
BUDGET ISSUES 
 

This section of the Fiscal Year 2011/2012 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 2011/12 Budget, dated 
April 29, 2011; his May 11, 2011 memorandum, Tentative Budget Adoption - Fiscal Year 
2011/12; his May 17, 2011 memorandum, Tentative Budget Adoption:  Fiscal Year 2011/12; and 
his June 21, 2011 memorandum, Fiscal Year 2011/12 Final Budget Adoption. (The memoranda 
are located on pages 4-3, 4-27, 4-29, and 4-33, respectively.) 
 
Issues Synopsis 
 
During the development of the fiscal year 2011/12 budget, the following issues were recognized: 
 
• Property Taxes – The Primary Net Assessed Value of the County for fiscal year 2011/12 

decreased $630 million or 7.04 percent from the current year.  The market value of existing 
property actually decreased by more than eight percent, but was partially offset by an increase 
of 1.33 percent as a result of new construction added to the tax base.  Because the tax base 
has decreased for fiscal year 2011/12, use of the current tax rate results in a levy amount that 
is $20,858,120 less than the Fiscal Year 2010/11 levy and $24,797,399 below the fiscal year 
2011/12 neutral levy as determined by the state’s Truth in Taxation statutes.  The contraction 
of the property tax base is expected to continue into fiscal year 2012/13 with the Net 
Assessed Value projected to decline by 5.1 percent. 

 
• State Cost Shifts – The state’s decision to use Pima County’s local tax base to balance a 

portion of Arizona’s budget created a deficit of $8,185,242.  To fund this deficit, the County 
required a primary rate increase of 10.45 cents per $100 of assessed value. 

 
• State-Shared Revenues – State shared sales tax revenue is projected to increase by $3 

million in fiscal year 2011/12.  This modest increase reflects a projected slow economic 
recovery with only slightly improved consumer spending.  Partially offsetting the increase in 
sales tax revenue is a projected decrease in the vehicle license tax of $1.5 million (5.8 
percent) in fiscal year 2011/12. 

 
• University Physicians Healthcare Hospital - In fiscal year 2010/11, the County entered into a 

two year agreement with the Arizona Board of Regents (ABOR) on behalf of the University of 
Arizona College of Medicine for funding of the University Physician Healthcare Hospital.  Total 
funding to the hospital for fiscal year 2010/11 was $20,000,000.  For fiscal year 2011/12, the 
final year of the ABOR agreement, the County is obligated to provide funding in a total amount 
of $15,000,000.  Provision of funding by the County after fiscal year 2011/12 will require a new 
agreement. 

 
• 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 2011/12.  Consequently, the County Administrator is recommending a 
total of $3.3 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 2011/12, $34,774,388 is needed to reserve seven percent of 
General Fund revenues. 

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

budget.  Although the Board of Supervisors authorized a one percent increase in salaries for 
existing employees for fiscal year 2011/12 this was only to partially offset the increase in the 
employees’ share of pension costs which resulted from the State’s reducing the employer’s 
share. 

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

impact of all supplemental requests received from departments was over $15.6 million.  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 2011/12 to fund any of the requests. 

 
• General Fund Fiscal Year 2010/11 Ending Fund Balance – The projected General Fund 

available ending fund balance for fiscal year 2010/11 is $53,651,182.  This is an increase of 
$29,610,967 over the budgeted General Fund Reserve of $24,040,215.  This increase is from 
numerous offsetting increases and decreases in actual expenditures, revenues and operating 
transfers from the Adopted Budget  The primary factor contributing to the increase is a 
beginning General Fund balance that was greater than was anticipated at the time the fiscal 
year 2010/11 Budget was adopted.  There are two substantial components of that larger 
beginning fund balance.  One was an unanticipated partial refund of $4,573,477 from the 
State of the County’s indigent health care contribution.  The refund resulted from a 
maintenance of effort requirement imposed on Arizona as a prerequisite to receipt of federal 
funding.  The second was actual, net departmental expenditures that were less at the end of 
fiscal year 2009/10 than were projected mid-year. 

 
• General Fund Base Budget – Projected base General Fund revenues are $8,185,242 less 

than required to fund projected fiscal year 2011/12 base expenditures and operating transfers.  
The County Administrator recommended and the Board of Supervisors approved an increase 
in the primary levy of 10.45 cents per $100 of assessed value.  This increased rate will offset 
the State’s costs shifts and decision to use Pima County’s local tax base to balance a portion 
of Arizona’s budget. 

 
Since the economic recession began more than three years ago, a series of reductions in 
departmental budgets have been implemented.  The fiscal year 2011/12 Adopted Budget 
includes an additional 1.5 percent reduction for most departments and a 0.5 percent reduction 
for the law enforcement functions.  Collectively over three years, the cumulative reduction in 
departmental budgets is approximately 11.5 percent except for the Sheriff’s Office which has 
been reduced by 2.5 percent.  Consequently, despite the state cost shifts and declines in state 
shared revenues, the reductions in departmental budgets, and the available $53.6 million fiscal 
year 2010/11 ending fund balance enabled the County to have a balanced General Fund budget 
for fiscal year 2011/12. 
 
The following County Administrator’s memoranda details and discusses these issues at length.   
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Note: The final paragraph of this memorandum, Tentative Budget Adoption: 
Fiscal Year 2011/2012, May 17, 2011, 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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