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C. Annual Capital Projects Fund Budget and Capital Improvement Plan Budget

Transmitted under separate cover will be the Fiscal Year 2006/07 recommended
Capital Improvement Budget, of $197,871,141, which consists of the Capital Projects
Fund Budget of $155,901,786 and the Wastewater Management Capital Budget of
$41,969,355 as set forth in Table 7 below.

Table 7

Recommended Fiscal Year 2006/07 Capital Projects Fund Budget

and Capital Improvement Plan Budget

FY 2005/06 Bond FY 2006/07 Bond Difference 1997 Bond 2004 Bond Non-Bond
and Non-Bond and Non-Bond Projects Projects Projects
Project Budgets Projects Budget

Capital Projects Fund

Budget
Facilities Management $34,159,949 $28,892,491 ($5,267,458) $737,065 $27,532,920 $622,506
Transportation 56,480,917 53,765,504 (2,715,413) 48,358,856 5,406,918
Flood Control 20,249,835 21,738,778 1,488,943 2,696,704 6,869,254 12,172,820
Parks and Recreation 14,542,719 13,908,586 (634,133) 2,303,490 11,605,096
Open Space 9,138,000 21,715,199 12,577,199 21,715,199
Cultural Resources 5,143,722 4,534,256 {609,466) 1,475,433 3,058,823
Neighborhood Reinvest 1,187,667 4,150,245 2,962,578 845,664 3,304,681
Solid Waste 2,296,000 5,862,000 3,566,000 5,378,000 484,000
Sheriff Radio System 414,318 414,318 271,584 142,734
CIP Administration 578,141 920,409 342,268 75,331 845,078
Total Capital Projects Fund 143,776,950 165,901,786 12,124,836 61,870,173 75,686,835 18,344,978
Budget
Wastewater Management 21,834,215 41,969,355 20,135,140 680,365 31,946,258 9,442,732

Capital Improvement Budget

Total Capital improvement $165,611,165 $197,871,141 $32,259,976 $62,450,538 $107,632,893 $27,787,710
Plan Budget

1. Capital Projects Fund Budget

The $1565,901,786 Capital Projects Fund Budget for Fiscal Year 2006/07 is an
increase of $12,124,836 or 8 percent over the Capital Projects Fund Budget for
the current fiscal year.
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Overall the Capital Projects Fund Budget transitions from the 1997 bond program
to the projects authorized by voters in 2004, Of the total Capital Projects Fund
Budget, $61,870,173 is allocated to 1997 bond projects, $75,686,635 is
allocated to 2004 bond projects, and the remaining $18,344,978 is allocated to
non-bond projects.

Included in the recommended Capital Projects Fund Budget are construction
expenditures for 103 projects now underway totaling $114,465,941, or 74
percent of the total. The remaining balance of project expenditures are for
planning and design, right-of-way including open space, utility relocation, and
public art expenses.

The two major budgeted projects for Facilities Management are the Kino Public
Health Center and the Justice Court/Municipal Court Complex, both 2004 bond
projects. There are major budgeted expenditures for six Transportation projects,
all of which are 1997 bond projects: River Road, Campbell Avenue to Alvernon
Way; Alvernon Way, Ft. Lowell Road to River Road; County Club Road, 36™ Street
to Milber; Craycroft Road, River Road to Sunrise; Cortaro Farms Road, Southern
Pacific Railroad Crossing to Thornydale; and Valencia Road, Mark Road to Camino
De La Tierra. Other significant projects include Flowing Wells Community Center,
Brandi Fenton Memorial Park, and Santa Cruz River Linear Park in the vicinity of
Continental Ranch.

Not included in the Capital Projects Fund budget are $10,800,000 of expenditures
programmed by the U.S. Army Corps of Engineers (USACOE) on seven projects for
which the Regional Flood Control District has budgeted its cost sharing
responsibilities of $5,300,000. The major USACOE expenditure will be
$8,000,000 for the Arroyo Chico Detention Basin.

. Wastewater Management Capital Budget

The recommended capital budget for Wastewater Management will be increased
by $20,135,140, or 92 percent. The Wastewater Management Capital Budget
reflects the substantial completion of the 1997 sewer bond program. With total
recommended budgeted capital expenditures for existing projects of $41,969,355,
1997 bond projects account for $5680,365, or 1 percent. The 2004 bond projects
account for $31,946,258, or 76 percent while the remaining $9,442,732, or 23
percent, are for non-bond projects. These expenditures include construction on the
Santa Cruz Interceptor, Prince to Franklin; Marana Treatment Plant expansion and
Roger Road Treatment Plant rehabilitation.
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D. Combined Total County Budget

1.

Combined County Property Tax Rate

The combined primary and secondary property taxes levied by the County fund
about 27 percent of the combined total County Budget. These are the only
County revenues over which the Board of Supervisors has substantial control. The
remainder of the combined County Budget, 73 percent, is supported almost
entirely by charges for services and intergovernmental revenues, primarily state
revenue sharing and grants.

As discussed above, it is recommended that the primary property tax rate which
supports the County General Fund be reduced 23 cents, the Library District rate
be increased 11 cents to continue increased relief to the City of Tucson’s General
Fund and fund increased costs, expanded services and new facilities in the Library
System, and that the property tax rates for Debt Service and the Flood Control
District remain the same. The result is a net reduction in the combined County
property tax rate of 12 cents from this year’s rate of $5.4191 to $5.2991.

. Combined County Budget

The combined total Recommended County Budget, described in the budget
schedules and departmental budget summaries following this memorandum, is
$1,280,611,368. The total Recommended Budgetis $78,189,291 more than the
current year. Of this total increase, $34,802,921 is in the General Fund as
discussed in Sections IV and V above. Significant non-General Fund increases
include:

e $19,460,444 in the County Library District Fund as discussed in Section VII.
B.(1) above.

e $12,124,836 in the Capital Projects Fund as discussed in Section VII.D. above.
e $5,679,741 in the Debt Service Fund as discussed in Section VII.B.(2) above.
e $7,124,425 in the Wastewater Management enterprise fund to address
increased maintenance and rehabilitation work needed for the ageing sewer
system, and treatment capacity increases to accommodate population growth.
s $3,799,072 in Development Services to address the continued high level of

development, building, and permitting activity that generates increased
revenues but correspondingly requires increased service capacity.
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Significant non-General Fund decreases include:

e $13,287,377 in Sheriff’s grants as the responsibility for administering High
Intensity Drug Trafficking Agency funds for other local jurisdictions has
transferred from the Pima County Sheriff to the Arizona Criminal Justice
Commission.

e $7,345,787 in Pima Health Systems as a result of implementation of Medicare
D-Prescription Drug Coverage on January 1, 2006. The pharmaceuticals for
Medicare members that the department is responsible for decreased and
revenues from the Arizona Health Care Cost Containment System capitation
rates have correspondingly been decreased to reflect this reduction in medical
expense.

VIIl. Conclusion

This Recommended Budget attempts to balance the impacts of rapidly increasing property
valuations on taxpayers in our community against the service needs in our community for
which the County is responsible.

This Budget reduces the primary levy which supports the General Fund by 23 cents. This
is a .65 percent reduction in the rate from $4.072 to $3.842 per $100 assessed value.
This is the lowest the primary rate has been in eight years. The reduction in the primary
levy from the current rate is $14,371,021 which is more than the increase in the primary
levy resulting from market appreciation of existing property. Consequently, in the
aggregate the remaining increase in the primary levy is entirely funded by new growth in
the County.

The Library District secondary tax is increased 11 cents. These additional revenues will
fund continued, increased relief to the City of Tucson’s General Fund and pay for
increased costs, expanded services, and new facilities in the countywide Library System.

The net combined total County property tax rate for the primary and three secondary rates
which the Board of Supervisors sets is decreased by 12 cents from the current rate of
$5.4191 to $5.2991 per $100 of assessed value. This is the lowest the combined rate
has been in eight years.

In addition to providing property tax relief to moderate the impacts of increased
valuations, this Budget continues the County’s commitment to invest in the community
and improve services to the public. All existing County responsibilities, functions and
programs continue to be funded without reduction in the level of services now being
provided. This Budget also addresses increased costs of service delivery, increased
demand for services as our population grows, progressively decreasing grant dollars
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received from the federal and state governments, new mandated legal requirements for
service delivery, and the need to fund new operating costs for voter approved bond
projects as they come on-line.

Significant additional investments provided for in this Budget include:

More than $10 million of new funding specifically to enhance the Justice and Law
Enforcement System including $1.7 million for full and grant match funding to add 29
new Sheriff’s deputies.

More than $7 million of additional funding to support, enhance and expand the
countywide Library System.

More than $2.4 million for renovations, improvements and operating costs for new
facilities in the Parks System.

Almost $1.4 million to replace federal and state grant reductions in criminal justice and
job training revenues.

Almost $4.5 million for increased mandated contributions to support the State’s
indigent acute and long term care programs.

Almost $8 million for an employee compensation package to continue to invest in the
County’'s workforce and remain competitive in attracting and retaining personnel.

This Recommended Budget is being transmitted prior to adoption of the State’s Budget
for next fiscal year. While this Budget projects probable impacts, the State Budget
actually adopted may require adjustments in some amount to this recommendation. This
information will be transmitted to the Board when it becomes known.



