COUNTY ADMINISTRATOR’S OFFICE

PIMA COUNTY GOVERNMENTAL CENTER
130 W. CONGRESS, TUCSON, AZ 85701-1317
(520) 740-8661 FAX (520) 740-8171

C.H.HUCKELBERRY
County Administrator

February 19, 2004

Richard Myers

Southern Arizona Leadership Council
4400 East Broadway, Suite 710
Tucson, Arizona 85711

Re: Your February 17, 2004 Letter Regarding the Position of the Southern Arizona
Leadership Council Board of Directors Regarding the May 18, 2004 Bond Election

Dear Mr. Myers:

Some of the issues raised in your letter can be dealt with relatively easy. Others cannot.
Hopefully, after a review of all of the information that | am making available, the Council will
determine that the bond issue and its passage is in the best interest of the public and the
future of Pima County. | would be happy to meet at any time to discuss this issue and
Council concerns.

County’s Total Bonding Capacity

If all $5682,250,000 of general obligation bonds are authorized by the voters, the County will
still not be near our constitutional bond limit. They will also not be sold at the same time, but
over 7 to 9 years; therefore, bonds will continue to be paid off while new bonds are sold.
Further, the County is authorized to issue general obligation bonds as the County, as the
Flood Control District, and as the Library District. We have chosen to only issue bonds as
Pima County as opposed to the special districts that the Board of Supervisors manages as the
Board of Directors. If the entire constitutional bonding capacity of the County and the special
districts governed by the Board are added together, they total nearly $1.25 billion (see
attached table}). The County has always issued short-term debt, simply meaning that bonds
issued today are fully retired with principal and interest payments no later than 15 years after
issuance, and usually before that. Financial planning for the May 2004 bond issue was
predicated on holding a level secondary debt service at its present rate of 82 cents per $100
of assessed value, and paying off bond debt at a continued rapid and aggressive pace to
ensure that future community needs can be met through future bond issues. Over the past
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30 years, Pima County has placed 41 propositions before the voters for bonding, with
36 propositions passing, authorizing a total bonded indebtedness prior to the 2004 issue of
$1.2557 billion ($671.7 million general obligation, $213.4 million sewer revenue,
$350.0 million highway revenue, and $20.6 million flood control}). While bonding capacity
is an issue, it is not the controlling factor associated with the issuance of this debt, or even
future debt of the County. Confusion on this issue may arise because of the City of Tucson
charter limitation on bonded indebtedness. For the County, the debt limits are controlled by
the Arizona Constitution. Further, the secondary tax limit is an administrative control imposed
by the Board, not a constitutional limitation.

Linkage Between Davis-Monthan Air Force Base Development Encroachment Prevention and
Open Space

I have previously communicated to the Board the matter of placing the Davis-Monthan land
acquisition in the open space question. Frankly, this question is titled “Question 1 - Sonoran
Desert Open Space and Habitat Protection; Preventing Urban Encroachment of Davis-Monthan
Air Force Base,” which highlights the presence of Davis-Monthan being included in this bond
issue, even though it is only $10 million out of a $174.3 million authorization. Bond legal
counsel advised the County that the only legal purpose for which Pima County can acquire
land for Davis-Monthan is for the purpose of open space, not public safety and not economic
development. Hence, to comply with the legal requirements of our bond counsel, the Davis-
Monthan land acquisition question was placed in the open space question.

Davis-Monthan was not segregated as a standalone open space question because the
categories of open space being authorized in Question 1 are really four: 1) habitat protection
of not less than $93.3 million; 2) community open space of not more than $53 million;
3) jurisdictional urban open space requests of $15.5 million; and 4) preventing Davis-Monthan
Air Force Base development encroachment in an amount of $10 million. One could argue
that, if Davis-Monthan was provided a separate open space question category, why not
community open space and jurisdictional open space requests. Taken to the extreme, one
could also then suggest that in the area of public buildings and facilities, the $1 million to
provide public facilities on Mt. Lemmon should be a standalone separate question in that
category, and on and on, pitting a north-side park against a south-side park. The Board
determined that public policy was best served by keeping categories together and not
confusing the ballot with 20 or 30 questions for the voters to review and vote on.

Details Regarding Open Space Acquisitions

The bond implementation plan ordinance that will be passed and approved by the voters will
give more certainty to the open space question. As stated previously, the question authorized
four classes or categories of open space, each with individual project priorities and acquisition
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locations identified. The largest single category of bonds authorized for open space
acquisition would be for the category of habitat protection. The primary purpose of habitat
protection is to meet the requirements under the Endangered Species Act Section 10(1}{a)(B]}.
Based on the draft Multi-Species Habitat Conservation Plan, reserve development and design
to achieve compliance with the Endangered Species Act at population build-out will require
an approximate reserve of 440,000 plus acres. Based on stated County policy preference,
habitat protection will seek to occur through the acquisition of conservation easements or
development rights, hopefully at costs significantly less than fee simple acquisitions. With
bond approval, it is estimated that the amount of habitat that can be conserved for
Endangered Species Act compliance will vary between 60,000 and 120,000 acres. |If
combined with State Trust land reform, which would add nearly 250,000 acres to the
conservation land pool, federal Endangered Species Act compliance for the next 50 years is
conceptually within our grasp if both the open space bond issue passes and State Trust land
reform becomes reality.

| will forward to you the first draft of the bond implementation plan for open space when it
is completed in the next few weeks.

| notice in your letter that you assume separation of the Davis-Monthan funding issue. Such
is not possible as the ballots, bond resolutions and other preparations for the May 18, 2004
election are underway and cannot be changed since the lead time necessary to comply with
early voting requirements required a final decision on ballot questions, structures, and form
to have been made by January 20, 2004, which has already occurred.

Please let me know if you require further information on this matter, and | am certainly
available to discuss this matter further with the Council if desired. | am also enclosing
memorandums on the matter of bond ceiling and debt limits for your review.

Sincerely,

C bdlee

C.H. Huckelberry
County Administrator

CHHY/jj
Attachments

c: The Honorable Chair and Members, Pima County Board of Supervisors
Chair, Vice-Chair and Members, Pima County Bond Advisory Committee



County Constitutional Bond Limits

General Obligation
Legal Debt Margin as of July 1, 2004

Estimated Net Assessed Value 2004 5,633,321,019
Debt Limit (15% of net assessed vaiuation) 844,998,153
General Obligation bonds outstanding 7/1/04 172,890,000
Legal Debt Margin Available 672,108,153

Flood Control
Legal Debt Margin as of July 1, 2004

Net Assessed Value 4,937,202,461
Debt Limit (5% of net assessed valuation) 246,860,123
Flood Control bonds outstanding 3,805,000
Legal Debt Margin Available 243,055,123

Library District
Legal Debt Margin as of July 1, 2004

Net Assessed Value 5,633,321,019
Debt Limit (6% of net assessed valuation) 337,999,261
Bonds outstanding 0

Legal Debt Margin Available 337,999,261
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February 17, 2004

Chuck Huckelberry

Pima County Administrator
130 W. Congress, 10" Flr.
Tucson, AZ 85701

Dear Mr. Huckelberry:

The Southern Arizona Leadership Council (SALC) Board of Dircctors has recently
determined that SALC cannot take a position of support for the May 18, 2004 Pima
County bond election package.

Of overarching concern is the County's total bonding capacity. With the passage of
this bond package, the County will be near its bonding limit.  We would like some
clarification as to what the future bonding needs of the County may be and what is
the schedule for retirement of other bonds previously issued by the County.

The Council's Board of Dircctors has also directed staff to express concern with
linking "open space and habitat protection" with the protection of one of this region's
preeminent economic engines, Davis Monthan Air Force Base. The Council does
not agree with the reasoning that both deal with open space and therefore should be
together in one question. Furthermore, the Council firmly believes that the public
ought to have the ability to vote on the two issues, open space and DMAFB
protection, separately.

In addition, the Council respectfully requests that the County provide a more
detailed breakdown for the expenditures in question one dealing with open

space. Upon review of the details, and assuming the separation of the DM funding,
the Council will then determine its support or opposition to the bond questions. A
well informed decision can not be reached without this information.

Southern Arizona Leadership Council hopes that you take these concerns into
consideration. As always, we would welcome the opportunity to work with you to
make these beneficial changes to a bond package that atfects all residents of Pima
County. We look forward to your response.

Sincerely,

' =
W/éwff
Richard T. Myers

Ce: Supervisors Ann Day, Ramon Valadez, Sharon Bronson, Ray Carroll, and
Richard Elias






PCPD-02

MEMORANDUM

Date: November 4, 2003

To: The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County AdminiW
Re: General Obligation Bond Ceiling

| previously provided the Board with a copy of a memorandum to the chair and members of
the County Bond Advisory Committee, discussing a potential ceiling for a General Obligation
Bond issue of the County. The conclusion of my memorandum dated October 22 was that
the maximum amount of General Obligation Bonds that could be authorized was $450 million,
to be expended over a reasonable period of time, approximately seven years, and retaining
the secondary tax rate at or near its present level.

Attached to this memorandum are the actual financial schedules that would indicate such is
possible. These schedules have been prepared by our Bond financial advisor, RBC Dain
Rauscher, Inc. The only sheet that is important is the top sheet of the analysis, which is the
combined debt service required for the remaining 1997 bonds, which is $65 million, plus the
sale of a new authorization in May 2004 of $450 million. As you can see from the debt
service schedule, debt service remains at or near 85 cents per $100 of assessed value, as
compared to the rate today, which is approximately 82 cents per $100. More importantly,
the rate begins dropping again eight years after the first sale, and continues to drop
substantially thereafter.

A bond authorization of $450 million in May of 2004 can be supported with a tax rate of
85 cents.

CHHY/jj
Attachments
c:  Chair and Members, Pima County Bond Advisory Committee

Carol Bonchalk, Financial and Information Services Director
Jim Barry, Executive Assistant to the County Administrator
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MEMORANDUM

Date: October 22, 2003

To: Chair and Members From: C.H. Huckelberry
Pima County Bond Advisory Committee County AdministW

Re: Analysis of a Possible Ceiling for the 2004 General Obligation Bond Ballot

As of the meeting of October 17, 2003, the County Bond Advisory Committee heard funding
requests totaling just over $722 million. It is likely that other local jurisdictions will submit
requests on October 31, 2003, which will increase the total considerably more. The
presentations already made and those to come present strong evidence of the need for the
projects, but the Committee faces the task of reducing the requests to a more affordable
investment, as has been accomplished by previous bond advisory committees.

The Chair of the Bond Advisory Committee has asked that | provide a written analysis of the
various factors involved in establishing a reasonable ceiling for a General Obligation Bond

ballot to be before the voters on May 18, 2004. The following is my analysis.

Magnitude Range of 2004 General Obligation Bond Authorization

Previously, based on discussions with the Committee by County stafi, it had been indicated
that the bond authorization in 2004 for general obligation bonded indebtedness cou!d range
from $300 million to $400 million.

Based on the analysis which follows, | now believe it is possible to increase the upper limit
of this range to as high as $450 million. »

This higher estimate is based on a number of assumptions: the secondary property tax rate
for debt service would not exceed 85 cents per $100 assessed value; issuance of the debt
would occur over a seven year period; growth in the assessed value would initially continue
for the next two years at 7 percent, but then drop to a constant 5 percent; the bond interest
rate over the period of issuance should not exceed 6 percent; and the size of annual sales
would be lowered in the beginning and increase in magnitude over time.

Clearly, not increasing the tax rate is the primary contro! in bond debt issuance. For example,
if the growth in assessed value were to somehow substantially drop, bond sales would be
delayed rather than break the tax rate cap set by either the Committee or the Board.
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Tax Rate Controls

Historically in voter bond issues an area of primary concern has been the secondary tax rate
that is necessary to retire authorized public bond debt. Taxpayers do not respond favorably
to widely varying, inconsistent and unpredictable tax rates. For this reason the Board of
Supervisors has usually established, as a primary controiling factor in issuing new public debt
through voter authorized bond issues, a tax rate limitation. This limitation is not statutorily
required nor mandated by those who evaluate the creditworthiness of local governments.
However, it is a recognition of the political reality that voters want predictability in taxes and
do not tolerate surprises. In the 1997 General Obligation Bond Issue, $256,380,000 in debt
was authorized. The Board pledged a tax rate ceiling of $1 per $100 of assessed value.
Table 1 below gives the tax rate by fiscal year since 1998 and the corresponding levy to pay
principal and interest on all outstanding and/or issued General Obligation Bonds of the County.

Table 1

Year Tax Rate Levy

1988 $1.0000 $37,002,183
1999 $0.9650 $37,177,339
2000 $0.9350 $37,405,835
2001 $0.9350 $30,607,255
2002 $0.8950 $40,197,988
2003 $0.8150 $39,409,824

As can be seen, the present tax rate to repay General Obligation Bond indebtedness is
approximately 82 cents per $100 of assessed value. Given this rate, it is unlikely that the
Board would make the same tax rate pledge made in 1997 where bonds would not exceed
$1 per $100 of assessed value. It is likely the Board would choose to select a tax rate very
near the current rate of 82 cents per $100 of assessed value. Assuming this to be the case,
I' would set the secondary property tax rate cap for any new bond issuance authorized by the
voters in 2004 at 85 cents per $100 of assessed value.

Time Length of New Debt Issuance

Because of federal arbitrage rules, a voter authorization does not fead to an instantaneous
issuance of the debts authorized. The debt is issued in increments over time, geared toward
project or program cash flow demands. For example, the $256,980,000 in General
Obligation Bond debt authorized by the voters in 1997 has been sold in a series of bond sales
beginning in 1998, and expected to end by fiscal year 2004/05, Table 2 reports on the
proceeds for five sales between 1998 and 2003. After these sales, there is a remaining
authorization of $65,081,000 for the 1997 General Obligation Bonds.



Chair and Members, Pima County Bond Advisory Committee
Analysis of a Possible Ceiling for the 2004 General Obligation Bond Ballot
October 24, 2003

Page 3
Table 2
Year Amount of Bonds Sold
1998 $34,858,000
1999 ‘ $45,596,000
2000 $49,704,000
2002 $16,612,000
2003 $45,129,000

Once a bond sale occurs, a very specific debt retirement schedule is structured for the sale,
comprised of principal and interest payments over a period of time. It is these series of sales
and overlapping debt service schedules that combine to determine the secondary property tax
levy to meet all principal and interest payments required for a series of bond sales or
previously outstanding General Obligation Bond debt. Generally the program life of General
Obligation Bond elections has been desired to be between five and seven years; however,
they have varied in time between authorizations from as little as one and two years to as
much as eleven years. Generally, the longer the time between voter authorization, the higher
the authorization amount will be.

Prior and Remaining Debt Obligations

The amount of outstanding debt also has an influence over the issuance of new debt since
both must be retired through the primary property tax. Fortunately for Pima County, we have
had a very aggressive debt retirement project. In total, $671.7 million of General Obligation
Bonds have been authorized by the voters since 1974. From that authorization, Pima County
sold bonds and assumed principal debt in the amount of just over $606.6 million. As of
July, 2003, Pima County retired $403.3 million in this principal debt, with a remaining
principal debt of $203.3 million. The maximum bonded indebtedness life of a General
Obligation Bond of Pima County has been set at fifteen years, and the schedule of annual
debt service payments declines each year as principal and interest payments decline.
However, if Pima County continued with a principal and interest levy in fiscal year 2002/03
of $39.2 million, we could retire this existing debt within six years and, without incurring
future debt, could effectively be debt-free in that period of time.

Tax Base Influence on Public Debt Capacity

A growing tax base allows more public debt to be assumed, if desired, with a constrained and
constant tax rate. Annual variations in the tax base are largely outside the control of the
County, and hence a factor that must be judged conservatively to avoid sharp and
unnecessary swings in the secondary property tax rate for public debt service. Table 3
indicates the value of the secondary tax base in Pima County over the last twenty years and
the percent of growth from year to year of the tax base. As can be seen, the secondary tax
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base has grown significantly over the [ast ten years. However, there was a period within the
last twenty vears when the base remained relatively constant, or even declined over a five

year period.

Fiscal Year Secondary Assessed Value Change Percent
1982/83 $2,058,000,000
1983/84 $2,207,000,000 $148,000,000 7.19
1984/85 $2,324,000,000 117,000,000 5.30
1985/86 $2,565,000,000 241,000,000 10.37
1986/87 $2,841,000,000 276,000,000 10.76
1987/88 $2,994,000,000 153,000,000 5.39
1988/89 $3,111,000,000 117,000,000 3.91
1989/90 $3,105,000,000 {6,000,000) -0.19
1990/91 $3,045,000,000 (60,000,000) -1.93
1891/92 $2,998,000,000 (47,000,000) -1.54
1992/93 $2,993,000,000 {5,000,000) -0.17
1993/94 $2,974,000,000 {19,000,000) -0.63
1984/95 $3,150,000,000 176,000,000 5.92
1995/96 $3,219,000,000 69,000,000 2.19
1996/97 $3,248,000,000 29,000,000 0.90
1997/98 $3,700,000,000 452,000,000 13.92
1998/99 $3,853,000,000 153,000,000 4.14

1999/2000 $4,001,000,000 148,000,000 3.84
2000/01 $4,236,000,000 235,000,000 5.87
2001/02 $4,491,395,307 255,395,307 6.03
2002/03 $4,835,561,219 344,165,912 7.66

Constitutional Debt Limitations

The Arizona Constitution places General Obligation Bond debt limitations on Pima County and
the Flood Control District. The constitutional debt limits are 15 percent of the secondary
property tax base for General Obligation Bonds of the County and 5 percent of the Fiood
Control District, which total just over $1 billion based on the present secondary assessed
value of the County. The Pima County Library District can issue general obligation bonds,
which it has never utilized. Assuming a 6 percent debt limit, the Library District's
constitutional debt limit is at least $313.3 million. Obviously, existing debt must be
subtracted, leaving the ability of the County, Flood Control District, and Library District to
issue $1.1 billion in public debt before exceeding the constitutional limitation. Other
controlling factors, such as not exceeding the specified secondary property tax rate, will
constrain the amount of bonds to be sold long before the constitutional debt limit takes
effect.
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Amortization Schedules

Amortization schedules are those computations associated with retiring public debt over a
specified period of time, making principal and interest payments where interest paid in total
amount declines over time with the principal increasing over time. Such is a typical schedule
for standard debt retirement such as a standard home mortgage. These amortization
schedules may be varied, depending upon the specific circumstances of the public borrower.
They can be front loaded, where an entity has surplus cash so that amortization of principal
occurs earlier, or they may also be back loaded, where interest payments are oniy made for
the first few years with increasing principal payments in the latter years. In aimost all cases,
Pima County has used straight amortization schedules for our General Obligation Bonds.
However, both front loading and back loading schedules are available if desired to accomplish
a specific purpose.

CHH/jj

c: The Honorable Chair and Members, Pima County Board of Supervisors
Jim Barry, Executive Assistant to the County Administrator
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MEMORANDUM

Date: October 22, 2003

To: Chair and Members From: C.H. Huckelberry
Pima County Bond Advisory Committee County AdministW

Re: Analysis of a Possible Ceiling for the 2004 General Obligation Bond Ballot

As of the meeting of October 17, 2003, the County Bond Advisory Committee heard funding
requests totaling just over $722 million. It is likely that other local jurisdictions will submit
requests on October 31, 2003, which will increase the total considerably more. The
presentations already made and those to come present strong evidence of the need for the
projects, but the Committee faces the task of reducing the requests to a more affordable
investment, as has been accomplished by previous bond advisory committees.

The Chair of the Bond Advisory Committee has asked that | provide a written analysis of the
various factors involved in establishing a reasonable ceiling for a General Obligation Bond

ballot to be before the voters on May 18, 2004. The following is my analysis.

Magnitude Range of 2004 General Obligation Bond Authorization

Previously, based on discussions with the Committee by County staff, it had been indicated
that the bond authorization in 2004 for general obligation bonded indebtedness could range
from $300 million to $400 million.

Based on the analysis which follows, | now believe it is possible to increase the upper limit
of this range to as high as $450 million.

This higher estimate is based on a number of assumptions: the secondary property tax rate
for debt service would not exceed 85 cents per $100 assessed value; issuance of the debt
would occur over a seven year period; growth in the assessed value would initially continue
for the next two years at 7 percent, but then drop to a constant 5 percent; the bond interest
rate over the period of issuance should not exceed 6 percent; and the size of annual sales
would be lowered in the beginning and increase in magnitude over time.

Clearly, not increasing the tax rate is the primary control in bond debt issuance. For example,
if the growth in assessed value were to somehow substantially drop, bond sales would be
delayed rather than break the tax rate cap set by either the Committee or the Board.
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Tax Rate Controls

Historically in voter bond issues an area of primary concern has been the secondary tax rate
that is necessary to retire authorized public bond debt. Taxpayers do not respond favorably
to widely varying, inconsistent and unpredictable tax rates. For this reason the Board of
Supervisors has usually established, as a primary controlling factor in issuing new public debt
through voter authorized bond issues, a tax rate limitation. This limitation is not statutorily
required nor mandated by those who evaluate the creditworthiness of local governments.
However, it is a recognition of the political reality that voters want predictability in taxes and
do not tolerate surprises. In the 1997 General Obligation Bond Issue, $256,980,000 in debt
was authorized. The Board pledged a tax rate ceiling of $1 per $100 of assessed value.
Table 1 below gives the tax rate by fiscal year since 1998 and the corresponding levy to pay
principal and interest on all outstanding and/or issued General Obligation Bonds of the County.

Table 1

Year Tax Rate Levy

1998 $1.0000 $37,002,183
1999 $0.9650 $37,177,339
2000 $0.9350 $37,405,835
2001 $0.9350 $30,607,255
2002 $0.8950 $40,197,988
2003 $0.8150 $39,4009,824

As can be seen, the present tax rate to repay General Obligation Bond indebtedness is
approximately 82 cents per $100 of assessed value. Given this rate, it is unlikely that the
Board would make the same tax rate pledge made in 1997 where bonds would not exceed
$1 per $100 of assessed value. It is likely the Board would choose to select a tax rate very
near the current rate of 82 cents per $100 of assessed value. Assuming this to be the case,
| would set the secondary property tax rate cap for any new bond issuance authorized by the
voters in 2004 at 85 cents per $100 of assessed value.

Time Length of New Debt Issuance

Because of federal arbitrage rules, a voter authorization does not lead to an instantaneous
issuance of the debts authorized. The debt is issued in increments over time, geared toward
project or program cash flow demands. For example, the $256,980,000 in General
Obligation Bond debt authorized by the voters in 1997 has been sold in a series of bond sales
beginning in 1998, and expected to end by fiscal year 2004/05. Table 2 reports on the
proceeds for five sales between 1998 and 2003. After these sales, there is a remaining
authorization of $65,081,000 for the 1997 General Obligation Bonds.
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Table 2
Year Amount of Bonds Sold
1998 $34,858,000
1999 $45,596,000
2000 $49,704,000
2002 $16,612,000
2003 $45,129,000

Once a bond sale occurs, a very specific debt retirement schedule is structured for the sale,
comprised of principal and interest payments over a period of time. [tis these series of sales
and overlapping debt service schedules that combine to determine the secondary property tax
levy to meet all principal and interest payments required for a series of bond sales or
previously outstanding General Obligation Bond debt. Generally the program life of General
Obligation Bond elections has been desired to be between five and seven years; however,
they have varied in time between authorizations from as little as one and two years to as
much as eleven years. Generally, the longer the time between voter authorization, the higher
the authorization amount will be.

Prior and Remaining Debt Obligations

The amount of outstanding debt also has an influence over the issuance of new debt since
both must be retired through the secondary property tax. Fortunately for Pima County, we
have had a very aggressive debt retirement project. In total, $671.7 million of General
Obligation Bonds have been authorized by the voters since 18974. From that authorization,
Pima County sold bonds and assumed principal debt in the amount of just over $606.6
million. As of July, 2003, Pima County retired $403.3 million in this principal debt, with a
remaining principal debt of $203.3 million. The maximum bonded indebtedness life of a
General Obligation Bond of Pima County has been set at fifteen years, and the schedule of
annual debt service payments declines each year as principal and interest payments decline.
However, if Pima County continued with a principal and interest levy in fiscal year 2002/03
of $39.2 million, we could retire this existing debt within six years and, without incurring
future debt, could effectively be debt-free in that period of time.

Tax Base Influence on Public Debt Capacity

A growing tax base allows more public debt to be assumed, if desired, with a constrained and
constant tax rate. Annual variations in the tax base are largely outside the control of the
County, and hence a factor that must be judged conservatively to avoid sharp and
unnecessary swings in the secondary property tax rate for public debt service. Table 3
indicates the value of the secondary tax base in Pima County over the last twenty years and
the percent of growth from year to year of the tax base. As can be seen, the secondary tax
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base has grown significantly over the last ten years. However, there was a period within the
last twenty years when the base remained relatively constant, or even declined over a five
year period.

Tabie 3

Fiscal Year Secondary Assessed Value Change Percent
1982/83 $2,059,000,000
1983/84 $2,207,000,000 $148,000,000 7.19
1984/85 $2,324,000,000 117,000,000 5.30
1985/86 $2,565,000,000 241,000,000 10.37
1986/87 $2,841,000,000 276,000,000 10.76
1987/88 $2,994,000,000 163,000,000 5.39
1988/89 $3,111,000,000 117,000,000 3.91
1989/90 $3,105,000,000 (6,000,000) -0.19
1990/91 $3,045,000,000 {60,000,000) -1.93
1991/92 $2,998,000,000 (47,000,000} -1.54
1992/93 $2,993,000,000 {5,000,000) -0.17
1993/94 $2,974,000,000 (19,000,000) -0.63
1994/95 $3,150,000,000 176,000,000 5.92
1995/96 $3,219,000,000 69,000,000 2.19
1996/97 $3,248,000,000 29,000,000 0.90
1997/98 $3,700,000,000 452,000,000 13.92
1998/99 $3,853,000,000 153,000,000 4.14

1999/2000 $4,001,000,000 148,000,000 3.84
2000/01 $4,236,000,000 235,000,000 5.87
2001/02 $4,491,395,307 255,395,307 6.03
2002/03 $4,835,561,219 344,165,912 7.66

Constitutional Debt Limitations

The Arizona Constitution places General Obligation Bond debt limitations on Pima County and
the Flood Control District. The constitutional debt limits are 15 percent of the secondary
property tax base for General Obligation Bonds of the County and 5 percent of the Flood
Control District, which total just over $1 billion based on the present secondary assessed
value of the County. The Pima County Library District can issue general obligation bonds,
which it has never utilized. Assuming a 6 percent debt limit, the Library District's
constitutional debt limit is at least $313.3 million. Obviously, existing debt must be
subtracted, leaving the ability of the County, Flood Control District, and Library District to
issue $1.1 billion in public debt before exceeding the constitutional limitation. Other
controlling factors, such as not exceeding the specified secondary property tax rate, will
constrain the amount of bonds to be sold long before the constitutional debt limit takes
effect.
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Amortization Schedules

Amortization schedules are those computations associated with retiring public debt over a
specified period of time, making principal and interest payments where interest paid in total
amount declines over time with the principal increasing over time. Such is a typical schedule
for standard debt retirement such as a standard home mortgage. These amortization
schedules may be varied, depending upon the specific circumstances of the public borrower.
They can be front loaded, where an entity has surplus cash so that amortization of principal
occurs earlier, or they may also be back loaded, where interest payments are only made for
the first few years with increasing principal payments in the latter years. In almost all cases,
Pima County has used straight amortization schedules for our General Obligation Bonds.
However, both front loading and back loading schedules are available if desired to accomplish
a specific purpose.

CHH/jj

c: The Honorable Chair and Members, Pima County Board of Supervisors
Jim Barry, Executive Assistant to the County Administrator



