
BUDGET ISSUES 
 

This section of the Fiscal Year 2009/2010 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 2009/10 Budget, dated 
April 27, 2009; his July 7, 2009 memorandum, Tentative Budget Adoption: Fiscal Year 2009/10; 
and his July 28, 2009 memorandum, Fiscal Year 2009/10 Final Budget Adoption. (The 
memoranda are located on pages 4-3, 4-27, and 4-34, respectively.) 
 
Issues Synopsis 
 
During the development of the fiscal year 2009/10 budget, the following issues were recognized: 
 
• Property Taxes – A major concern in this area has been the increase in valuations in the past 

several years.  In compliance with the state statute, the levies and tax rates for fiscal year 
2009/10 will be based on the Assessor’s property valuations set in calendar year 2007. This 
valuation continues to reflect the market appreciation that occurred during the period of 2004 
through 2007.  To minimize the impact of increased valuation of property on taxpayers, the 
County Administrator recommended that the property tax be reduced 7.8 cents.  This will 
reduce the primary tax levy and projected General Fund base revenues by $6.7 million.  

 
• State-Shared Revenues – State-shared revenues are down significantly, and are not 

projected to increase any time in the near future.  The projected amount to be received in 
fiscal year 2009/10 from state-shared sales tax and vehicle license tax will be $18.9 million 
less than the fiscal year 2008/09 budgeted amount. 

 
• Proposition 204 County Hold Harmless Funds – In March 2009, the state withheld a legislative 

appropriation of $3.8 million to hold the County harmless from the implementation of 
Proposition 204 relating to the state’s indigent health care program.  Had this funding been 
distributed to the County, additional fund balance would have been available to fund the fiscal 
year 2009/10 budget. This funding will again not be distributed to the counties in fiscal year 
2009/10. 

 
• Departmental Revenues – Because of the continuing recession in the local economy, General 

Fund departments’ budgeted revenues and operating transfers-in are projected to decrease 
by $2.4 million from fiscal year 2008/09.   

 
• University Physicians Healthcare Hospital - In 2004, the Board of Supervisors approved a 

lease with University Physicians Healthcare (UPH) for the operation of a hospital in place of 
the formerly County owned and operated Kino Community Hospital.  Under the terms of the 
lease, the County would make payments to UPH totaling $127,000,000 over 10 years.  The 
scheduled payment for fiscal year 2009/10 is $10 million; however, UPH has requested 
financial assistance that is substantially more than that amount.  The County Administrator 
recommended that $15 million be appropriated to the Budget Stabilization Fund and reserved 
for additional support of UPH hospital.  

 
• Arizona Long Term Care (ALTCS) Contribution – The state legislature recently enacted 

legislation that increased the County’s payment for ALTCS by $3.8 million as a cost shift to 
balance the state budget.  

 
• Employee Health Insurance – The cost of employee health insurance will increase by $1.8 

million as incentives have been provided for employees to shift from the traditional Health 
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Maintenance Organization (HMO) medical coverage to the Preferred Provider Option (PPO) 
and High Deductible Health Plan (HDDP) coverage.  It is projected that the cost of health 
benefits will decrease in future years as a result of this action.  

 
• Uncertainty in the State Budget - The County’s budget was adopted prior to the adoption of 

the state budget for fiscal year 2009/10.  It is not possible to precisely predict what the net 
impact of the state budget, when finally adopted, will be on Pima County; but some of the 
proposals to balance the state budget will have significant cost impacts on the County.  

 
• Rainy Day Funds - Having this budgeted reserve has given the County a favorable bond 

rating which has produced substantial savings from lower interest payments on County bonds.  
The reserve has also enabled the County to minimize the negative fiscal impacts of a variety 
of unforeseen events over which the County has had little or no control.  Based on revenues 
and transfers-in for fiscal year 2009/10, $24 million is needed to reserve five percent of 
General Fund revenues. 

 
• Employee Compensation - Employee compensation is a very important component of the 

budget.  County employees did not receive pay raises in fiscal year 2008/09.  Unfortunately, 
sufficient resources will not be available in fiscal year 2009/10 to fund salary increases and 
still meet the County’s responsibilities to the public.  

 
• Departmental Requests for Supplemental Funding - The total net negative General Fund 

impact of all supplemental requests received from departments is $9,676,625.  Many of these 
requests were justified and will need to be addressed at some point in the future.  However, 
resources are not available in fiscal year 2009/10 to fund these requests.    

 
To balance the fiscal year 2008/09 budget, all General Fund departments, except the Sheriff, 
were reduced by five percent.  The administrative functions of each department, including the 
Sheriff’s office, were reduced by 2.5 percent. In addition, numerous mid-year initiatives to 
reduce expenditures, including another 2.5 percent across-the-board reduction in all General 
Fund departments, were implemented.  The additional reductions resulted in the County 
meeting its budgeted fiscal year 2008/09 General Fund ending fund balance of $24 million. 
 
The Fiscal Year 2009/10 Adopted Budget incorporates all of the reductions implemented in 
fiscal year 2008/09, including the additional, mid-year 2.5% reduction.  Consequently, despite 
the state cost shifts and declines in state shared revenues, base General Fund revenues 
exceed base expenditures by $21.7 million.  This amount plus the available $24 million fiscal 
year 2008/09 ending fund balance enabled the County to have a balanced General Fund budget 
for fiscal year 2009/10.   
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Note: The final paragraph of this memorandum, Tentative Budget Adoption: 
Fiscal Year 2009/2010, July 7, 2009, 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 the attachment.  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 Su~ervisorsMemorandum 

July 28, 2009 

Fiscal Year 2009110 Final Budget Adoption 

Background 

The Fiscal Year 2009110 Recommended Budget was transmitted t o  the Board on April 27,2009.  
The Tentative Budget was adopted by  the Board on July 7, 2009 as originally recommended, 
with the following exceptions: 

$9,075,900 in federal stimulus revenue and expenditures was added for energy efficiency, 
home foreclosure mitigation, and transportation projects; 

$3,308,651 in grant revenue and expenditures was added for neighborhood stabilization 
projects, low income rental assistance, and election equipment; 

$3,260,370 in expenditure authority was added to  the Capital Improvement Program for 
transportation and neighborhood reinvestment projects; 

$347,350 was added t o  the Superior Court budget, with a matching revenue amount added 
t o  the Sheriff's budget, to  implement a Pretrial Services program that will screen municipal 
arrestees for expedited release t o  community mental health providers; 

$286,542 was added t o  the Facilities Renewal Fund budget, with funding coming from an 
increase in the General Fund beginning fund balance, t o  begin the acquisition of an 
ElectionslVoter Registration building; 

$247,736 of expenditure authority was added to  the Budget Stabilization Fund to  
accommodate one-time carryover requests, with funding coming from an increase in 
beginning fund balance; 

$120,000 was added to  both revenues and expenditure authority in the Public Fiduciary's 
Office to  cover the increased cost of burials; 

$5,020 was removed from the County Attorney's budget t o  reflect decreased funding from 
the City of Tucson for the Victim Witness Program; and, 

$23,750 in expenditure authority was removed from the Board contingency, with the cash 
being transferred to  the Economic Development & Tourism Fund as support for the Ajo 
Chamber of Commerce. 

The net effect of these adjustments was to add $16,617,779 to  the original recommended 
budget, yielding the Tentative Adopted Budget amount of $1,387,871,873. Adoption of the 
Tentative Budget served to  set the maximum County expenditure ceiling. 

Recommended Adiustments t o  the Tentative Budget 

I recommend three adjustments to  the Board-adopted Tentative Budget, all of  which can be 
accomplished within the budget ceiling established by  that adoption: 4-34
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1. Natural Resources, Parks and Recreation - I have directed the Natural Resources, Parks and 
Recreation Department to close several community centers and parks, and to cease 
publication of the Leisure Times. Additionally, staff is currently in the process of identifying 
a new operator for Sportspark. It is estimated that these actions will result in a cost savings 
of $739,796. In light of the continued uncertainty regarding the state budget, I am 
recommending that this amount be placed in the Budget Stabilization Fund for possible future 
assignment. This recommendation will have a zero net effect on the overall County budget. 

2. 	Graffiti Abatement Proqram - I have directed the Transportation Department to reduce the 
Graffiti Abatement Program by half, from $250,000 to $1 25,000, thus reducing the General 
Fund subsidy for same. In light of the continued uncertainty regarding the state budget. I am 
recommending that this amount be placed in the Budget Stabilization Fund for possible future 
assignment. This recommendation will have a zero net effect on the overall County budget. 

3. 	Juvenile Court and Superior Court - The finance divisions of the Juvenile and Superior Courts 
have been consolidated for the past two  years or so, but for various reasons the budgets for 
the two operations had not been combined. At the request of the Presiding Judge of the 
Superior Court, I have directed Budget staff to merge the budget of Juvenile Court into 
Superior Court as they relate to the finance function. This recommendation will have a zero 
net effect on the overall County budget. 

As referenced above, the net effect of state budget actions affecting the County remains 
unknown at this time because a complete, balanced state budget has not yet been adopted. 
When the state budget is finalized, we will manage any required adjustments within the budget 
amounts and tax rates already tentatively adopted by the Board, which are listed below. 

Recommendation 

Set forth below are the proposed Fiscal Year 2009110 Final Budget amounts and Tax Rates. 
These amounts and rates are the same as those resulting from the Board's action at adoption 
of the Tentative Budget and as recommended in this memorandum and reflected in the attached 
Arizona Auditor General prescribed schedules. 

Fiscal Year 200912010 Budget 	 Budnet Tax Rate 

Total County Budget $1,387,871,873 

County Free Library District 37,483,152 

Flood Control District 12,227,360 

Debt Service 1 10.1 38,905 

Stadium District 5,055,529 


Respectfully submitted, 

C.H. Huckelberry /'County Administrator 

CHHIjj (July 17, 2009) 

Attachment 
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