
MEMORANDUM 


Date: January 31, 2007 

To: 	 Chair, Vice Chair and Members From: C.H. 
Pima County Bond Advisory Committee County Adminis 

Re: 	 Recent Bond Sales and County Debt Financing Credit Rating 

Enclosed please find a memorandum I recently transmitted to  the Board of Supervisors 
regarding our recent sale of $166 million of bonds. In summary, these bonds, including 
General Obligation, Highway User Revenue and Sewer Revenue, were sold at interest rates 
that continue to  be very favorable to  the County. In addition, our debt financing credit rating 
continues to  improve as the County received a credit rating upgrade for this most recent sale 
of bonds. 

It is important to  note that there has been very little movement in the net effective interest 
rate in County General Obligation Bond sales with the net effective interest rate remaining at 
approximately 4 percent. In addition, it is also important to understand that our bond life 
remains relatively short. In the case of the most recent sale, over 75 percent of the issued 
bonds will be retired within ten years, and all within 15 years. This aggressive debt 
repayment schedule is what allows the County to  continue to seek voter authorization for 
other public facilities or projects to  be constructed with bonds. Continuing improvement in 
our credit rating also contributes to  our low borrowing interest rates. 

Attachment 

c: 	 The Honorable Chairman and Members, Pima County Board of Supervisors 
Nicole Fyffe, Executive Assistant to the County Administrator 



MEMORANDUM 


Date: January 26, 2007 

To: 	 The Honorable Chairman and Members From: C.H. 
Pima County Board of Supervisors 

Re: 	 Pima County Bond Reting 

Attached please find a memorandum from our Finance and Risk Management Director, 
indicating our credit rating has been improved through a number of sound financial 
management actions taken by the Board. These are outlined in Mr. Burke's memorandum. 
As the Board recalls, we recently sold and closed, as of today, $166 million in bonds, 
including General Obligation, Sewer Revenue, and Highway User Revenue Bonds. These 
bonds were sold at interest rates very favorable to the County. These favorable interest rates 
were achieved through our increasing creditworthiness as rated by national financial rating 
agencies. 

Given the large number of outstanding bonds the County still has, it is important that we 
continue to improve our financial standing by continuing to increase our unrestricted General 
Fund balance. We must also continue to  eliminate and not incur additional deficits in special 
revenue funds. In the past we have eliminated all special revenue fund deficits, and it is 
important that we not incur future deficits in special revenue funds. 

Finally, it is important that the management of Kino Community Hospital remain with 
University Physicians Healthcare. It is important that hospital services at University 
Physicians Hospital not only serve the community, but also be financially successful for 
University Physicians Healthcare. 

Attachment 



MEMORANDUM 

DEPARTMENT OF FINANCE & RISK MANAGEMENT 

Date: January 25,2007 

To: Chuck Huckelberry 
County Administrator 

Re; Pima County Upgraded by Rating Agencies / ‘ 

Pima County recently received an upgrade to Aa3 (a "double-A" rating) in its credit rating 
from Moody's Investors Service and continued to have AA- rating from Standard 8 
Poor's Rating Services for the County's General Obligation bonds, reflecting sound fiscal 
management steps taken by Pirna County over the past few years. These double-A 
ratings indicate Pima County has a financial condition characterized as "high quality" 
wlth a strong ability to pay its debts. The upgrade is based upon many factors including 
both the stability of the local economy and the actions taken by the Board of Supervisors 
in recent years to tackle difficult financial issues that have faced the County. 

lncnasing Tax Bare and Sound Debt Management: 

While the County has had a tax base that has increased substantially due to growth and 
development, the County has continued to maintain relatively level debt, enabling the 
Board of Supervisors to lower tax rates for the debt service payments. The County has 
maintained this manageable level of debt even though the voters have authorized 
slgniqlcant amounts of debt not yet issued. The County has done this by electing to 
issue only reasonable amounts of debt spaced over a period of years with relatively 
short debt schedules. This has enabled the County to maintain a debt repayment 
schedule less than the average for communities of our size, with more than 75% of our 
debt regularly paid off within 10 years. 

Increase In Unre8trlcted General Fund Balance: 

'Another significant factor In the County's healthy credit rating arises out of the actions of 
the Board of Supervisors over the past five years to gradually increase the fund balance 
of-the General Fund to a level appropriate for the size of County's operations. In the late 
1980s, the County's General Fund fund balance had become very low. Since that time, 
the Board has regularly limited budgeted expenditures in a manner to increase the 
unrestricted fund balance each year. For the current Fiscal Year 200807, the County 
budgeted for an ending fund balance of $23,000,000,about 5 O h  of the General Fund 
revenues expected. The Governmental Finance Officers Association, which sets the 
standards for governmental budgeting, recommends a General Fund balance between 
5% and 15% of projected revenues. The continued increase of an unrestricted General 
Fund balance enhances the County's credit rating by providing for a reserve that 
ensures sound fiscal management in the face of unexpected swings in revenues or 



Chuck Huckelberry, County Administrator 
Pima County Upgraded by Rating Agenciw 
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Page 2 

expenses. To that end, the County established and maintains a Budget Stabilization 
Fund within the General Fund to control expenditures centrally for many of the non- 
routine costs encountered each year. 

Ellmlnetion of Deficits in  Special Revenue Funds: 

In addition to increasing the stability of the General Fund, the Board of Supervisors took 
action to eliminate the fund deficits In several special revenue funds including Graphic 
Services, Grants relating to Juvenile Courts, and the Stadium District. The most 
significant of such actions was the elimination of the $6.2 million deficit in the County's 
Stadium District which had accumulated during the late 1990s. Future deficlts are not 
expected given the current operation of the Stadium. The eliminatlon of deficits in the 
Special Revenue Funds strengthens the overall credit of the County by protecting the 
General Fund from having to subsidize such funds. 

Transfer of the Hospital to UPH: 

The Board's actions in structuring the transfer of the former Kino Hospital to University 
Physicians Healthcare (UPH) put a cap to the future costs facing Pima County for Kino. 
This played a major role in enabling the County to stabilize the General Fund. The fact 
that the arrangement has been successful in limiting the County's costs in this area was 
considered critical by the rating agencies in analyzing Pima County as a high quality 
credit entity. The rating agencies have placed significant focus on the success of the 
transfer of the hospital to UPH and indicated that the continued ability of this 
arrangement to reduce the risks and costs to Pima County will be a continuing factor in 
the County's credit ratings. ifUPH is unable to operate the hospital without addltional 
County subsidy, and the County increases the subsidy beyond its current commitment, 
then there would be a substantial likelihood that the County's credit rating would be 
downgraded. 

Attachments 



Pima County, Arizona 

Pimr C ~ N G OIMBIAI 
UnPnhwced Raring Aa-(SPURItStable Affirmed 

Standard& Poor's Ratin* Services assi&nd iw ' A N  rntinem Pimn County, Ariz's GO bonds, series 

7.007, and aHirmed its 'AA-' untkrlying raring(SPUR)on the caunry's ouurnndingG0 bon&. 

Thr'AA-' raringreflects the counry'5: 

Ongoing econunlicgnwh  and divemifi~lfion,anchord by Tl~cron'srole N a rerjhmaiemployment 

and servicecenter lor roudlern Arizona; 

Avctnp wealth nnd income indicawrs; 

Lanf and cxpandingmi base 

Soundfinnt~cislmanugemen2 with improvinsrercwc Irwls; end 

Moderarelylow debt buden, wirh man;lyeoblccap~ralneecis. 

Thc colrntv'n full fa~rh,crcJ~r,and unl imitd ad valurem c a x i n ~ ~ ~ t r h ~ r i t y ~ u r e sthe bonds. 

Pimn Coutlty mc t imwr r  9.240 square miles in southern Arizona, with 960MO inhabinnn. 

mom than 5596 o i  whom reside inTucrun.The cwnry'r popularion hasw n by mure than I@% 

aince 2000, wirh immibmtion resultingfrom farorablc wearhcr, anncrivr sceney, and affordable 

hwsiny. Swims, pwrnmenr.and tn& are the primaryrmp\vyoylncnr rectum. R a y h ~ nMisile 

Sphms has surpwd The Uniwniqof Ariaonn (UA) as the kadiny ernplopr (wirh 10,756 r n~~ luyw) ,  

bllomtd by chc UA (10,2821. $raregovernment(9.742). and Dnvi~MonchanAir Force Base (8.233). 



Employment in ihc county hnr increased for smn consrcurive ynrr, w l~ i le  the une~iipiovrnent ram. 4.3% in 

2036, has bee11 consistenrly b r l o w ~ n t e  and national averages. 

lnconir indicators a n  m e w . M d i a n  houehokl  effective buying inwr r~c  is 90% ofstate and imtion.~l 

avemgn: pr capim incurne is slightly higher at 98% ufsn tc  und 95% o i  U.S.awnges, respectively. T h e  county's 

la+ srudent and rnilitaw pruence somewhat dcprews income levels. 

Steady new conrtructiun zctivity, parrtc~rlariy in h e  residential rrcmr, has bolstered property mbmr 

Wrowth.Secondaryassserrcd valuariun (SAV) has incmawd b a n  m r w o f  8.4%annually in thc psc five years to 

$6869 billion. Full pmpery valuatiun totals $59.89 billion. or n modera& $62.539 p r  capita. The r x  base b 

divew, with the LO lergsr taxpayers accounting for 6.6% o f  SAV. Gwwth  within rhe cotlny continua 1~ 

i nc rew more rapidly than ~ w t hwithin Tucson. 

Pirnit Cun ty ' s  rnnoagt-ment practices ore considered 'stmng' under Sendard & Poor's Financial 

Management Atcpsment (W.A n  FMAo fsmng  indicarer that pmctices are a m l ,well &ddcd,ad i i b l y  

ausninable. Sound budgeting practica coopled with w l lde f in t r l  ir~vcstn~ent, finsncial.and drht management 

policies providr rhr cuunty wirh the rw ls  needed to maintnin sound fiml operation dsp i t r  rhe high growth 

p r r w u m  i t  is under. Thecounty also maintains0 smmg plannin#cfforf with emphasison capital and financial 

plann~ng. 

Fullowing a p e r i d  of financial weakness i n  the law 1990s,cbarnctnized by hcalrh care s F c m  lau* 
nnd consequent transferwut and Jccliriing mrve l e d ,  rhecounty has hken  s t e p  menhancr: rwmues. 

rnanngcncpenJitures, anJ stshilizr fund bsianc~s.The counry'a recent finenc~el pc r f u~mncc  has a b o  lvcn 

buoF<l ly hmIthy econornicconditionr. The county ended fiscal 2006 (unanditcli) with a general fund balans of 

abuut $51.5 million. o r  13% ofopmr ingewpend in i rwe l l  above the 1462% balance prwed hrwcen 19'37 

and 1999. The wunty  t a rgu  a rnininium u n w e d  general film1 balance I m I o f  5%, and has achieved this 

IweI in unauriimi fiscal 2006. 

The w u n y  c n m e ~ l  into a 25qmr Icax, effecrlve l u ~ u  2004, with University Physicians Inc. (UPI), a 

nonprofit orgnniwtion .~lfiliared with the University uf Arizona School of  Med~cinr.  Umler t l i isngmmmt, VPl 

w u m e  full respo~~sibility Community Hapi ts l ,  while the Eounty pays UP1 an o n n ~ ~ n l  for the operations of K ~ n o  

rcrvicc fee, ifoperntinp crsts exceed rcvanur ~ n e r a c ~ d  by l JP l  ar the hhnpital. The county's annual x w ~ c c  f t r ~are 

a p p a l  and rcducnl annt~allv from $25.8 million i n  p a r  one (fiscal 2005) to  $7.7 million i n  year 10. with no  

poyrnrnts d w  inyram II through 25. 

With this issuance, the cuunw's outstanding GO debt m d s  5326.3 million. Arwrtirarinn o l G O  

bonds is rapid. with more than 75% of principnl maturine i n  10 y c ~ m2nd final rn~ruriry in 2021. Ovenl l  net 

debt Iewls remaln moderare ot $1,306 p r  c.apin. anJ Iwat 2.296ufpropery marketvalue.Seria LOO? h n d  

proneds will be used LC? finance a variwufmpiral projects. .Mkrthis is?iuanct., the wunty will haw inexccu o f  

$478.66 mill ion innuthotixcd but unirrudGO b n d a  amiIaWe to assist funding the capital plan. 

Outlook 

The srnbk ou t lwk  rdectsuur nrprcntlon thar the county will continue to p t  bolanod financial opnatlons 

and impruving rcrien,e Irvrls. Gn r i nu r r l  hal thy economic and r ~ xbase trends are aboanricipand. 

StmngEeonomic Growth 

Pin- County, esrimard pop~lat iun of%O.CY)O, is locn td  insouthern Ar iwna along h e  boarder with M e x ~ w .  

Themnry ' s  l a w t  c i v  is Tuuun, wlicrc more rhan 55% o f  wunty  residents live. The county haa seen strong 

g w h  over the last b u r  pnr r  i n  its ernployrne~lt bx,with more than 31,700 ntw jobs creamJ. Emplymcnt  in 
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thc county has ii~creaudfor scven consccucivr yurs, while the uoemplovrrlent raw, 4.3% i n  2006. has Iwn 

consisrcnth/ belorrerateand narlonal awraga. DavisMonrhnn AFB ha^ seen an increw in i~mivionr from the 

iarr Bare Realignmmt and Closurc Conrniisrion repurr. Wealth and income levels wlthin rhe county ate avengc 

ro slighrly below average, depending on which indicators arc used. Ovcrall, median lrou~elwld effective buying 

inmme is 90% of state and narional nvrrager: per capita incomc is sllghcly higher ~ ~ 9 8 %  of  smte and 95%of US. 

ovcraga. The county's large student and militnw presence somewlmt depress- incomc lenlr.S c d y  n w  

construction activity bolrreral property mabase growth, rspccially within the w i d r ~ i a l s e m r  (until recently)). 

SAV has incrcnzed by an average of8.4% annually inthe past thyears to $6.869billion. Full propew ~ l u a r i o n  

~ h l s$59.89 billion, or a rnoderdle$62,539 per capita. Thr tax b m  is  diverse, uirhthe 10Larpstmnpayem 

accounting for 6.696of SAY Growth within the wunty co~rrinues ro increw more rnpidh. rhangmwrh within 

Tucson. 

Financial  Management  W s m e n t :  Strong 

Pima County's monnnement pnrcrima are mnsidewd sfiong under Standard & Poor's Financial M a o a ~ m m r  

Ascument (FMA).A n  FMA of'srroni indimren that practices are strw~g. wll embedded, and litelywsuinablr. 

Sound butlgeringpractic~ wuplni with wellJefincd investment, financial, and debt mmmgcment policim 

pmviJr tlrc county with rhctuuls n d c d  to rriaintuin sound fiwal operarion despite the h i p o w h  prrsrurrr it 

is under. The county a h  mainnins a s n u n ~  planning effort wid1rrnphasis on capital snd Anandai planning. 

The crwlnly mainmins u p m o f  its publ~c w r k s  dcpanment axpararc capital improwmen6 unit that is 

responsible for Jrvelopirrz a Iist dmajor capital pmiecrs, maintotnfng the l i s t  of such, ~ n d  thusr prolne,fo lbw in~  

that are under construction. 

Pima CntyGO (FQICI 

UlsnlvnrsdRamp MiSpLRVs~abk Aflinnd 

PimaCntyGO lfW 
henhad Ihrinn AA.(SFIJUVSI~~IE Af l imd 

Manv Issues are enhancad bv bond lnsuraea 



fleprrAunm n m i o  nr apm~ r a h i m i e r c m l h lpmirs im AIi riphtrRSONC~.Inrom\xmnhlr Lo1o t t a k  hv Sundadb loo(% ltmrou~rr 
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kaly l lc  services provided by Standard & Paor'r Rallnqs Ssrvices I'Aallngs Senicer'l are Ihe rerull ol oparale aclivilias dasignea ro 
pmsma the independence and objec~ivt(v ol ratings opinions Cred~t ntlngs isrued by Ratings Services are r o k k  slalernmls of opmion 
and not rlalemenrs of fact or recornmrnblmns I0 purchase, hold. nr sell any securities or makeany other tnveslment decilic~. 
k tord iq ly .  any user of crsd11 ratings isruad by Ratinos Services should not rek on amv such ratings or orharapinlon rssuedbv RalinQs 
S n ~ i c ~ s  arsbdad on in fa ra t ion  teceived by Aa~inps Senice8 Oth~divisions of Standard inmsking w y  invssment decision Rat~ngs 
&Puor'smsy have in!ormalion lhdl is no1 available lo RdlingsSewices Sundald &Paor's has e1l)blished polt~esand procedures lo 
maintain ~heconfideniiaiif(oI non-puMic infotmat~onrece~vsd I*mqh e ratings process. 

Ratings S*niws receives cornpensallon for its ratings. Such rmpensatton is normally p e ~ deither hy Ihe irsueraol such ~ecurif ieror h 
!he undewrirers participating in the disttlbutim Ihe~wl .  Tha l v e ~genurally vary t r m  US$Z.OM waver USII.5OG.OW While Srandatd 
&Poor's resews the r g h l  l o  disoem~hals Ih9 rating. 11 msives no paymelil fordong so, except far subscnplions 10 Its publ~calions 
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APPllOXlMATELY $316.3 MILLIOW I N  PARXTV DEUT AFFECTED, INCLUDING CURRENT SALE 

Counly 
AZ 


RrSnp Deocriptlon General Obligatton Bonds 

Moody's Outlook Stable 

NEWYORK. Jan 8,2007 -- Moodfs Investors S m ~ u ,  has assluned an Aa3 rating 10the Plma County. 
Arizona. Gemrat Obligatmn Bonds Series 2007 in ma approximale amount of $85 million. Al this trme. 
~oody'shas also upgiaded tho County's general oblylatron Dond rattng toAa3 from A( ,  anoutng $231 3 
mM~mIn doat The CounWs Cer(lfics1es of PaRc!mtiw Series 260  In tne outblanalna amount of 524 3~ -

milliol, have also been ukraded t o ~ l  reflect the from A2. i h e  upgrade and G:O. rating as8ignmi"l of ~ a 3  
C w n v s  sueable la^ exG ImooRanCe as the secona laqeet economic hub In l he la l c ,  ma~ntenanca of 
milnfivelv stable remma for the l81t rlx years, and averme debt orofIle The Countv's ralina mcoreorates h e  - ~ 

&&mpibm lhal i t i i i l  w n l l n u c ~ ~ n t a i n  a manageable-level ofdebt, consistent i l l h  levers of tar baas 
grawlh. drspite significant wtstanding authorization. The stable outlook reflects the expectalien that the 
county w111 continue lo ms,ntain soucd reserves despite challenges with hoepita1 operabons and a recent 
rndudion in the Counlvs omralinn lax rale The cbnenl offenna is 8 C C ~ n dDv the ~ w n h ' l  unlimilrd 
proparty tax pledge. ~ b n d  b~eood-r will finance a vartety of prGectr ndud~ngnaw const~uctnnand 
mpovementr to county fac~l~ties, parks, flood end SOUwaste systems, end hlstor~cal sites, as well a6 the 
purchase of open space 

STATE'S SECOND LARGEST ECONOMY. ANZHOREO BY TUCSON, HOUSING SLOW D O W  
EXPECTED FOLLOWING PERIOD OF RAPID EXPANSION 

Moody's belleves lhat the County. anchored by lne Clly of Tbcson (GO rated Aa3 w ~ l h  a stable wtlmk), will 
conturuelo benefit from a steak emplcyrnrnt baea d86Dlte aonemng 1t-1 Ihe loce rauslng market Tne Counly 
K the second term1 economv In lhs stale and the ren~onelhth fcfsouthern Arlzona wllh maror oubl~c - seaor 
and mrt~laryldefe~ae emdoyeia. The Oarla-Monthan &r Force Use and relaled rn~lilorv en<definse 
omployern~arr major e w n k i c  anvers in the ama. Rayineon Mirs1.e Syalms. the tugbst employer in the 
Counly, repotted a s ize~bb backbg on its conlracl orders whlcn w IIwnl.nue lo sbpporl manufacturing 
oemnd in Iha nearterm. Tne Unho i l y  of Arizona and tho slgnrlica~t presence of s lau and local 
governmental agenuee provide economic slsbil~fyae evidenced by renatluely Stable unemployment rates for 
P r m  Cobnty over Ihe lost five years AS of vls 2000 census. per capila and rnedlen family Incomes muonly 
minor Ihe slate and IesullaRom Inn mmdeuda census snow no change in lnal retal~mshio Tneae wsann -

indiws for Pima County. including a b l l  value per capita d 584.701. a 6  consislenl wilh t h e k a k n  loidher 
Aa3-raled counties aeross the nation. 

Tax barn growlh in 2007 waa unusually 8lfOng with a 24.8% inueasr compared lo the moderate five year 
average annual pa- of 11,9% Thra growh is ebibutd  primarily lo very strong hwaing Darmilaclcv~band 
appreciation:nhome values as wall i s  new commercial eanslruit~on. l icludin~rerorl p&perlier, com;ng on- 
line. As a resull. Pima CounNs full value is slzemblo for ils ralvla lswl a1 $58 0 billron. Follcrwlna the men1 ~ . .~ 

psak in hwslng conuruclion; permit activity forthe current fls&yen has sollenedconsidaab~ by a rough 
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MOODY'SUPGRADES TO Aa3 FROM A l ,  PlMA COUNTY,AZ. G.O.BONDS 
estlmale of 20 do 30 percent from the prior year. Although construction represented 7% of 2006 blal 
employment, some of tne slack In hour~ng constnrmon snouId be picked up by cornmerclal and large public 
s e a r  projects, sum es the RIO Nuevo redevelopmenl, a8 well as growln ~n other employmenl %ton Wncle 
!ax base a r M h  mav be slow over the near term. MOOdy's belleves Ihe County's econamlc fundamenlals WI,I 
continue lo supporl ;nodera~e g r~u thover the longer term. 

STABLE GENERAL FUND RESERVE; DRAW DOWN FOR ONE TiME PURPOSES EXPECTED IN 2007 
BUT SOUND LEVELS TO BE MAINTAINED 

Over :he last live years. the Counly has retained a relatively stable generai fund reserve averaging 9.1%of 
reven~~s .in stark umtraat to Iha lab 19901 when reserve8 as a percentage of revenues hovered in the tow- 
single digils. Results in 2005 exeeeded sxpectaliina as rsporled durinQ h e  County's p ~ o r  credil rariew in 
April 2005 and un-audited but nearly finalized FY06 fmanaals ind~cale a sizeable operating surplus of S14.3 
minion. An a result, the County's total @3neral fund balance isexpected lo grow to $51.e milliin (12% of 
revenues), wilh $48.4 miltion (10.8%) in unmsemed belance. The operating surplus is enributed to solid 
~ o w t h;n hay mvenue stream8 including properly lax83 and state sharMI revences, as well a8 reductions ~n 
Me Countv's subsiov to the hos~llal. Prcaea tares compnse rob~hly 58% of Operat,nn revenues fdlawed 
~y u i t e  * a r d  sa& tares (2546). T b  county also rer<ored funabalancea to iosit iv~levels in severa~ i f  its 
speclot revenue funds including the Sladlrm Dl8l~lCl which had a deficlt posrhan ~n 2004. 

For 2007, cobnty ofiimb expect a araw down M the general fund to $38 million ,n unreserved funas 
(8.6%of revenues). above the original b~dge l  hgurs of 523 mllllon end the Cwnly's 5% /berun& fund 
wanco targel. Tho use d reserves 18largely for one tlme purpoaesinduding open epaca ecquisnion. facirity 
malntanance. and tecnnoloav immements. OMornn expenditdie increases rncluded a 2.8% salarv 
inwaase fo i i l l  emp&le,ws. Tiis nded that the ~&nl<redu~ed its operating lax rate by 60.23, r&&nting a 
5.6%decware, for the t i t  time since FYW to $3.8420per SlW 0fA.V. in parl to accommodate an increaee 
lo lhel~brarydatricl tar rate and to provide properly tar rellef 3e3plIo Ula reddclion in property tur ram 
meneaamant anla~oates malntainirm oolanccd oDeratlons Moodv e notes that the Counlv's FY07 bud001 ,a

-

very iiose to 11s expenditure limit: o h i a k  eslimate a 3% !o 5% o i  $15 to $20 million butfir. ~t lhis zme. there 
is no pan to return lo wlars to incream me expenditure limil and oflcials expect to maintain operations 
withm t h w  constraints at lhis time. Positively, !he County dws  not have an OPE6 liability as its re t ims are 
otfwred nomedical benefits. 

HOSPITAL AGREEMENT HELPED REDUCE RISKS FOR COUNTY. BUT CHALLENGES REMAIN 

Moodv's believesthat the Pima Countv Health Care System remains an oneoinq credit factor for the Countv. 
~ ~,

a~thw'gh Ine Counvs agreement wilh'university'r physicians tnc. (UPI), n;lcl biped r e d m  opratlomt 
! 

oubwdies to the hogpltal. Under a 25-year lease beginning June 15.2004, UPI. a nonpmflt organbation 
rfhliatbd with themdical center O f t h  Universky of Arizona, assumed fuM rerponribility lor ohralkion of the 
hoapilal, includingoutpatient dinics. Under the contract. Pima County bill subsidize opereling coas 
ex wed in^ revenwe w to scheduled service fee levels bealnnlna at $258 milliin in fiscal 2005 lcornoarad10--. - - ~-
S31 miW& GF trenaft; in FY041, with subsidies declining & ap~o*irnaleIy8million annually in'FY08ana 
FY07,then stabilizing a: $10 mlllion for another six years. 

Vlm~le the lease currently defines and limits the County's exposure I0 the risks associated with the hoopitsl, 
r~akaremain as to whether UP1 will remein in the lease beyond June 2009. Exit douses provided under !ha 
lam2 agreement would allbw UP1 l o  terminale the lease and return hoepilal operalions to the county i f  it 
Iowa mom them a cumulative amount of $10 million, inclusiva Of the WN~&? fee. However. Me agreement 
may not be tMinated earlier than the fifth anniversary of the lease. SignPcanUy. UP1 naa recorded a bw of 
approxima!uly 57.5mUlan as of FYOB, which with the aWdy scheduled 55 million reduction in the CounVa 
w W y  in FY07, vrill reach the $10 million exit clause lnreshold this Ccal year. County ofiuala *port bat  
UP1is expected lo mt inus  lo operate the hospital Should UP1 decids lo exit eRer June 2009, however, they 
would 88 required bprovide the County with 18 months notice to enable the County time to plan for h e  
trensitlon of hospnal operetlons Cr to provde more limited nealth care aeNiCes F,tjre credit evalualons w~l l  
elow* monllor me Counlv and UPl'e abilitV to meet 61rateQ1c oDerahona aMl8, end, should the exit d a u ~-

be tnggsnd. Ihe ~oun t~ ' sw l l~ngne~s  to retsln &nd 
and no~l~ty 0~erat106 

AVERAGE DEBT PROFtLE; FUTURE BORROWtNG PLANNED 

Although the County is a regular issuer of G.O. bonds, Current debt levels remain moderate mmpard  to (he 
natlonal median due to tax base gmwlh and faster than average debt payout (75.8% in ten years). D i e d  end 
ovsrall debl burdens are 0.8%and 24%. respeclively Pima County ntains a aizeale authomauon ror G.o. 
bond, that have not been lawed at $478.7 million inciuding a ncenl $54 m ~ l l i iauthorization approved by 
volen in May 2006 lo construct a psychialnc facility. To Lnanee the Counlv's ongoin0 capital needs, eaunty 
ofk,ids e x p u  to iaaua m e e n  575 to 290 mlllion in G.O. bonds in2M18. Going bward. management also 
expsch to regulate future G.O. bend issuances in cuch a manner as lo maintain the debt tan rate at or bmlw 
$0.715 per $100 0iA.V. Concurrent wilh this deM offering. the County will a lm be issuing 121 m~llion in 
HURF obligaliOn3 and, consistent with hisbricA Practice, will issue similarly sized debt offen'ngs every 18 ro 
24 months. 
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The atable ouUook reflea the expectation that the County will mnlinue to maintain sound resews despite 

&aHUIaes with homilB1 omrations and a rewnt rrduction in the Counlfs operating tax rats. Pima Carnws 

&rsn~beot talw~&ratso bared upo? lhu uuuumpUon that the C0~nDl m l  w t l n u e  to matnbtn a 

n r e n a ~ ~ b l e  OeSPlte s,gn~ficanl outatandlng 
lecnl of deb!, consislent wllh levelr of U x  bare pr&h, 

KEY STATISTICS 


2005 Populalion estimate: 924,786 


2007 Full value: SW.9 billion 


hveroge annual growth infull value. 2002 -07: 11.a% 


Full value per capila: $84,781 


ZOOS Per capita income: $23.045 (98.8% of state) 


ZOOIMediin family income: S4Q.722(m.8Id stare) 


Oinddeb4 burden: 0.8% 


Overall debt burden: 2.4% 


Payculat principal (all debt in 10 years): 75.8% 


FVOB Unaudited General fund balance: W51.6 million (12.0%of revenues) 


FYOB Umudilad unreserved GF Wance: $46.4 million (10.8% of revenues) 


Unemployment rate, September 2008: 3.9% (4.4% U.S.) 
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