
BUDGET ISSUES 
 

This section of the Fiscal Year 2010/2011 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 2010/11 Budget, dated 
April 30, 2010; his May 19, 2010 memorandum, Tentative Budget Adoption: Fiscal Year 
2010/2011; his June 15, 2010 memorandum, Fiscal Year 2010/11 Final Budget Adoption; and 
his June 15, 2010 memorandum, Fiscal Year 2010/11 Final Budget Adoption Additional 
Adjustments. (The memoranda are located on pages 4-3, 4-35, 4-39, and 4-41, respectively.) 
 
Issues Synopsis 
 
During the development of the fiscal year 2010/11 budget, the following issues were recognized: 
 
• Property Taxes – The Primary Net Assessed Value of the County for fiscal year 2010/11 

decreased $46 million or .51 percent from the current year.  The market value of existing 
property actually decreased by more than two percent, but was partially offset by an increase 
of 1.7 percent as a result of new construction added to the tax base.  Because the tax base 
has decreased for fiscal year 2010/11, use of the current tax rate will result in a levy amount 
that is $1,526,257 less than the Fiscal Year 2009/10 levy and $6,588,520 below the fiscal year 
2010/11 neutral levy as determined by the state’s Truth in Taxation statutes. The contraction 
of the property tax base is expected to continue until fiscal year 2014/15.     

 
• State-Shared Revenues – The state shared sales tax is projected to decrease by $6 million in 

fiscal year 2010/11.  This substantial decrease is due to the continuing economic recession 
and a recovery that is projected to be slow.  The state also terminated the County Assistance 
lottery funding of $250 thousand.  The vehicle license tax which experienced an 11 percent 
decrease in the current budget is projected to remain flat in fiscal year 2010/11. 

 
• 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 2010/11 is $6,583,333; however, to address an operating 
deficit at the hospital, the County Administrator recommended that an additional $13,416,667 
be appropriated to the Budget Stabilization Fund to be used as needed and subject to review 
and approval by the Board of Supervisors of the actual amount paid.  

 
• Biennial Elections Cost – In addition to the operating expenditures to the Elections 

Department and the Recorder’s Office, the projected additional cost to fund the biennial 
Primary and General elections in fiscal year 2010/11 is $5,740,925. 

 
•  Non-General Fund Subsidies – It has been the policy of the Board of Supervisors not to allow 

deficits in non-General Fund funds of the County to roll over from year-to-year on a long term 
basis.  Fund deficits ultimately become liabilities on the General Fund and undermine the 
fiscal stability and integrity of the County.  Three funds in the County are projected to run a 
deficit in fiscal year 2010/11.  Consequently, the County Administrator is recommending a 
total of $4.5 million be appropriated from the General Fund and reserved in the Budget 
Stabilization Fund to be used, as needed, to subsidize the funds.  

 
• 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.  
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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 2010/11, $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 years 2008/09 and 2009/10.  
Unfortunately, sufficient resources will not be available in fiscal year 2010/11 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 $4,382,004.  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 2010/11 to fund all the requests. 

 
• General Fund Fiscal Year 2009/10 Ending Fund Balance – The projected General Fund 

available ending fund balance for fiscal year 2009/10 is $53,633,402.  This is an increase of 
$29,185,481 over the budgeted General Fund Reserve of $24,447,921.  This increase is from 
numerous offsetting increases and decreases in actual expenditures, revenues and operating 
transfers. Offsetting the negative impacts to the General Fund balance were several positive 
variances including an actual fiscal year 2009/10 beginning fund balance that was 
$10,820,421 greater than the budgeted amount. In addition, the state temporarily reduced the 
County’s mandated contribution to the Arizona Long Term Care System (ALTCS) by 
$14,264,900 and gave the County an unbudgeted refund of $11,370,756 from a prior year’s 
ALTCS contribution.  

 
• General Fund Base Budget – Projected base General Fund revenues exceed expenditures by 

$22,354,490.  The County Administrator recommended that this amount be set aside in the 
Property Tax Stabilization Fund to avoid future property tax increases that would otherwise be 
necessary to address projected deficits for the next several years.     

 
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 Fiscal Year 2009/10 Adopted Budget incorporated 
all of the reductions implemented in fiscal year 2008/09. In total, operating budgets within the 
County have been reduced during the past two years by about 10 percent, with the exception of 
the Sheriff Department which has been reduced by two percent. 
 
The Fiscal Year 2010/11 Adopted Budget continues the trend by reducing all of the budgets of 
General Fund departments by two percent, with the exception of the Sheriff which is reduced by 
one percent. Consequently, despite the state cost shifts and declines in state shared revenues, 
base General Fund revenues exceed base expenditures by more than $22 million.  This amount 
plus the available $53.6 million fiscal year 2009/10 ending fund balance enabled the County to 
have a balanced General Fund budget for fiscal year 2010/11. 
 
The County Administrator’s memorandum, Transmittal of Recommended Fiscal Year 2010/11 
Budget (page 4-3), details and discusses these issues at length.   
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Note: The final paragraph of this memorandum, Tentative Budget Adoption: 
Fiscal Year 2010/2011, May 19, 2010, 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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(z(%~~..) Board of Supervisors Memorandum 
\ or y 

June 15, 2010 

Fiscal Year 201 0/1 1 Final Budget Adoption 

Background 

The Fiscal Year (FYI 2010/11 Recommended Budget was transmitted t o  the Board on April 30, 
2010. The Tentative Budget was adopted by the Board on May 19, 2010 as originally 
recommended, with the exception that $325,331 was added to the Contingency Fund to cover 
several fund carryover requests made by departments. Facilities Management requested 
$150,000 to replace the emergency generator and transfer switch at the Medical Examiner's 
Office; the County Attorney requested $75,000 to purchase information technology-related 
equipment in accordance with the department's Automation Plan; Justice Court Ajo requested 
$50,000 to complete painting and repairs at the Ajo Courthouse; Procurement requested 
$26,523 to purchase desktop personal computers and software; and Community Services, 
Employment and Training requested $23,808 to complete the final two days of the Board's 
Summer Internship Program. These increases in next year's expenditures will be funded by an 
increase in beginning fund balance. The net effect of these adjustments was to add $325,331 
to the original recommended budget, yielding the Tentative Adopted Budget amount of 
$1,435,978,309. 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: 

1. 	Development Services. As part of the Tentative Budget, $1.5 million was set aside in the 
Budget Stabilization Fund to subsidize the activities of the Development Services 
Department. A t  the May 11, 2010 Board of Supervisors meeting, the Board approved 
increases to development fees. These new fees are expected t o  generate an additional 
$806,000 in revenues next year, which will be reflected in the FY 201 011 1 Budget, thus 
reducing the needed General Fund support. I recommend that the $806,000 remain in the 
Budget Stabilization Fund to be used to upgrade the Permits Plus system in Development 
Services to a Countywide application with uses in the Health Department and Department 
of Environmental Quality. 

2. 	 Regional Wastewater Reclamation. When the Board of Supervisors approved the increase 
in sewer user fees and connection fees on March 9, 201 0, the Board's motion included the 
requirement that annual increases in the Regional Wastewater Reclamation Department's 
operating expenditures be limited to 3.4 percent of the previous year's actual expenditures. 
At  the time of preparation of the Tentative Budget, the expenditures for the Regional 

XXXXXXXXXX
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Board of Supervisors Memorandum 
Re: FY 201 011 1 Final Budget Adoption 
June 15, 2010 
Page 2 

Wastewater Reclamation Department were based on the Period 8 expenditure projections, 
and the FY 201 011 1 expenditures were set at $1  50,889,870. Based on the Period 1 0  
expenditure projections, a 3.4 percent increase to  the projected actual expenditures for FY 
2009110, the total expenditures for FY 201011 1 should be reduced by $5,581,240 to 
$145,308,630. 

3. 	 lnformation Technology. The Tentative Budget is based on the Period 8 projections of 
expenditures by the departments. With the Period 1 0  projections, an additional one-time 
fund balance of $1.5 million has become available that I recommend be transferred into the 
lnformation Technology Enhancement Fund for funding hardware and software needs of 
the various General Fund departments, including upgrading Office and Outlook, acquiring 
additional equipment for PimaCore to  convert departments' mobile devices, upgrading 
training facilities, etc. 

The net effect of these adjustments is to  reduce the Tentative Adopted Budget by $4,081,240 
to  the Final Budget of $1,431,897,069. 

Recommendation 

Set forth below are the proposed FY 201 011 1 Final Budget amounts and Tax Rates. 

FY 201 011 1 Budget and Tax Rates 

County Free Library District 0.31 00 
Regional Flood Control District 0.2635 
Debt Service 0.7500 

--- 

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. 

Respectfully submitted, 

C.H. Huckelberry /'County Administrator 

CHHImjk - June 8, 201 0 

Attachments 

XXXXXXXXXX
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June 15, 2010 


Fiscal Year 201 011 1 Final Budget Adoption 

Additional Adjustments 


Background 

In my June 8, 2010 memorandum recommending three adjustments to the Tentative 
Budget, I presented my recommendation for the Final Budget for the County and the 
respective tax rates. 

In addition to those three adjustments, I am recommending an adjustment to clarify 
information that was presented in the Tentative Budget. There are two supplemental 
packages recommended in the Tentative Budget for the Natural Resources Parks and 
Recreation budget. One package is for $1,020,000 for a Pathways and Parking Lot 
Resurfacing Program to address critical and high-priority safety issues resulting from aging 
pavement infrastructure in parks and other facilities throughout the County. The other 
package is for $1,175,000 to replace old playground equipment and to install shade 
canopies at various parks. Both of these expenditures should have been included in the 
Capital Projects budget rather than in the operating budget for Natural Resources Parks and 
Recreation. 

Additional Recommended Adjustments to the Tentative Budget 

I recommend that the $1,020,000 for the Pathways and Parking Lot Resurfacing Program 
and the $1,175,000 to replace playground equipment and install shade canopies be 
transferred as an Operating Transfer from the General Fund into the Capital Projects Fund. 

There is no net effect of these adjustments to the Final Budget as a whole. The only 
effect is to shift $2,195,000 in operating expenditures of Natural Resources Parks and 
Recreation from the General Fund budget and to put them into the Capital Projects budget. 

Respectfully submitted, 

C.H. Huckelberry 
County Administrator 

CHHlmjk - June 9, 2010 

Attachments 
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