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In the years that we have been honored to serve as Members of the Pima County Board of Supervisors, we have believed that one of our most important responsibilities is to continually strive to find the most cost-effective ways to provide county government services.  The citizens and taxpayers deserve our best efforts to see that their tax dollars are not wasted and that the tax burden is no greater than is required to provide the most important county services.  

We are proud of our records of supporting important services like law enforcement, road improvements and maintenance, libraries, public parks, wastewater and solid waste collection, and community services.  We are equally proud of our records of scrutinizing the yearly county budgets for evidence of waste and inflated taxation.

THE COUNTY HAS A HUGE BUDGET SURPLUS

The county budget is a confusing and intimidating thing for most citizens.  It’s a book several inches thick, filled with terms that only trained accountants use on a regular basis.  Sometimes we think that the county budget is deliberately made confusing, to make it more difficult for the citizens, and even Members of the Board of Supervisors, to clearly track the expenditures.

In years past, we have attempted to provide a detailed analysis of each department’s proposed budget, to point out areas where we felt that the budget was padded with excessive costs, resulting in excessive taxation.  For the Pima County budget currently proposed for Fiscal Year 2010-2011, the evidence of budget padding is so overwhelming that no detailed analysis is required in order to clearly point it out.   

All that is required is to look at one single page of the proposed budget, Page 1-3, titled “Pima County, Summary of All Activity by Fund, Fiscal Year 2010-2011,” a copy of which is attached for easy reference (Attachment A) and can be found at:

http://www.pima.gov/finance/PDFs/Budget/RecBdgt/2010-2011/00cbdgtschl.pdf
Take a look at the first two columns of numbers on the left-hand side of the page.  These two columns summarize the amount that was budgeted for each of Pima County’s funds for last year, Fiscal Year 2009/10, and the amount that was left over in each fund after the year was over.  

The following table summarizes Page 1-3:

	Pima County Budget Year-End Summary – Fiscal Year 2009/10

	Fund
	Amount Budgeted
	Amount Unneeded and Unspent
	Budget Surplus Percentage

	General Fund
	$494,765,645
	$51,808,071
	10.5%

	All Special Revenue Funds
	$239,827,367
	$75,770,390
	31.6%

	Capital Projects
	$200,124,512
	$187,615,671
	93.7%

	Debt Service
	$110,138,905
	$38,689,263
	35.1%

	All Enterprise Funds
	$343,015,444
	$133,233,262
	38.8%

	Total All Funds
	$1,387,871,873
	$487,116,757
	35.1%


The conclusions from this simple table are staggering:

· Pima County taxes, fees and grant revenues were 35.1 percent higher than they needed to be in order to provide all of the county services that were provided for the entire year.

· Pima County either cannot budget its expenditures within 35 percent accuracy, or the budget was padded to justify keeping the tax rates high.

· Pima County has over $487 million, nearly half a billion dollars, left over from last year’s budget, which could be used to reduce the tax rates for the coming fiscal year.

· Pima County finished the year with a General Fund surplus exceeding $51.8 million, which could be used to reduce the Primary Property Tax rate for the coming fiscal year.   

· Pima County is failing to deliver the capital improvement projects, such as the bond-funded road, sewer, and other facility projects, that were promised to the voters when they approved the 1997, 2000 and 2004 bond programs.  Only 6.3 percent of the capital improvement project spending expected in FY 2009/10 actually occurred.

Two years ago, Supervisors Ann Day and Ray Carroll proposed an alternative budget to the one that the County Administrator had proposed.  Our proposal was to keep the budget “revenue neutral.”  That is, we proposed to collect the same amount of money from the taxpayers as in the previous year.  Although there was a good argument for reducing taxes, we hoped that proposing to keep them the same might be a compromise that could convince at least one member of the Democratic board majority to consider our proposal.

The reaction from County Administration was that our revenue neutral budget proposal would require a 9 percent cut in county expenditures causing:  

“the layoff of as many as 260 County employees, including 156 law enforcement personnel; reductions in essential court services … elimination of security services at County buildings; closure of some parks and swimming pools; 6000 fewer animal enforcement responses per year; elimination of remote early voting sites; elimination of bus routes; etc.”  

[April 7, 2008 memo from Thomas House, Budget Manager, Attachment B]

Our budget proposal was rejected.  As the effects of the recession took hold in Pima County, the County Administrator proceeded to make 10 percent budget cuts the last two years combined (5% each year), and none of the predicted calamities ever happened.  There were no layoffs, in the Sheriff’s Department or any other departments, no closures of county parks or swimming pools, no cuts in animal enforcement responses, no elimination of bus routes.

In fact, in spite of the reductions, Pima County ended last year with the $487 million surplus, with a $51.8 million surplus in the General Fund alone.
THE COUNTY IS DROWNING IN DEBT AND PLANS TO DIVE MUCH DEEPER INTO DEBT

All county debt is paid—and must be paid—by the taxpayers, so the debt should be a major point of discussion regarding the county budget and a major concern of every taxpayer.  But while there is much discussion and concern about the debts of Rio Nuevo District, the City of Tucson, the State of Arizona and the federal government, there has been remarkably little attention paid to Pima County’s serious and growing debt.

Supervisor Carroll’s office has done extensive work regarding the county’s debt, and a comprehensive summary may be found on his website. 

http://www.pima.gov/bos/rcarroll/DEBT.html
The Tucson Weekly also covered issues regarding the Pima County debt [Attachment C]:

http://www.tucsonweekly.com/tucson/borrowed-money/Content?oid=1895744
To get a handle on the debt, it is important to identify the types of debt that the county has.  Pima County’s debt consists of voter approved debt and debt that was created without voter approval.

Voter approved debt includes General Obligation Bonds, which is repaid by the county’s Secondary Property Tax Levy, and Highway User Revenue Bonds and Sewer Revenue Bonds, which are repaid by the county’s share of state transportation taxes and the county’s sewer fees, respectively.

There has been recent newspaper coverage of these bonds, in which a Pima County official stated that the county is currently delaying construction of some road bond projects as it is necessary to commit a huge portion of the county’s transportation funding to paying off the existing bond debt.  The newspaper article [Attachment D] may be found on this website: 

http://azstarnet.com/news/local/govt-and-politics/article_f27e2887-425a-5402-bc63-0035264be7c6.html 
Debt that was not approved by the voters includes Water Infrastructure Financing Authority (WIFA) loans, Jail Sale/Leasebacks, Certificates of Participation, and some Sewer Obligation Bonds.  These are debts—huge debts—that are created by bureaucrats and the Board of Supervisors majority, without a vote of the people and sometimes with hardly any public discussion or media coverage.

The Pima County debt principal outstanding balance is $958,412,980, as documented in a Finance Department report [Attachment E] and available at: 

http://www.pima.gov/bos/rcarroll/PDFs/DEBT/Pima%20County%20Debt%20Service.pdf 

Pima County’s current debt obligation is greater than the debts of all 14 other Arizona counties, combined.   

Plans already underway will seriously increase Pima County’s debt, as follows:

· Another $75 million worth of General Obligation bonds is scheduled to be sold in the coming fiscal year.

· Another $330 million in sewer obligation bonds are expected to be sold in the coming fiscal year.

· The Board of Supervisors majority has approved $720 million worth of ROMP Sewer Obligation Bonds, without voter approval.

· An additional $200 million worth of General Obligation Bonds have been authorized and have yet to be sold.

· An additional $100 million worth of Highway User Revenue Fund (HURF) bonds have been authorized and have yet to be sold.

The sale of these already authorized bonds would increase Pima County’s outstanding debt to $2.05 billion!  

A debt of over two billion dollars is a serious problem for the county.  As implied in the newspaper article cited above, the 1997 transportation bond projects will be difficult to complete.  The county may even have to sell new bonds in order to raise the money needed to make the payments on the existing bonds.  (This would be similar to a homeowner taking out a new loan to make the payments on an existing home mortgage.  Doing that would effectively double the loan interest charges needed to pay off the mortgage).

Even though the debt obligations listed above are overwhelming, they do not include any debt obligations from the major proposed new Pima County bond program for which the plans have been prepared over the last two years.  

THE PROPOSED BUDGET DOES NOT USE THE SURPLUS TO PROVIDE TAX RELIEF OR PAY OFF THE DEBT
Page 1-3 of the proposed budget, summarized in the table presented above, provides very clear evidence that Pima County’s tax rates are out of line with actual costs of providing county services.  But instead of using the budget surpluses to bring the tax rates back into line with the actual costs and provide some much needed tax relief for Pima County citizens, or to use the surpluses to pay down the balance of the county’s massive debt, the budget proposed for Fiscal Year 2010/11 includes a host of measures to plow the excess funds back into the budget and avoid any tax relief.  In fact, tax increases are proposed!

Some of the proposed uses for the excess funds include:

· $13.4 million increase in funding for UPH at Kino Hospital, above and beyond what the current contract requires Pima County to pay.

· $1.5 million General Fund subsidy to the Solid Waste Enterprise Fund.

· $1.5 million General Fund subsidy to the Development Services Enterprise Fund.

· $1.5 million General Fund subsidy to TEP Park Stadium District Enterprise Fund.

· $5.7 million for additional Elections costs.

· $4 million additional for Natural Resources Parks and Recreation.

· $24 Million for the “General Fund Reserve.”

Some of these transfers we recognize are legitimate and necessary.

In the newly proposed 2010/11 budget the County Administrator came with a surplus of General Fund revenues of $22.3 million, which he plans to create a financial cushion called the “Property Tax Stabilization Fund” to be held by the Administrator instead of being used for tax relief.

Although Page 1-3 of the proposed budget shows that the County Free Library System has a budget surplus exceeding $13 million, the County Administrator has proposed (and the Democrat board majority has tentatively approved) an increase in the library tax.

While this year the proposed budget would hold the Primary Property Tax rate the same as last year’s rate, the Pima County Secondary Property Tax rate, which pays for the debt service on county General Obligation bonds, has been tentatively approved for an increase.

In addition to these tax increases, our citizens are also facing huge increases in fees: over 40% in the next four years for sewer fees alone.  [Attachment F, and can be found at:]

http://www.tucsoncitizen.com/altss/printstory/frontpage/110335
All of these tax and fee increases add an increasing burden to the taxpayers, at a time when the economy is difficult for all of us and although Pima County’s budget surpluses offer the opportunity for tax relief or for paying down a portion of the county’s staggering debt.

Going back to Page 1-3 of the proposed budget and looking at the two columns of numbers on the right-hand side of the page.  The “Recommended Budgeted Expenditures/Expenses” for the coming fiscal year, FY 2010/11, totals $1,435,652,978. 

The “Total Financial Resources Available 2010/11” is $1,972,053,203.  

This means that the county is proposing a budget surplus for next year of at least $536 million!

OUR BUDGET PROPOSAL
For the past two years, we have proposed modest reductions in the county budget, in order to provide some tax relief to Pima County’s citizens.  Both times, we were told that any reductions would result in serious calamities.  Both years circumstances led the County Administrator to make budget cuts greater than those that we had proposed.  Not only did no calamities result, the county ended up with huge budget surpluses.

In light of this mountain of evidence that the county’s tax rates are out of line with the real cost of providing important county services, we propose a 10 percent, across-the-board reduction in the budget for Fiscal Year 2010/11, and a reduction in the Primary Property Tax rate appropriate for a 10 percent reduction in General Fund expenditures.  Our citizens need tax relief and it is obvious that Pima County can easily afford to provide it.

Every year during the budget process, we have pleaded for the members of the Democrat board majority to appoint their representatives to Pima County Citizens Budget Advisory Committee, so that committee could obtain a quorum necessary to hold meetings and conduct business.  We believe that allowing that citizens committee to function would provide for much better oversight for Pima County’s budget and could result in a reassessment of the county’s current direction.  That’s probably why there appears to be little hope that the board majority will appoint representatives.

In spite of this, we believe it is our responsibility as County Supervisors to advocate for another course of action:  to reduce expenditures and to give our citizens some tax relief in these times of economic hardship.  

We hope that the Board majority will consider our alternative.  If not, we hope that the general public will be made aware of the reality and consequences of increased debt, increased spending, and increased taxation.

Respectfully submitted,

Supervisor Ray Carroll

Supervisor Ann Day
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