taxing
districts in the County for Fiscal Year 2016/2017, by or on behalf of those
entities.

Public notice of the levy of taxes was given as required by law.

NOW, THEREFORE, BE IT RESOLVED, that taxes and special assessments are to
be levied upon property located in Pima County for the entities and in the amounts
as follows:

46965/ 00386897 / v3 2016/17 Levy Resolution
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

STATE OF ARIZONA:
State of Arizona Property Tax
Primary 7,816,699,760
STATE (EDUCATION) EQUALIZATION ASSISTANCE TAX:
Primary 7,816,699,760

PIMA COUNTY:
Primary
General Fund
Secondary
County Free Library
Debt Service
Fire District Assistance
Flood Control District
TOTAL PIMA COUNTY

7,816,699,760

7,816,699,760
7,816,699,760
7,816,699,760
7,089,459,732

UNORGANIZED SCHOOL DISTRICT TAX:
Primary 17,381,976
PIMA COMMUNITY COLLEGE:
Primary 7,816,699,760
CENTRAL ARIZONA WATER CONSERVATION DISTRICT:
Ad Valorem Secondary 7,816,699,760
Water Storage Secondary 7,816,699,760
Ground Water Replenishment
Category 1 Member Lands
Water Usage (rate per acre-foot and usage of 1,052.38 acre-feet)
Membership Dues (rate per lot, with 15,814 lots assessed)
Total Category 1 Member Lands
Category 2 Member Lands
Water Usage (rate per acre-foot and no usage)

3-12

0 0.0000
39,161,666 0.5010
335,305,153 4.2896
40,279,454 0.5153
54,716,898 0.7000
3,658,216 0.0468
23,643,348 0.3335
457,603,069 5.8852
361,423 2.0793
107,346,737 1.3733
7,816,700 0.1000
3,126,680 0.0400
742,980 706.0000
267,098 16.8900
1,010,078
0 598.0000

Revised August 12, 2016



PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION VALUATION TAX LEVY RATE
CITY OF TUCSON:
Primary 3,185,432,195
Primary 14,535,127 0.4563
Involuntary Tort Judgments (Arizona
Administrative Code Regulation 15-12-202) 2,500,001 0.0785
TOTAL PRIMARY 17,035,128 0.5348
Secondary 3,185,432,195 33,874,570 1.0634
TOTAL CITY OF TUCSON 50,909,698 1.5982
CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT: 509,611 list attached
CITY OF SOUTH TUCSON:
Primary 20,403,466 51,580 0.2528
STREET LIGHTING IMPROVEMENT DISTRICTS:
Cardinal Estates 687,938 6,720 0.9768
Carriage Hills No. 1 2,259,645 3,690 0.1633
Carriage Hills No. 3 950,601 1,269 0.1335
Desert Steppes 1,612,443 2,214 0.1373
Hermosa Hills Estates 2,392,670 1,899 0.0794
Lakeside No. 1 1,736,122 3,149 0.1814
Littletown 1,506,102 18,355 1.2187
Longview Estates No. 1 2,160,920 4,014 0.1858
Longview Estates No. 2 2,621,684 4,635 0.1768
Manana Grande "B" 1,859,214 3,168 0.1704
Manana Grande "C" 2,340,566 5,175 0.2211
Midvale Park 6,146,467 8,532 0.1388
Mortimore Addition 3,345,866 14,211 0.4247
Oaktree No. 1 776,536 14,244 1.8343
Oaktree No. 2 538,106 11,196 2.0806
Oaktree No. 3 677,552 13,208 1.9494
Orange Grove Valley 1,294,797 3,638 0.2810
Peach Valley 435,802 1,728 0.3965
Peppertree 10,249,982 6,930 0.0676
Rolling Hills 5,532,015 7,596 0.1373
Salida del Sol 556,838 8,262 1.4837

313
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

FIRE DISTRICTS:

Arivaca

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

Hidden Valley

Mescal-J6

Mt. Lemmon

Mountain 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

3-14

4,324,016
32,203,226

49,804,375
190,878,511

635,572,584

351,100,089
26,113,795
3,889,815
14,805,997
271,790,839
1,035,651,466

33,168,897

105,442,137

30,739,705

5,025,747
12,702,667
40,439,858

18,952,633
834,304

13,830,764

108,100 2.5000
1,046,605 3.2500
186,779 0.5800
1,233,384 3.8300
1,519,033 3.0500
6,203,552 3.2500
572,636 0.3000
6,776,188 3.5500
13,283,467 2.0900
826,244 0.1300
14,109,711 2.2200
8,357,562 2.3804
207,586 0.7949
56,788 1.4599
481,195 3.2500
5,707,608 2.1000
27,957,283 2.6995
3,029,322 0.2925
30,986,605 2.9920
1,077,989 3.2500
259,115 0.7812
1,337,104 4.0312
2,787,996 2.6441
580,981 0.5510
3,368,977 3.1951
389,534 1.2672
125,644 2.5000
152,432 1.2000
1,314,295 3.2500
606,597 1.5000
1,920,892 4.7500
178,287 0.9407
27,115 3.2500
103,731 0.7500
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

TUCSON UNIFIED SCHOOL DISTRICT NO 1:
Primary

Maintenance & Operation
TOTAL PRIMARY

3,081,169,583

Secondary 3,081,169,583
Class A Bond Interest and Redemption
Class B Bond Interest and Redemption

TOTAL SECONDARY

MARANA UNIFIED SCHOOL DISTRICT NO 6:

Primary 766,202,638
Maintenance & Operation
Adjacent Ways
TOTAL PRIMARY
Secondary 766,202,638

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

FLOWING WELLS UNIFIED SCHOOL DISTRICT NO. 8:

Primary 187,115,881
Maintenance & Operation
TOTAL PRIMARY
Secondary 187,115,881

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

AMPHITHEATER UNIFIED SCHOOL DISTRICT NO. 10:
Primary 1,438,175,653
Maintenance & Operation
TOTAL PRIMARY

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

1,438,175,653

3-15

196,673,208 6.3831
196,673,208 6.3831
2,936,795 0.0953
19,947,944 0.6474
22,884,739 0.7427
33,094,691 4.3193
1,400,000 0.1827
34,494,691 4.5020
7,811,090 1.0195
6,632,010 0.8656
14,443,100 1.8851
8,069,231 4.3124
8,069,231 4.3124
2,220,589 1.1867
2,615,836 1.3980
4,836,425 2.5847
59,173,365 4.1145
59,173,365 4.1145
12,807,611 0.8905
7,000,000 0.4867
19,807,611 1.3772
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION

VALUATION TAXLEVY RATE

SUNNYSIDE UNIFIED SCHOOL DISTRICT NO. 12:
Primary

Maintenance & Operation
TOTAL PRIMARY

412,271,241

Secondary 412,271,241
Class B Bond Interest and Redemption

TOTAL SECONDARY

TANQUE VERDE UNIFIED SCHOOL DISTRICT NO. 13:
Primary
Maintenance & Operation
TOTAL PRIMARY

180,679,533

Secondary 180,679,533
Class B Bond Interest and Redemption
Override Maintenance & Operation

TOTAL SECONDARY

AJO UNIFIED SCHOOL DISTRICT NO. 15:
Primary
Maintenance & Operation
TOTAL PRIMARY

17,773,288

Secondary 17,773,288

CATALINA FOOTHILLS UNIFIED SCHOOL DISTRICT NO. 16:

Primary 589,871,811
Maintenance & Operation
TOTAL PRIMARY
Secondary 589,871,811

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

TOTAL SECONDARY

3-16

17,821,704 4.3228
17,821,704 4.3228
5,058,663 1.2270
5,058,663 1.2270
7,623,760 4.2195
7,623,760 4.2195
182,671 0.1011
1,648,352 0.9123
1,831,023 1.0134
847,313 4.7673
847,313 4.7673

0 0.0000
26,201,073 4.4418
26,201,073 4.4418
3,952,388 0.6700
2,420,107 0.4103
755,795 0.1281
2,000,000 0.3391
9,128,290 1.5475
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION VALUATION TAX LEVY RATE
VAIL UNIFIED SCHOOL DISTRICT NO. 20:
Primary 440,846,055
Maintenance & Operation 19,858,590 45047
TOTAL PRIMARY 19,858,590 4,5047
Secondary 440,846,055
Class A Bond Interest and Redemption 169,040 0.0383
Class B Bond Interest and Redemption 4,862,210 1.1029
Override Maintenance & Operation 6,200,000 1.4064
TOTAL SECONDARY 11,231,250 2.5476

SAHUARITA UNIFIED SCHOOL DISTRICT NO. 30:

Primary 295,126,075
Maintenance & Operation 13,097,764 4.4380
TOTAL PRIMARY 13,097,764 4.,4380

Secondary 295,126,075
Class A Bond Interest and Redemption 173,194 0.0587
Class B Bond Interest and Redemption 4,301,461 1.4575
Override Maintenance & Operation 4,169,523 1.4128
TOTAL SECONDARY 8,644,178 2.9290

SAN FERNANDO ELEMENTARY SCHOOL DISTRICT NO. 35:

Primary 11,402,965
Maintenance & Operation 421,250 3.6942
A.R.S. 15-992 B 89,906 0.7884
TOTAL PRIMARY 511,156 4.4826
Secondary 11,402,965 0 0.0000

EMPIRE ELEMENTARY SCHOOL DISTRICT NO. 37:

Primary 7,180,034
Maintenance & Operation 133,482 1.8591
A.R.S. 15-992 B 41,442 0.5772
TOTAL PRIMARY 174,924 2.4363
Secondary 7,180,034 0 0.0000

Revised August 12, 2016
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION VALUATION TAX LEVY RATE
CONTINENTAL ELEMENTARY SCHOOL DISTRICT NO. 39:
Primary 320,270,535
Maintenance & Operation 4,792,667 1.4964
A.R.S. 15-992 B 1,637,496 0.5113
TOTAL PRIMARY 6,430,163 2.0077
Secondary 320,270,535
Class B Bond Interest and Redemption 980,239 0.3061
Override Maintenance & Operation 476,539 0.1488
TOTAL SECONDARY 1,456,778 0.4549

BABOQUIVARI UNIFIED SCHOOL DISTRICT NO. 40:

Primary 1,803,581
Maintenance & Operation 0 0.0000
TOTAL PRIMARY 0 0.0000
Secondary 1,803,581 0 0.0000
REDINGTON ELEMENTARY SCHOOL DISTRICT NO. 44:
Primary 1,311,666
Maintenance & Operation 117,544 8.9614
TOTAL PRIMARY 117,544 8.9614
Secondary 1,311,666 0 0.0000
ALTAR VALLEY ELEMENTARY SCHOOL DISTRICT NO. 51:
Primary 48,244,405
Maintenance & Operation 2,437,410 5.0522
TOTAL PRIMARY 2,437,410 5.0522
Secondary 48,244,405
Override Maintenance & Operation 450,345 0.9335
TOTAL SECONDARY 450,345 0.9335
JOINT TECHNICAL EDUCATION DISTRICT
Secondary 7,411,035,339 3,705,518 0.0500

Revised August 12, 2016
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION VALUATION TAXLEVY RATE

DOMESTIC WATER IMPROVEMENT DISTRICTS:

Marana Domestic Water Improvement District
Secondary 6,636,489

Mt. Lemmon Domestic Water District
Secondary 13,576,911

IMPROVEMENT DISTRICTS:

Hayhook Ranch
Secondary 849,343

GLADDEN FARMS COMMUNITY FACILITIES DISTRICT:
Secondary 18,090,779
Maintenance & Operation
Bond Indebtedness
TOTAL SECONDARY

GLADDEN FARMS PHASE Il COMMUNITY FACILITIES DISTRICT:
Secondary 57,263
Maintenance & Operation
TOTAL SECONDARY

SAGUARO SPRINGS COMMUNITY FACILITIES DISTRICT
Secondary 4,050,013
Maintenance & Operation
TOTAL SECONDARY

VANDERBILT FARMS COMMUNITY FACILITIES DISTRICT:
Secondary 785,146
Maintenance & Operation
TOTAL SECONDARY

QUAIL CREEK COMMUNITY FACILITIES DISTRICT:
Secondary 14,121,139
Maintenance & Operation
Bond Indebtedness
TOTAL SECONDARY

RANCHO SAHUARITA COMMUNITY FACILITIES DISTRICT:
Secondary 766,533
Maintenance & Operation
TOTAL SECONDARY

3-19

11,000 0.1658
367,500 2.7068
54,629 6.4319
54,272 0.3000
452,269 2.5000
506,541 2.8000
172 0.3000
172 0.3000
12,150 0.3000
12,150 0.3000
2,355 0.3000
2,355 0.3000
42,363 0.3000
423,634 3.0000
465,997 3.3000
2,300 0.3000
2,300 0.3000
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PIMA COUNTY FISCAL YEAR 2016/17 TAX LEVY

JURISDICTION VALUATION TAXLEVY RATE

CORTARO-MARANA IRRIGATION DISTRICT 12,153 ACRES
Maintenance & Operation 911,475 75.0000

FLOWING WELLS IRRIGATION DISTRICT 1,681.77 ACRES
Maintenance & Operation 32,542 19.3500

SILVERBELL IRRIGATION & DRAINAGE DISTRICT 1,912.15 ACRES
Maintenance & Operation 5,736 3.0000

MOBILE HOME RELOCATION FUND ASSESSMENT
Primary Valuation Unavailable 0.0000

TOWN OF CASAS ADOBES INCORPORATION COSTS:
Secondary

TOWN OF TORTOLITA INCORPORATION COSTS:
Secondary

TOTAL 1,244,570,764

Revised August 12, 2016
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FISCAL YEAR 2016/17 TAX LEVY

CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID# TAXLEVY

11706089C
117061668
11706168A
11706168B
11706168C
117061740
11706175B
11706177A
11706177B
117061780
11706179A
11706183B
11706187E
117061900
117061910
11706193D
11706194A
11706195A
117061960
117062010
117062050
117062060
117062070
117062080
117062090
117062100
117062110
117062120
117062160
117062170
11706218A
11706219D
11706219F
117062200
117067090
117067100
117067110
117067120
117067130

$2,763.75
4,960.99
3,122.17
126.03
550.04
261.05
97.10
593.79
1,036.80
311.36
2,017.07
6,491.36
2,918.90
1,477.42
2,100.73
498.54
566.05
2,414.07
1,799.96
2,815.05
1,407.59
1,614.63
2,285.80
1,407.59
1,407.59
3,717.81
578.37
1,069.23
2,162.29
3,227.41
1,477.62
3,071.27
896.61
2,935.18
2,021.30
1,608.41
513.30
121.66
869.60

3-21

PARCEL ID # TAX LEVY

117067480
117067490
117067500
117067510
117100600
117100610
117100620
117100630
11710065A
11710066A
117100670
117100680
11710069A
117100698
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

$592.00
10,338.31
9,681.84
3,008.32
1,716.43
956.51
1,543.08
1,694.19
1,089.28
977.75
789.38
277.73
256.02
339.82
52.95
1,547.38
3,371.04
1,449.95
454.33
1,185.72
999.13
1,064.46
562.61
486.23
11,343.46
408.39
309.11
347.50
581.48
249.87
389.46
743.44
967.16
2,063.53
1,537.52
1,504.76
551.16
672.75
419.38
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FISCAL YEAR 2016/17 TAX LEVY

CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID# TAXLEVY

117101280
117101290
117101300
117101310
117101320
11710133A
117101350
117101360
117110160
117110170
117110180
11711020A
117110210
11711048D
117110730
117110740
117110750
11711076A
11711076B
117110770
117110780
117110790
11711080A
11711080C
117110820
117110830
117110840
11711085A
117110890
117110900
117110910
117110920
11711096C
11711096D
11711096E
117110980
117110990
117111000
117111010

$873.70
589.75
432.35
383.77
357.82
785.08
490.00
423.98
1,134.89
13,660.83
612.32
1,455.12
2,916.65
22,726.51
654.62
954.92
264.49
1,042.49
2,205.04
524.95
542.56
957.65
26,569.88
3,103.84
1,411.03
1,621.65
2,432.47
3,063.06
944.26
3,971.19
1,175.53
1,055.59
12,393.96
9,256.57
5,849.58
1,497.54
672.49
1,725.77
1,256.28

3-22

PARCEL ID # TAX LEVY

11711102A
117111040
117111050
117111060
117120030
11712006A
11712007A
117120080
117120130
117120140
117120150
11712017A
11712019A
117120200
117120210
117120220
117120280
117120290
117120300
117120310
11712033A
117120360
11712037A
117120470
11712048A
117120490
117120860
11712087B
11712087C
11712098A
11712099A
11712103C
117121240
117121250
117121260
117121270
117121280
117121290
117121300

$1,332.99
1,516.34
1,603.12
348.36
100.28
945.72
3,812.53
4,133.02
644.49
919.04
268.73
2,503.69
600.80
3,028.78
3,239.06
839.88
813.47
825.39
504.37
2,368.67
1,650.84
706.91
2,046.95
1,697.90
248.61
225.97
1,634.62
7,171.59
2,872.24
19,240.43
3,213.91
23,094.33
520.25
498.08
507.28
256.22
518.27
1,169.97
161.11
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FISCAL YEAR 2016/17 TAX LEVY
CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID# TAXLEVY PARCEL ID # TAX LEVY
117121310 $190.49 117121700 $86.05
117121320 190.49 117121710 128.81
117121330 182.82 117121720 157.00
117121340 285.28 117121730 145.75
117121350 982.79 117121740 86.71
117121360 153.56 117121750 142.44
117121370 94.78 117121760 142.57
117121380 142.44 117121770 95.71
117121390 142.44 117121780 153.30
117121400 94.78 117121790 153.82
117121410 153.56 117121800 110.80
117121420 153.56 117121810 86.05
117121430 110.80 117121820 85.91
117121440 86.05 117121830 128.81
117121450 86.05 117121840 156.08
117121460 128.81 117121850 312.42
117121470 157.00 117121860 228.22
117121480 412.23 117121870 475.37
117121490 153.56 117121880 218.82
117121500 94.78 117121890 391.18
117121510 142.44 117121900 3,720.13
117121520 142.57 117121910 334.92
117121530 95.71 117121920 1,051.89
117121540 153.30 11713027A 662.59
117121550 153.82 11713029A 2,958.68
117121560 111.07 117130360 1,416.79
117121570 86.05 11713037A 1,253.90
117121580 86.05 117130390 4,923.92
117121590 128.81 117130400 2,595.83
117121600 157.00 117130410 1,980.66
117121610 153.56 117130420 1,120.66
117121620 94.78 117130430 1,629.46
117121630 142.44 11713156A 9,628.65
117121640 142.57 117131600 3,670.06
117121650 95.71 117131610 728.09
117121660 153.30 117131620 1,104.31
117121670 153.82 117131630 122.32
117121680 110.80 117131640 820.75
117121690 86.05 117131650 33.09

Revised August 12, 2016
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FISCAL YEAR 2016/17 TAX LEVY

CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID# TAXLEVY

117131660
117131670
117131680
117131720
117131740
117131750
11713177A
11713182A
117131830
117132170
117132180
117132190
117132200
117132210
117132220
11713223A
117132250
117132260
117132270
11714072A
11714077A
11714081A
117140860
117140870
117150010
117150030
117150040
117150050
117160030
117160050
11716007B
117160100
117160110
117160130
117160330
117160360
117160370
117170010
117170020

$1,032.56
1,032.56
429.67
2,985.16
1,366.02
575.98
3,594.37
3,238.53
1,286.07
177.92
1,552.81
388.80
378.08
378.08
388.80
680.70
376.09
358.02
6,394.39
1,080.08
1,971.86
1,516.08
2,862.04
1,861.78
2,628.79
925.80
1,032.56
2,072.93
3,244.36
1,284.35
5,972.83
1,841.27
2,095.04
3,167.05
954.19
992.85
1,217.89
2,586.17
972.99
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PARCEL ID # TAX LEVY

117170060
117170078B
11717008B
117170090
117170110
117170120
117170170
11717020A
117170340
117170380
117170400
11717044B
117170610
117170620
117170630
117170640
117170650
117170660
117170670
117170680
117170690
117170700
117170710
117170720
117170730
117170740
117170750
117170760
117170770
117170780
117170790
117170800
117170810
117170820
117170830
117170840
117170850
117170860
117170870

$583.79
528.33
1,219.61
1,836.77
2,166.99
2,870.19
3,195.04
3,021.03
497.48
1,014.75
442.54
1,903.29
36.40
35.41
35.41
36.40
28.20
27.47
27.47
27.47
28.20
36.40
35.35
35.35
36.40
28.66
41.57
41.57
38.19
45.54
36.47
35.54
35.54
36.47
28.33
27.53
27.53
27.53
28.33
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FISCAL YEAR 2016/17 TAX LEVY
CITY OF TUCSON BUSINESS IMPROVEMENT DISTRICT

PARCEL ID # TAX LEVY PARCEL ID # TAX LEVY
117170880 $36.47 117171060 $27.53
117170890 35.48 117171070 28.33
117170900 35.48 117171080 36.47
117170910 35.48 117171090 35.48
117170920 35.48 117171100 35.48
117170930 36.47 117171110 35.48
117170940 28.66 117171120 35.48
117170950 41.57 117171130 36.47
117170960 41.57 117171140 304.61
117170970 41.57 117171150 128.54
117170980 42.16 117171160 394.76
117170990 36.47 117171170 369.07
117171000 35.54 117171180 308.97
117171010 35.54 117171190 308.97
117171020 36.47 117171200 105.11
117171030 28.33 117171210 153.43
117171040 27.53 11720024A 4,307.03
117171050 27.53

Total Levy $509,611.02

Revised August 12, 2016
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Passed and adopted this 15th day of August, 2016.
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BUDGET ISSUES

This section of the Fiscal Year 2016/2017 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 2016/17 Budget, dated
April 29, 2016; his May 24, 2016 and June 7, 2016 memorandum, Tentative Budget Adoption:
Fiscal Year 2016/17; and his June 21, 2016 and July 5, 2016 memorandum, Fiscal Year
2016/17 Final Budget Adoption. (The memoranda are located on pages 4-4, 4-36, 4-50, 4-57
and 4-60, respectively.) The tax rates included in the June 215 and July 5" memorandum are
not the final rates; Schedule B in the State Reports section contains the adopted County Tax
Rates approved for fiscal year 2016/2017.

Issues Synopsis
During the development of the fiscal year 2016/17 budget, the following issues were recognized:

o State Budget Cost Shifts - In balancing the State Budget last year, the Governor and
Legislature accelerated cost transfers to the counties and increased the cost transfer to Pima
County by more than any other county in the State. This year, State Budget cost shifts
continue to be transferred to Pima County in the amount of $82.4 million, or nearly 25 percent
of the existing primary property tax rate.

e Pima County Prevails in Courts Reversal of the Unconstitutional Transfer of State Costs -
A significant portion of the FY 2015/16 state cost transfer was related to the State Aid to
Education tax credit that has been paid for by the State for the prior 35 years. The County was
held fully liable by the unelected State of Arizona’s Property Tax Oversight Commission
(PTOC) for $15.8 million of FY 2015/16 one-percent homeowners rebate liability costs. The
FY 2016/17 proposed Tentative Adopted Budget assumed Pima County would continue to be
held liable for the full $15.8 million cost.

On June 8, 2015, the County legally challenged the $15.8 million one-percent homeowners
rebate cost transfer approved in the State budget by the Legislature and the Governor. Based
on the May 24, 2016 decision of the Maricopa Superior Court, the County has prevailed in the
litigation against the State of Arizona regarding the unconstitutional transfer of property tax
liability to the County to fund the one percent homeowners rebate.

As a result of the successful litigation, the General Fund Balance for fiscal year 2016/17 will
increase by $15.8 million and the property tax rate will decrease by 9.81 cents for fiscal year
2016/17 since the County will not be required to pay the one percent homeowners rebate.

¢ Increase in Net Taxable Values - The Primary Net Taxable Value of the County for fiscal year
2016/17 increased $196 million or 2.58 percent over the prior year and represents only the
second annual increase in net taxable value since fiscal year 2009/10. While this amount
represents an increase over fiscal year 2015/16, the net taxable value is still $1,169,012,070,
or 13.0 percent, less than six years ago in fiscal year 2009/10.

e Annual 5-Percent Cap on Taxable Net Assessed Value Increases - Fiscal year 2016/17
represents the second effective year of a Constitutional amendment, approved by Arizona
voters four years ago, that will substantially limit future overall appreciation of the existing
property tax base by setting a 5 percent cap on taxable assessed value increases from year to
year. Previously, the market dictated increases in taxable net assessed value.
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e Maintenance of Effort Budget - The budget that was adopted by the Board of Supervisors for
fiscal year 2016/17 is primarily a “maintenance of effort” budget. It did not expand or add
service programs. Because of ongoing state budget cost transfers to the County, there were
insufficient dollars to fund these existing essential services as well as absorb the state cost
transfers.

e Property Taxes - The fiscal year 2016/17 Adopted Budget primary property tax rate for
General Government has been reduced by $0.0981 from fiscal year 2015/16 due to the
County prevailing in the one percent homeowners rebate lawsuit against the State of Arizona
This is less than the $0.1098 by which the tax rate was increased in fiscal year 2015/16, but it
relates to the present tax base and reserves of $400,000 for attorney’s fees, since the Court
has not yet awarded such fees to the County. The Library District and Debt Service secondary
property tax rates remain unchanged from fiscal year 2015/16. The Regional Flood Control
District secondary property tax rate increases by $0.0200. The total property tax rate for Pima
County (excluding the State mandated Fire District Assistance Tax) decreased from $5.9165
to 5.8384 per $100 of net taxable value, a net decrease of $0.0781.

e Combined Property Tax Levy - Pima County'’s fiscal year 2016/17 combined property tax rate
decreased by 7.81 cents per $100 of net taxable value over the prior fiscal year. The County
will levy $454 million in primary and secondary property taxes in fiscal year 2016/17 (amount
excludes the State mandated Fire District Assistance Tax). Last fiscal year was the second
time that the combined levy had increased since fiscal year 2010/11 when it totaled $418
million. The current year’s levy is $36 million or 8.6 percent more than the amount levied in
fiscal year 2010/11.

¢ State-Shared Revenues - State shared sales tax revenue is projected to increase by $3.6
million in fiscal year 2016/17. This increase reflects a gradual recovery in the local economy
and continued statewide economic growth.

¢ Banner- University of Arizona Medical Center — South Campus - In fiscal year 2010/11, the
County entered into a two-year agreement with the Arizona Board of Regents (ABOR) on
behalf of the University of Arizona College of Medicine for funding of what is now designated
as Banner University of Arizona Medical Center — South Campus. In May 2012 the Board of
Supervisors approved a second two-year contract with ABOR with an annual base funding of
$15,000,000. In May 2014, the Board of Supervisors approved a third two-year contract with
ABOR with an annual amount of $15,000,000 effective July 1, 2014. Due to the increased
State Budget Cost shifts to the County in fiscal year 2015/16, the payment to Banner Health
reflects a one-time decrease of $2,500,000 for this fiscal year. For fiscal year 2016/17, the
annual contribution amount is restored to $15,000,000.

¢ Rainy Day Funds - Maintaining a budget 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. The total General Fund
Reserve for fiscal year 2016/17 totals $61,240,853. This reserve represents 10.8 percent of
projected operating revenues for fiscal year 2016/17 compared to the budgeted ending fund
balance of 5.6 percent of budgeted revenue last fiscal year.

e General Fund Fiscal Year 2015/16 Ending Fund Balance - The projected General Fund
available ending fund balance for fiscal year 2015/16 is $59,323,758. This is an increase of
$29,067,511 from the budgeted General Fund ending fund balance of $30,256,247. This
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increase is from numerous offsetting increases and decreases in actual expenditures,
revenues and operating transfers from the Adopted Budget. The ending fund balance reflects
the savings from the May 24, 2016 litigation ruling against the one-percent homeowners
rebate state cost transfer to the County.

o Employee Compensation -
A two-part employee compensation plan affecting general County employees and Sheriff
Deputies and Corrections Officers is implemented for fiscal year 2016/17. The general
employee compensation plan for all eligible employees is as follows:

6 percent for employees earning $35,000 or less per year;

5 percent for employees earning between $35,001 and $55,000 per year;

3.5 percent for employees earning between $55,001 and $90,000 per year; and
2 percent for employees earning over $90,001 per year.

A separate decompression plan for Sheriff deputies, sergeants, corrections officers, and
correction sergeants moves individuals to a pay rate based on longevity in the department,
ranging from 2 percent to 20 percent.

Both plans are effective August 21, 2016 and will cost $15.4 million in fiscal year 2016/17 and
the ongoing annual cost will be $17.9 million beginning in fiscal year 2017/18. A variety of
funding sources have been identified that include both one-time and ongoing funding,
including reductions in budget line items, one percent attrition savings, shared benefit costs,
and various other cost adjustments.

¢ Employee Benefits Costs - Over the years, Pima County has continued to change and
upgrade its benefits package for employees. Not only has the County expanded its benefits
package, but the cost to provide these benefits has steadily increased. The actual cost to the
County for employee benefits in fiscal year 2003/04 totaled $65 million. The adopted budgeted
benefit costs in fiscal year 2016/17 totals over $145 million which is more than double the
fiscal year 2003/04 amount. A significant portion of this increase is the result of increases in
the cost of employee medical insurance, retirement contributions and the impact of other
employee benefit costs. Fiscal year 2016/17 aggregate benefits increased in excess of $6
million over fiscal year 2015/16. This increase in benefits costs will be absorbed by the County
despite increasing costs within other areas of the County’s budget.

¢ Employee Medical Insurance Benefits - Prior to fiscal year 2013/14, the County purchased
medical insurance from an independent provider. Over the five years prior to fiscal year
2013/14, the County’'s employee medical insurance premiums increased by an average of 15
to 20 percent yearly. In order to control the rate of increase of employee medical insurance
costs, the County moved to a self-insured medical plan run by a third party administrator
starting in fiscal year 2013/14. Under this new model, fiscal year 2013/14 insurance costs
increased by less than 7% from the fiscal year 2012/13 cost. Medical insurance costs are
expected to increase by approximately 5 percent to 7 percent per year under this new model.

e Combined Adopted Budget - Overall County budgeted expenditures of $1,232,771,605 are 5.6
percent higher than fiscal year 2015/16 budgeted expenditures of $1,166,869,142 and 17
percent less than nine years ago.

The following County Administrator's memoranda details and discusses these issues at length.
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MEMORANDUM

Date: April 29, 2016

To:  The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Administfa

Re:  Transmittal of the Recommended Fiscal Year 2016/17 Budget

Introduction

This memorandum transmits the Recommended Fiscal Year (FY) 2016/17 Budget for Pima
County. These recommendations are made based on information available in April 2016. As
of today, the Governor and the State Legislature have not adopted a State budget for FY
2016/17. It is likely that the final budget adopted by the State will have significant impacts
on Pima County’s final budget and will change the recommendations made in this memo. It is
possible additional relevant information will become available for the Board of Supervisors as
it deliberates on the budget prior to final adoption on June 21, 2016.

On February 16, 2016, the Board ordered five additional public hearings be held on the budget.
Two of these hearings have been completed, and three will occur after this budget transmittal
memorandum is released. In total, the Board will have held seven public hearings regarding
the budget, totaling approximately 20 hours, before Final Budget Adoption. The budget
hearings have been televised, as well as available for viewing through the internet.

All budget documents, as submitted by County departments, have been available on the
County’s website since February 1, 2016. Over 35 budget-related communications have been
issued to the Board during FY 2016, and are available for review at
http://webcms.pima.gov/government/county administrator/.

Significant dates in the budget adoption and tax levy processes are as follows:

May 3, 2016 Board of Supervisors Budget Hearing
May 10, 2016 Board of Supervisors Budget Hearing
May 17, 2016 Board of Supervisors Budget Hearing
May 24, 2016 Tentative Budget Adoption (Sets Budget Ceiling)



The Honorable Chair and Members, Pima County Board of Supervisors
Re: Transmittal of Recommended FY 2016/17 Budget

April 29, 2016

Page 2

June 21, 2016 Truth in Taxation Hearing (Primary, Regional Flood Control and
the County Free Library)

June 21, 2016 Final Budget Adoption
August 15, 2016 Tax Levy Adoption (Date Set by State Statute)

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.

The County’s base operating budget for all funds set forth in this recommendation includes
projected continuing and new cost shifts, revenue reductions and revenue sharing.

TABLE OF CONTENTS
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C. County Staffing Remains Unchanged from FY 2015/16 ....viviiiiereiiirieiirneenreenennns 17
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L OVERVIEW OF RECOMMENDED BUDGET

The FY 2016/17 Recommended Budget continues to be based largely on the County's
response to a set of unique challenges from a variety of outside sources. These challenges
include increased retirement, employee health benefit, utility and other costs that are not
under the control of the County. In addition, the Arizona Legislature and the Governor propose
to balance the State Budget by transferring over $101 million of FY 2016/17 State Budget
costs to Pima County. Up to $16 million of these cost shifts are in dispute and are currently
in litigation. These additional costs imposed by the State cause significant uncertainties in
the development of the County budget, impact on my current recommendations, and have
significant impacts on all of Pima County’s existing service priorities and programs, including
law enforcement, healthcare and economic development.

Like all governments in Arizona, Pima County has necessarily adjusted to reduced revenues
and increased service demands during the economic recession. More than eight years ago, at
the beginning of the recession, Pima County began taking actions in response to declining
resources and an increasingly uncertain operating environment. Numerous initiatives were
developed and implemented to address redundancy and improve efficiency. Internal services
were centralized to increase efficiency and reduce cost. The workforce was reduced, primarily
through normal attrition. Priorities were re-evaluated and items of discretionary spending,
such as travel, have been nearly eliminated. Department and agency budgets have been
incrementally reduced over time through a managed, thoughtful process.

The cumulative effect of these departmental budget reductions has been substantial. General
Fund supported departments have been reduced 13.5 percent, except the Sheriff’s Office,
which was reduced 4.5 percent. In addition to these reductions, departments were required
to absorb the impact of salary increases awarded by the Board of Supervisors in FY 2014/15.
This is the equivalent of an additional 0.7 percent reduction. Departments also have not
received additional resources to address inflationary increases to operational costs or the
steady decline of federal and state special and grant revenues that have historically
supplemented their core services. The result over time is that departments have been unable
to reinvest in the programmatic infrastructure to support their functions. The ongoing FY
2016/17 transfer of State Budget costs only exacerbates this problem.

Between FY 2009/10 and FY 2013/14, primary property taxes levied by the Board of
Supervisors decreased 7 percent, or an aggregate of $20.6 million, over that four-year period.
in FY 2010, the primary property tax levy was $298 million. The levy declined to $277 million
in FY 2014. At the same time, the General Fund balance declined from $77.5 million to $42.9
million. These numbers reflected Pima County’s long-term strategy of decreasing the fund
balance without raising property taxes to assist the local economy in recovering from the
Great Recession. In FY 2014/15, the General Fund balance had been reduced to the minimum
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desirable, and a property tax rate increase was required by the Board to bring the budget into
structural balance with expenditures.

For only the second time in seven years, the primary property tax base in Pima County will
increase in FY 2016/17 by 2.58 percent. Between 2010 and 2014 the secondary net
assessed value of the County declined 25.4 percent. It is expected that the property tax base
will continue to increase modestly for the next few years.

The current primary property tax rate of $4.3877 is recommended to be increased $0.1030
to $4.4907 per $100 of net taxable value due to lack of action on the part of the State
regarding next year’'s cost transfers and to provide an ongoing funding source for the increased
cost associated with the potential worst-case State Budget cost transfers. This recommended
increase in the primary property tax rate will produce $7.8 million more in revenue than the
current rate, but is $51.0 million less than the Constitutional Levy Limit, which is indexed for
inflation. These additional property tax revenues from the increased rate are recommended
to offset $7.8 million of unfunded additional State cost shifts to Pima County or increasing
employee pension and healthcare cost liability. The remaining $11.0 million of anticipated
State cost shifts that may be included in the State Budget have been or will be absorbed
within the FY 2016/17 Budget. | will discuss the uncertainties caused by the lack of a State
budget later in this memorandum.

It is recommended that the combined secondary property tax rates be increased by a net
$0.0200. The Regional Flood Control District rate is recommended to increase by $0.0200
to address increases in operational costs during the last several years of declining revenues.
The Debt Service and Library District rates are recommended to be unchanged.

Combined with the recommended increase of $0.1030 in the primary tax rate, the combined
recommended County property tax rate is $6.0395 per $ 100 of net taxable value, or $0.1230
more than the current year. The combined County property tax levy is $469,664,236, or
$21,009,991 more than the current year.

The recommended combined total County Budget for FY 2016/17 is $1,226,880,273, which
is $60,011,131, or 5.1 percent, more than the current year's Adopted Budget. This increase
includes $18.8 million of State cost shifts.

e The projected General Fund available ending balance for FY 2015/16 is $43,519,695,
an increase of $13,263,448 over the budgeted General Fund Reserve of $30,256,247.
This amount represents the beginning fund balance for FY 2016/17.

e [t is recommended that the non-recurring FY 2015/16 ending balance be allocated for
the following purposes:
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= $15,000,000 to fund the contract payment to Banner Health on behalf of the
Banner—University of Arizona Medical Center South Campus.

= $28,519,695 to fund a portion of the total General Fund Reserve for FY 2016/17
of $46,378,198, which is 7.9 percent of General Fund revenues and operating
transfers-in. The reserve has been increased to meet any unknown State budget
costs shifts that may be included in the final State Budget, meet Government
Finance Officers Association benchmarks regarding fund balance and reserves and
to maintain sufficient funds for emergencies. If this reserve is not spent, it will
represent the base ending fund balance for FY 2016/17.

Assuming continuation of the current primary property tax rate of $4.3877, General
Fund base revenues and transfers-in for FY 2016/17 are projected to be
$569,499,086, which is $18,580,561, or 3.4 percent, more than the current year,

Excluding primary property taxes, General Government revenues from all other sources
are projected to increase $7,754,242, or 4.7 percent.

The value of the net primary property tax base is projected to increase 2.58 percent,
which will result in an increase in the primary levy of $8,614,761 at the current tax

rate of $4.3877.

Total primary property tax revenues from all sources are projected to increase
$8,340,774 at the current tax rate. Primary property tax revenues are different than
the tax levy due to the impact of tax collection and delinquent tax collection rates and
associated penalties and interest. Note that higher than expected property tax
collections in FY 2014/15 and FY 2015/16 slightly offset increased primary property
tax revenues collected from all sources.

General Fund base expenditures and transfers-out for FY 2016/17 are projected to be
$540,570,758, which is $42,195,318, or 7.2 percent, less than the current year's
adopted budget.

State cost transfers to Pima County presently enacted into law will impact
recommended budget expenditures by as much as $18.8 million. When added to the
existing State budget cost transfers, this is an annual budget impact of $101 million
for FY 2016/17, or 30 percent of the existing primary property tax rate of $4.3877.
The General Fund Budget Reserve totals $46,378,198.

It is recommended that the primary property tax rate be increased by $0.1030 cents
to a total rate of $4.4907 to fund $7,752,256 of the $18,824,262 of FY 2016/17
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State Budget cost transfers that cannot be accommodated by internal budget
reductions or decreases in ending fund balances for the General Fund.

e The Recommended Budget for the Library District (excluding grants) is $41,931,726,
a $617,702 increase from the current year; and the tax rate is recommended to remain

unchanged at $0.5153.

e The Recommended Budget for Debt Service is $115,455,401, a $4,634,699 increase
from the current year; and the tax rate is recommended to remain unchanged at

$0.7000.

e The recommended operating budget for the Regional Flood Control District {excluding
grants and special programs) is $16,472,029, an increase of $318,187 from the
current year, and the tax rate is recommended to increase 2 cents to $0.3335.

e The combined, total recommended County property tax rate {(excluding the Fire District
Assistance Tax) is $6.0395, a $0.1230 increase from the current year; and the
resulting combined County levy (excluding the Fire District Assistance Tax) is
$469,664,236, a $21,009,991 increase from the current year.

e The combined, total Recommended County Budget for FY 2016/17 is
$1,226,880,273, which is $60,011,131, or 5.1 percent, more than the current year.

II. STATE BUDGET COST SHIFTS

A. Overview of State Cost Shifts

Prior to a discussion of the Pima County Recommended Budget, a review of the State of
Arizona’s continuation of the shifting of budget costs to Pima County is necessary; as these
shifts have direct, adverse impacts on the programs and services provided by the County in
FY 2016/17.

Over the years, the State has adopted new programs, paid for them entirely for one or two
years, and then shifted the program costs to the counties. Examples are the Restoration to
Competency and Sexually Violent Persons programs. Restoration to Competency takes a
criminal defendant who would otherwise be declared incompetent to stand trial and improves
their mental competency to where they are able to stand trial. Sexually Violent Persons are
individuals confined to the State Prison System who, upon completion of their sentence, are
deemed to be a continuing threat to public safety and are confined at the Arizona State
Hospital. Both of these programs were initially paid entirely by the State. They are, without
question, State programs and should be entirely paid for by the State. Now, however, their
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costs have been entirely or partially shifted to the counties. The same is true for the State
Indigent Health Program (Arizona Health Care Cost Containment System, Arizona Long Term
Care System and Behavioral Health System). These ongoing State cost transfers to Pima
County, including the County’s share of salaries and benefits for the courts, totaled $83.8
million, or 25 percent of the County’s primary property tax rate last year.

Once again, in proposals to balance the pending State Budget this year, the Governor and
Legislature have proposed continuing the series of new cost transfers originally sent to the
counties in FY 2015/16. The continuation of these cost transfers is particularly onerous to
Pima County as it continues to receive more of these cost transfers than any other county in
the State. The current proposed cost transfers to the County presently pending in the State
Legislature equal $18.8 million and are shown in Table 1 below.

Table 1: Continuing FY 2016/17 State Cost Transfers to Pima County.

Amount Required

Description From Pima County
State Juvenile Corrections $ 1,840,289
”Additional State Aid for Education” 15,803,973
Restoration of ALTCS Dental 141,000
AZDOR Operating Cost 1,039,000
Total $18,824,262

When these new increased State budget cost transfers are added to last year’s transfers, the
total is $101 million for FY 2016/17, or nearly 30 percent of the existing primary property tax
rate of $4.3877. The County clearly continues to subsidize the State.

B. School Funding and the One-percent Cap on Residential Primary Property Taxes

In 1980, 36 years ago, Arizona voters approved a constitutional limit on the amount of primary
property tax that can be levied on residential property. The aggregate amount of primary
property taxes payable to jurisdictions on residential property cannot exceed one percent of
the property’s value. The Legislature, in 1981, as part of its effort to equalize school funding
and satisfy its constitutional obligation to provide for a uniform statewide school system,
provided that school district levies would be reduced when the one percent cap is exceeded,
and the State would provide additional funding to the impacted school district to make up the
difference. This has been the law and practice for 35 years.

Last year, the State Legislature passed and the Governor approved poorly conceived budget
legislation that transferred a significant portion of this additional funding to the County and
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other taxing jurisdictions for the very first time. This has allowed the State to increase its
revenues while ostensibly not raising taxes; instead forcing local jurisdictions in the County to
raise their taxes to cover the State’s obligations. They did this without the two thirds super
majority required under the State Constitution for passage of measures that raise State
revenues. lronically, for Pima County, which is funded with property taxes, this just
exacerbates the problem that this legislation was supposed to address.

Pima County filed suit on June 8, 2015 to reverse this unconstitutional legislation and this
litigation is pending in Maricopa Superior Court. In the interim, this law is in full effect and
the County is being dramatically impacted by it.

This flawed legislation requires the State’s Property Tax Oversight Commission (PTOC) to
apportion the liability among the various property taxing jurisdictions where a one percent
exceedance occurs. The PTOC was required to perform this allocation of this liability for FY
2015/16 in September 2015; a date that is well after the County’s budget was adopted and
its primary property tax rate was set. The PTOC failed to meet until March 15, 2016 to

apportion this liability.

Based on the wording of the legislation, it was determined that the total liability attributable
to jurisdictions within Pima County totaled $16.8 million. The legislation apportioned the first
$1 million payable to the impacted school districts to the State of Arizona. The remaining
$15.8 million was to be allocated to the various primary property taxing jurisdictions by the
PTOC. This remaining $15.8 million would then be paid to the Tucson Unified School District.

At its meeting on March 15, 2016, and with only 90 days remaining in the current fiscal year,
the PTOC apportioned all of this liability to Pima County instead of appropriating proportional
shares to Pima County, the City of Tucson, South Tucson, Pima Community College and the
Tucson Unified School District. Unfortunately, the PTOC appears to have incorrectly
interpreted the legislation and determined the appropriation of the one percent exceedance

liability incorrectly.

In adopting the FY 2015/16 Budget, the County budgeted $8.1 million as its expected
proportional share of this one percent exceedance liability. Additionally, the primary property
tax rate was increased by $0.1098 from $4.2779 to $4.3877 per $100 of net taxable value
exclusively to cover this additional State required cost. This should have been our maximum
proportionate share of the liability under any reasonable interpretation of the law.

Based on this poorly worded legislation and the March 15™ decision of the PTOC, Pima County
now has a liability to pay the entire amount of $15.8 million in FY 2015/16 to the Tucson
Unified School District. This is nearly $7.8 million more than budgeted and will have to be
paid out of existing reserves.
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As the Governor and the Legislature have not finalized the State’s FY 2016/17 Budget, it
would be imprudent on the County’s part not to assume that a similar liability amount would
be required in FY 2016/17 and future years. Thus, an expenditure of $15.8 million for this
liability is included in the recommended budget. Of this amount, $8.1 million is funded within
the existing primary property tax rate. In the event that this legislation is not rewritten,
repealed or overturned, | am recommending an ongoing primary property tax rate increase of
$0.1030, from $4.3877 to $4.4907 per $100 of net taxable value dedicated to this portion
of the one percent homeowners rebate liability. Note that this is the only change that | am
recommending to the primary property tax rate in FY 2016/17 and, once again, the increase
is driven entirely by this unprecedented cost shift from the State of Arizona.

Property taxes are constitutionally required to be levied for a particular purpose. For Pima
County, the purpose has been the general support of the County government. Now, a portion
of the County’s tax levy will actually be used for the general support of one or more other
taxing jurisdictions (school districts). County taxpayers who reside outside of the Tucson
Unified School District boundaries will have no say in the levying of or the use of these funds
by the District. We believe this is unconstitutional and is one of our premises for asking the
Maricopa County Superior Court to void the existing statute.

Fortunately, even the sponsor of the bill allocating the burden of the residential property tax
bill recognizes the need to repeal and replace this unconstitutional legislation and is currently

sponsoring legislation to do so. Final resolution is delayed as the Governor and Legislature
work through passing a State Budget.

. GENERAL FUND ENDING FUND BALANCE: FY 2015/16

A. Positive Ending Fund Balance

The recommended General Fund ending balance for FY 2015/16 is $43,519,695. This is a
projected increase of $13,263,448 over the budgeted General Fund Reserve of $30,256,247.
This ending balance represents approximately 8 percent of projected revenues for FY 2015/16
compared to the budgeted ending fund balance of 3.6 percent in FY 2014/15.

This net increase of $13,263,448 results from numerous offsetting increases and decreases
in actual expenditures, revenues, and operating transfers from the Adopted Budget, including:

e An $18.4 million greater FY 2015/16 beginning General Fund balance than was
anticipated at the time the FY 2015/16 Budget was adopted. Most General Fund
departments experienced larger than budgeted cost savings than anticipated when the
budget was adopted as the result of a hiring freeze and other cost saving measures
during the second half of FY 2014/15 as well as savings in mandated payments,
elections and general facilities costs.
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e Projected $2.6 million in savings in. mandated behavioral health and $942,000 in
savings in mandated long-term care payments in FY 2015/16.

e $1.2 million carryover of unspent FY 2015/16 funds required to complete the upgrade
of the County’s enterprise accounting and budgeting systems.

* Any cost savings or additional revenue realized during FY 2015/16 are partially offset
by the State of Arizona’s Property Tax Oversight Commission (PTOC) incorrect decision
to allocate 100 percent of the FY 2015/16 One Percent Homeowners Rebate State
budget cost shift liability to Pima County. The County had anticipated in its FY 2015/16
adopted budget that its fair share of the cost of this rebate to qualified owner-occupied
residential properties would total $8.1 million. Instead, the PTOC allocated the fuli
$15.8 million cost to Pima County. This is a $7.8 million cost increase.

s Also offsetting any cost savings are $2.1 million in unbudgeted elections costs
associated with the Presidential Preference and special statewide election to be held
on May 17, 2016. It is anticipated that only $543,000 of the costs associated with
the Presidential Preference election will be reimbursed to the County by the State of

Arizona.

Finally, it should be noted that the FY 2015/16 ending fund balance would be $7.8 million
higher if the PTOC had allocated the One Percent Homeowners Rebate dollars proportionally
to all Pima County primary taxing jurisdictions. We believe the PTOC incorrectly allocated all
of the FY 2015/16 cost of these rebates only to Pima County.

B. Recommended Uses of General Fund Ending Balance

Set forth below are my recommendations for use of the $43,519,695 of nonrecurring, one-
time resources projected as the available ending balance of the General Fund on June 30,

2016.

1. Banner—University of Arizona Medical Center South Campus

Over the past several years, the partnership between Pima County, The University of Arizona
and now Banner Health has allowed the hospital and Pima County to align incentives and
expand opportunities within the academic medical system.

Beginning in 2010, the County entered into a two-year agreement with the Arizona Board of
Regents on behalf of The University of Arizona College of Medicine for funding of The
University of Arizona Medical Center South Campus. Additional contracts were approved in
2012 and 2014, providing for annual base funding at $15,000,000 in consideration for a
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variety of services being provided at the South Campus complex that will benefit the County
and health of its residents. A fourth two-year contract between Banner Health and the County
was recently approved by the Board and will become effective July 1, 2016.

Some have criticized our property tax commitment to the academic medical system. With the
exception of a one-time support reduction to $12.5 million in FY 2015/16 this support has
been $15 million per year for the last several years, which is far less than the $34 million Pima
County lost when it last operated the hospital in 2004. This arrangement, where a
professional hospital nonprofit, Banner Health, together with the academic medical college of
The University of Arizona, operates our hospital, is a good value for Pima County taxpayers
as compared to the property tax support being provided to the Maricopa County hospital
system by Maricopa County taxpayers.

In 2005, funding of the Maricopa County hospital was made a separate secondary property
tax special district, the Maricopa County Special Health Care District. In November 2014,
Maricopa County voters also authorized the Maricopa County Special Health Care District to
issue general obligation bonds.

Since 2005, the District’s property tax support from Maricopa County property taxpayers has
totaled over $635 million. As a result of the District recently issuing debt, annual support is
now over $104 million. In addition, a significant portion of the correctional medical costs in
Maricopa County of $66.9 million per year are funneled to the Maricopa County Special Health
Care District; hence, the property tax support on a per capita basis provided by a Maricopa
County resident is far more than the property tax support of a Pima County resident for our
hospital system.

This hospital arrangement continues to have my full support. In FY 2015/16, the Board
approved a one-time reduction in the payment to Banner Health to offset a portion of the State
budget cost shifts. | recommend the full $15 million payment be made to Banner Health in FY

2016/17.

2. General Fund Reserve

In Fiscal Year 1997, the General Fund Reserve was budgeted at zero. Since that time, the
Board has taken a variety of significant actions to stabilize finances and enhance the fiscal
integrity of the County. This has enabled the Reserve Fund to be steadily restored.

The Government Finance Officers Association recommends, as a minimum benchmark, that 5
percent of operating revenues be set aside as fund balance. For most of the past 8 years, the
Board has been able to achieve or exceed a 5 percent reserve within the Adopted Budget.
The exception was FY 2014/15, when the reserve was nearly 4 percent.
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The budget reserve has contributed to an enhanced bond rating being assigned to the County,
which has saved approximately $2 million 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.

The persistently weak economy has put the County in an increasingly uncertain operating
environment. The primary tax base began contracting in FY 2011 and declined 7.04 percent
in FY 2012, 2.84 percent in FY 2013, 6.38 percent in FY 2014 and 0.54 percent in FY 2015.
The property tax base ended its decline in FY 2015/16 and increased a modest 1.36 percent.
FY 2016/17 will see the property tax rate increase by 2.58 percent. It is anticipated the real
estate market and construction industry in the County will take several more years to fully
recover from the impacts of the Great Recession. In addition, future increases in the tax base
will be limited to a 5 percent Constitutional cap on taxable assessed value increases from year
to year. This cap will substantially limit future overall appreciation of the existing property tax
base. Also, actions of the State and Federal governments that financially impact the County
have become increasingly more common, erratic and unpredictable. The trend has been and
continues to be shifting program funding to local governments. Consequently, maintaining
the Reserve Fund balance at an adequate level has become an important goal.

After the appropriations recommended above to fund the County’s agreement regarding
Banner-University Medical Center South Campus the amount remaining of the projected FY
2015/16 General Fund ending balance is $28,5619,695, which | recommend be allocated
entirely to fund a portion of the General Fund Reserve.

3. Summary of Recommended Uses of General Fund Ending Balance

Table 2 below summarizes the recommendations discussed above for allocation of the
nonrecurring, one-time resources projected as the FY 2015/16 available ending fund balance

of $43,519,695.

Table 2: Recommended Allocation of FY 2015/16
General Fund Ending Balance.

Recommendation Amount
Banner—University Medical Center South Campus | $15,000,000
General Fund Reserve 28,619,695

TOTAL $43,519,695
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v. GENERAL FUND BASE BUDGET: FY 2016/17

A. General Fund Base Budget Revenues

Assuming continuation of the current primary property tax rate of $4.3877, projected FY
2016/17 base budget revenues and operating transfers to the General Fund total
$5669,499,086. This is a $18,680,661, or 3.4 percent, increase from the current year
budgeted revenues and operating transfers to the General Fund.

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 FY 2016/17 base budget General
Government revenues from all other sources is $173,204,078; which is a $7,754,242, or 4.7
percent, increase from the current Adopted Budget.

The largest revenue stream in this category, state shared sales tax, is projected to increase
by $3.6 million, or 3.3 percent, to $112.1 million reflecting a slow but continued recovery in
the local economy. Vehicle License Tax revenue is also projected to show continued
improvement next year with an overall increase of $1.4 million, or 5.5 percent.

2. Primary Property Tax Revenues

Annual 5-Percent Cap on Taxable Net Assessed Value Increases

FY 2016/17 represents the second effective year of a Constitutional amendment, approved
by Arizona voters four years ago, that will substantially limit future overall appreciation of the
existing property tax base by setting a b percent cap on taxable assessed value increases
from year to year. Previously, the market dictated increases in taxable net assessed value.

Primary Property Tax Revenues

The Taxable Assessed Value for FY 2016/17 totals $7,816,699,760. This is a net
$196,338,887, or 2.68 percent, increase over the current year and represents only the second
annual increase in Taxable Assessed Value since FY 2009/10. While this amount represents
an increase from FY 2015/16, the Taxable Assessed Value is still $1,169,012,070, or 13.0
percent, less than six years ago in FY 2009/10. Next fiscal year, the market value of existing
property in the County will increase by 0.68 percent. New construction will add 1.90 percent
to the property tax base. Because the primary tax base will increase next year, use of the
current year’s tax rate will result in a levy amount that is 2.58 percent greater than the current

year's levy.
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Assuming the same primary rate as this year of $4.3877 per $100 of taxable assessed value,
the resulting primary levy is $342,973,33b. This is $8,614,761 more than the amount levied
in this year’s Adopted Budget.

In addition to collection of current year property taxes, the County receives revenue from the
payment of delinquent property taxes from prior years and associated interest and penalties.
Together with the projected primary property tax collection next year, assuming continuation
of the existing rate of $4.3877, the total base property tax revenues projected for FY 2016/17
are $345,650,549. This amount is $8,340,774, or 2.47 percent, more than the total primary
property tax revenues adopted in this year’s Budget. The majority of the difference between
the levy amount and the revenues collected is attributable to the overall collection rate and
reductions in the forecasted collections of penalties and interest on delinquent property tax
collections.

State Truth in Taxation statutes determine the County’s revenue neutral primary property tax
levy each year. A neutral levy and corresponding tax rate is defined as the previous year’s
levy plus additions to the tax base from new construction. Pursuant to statute, the County’s
neutral primary rate is $4.3581, or $0.0296 lower than the current year’s rate. The resulting
neutral primary levy is $2,313,743, or 0.68 percent, lower than the levy produced by the
current year’s rate. If the current year primary rate is not reduced, the County will be required
to hold a Truth in Taxation hearing prior to the final budget adoption.

This statutory benchmark is more restrictive than the County’s Levy Limit imposed by the
Arizona Constitution, which is indexed to reflect a modest annual rate of inflation of 2 percent.
The Primary Levy Limit imposed by the Arizona Constitution allows the County’s primary rate
to be increased to $5.1676, or $0.7799 higher than the current year’s rate. The resulting
constitutionally capped levy is $403,935,779, which is $60,962,444, or 17.8 percent,
greater than the levy produced by the current rate.

3. Departmental Revenues

Base budget General Fund revenues from departments and operating transfers-in for FY
2016/17 are projected to be $50,644,459. This is a $2,485,545 net increase over the current

year's budget.

This increase reflects continued improvement in local economic activity and the corresponding
utilization of County services for fees. Increases in revenues range from additional revenue
related to the primary, general and school related elections to increased Print Shop revenue
and increases in operating transfers-in from various County funds.
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B. General Fund Base Budget Expenditures

The amount required to fund General Fund-supported base budgets for both departmental
expenditures and transfers-out is $540,570,758; which is $42,195,318, or 7.2 percent, less
than the current year's base budget. This base expenditure amount represents adopted
departmental budgets adjusted for new or amended federal- and state-mandated expenditures;
impacts to base pursuant to Board-adopted budget policies and prior directives; and decreases
for one-time expenditures in the current year. Base budget expenditures do not include
anticipated FY 2016/17 State cost shifts totaling $18.8 million.

Since the economic recession began more than eight years ago, a series of across-the-board
reductions in departmental budgets have been implemented. The cumulative reduction in
departmental budgets during this time has been approximately 13.5 percent, except the
Sheriff's Office, which has been reduced by 4.5 percent. Included in these percentages is the
two percent across the board budget reductions required of all department budgets to offset
State cost shifts in FY 2015/186.

Significant components within recommended base budget expenditures include (before
adjustment for Final Budget Recommendations}):

e $276,744,847, or 48 percent, of General Fund expenditures for Justice and Law
Enforcement functions.

e $62,800,407 for mandated payments to fund State programs for indigent acute and
long-term healthcare, as well as mental healthcare.

e $13,136,418 for adult and juvenile detention healthcare.

o 599,252,006 for General Fund employee benefits, including medical, dental and life
insurance and contributions to the four separate State retirement systems in which
various employee groups and officials participate.

e $744,994 in the Board of Supervisors Contingency Fund; the same amount
appropriated in the current year’s budget.

e $4,144,451 for allocation to Outside Agencies.
Significant additions to General Fund base expenditures for FY 2016/17 include:
e $6,423,850 to fund the cost of the FY 2016/17, Primary and General elections.

e $6,103,719 representing the one-time final payment related to the purchase of the
Stardust Property (soccer fields).
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e $3,000,000 reserve for possible increases in the County’s electrical costs.

e $2,960,956 in additional employee medical premium costs.

e $1,200,000 to fund the one-time costs to complete an upgrade of the County’s
enterprise level financial systems.

e $768,728 for Print Shop related costs. The Print Shop’s accounting status was moved
from an internal service fund to the General Fund. The Shop will be funded by a
combination of revenues and County overhead.

e $727,775 ongoing increase in the Public Safety Personnel Retirement System
contribution.

C. County Staffing Remains Unchanged from FY 2015/16

Since the start of the great recession more than eight years ago, Pima County began taking
actions in response to declining resources and an increasingly uncertain operating
environment. Numerous initiatives were developed and implemented to address redundancy
and improve efficiency. Internal services were centralized to increase efficiency and reduce
cost. The workforce was significantly reduced, primarily through attrition. Department and
agency budgets and staffing have been incrementally reduced over time.

The cumulative effect of these departmental budget and staffing reductions has been
substantial. General Fund supported departments’ budgets have been reduced 13.5 percent,
except the Sheriff's Office, which was reduced only 4.5 percent. In addition to these
reductions, departments were required to absorb the impact of salary increases awarded by
the Board of Supervisors in FY 2015. This is equivalent of an additional 0.7 percent reduction.

The overall County workforce has been reduced by over 1,333 Full-Time Equivalents (FTEs)
or 15.8 percent from peak staffing in FY 2007/08 as shown in Table 3 below. In addition to
decreases in staffing, the County instituted significant changes in the way it budgets and
accounts for vacant positions and staff turnover. By having departments budget only for
positions that they can reasonably expect to fill during the course of the year, FTEs decreased
by 194 in FY 2015/16.

Total FY 2016/17 recommended budgeted FTEs are basically unchanged from FY 2015/16
despite changes in how elections workers and other temporary help are accounted for in the
County’s personnel and financial systems that resulted in a significant increase in the number
of FTEs associated with these types of positions.
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Table 3: Total Budgeted FTE Positions, FY 2008
Adopted Budget through FY 2016/17
Recommended Budget.

Cumulative
Change in Change in
Budgeted | Budgeted Budgeted
FY FTEs FTEs FTEs

2007/08 8,396
2008/09 8,113 {283) (283)
2009/10 7,838 (275) (558)
2010/11 7,753 (85) (643)
2011/12 7,361 (392) (1,035)
2012/13 7,314 (47) (1,082)
2013/14 7,329 15 (1,067)
2014/15 7,255 (74) (1,141)
2015/16 7,061 (194) (1,335)
2016/17 7,063 2 (1,333)

V. RECOMMENDED ADJUSTMENTS TO GENERAL FUND BASE EXPENDITURES

As part of balancing their budget, the State continues to accelerate cost transfers to the
counties and continues to increase cost transfers allocated to Pima County by more than any
other county in the state. While the State is still currently developing its budget, the proposed
cost of expected transfers to Pima County total $18.8 million. The fact that the final amount
of cost transfers have not yet been finalized in the State budget and likely will not be
determined by the State Property Tax Oversight Commission until sometime in September
2016 or later, long after we have adopted a budget and set a tax rate on the dates required
by law, requires the budget to account for the worst-case scenario of State Budget cost shifts.

Table 4 below details the FY 2016/17 expenditure adjustments required to assume the
additional ongoing State-related cost shifts and fully fund a 7.9 percent budget reserve.
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Table 4: Recommended Adjustments to FY 2016/17 Base Expenditures and

Operating Transfers-Out.

Proposed FY 2016/17 Expenditures and Operating Transfers-Out | $540,570,758
Uses of FY 2015/16 Ending Fund Balance:
Banner-University Medical Center South Campus $15,000,000

Fund Portion of 7.9 Percent FY 2016/17 Budget Reserve

$28,619,695

State Budget Cost Shifts:

Homeowner Tax Rebates (1Percent) — Minimum Payment to

School Districts $8,051,797
Additional Homeowner Tax Rebates (1 Percent) as Determined by the PTOC $7,752,256
State Juvenile Corrections $1,840,289
Restoration of ALTCS Dental $141,000
Arizona Department of Revenue Costs $1,039,000
Fund Remainder of 7.9 Percent Budget Reserve and Other Adjustments $17,858,5603
FY 2015/16 County Administrator Recommended Expenditures and Operating
Transfers-Out $620,773,298

Without a doubt, these reductions will have an impact on the level of services that are provided
by County departments for various programs.

The General Fund budget | recommend totals $620,773,298 and consists of $65687,875,300
of expenditures and $32,897,998 of operating transfers-out to other County departments and
funds.

I am also recommending a General Fund Budget reserve of $46,378,198. This amount
represents 7.9 percent of recommended revenues and operating transfers-in. This reserve
meets the Government Finance Officers Association recommendation of a minimum set aside,
provides the capacity to accommodate any additional State cost shifts over and above those
included in the current recommended budget and still retains a reserve capacity for any
emergency funding during the course of the coming fiscal year. A further discussion of the
value of this reserve occurs in Section II.B.2.

VL. RECOMMENDED ADJUSTMENT TO GENERAL FUND BASE REVENUES

The adjustments to expenditures and operating transfers-out discussed in Section V above,
despite all the reductions in funding for County services and programs, continues to disrupt
the County’s ability to develop a base budget that meets it citizens’ needs versus the needs
of State government. The State of Arizona’s determination that the County must pay an
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additional $7.8 million in One Percent Homeowners Rebate liability from now and in the future
means that the County must increase primary property tax rates and revenues accordingly.
Table 5 below shows the revenue adjustments required between the base revenues and
operating transfers-in and the County Administrator recommended revenues and operating
transfers-in.

Table 5: Recommended Adjustments to FY 2016/17 Base Revenues and Operating
Transfers-In.

Proposed FY 2016/17 Revenues and Operating Transfers-In $569,499,086
FY 2015/16 Ending Fund Balance $43,519,695
Increase Primary Property Tax Rate by $0.1030 to offset an

additional $7,752,256 of State Cost Transfers $7,754,517
FY 2016/17 County Administrator Recommended Revenues and

Operating Transfers-in $620,773,298

As discussed above, costs have increased for a variety of reasons. These include increases in
mandated payments such as retirement contributions, increased employee costs for medical
insurance, increased costs of obtaining services, increased costs incurred during a presidential
election year and increased costs required to maintain adequate central services infrastructure.
The continuing State budget cost shifts of $18.8 million have exacerbated County costs and
the uncertainty of the real impact of these cost shifts to the point where, the County, despite
our best efforts, has difficulty absorbing the full impact of these new costs.

We expect the County will, at a minimum, need $15.8 million to provide the “additional state
aid for education” to school districts in which the constitutional cap on residential property
taxes is exceeded, which was previously provided by the State. (The legislation is so unclear,
and so much of the allocation is left to the Property Tax Oversight Commission (PTOC), that
it is impossible to determine at this point the exact extent of the County’s future liability).
Most or all of these funds will go to Tucson Unified School District (TUSD), which is required
by State law to raise all of the funding for its federally-mandated desegregation program from
local property taxes and, consequently, has a higher tax rate than would otherwise be
required. | am, therefore, recommending the Board approve an increase in the County’s FY
2016/17 primary property tax rate from $4.3877 to $4.4907, a $0.1030 increase. We will
be levying this tax essentially for the general support of TUSD as required by the State.

As you know, the County Attorney filed a lawsuit in June of last year to reverse what we
believe is an unlawful transfer of State responsibility for school funding. The one percent of
full cash value cap on total property taxes for residential property was created by a 1980
Constitutional Amendment. One year later, in 1981, the Arizona Legislature implemented the
cap by absorbing overages as part of its constitutional obligation to provide for a uniform
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statewide school system. After paying this cost for the last 35 years, the Governor and the
Legislature, last year, shifted the cost to local jurisdictions. In March of 2016, the Property
Tax Oversight Commission, which had been given the discretion to determine how much each
jurisdiction will pay, allocated all of the responsibility for the TUSD payment to the County.
The sole reason our primary property tax rate will increase this year is State budget cost
transfers. We have absorbed all of these transfers, but we cannot responsibly absorb the
“additional state aid for education” portion.

| have made it clear throughout this memorandum that the State has placed Pima County in
an extremely difficult position by, in some cases, arbitrarily shifting its costs to the County.
In a year of improving taxable assessed values, the State has placed the County in a position
where, despite reducing costs and increasing other revenues, we must raise our primary
property tax rate. It is important the taxpayers are made aware of this shift in tax burden.

VIl. THE OVERALL BUDGET

A. Special Districts and Debt Service

1. County Library District

The Library District is funded by a dedicated secondary property tax and serves the entire
County. In FY 2016/17, the Pima County Public Library budget includes the operation of a
Main Library; 26 branches; a bookmobile; and online services, including a dynamic web portal,
Infoline, “Ask a Librarian,” online homework help, employment and career help, full-text
magazine and journal articles and downloadable e-books, audiobooks, video and music.

In support of Pima Prospers Initiatives, the Library provides educational opportunities for
workforce development, supporting employers and citizens at all ages and stages and levels
of need and blended learning, current technology platforms and new resources. The Library
offers child-centered, engaging environments that address the social, emotional and cognitive
aspects of learning. These “brain-building” spaces will support the development of executive
functions and deeper learning through fun open-ended inquiry, play and discovery.

The Library provides numerous community services to reach an educated, connected
community of readers, learners, doers and dreamers. The Library improves the livability of
the community and brings people to a higher state of wellness by providing them with avenues
to actively participate in, and contribute their expertise to finding solutions, building services
and content, performing research and taking action. The Grants and Business Centers are
conveniently located in the Idea+ Space where Catalyst Café seminars are delivered.
Idea+Space is for small business, entrepreneurs, nonprofit organizations, and people
searching for job and career services. This includes new programs on business planning, lean
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startup workshops, social media marketing, financial management, Catalyst Café events,
Library business resources, nonprofit workshops and resources for grant seekers, self-
employment assistance and resource referral, job and career help events and furniture
designed for collaboration.

Other special services include connected learning environments for youth that teach coding
and film-making, in-person tax preparation assistance, homework tutoring in the library and
online for students of all ages and in partnership with the Community Food Bank, the
Afterschool Snack Attack program. These services also contribute to the overall economic
stability of the community. The Library is transforming lives by educating, inspiring, and
connecting people.

The Library has a collection of 1.2 million catalogued items, which will be borrowed nearly 7
million times in the course of a year. The Library provides nearly 1,000 computers that
generate 1.5 million computer sessions by the public, welcomes 5.6 million visitors through
its doors each year, and nearly half of all Pima County residents hold Pima County Public
Library cards. The Library offers an increasing number of digital items to its patrons, including
e-books and downloadable audiobooks as well as streaming video. Community groups use
library meeting facilities to hold meetings of civic and educational interest, and these facilities
are gathering places where people interact, share information and engage in creating content
through 21* Century Skills.

Partners such as Pima Community College Adult Education, Literacy Connects and Make Way
for Books allow for increased literacy services such as GED preparation and English Language
Acquisition classes. Collaboration with the Metropolitan Education Commission allows the
Library to provide information about financial aid and career exploration to high school
students. The Library also partners with Pima County/Arizona@Work, the Arizona State
Library, Archives and Public Records, and the Arizona Department of Economic Security to
provide job help classes and skills training for the unemployed. Partnerships initiated by the
Library provide educational opportunities, contribute to economic development and increase
the quality of life for everyone in Pima County. Other partners include the Women’s Business
Center, YWCA Tucson, SCORE Southern Arizona, Alliance of Arizona Nonprofits, Job
Connectors Meetup, LeadlLocal, Startup Tucson, Microbusiness Advancement Center, Pima
County/Arizona@Work and the Pima County Public Library is a founding partner and steering
committee member of the Tucson Festival of Books.

Initiatives informing programing include: The White House ConnectED project, Southern
Arizona’'s Cradle to Career (C2C), as well as Pima County’s Ending Poverty Now, Pima
Prospers, and the Pima County Economic Development Plan.

Since 2012, the Pima County Public Library has partnered with the Pima County Health
Department to place public health nurses in libraries. This unique and award-winning
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intervention serves patrons with significant social and behavioral health challenges, ensures
that public health services are readily available, and creates safer and more welcoming
environments for customers. Currently, there are 15 public health nurses at 14 branch
libraries. The Library Nurse project has been recognized in Library Journal Online and Public
Libraries Magazine, as well as Nurse.com Magazine and was part of a program at the 2015
American Libraries Association Conference.

The County Library District’s property tax base is increasing for the second year in a row. The
District’s taxable net assessed value declined 3.9 percent in FY 2013, 6.47 percent in FY
2014, and 0.89 percent in FY 2015. In FY 2015/16 the tax base increased a modest 1.3
percent. The tax base is projected to increase 2.58 percent in FY 2016/17.

The FY 2016/17 Recommended Budget for operating costs, grants and operating transfers-
out is $44,715,442, which is a $2,739,621 increase from the FY 2015/16 budgeted amount

of $41,975,821.

The recommended budget will fund increased operating expenses for books and materials,
information technology, facilities management, finance and other internal service charges and
maintenance costs. Additionally, two CIP projects for new and expanded library facilities
begin in FY 2016/17.

The requested Library District property tax rate for FY 2016/17 is $0.5153 per $100 of
taxable assessed value, is unchanged from FY 2015/16. The recommended tax rate is
projected to provide $39,877,071 in revenues that will be supplemented by a projected
$2,288,900 from fines, interest, grants and miscellaneous revenue and $2,549,471 from the
Library District fund balance in order to meet the recommended overall budget of
$44,715,442. This recommended budget will reduce the ending fund balance from a projected
ending fund balance of $5,291,346 at the end of FY 2015/16 to $2,741,874 at the end of

FY 2016/17.

Last year, the State Legislature passed legislation making the Library District secondary
property tax levy subject to Truth in Taxation requirements similar to the requirements already
in place for the County’s primary property tax levy. FY 2016/17 is the first effective year of
this requirement. State Truth in Taxation statutes determine the Library District’s neutral
revenue secondary property tax levy each year. A neutral levy and the corresponding tax rate
is defined as the previous year’s levy plus additions to the tax base from new construction.
Pursuant to statute, the Library District’s neutral secondary property tax rate is $0.5118, or
$0.0035 less than the proposed secondary tax rate of $0.5153. The resulting neutral
secondary levy is $40,005,869, or 0.68 percent lower than the levy produced by the current
year's rate. As required by the statute, Truth in Taxation notices will be created and advertised
by the County. A Truth in Taxation Hearing will be held prior to the final budget adoption.

4-26



The Honorable Chair and Members, Pima County Board of Supervisors
Re: Transmittal of Recommended FY 2016/17 Budget
April 29, 2016

Page 24

2. Debt Service Fund

The total Recommended FY 2016/17 Debt Service Fund budget is $115,455,401, a
$4,634,699 increase from the current fiscal year. The Debt Service Fund includes payments
on the County’s General Obligation debt, the Street and Highway Revenue Bond debt, and
Certificates of Participation debt, ali of which are long-term debt.

General Obligation Debt Service

The County’s General Obligation Debt Service is funded with a secondary
property tax levy. The recommended General Obligation debt service of
$54,892,318, an increase of $1,179,487 from FY 2015/16, will fund existing
debt service as well as debt service on a proposed $25,681,000 bond sale
expected to occur in the spring of 2017.

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 on-going
reductions in debt service for existing outstanding bonds. As the 1997 bonds
are being retired, 2004, 2006, and 2014 bonds are being sold, incurring new
debt. The County manages the issuance of its debt to provide funding as
needed to maintain the on-going capital improvement program. The County
generally issues debt on an annual basis for General Obligation Bonds in order
to time the issuance of debt to minimize the outstanding balances and manage
the level of debt service to avoid significant spikes in payments in any year.

The County has several major capital improvement projects next fiscal year
using General Obligations, including the completion of the Public Service Center,
construction of the new Pima Animal Care Center, flood control, erosion control,
and urban drainage; and various park improvement projects.

I recommend that the General Obligation Debt Service tax rate remain
unchanged at $0.7000 per $100 of assessed value for FY 2016/17.

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 Fund (HURF) revenues the Transportation Department receives from the
State of Arizona. The recommended Street and Highway Revenue Bond debt
service of $18,983,109, a $419,401 increase from FY 2015/16, will fund
existing debt service, as well as debt service on a proposed $10 million bond
sale expected to occur in the spring on 2017.
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o Certificates of Participation Debt Service

The Certificates of Participation (COPs) debt service of $41,579,974, an
increase of $3,035,811 from FY 2015/16, includes the COPs issued in prior
years for the acquisition or construction of County facilities such as the Public
Service Center, the Bank of America building, the Fleet Services Facility, and
various sewer projects. Certificates of Participation debt service is paid from
funds other than the General Obligation debt service tax levy.

¢ Sewer Debt Service

In addition to the debt service included in the Debt Service Fund, Pima County
has debt service that is included in the Regional Wastewater Reclamation
Enterprise Fund and paid for with sewer system revenues. Of the County’s
$1.3 billion debt, $120,095,000 is for sewer revenue bonds, $472,240,000 is
for sewer revenue obligations, and $16,563,716 is for loans from the Water
Infrastructure Finance Authority of Arizona (WIFA); this total of $608,898,716,
or 47 percent, is the direct debt of the County and is repaid solely from sewer
system revenues with no impact on the overall Debt Service Tax Rate. In
addition to the direct sewer debt, another $62 million of the remaining County
debt consists of Certificates of Participation issued to pay for sewer projects.
In total, debt for sewer infrastructure is approximately 52 percent of all County
debt.

3. Regional Flood Control District

For the second time in seven years, the value of the Regional Flood Control District’s (RFCD)
property tax base is forecasted to increase. The RFCD'’s taxable net assessed value declined
4 percent in FY 2011, 10.5 percent in FY 2012, 5.1 percent in FY 2013, 6.57 percent in FY
2014 and 0.01 percent in FY 2015. The RFCD’s tax base increased by 2.21 percent in FY
2015/16. The RFCD’s tax base is projected to increase 2.49 percent in FY 2016/17. The
RFCD has responded to previous declines by closely monitoring and controlling costs and by
reducing the amount of funding transferred to its Capital Improvement Program in order to
maintain a consistent property tax rate.

The recommended operating budget for the various components of the RFCD is $17,652,430,
which is $162,318 more than the current year’s budget, and reflects increased costs of
operations, engineering services, and repairs and maintenance to new and existing flood
control facilities. This amount also includes $212,501 of grant-related expenditures.

The overall RFCD Fund’s recommended budget also includes $1,000,000 of revenue and
$967,900 of expenditures related to a future Canoa Ranch In-Lieu Special Revenue Fund.
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This fund is used to design, construct and maintain ecosystem restoration within the Canoa
Ranch In-Lieu Fund project site.

Also recommended are operating transfers-out of $7,183,635 including $6,863,964 to the
Capital Projects Fund, $189,602 to the Stadium District for operating and maintenance costs
of the Kino Environmental Restoration Project, $10,000 in funding for the County’s Native
Plants Nursery, $20,000 in funding for Tucson Clean and Beautiful, $22,501 of Flood Control
Grants match and $77,658 to the Debt Service Fund for the RFCD’s share of debt service on
Certificates of Participation issued in 2010 for the Countywide Enterprise Accounting System.
This represents a decrease of $1,461,869 in operating transfers-out from the current fiscal

year.

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 contiguous to existing watersheds within the County. These land
acquisitions serve the dual purpose of protecting existing riparian habitat corridors and
preventing future flood damages.

I recommend the RFCD’s FY 2016/17 tax rate be increased $0.0200 to $0.3335 per $100
of assessed value in order to meet its existing and growing obligations by providing necessary
adjustments to increased operational costs that have been deferred during the past seven
years of the economic recession and resulting contraction of the RFCD’s tax base.

Last year, the State Legislature passed legislation making the Regional Flood Control District
secondary property tax levy subject to Truth in Taxation requirements similar to the
requirements already in place for the County’s primary property tax levy. FY 2016/17 is the
first effective year of this requirement. State Truth in Taxation statutes determine the Regional
Flood Control District’s neutral revenue secondary property tax levy each year. A neutral levy
and the corresponding tax rate is defined as the previous year’s levy plus additions to the tax
base from new construction. Pursuant to statute, the Regional Flood Control District’s neutral
secondary property tax rate is $0.3088, or $0.0247 less than the proposed secondary tax
rate of $0.3335. The resulting neutral secondary levy is $21,892,252, or 8 percent lower
than the levy produced by the current year’s rate. As required by the statute, Truth in Taxation
Notices will be created and advertised by the County. A Truth in Taxation Hearing will be held
prior to the final budget adoption.
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B. Annual Capital Projects Fund Budget and Capital Improvement Plan Budget

As set forth in Table 6 below, the FY 2016/17 recommended Capital Improvement Plan of
$151,833,384 consists of the Capital Projects Fund Budget of $100,729,169 and the Capital
Projects of Regional Wastewater Reclamation of $46,733,324, Fleet Services of $2,441,009,
Facilities Management-Garages of $354,882 and Telecommunications of $1,575,000. A
complete list of projects for the Recommended Capital Improvement Plan is included in the
Capital Projects section of this Recommended Budget Book.

Table 6: Recommended FY 2016/17 Capital Projects Fund Budget and Capital Im

provement Plan Budget.

FY 2015/16 FY 2016/17
Bond and Non- Bond and Non- . 2004/2006/2014
Bond Project Bond Project Difference 1997 Bonds Bonds Non-Bonds
Capital Improvement Plan Budgets Budgets
Capital Projects Fund
Transportation $41,892,895 $46,146,922 $4,254,027 $4,758,046 $ - $41,388,876
Facilities Management 14,135,808 31,187,755 17,051,947 - 16,441,274 15,746,481
Sheriff's Department - 300,000 300,000 - 300,000 -
Regional Flood Control District 13,894,819 15,632,511 1,737,692 - 893,511 14,739,000
Parks and Recreation 6,481,516 1,037,929 (5,443,587) - 1,037,929 .
Information Technology 337,126 750,000 412,874 = - 750,000
Community Development 1,828,301 3,868,286 2,039,985 693,820 3,157,257 17,209
Environmental Quality 3,400,000 1,280,615 (2,119,385} 429,219 851,396 -
Office of Sustainability and 1,344,012 525,151 (818,861) - 525,151
Conservation
Total Capital Projects Fund $83,314.477 $100,729,169 $17.414,692 $5,881,085 $22,206,618 $72,641,566
Wastewater Reclamation Budget | $47,507,510 $46,733,324 $(774,186) - - $46,733,324
Fleet Services Budget 2,186,827 2,441,009 254,182 - - 2,441,009
Facilities — Garages 735,000 354,882 (380,118) - - 354,882
Telecommunications Budget 2,189,739 1,575,000 (614,739) = - 1,675,000
Total Capital Improvement Plan $135,933,553 $151,833,384 $15,899,831 $5,881,085 $22,206,518 |$123,745,781

Note: The FY 2015/16 total for the Capitol Projects Fund excludes $11,065 of consulting expenses for arbitrage calculations.

1. Capital Projects Fund Budget

The recommended $100,729,169 Capital Projects Fund Budget for FY 2016/17 is an increase
of $17,414,692, or 21 percent, from the current year’s budget of $83,314,477.

Of the total Capital Projects Fund, $5,881,085 is funded through 1997 bonds, $22,206,518
is funded through 2004/2006/2014 bonds, and the remaining $72,641,566 is funded through
other non-bond sources including Regional Transportation Authority (RTA) Sales Taxes,
Impact Fees, Grants, Certificates of Participation, and General Funds.

The Department of Transportation has budgeted $46.1 million for 50 projects. The projects
include the Sunset Rd, Silverbell Rd to I-10 for $10.6 million and the Wilmot Rd North of
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Sahuarita Rd for $8.4 million. Funding for the FY 2016/17 Department of Transportation
Capital Program consists of $18.1 million in RTA funding, $10.6 million in Impact Fees, $6.8
million in State Revenue, $4.8 million in HURF Bonds, $2.4 million in Grants, and $3.4 million
from various other funding sources.

Facilities Management has budgeted $31.2 million for 10 projects. This year's requested
budget includes $12.8 million for the new Animal Care Center funded with GO bonds
authorized by the voters in 2014, and $9.2 million for the Project Curvature World View,
funded with Certificates of Participation.

Regional Flood Control District has budgeted $15.6 million for 16 projects including $3.7
million for Pantano Wash, Ft Lowell Park to Tanque Verde Road and $3 million for El Corazon
de los Tres Rios Del Norte, both funded with Tax Levy Revenue.

2. Regional Wastewater Reclamation Capital Budget

The FY 2016/17 recommended capital budget for the Regional Wastewater Reclamation
Department (RWRD) is $46,733,324, a decrease of $774,186 from FY 2015/16. The FY
2016/17 Capital Program is planned to be funded entirely with RWRD Obligations.
Conveyance projects total $35.8 million including $10 million for Minor Rehabilitation Projects,
$9.2 million for the SE Interceptor Augmentation and $6.8 million for the North Rillito
Interceptor Rehabilitation Project. Treatment projects total $10.6 million and include the
Continental Ranch Regional Pump Station Modification project budgeted for $4.5 million.

3. Fleet Services Capital Budget

The FY 2016/17 recommended capital budget for Fleet Services is $2,441,009, an increase
of $254,182 from FY 2015/16. The recommended budget includes $1.7 million for the
Mission Road Complex Fuel Island that will be funded through Certificates of Participation.

Vill. COMBINED TOTAL COUNTY BUDGET

A. Combined County Property Tax Rate and Levy

The combined primary and secondary property taxes levied by the County fund 38 percent of
the total County Recommended Budget expenditures. These are the only County revenues
over which the Board has substantial control. The remainder of the County budget is
supported almost entirely by charges for services and intergovernmental revenues, primarily
State revenue sharing and grants.
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As discussed in Section VI above, it is recommended that the County’s primary property tax
rate, which supports the County’s General Fund, be increased by $0.1030 to $4.4907 per
$100 of taxable assessed value. Pursuant to State Truth in Taxation Statutes, the levy
produced by this tax rate will be over the neutral levy; and a Truth in Taxation hearing will be
required to be noticed and held at the same time as Final Budget Adoption. The County’s
neutral levy is $4.3581 per $100 of taxable assessed value.

The County controls three secondary property tax rates and their associated levies: Library
District, Regional Flood Control District and Debt Service. The property tax rate for the
Regional Flood Control District will increase by $0.0200 from FY 2015/16 rate to $0.3335
per $100 of taxable assessed value. The property tax rate for Debt Service will remain
unchanged from the FY 2015/16 rate of $0.7000 per $100 of taxable assessed value. The
Library District rate will also remain unchanged from the FY 2015/16 rate of $0.5153 per
$100 of taxable assessed value. The net of these changes in the secondary property tax rates
and increased taxable assessed values will produce $4.4 million of additional revenue in FY

2016/17.

The result of these recommendations is a combined County property tax rate of $6.0395 per
$ 100 of taxable assessed value, a $0.1230 increase over the FY 2015/16 tax rates. The FY
2016/17 recommended primary and secondary County tax rates are summarized in Table 7

below.

Table 7: Combined Recommended County Property Tax Rate.

FY
2015/16 FY 2016/17

Adopted Recommended
Description Rates Rates Difference
Primary $4.3877 $4.4907 $0.1030
Library District 0.5153 0.5153 0.0000
Debt Service 0.7000 0.7000 0.0000
Regional Flood Control District 0.31356 0.3335 0.0200
TOTAL $5.9165 $6.0395 $0.1230

For only the second time in seven years, the value of the County’s overall property tax base
will increase next fiscal year. Consequently, the rates recommended above will be applied to
a primary tax base that is 2.58 percent more than the current year's base and to secondary
tax bases that range from an increase of 2.58 percent (Debt Service) to an increase of 2.49
percent (Regional Flood Control District). This net increase in the tax base, combined with
the net changes in the primary and secondary property tax rates, results in the recommended

4-32



The Honorable Chair and Members, Pima County Board of Supervisors

Re: Transmittal of Recommended FY 2016/17 Budget

April 29, 2016
Page 30

combined County property tax levy increasing by $21,009,991, or 4.7 percent, more than

the current year levy as shown in Table 8 below.

Table 8: Combined Recommended County Property Tax Levy.

FY 2016/17
FY 2015/16 Recommended
Description Adopted Levies Levies Difference
Primary $334,358,074 $351,024,536 $16,665,962
Library District 39,267,720 40,279,454 1,011,734
Debt Service 53,342,526 54,716,898 1,374,372
Regional Flood Control District 21,685,425 23,643,348 1,957,923
TOTAL $448,654,245 $469,664,236 $21,009,991

B. Combined County Budget

The combined Recommended County Budget, reflected in the budget schedules and
departmental budget summaries following this memorandum, is $1,226,880,273. This is a
$60,011,131, or a 5.1 percent, increase from the FY 2015/16 Adopted Budget of
$1,166,869,142.

IX. ROAD REPAIR FUND

Staff has recently noted that Highway User Revenue Fund (HURF) collections are beginning
to show moderate increases in the second half of FY 2015/16 over and above the original
budgeted amount and prior year-end revenue forecasts. Preliminary forecasts show that these
additional HURF dollars could bring in an up to an additional $2.5 million of revenue by the
end of FY 2015/16. Updated forecasts for FY 2016/17 includes another $2.5 million of
additional HURF in addition to the $42.5 million of collections revenue currently in the

recommended budget.

The Legislature is considering a bill for FY 2016/17 that includes a one-time $96 million “give-
back” Statewide to offset past sweeps of HURF to fund the State’s Department of Public
Safety. Of this $96 million, $30 million will be distributed to counties. Pima County’s share
of these county funds would be approximately $1.75 million dollars.

If all of the scenarios above come to pass, the County may have up to $6.75 million of

additional HURF revenues than are currently in the recommended budget. The logical use of
these funds is pavement preservation. However, given the uncertainties involved in the

4-33



The Honorable Chair and Members, Pima County Board of Supervisors
Re: Transmittal of Recommended FY 2016/17 Budget

April 29, 2016

Page 31

additional revenues actually coming about, it is premature to add these revenues and the
pavement preservation expenditures to the recommended budget.

| have instructed staff to closely review the HURF distribution reports for the month of April
to determine if it appears that the County is actually receiving the additional revenue. Staff
will also monitor the proposed state legislation as it moves through the legislative approval
process. | will likely make a recommendation to budget the additional revenue and
expenditures in Transportation’s proposed tentative adopted budget if it appears that we will
receive all, or part, of these additional funds under the condition that the revenues must
actually be realized before being spent on pavement preservation.

X. PROPERTY TAX RATE STABILIZATION AND COMPENSATION FUND

As | have discussed throughout this memorandum the State’s past actions combined with the
failure of the Legislature to adopt an FY 2016/17 State budget has caused significant
uncertainty in Pima County’s budgeting process. Eventual action on the part of the State
and/or the Courts may change the recommendations that | have made to this point.

As part of the FY 2015/16 budget adoption, the Governor and the State Legislature
accelerated the process of shifting State Budget costs to the counties. This budget transferred
Juvenile Detention, Arizona Department of Revenue collection, Arizona Long Term Care Dental
and Presidential Preference Primary Elections costs to Pima County.

Additionally, the Governor and the Legislature reversed the 35-year old practice of providing
funding to school districts for owner-occupied residential properties whose primary property
tax rates exceeds one percent of the property value (One Percent Homeowners Rebate).
Instead, the poorly written and unconstitutional legislation directed that this exceedance was
to be paid by the jurisdictions in the impacted county that levy a primary property tax including
impacted school districts. Appropriation of this liability was made the responsibility of the non-
elected Property Tax Oversight Commission (PTOC).

In response to the passage of this unconstitutional legislation, Pima County filed a lawsuit to
have it overturned. This case is now being litigated in the Maricopa County Superior Court. It
is expected that oral arguments will be held on May 12, 2016 and a decision reached by late

June.

In response to the statute regarding the one percent homeowners rebate, Pima County
budgeted our expected $8.1 million proportional liability under the disputed statute. The Board
of Supervisors also previously approved a $0.1098 primary property tax rate increase to
provide an ongoing funding source for this state cost transfer.
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The PTOC met on March 15, 2016 to apportion the liability under the one percent homeowners
rebate for FY 2015/16. The total liability (as determined by PTOC) was $16.8 million for Pima
County as a whole payable primarily to TUSD with small amounts payable to other impacted
school districts in the County.

The legislation provided $1 million of this liability for each county. The PTOC using an incorrect
and unreasonable interpretation of the statute allocated the full remaining $15.8 million liability
to Pima County. The additional $7.8 million cost of this decision will be paid out of the
County’s General Budget Reserve decreasing the funds available for the following year's

budget.

Numerous discussions have been held with the Governor’s Office and ATRA to correct the
poorly written one percent homeowners rebate statute. To date, no changes have been
approved by the Legislature.

As of the date of this communication, the Legislature has not adopted an FY 2016/17 State
budget. The County must build its budget based on assuming the worst-case impact of the
State budget to the County. The County’s FY 2016/17 recommended budget now includes
all of the accelerated State Budget costs shifts that were approved in FY 2015/16.

The proposed budget also assumes that Pima County will be fully liable for $15.8 million
dollars of FY 2016/17 one percent homeowners liability costs. In order to fund the ongoing
full cost of this liability, the proposed budgeted primary property tax rate has been increased
by $0.1030 over the FY 2015/16 rate.

As can be seen above, the State of Arizona’s inability to craft a budget and fix various issues
regarding cost shifts to Pima County has left many parts of the County’s FY 2016/17 budget
in an uncertain state. In order to reduce some of this uncertainty, | have instructed Finance
Staff to reserve $12 million of the $46.5 million General Fund Budget Reserve in a “Property
Tax Rate Stabilization and Compensation Fund.”

This fund will serve two functions: 1) In the event that the Board of Supervisors does not
approve the proposed $0.1030 primary property tax rate increase to $4.4907 per $100 of
taxable value, $7.8 million or more of these one-time reserved funds will be available to fully
fund the worst-case FY 2016/17 one percent homeowners rebate liability as determined by
the PTOC. 2) While most of these funds are one-time in nature, a portion can be utilized for
possible compensation adjustments in FY 2016/17. However, using one-time dollars for
ongoing personnel costs is certainly risky and must be made under the assumption ongoing
revenues will be increased or ongoing expenses will be reduced.

CHH/dr
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Tentative Budget Adoption: Fiscal Year 2016/17

Background

Pursuant to State statute, the Board of Supervisors 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 Budget Adoption on June 21, 2016, the Board may reallocate expenditures and
revenues among departments differently than as set forth in the Tentative Budget and may
decrease expenditures, as well as corresponding tax rates.

Status Report

My original recommendations were included in my transmittal of the Recommended Budget
to the Board on April 29, 2016. The Recommended Budget included $1,226,880,273 of
combined County expenditures. $587,875,300 of this amount represents General Fund
expenditures and reflects the impacts of $18.8 million of expected State cost shifts to Pima
County.

Impact of State Budget Cost Shifts

At the time | submitted my recommendations to the Board, the State Legislature was still in
session and considering a State Budget. The Governor and the Legislature have since passed
and signed a budget for Fiscal Year (FY) 2016/17. This budget did nothing to address the
$18.8 million of additional State Budget cost shifts to Pima County.

As indicated in my Recommended Budget memorandum, Pima County was held fully liable
by the unelected State of Arizona’s Property Tax Oversight Commission (PTOC) for $15.8
million of FY 2015/16 one-percent homeowners rebate liability costs that had been paid by
the State to the Tucson Unified and other school districts for the last 35 years. In the FY
2015/16 Adopted Budget, the Board approved an increase of $0.1098 in the primary
property tax rate to cover the anticipated ongoing County share of these longtime State
costs in the amount of $8 million with the presumption of the remainder being shared among
other primary property taxing jurisdictions within Pima County. The additional $7.8 million
cost of PTOC’s decision will be paid from the FY 2015/16 General Fund Budget Reserve,
reducing the amount of funding available to be carried forward into the FY 2016/17 budget.

The FY 2016/17 proposed Tentative Adopted Budget assumes Pima County will continue to
be held liable for the full $15.8 million of one-percent homeowners rebate costs by the PTOC.
In order to fund the ongoing additional $7.8 million annual cost of this liability, the proposed
budgeted primary property tax rate has been increased by $0.1030 to $4.4907 per $100 of
taxable value. | cannot emphasize enough the only reason | am asking the Board to consider
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an increase in the primary property tax rate is to cover the full cost of the State’s shift of its
fiscal responsibility to Pima County. The primary reason | am recommending a property tax
increase is because this additional fiscal liability is an ongoing and recurring expense. It is
not a one-time expense that could be covered with a payment from the fund balance.

Statutory Constables Salary Increase

Arizona Revised Statute 11-4241.01 sets the maximum salary for Constables in precincts
with 16,000 or more registered voters at $67,000 per year. All Constables, with the
exception of the Ajo Constable (Precinct 3), currently earn $61,208 per year. Constables
that are currently up for reelection in Precincts 1, 4, 6, 7, 8, 9 and 10 are eligible to receive
the maximum salary beginning in January 2017. Constables in Precincts 2 and 5 will be
eligible for an increase to the maximum in FY 2018/19. The Recommended Budget includes
$27,369 in salary and associated benefit increases to fund the first six months of costs of
the FY 2016/17 increases.

Correction in Number of County Budgeted Full Time Equivalents (FTEs)

The Recommended FY 2016/17 FTE count in Table 3: Total Budgeted FTE Positions, FY
2007/08 Adopted through FY 2016/17 Recommended Budget, is understated. The correct
number of FTEs contained in the FY 2016/17 Recommended Budget is 7,164, not the 7,063
originally shown. This means that overall, the FTE count actually increased by a net 103
FTEs over the FY 2015/16 count rather than remaining essentially unchanged as originally
reported. The revised table is provided below.

Total Budgeted FTE Positions, FY 2008 Adopted Budget
through FY 2016/17 Recommended Budget

Cumulative

Budgeted Change in Change in
FY FTEs Budgeted FTEs | Budgeted FTEs

2007/08 8,396

2008/09 8,113 (283) (283)
2009/10 7,838 (275) (558)
2010/11 7,753 (85) (643)
2011/12 7,361 (392) (1,035)
2012/13 7,314 (47) (1,082)
2013/14 7,329 15 (1,067)
2014/15 7,255 (74) (1,141)
2015/16 7,061 (194) (1,335)
2016/17 7,164 103 (1,232)

The majority of the year-to-year increase in FTEs occurs in the General Fund. The increase
in the funded FTEs is primarily the result of a change in the methodology of budgeting for
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temporary employees such as election workers, temporary parks staff, etc. These positions
are now budgeted in the same manner as other County positions rather than lumped together
in order to present a clearer picture of budgeted salaries and benefits costs. The increase is
also net of various increases and decreases in the funded FTE count within the various
County departments. Descriptions of FTE changes are included within the individual
department budget descriptions in the Recommended Budget book.

Proposed Tentative Budget Adjustments

Based on additional information available since the transmittal of the Recommended Budget,
| propose the following adjustments to the original recommendations:

General Fund

My original recommendation includes an $849,551 operating transfer of General Funds to
the Economic Development and Tourism Special Revenue Fund (ED&T) in order to fund
various outside agencies. Included in this transfer is $149,519 to partially fund the $422,844
County investment in the JobPath Program. The proposed Tentative Adopted Budget
increases the transfer to fund JobPath by $77,156 to $226,675. This increases the overall
operating transfer to ED&T to $926,707.

Also included in my recommended operating transfer of General Funds to ED&T was
$304,527 to partially fund the $441,000 County payment to Sun Corridor Inc. (SCI). The
proposed Tentative Adopted Budget increases the transfer to fund SCI by $210,000 to
$514,527. This increases the overall operating transfer to ED&T to $1,136,707.

The Recommended Budget includes a $1,840,289 State mandated payment of County funds
to the Arizona Department of Juvenile Corrections through the Arizona Department of
Administration. The final State Budget included a one-time reduction of $1,226,900 of this
payment to $613,389. | am instructing staff to add these cost savings to the $12 million
reserved in the new Property Tax Rate Stabilization and Compensation Fund component of
the General Fund Budget Reserve, increasing its total to $13,226,900.

The State Budget includes a supplemental appropriation to reimburse counties for the
Presidential Preference Election. The State will reimburse Pima County a total of $1,356,787
versus our budgeted $881,794. The additional reimbursement of $474,993 will also be
added to the reserve in the Property Tax Rate Stabilization and Compensation Fund
component of the General Fund Budget Reserve, increasing its total to $13,701,893.

As a result of the changes above, the proposed General Fund Budget Reserve is increased
from $46,378,198 to $47,793,015.

The effect of all these adjustments is that the General Fund’s Recommended Expenditure
amount of $587,875,300 will increase a net of $187,837 to $588,063,137.
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Other County Funds

My original recommendation included $422,844 of expenditures for the JobPath program
within the ED&T. The funding for this program is increased in the proposed Tentative
Adopted Budget to $500,000.

An economic analysis of the benefits associated with the County’s funding of JobPath
programs over the last five years, during the longest and deepest recessionary period in Pima
County in recent history, shows the County’s public investment in JobPath has yielded a
4 to 1 ratio of benefits realized versus cost. When direct wages are then translated into
traditional direct and indirect economic benefits, the total economic impact of the JobPath
program over the years studied is $34.3 million, resulting in a benefit to cost ratio of 17 to
1 on the County’s public investment in JobPath programming. The recent, multiple
announcements of new companies relocating to or expanding in Pima County have increased
the need for a local trained workforce. In order to respond to this need and to enhance the
benefit ratio of our investment, the total JobPath budget for FY 2016/17 is proposed to
increase $77,156 from $422,844 to $500,000.

My original recommendation included $441,000 of expenditures for the SCI contract
administered by ED&T. | propose that our contract with SCI for FY 2016/17 include a similar
provision as contained in FY 2015/16 to pay a base amount of $441,000 plus an optional
$210,000. These additional funds will be used to facilitate, implement and market County
economic development properties to prospective new, export-based companies. ED&T's
proposed tentative budget includes a total of $651,000 for SCI.

Transportation, Road Repair Fund. As | indicated in my Recommended Budget memorandum,
Highway User Revenue Fund (HURF) collections are beginning to show moderate increases.
Based on actual collections by the State through the end of April 2016, staff forecasts the
County will receive an additional $2 million of revenue in FY 2015/16. These additional funds
are included in the FY 2016/17 Recommended Budget. Trends also appear to show the
County will receive $1 million of HURF in addition to the $42.5 million currently included in
the FY 2016/17 Recommended Budget.

Before adjourning the recent session, the Legislature approved a bill (House Bill 2708) for FY
2016/17 that includes a one-time $96.5 million “give-back” statewide to partially offset past
sweeps of HURF used to fund the State’s Department of Public Safety. Of this $96.5 million,
$30 million will be distributed to counties. Pima County’s share of these county funds will
be approximately $1.75 million.

Based on this information, it appears the County may receive up to $2.75 million of additional
HURF revenues over the amount included in the FY 2016/17 Recommended Budget. The
proposed tentative adopted revenues for transportation have been increased to reflect the
anticipated additional HURF. Also, transportation expenditures have been increased by $4.75
million and are dedicated to pavement preservation. As the additional HURF funds are
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realized, they will be allocated to pavement preservation projects.

Combined County Budget

If all recommendations are approved, the combined total County property tax rate is
increased $0.1230 from the FY 2015/16 rate. The combined levies produced by this rate
will increase by $21,009,991, or 4.7 percent from the current year.

The combined primary and secondary property taxes levied by the County fund 38 percent
of the total County recommended expenditures.

The combined overall County Proposed Tentative Budget for FY 2016/17 s
$1,232,105,266, which is $65,236,124, or 5.6 percent, more than the current year and
$250,609,230, or 16.9 percent, less than nine years ago.

Major components of this year-to-year expenditure increase include:

Increase in Capital Projects Costs $23,507,346
State Budget Cost Shifts 17,597,362
Property Tax Stabilization and Compensation Fund 13,701,893
Increase in Debt Service 4,634,699
Increase in Employee Benefits 4,171,325
Increase in General Fund Budget Reserve 3,834,795
Total Major Budget Cost Increases $67,447,420

Prior to final adoption of the budget on June 21, 2016, | will transmit to the Board any other
recommended adjustments to the Tentative 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 presented within the Proposed Tentative Budget to the Board, which are
the tax rates listed in the table below.

Recommended FY 2016/17 Budgets and Tax Rates

The table below outlines the budgets and tax rates | propose for FY 2016/17. Should the
Board, at the time of Tentative Budget adoption, take action to increase County expenditures
beyond those included in the Proposed Tentative Budget, the budget ceiling and/or the tax
rate may increase above the amounts listed below.
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FY 2016/17 Budget Budget Tax Rate

Total County Budget $1,232,105,266 $6.0395
General Fund 588,063,137 4.4907
County Free Library District 42,166,526 0.5153
Regional Flood Control District 17,652,430 0.3335
Debt Service 115,455,401 0.7000
Stadium District 5,398,439 | = -

According to the State’s PTOC, Pima County’s neutral FY 2016/17 Primary Levy is
$340,659,594. The primary levy being proposed is $351,024,536. A neutral levy is defined
by State statute as containing no increase that results from any increase in the value of
existing property in the County due to market appreciation. Under the proposed tentative
primary property tax rate as presented, the County will be required to issue a Truth in
Taxation Notice and hold a Truth in Taxation public hearing prior to final budget adoption.
Preliminary calculations based on the Proposed Tentative Budget are contained in
Attachment 1.

Last year, the State Legislature passed legislation making the County Library and Regional
Flood Control Districts secondary property tax levies subject to Truth in Taxation
requirements similar to the requirements already in place for the County’s primary property
tax levy as described above. FY 2016/17 is the first effective year of this requirement, and
the impact to each district is as follows:

e The Library District’s neutral secondary levy is $40,005,570. The secondary levy
being proposed is $40,279,454. Pursuant to statute, the District will be required
to issue a Truth in Taxation Notice and hold a Truth in Taxation public hearing
prior to final budget adoption. Preliminary calculations based on the proposed
tentative County Library District budget are contained in Attachment 2.

e The Regional Flood Control District’s neutral secondary levy is $21,892,252.
The secondary levy being proposed is $23,643,348. Pursuant to statute, the
District will be required to issue a Truth in Taxation Notice and hold a Truth in
Taxation public hearing prior to final budget adoption. Preliminary calculations
based on the proposed tentative Regional Flood Control District budget are
contained in Attachment 3.

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 included as Attachment 4 to this memorandum.

Employee Benefits

The County continues to see increases in overall benefits costs, and the Proposed
Tentative Budget reflects the benefits adjustments to date. FY 2015/16 budgeted benefits
totaled $139.2 million. Based on both outside factors and specific actions the Board has
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taken this budget cycle, FY 2016/17 budgeted benefits will increase $4.2 million to
approximately $142.4 million.

The Board took two actions earlier this year that impact both the County’s and employees’
benefits costs in FY 2016/17:

e Eliminated the PPO Health Plan for approximately 1,300 County Employees.

e Moved all employees to one existing High Deductible Health Plan (HDHP).

e Ensured that all eligible employees in the HDHP will receive $1,000 or $2,000
contributions Health their Health Savings Account.

e Structured the employees’ biweekly share of premium contributions to fund the
County’s self-insured health plan in order for employees to share in the reduction
in health plan cost increases during the first years of the new plan. Many
employees that take advantage of the premium discounts offered by the County
will pay little or nothing in biweekly premiums.

Employee Compensation

In previous memoranda, | shared information regarding various employee compensation
proposals from employee groups, the Sheriff, etc. My Proposed Tentative Adopted Budget
does not include recommendations for employee pay increases. | plan to submit a
memorandum to the Board detailing specific proposals, options and costs of employee
compensation adjustments prior to Final Budget Adoption. The Board can take action on
any of the proposals as part of Final Budget Adoption on June 21, 2016.

Recommendation

| recommend the Board of Supervisors tentatively adopt the Fiscal Year 2016/17 budget as
presented to the Board in the April 29, 2016 memorandum “Transmittal of Recommended
Fiscal Year 2016/2017 Recommended Budget” and the updated budget, including the
changes described in this memorandum.

Respectfully submitted,

<

C.H. Huckelberry
County Administrator

CHH/mjk — May 18, 2016

Attachments
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THE ADVERTISEMENT MUST BE:

PLACED IN MAIN SECTION ONLY. (CANNOT BE PLACED IN CLASSIFIED OR
LEGAL ADVERTISING SECTION.)

ONE-FOURTH PAGE IN SIZE
HAVE A SOLID BLACK BORDER AT LEAST ONE-EIGHTH INCH WIDE

HEADER OR ADVERTISEMENT MUST BE AT LEAST 18 POINT TYPE.

TRUTH IN TAXATION HEARING

NOTICE OF TAX INCREASE

In compliance with section 42-17107, Arizona Revised Statutes, Pima County is
notifying its property taxpayers of Pima County’s intention to raise its primary property
taxes over last year’s level. Pima County is proposing an increase in primary property
taxes of $10,364,942 or 3.04%.

For example, the proposed tax increase will cause Pima County’s primary property
taxes on a $100,000 home to increase from $435.81 (total taxes that would be owed
without the proposed tax increase) to $449.07 (total proposed taxes including the tax
increase).

This proposed increase is exclusive of increased primary property taxes received from
new construction. The increase is also exclusive of any changes that may occur from
property tax levies for voter approved bonded indebtedness or budget and tax
overrides.

All interested citizens are invited to attend the public hearing on the tax increase that is
scheduled to be held on Tuesday, June 21, 2016, at 9:00 a.m. or thereafter in the Board
of Supervisors Hearing Room, Pima County Administration Building, 130 W. Congress,
1st Floor, Tucson, Arizona.

Publish:
Arizona Daily Star Daily Territorial Ajo Copper News

Sunday, June 5, 2016 Monday, June 6, 2016 Wednesday, June 8, 2016
Sunday, June 12,2016  Monday, June 13, 2016 Wednesday, June 15, 2016
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THE ADVERTISEMENT MUST BE:

PLACED IN MAIN SECTION ONLY. (CANNOT BE PLACED IN CLASSIFIED OR
LEGAL ADVERTISING SECTION.)

ONE-FOURTH PAGE IN SIZE
HAVE A SOLID BLACK BORDER AT LEAST ONE-EIGHTH INCH WIDE

HEADER OR ADVERTISEMENT MUST BE AT LEAST 18 POINT TYPE.

TRUTH IN TAXATION HEARING

NOTICE OF TAX INCREASE

In compliance with section 48-254, Arizona Revised Statutes, Pima County Free Library
District is notifying its property taxpayers of Pima County Free Library District’s intention
to raise its secondary property taxes over last year’s level. Pima County Free Library
District is proposing an increase in secondary property taxes of $273,584 or 0.68%.

For example, the proposed tax increase will cause Pima County Free Library District’s
secondary property taxes on a $100,000 home to increase from $51.18 (total taxes that
would be owed without the proposed tax increase) to $51.53 (total proposed taxes
including the tax increase).

This proposed increase is exclusive of increased secondary property taxes received
from new construction. The increase is also exclusive of any changes that may occur
from property tax levies for voter-approved bonded indebtedness.

All interested citizens are invited to attend the public hearing on the tax increase that is
scheduled to be held on Tuesday, June 21, 2016, at 9:00 a.m. or thereafter in the Board
of Supervisors Hearing Room, Pima County Administration Building, 130 W. Congress,
1st Floor, Tucson, Arizona.

Publish:
Arizona Daily Star Daily Territorial Ajo Copper News

Sunday, June 5, 2016 Monday, June 6, 2016 Wednesday, June 8, 2016
Sunday, June 12,2016  Monday, June 13,2016  Wednesday, June 15, 2016
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THE ADVERTISEMENT MUST BE:

PLACED IN MAIN SECTION ONLY. (CANNOT BE PLACED IN CLASSIFIED OR
LEGAL ADVERTISING SECTION.)

ONE-FOURTH PAGE IN SIZE
HAVE A SOLID BLACK BORDER AT LEAST ONE-EIGHTH INCH WIDE

HEADER OR ADVERTISEMENT MUST BE AT LEAST 18 POINT TYPE.

TRUTH IN TAXATION HEARING

NOTICE OF TAX INCREASE

In compliance with section 48-254, Arizona Revised Statutes, Pima County Flood
Control District is notifying its property taxpayers of Pima County Flood Control District’s
intention to raise its secondary property taxes over last year’s level. Pima County Flood
Control District is proposing an increase in secondary property taxes of $1,751,096 or
8.00%.

For example, the proposed tax increase will cause Pima County Flood Control District's
secondary property taxes on a $100,000 home to increase from $30.88 (total taxes that
would be owed without the proposed tax increase) to $33.35 (total proposed taxes
including the tax increase).

This proposed increase is exclusive of increased secondary property taxes received
from new construction. The increase is also exclusive of any changes that may occur
from property tax levies for voter-approved bonded indebtedness.

All interested citizens are invited to attend the public hearing on the tax increase that is
scheduled to be held on Tuesday, June 21, 2016, at 9:00 a.m. or thereafter in the Board
of Supervisors Hearing Room, Pima County Administration Building, 130 W. Congress,
1st Floor, Tucson, Arizona.

Publish:
Arizona Daily Star Daily Territorial Ajo Copper News

Sunday, June 5, 2016 Monday, June 6, 2016 Wednesday, June 8, 2016
Sunday, June 12,2016  Monday, June 13, 2016 Wednesday, June 15, 2016
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Note: On page six of the memorandum, Tentative Budget Adoption: Fiscal Year
2016/17, May 24, 2016, makes reference to the publication of the Tentative
Budget, “... in a format prescribed by the Arizona Auditor General” and indicates
that the format is presented in Attachment 4. However, these pages, which show
the estimates of revenues and expenditures/expenses, have been withdrawn,
since they 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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Board of Supervisors Memorandum

June 7, 2016

Tentative Budget Adoption:
Fiscal Year 2016/17 Overall County Budget

Background

Pursuant to State statute, the Board of Supervisors 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 budget adoption on July 5, 2016, the Board may reallocate expenditures and
revenues among departments differently than as set forth in the tentative budget and may
decrease expenditures, as well as corresponding tax rates.

Status Report on Adopted Tentative Budgets and Overall Budget

At the scheduled Board of Supervisors meeting on May 24, 2016, the Board tentatively
adopted the FY 2016/17 budgets for the County Library, the Regional Flood Control and
Stadium Districts. The Board also tentatively adopted the budgets for the Debt Service Fund
and Improvement Districts. Required advertising of these budgets is in process and the Board
is scheduled to finally adopt them on June 21, 2016 as originally scheduled. The Board is
also scheduled to hold Truth in Taxation Hearings for the County Library and Regional Flood
Control Districts prior to the final adoption of those budgets.

The Board of Supervisors, in a two-to-two vote, failed to tentatively adopt the County
Tentative Budget for FY 2016/17. Based on Board rules, the tiebreaking vote must be cast
by Supervisor Ramon Valadez at the next Board meeting on June 7, 2016. In addition, the
presented Tentative Budget will be modified as stated in this memorandum.

My original recommendations were included in my April 29, 2016 - Transmittal of the
Recommended Fiscal Year 2016/17 Budget. Updates to my original recommendations were
included in my May 24, 2016 - Tentative Budget Adoption: Fiscal Year 2016/17
memorandum to the Board. My original Proposed Tentative Budget included $1,232,105,266
of combined County expenditures. $588,063,137 of this amount represents General Fund
expenditures and reflected the impacts of $18.8 million of expected State cost shifts to Pima
County.

Impact of State Budget Cost Shifts, as well as the Recent Maricopa Superior Court Decision
on State Tax Shift

At the time that | submitted my recommendations to the Board, the State Legislature was
still in session and considering a State Budget. The Governor and the Legislature have since
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passed and signed a budget for FY 2016/17. This budget did nothing to address the $18.8
million of additional State Budget cost shifts to Pima County.

As | indicated in my recommended memorandum, Pima County was held fully liable by the
unelected State of Arizona’s Property Tax Oversight Commission (PTOC) for $15.8 million
of FY 2015/16 one percent homeowners rebate liability costs that had been paid by the
State of Arizona to the Tucson Unified and other school districts for the last 35 years. In the
FY 2015/16 Adopted Budget, the Board approved an increase in the primary property tax
rate to cover the anticipated ongoing County share of these long-time State costs in the
amount of $8.0 million with the presumption of the remainder being shared among other
primary property taxing jurisdictions within Pima County.

Based on a May 24, 2016 decision of the Maricopa Superior Court, Pima County has
prevailed in our litigation against the State of Arizona regarding the unconstitutional transfer
of property tax liability to the County to fund the one percent homeowners rebate. This
positive ruling, pending a possible appeal by the State of Arizona, will allow me to make
substantial modifications to my earlier recommendations.

Proposed Additional Tentative Budget Adjustments and Modified Recommendation

General Fund

My earlier recommendations were based upon the County making the required $15.8 million
one percent homeowners rebate payments to TUSD and other impacted school districts in
both FY 2015/16 and FY 2016/17. Based on the decision of the Maricopa Superior Court,
the County is relieved from taxing for and making these payments (pending a possible appeal
by the State of Arizona). As a result, | propose the following changes to the overall County
General Fund Proposed Tentative Adopted Budget:

e As the County will likely no longer be required to make the FY 2015/16 one
percent homeowners rebate payments, the beginning General Fund Balance for
FY 2016/17 will increase $15,804,063, from $43,519,695 to $59,323,758.

e Eliminate the previously recommended $0.1030 property tax rate increase from
$4.4907 per $100 of taxable value resulting in a rate equal to the FY 2015/16
primary property tax rate of $4.3877. This will reduce FY 2016/17 budgeted
property tax revenues by $7,754,517.

As a result of the changes above, the proposed General Fund Budget Reserve is increased
by $8,049,546, from $47,793,015 to $55,842,561.

The effect of all these adjustments is that the General Fund’s Recommended Expenditure

amount of $588,063,137 will increase by a net of $8,049,546 to $596,112,683 because
the General Fund Budget Reserve is treated as an expense.
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Other County Funds

Transportation - Road Repair Fund — As | indicated in my earlier proposed tentative adopted
memo, Highway User Revenue Fund (HURF) collections are beginning to show moderate
increases. Based on recent forecasts for the rest of FY 2015/16 and for FY 2016/17, | had
included $4.75 million of additional expenditure authority in the Transportation Fund for
Pavement Preservation.

| am now proposing to transfer an amount equal to the $4.75 million of expenditure authority
from the Transportation Fund to the Capital Projects Fund. Pavement Preservation
expenditures will be tracked in the Capital Projects Fund as a separate project rather than as
an element of the Transportation Fund. This is simply an accounting change and does not
impact overall County revenues or expenditures.

Combined County Budget

If all recommendations are approved, the combined total County property tax rate is
increased 2.00 cents from the FY 2015/16 rate. The combined levies produced by this rate
will increase by $12,958,790, or 2.9 percent from the current year.

The combined primary and secondary property taxes levied by the County fund 38 percent
of the total County recommended expenditures.

The combined overall County Proposed Tentative Budget for FY 2016/17 s
$1,240,154,812, which is $73,285,670, or 6.3 percent, more than the current year and
$242,559,684, or 16.4 percent, less than nine years ago.

Additional Property Tax Reduction, Conditionally Recommended for Final Budget Adoption
on July 5, 2016

As | discussed earlier in this memorandum, the County prevailed in its lawsuit against the
State of Arizona regarding its liability under the legislation enacted by the Legislature and
signed by the Governor last year regarding the one percent homeowners rebate. While the
County was successful in its litigation in Maricopa Superior Court, the State of Arizona still
may elect to appeal that decision.

If the State does not appeal the Court’s decision, | will recommend the primary property tax
rate be further reduced by $0.1017, or $7,564,241 in primary property tax revenues. This
is less than the $0.1098 by which we increased the tax rate in FY 2015/16, but it relates
to the present tax base and reserves $400,000 for attorney’s fees, since the Court has not
yet awarded such fees to the County. That increase was based on the State Legislature’s
unlawful enactment last year of budget legislation that transferred $15.8 million of additional
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property tax liability to the County in the form of “Additional State Aid to Education,” which
was previously paid by the State for the past 35 years. The State also transferred other
significant costs that remain in place for the coming fiscal year.

Recommended Fiscal Year 2016/17 Budgets and Tax Rates

The table below outlines the budgets and tax rates | propose for FY 2016/17. Should the
Board at the time of tentative adoption take action to increase County expenditures beyond
those included in the Proposed Tentative Budget, the budget ceiling and/or the tax rate may
increase above the amounts listed below.

Fiscal Year 2016/17 Budget Budget Tax Rate
Total County Budget $1,240,154,812 5.9365
General Fund 596,112,683 4.3877
County Free Library District 42,166,526 0.5153
Regional Flood Control District 17,652,430 0.3335
Debt Service 115,455,401 0.7000
Stadium District 5,398,439 | = -----

According to the State’s PTOC, Pima County’s neutral FY 2016/17 Primary Levy is
$340,659,594. The primary levy being proposed is $342,973,335. A neutral levy is defined
by State statute as containing no increase that results from any increase in the value of
existing property in the County due to market appreciation. Under the proposed tentative
primary property tax rate, as presented, the County will be required to issue a Truth in
Taxation Notice and hold a Truth in Taxation public hearing prior to the final budget adoption.
Preliminary calculations based on the proposed tentative are contained in Attachment 1. If
the State does not appeal the Court decision, the recommended additional property tax
reduction will bring the property tax levy below the Truth in Taxation public hearing
threshold, and hearing would be unnecessary. We will, however, still hold a hearing, since
the Board will not act on the recommended reduction until the Final Budget is adopted on
July 5, 2016.

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 to this memorandum (Attachment 2).

Employee Compensation

In previous memoranda, | shared information regarding various employee compensation
proposals from employee groups, the Sheriff, etc. My proposed Tentative Adopted Budget
does not include recommendations for employee pay increases. | plan to submit a
memorandum to the Board detailing specific proposals, options and costs of employee
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compensation adjustments prior to Final Budget Adoption. The Board can take action on
any of the proposals as part of the final budget adoption on July 5, 2016.

Recommendation

| recommend the Board of Supervisors tentatively adopt the Fiscal Year 2016/17 budget in
the amount of $1,240,154,812 as presented to the Board in the April 29, 2016
memorandum - Transmittal of Recommended Fiscal Year 2016/2017 Recommended
Budget, the May 24, 2016 memorandum — Tentative Budget Adoption: Fiscal Year 2016/17
and the updated budget, including the changes described in this memorandum, based on a
primary property tax rate of $4.3877.

At Final Adoption, | will recommend a further reduction in the primary property tax rate to
$4.2860.

Respectfully submitted,
<,

C.H. Huckelberry
County Administrator

CHH/mjk — May 31, 2016

Attachments

c: John Bernal, Deputy County Administrator for Public Works
Jan Lesher, Deputy County Administrator for Community and Health Services
Tom Burke, Deputy County Administrator for Administration

Keith Dommer, Director, Finance and Risk Management Department
Robert Johnson, Budget Manager, Finance and Risk Management
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ATTACHMENT 1
THE ADVERTISEMENT MUST BE:

PLACED IN MAIN SECTION ONLY. (CANNOT BE PLACED IN CLASSIFIED OR
LEGAL ADVERTISING SECTION.)

ONE-FOURTH PAGE IN SIZE
HAVE A SOLID BLACK BORDER AT LEAST ONE-EIGHTH INCH WIDE

HEADER OR ADVERTISEMENT MUST BE AT LEAST 18 POINT TYPE.

TRUTH IN TAXATION HEARING

NOTICE OF TAX INCREASE

In compliance with section 42-17107, Arizona Revised Statutes, Pima County is
notifying its property taxpayers of Pima County’s intention to raise its primary property
taxes over last year’s level. Pima County is proposing an increase in primary property
taxes of $2,313,741 or 0.68%.

For example, the proposed tax increase will cause Pima County’s primary property
taxes on a $100,000 home to increase from $435.81 (total taxes that would be owed
without the proposed tax increase) to $438.77 (total proposed taxes including the tax
increase).

This proposed increase is exclusive of increased primary property taxes received from
new construction. The increase is also exclusive of any changes that may occur from
property tax levies for voter approved bonded indebtedness or budget and tax
overrides.

All interested citizens are invited to attend the public hearing on the tax increase that is
scheduled to be held on Tuesday, July 5, 2016, at 9:00 a.m. or thereafter in the Board
of Supervisors Hearing Room, Pima County Administration Building, 130 W. Congress,
1st Floor, Tucson, Arizona.

Publish:
Arizona Daily Star Daily Territorial Ajo Copper News

Sunday, June 19,2016  Monday, June 20, 2016  Wednesday, June 22, 2016
Sunday, June 26, 2016  Monday, June 27,2016  Wednesday, June 29, 2016
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Note: On page four of the memorandum, Tentative Budget Adoption: Fiscal Year
2016/17, June 7, 2016, makes reference to the publication of the Tentative Budget,
“...in a format prescribed by the Arizona Auditor General” and indicates that the
format is presented in Attachment 2. However, these pages, which show the
estimates of revenues and expenditures/expenses, have been withdrawn, since
they 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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Board of Supervisors Memorandum

June 21, 2016

Fiscal Year 2016/17 County Library District, Debt Service Fund, Improvement Districts,
Regional Flood Control District and Stadium District Final Budget Adoption

Background

| submitted the Fiscal Year (FY) 2016/17 Recommended Budget to the Board of Supervisors
on April 29, 2016. At the scheduled Board meeting on May 24, 2016, the Board tentatively
adopted the FY 2016/17 budgets for the County Library, the Regional Flood Control District
and the Stadium District. The Board also tentatively adopted the budgets for the Debt
Service Fund and Improvement Districts. The actions taken by the Board on this date set in
motion the following:

1. The required advertising of the tentative adopted budgets and property tax rates
for these funds and districts;

2. The required Truth in Taxation Hearings advertising for the County Free Library
and Regional Flood Control Districts Secondary Property Tax Rates, and;

3. Setting the date of the Final Budget Adoption for these districts and funds as
June 21, 2016.

My original budget recommendations for these districts and funds were included in my April
29, 2016 - Transmittal of the Recommended Fiscal Year 2016/17 Budget memorandum.
My recommendations for these districts and funds were unchanged in my May 24, 2016 -
Tentative Budget Adoption: Fiscal Year 2016/177 memorandum to the Board.

The Board of Supervisors, in a two-to-two vote, failed to tentatively adopt the overall Pima
County Tentative Budget for FY 2016/17 at the May 24, 2016 Board meeting. As required
by Board rules, a tiebreaking vote was held at the June 7, 2016 Board meeting based on my
modified overall tentative budget recommendations for FY 2016/17. These modifications
reflected the positive impacts of the County prevailing in its recent litigation with the State
of Arizona. The Board passed a further modified version of this tentative budget by a vote
of four-to-one. As a result of the overall tentative budget being adopted on this later date,
final adoption of the overall County budget is scheduled for the Board meeting of July 5,
2016 after the required advertising is completed.

Recommendation

| recommend the Board of Supervisors adopt the FY 2016/17 final budget amounts and tax
rates for the County Library District, Debt Service Fund, Improvement Districts, the Regional
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Flood Control District and the Stadium District as set forth in the table below. These amounts
and property tax rates are the same as those resulting from the Board's action at the adoption
of the Tentative Budget for these districts and funds on May 24, 2016 and are reflected in
the attached Arizona Auditor General prescribed schedules.

Fiscal Year 2016/17 Budget Budget Tax Rate
County Free Library District 42,166,526 0.5153
Improvement Districts See Schedule B

_Regional Flood Control District 17,652,430 0.3335
Debt Service 115,455,401 0.7000
Stadium District 5,398,439 -

Respectfully submitted,

.,

C.H. Huckelberry
County Administrator

CHH/mjk — June 13, 2016

Attachments

¢:  John Bernal, Deputy County Administrator for Public Works
Jan Lesher, Deputy County Administrator for Community and Health Services
Tom Burke, Deputy County Administrator for Administration
Keith 