


CITY OF TUCSON, ARIZONA

Adopted Budget

Fiscal Year 2014
Effective July 1, 2013

Mayor and Council

HONORABLE REGINA ROMERO PAUL CUNNINGHAM KARIN UHLICH
JONATHAN ROTHSCHILD Ward One

Ward Two Ward Three
Mayor

SHIRLEY SCOTT

RICHARD FIMBRES
Ward Four

STEVE KOZACHIK
Ward Five

Ward Six

City Administration

RICHARD MIRANDA
City Manager

KELLY GOTTSCHALK
Assistant City Manager/
Chief Financial Officer

ALBERT ELIAS
Assistant City Manager

MARTHA DURKIN
Assistant City Manager



DISTINGUISHED
BUDGET PRESENTATION
AWARD

P

GOVERNMENT FINANCE OFFICERS ASSOCIATION
Distinguished
Budget Presentation
Award

FRESENTED TO

City of Tucson

Arizona

Forthe Fiscal Year Beginning

July 1, 2012

Chuiiph P ot G i o By -

Prosident

laxcruine Dimector

The Government Finance Officers Association of the United States and Canada (GFOA) presented
a Distinguished Budget Presentation Award to the City of Tucson, Arizona for its annual budget for
the Fiscal Year beginning July 1, 2012.

To receive this award, a governmental unit must publish a budget document that meets program
criteria as a policy document, as an opetrations guide, as a financial plan, and as a communication
device.

The award is valid for one year. We believe our current budget continues to conform to program
requirements, and we are submitting it to GFOA to determine its eligibility for another award.
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BUDGET CALENDAR

FISCAL YEAR 2014

November 20, 2012

December 7, 2012

December 2012-February 2013

February 26, 2013

March 5, 2013

March 19, 2013

March 27, 2013
April 9, 2013

April 16, 2013

April 23, 2013

May 7, 2013

May 21, 2013

June 11, 2013

Study Session presentation on revenues: Fiscal Year 2012 year-end
preliminary financials and fund balance and Fiscal Year 2013 1t
quarter major tax revenue update.

Mayor and Council adoption of revised Comprehensive Financial
Policies.

Budget Office development of citywide personnel budgets and
allocation of non-personnel funding for departmental development
of operating budgets as well as Capital Improvement Program
requests.

Study Session presentation overview and discussion of pension
systems and  Mayor and  Council consideration  of
employer/employee contribution rates.

Study Session to update Mayor and Council on a) General Fund
revenue and expenditure estimates, balancing proposals and
alternatives, and long-term strategies and receive additional
direction, as necessary, b) five-year transit system financial forecast,
and c¢) medical insurance contract.

Study Session discussion of a) financial planning efforts for funds
other than the General Fund (i.e., HURF, ParkWise, Golf, self-
insurance), b) compensation plan, and c) draft five-year strategic
transit plan.

Study Session discussions of public safety and parks and recreation.

Study Session discussion on major capital improvement projects
and deferred maintenance needs.

Study Session: Submission of the City Manager’s Recommended
Fiscal Year 2014 Budget, including the Five-Year Capital
Improvement Program, and preliminary discussion.

Study Session discussion of Recommended Fiscal Year 2014
Budget.

Public hearing on the Recommended Fiscal Year 2014 Budget.

Study Session discussion of Recommended Fiscal Year 2014
Budget.

Regular Agenda: Adoption of a Tentative Budget for Fiscal Year
2014.

Public hearing (Truth in Taxation) on primary property tax rate.

Public hearing on the Fiscal Year 2014 budget as tentatively
adopted.

Special Mayor and Council meeting for the purpose of final budget
adoption.

Regular Agenda: Adoption of Fiscal Year 2014 property tax levies.
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COMMUNITY PROFILE

A Fantastic Place to Live and Visit

With a culturally diverse population of 520,000, Tucson is Arizona’s second
largest city with a metropolitan area that exceeds one million people. Surrounded
by four majestic mountain ranges and nestled in the heart of a lush Sonoran
Desert valley, Tucson offers residents and tourists the climate, opportunities,
amenities, and attractions that allow them to experience an unparalleled quality of
life. Families and children of all ages, including the “young at heart”, enjoy the
Reid Park Zoo with its new Expedition Tanzania elephant exhibit, the Tucson
Children’s Museum, the Tucson Botanical Gardens, and the Pima Air and Space
Museum. Nationally known regional attractions are the Arizona Sonoran Desert
Museum, Mt. Lemmon, Saguaro National Monument East and West, and the Kitt
Peak National Observatory. With 350 days of sunshine, Tucson is a destination
for outdoor enthusiasts.

The Atlantic Magazine recognized Tucson as a top-rated city in the country for
bicycle-friendly neighborhoods and Outdoor Magazine ranked Tucson the
Number One Bike Town in America. Additionally in 2013, Trave/ Channel ranked
Tucson as the 6% best city nationwide for cycling, and WalkScore.com ranked
Tucson 8t in the top 10 most bikeable large U.S. cities. Tucsonans enjoy over 620
miles of streets with bicycle lanes and the 55-mile dedicated Pima County Urban
Loop, a paved, shared-use path, that form the most comprehensive network for
active cyclists in the nation. Tucson is also home to the world-renowned Fantasy
Island Mountain Biking Park.

Tucson’s vibrant and growing downtown core, crowded with theaters,
performance spaces, locally owned shops and restaurants, is the place to
experience the many diverse cultural and outdoor festivals of the city. These
include Tucson Meet Yourself, All Souls Procession, Dia de San Juan, the Fourth
Avenue Street Fair, or the La Fiesta de los Vaqueros Rodeo Parade, and the
Tucson Gem and Mineral Show. The Gem Show brings the gem, mineral, and
fossil dealers of the world to Tucson every February to show and sell their
precious wares to buyers, collectors, and the fascinated public at over 41 shows
generating an estimated $100 million in tax revenue for the region. Downtown is
also a major place to experience our vibrant arts community that supports a
symphony, an opera company, a ballet, over 215 arts groups and 35 art galleries.
Tucson offers a jam-packed calendar of live music and performance events at
historic venues like the Fox Theater, Rialto Theater, Hotel Congress, and the
Temple of Music and Art, as well as numerous museums including the Tucson
Museum of Art, Museum of Contemporary Art, and the Center for Creative
Photography.

Downtown is where the Sun Link Modern Streetcar line will soon provide a new
and exciting transit opportunity to connect the emerging Mercado District on the
west side of downtown, the downtown core, the popular Fourth Avenue
commercial district, the University of Arizona Main Campus, and the University
Medical Center. The Streetcar will supercharge the downtown economic engine.
Streetcar development has already brought in over $200 million of private invest-
ment downtown, creating new urban spaces in the confluence where hip meets
historic for citizens to live, work, experience, and play day and night.



COMMUNITY PROFILE

We Mean Business

Tucson is recognized as a Megatrend City for the 21st century with its emerging
presence as a center for biotechnology, solar, optics, and logistics. Tucson has a
strong and longstanding position as a center for defense, aerospace, astronomy,
and medical-health services. More than 1,200 high-tech businesses including
companies like Raytheon, BE Aerospace, Solon, and Universal Avionics employ
over 50,000 citizens from our community and the region. Tucson is home to
Davis Monthan Air Force Base which has a $1.6 billion economic impact in our
community. The Tucson International Airport is a cornerstone of our logistics and
tourism industries and creates a $3.2 billion economic impact while supporting
35,000 jobs.

Tucson has amazing workforce development assets in the University of Arizona
(U of A) and Pima Community College. The U of A is the State’s premier research
university and is ranked among the top 20 of public research universities
nationwide. It is ranked 3 in the nation by the National Science Foundation for
physical sciences research and is the recipient of more NASA grants for space
exploration research than any other university. Its Eller College of Management
has been ranked in the top ten of Princeton Review's list of best entreprencurial
graduate programs. U of A faculty, including five Nobel Prize winners, have a
global reputation for innovative research and are helping create the next
generation of knowledgeable workers.

Pima Community College (PCC), one of the foremost community colleges in the
Southwest, offers 182 transfer and occupational programs across 6 campuses and
4 learning centers. The college also customizes workforce training for regional
employers, with training for approximately 5,600 employees annually. For many
of its 40-plus years, PCC has ranked among the ten largest multi-campus
community colleges in the nation.

The City of Tucson partners with innovators like Tech Launch Arizona, U of A
Science and Technology Park, and the U of A Bio Sciences Park. Economic
development is a top priority for Tucson’s Mayor and Council. In an effort to
support a business friendly environment, the Mayor and Council have put into
place numerous Economic Development Incentives, streamlined departmental
processes, and simplified City Code. Companies and entrepreneurs will find
Tucson the place to start up or expand their business in a business environment
that is dynamic, open, and innovative.



COMMUNITY PROFILE

City Government

Demographics

By charter from the State of Arizona, the City of Tucson is governed by a Mayor
and Council. Council member candidates are nominated in primary elections in
each of the six wards, but are elected in citywide elections. The mayor is
nominated and elected citywide. The Mayor and Council set policy and appoint a
city manager to provide the general supervision and direction for city government
operations. Tucson is the county seat for Pima County which is the second largest
county in population in Arizona.

Tucson has grown: 45th largest city in 1980, 34th largest in 1990, the 30th largest
in 2000, and the 32nd largest in 2010. Tucson is the second largest city in Arizona
behind Phoenix.

Population Tucson Pima County

1990 405,371 666,957

2000 486,699 843,746

2010 520,116 980,263

Land Area Land Use, 2010

1990 157.53 square miles Undeveloped 52.84%

2000 195.5 square miles Residential 22.50%

2010 227.7 square miles Commercial 4.06%
Government 3.26%
Industrial 3.09%
Open Space 2.59%
Agricultural 0.77%
Other 10.89%

Racial/Ethnic Composition, 2010 Median Age

White, Non-Hispanic 40.3% 1990 30.8 years

Hispanic/ILatino 35.6% 2000 32.1 years

Black/African American 4.2% 2010 34.2 years

Native American 2.3%

Asian/Pacific Islander 2.6%

Other 13.3%

Two or more races 1.7%
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COMMUNITY PROFILE

Economy Major Employers - Southern Arizona, 2013! (Based on number of full-time
equivalent positions)

University of Arizona 12,053
Raytheon Missile Systems 11,500
Davis-Monthan Air Force Base 10,330
Walmart Stores, Inc. 7,629
Pima County 6,835
Tucson Unified School District 6,771
University of Arizona Health Network 6,462
U.S. Army Intelligence Center and Fort Huachuca 6,198
U.S. Border Patrol 6,000
City of Tucson 5,419
State of Arizona 5,089
Freeport-McMoran Copper & Gold, Inc. 5,068
Tohono O’odham Nation 4,350
Carondelet Health Network 3,648
Fry’s Food and Drug Stores 2,933
Tucson Medical Center HealthCare 2,904

1Source: “Book of Lists,” Inside Tucson Business, January 2013.

Total Employment — Pima County Unemployment Rates — Pima County
2007 491,700 2007 3.6%
2008 449,699 2008 5.6%
2009 448,258 2009 8.8%
2010 450,641 2010 9.0%
2011 448,000 2011 9.1%
2012 430,100 2012 7.2%

Annual Rate of FEarnings

(Per worker in current dollars)

2007 $41,502

2008 $40,322

2009 $39,900

2010 $44,048

2011 $44,908

2012 $45,808

Building Permits Issued

Residential Commercial

2007 1,518 129
2008 701 208
2009 361 65
2010 376 47
2011 270 45

2012 336 104
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COMMUNITY PROFILE

City Services

The City of Tucson is committed to providing appropriate and equitable levels of

service to all of its citizens. Some examples are listed below.

Environmental Services

Tons of Waste Received at Los Reales Landfill 494,800
Tons of Waste Collected by City of Tucson Refuse Setvices 212,000
Tons of Material Recycled 42,000
Parks and Recreation/Golf Resources
Parks (District, Neighborhood, School, Regional, and Open Space) 177
Recreation Centers 16
Senior Centers 3
Out of School Program Sites 27
Senior Citizen Program Sites 13
Municipal Swimming Pools* 26
Municipal Golf Coutses 5
Tennis Court Sites 17
Ball Fields/Multipurpose Fields 202
*Some have been kept out of operation due to budget constraints.
Public Safety
Number of Authorized Commissioned Police Personnel 998
Average Police Emergency Response Time (in minutes) 4.12
Average Police Response Time for All Emergency, Critical, Urgent, 70.19
and General Response Calls (in minutes)
Number of Authorized Commissioned Fire Personnel (including 619
Paramedics)
Number of Fire Stations 21
Number of Fire Emergency Calls 82,000
Number of Ambulance Transports (Advanced Life Support) 18,750
Total Fire Response Time (including travel time; 90% of the time) 8.0 min.
Transportation
Number of Street Miles Maintained 2,100
Miles of Bikeways 575
Miles of Drainageway 1,449
Number of Street Lights 19,701
Annual Miles of Fixed-Route Bus Service 9,639,000
Annual Miles of Paratransit Service 4,489,070
Number of Traffic Signals 586
Tucson Water
Miles of Water Lines 4,586
Miles of Reclaimed Water Lines 200
Number of Active Water Connections 225,000
Millions of Gallons of Potable Water Storage Capacity 306
Billions of Gallons of Potable Water Delivered Annually 36
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COMMUNITY PROFILE

SELECTED ECONOMIC INDICATORS — TUCSON METRO AREA
Calendar Year

Projected Projected Projected
Description 2011 2012 2013 2014

Personal Income ($Millions) $ 34,596 $ 35,800 $ 37,031 $ 38,908
Percentage Change from Prior Year 4.0 3.5 3.4 5.1
Retail Sales-Excluding Food! ($Millions) $ 6,923 $ 7,337 $ 7,652 $ 7,910
Percentage Change from Prior Year 7.3 6.0 4.3 3.4
Residential Building Permits (Units) 2,242 2,828 3,432 4,448
Percentage Change from Prior Year 15.7 26.1 21.4 29.6
Gasoline Sales (Millions of Gallons) 383.0 379.0 382.0 384.0
Percentage Change from Prior Year -0.3 -0.1 0.8 0.4
Population (000) 986.1 990.4 996.8 1,006.8
Percentage Change from Prior Year 0.5 0.4 0.7 1.0
Real Per Capita Disposable Income $ 31,152 $ 31,367 $ 31,731 $32,365
Percentage Change from Prior Year -0.5 0.7 1.2 2.0
Ageregate Earnings Rate $ 45,430 $ 45,808 $ 47,231 $ 48,229
Percentage Change from Prior Year 2.4 0.8 3.1 2.1
Consumer Price Index (CPI) Western 2.8 2.1 1.2 1.6
Region (Percent Change)
Personal Consumption Deflator (Percent 2.4 1.8 1.0 1.3

Change)

Source: Economic Outlook, June 2013, Economics and Business Research Center, Eller College of Management,
University of Arizona.

1Calculated by combining retail sales (less food) with restaurant and bar sales.
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HOW TO USE THIS BUDGET

This document guide outlines the City of Tucson’s Fiscal Year 2014 Adopted Budget. Copies of the budget
are available for viewing at the Joel D. Valdez Main Library, the City Clerk’s Office, and the Office of Budget
and Internal Audit. In addition, the budget may be viewed on the City of Tucson Web site,
http://www.tucsonaz.gov. Information may be obtained by calling the Office of Budget and Internal Audit
at (520) 791-4551 ot e-mailing the office at budget@tucsonaz.gov.

The Adopted Budget is organized as follows.

City Manager’s Message/Budget Overview — This section includes the letter from the City Manager
transmitting the budget to the Mayor and Council and an overview of the budget. In the transmittal letter, the
City Manager highlights the key General Fund budget balancing efforts as well as budgetary impacts.

Policies and Legal Requirements — Financial policies and practices, debt management policy, and State and
local legal provisions are presented, including the process for budget adoption and setting the property tax,
public hearings, and a property tax summary.

Funding Sources — This section of this document offers descriptions of the City’s funds, detailed discussion
on the various revenue sources and includes a historical summary of certain revenues for each fund.

Department Budgets — This section provides an overview of the departments’ budgets. Within each
department are a summary of its services, significant changes, key measures of performance, descriptions of the
department’s operating programs, and the financial and personnel resources that support each program.

Capital Improvement Program — This section provides a summary of the approved Five-Year Capital
Improvement Program.

Summary Information — Schedules contained in this section provide summary level information on the
consolidated (operating and capital) city budget. Expenditure and revenue information, descriptions of funds,

debt service information, and staffing histories are summarized.

Glossary — The glossary and acronyms/initialisms define terms used in the budget.
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City Manager’s Message



OFFICE OF THE CITY MANAGER

July 1, 2013

Honorable Mayor and Council Members:

The Fiscal Year 2014 Adopted Budget is a financial plan that has as its foundation an organizational
mission of providing optimum government services to those who live, work, recreate and do
business in our great city. It is important to note that the strategies used to construct this budget
were focused on maintaining service delivery according to the direction given by the Mayor and
Council to formulate a plan of action that continues to demonstrate we are using valued resources in
the most effective manner possible. There has been infusion of thought, discussion and critique
from critical stakeholders, and I am confident that this budget strongly reflects the dialogue we
heard and participated in over the months leading up to its adoption.

The budget was developed with an analysis of financial conditions both past and present. As a result
of the Great Recession, the City has been forced to contend with living within our fiscal means and
accepting that there are “new normals” that need to be taken into consideration during budget
development. While the adopted budget is legally balanced as required and is sufficient to meet this
year’s goals, we need to keep our focus on remedies to address the structural deficits we are
experiencing in multiple funds, and we need to take into consideration other financial problems that
are on the horizon.

The basis for this budget is to “hold the line” on service delivery levels for our community. After
critical review of all departments and programs by the Office of the City Manager in conjunction
with Department Heads we believe that efficiencies are being maximized. I must commend the
employees of the City of Tucson for their efforts to achieve the common goal of providing quality
services to our citizens. Their hard work is observable, and it is the greatest contributor to our
success as an organization. However, maximizing efficiencies is not enough to balance the budget.
We are forced to continue to include one-time funding sources, which ideally should not be used to
pay for annual operating expenditures. This budgeting practice is not sustainable; and as a result of
its continued usage, many fiscal challenges loom large for future year budgets. For example, the
adopted General Fund budget has been balanced by a) delaying specific debt payments, b)
suspending supplemental surcharges dedicated towards the self-insurance deficit, ¢) including one-
time potential land sales revenue, and d) deferring funding for infrastructure needs; all while still not
knowing the full impact of State legislative actions on future City sales tax revenue streams.
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I want to emphasize that we must take the initiative now to move forward with prudent and
conservative financial and operational decisions that ensure the City’s fiscal solvency so that we will
have the opportunity in coming years to eliminate our structural financial weaknesses. It is
paramount that we adequately fund services that are a priority to our community and provide triage
to other services based on available resources. Recent Mayor and Council planning and visioning
sessions identified key initiatives, strategies, and investments that the City should undertake. The
City’s new General Plan, being presented to the voters in November 2013 as Plan Tucson, is
intended to guide planning and allocation decisions affecting housing, jobs, land use, transportation,
water, and energy resources.

Fiscal Year 2014 Obijectives: Maintaining Services and Immediately Ensuring Sustainable
Fiscal Solvency

The citywide Fiscal Year 2014 Adopted Budget which is comprised of both operating and capital
components totals approximately $1.3 billion. Citywide budget activities are funded from multiple
sources that include restricted enterprise funds (Tucson Water, Environmental Services, Tucson
Golf) and other restricted funds (e.g., public housing, regional transportation authority, bonds,
federal/state funding.) These restricted funds total $804 million, or 63% of the citywide adopted
budget in comparison to the General Fund which only totals $468 million, or 37%.

The City’s overall financial situation for Fiscal Year 2014 includes deficit funds, deferred
maintenance, unmet capital needs, and a structural deficit in its General Fund. Moderate revenue
growth only provides for a “maintenance of service” effort on all fronts. Service delivery needs to
immediately be re-examined, restructured, and potentially downsized citywide through efficiencies,
reorganization, new funding solutions, and careful consideration of managed competition.

It has been an ongoing struggle during the economic downturn and its slow recovery to balance the
General Fund revenues against increasing expenditures. For Fiscal Year 2014, we have projected
that recurring General Fund revenues will increase approximately 4% while recurring expenditures
will increase by 7%. This imbalance is primarily tied to increases in salaries, overtime, and public
safety pension costs; technology needs; election costs; and mass transit system costs. There is a
strong potential for this imbalance to continue well into the future unless we take decisive action. It
also speaks to our immediate need to implement a sustainable blend of revenues and cost-decreasing
measures in order to sustain our finances in balance without relying on “one-time” fixes.

Communication: A Key Approach to Balancing the Budget

In preparing this year’s budget, communication platforms were established to provide the Mayor and
Council with an accurate financial picture of Fiscal Years 2013 through 2015. Citywide budget
elements and financial information were presented for consideration, discussion, and input. The
intent was to allow the Council the opportunity for prudent decisions to be made in the context of
the City’s overall fiscal situation.

During multiple Council meetings, Mayor and Council were provided with budget estimates,
balancing and financial planning efforts, and compensation information, as well as basic services
issues and priorities (e.g., transit, public safety, and parks and recreation). The majority of this
information has informed and/or been incorporated into the citywide Fiscal Year 2014 Adopted
Budget following Council input and direction from these meetings.
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Following is a list of the various topics and dates of Mayor and Council discussion sessions:

e Upcoming Vacancies in Public Safety (September 5, 2012)

e FY 2012 Preliminary Financials, Fund Balance, and 1t Quarter FY 2013 Major Tax Revenues
(November 20, 2012)

e Comprehensive Financial Policies (November 7 and December 4, 2012)

e Transit Services Strategic Plan and Financial Forecasts (September 19, 2012; November 14,
2012; March 5; March 27; April 23; and April 30, 2013)

e Tucson Enterprise Golf Fund (September 11, 2012; October 23, 2012; January 8; January 15;
February 5; February 20; and March 5, 2013)

e ParkWise Policies, Procedures, Financial Forecasts and Parking Rate Adjustments (January 15;
April 9; May 7, 2013)

e FY 2012 Comprehensive Annual Financial Report (February 5, 2013)

e City Pension Plans (February 26; March 27; April 9, 2013)

e [Y 2014 General Fund Budget Estimates Update and Recap Discussion (March 5 and 27, 2013)

e FY 2014 Medical Insurance Program (March 5, 2013)

e Tucson Water FYs 2013-2018 Financial Plan and Intent to Increase Fees (March 5; April 16; and
May 21, 2013)

e TFinancial Planning for Funds Other Than General Fund: Self Insurance, ParkWise, HURF,
Tucson Golf (March 19, 2013)

e DPublic Safety (police and fire) and Parks and Recreation Budget Highlights (March 27, 2013)

e Compensation Program (March 27; April 9; April 16; and May 14, 2013)

e Major FY 2014 Capital Improvement Projects and Deferred Maintenance Report (April 9, 2013)

e Environmental Services: Revisions to Certain Fees and Charges (June 4 and 18, 2013)

For preliminary General Fund budget estimates, a thorough analysis was conducted in detail of
various projected revenue sources as well as a review of recent year actuals vs. projected
expenditures. Preliminary expenditure projections were determined from personnel and benefit cost
increases as well as such things as utility cost increases, technology needs, debt service payment
schedules, and primary and general election cost needs. These projections were discussed with the
Mayor and Council at the March 5% Study Session.

In addition to the agendized public council meetings noted above, the Executive Leadership Team
held brainstorming discussions on sound fiscal stewardship and budget issues. Then, prior to
departmental budget submittals in February, I conducted individual meetings with each General
Fund department/office director to discuss Fiscal Year 2014 budget issues. Internal budget-related
meetings and discussions occurred with you and your staff individually twice during January and
February as well as on several occasions with the labor council and council aides.

General Fund Resources

Revenues Are Not Keeping Up With Expenditures — The City of Tucson is heavily reliant on local sales tax
and state-shared taxes to fund basic City services. While these revenues are moderately growing,
they are not keeping up with the faster-paced cost growth in personnel benefits, specifically pension
costs, and other ongoing needs.

The primary revenue streams, which comprise 66% of the Fiscal Year 2014 Adopted General Fund
Budget, are as follows:

e C(ity sales tax — The collections estimate of $184.6 million for Fiscal Year 2013 is almost $8
million more than in Fiscal Year 2012, an over 4% increase. Fiscal Year 2014 adopted revenues
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indicate a moderate growth in collections which will be offset by a City sales tax partial year loss
of potentially $2.1 million due to recent State action that will prevent cities from collecting a
portion of the current commercial lease sales tax. The $189 million budget for Fiscal Year 2014
reflects a net additional $4.4 million, 2.4%, over the Fiscal Year 2013 estimate. Sales tax revenue
is increasing slowly with the adopted budget at 6% less (still $13 million lower), than Fiscal Year
2007 levels.

e State-shared sales tax — The $42.6 million estimate for Fiscal Year 2013 is $1.8 million more than
Fiscal Year 2012 actual collections, an over 4% increase. Fiscal Year 2014 adopted revenues of
$44.6 million reflect an additional $2 million, 4.7%, over the Fiscal Year 2013 estimate. State-
shared sales tax revenue is increasing slowly yet the adopted budget is 11% less (still $6 million
lower), than Fiscal Year 2007 levels.

e State-shared income tax — Income tax revenues are based on State collections for the 2011 tax
year. Fiscal Year 2014 adopted revenues of $57.8 million will be nearly a 9% increase, $4.7
million, over Fiscal Year 2013. Revenues are 16% less (still $3.7 million lower), than Fiscal Year
2007 levels.

e State-shared auto lieu (vehicle) tax — Adopted vehicle tax revenues of $19.7 million are projected
at near Fiscal Year 2012 levels, but are still almost $4 million lower than Fiscal Year 2007.

One-Time Resources - The chart below illustrates the historic availability of General Fund financial
resources and the use of one-time funding sources to pay for expenditures. In Fiscal Year 2009, the
onset of the Great Recession caused local and state-shared revenues to decline to the point that it
was necessary to use fund balance reserves at fiscal year-end. Throughout the following fiscal years,
one-time resources have been consistently used to balance the budget in addition to further reducing
expenditures and services.

The Fiscal Year 2014 Adopted Budget does not include any service or expenditure cuts. However,
projected recurring expenditures exceed projected recurring revenues, therefore, causing a use of
one-time revenues to balance the budget. The Comprehensive Financial Policies adopted by Mayor
and Council in December 2012 state “because these monies are not regular revenues that recur from
year to year, good financial practices avoid uses that have ongoing costs because spending could
increase to a level that would not be supported by future years’ revenues.” In the case of the
General Fund, these “ongoing costs” are primarily personnel-related since employee salaries and
benefits typically average 65% of the total annual budget.

Unrestricted Fund Balance - The status of the General Fund Unrestricted Fund Balance is critical to the
tinancial health of the City, and it has implications for the City’s access to the financial markets and
the cost of borrowing in order to finance needed infrastructure and facilities projects.
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During Fiscal Year 2011, Mayor and Council established a stabilization fund within the Committed
fund balance category with a minimum policy goal of 10% of prior year General Fund revenues. At
the end of Fiscal Year 2012, the stabilization fund was at $22.8 million, or only 5.5 % of operating
revenues. The unassigned fund balance, or residual net resources, was at $8.6 million, or 2.1% of
revenues which is significantly less than the Mayor and Council’s policy target of 7% minimum.

Total unrestricted fund balance equaled $54.8 million at Fiscal Year End 2012 and included $18.1
million in assigned funds. During Fiscal Year 2013 with Mayor and Council approval, $17.6 million
of assigned funds was programmed to make debt service payments and essential technology and
vehicle purchases. In upcoming fiscal years, it is absolutely critical that we continue to grow our
unrestricted fund balance to ensure a sustainable organization for the future.

Unrestricted General Fund Balance
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City of Tucson Financial Policies

The Financial Policy document adopted by Mayor and Council in December 2012 establishes
guidelines for the City’s overall fiscal planning and management. These principles are intended to
foster and support the continued financial strength and stability of the City of Tucson as reflected in
its financial goals.

e To deliver quality services in an affordable, efficient and cost-effective basis providing full value
for each tax dollar.

e To maintain an adequate financial base to sustain a sufficient level of municipal services, thereby
preserving the quality of life in the City of Tucson.

e To provide essential public facilities and prevent deterioration of the City’s public facilities and
its capital assets.

e To have the ability to withstand local and regional economic fluctuations, to adjust to changes in
the service requirements of our community, and to respond to changes in Federal and State
priorities and funding as they affect the City's residents.

e To protect and enhance the City’s credit rating in the financial community to assure the City's
taxpayers that the city government is well managed and financially sound.

e To ensure the legal use of all City funds through adherence to the highest accounting and
management practices as set by the Government Finance Officers Association (GFOA)
standards for financial reporting and budgeting, by the Governmental Accounting Standards
Board (GASB) and other professional standards, and by adherence to State Law.
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Adherence to these adopted principles also serves to enhance the City's image and credibility with its
citizens, bond rating agencies, and investors. It also protects the Council’s policy-making status by
ensuring that important fiscal decisions are guided by an adopted policy.

In order to provide the Mayor and Council with opportunities to make informed decisions and
provide prudent financial direction, staff provided updates on various deficit funds as well as the
extent of citywide deferred maintenance. The purpose of these communications was to make sure
that the Chief Financial Officer, under the authority of the City Charter, recommended appropriate
measures to ensure that the administration of the finances of the City follow the policies of the
Mayor and Council. With that in mind, it was important to communicate to the Council the status
of these funds as they related to balancing the Fiscal Year 2014 budget and how they contribute to
the overall financial picture of the City and the challenges we face in upcoming fiscal years.
Accordingly, this information was provided to the Mayor and Council during budget discussions.

Basic Services: Budget Impacts

A primary goal in the development of the Fiscal Year 2014 Adopted Budget was to maintain the
current level of basic services provided by public safety, parks and recreation, and
transportation/ transit despite the imbalance between cost increases and recutring revenues. Budget
highlights include:

» Tucson Police — Two federal COPS hiring grants provide funds for 75 authorized
commissioned police officers. Commissioned staffing continues to hold at 998 personnel.
Fifteen new vehicles were purchased in Fiscal Year 2013, but an aging vehicle fleet will continue
to result in increasing maintenance costs. Overtime is being budgeted at levels associated with
current trends that include the occurrence of unforeseen events. An alternative response call
back unit of commissioned officers has been established to improve service to victims of lower
level priority calls.

» Tucson Fire — Alternative service delivery using smaller trucks provides for more efficient call
load distribution and improved response times and has decreased call loads for busy fire stations.
The 911 Communications Center is piloting a shift schedule change in order to increase
supervisory oversight, and a system administrator position has been re-allocated from existing
resources to oversee the technical aspects of the Center. Authorized commissioned staffing
remains at 619 personnel, and a recruit class graduated in February 2013 which will lessen the
use of overtime.

» Parks and Recreation — The majority of programs are being maintained at existing service
levels. Public/private partnerships provide new funding solutions which enhance specific
programs; for example, Tucson Summer Splash donations to re-open swimming pools. Seven
summer seasonal pools will be open in addition to the ten year-round pools. Federal
Community Development Block Grant funds will be used for park improvements. The NC
Dinos, a professional Korean baseball team, will be using the Reid Park Annex for spring
training; and the Expedition Tanzania elephant habitat zoo expansion has resulted in increased
zoo attendance and revenue.

» Mass Transit System — The City’s public transportation system is expetiencing more demand
for its Sun Van paratransit service for persons with disabilities; as a result, operational costs are
increasing. Specific service route expansions of the Sun Tran fixed-route bus service are being
funded by the Regional Transportation Authority. In a recent peer comparison and best
practices evaluation, Sun Tran was found to perform near the top in most key performance
indicators. A plan and timeline for a comprehensive operational analysis of the system has been
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developed which will be a key component in transit planning going forward. Mayor and Council
directed that further discussions and options analysis be done in order to establish greater
predictability in the level of the City’s General Fund investment. The adopted budget for Sun
Link, the modern streetcar, includes pre-revenue operational activities in anticipation of tentative
revenue service beginning in July 2014.

Restricted Funds: Budget Impacts

Environmental Services, Tucson Water, and Tucson City Golf are set up to be funded by their fees
for service; by definition, enterprise funds are entirely or predominately self-supporting. This means
that their capital and operational needs are to be managed within the constraints of their revenue
streams. In addition, their operations must be fiscally responsible regarding long-term sustainability.
Over the past years, organizational structures have been adjusted, efficiencies implemented, and
action plans reconfigured in all these areas to account for decreased revenues and increased costs.

» Tucson Water — The Financial Plan for Fiscal Years 2013-2018 was recommended by the
Citizens’ Water Advisory Committee (CWAC) and adopted by Mayor and Council on March 5,
2013. The Plan included an 8.3% overall increase in water sales revenues which is the same level
assumed in the prior year’s Plan for Fiscal Year 2014 needs. Mayor and Council approved the
new water rates on May 21, 2013. Tucson Water is at its lowest employee-to-customer ratio in
decades at 2.45 employees per 1,000 customers. The cost of Central Arizona Project (CAP)
water has increased by 5.2% over the prior year. The cash reserve level (working capital)
continues to increase and exceeds the Mayor and Council’s target reserve level of 10% of annual
water sales revenue, and it also meets/exceeds the minimum levels the City’s bond advisors have
suggested, meaning money can be borrowed at lower interest rates.

» Envitonmental Setvices — The operating budget for Environmental Services is being
maintained at the prior year level and includes the elimination of 15 vacant positions, primarily in
administration and collections. Fourteen new compressed natural gas garbage trucks will replace
older vehicles. No residential fee increases were proposed with the last increases being in July
2011. New fees were adopted on June 18% for commercial recycling-only services and the
household hazardous waste home pick-up program.

» Tucson City Golf — The golf courses will continue to operate within current parameters until
direction is given by Mayor and Council on alternate operating structures and/or changes in use
at one or more courses. Any revenue surpluses would reduce the amount due to the General
Fund as the result of past years’ operational deficits. Following Mayor and Council direction in
May 2012 to rectify the structural operational deficit, Requests for Proposals (RFP) were
solicited for lease/management, maintenance, and operation of all five City golf courses or
individual courses. These RFP responses were reviewed to identify and ensure suitable bidder
qualifications prior to a second phase request anticipated to be made in July for submissions of
operational plans for consideration.

The adopted budget also includes other restricted funding besides the enterprise funds’ fees for
service. These are funds that are received from the federal and state governments as well as local
sources and are limited in use to specific purposes. In some cases, these restricted funds can be used
to supplement basic services (e.g., Community Development Block Grant funds are being used for
park infrastructure improvements and Americans with Disabilities Act needs). Unfortunately, in
most cases they cannot be used to replace the General Fund as the source for operational uses.
Other examples of restricted funds include civic contributions (donations) that are made to the City
by individuals or outside organizations to fund a designated purpose (e.g., swimming pool
operations, fireworks display) and Arizona Supreme Court disbursements that are designated for
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specific uses by City Court such as employee training, court automation, and to facilitate collections
and improved case processing.

Capital Improvement Program: Community Infrastructure

The approved Five-Year Capital Improvement Program includes critical projects that will enhance
or replace our community’s core services infrastructure. The Tucson Modern Streetcar (“Sun Link”)
is the City’s highest priority capital project and is creating significant economic development and
infill opportunities in the downtown and University areas. This project is triggering major retail,
office and residential growth, and redevelopment opportunities along its route, which will contribute
to improving Tucson’s economy. The Downtown Tucson Partnership has estimated that between
2008 and 2013 the combined public and private investment in downtown Tucson totaled
approximately $800 million with another $90 million projected for 2014.

A major transportation infrastructure project has been initiated to restore, repair, and resurface
streets inside Tucson City limits with funding supplied by a $100 million bond program approved by
voters in November 2012 and funded through secondary property taxes. Street resurfacing will take
place over a five-year period, with approximately 85% of bond funds being allocated to major streets
and 15% allocated to neighborhood streets. All work will be competitively bid out to private sector
contractors with $20 million available in Fiscal Year 2014. This project continues the
Transportation Department’s efforts to address our aging streets which dedicated almost $20 million
in Fiscal Year 2013 to a pavement preservation program for contracted maintenance and paving of
residential, and arterial and collector streets.

On April 9% the Mayor and Council were updated on the status of specific major capital
improvement projects and the proposed Fiscal Years 2014-2018 capital improvement program. The
adopted Fiscal Year 2014 capital budget is funded at $226 million, a 23% reduction from Fiscal Year
2013 Adopted. This reduction is primarily due to major construction projects such as the streetcar
nearing completion.

A list of the City’s “unmet capital needs” approached an almost $1.3 billion price tag when it was
summarized and calculated by City staff over a year ago. Routine repair and renewal of City
facilities, buildings, and parking lots, and vehicle and equipment purchases have not been adequately
funded as the result of budget reductions in recent years. At this time, there is no financing method
or specific implementation schedule for any of this needed work. However, the Mayor and Council
recently formed a Bond Project Advisory Committee to determine if any of these deficiencies can
and should be addressed in the future with a voter-approved bond issuance.
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Economic Development Strategic Priorities

The Mayor and Council have made economic development a City of Tucson priority, directing staff
to pursue efforts that will stabilize and improve the local economy in a diversified manner. The re-
establishment of an economic development office, the adoption of economic development
incentives and other strategies put forth by the Mayor and Council, and the streamlining of
development services processes are examples of how our elected officials have taken action to
improve Tucson’s economic well-being.

In the summer of 2012 at your direction, I formed the Economic Initiatives Office, which currently
consists of five staff members who have responsibility for both Economic Development and
Annexation functions. The following Mayor and Council priorities have been identified for the
City’s economic development efforts: a) recruitment, retention, and expansion; b) international
trade; c) entrepreneurship; d) investment in key commercial areas; and e) annexation. The Mayor’s
Office business liaison also works collaboratively with this Office to ensure a consistent approach to
the City’s economic development efforts and communication with our community stakeholders.

Attention continues to be paid to improving the effectiveness of the City’s relationships with our
community partners such as Visit Tucson (formerly the Metropolitan Tucson Convention and
Visitors Bureau), the University of Arizona’s Tech Launch Arizona, Tucson Regional Economic
Opporttunities, and the various chambers of commerce. In March, a Request for Proposals was
issued for economic and workforce development programs, services, and events offered by non-
profit organizations. Funding allocations totaling $600,000 were awarded by the Mayor and Council
on June 4.

Investment in City Employees

The fundamental mission for all City of Tucson employees is to provide excellent service delivery to
our community. Efficiency, effectiveness, quality, readiness, responsiveness and a positive, problem-
solving focus: these are the expectations the community, the Mayor and Council, and I have
established for our organization. In the past year, the City has made significant progress in meeting
these expectations. For that reason, it is imperative to recognize that City employees are continuing
to serve our community well, even with the severe financial challenges we have faced during recent
years. Given the caliber of employees that work for the City, we are persevering despite these
challenges with an ethic of dedication and commitment to public service.

As with expenses in other areas, many employee benefit costs have been rising dramatically and
adding stress to our financial resources. In the past months, the Mayor and Council has been
updated and participated in multiple public discussions regarding the status of the City’s medical
insurance, pension systems, and compensation program. We anticipate that we can develop both
short- and long-term plans that will provide additional investment in our employees so that their
efforts and sacrifices can be addressed.

Medical Insurance Benefits - In March, the Mayor and Council was advised of successful contract
negotiations for the implementation of new medical, pharmaceutical, and employee assistance
programs for active employees and retirees effective July 1, 2013. The awarded contract resulted in
no increase to premiums for either program participants or the City. This cost-effective, flexible,
multi-year contract will provide high quality service to all members including retirees. A greater
emphasis on wellness strategies is an important feature of the contract. Opt-out provisions would
allow the City to restructure funding strategies in the future, including self-funding. In addition, the
City’s ability to issue a subsequent request for proposals at any time is guaranteed. This negotiated
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medical insurance benefit for Fiscal Year 2014 has resulted in a good outcome for the City, our
employees, and retiree participants.

Pension Systems — The City participates in three pension systems: Public Safety Personnel
Retirement System of the State of Arizona (PSPRS) for police and fire commissioned staff, Tucson
Supplemental Retirement System (TSRS) for civilian (non-public safety) staff, and the Elected and
Officials Retirement Plan of Arizona. Pension contribution costs have risen nationwide due to
lower investment results; retiree payout rates; and the trend toward there being more retiree than
active employee participation, all of which in effect have lowered the pension systems’ valuations.
Rising annual system contribution costs are of great concern nationwide due to their significant
impact on governmental budgets. The Mayor and Council have received information on pension
issues for cities across the country in recent months, and have had the opportunity to discuss the
current and future status of the City’s pension systems.

On March 27% Mayor and Council adopted the TSRS Board of Trustees recommendation to
decrease our variable rate members’ contribution requirements. The new contribution requirement,
in conjunction with adjusting the amortization timeframe as also recommended by the Board, will
not negatively impact the funding level of the System.

Compensation Program — Effective July 1, 2012, a 1% cost of living adjustment (COLA) was
awarded to all City employees to be funded by vacancy management during Fiscal Year 2013. The
Fiscal Year 2014 Adopted Budget includes funding to pay the actual ongoing costs of this COLA.
In May 2012 during Fiscal Year 2013 budget discussions, Mayor and Council requested a review of
the City’s Compensation Program. Since the Fall of 2012, when a compensation program evaluation
project was undertaken by the Human Resources Department, updates and communication
regarding the project have been provided to the Mayor and Council as well as the labor council.

As a result of the evaluation project, a flat rate adjustment for all permanent City employees was
presented as a potential first step to address numerous compensation-related issues with the
recommendation to establish a functional and predictable compensation plan for all of our
employees. Following several Council discussions on compensation, Mayor and Council approved
specific City Manager recommendations for employee compensation increases for Fiscal Year 2014
on May 14t. However, certain stipulations were placed on the majority of the recommendations to
include a disparate impact study and updated information on the availability of funds to cover the
proposed compensation costs. The determination as to whether pay increases will go into effect
during the pay period in which January 1, 2014 falls will be made by Mayor and Council prior to
2013 calendar year end.

Since pay adjustments are usually permanent in nature, the stress on the General Fund will require
constant observability so as to make action plans for service delivery in concert with available
funding.

Long-Range Financial Forecast and Managed Competition

In light of our ongoing structural deficits, we must have an organization that has the flexibility to
make internal changes and realignments in order to make our organization as effective and efficient
as possible. Early in Fiscal Year 2014, we will turn our concentrated focus on current operations
and resources within the organization to determine how we can best do things differently and
explicitly accept that we must live within our fiscal means and acknowledge the “new normal”
condition of our revenues lagging behind our expenditure needs.
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Alternatives such as “managed competition” need to be taken into consideration. The practice of
implementing a competitive process to improve service quality and reduce costs was pioneered by
the City of Phoenix in the late 1970s. Given our service expectations, we as an organization must be
innovative, and we must have the flexibility to make changes when needed to improve efficiencies
and use our valued resources as wisely as possible.

Strategically Addressing Future Challenges and Opportunities: Beyond Fiscal Year 2014

Challenges With Planning Efforts Underway - As we begin the new fiscal year, it is important
that staff and Mayor and Council focus their planning efforts on fiscal challenges the City will most
likely face in the coming years. We must continue our work on strategies, prioritization, and
remedies for these challenges in order to mitigate their impact on the future of our city.

e Ongoing General Fund structural deficit as a result of recurring expenditures exceeding
recurring revenues.

e Ongoing and potential future fund balance deficits in the Tucson City Golf enterprise, self-
insurance fund, Highway User Revenue Fund, and ParkWise need to be remedied.

e Continued annual benefit cost increases for pension, workers’ compensation, and public liability
insurance and compensation adjustments, which would impact annual personnel budgets
including pension and overtime costs.

e Continued reliance on the State of Arizona’s provision of shared revenues (HURF; sales,
income, and auto lieu tax) to cities and towns makes us susceptible to legislative actions, which
may result in unforeseen impacts to City revenues or programs.

e TBventual expiration of federal hiring grants awarded for police officers that will leave the City
General Fund to pick up these costs and increasing public safety Deferred Retirement Option
Program (DROP) accrued vacation and sick leave payouts.

e Future investment in transit services, including the modern streetcar, must be based upon greater
predictability and a framework for the future that blends fare structure changes, service
reductions, comprehensive operational analysis changes, advertising revenues, and cost reduction
measures. All must be balanced with our community needs and a sustainable transit program.

e Ongoing operations and maintenance costs associated with the modern streetcar and Pima
County Wireless Integrated Network (PCWIN) projects.

e Regional economic impact of the ongoing federal budget sequestration (automatic spending
cuts).

e Establishment and funding of a self-sustaining program to address aging facilities, replace old
vehicles and equipment, and address other unmet capital needs.

e DPotential capital costs to convert Tucson City Golf courses to alternative uses, as necessary (e.g.,
park facilities), as well as provide for operating and maintenance needs.

e Building and maintaining adequate financial reserve levels.

Opportunities - There are also many opportunities that lie ahead for the City to strengthen its
financial position and address long-term concerns and issues:

e The City’s renewed focus on economic development, including investment in the streetcar and
in downtown development; and the creation of a strong incentive package which will help to
grow the local economy and improve City revenues over time.

e Annexation continues to be a high priority in order to grow the City’s economic base and
increase the amount of revenue available for public investment. It makes sense from an
economic and municipal service perspective.
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e Many of the City’s major transportation corridors are being improved through Regional
Transportation Authority funding.  ‘These transportation improvements, coupled with
appropriate Plan Tucson policy efforts, should incentivize revitalization of vacant and
underutilized properties along these routes that will contribute additional tax revenue to the City.

e Further development and utilization of the Five-Year Financial Model will improve decision-
making by planning for anticipated future changes in both revenues and expenditures and
providing the ability to accurately consider multiple budget scenarios. A strategic approach to
address long-term financial sustainability will facilitate responsible management and resoutce
allocation.

e The priorities delineated by the Mayor and Council members as a group in their Spring 2013
visioning process as well as the elements of the Plan Tucson effort set a strong policy
framework. They will also serve as a platform for elected officials to work together with staff in
their respective roles and oversight responsibilities for the betterment of our city.

Conclusion

The efforts of City staff throughout the organization are greatly appreciated in the construction of
this budget. Special thanks to the staff of the Budget and Internal Audit Office for theit
commitment and long hours dedicated to preparing this budget, as well as to the professional
integrity and leadership demonstrated by Chief Financial Officer Kelly Gottschalk. A special note
of thanks goes to our Budget and Internal Audit Program Director Marie Nemerguth who is retiting
this fall. Her years with the City of Tucson are benchmarked with many achievements as
demonstrated in the construction of this budget document. She surely will be missed.

The Mayor and Council have made many tough decisions related to the City budget in tecent yeats
which have worked toward improving our financial health. However, going forward we will
continue to focus on making responsible decisions in order to ensure our fiscal solvency and the
provision of valued community services.

Again, I want to recognize in appreciation all members of our organization who have committed
and dedicated themselves to public service during these difficult economic times. Their efforts did
not go unnoticed, and I am grateful for their dedication and endeavors.

I believe that the adopted budget is in clear alighment with the needs of the community and works
towards fiscal health in accordance with sound policies and priotities that you have directed to
maintain service delivery. I am proud to work in partnership with you, our employees, and the
citizens of Tucson as we continue to keep Tucson a great community.

Richard Miranda
City Manager
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BUDGET OVERVIEW

The Tucson City Charter requires that the City Manager submit a recommended budget for the following fiscal
yeat on or before the first Monday in May, or on such date in each year as shall be fixed by the Mayor and
Council. The Mayor and Council review the City Managetr’s recommended budget and are required by the State
of Arizona to adopt a balanced budget on or before the third Monday in August. For Fiscal Year 2014, the
recommended budget was submitted to the Mayor and Council on April 16, 2013. Mayor and Council adopted
the budget on May 21, 2013.

The Fiscal Year 2014 Adopted Budget totals $1.272 billion. Approximately 63% is from restricted funds that can
only be used for specific purposes: 22% from Enterprise Funds of $279 million and 41% from Other Restricted
Funds of $525 million. The remaining 37% or $468 million is from the General Fund, which the Mayor and
Council have discretion to program to meet the City's ptiority needs. The General Fund budget has increased by
$20.5 million, or over 4.4%, from Fiscal Year 2013.

Fiscal Year 2014
$1,271,886,620

The citywide budget decreased by $42 million from the Adopted Fiscal Year 2013 Budget of $1.314 billion. The
capital budget decreased by over $67 million, while the operating budget increased by $25 million. The decrease
in the capital budget is primarily due to the construction completion of the Modern Streetcar/SunLink and
several other transportation projects. The increase in the operating budget primarily is attributed to the increase
in personnel and benefit costs. See chart below.

Total Budget ($ millions)

Adopted Adopted
FY 2013 FY 2014 Percentage
Budget Budget Change Change
General Fund $ 4474 $ 4679 $ 20.5 5%
Enterprise Funds 304.7 278.9 (25.8) (8%)
Other Restricted Funds 562.2 525.0 (37.2)  (14%)

Total $ 1,3143 § 1,271.8 § (42.5)

Operating $ 1,021.0 1,045.9 24.9 2%
Capital 293.3 225.9 (67.4)  (23%)
Total § 13143 § 12718 § (42.5)
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This Budget Overview is organized into four sections which focus on the changes from the Adopted Fiscal Year
2013 Budget to the Adopted Fiscal Year 2014 Budget:

e Where the Money Comes From — Revenue Sources
e Where the Money Goes — Expenditures and Staffing
e  (Citizen Impacts

e Budget Development Process

For more detailed information on changes, see Funding Sources in Section C and Department Budgets in Section

D.

WHERE THE MONEY COMES FROM

There are three major revenue groups in the city budget: 1) General Fund, 2) Enterprise Funds, which are
restricted, and 3) Other Restricted Funds. This section of the overview will first discuss General Fund revenues,
followed by a discussion of Restricted Funds revenues. See chart below which illustrates the funding sources for
citywide revenues.

Fiscal Year 2014
Citywide Revenues
$1.272 billion
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General Fund Revenues

Revenue for the Fiscal Year 2014 General Fund adopted budget comes from both city-generated and state-
shared sources. Revenues totaling $467.9 million are included: $452.6 million of which is recurring; $15.3 million
is non-recurring. This is $20.5 million more, or 4.5%, than the Fiscal Year 2013 Adopted Budget and $16.4
million more than the projected Fiscal Year 2013 revenues. Local sales tax revenues of $189.0 million, which
comprise 40% of the General Fund revenues, have been estimated at a 2.3% growth over projected Fiscal Year
2013 collections. Recent State legislative actions will decrease commercial lease sales tax collections which
impacts the growth in this revenue source. The City's primaty property tax will provide funding for less than 3%
of the General Fund budget.

State-shared taxes (sales, income, and auto lieu) make up 26% of the adopted General Fund revenues. Increases
in state income tax collections will result in Tucson’s share being $4.6 million higher than the estimated revenues
for Fiscal Year 2013. The 28% in Other City Revenues shown in the chart below consists of other local taxes
and fees, fines and forfeitures, charges for city services, and contributions.

Debt restructuring in the amount of $13.2 million has been programmed in order to balance the budget;
restructuring has been included as “one-time” revenue which offsets the debt principal repayment expenditure.
Debt restructuring will only be pursued in the spring of 2014 if other potential revenues (e.g., delinquent sales tax
collections) or expenditure savings do not materialize during the fiscal year and close the gap.

Fiscal Year 2014
General Fund Revenues
$467.9 million
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Restricted Funds — Revenues

Restricted funds account for 63% of the total Fiscal Year 2014 Budget. These funds are considered restricted
because their use is limited to specific purposes. Restricted fund revenues are generated from the following
federal, state, and local sources:

@
@
©)

)

grants, shared revenues, and contributions from other state and local governments
self-supporting enterprise funds (environmental services, golf, and water)

city revenues that are collected for a specific purpose, such as certificates of participation and other debt
financing, and reserves set aside for a particular requirement

internal service and fiduciary funds

The largest component of restricted revenue is from the public utility charges for service while federal grants
comprise the second largest component. See following chart and additional information which is available in
Section C.

Fiscal Year 2014
Restricted Funds — Revenues
$803.9 million




WHERE THE MONEY GOES

The City budget funds a broad range of services. Environmental Services, Tucson Water, and Tucson City Golf are
predominately self-supporting through their fees for services and are included in the Enterprise group, which makes
up 22% of the Fiscal Year 2014 Adopted Budget. The following two graphs illustrate the specific areas in which
citywide and General Fund expenditures are budgeted. Detailed information on individual department budgets can be
found in Section D.

Fiscal Year 2014
Expenditures
$1.272 billion

Parks and Recreation 3%

Othert
4%
Enterprise’

! Tucson Water, 17%, Environmental Services, 4%, and Tucson City Golf, 1%

2 Mayor and Council, City Clerk, City Manager’s Office, City Attorney, City Court, Equal Opportunity
Programs and Independent Police Review, Public Defender, Planning and Development Services and
Tucson Convention Center

* Budget and Internal Audit, Finance, Human Resources, Information Technology, and Procurement



Fiscal Year 2014
General Fund Expenditures
$467.9 million

! Mayor and Council, City Clerk, City Manager's Office, City Attorney, Equal Opportunity Programs and
Independent Police Review, General Services, Housing and Community Development, Public Defender,
Planning and Development Services, and Transportation.

2 Budget and Internal Audit, Finance, General Services, Human Resources, Information Technology, and
Procurement.

Staffing

The number of City employees in the adopted budget for Fiscal Year 2014 totals 4,917.55; a decrease of 20.2 full-
time equivalent (FTE) positions from Fiscal Year 2013. An FTE is equal to a 40-hour work week or 2,080 hours
per year.

The citywide FTE comparison chart below illustrates how staffing over the past decade peaked in Fiscal Year
2006 at 6,042. The adopted Fiscal Year 2014 staffing of 4,918 is even lower than the City’s authorized staffing
level back in Fiscal Year 1995, and is 1,110 less than it was as recently as Fiscal Year 2009. For more detail on
authorized position resources, see the individual departments in Section D.



A four-year City staffing comparison chart is included in Section I as well as a breakdown between permanent
and non-permanent positions for Fiscal Year 2014. One potential measure of municipal efficiency, and the value
that residents are getting for their taxes, is the staffing ratio per 1,000 population. A chatt is also included in
Section F which illustrates that the number of City employees per 1,000 population has gradually declined in the
past 10 years from a peak of 11.2 in Fiscal Year 2006 to 9.6 in Fiscal Years 2012 through 2014.

CITIZEN IMPACTS

City Property Taxes. The City’s property tax rates will increase in Fiscal Year 2014. The City imposes two taxes
on property within the city limits. The primary property tax, which is applied to the limited value assessed by the
Pima County Assessor, is used for general purposes; and the secondary property tax, which is applied to the full
cash value assessed by the Pima County Assessor, is used to pay off general obligation bond debt.

The combined property tax rate for the Fiscal Year 2014 Adopted Budget is $1.4304 per $100 of assessed
valuation, which is an increase of $0.1665. As allowed by state law, the City will increase the primary property tax
levy by the actual cost of involuntary torts or claims that were paid in Fiscal Year 2012. The involuntary tort levy
amount is $3,213,750, which increases the estimated primary tax rate by $0.1032 per $100 of assessed valuation.
The involuntary tort revenue will be a reimbursement to the City’s Self Insurance Fund and will help toward
eliminating the deficit in that fund. The increase to the secondary tax rate is needed to repay the general obligation
bond principal and interest obligations. This $0.1665 increase in the combined rate would mean an increase of
$16.65 annually for an owner of a home with a $100,000 actual valuation.

City of Tucson

Property Tax Comparisons

Actual Adopted
FY 2013 FY 2014 Change
Rate Changes
Primary $ 0.4125 $ 0.5245 § 0.1120
Secondary 0.8514 0.9059 0.0545
Total § 1.2639 § 1.4304 § 0.1665




Charges for Services. Not all charges for services directly impact the general public; e.g., court fines and
development fee increases. The charges for services that generally affect the majority of Tucson residents are the
refuse collection and disposal service fees and water system cost of service/usage rates. Specific water rate
increases were approved by Mayor and Council on May 21, 2013, and specific refuse collection fees were
approved on June 18, 2013.

Service Levels. The economic recession caused the City to reduce staffing and reduce or eliminate certain
services. Staffing had fallen to the Fiscal Year 1995 level through attrition and the elimination of vacant
positions. However, our primary goal is the maintenance of service delivery to our residents. This will be
accomplished by making internal changes and realignments to make our organization as effective and efficient as
possible. A focus will be made on training and employee development and staffing front-line customer service
and revenue generating functions to ensure that critical services are delivered.

BUDGET DEVELOPMENT PROCESS

The budgetary process is governed by both state and City legal requirements and provides an opportunity for
citizen comment.

On April 16, 2013 the city manager submitted the Fiscal Year 2014 Recommended Budget and the Proposed
Five-Year Capital Improvement Program for Fiscal Years 2014-2018. The submission was in compliance with
the Tucson City Charter which requires that the city manager prepare a written estimate of the funds required to
conduct the business and affairs of the city for the next fiscal year.

A public hearing for the Fiscal Year 2014 Recommended Budget was held on May 7, 2013 to provide the public
with an opportunity to comment. On May 7th, time was set aside at the Mayor and Council study session for
review of the recommended budget; and the budget was tentatively adopted at the regular Mayor and Council
meeting on May 7th. The tentative budget adoption was in compliance with the City Charter by which the city
manager is required to submit to Mayor and Council an estimate of the probable expenditures for the coming
fiscal year.

On May 21st, the City of Tucson held a public hearing on the budget as tentatively adopted followed by a special
meeting for final budget adoption. Adoption of the property tax levies was held on June 11th in accordance with
state law.

The budget calendar for Fiscal Year 2014 can be found on page iii.
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FINANCIAL POLICIES and PRACTICES

The City of Tucson’s goal is to provide the highest quality services to the community in the most cost-
effective manner. The City’s strategy to achieve these results is through goals to improve Tucson in a
coordinated manner and to make fiscally responsible decisions that will ultimately strengthen the city.

The development of the City of Tucson’s budget is designed to reflect the needs and desires of the
community. Throughout the year, the Mayor and Council and staff obtain input from the community through
citizen commissions, neighborhood dialog meetings, and budget townhalls. The city council provides input to
the City Manager for the preparation of the Recommended Budget, which is reviewed with the Mayor and
Council in the spring of each year. The purpose of the Recommended Budget is to enable the community and
the city council to comment on a balanced budget before tentative adoption.

In addition to legal requirements set by State law and the City Charter, the Mayor and Council adopted
Comprehensive Financial Policies in December 2012 as recommended by the Government Finance Officers
Association (GFOA). These policies establish guidelines for the City’s overall fiscal planning and
management. These principles are intended to foster and support the continued financial strength and
stability of the City as reflected in its financial goals. Following these principles will enhance the City’s
tinancial health as well as its image and credibility with its citizens, the public in general, bond rating agencies
and investors. It will also protect the Council’s policy-making ability by ensuring that important policy
decisions are not controlled by financial problems or emergencies.

The Comprehensive Financial Policies are available in their entirety on the City Finance Department’s website
at http://www.tucsonaz.gov/ finance

Balanced Budget

The city shall adopt a balanced budget so that expenditures approved for City purposes will not exceed the
estimate of income expected from all sources, including available balances from prior years. This policy
applies to expenditures and revenues within each fund such that each fund is individually balanced.
Furthermore, one-time funding sources should only be used for one-time expenditures to avoid a future
imbalance that would be caused by funding recurring expenditures with one-time revenues or balances from
ptior yeats.

Per the adopted Policies, the City of Tucson should always adopt a legally balanced budget and should strive
to adopt a structurally balanced budget while considering the long-term impact on the City’s financial health.
In difficult budget times, the City should strive first to maintain balanced operating budgets and then to
achieve a structurally balanced budget as quickly as possible.

Operating Management Policies

" Department directors are expected to manage their areas with the overall financial health of the City in
mind and to look for effective and efficient ways to deliver quality services to our citizens while
meeting the goals of the city council.

= All personnel requests must be fully justified to show that they will either meet new program purposes
or maintain or enhance service delivery.

* Revenue projections will be based on historical trends by developing base lines for ongoing types of
revenues. Consetvative but realistic revenue projections will be prepared to assess the limits of budget
appropriation.

= User fees and charges, which are approved by the city council, will be periodically analyzed and updated
to ensure sufficient cost recovery.

* Development fees will be reviewed each year and adjusted if necessary.
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FINANCIAL POLICIES and PRACTICES

® Hach department will create performance measurements to make sure the goals and objectives of the
department are obtained in an efficient and effective manner.

= Investments of cash funds will be maintained in accordance with the City Charter and State Statutes.

® The City will pursue outstanding collections through revenue collectors and perform audits on
businesses to ensure compliance with the City Tax Code.

Capital Management Policy

The purpose of the Capital Improvement Program (CIP) is to systematically plan, schedule, and finance
capital projects to ensure cost-effectiveness as well as conformance to established policies.

* The City will develop, maintain and revise when necessary a continuing CIP.

® The CIP must include a list of proposed capital improvements with cost estimates, funding sources,
time schedules for each improvement and estimated operating and maintenance costs.

" The CIP will cover a five-year planning horizon, identifying infrastructure and facility projects along
with the funding sources available for projected expenditures.

Revenue Diversification

The City cannot meet the growing demand for services without diversifying its revenue base. Although the
State places certain restrictions on raising revenues, restrictions due to the City Charter can be lifted if
approved by the voters. The City must continue in its efforts to expand revenues such as fees for services,
and to remove limitations set by the City Charter where feasible.

General Accounting Policies

= The City complies with Generally Accepted Accounting Principles (GAAP) and Governmental
Accounting Standards Board (GASB) statements in accounting for and presenting financial
information.

® The modified accrual basis of accounting is used for all governmental fund types, while other fund
types including enterprise funds comply with the full accrual basis of accounting,.

® An annual audit is performed by an independent public accounting firm. The audit opinion is included
in the city’s Comprehensive Annual Financial Report (CAFR).

® The City’s CAFR will be submitted to the Government Finance Officers Association (GFOA)
Certification of Achievement for Excellence in Financial Reporting Program.

® Financial systems will be maintained to monitor revenues and expenditures.

Budgetary Policies

The basis of budgeting is best described as a modified cash basis, because funds are budgeted in the year
expended. As a result, revenues that may be received in a prior year are budgeted in the year that they will be
expended. A good example is bond funds, which are sold and received in the fiscal year prior to the fiscal year
that they are budgeted and expended.

® The budget will be prepared using the best practices and procedures set out by the GFOA and the
GASB.

® The budget will be prepared in accordance with the policies and priorities of the Mayor and Council,
including the City’s Comprehensive Financial Policies and approved strategic plan.

® The budget will reflect the needs being met, services provided, resources used, and sources of funds.

= Annually, the Mayor and Council is to adopt a balanced budget on or before the third Monday in June
preceding the beginning of the fiscal year, which sets out that yeat’s revenues and appropriations for
each program and item of expenditures.

® The City will adopt a balanced budget without using non-recurring funding sources to defray recurring
expenditures.
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FINANCIAL POLICIES and PRACTICES

= Consistent with the annual budget process, a five-year capital improvement program will be approved.

® The adopted annual budget is the basis for the implementation, control, and management of that yeat’s
programs and use of funds.

= The City’s budget will be submitted to the GFOA Distinguished Budget Presentation Program.

Fund Balance Policy

An important component of good fiscal practice for any organization is to have a policy on the amount of
reserves to be maintained, the purposes for which their use is allowed, and the manner in which reserves are
restored after use. Fund balance is an important indicator of the City’s financial position.

Fund Balance is comprised of Non-spendable, Restricted, Committed, Assigned, or Unassigned components.
This policy refers to unrestricted fund balance which would include the latter three fund balance components:
Committed, Assigned, or Unassigned.

The City of Tucson’s General Fund unrestricted fund balances will be maintained to provide the City with
sufficient working capital and a comfortable margin of safety to address emergencies and unexpected declines
in revenue without borrowing. This is needed to maintain the City’s creditworthiness and to adequately
provide for economic and legislative uncertainties, cash flow needs and contingencies.

Committed Fund Balance

= Mayor and Council action is required to “commit” and “uncommit” funds for a specific purpose.

" The City will maintain a stabilization fund or “rainy day fund” as a committed fund balance in the
General Fund of ten percent (10%) of General Fund revenues. The City is currently not in conformity
with this goal but will strive to achieve it within five years.

® The stabilization fund may only be used if specific action is taken by Mayor and Council after the
unassigned/contingency fund balance is depleted. The stabilization fund will be funded from balances
that have remained unspent in assigned fund balance after one fiscal year.

® In the event the stabilization fund must be used to provide for temporary funding, the City must
restore it to the ten percent level over a period not to exceed five fiscal years following the fiscal year in
which the event occurred. If the depletion of the stabilization fund was a result of an ongoing
economic downturn, the City’s goal is to restore the fund balance within five years of revenue
stabilization.

Assigned Fund Balance

* The Chief Financial Officer/Finance Director will approve any designation to “assigned” fund balance
as deemed appropriate for potential future needs. Typically, the year-end assigned fund balance
represents those fund balance monies budgeted for use in the following fiscal year or for known
expenditures in the future.

» If fund balance is assigned, Mayor and Council will be informed within 180 days after the June 30
fiscal year-end.

Unassigned Fund Balance
= A target of a minimum of seven percent (7%) of General Fund revenues will be
“unassigned/contingency”, with the intention to provide additional stability to the General Fund

recognizing the cyclical nature of the economy and the volatility of the major revenue sources of the

City.
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FINANCIAL POLICIES and PRACTICES

® Funds in excess of the seven percent target will be retained in the unassigned General Fund balance,
and may be considered to supplement “pay as you go” capital outlay expenditures, or may be used to
prepay existing City debt.

® These funds may not be used to establish or support costs that are recurring in nature.

Investment Policy

The Tucson City Charter and State Statutes authorize the City to invest in obligations of the U.S.
government, its agencies and instrumentalities, money market funds consisting of the above, repurchase
agreements, bank certificates of deposit, commercial paper rated A-1/P-1, corporate bonds and notes rated
AAA or AA, and the State of Arizona Local Government Investment Pool. Investment maturities shall be
scheduled to enable the City to meet all operating requirements which might be reasonably anticipated.
Surplus and idle money related to the day-to-day operation of the City may be invested in authorized
investments with a final maturity not exceeding five years from the date of investment.

Comparison to the Basis of Accounting for the Comprehensive Annual Financial Report (CAFR)

® The structure of City funds is generally the same in the budget and the CAFR. However, because the
CAFR uses cither a modified accrual or full accrual basis of accounting, there are differences in how
revenues and expenses are treated in specific areas.

" Where the General Fund contributes to a special revenue fund, those special revenue funds do not
carry an unreserved fund balance because only the amount of General Fund required to cover
expenses and obligations are transferred. This treatment is essentially the same in both the budget and
the CAFR.

® The budget matches revenues to expenditutres in the year expensed for funds other than the General
Fund. This may result in differences with the CAFR where a revenue may be received prior to the start
of the fiscal year, such as is the case with bond funds and other financing, while the CAFR would
report the proceeds in the year received.

* The budget does not record expenditures such as depreciation that are accrued under Generally
Accepted Accounting Principles.
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DEBT MANAGEMENT POLICY

This policy is a component of the adopted Comprehensive Financial Policies. It has been developed to
provide guidelines for the issuance of bonds and other forms of indebtedness to finance necessary land
acquisitions, capital construction, equipment, and other items for the City and post-closing follow-up with
respect to such financings.

The debt policy is to be used in conjunction with the Adopted Budget, the Capital Improvement Program
(CIP) and other financial policies as directed by Mayor and Council. It will assist the City in determining
appropriate uses of debt financing, establish debt management goals, provide guidelines that will result in the
lowest cost of borrowing for each transaction and assist the City in maintaining its current credit ratings,
while assuming a prudent level of financial risk and preserving the City’s flexibility to finance future capital
programs and requirements.

The City of Tucson uses a variety of financing mechanisms to meet the long-term capital needs of the
community. In determining an appropriate indebtedness program for the City, consideration is given to the
following:

= Operating and maintenance costs associated with the Capital Improvement Program
= Federal and state laws and regulations, Tucson City Charter, and the Tucson Code

= Current outstanding debt requirements

= Source of debt repayment consistent with the capital project being financed

= Life of the capital project is equal to or greater than the term of the financing

= Proposed debt will not cause extraordinary tax or fee increases

= Proposed debt will not result in limiting the City’s ability for future indebtedness

In all cases, the City aggressively manages the debt program, with the assistance of a financial advisor and
bond counsel. Restructuring, refinancing, and advance bond refunding are used to limit the City’s debt service
costs and to provide maximum future borrowing flexibility. The City’s debt program includes the following
financing mechanisms.

General Obligation Bonds

Bond proceeds are used to finance capital projects for police, fire, parks and recreation, drainage, and other
purposes. State law limits the amount of general obligation bonds that may be outstanding to 20% of assessed
valuation for utility, open space, public safety, and transportation purposes and 6% of assessed valuation for
all other purposes.

General obligation (GO) bonds are backed by the full-faith and credit of the City and are secured by
secondary property tax. The Tucson City Charter currently sets an upper primary and secondary property tax
limit of $1.75 per $100 of assessed valuation as a condition upon the City’s continuing ability to impose and
collect transaction privilege taxes. Therefore, state laws notwithstanding, the City will not levy a combined
primary and secondary property tax that exceeds $1.75. The City generally issues general obligation bonds
with 20 - 30 year maturities.

Street and Highway Revenue Bonds

Bond proceeds are used to finance street improvement projects as defined by state law. State law limits the
amount of bonds that can be sold. Prior fiscal year highway user revenue receipts, which are used to pay the
bonds, must be equal to at least twice the highest annual debt service requirements for senior lien bonds and
at least one and one-half times for junior lien bonds. Street and highway revenue bonds generally have a 20
year maturity.
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DEBT MANAGEMENT POLICY

Water Revenue Bonds and Obligations

Bond proceeds are used to finance capital improvements to the water system. By bond covenant, the City is
limited to issuing bonds only if net revenues after operations are equal to at least 120% of the maximum
future annual debt service requirement. To maintain a high credit rating and thus decrease borrowing costs,
the City maintains 150% - 200% debt service coverage. Water revenue bonds and obligations are generally
issued with 20 - 30 year maturities.

Special Assessment Bonds

Bond proceeds are used to finance improvement district projects. These bonds are payable by tax
assessments against the benefiting property owners over a ten-year period.

Water Infrastructure Finance Authority (WIFA) Loans

In 1997, Arizona State Legislation increased the powers of the Wastewater Management Authority created in
1989 and permitted additional types of borrowers to access funds through the establishment of the WIFA. A
part of this legislation provides WIFA the power to issue bonds to provide low interest rate loans to local
governments related to the Clean Water Act. WIFA’s funding source includes both Federal and State sources.
In order to participate in the WIFA loan program, local governments must have existing bond authorization
equal to the loan amount.

Clean Renewable Energy Bonds (CREBs)

In July, 2005, Congtress passed the Energy Tax Incentives Act of 2005 (the “Act”). Among a number of other
tax incentives, the Act permits state and local governments, cooperative electric companies, clean renewable
energy bond lenders and Indian tribal governments to issue CREBs to finance certain renewable energy and
clean coal facilities.

CREBs are a new form of tax credit bond in which interest on the bonds is paid in the form of federal tax
credits by the United States government in lieu of interest paid by the issuer. CREBs, therefore, provide
qualified issuers/qualified borrowers with the ability to borrow at a 0% interest rate. The federal tax benefit to
the holder of a CREB is greater than the benefit derived from tax-exempt municipal bonds in that the tax
credit derived from a CREB can be used to offset on a dollar-for-dollar basis.

The City began issuing CREBs in Fiscal Year 2009 and will continue to use this financing mechanism to fund
the purchase and installation of solar panels for use on city buildings. The bond principal is being repaid from
the electricity savings and rebates from Tucson Electric Power.

Non-Bond Debt: Lease Purchases, Certificates of Participation, and Installment Contract Debt

These financing mechanisms are used when the projects involved are unsuitable for traditional bonding or a
determination is made that alternative financing has advantages over bonding. The debt requirements for
these financing mechanisms are payable from the City’s recurring revenues and are subject to annual
appropriation by the Mayor and Council. To minimize borrowing costs, the City generally purchases
financing insurance and pledges collateral towards the debt repayment. Maturities for these debts range from
1 - 20 years, depending upon the nature of the project being financed.
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DEBT MANAGEMENT POLICY

SUMMARY OF OUTSTANDING INDEBTEDNESS
As of July 1, 2012

Issue Type Principal Outstanding % of Total

Governmental Activities:

General Obligation Bonds $ 209,071,010 18.92%
Highway Revenue Bonds 110,280,000 9.98%
Certificates of Participation 238,376,000 21.58%
Special Assessment Debt 2,469,000 0.22%
Clean Renewable Energy Bonds 16,458,000 1.49%
Capital Leases 1,660,877 0.15%

578,314,887 52.34%

Business-type Activities:

Water System Revenue Bonds 511,581,211 46.30%
Certificates of Participation 14,429,000 1.31%
Capital Leases 517,185 0.05%

526,527,396 47.66%
Total Indebtedness $ 1,104,842,283 100.00%

Bond Sales Forecast

2005 Bond Authorization Sales. 1n May 2005, the voters approved $142,000,000 of water revenue bonds
for a five-year program of capital improvements to the water system. As of July 1, 2013, the City had sold the
full $142,000,000 of that authorization. A new water bond authorization sale is not planned for Fiscal Year
2014. The Tucson Water Utility will instead issue water system revenue obligation bonds in the amount of
$42,536,000 for the acquisition and construction of water system improvements.

2013 Bond Authorization Sales. In November, 2012, the voters approved $100,000,000 of General
Obligation bonds for a five-year program to improve the condition of City streets. Bond funds will be used to
restore, repair, and resurface streets inside Tucson City limits. No change can be made to this purpose for the
bond funds without going back to voters for approval.

Repayment Impact of Bond Sales

General Obligation Bond Debt Service. General obligation bond debt is paid off from the secondary
property tax rate, which is determined each year by the levy required to meet the annual debt service divided
by the City’s projected secondary assessed valuation. For Fiscal Year 2014, the required levy to cover
outstanding bonds is estimated at $28,547,940, a decrease of $206,360 from the levy for Fiscal Year 2013. The
Fiscal Year 2014 secondary property rate is estimated at $0.9059 per $100 of assessed valuation, an increase of
$0.0545 from the Fiscal Year 2013 actual rate of $0.8514. The actual rate for Fiscal Year 2014 may be higher
or lower depending on the final secondary assessed valuation set by Pima County later this summer.

Street and Highway Revenue Bond Debt Service. Street and highway revenue bonds are repaid from
state-shared Highway User Revenue Fund receipts. Repayment from this source in Fiscal Year 2014 will be

$17,588,650.

Enterprise Funds Debt Service. Enterprise Fund revenue bonds and other long-term obligations are
payable solely from fees, charges for services, or rents paid by users of the service provided.
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DEBT SERVICE BY SOURCE OF FUNDS
PRINCIPAL AND INTEREST

FY 2013 FY 2014
General Government Funds'
General Fund $ 22,037,050 24,360,720
ParkWise Fund 1,432,700 1,392,650
Highway User Revenue Fund 170,750 -0-
General Obligation Bond Debt Fund 28,056,290 28,272,500
Street and Highway Revenue Bond Debt Fund 17,486,050 17,588,650
Special Assessments Fund 578,550 521,610
Total General Government Funds 69,761,390 72,136,130
Internal Service Funds®
Facilities Management Internal Service Fund 2,580 -0-
General Service Fund 1,890,320 1,860,700
Total Internal Service Funds 1,892,900 1,860,700
Enterprise Funds®
Environmental Services Fund 1,247,670 617,410
Tucson Water Utility Fund 46,688,970 46,985,640
Total Enterprise Funds 47,936,640 47,603,050
Grand Total $ 119,590,930 121,599,880

1 . .
General Government Funds debt service payments are budgeted in Non-Departmental, except

for ParkWise where its debt service payments are budgeted within its respective department.

2 . . . . . .
Internal Service and Enterprise Funds debt service payments are budgeted in their respective

departments.
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LEGAL REQUIREMENTS

The City’s budget is subject to requirements set by the State of Arizona's Constitution and statutes, and the
Tucson City Charter.

LEGAL REQUIREMENTS IMPOSED BY THE STATE

Tucson, like all cities in the State of Arizona, is subject to numerous budgetary and related legal requitements.
Article IX, Section 20(1) of the Atizona Constitution sets out limits on the City's legal budget capacity. In
general, the Mayor and Council cannot authorize expenditures of local revenues in excess of the expenditure
limitation determined annually by the State of Arizona's Economic Estimates Commission (EEC). This
limitation is based on the City's actual expenditures incurred during Fiscal Year 1980, adjusted to reflect
subsequent inflation and population growth. Not subject to this limit are items such as bond proceeds, related
debt service, interest earnings, certain highway user revenue funds, federal funds, monies received pursuant to
intergovernmental agreements, and state grants which are to be used for specific purposes. Each year the
EEC recalculates expenditure limitations for population growth and inflation, using the federal Gross
Domestic Product (GDP) index to account for inflationary increases.

The City’s limitation amount for Fiscal Year 2014 includes two voter-approved increases to the expenditure
base. In November 1981, the voters passed an $800,000 increase and in November 1987, the voters approved
a $46.9 million permanent increase to the base limitation.

Property Tax Levy Limitation

The Arizona Constitution and Arizona Revised Statutes (ARS) specify a property tax levy limitation system.
This system consists of two levies, a limited levy known as the primary property tax levy and an unlimited levy
referred to as the secondary property tax levy. The primary levy may be imposed for all purposes, while the
secondary levy may be used only to retire the principal and interest or redemption charges on general
obligation bonded indebtedness.

Primary Property Tax Leyy: There is a strict limitation on how much the City can levy as a primary property tax.
The primaty property tax levy is limited to an increase of 2% over the previous yeat's maximum allowable
primary levy, plus an increased dollar amount due to a net gain in property not taxed the previous year (ARS
§42-17051). Even if the City does not adopt the maximum allowable levy from year to year, the 2% allowable
increase will be based on the prior year's "maximum allowable levy.” The "net new property” factor is
included in the calculation to take into account all new construction and any additional property added to a
community due to annexations. The 2% increase applies to all taxable property.

The Arizona State law allows cities and towns to include tort claim reimbursements in the primary tax levy.
The property tax revenue represents a reimbursement to the City’s Self-Insurance Fund for the actual cost of
liability claim judgments paid during the prior fiscal year. The City of Tucson includes this reimbursement in
its primary property tax levy.

Secondary Property Tax Levy: The secondary property tax allows the City to levy a property tax for the purpose
of retiring the principal and paying interest on general obligation bonds. This levy is referred to as the
"unlimited" levy because this property tax may be levied in an amount to make necessary interest payments
on, and for the retirement of, general obligation bonds issued by the City.

Not only is the dollar amount of the secondary propetty tax levy "unlimited," the actual full cash value of

property that is used in determining the tax rate can be adjusted by changes in market value without a cap
(Article IX, Section 18 and 19, Arizona Constitution). Unlike the primary tax system, which uses a controlled
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LEGAL REQUIREMENTS

assessment system to determine the tax rate, state laws allow the City to levy the amount of secondary
property tax necessary to pay off its general obligation bonds.

Budget Adoption

State law (ARS §42-17101) requires that on or before the third Monday in July of each fiscal year, the Mayor
and Council must adopt a tentative budget. Once this tentative budget has been adopted, the expenditures
may not be increased upon final adoption. In effect, with the adoption of the tentative budget, the council has
set its maximum "limits" for expenditure, but these limits may be reduced upon final adoption.

Once the tentative budget has been adopted, it must be published once a week for at least two consecutive
weeks. The tentative budget must be fully itemized in accordance with forms supplied by the auditor general
and included in the council meeting minutes.

State law (ARS §42-17104, §42-17105) specities that the city or town council must adopt the final budget for
the fiscal year by roll call vote at a special meeting called for that purpose. The adopted budget then becomes
the amount proposed for expenditure in the upcoming fiscal year and shall not exceed the total amount
proposed for expenditure in the published estimates (ARS §42-17106). Once adopted, no expenditures shall
be made for a purpose not included in the budget, and no expenditures shall be made in excess of the
amounts specified for each purpose in the budget, except as provided by law. This restriction applies whether
or not the city has at any time received, or has on hand, funds or revenue in excess of those required to meet
expenditures incurred under the budget. Federal and bond funds are not subject to this requirement.

Adoption of Tax Levy

State law (ARS §42-17107) governing truth in taxation notice and hearing requires that on or before February
10, the county assessor shall transmit to the city an estimate of the total net assessed valuation of the city,
including an estimate of new property that has been added to the tax roll since the previous levy of property
taxes in the city. If the proposed primary property tax levy, excluding amounts that are attributable to new
construction, is greater than the amount levied by the city in the preceding year, the governing body shall
publish a notice of tax increase. The truth in taxation hearing must be held prior to the adoption of the

property tax levy.

The tax levy for the city must be adopted on or before the third Monday in August (ARS §42-17151). The tax
levy must be specified in an ordinance adopted by the Mayor and Council. The levy is for both the primary
and secondary tax.

Budget Revisions

ARS §42-17106 requires that no expenditures be made for a purpose not included in the adopted budget in
any fiscal year in excess of the amount specified for each purpose in the budget. The City of Tucson in its
annual Budget Adoption Resolution defines “purpose” as a series of departments and offices organized into
the following seven program categories:

1) Elected and Officials

2) Public Safety and Justice Services

3) Community Enrichment and Development
4) Public Utilities

5) Support Services

6) Non-Departmental

7) Fiduciary Funds
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The departments within a given program category are held accountable for their budget. Each department and
the Office of Budget and Internal Audit continuously monitor expenditures. Expenditures will be controlled by
an annual budget at the purpose level. The City Council shall establish appropriations through the budget
process. The Council or City Manager may transfer these appropriations as necessary through the budget
amendment process. ARS §42-17106 permits the Mayor and Council, on the affirmation of a majority of the
members at a duly noticed public meeting, to authorize the transfer of funds between program categories if
the funds are available so long as the transfer does not violate the state set spending limitations.

Department directors are required to control expenditures to prevent exceeding their departmental
expenditure budget. If budget changes are needed within a department budget, city departments prepare
budget change requests that identify the areas to be increased and decreased. The Budget Office approves
these budget change requests; under special circumstances the City Manager or his designee also approves the
change requests. If there are major policy or program implications associated with a change, the City Manager
may submit it to the Mayor and Council for approval. Once approved, the revised appropriation is entered
into the City’s financial management system.

LEGAL REQUIREMENTS IMPOSED BY THE CITY CHARTER

Legal requirements of the Tucson City Charter related to limiting property taxes and scheduling of budget
adoption are more restrictive than state law.

Property Tax Levy Limitation

Chapter IV, Section 2 of the Tucson Charter sets an upper property tax limit of $1.75 per §100 assessed value.
Therefore, state laws notwithstanding, the City cannot levy a combined primary and secondary property tax
that exceeds $1.75.

Fiscal Year

The fiscal year of the City begins the first day of July of each year. (Tucson City Charter, Chapter XIII,
Section 1)

Submission of the Recommended Budget

The City Charter requires that the City Manager prepare a written estimate of the funds required to conduct
the business and affairs of the City for the next fiscal year. This estimate, which is the recommended budget,
is due on or before the first Monday in May of each year, or on such date in each year as shall be fixed by the
Mayor and Council. (Tucson City Charter, Chapter XIII, Section 3)

Budget Approval

On or before the first Monday in June of each year, or on such date in each year as shall be fixed by the
Mayor and Council, the City Manager is required to submit to the Mayor and Council an estimate of the
probable expenditures for the coming fiscal year, stating the amount in detail required to meet all expenditures
necessary for city purposes, including interest and sinking funds, and outstanding indebtedness. Also required
is an estimate of the amount of income expected from all sources and the probable amount required to be
raised by taxation to cover expenditures, interest, and sinking funds. (Tucson City Charter, Chapter XIII,
Section 4)



LEGAL REQUIREMENTS

Budget Publication and Hearings

The budget has to be prepared in detail sufficient to show the aggregate sum and the specific items allowed
for each and every purpose. The budget and a notice that the Mayor and Council will meet for the purpose of
making tax levies must be published in the official newspaper of the city once a week for at least two
consecutive weeks following the tentative adoption of such budget. (Tucson City Charter, Chapter XIII,
Section 5)

Adoption of the Budget and Tax Levy

Under Chapter XIII, Section 13 of the City Charter, any unexpended funds held at the conclusion of the fiscal
year, other than funds needed to pay bond indebtedness, are no longer available for expenditure and must be
credited against amounts to be raised by taxation in the succeeding fiscal year.

If a budget is adopted after the beginning of the fiscal year, Chapter XIII, Section 13 may bar the expenditure
of any money until a budget is in place. The implications of Chapter XIII, Section 13 are two-fold. First, any
non-bond related expenditure authority terminates on June 30. Second, since the clear implication of this
section is that an adopted budget is necessary to provide expenditure authority, if a budget is not in place on
July 1 the City cannot expend funds. To avoid any possible implications of not having a budget in place
before the beginning of the fiscal year, it is advised that the Mayor and Council adopt a final budget on or
before June 30.

The Mayor and Council are required to hold a public hearing at least one week prior to the day on which tax
levies are made, so that taxpayers may be heard in favor of or against any proposed tax levy. After the hearing
has been concluded, the Mayor and Council adopt the budget as finally determined upon. All taxes are to be
levied or voted upon in specific sums and cannot exceed the sum specified in the published estimate. (Tucson
City Charter, Chapter XIII, Section 6, and Ordinance Number 1142, effective 6-23-48)

City Ordinance Setting the Property Tax Rate

On the day set for making tax levies, and not later than the third Monday in August, the Mayor and Council
must meet and adopt an ordinance that levies upon assessed valuation of property within the city a rate of
taxation sufficient to raise the amounts estimated to be required in the annual budget. (Tucson City Charter,
Chapter X111, Section 7, and Ordinance Number 1142, effective 6-23-48)
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STATEMENT REQUIRED BY ARIZONA REVISED STATUTES §42-17102
RELATIVE TO PROPERTY TAXATION

PRIMARY AND SECONDARY TAX LEVIES
FISCAL YEARS 2013 AND 2014

FY 2014 FY 2014 FY 2014 Amount of  Percentage
Adopted Actual Maximum Involuntary Tort Total Levy Levy
Propetty FY 2013 FY 2013 Levy Levy Levy Increase/ Increase/
Tax Levy Levy Amount Amount Amount (Decrease) (Decrease)
Primary $ 13,670,900 $ 13,670,900 $ 13,119,610 ' § 3213750 ° $ 16333360 $ 2,662,460 19.5%
Secondary 28,754,300 28,754,300 28,547,940 -0- 28,547,940 (206,360) (0.7%)
Total  § 42425200 § 42425200 § 41,667,550 § 3,213,750 § 44,881,300 § 2,456,100 5.8%
Amount Percentage
Actual Estimated Rate Rate
Propetty FY 2013 FY 201 4 Increase/ Increase/
Tax Rate Rate’ (Decrease) (Decrease)
Primary $ 04125 § 0.5245  § 0.1120 (4.0%)
Secondary 0.8514 0.9059 0.0545 6%
Total § 1.2639 § 14304  § 0.1665 13.2%

The primary property tax levy is limited to an increase of two percent over the previous yeat's maximum allowable primary levy plus
an increased dollar amount due to a net gain in property not taxed in the previous year, such as new construction and annexed
property. The primary property tax levy is shown at the estimated maximum amount. The actual maximum amount may be less.

2 . ) .
Increase to the levy rate as reimbursement for Fiscal Year 2012 tort claim payments.

Both rates may differ depending on the final actual assessed valuation for the respective purposes.



ADOPTED BY THE
MAYOR AND COUNCIL

May 21, 2013

RESOLUTION NO. 22033

RELATING TO FINANCE; FINALLY DETERMINING AND ADOPTING ESTIMATES OF
PROPOSED EXPENDITURES BY THE CITY OF TUCSON FOR THE FISCAL YEAR
BEGINNING JULY 1, 2013 AND ENDING JUNE 30, 2014, DECLARING THAT
TOGETHER SAID EXPENDITURES SHALL CONSTITUTE THE BUDGET OF THE
CITY OF TUCSON FOR SUCH FISCAL YEAR AND DECLARING THAT THE 5 YEAR
CAPITAL IMPROVEMENT PROGRAM (CIP) HAS BEEN APPROVED WITH THE
FIRST YEAR OF THE CIP BEING ADOPTED AS PART OF THE AFOREMENTIONED
BUDGET. ‘ *

WHEREAS, pursuant to the provisions of the laws of the State of Arizona, and the
Charter and Ordinances of the City of Tucson, the Mayor and Council are required to

adopt an annual budget; and

WHEREAS, the Mayor and Council have prepared and filed with the City Clerk a
proposed budget for the Fiscal Year beginning July 1, 2013 and ending June 30, 2014,
which was tentatively adopted on May 7, 2013 and consists of estimates of the
amounts of money required to meet the public expenses for that year, an estimate of
expected revenues from sources other than direct taxation and the amount needed to
be raised by taxation upon real and personal property; and

WHEREAS, due notice has been given by the City Clerk that this tentative budget
with supplementary schedules and details is on file and open to inspection by anyone
interested; and

WHEREAS, publication of the estimates has been made and the public hearing at
which any taxpayer could appear and be heard in favor of or against any proposed
expenditure or tax levy has been duly held, and the Mayor and Council are now

convened in special meseting to finally determine and adopt estimates of proposed

{A0056692.DOC/}



expenditures for the various purﬁoses set forth in the published proposal, all as
required by law;

NOW, THEREFORE, BE IT RESOLVED BY THE MAYOR AND COUNCIL OF
THE CITY OF TUCSON, ARIZONA, AS FOLLOWS:

SECTION 1. The Mayor and Council have finally determined the estimates of
revenue and expenditures, as set forth in Schedules A, B, C, D, E, F, and G attached
and incorporated herein by this reference, which will be required of the City of Tucson
for the Fiscal Year beginning July 1, 2013 and ending June 30, 2014, and such finally
determined estimates are hereby adopted as the budget of the City of Tucson for said
fiscal year.

SECTION 2. The Purposes of Expenditure and the amount finally determined
upon for each purpose, as set forth in this section, are necessary for the conduct of the
business of the government of the City of Tucson, and such amounts and purposes

shall constitute the adopted Expenditure Plan for the City for the 2014 Fiscal Year:

Purpose of Expenditure Final 2014 Budget
Elected and Official $ 24,618,590
Public Safety and Justice Services 272,980,150
Community Enrichment and Development 418,397,300
Public Utilities 272,391,620
Support Services 109,367,170
Non-Departmental 104,176,640
Fiduciary Funds 69,955,150

TOTAL $1,271,886,620

SECTION 3. That the Purposes of Expenditure and the amount finally
determined upon for each purpose as set forth in this section constitutes the portion of
the adopted budget of the City for the 2014 Fiscal Year which is subject to the State
Budget Law:

{A0056692.DOC/}



Final 2014 Budget

Purpose of Expenditure Subiject to State Budget Law
Elected and Official $ 23,755,030
Public Safety and Justice Services 246,112,650
Community Enrichment and Development 135,816,110
Public Utilities 147,121,390
Support Services 43,402,340
Non-Departmental 26,535,160
Fiduciary Funds -0-
TOTAL $ 622,742,680

SECTION 4. That money for any fund may be used for any of the purposes set
forth in Section 2, except money specifically restricted by State or Federal law or City
Charter, Code, Ordinances or Resolutions or bond covenants.

SECTION 5. That the 5 year Capital Improvement Program (CIP), as summarized
in Section E of the Recommended Budget Fiscal Year 2014, is approved with the first
year of the CIP being adopted as part of the aforementioned budget.

PASSED, ADOPTED AND APPROVED by the Mayor and Council of the City of

Tucson, Arizona, this 21 day of May, 2013, me

M/}YOR

ATTEST:

REVIEWED BY:

CITY ATTORNEY CITY MANAGER

SSil <77
5/13/1 317}

{A0056692.DOC/}
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Schedule A to Resolution 22033

CITY OF TUCSON
Summary Schedule of Estimated Revenues and Expenditures/Expenses
Fiscal Year 2014
ESTIMATED
ADOPTED FUND REVENUES TOTAL
BUDGETED ACTUAL BALANCE/ OTHER THAN FINANCIAL BUDGETED
EXPENDITURES/ | EXPENDITURES/ NET PROPERTY TAX PROPERTY OTHER FINANCING INTERFUND TRANSFERS RESOURCES EXPENDITURES/
EXPENSES* EXPENSES#* POSITION*** |  REVENUES TAXES 2014 2014 AVAILABLE EXPENSES
FUND 2013 2013 July 1, 2013%* 2014 2014 SOURCES <USES> IN <OoUT> 2014 2014
Primary:
1. General Fund $ 394,159,760 | $ 403,717,380 | $ 50,144,070 | $ 13,119,610 | $ 440,604,360 | $ 13,206,000 | $ (13,206,000)| $ $  (46,269,770)| $ 576,549,810 | $ 408,400,520
2. Special Revenue Funds 298,838,310 285,652,290 22,828,300 198,916,750 46,269,770 (10,413,290) 278,428,110 247,837,950
Secondary:
3. Debt Service Funds Available 34,070,890 76,525,890 2,089,500 28,547,940 7,501,680 10,413,290 41,050,730 46,382,760
4. Less: Amounts for Future Debt
Retirement
5. Total Debt Service Funds 34,070,890 76,525,890 2,089,500 28,547,940 10,413,290 41,050,730 46,382,760
6. Capital Projects Funds 128,166,470 77,942,740 41,603,600 100,239,950 20,000,000 161,843,550 124,673,200
7. Permanent Funds -
8. Enterprise Funds Available 299,305,720 283,787,380 835,498,040 244,132,460 54,836,100 1,134,466,600 292,679,900
9. Less: Amounts for Future Debt
Retirement
10. Total Enterprise Funds 299,305,720 283,787,380 835,498,040 244,132,460 54,836,100 1,134,466,600 292,679,900
Primary:
11. Internal Service Funds 69,860,510 64,352,190 (9,538,170) 3,213,750 68,036,530 61,712,110 68,751,140
12. Fiduciary Funds 68,177,960 68,018,680 560,480,160 59,071,190 664,432,650 69,955,150
12. TOTAL ALL FUNDS $ 1,292,579,620 | $ 1,259,996,550 | $ 1,503,105,500 | $ 44,881,300 | $  1,118,502,920 | $ 88,042,100 | $ (13,206,000)| $ 56,683,060 | $  (56,683,060)| $  2,918,483,560 | $ 1,258,680,620
EXPENDITURE LIMITATION COMPARISON 2013 2014
1. Budgeted expenditures/expenses $ 1,292,579,620 | $ 1,258,680,620
2. Add/subtract: estimated net reconciling items
3. Budgeted expenditures/expenses adjusted for reconciling items 1,292,579,620 1,258,680,620
4. Less: estimated exclusions 653,225,130 635,937,940
5. Amount subject to the expenditure limitation $ 639,354,490 | $ 622,742,680
6. EEC or voter-approved alternative expenditure limitation $ 650,408,940 | $ 662,234,578

* Includes Expenditure/Expense Adjustments Approved in_current year from Schedule E.

** Includes actual amounts as of the date the proposed budget was prepared, adjusted for estimated activity for the remainder of the fiscal year.

**% Amounts in this column represent Fund Balance/Net Position amounts except for amounts not in spendable form (e.g., prepaids and inventories) or legally or contractually required to be maintained intact (e.g.,

principal of a permanent fund).




Schedule B to Resolution No. 22033

. Maximum allowable primary property tax levy.

ARS. §42-17051(A)

. Amount received from primary property taxation in
the current year in excess of the sum of that yeat's

maximum allowable primary property tax levy.

ARS. §42-17102(A)(18)

. Property tax levy amounts
A. Primary property taxes
B. Secondary property taxes
C. Total property tax levy amounts

. Property taxes collected*

A. Primary property taxes

(1) Current yeat's levy

(2) Prior years’ levies

(3) Total primary property taxes
B. Secondary property taxes

(1) Current yeat's levy

(2) Prior years’ levies

(3) Total secondary property taxes
C. Total property taxes collected

. Property tax rates
A. City/Town tax rate
(1) Primary property tax rate
(2) Secondary property tax rate
(3) Total city/town tax rate

B. Special assessment district tax rates

Secondary property tax rates - As of the date the proposed budget was prepared, the
city/town was operating no

CITY OF TUCSON
Summary of Tax Levy and Tax Rate Information
Fiscal Year 2014
2013 2014
$ 13,670,900  § 16,333,360
$ -0-
$ 13,670,900  § 16,333,360
28,754,300 28,547,940
$ 42,425,200 § 44,881,300
$ 13,670,900
113,098
$ 13,783,998
$ 28,754,300
78,911
$ 28,833,211
$ 42,617,209
0.4125 0.5245
0.8514 0.9059
1.2639 1.4304

special assessment districts for which secondary
property taxes are levied. For information pertaining to these special assessment districts
and their tax rates, please contact the city/town.

* Includes actual property taxes collected as of the date the proposed budget was prepared, plus estimated

property tax collections for the remainder of the fiscal year.



Schedule C to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
GENERAL FUND
Local taxes
Business Privilege Tax $ 178,400,000 184,637,290 § 188,988,400
Public Utility Tax 24,600,000 25,937,110 25,013,700
Use Tax 6,200,000 4,387,820 4,387,800
Transient Occupancy Tax 9,200,000 9,281,310 9,522,000
Room Tax 3,800,000 3,633,770 3,706,500
Liquor Taxes 800,000 800,000 800,000
Pawn Broker Second Hand Dealer 400,000 271,350 271,400
Occupational Taxes 40,000 85,000 85,000
Government Property Lease Excise Tax 3,500 5,200 5,200
Licenses and permits
Utility Franchise Fees 13,356,100 13,681,350 13,955,000
Cable Television Licenses 3,634,000 3,870,050 3,470,670
License Application Fees 1,600,000 1,770,000 1,750,000
Alarm Permit Fee 1,000,000 51,000 100,000
Telecommunications Licenses and Franchise Fee 909,900 1,041,590 1,059,400
Sign Regulation Fee 354,600 360,000 372,300
Litter Assessment Fee 200,000 200,000 200,000
Miscellaneous Licenses and Permits 26,020 30,540 29,780
State Shared Revenues
State Shared Income Tax 53,100,000 53,128,730 57,800,600
State Shared Sales Tax 42,200,000 42,641,790 44,563,600
State Shared Auto Lieu Tax 18,700,000 18,193,430 19,693,400
Charges for services
Administration Charge to Enterprise Funds 10,123,390 10,123,390 11,123,390
City Attorney 5,000 8,000 8,000
General Government 173,600 154,150 159,900
Housing and Community Development 166,500 164,810 183,000
Information Technology 228,000 228,000 97,600
Parks and Recreation 5,885,540 5,886,290 5,793,390
Planning and Development Services 7,508,200 8,240,500 7,900,700
Public Defender 132,990 94,000 100,660
Tucson Fire 12,234,490 11,442,200 11,535,320
Tucson Police 4,774,320 4,388,780 4,979,000
Fines and forfeits
City Attorney 512,890 239,080 304,000
City Court 2,169,410 10,999,180 10,734,100
Finance 8,000 7,800 6,500
General Government 2,000 4,100 3,000
Housing and Community Development 4,000 1,310 -0-
Planning and Development Services 1,000 2,580 1,000
Tucson Fire 6,000 3,500 7,180
Tucson Police 11,348,200 1,161,050 2,171,500

Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.
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Schedule C to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
Use of Money and Property
Rentals and Leases $ 426,640 $ 426,640 $ 426,640
Interest Earnings 288,670 288,670 267,810
In-lieu property taxes
Tucson Water Utility 1,600,000 1,600,000 1,600,000
Other Agencies
Pima Animal Care Fees 1,100,000 1,050,000 1,050,000
University of Arizona Fire Service 134,420 134,420 134,420
Contributions
Dispatch Services 969,540 961,540 969,540
Law Enforcement Training 247,300 198,640 244,000
State Telecommunications 911 Excise Tax 40,000 40,000 40,000
Non-Grant Contributions
General Government 1,153,570 1,084,860 1,084,860
Housing and Community Development 70,000 94,580 69,300
Parks and Recreation 359,500 359,500 359,160
Tucson Police 740,000 -0- -0-
Miscellaneous
Sale of Property 118,070 234,600 2,318,000
Miscellaneous Revenues 636,000 1,095,880 1,150,500
Election Campaign Contributions -0- 2,420 -0-
Recovered Expenditures 45,400 99,430 7,140
Total General Fund § 421,736,760  $ 424,827,230 § 440,604,360
SPECIAL REVENUE FUNDS
Mass Transit Fund
Fare Box Revenue $ 7,695,000 $ 7,108,030 $ 7,956,700
Pass Sale Revenue 6,825,800 6,720,570 6,974,600
Shuttle Service -0- 89,920 -0-
Advertising Revenue 315,300 165,150 388,550
Regional Transportation Authority 6,556,000 6,549,500 12,328,640
County/Local Operating Assistance 4,303,400 4,464,150 4,967,340
Special Needs 714,100 740,140 777,160
Rents and Leases 120,000 154,000 250,000
Miscellaneous Revenue 338,000 677,360 480,050
Federal Transit Grants 81,039,200 78,968,350 19,325,820
Total Mass Transit Fund § 107,906,800  $ 105,637,170  $ 53,448,860

* Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepated, plus
estimated revenues for the remainder of the fiscal year.
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CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
Tucson Convention Center Fund
Room and Space Rental $ 1,275,000 $§ 1,250,000 $ 1,250,000
Box Office Fees 140,000 130,000 135,000
Parking 850,000 850,000 875,000
Catering and Concessions 340,000 345,000 350,000
Novelty Sales 27,000 27,000 30,000
Commission Revenue 140,000 145,000 140,000
Facility User Fees 240,000 230,000 240,000
Arena Facility User Fees 200,000 190,000 200,000
Event Ticket Rebates 140,000 120,000 140,000
Recovered Expenditures 55,000 60,000 65,000
Rents and Leases 50,000 76,590 66,080
Total Tucson Convention Center Fund § 3,457,000 $ 3423590 $ 3,491,080
Highway User Revenue Fund
State Shared HURF $ 33,696,950 $ 33,843,000 $ 34,042,290
Permits and Inspection Fees 278,000 278,000 340,000
Developer In Lieu -0- 43,240 -0-
Final Fog Seal -0- 2,000 -0-
Temporary Work Zone Traffic Control 200,000 200,000 202,000
Rents and Leases 291,280 291,380 295,000
Proceeds from Sale of Capital Assets 100,000 2,078,000 3,000,000
Interest Earnings -0- 35,000 40,000
Recovered Expenditures -0- 245,890 -0-
Miscellaneous Revenues -0- 195,870 200,000
Total Highway User Revenue Fund  § 34,566,230 $ 37,212,380 $ 38,119,290
ParkWise Fund
Parking Meter Collections $ 848,930 $§ 717,000 $ 908,700
Parking Revenues 1,869,930 1,793,200 2,076,140
Hooded Meter Fees 25,000 19,200 15,000
Assessment Fee 60,000 36,000 44,000
Parking Violations 930,000 531,600 710,000
Rents and Leases 290,270 233,000 107,370
Interest Earnings 104,030 40,000 -0-
Miscellaneous Revenues 500 5,840 -0-
Total ParkWise Fund § 4,128,660 $ 3,375,840 $ 3,861,210
Civic Contribution Fund
Housing and Community Development $ 0- 9 0- % 6,750
Parks and Recreation 251,210 391,200 251,200
Tucson Convention Center 5,000 30,000 30,000
Tucson Fire 20,000 11,600 20,000
Tucson Police 32,170 500 75,000
Open Space Contributions 7,640 8,000
Interest Earnings 8,000 8,170 8,000
Total Civic Contribution Fund § 316,380 $ 449,110 § 398,950

Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.
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Schedule C to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
Community Development Block Grant Fund
Community Development Block Grant $ 10,073,510 § 9,963,230 % 9,812,200
Program Income 520,000 1,130,890 1,787,000
El Portal Income -0- 138,830 220,250
Total Community Development Block Grant Fund  § 10,593,510 § 11,232950 § 11,819,450
Miscellaneous Housing Grant Fund
Federal Miscellaneous Housing Grants $ 3,062,800 $ 3,330,470 $ 4,394,230
Lead Hazard Control Grants 826,670 -0- 819,940
Program Income 760,950 259,760 776,890
Total Miscellaneous Housing Grant Fund  § 4,650,420 $ 3,590,230 $ 5,991,060
Public Housing Section 8 Fund
Federal Public Housing Section 8 Grant $ 38,068,200 $ 40,404,720  $ 40,362,420
Program Income 6,500 140,870 1,193,920
Interest Harnings 7,000 7,000 -0-
Total Public Housing Section 8 Fund  $ 38,081,700  $ 40,552,590  $ 41,556,340
HOME Investment Partnerships Program Fund
HOME Funds $ 6,137,460 § 4,279,990  $ 5,584,570
Program Income 426,960 907,500 705,900
Total HOME Investment Partnerships Program Fund § 6,564,420 § 5,187,490 $ 6,290,470
Other Federal Grants Fund
City Attotney $ 352,760  $ 265,740  $ 265,740
City Court -0- 25,250 307,720
City Manager 2,122,470 2,313,180 420,000
General Government 900,000 1,942,110 947,370
Housing and Community Development 116,430 101,080 95,940
Parks and Recreation 672,580 415,840 572,550
Transpottation 7,504,600 5,578,510 12,309,170
Tucson Fire 3,686,940 1,073,730 2,436,940
Tucson Police 13,148,930 11,223,000 13,866,500
Total Other Federal Grants Fund § 28,504,710  $ 22,938,440 $ 31,221,930
Non-Federal Grants Fund
City Attorney $ 141200 §$ 81,920 $ 81,920
City Manager 150,000 150,000 -0-
Housing and Community Development 333,610 335,490 569,860
Parks and Recreation 521,900 171,840 325,000
Transportation -0- 40,000 -0-
Tucson Fire 164,000 122,730 164,000
Tucson Police 1,384,710 1,320,920 1,577,330
Total Non-Federal Grants Fund § 2,695,420 $ 2222900 $ 2,718,110
Total Special Revenue Funds $ 241,465250 $ 235,822,690 $ 198,916,750

* Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.
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Schedule C to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
DEBT SERVICE FUNDS
Street and Highway Bond and Interest Fund
State Shared - HURF $ 7,361,140 § 6,957,000 $ 7,165,710
Interest Earnings -0- 9,650 9,650
Total Street and Highway Bond and Interest Fund § 7,361,140 § 6,966,650 $ 7,175,360
Special Assessment Bond and Interest Fund
Special Assessment Collections $ 408,710 § 408,710  $ 312,480
Interest Earnings 5,800 7,900 12,160
Miscellaneous Revenues 5,440 840 1,680
Total Special Assessment Bond and Interest Fund § 419950 $ 417450 % 326,320
Total Debt Service Funds  § 7,781,090 $ 7,384,100 $ 7,501,680
CAPITAL PROJECTS FUNDS
2013 General Obligation Bond Fund
Interest Earnings -0- -0- 125,000
Total 2013 General Obligation Fund § -0- % 0- % 125,000
Capital Improvement Fund
Intergovernmental Agreements $ 16,088,900 § 11,559,140 § 10,112,800
Total Capital Improvement Fund § 16,088,900 §$ 11,559,140 § 10,112,800
Development Fee Fund
Development Fees for Police $ 510,000 $ 692,620 $ 713,400
Development Fees for Fire 255,000 347,360 357,780
Development Fees for Transportation 2,594,500 4,031,090 4,152,030
Development Fees to Parks 612,000 1,081,380 1,113,840
Development Fees for Public Facilities -0- 440 -0-
Interest Earnings 80,000 140,000 150,000
Total Development Fee Fund  § 4,051,500 $ 6,292,890 $ 6,487,050
Regional Transportation Authority Fund
Regional Transportation Authority $ 86,721,950  $ 89,301,640 § 83,407,850
Rentals and Leases -0- 50,800 107,250
Total Regional Transportation Authority Fund § 86,721,950  § 89,352,440 § 83,515,100
Total Capital Projects Funds § 106,862,350  $ 107,204,470 § 100,239,950

* Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.
ENTERPRISE FUNDS
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Schedule C to Resolution No. 22033
CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes

Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
Tucson Water Utility
Potable Water Sales $ 138,780,400  § 131,550,000 $ 135,917,000
Reclaimed Water Sales 11,634,000 10,300,000 10,609,870
Central Arizona Project Surcharge 2,235,700 9,775,000 9,965,000
Water Conservation Fee 2,871,000 2,858,000 2,950,000
Fire Sprinkler Fee 1,345,900 1,050,000 1,050,400
Connection Fees 617,000 1,275,000 979,000
Service Charges 3,087,000 3,100,000 2,946,790
Development Plan Review/Inspection Fees 575,000 658,170 518,730
Billing Services 3,156,000 3,156,000 3,156,000
Miscellaneous Revenues 1,200,000 2,578,890 2,811,930
Tucson Airport Remediation Project 1,445,000 1,445,000 809,350
Water System Equity Fees 2,324,000 2,486,350 2,479,000
CAP Water Resource Fees 347,000 543,960 350,000
Miscellaneous Grants 865,000 700,290 865,000
Sale of Capital Assets 50,000 452,700 -0-
Interest Earnings 20,000 259,480 28,940
Total Tucson Water Utility § 170,553,000 $ 172,188,840 § 175,437,010
Environmental Services Fund
Residential Refuse Services $ 28,207,480 $ 28,207,480 $ 28,437,480
Commercial Refuse Services 8,173,070 7,880,000 8,293,070
Landfill Services Charges 5,505,650 5,950,000 5,505,650
Remediation Ground Fee 3,400,000 3,500,000 3,500,000
Self Haul Fee 1,174,000 1,174,000 1,174,000
Refuse Penalties 211,180 181,860 211,180
Recycling 850,000 1,314,100 850,000
Household Hazardous Waste 140,000 140,000 140,000
State and Local Grants 402,000 594,850 469,330
Sale of Capital Assets 500,000 914,570 -0-
Interest Earnings 50 125,000 50
Recovered Expenses 17,000 9,020 10,000
Miscellaneous Revenues 350,000 360,000 -0-
Total Environmental Services Fund § 48,930,430 $ 50,350,880 % 48,590,760
Tucson Golf Course Fund
El Rio $ 900,540 $ 964,470  $ 979,500
Randolph 3,149,920 3,294,360 3,342,950
Fred Enke 1,227,760 1,243,290 1,261,710
Silverbell 1,279,100 1,278,260 1,297,180
Other Revenues 28,000 53,000 53,000
Total Tucson Golf Course Fund § 6,585,320 § 6,833,380 § 6,934,340
Public Housing Fund
Federal Grants $ 6,870,940 § 6,470,940 $ 6,266,980
Housing Administration Charges 2,660,350 2,472,380 2,075,630
Tenant Rent and Parking Fees 3,379,560 3,375,310 3,176,080
Charges for Other Services 548,340 259,820 175,440
Other Rental Income 856,280 650,790 3,520
Other Revenues 180,000 124,770 187,630
Total Public Housing Fund § 14,495470 § 13,354,010 § 11,885,280

* Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.

Non-Public Housing Asset Management Fund

Federal Grants $ 209,000 $ 210,310  $ 210,310
El Portal Income 842,760 566,470 554,450
Tenant Rent 485,000 528,930 492,510
Charges for Other Services 14,300 23,500 17,800
Interest Revenue -0- 80 -0-
Miscellaneous Revenues -0- 54,900 10,000
Total Non-Public Housing Asset Management Fund § 1,551,060  $ 1,384,190 §$ 1,285,070

B-24



Schedule C to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Revenues Other Than Property Taxes
Fiscal Year 2014
ESTIMATED ACTUAL ESTIMATED
REVENUES REVENUES* REVENUES
SOURCE OF REVENUES 2013 2013 2014
Total Enterprise Funds § 242115280 $ 244111,300 §$ 244,132,460
INTERNAL SERVICE FUNDS
Fleet Services Internal Service Fund
Interdepartmental Charges $ 25,752,480 $ 25,288,130 § 26,848,740
Interest Revenue -0- 4,500 -0-
Proceeds from the Sale of Capital Assets 26,400 23,870 6,500
Miscellaneous Revenues 48,000 103,000 69,000
Total Fleet Services Internal Service Fund § 25,826,880 $ 25,419,500 $ 26,924,240
General Services Internal Service Fund
Interdepartmental Charges $ 18,536,260 § 18,953,020 § 20,696,450
Non-Grant Contributions 387,420 387,420 361,540
Miscellaneous Revenues 5,000 13,000 8,000
Total General Services Internal Service Fund §$ 18,928,680 § 19,353,440  § 21,065,990
Self Insurance Internal Service Fund
Interdepartmental Charges $ 18,416,330 § 19,170,700  § 17,465,670
Interest Revenue 90,000 170,000 120,000
Miscellaneous Revenue -0- 106,720 -0-
Proceeds from Lawsuit Settlement 2,460,630 -0- 2,460,630
Total Self Insurance Internal Service Fund § 20,966,960 $ 19,447,420 §$ 20,046,300
Total Internal Service Funds § 65,722,520 $ 64,220,360  $ 68,036,530
FIDUCIARY FUNDS
Tucson Supplemental Retirement System
Employer Contributions $ 38,800,000 $ 34457460 $ 40,237,190
Employee Contributions 8,300,000 8,300,000 6,650,000
Portfolio Earnings 12,134,000 5,291,540 12,134,000
Transfers from Other Systems 50,000 15,000 -0-
Miscellaneous Revenues -0- 51,500 50,000
Total Tucson Supplemental Retirement System  $ 59,284,000 $ 48,115,500  $ 59,071,190
Total Fiduciary Funds § 59,284,000 $ 48,115,500 §$ 59,071,190
TOTAL ALL FUNDS § 1,144,967,250  $ 1,131,685,650 $ 1,118,502,920

* Includes actual revenues recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus

estimated revenues for the remainder of the fiscal year.
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Schedule D to Resolution No. 22033

CITY OF TUCSON
Summary by Fund Type of Other Financing Sources/<Uses> and Interfund Transfers
Fiscal Year 2014
OTHER FINANCING INTERFUND TRANSFERS
2014 2014
FUND SOURCES <USES> IN <OQUT>
GENERAL FUND
Refunding of Certificates of Participation $ 13,206,000 $ (13,206,000) $ $
Transfer to Mass Transit Fund (42,733,040)
Transfer to Tucson Convention Center (3,536,730)
Total General Fund § 13,206,000 $ (13,206,000) $ $ (46,269,770)
SPECIAL REVENUE FUNDS
Transfer from General Fund $ $ $ 46,269,770  §
Transfer to Street & Highway Bond
and Interest Fund (10,413,290)
Total Special Revenue Funds §$ $ $ 46,269,770  $ (10,413,290)
DEBT SERVICE FUNDS
Transfer from HURF Fund $ $ $ 10,413,290 $
Total Debt Service Funds $ $ $ 10,413,290 §$
CAPITAL PROJECTS FUNDS
General Obligation Bond Proceeds $ 20,000,000 § $ $
Total Capital Projects Funds § 20,000,000 § $ $
ENTERPRISE FUNDS
Water System Obligation Bond Proceeds $ 54,836,100 $ $ $
Total Enterprise Funds § 54,836,100 $ $ $
INTERNAL SERVICE FUNDS
None $ $ $ $
Total Internal Service Funds § $ $ $
TOTAL ALL FUNDS $§ 88,042,100 $ (13,206,000) $ 56,683,060 $ (56,683,060)
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Schedule E to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses Within Each Fund Type
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
FUND/DEPARTMENT 2013 2013 2013 2014
GENERAL FUND
Mayor and Council $ 2,843,180 §$ $ 2,671,050 $ 2,736,430
Budget and Internal Audit 1,478,420 1,441,150 1,456,320
City Attorney 8,525,540 8,164,850 8,428,210
City Clerk 3,394,540 2,975,830 4,044,840
City Court 11,306,630 10,861,220 11,261,520
City Manager 7,412,400 6,302,720 8,641,450
Finance 8,361,130 10,459,770 10,425,470
General Services 2,931,220 2,948,390 9,339,400
Housing and Community 6,722,740 6,409,290 6,506,630
Development
Human Resources 2,021,700 2,161,860 2,178,060
Information Technology 18,660,810 18,842,540 17,539,670
Office of Equal Opportunity 782,510 700,900 787,220
Parks and Recreation 39,931,460 38,033,770 35,980,610
Planning and Development 7,568,640 6,673,080 7,247,040
Setrvices
Procurement 3,357,450 3,117,900 3,124,200
Public Defender 3,086,390 2,994,650 3,157,720
Transportation 7,142,550 7,224,230 2,184,600
Tucson Fire 83,845,450 84,651,120 86,932,770
Tucson Police 140,536,270 143,540,150 146,864,750
Non-Departmental 34,250,730 43,042,910 39,563,610
Total General Fund § 394,159,760 $ -0- $ 403,717,380 $ 408,400,520
SPECIAL REVENUE FUNDS
Mass Transit Fund
Transportation $ 148,337,590 $ $ 147,073,250  § 98,934,700
Total Fund $§ 148,337,590 $ -0- $ 147,073,250 $ 98,934,700
Tucson Convention Center Fund
Tucson Convention Center $ 5,552,760  $ $ 5,514,660 $ 5,712,120
Non-Departmental 1,307,030 1,307,030 1,315,690
Total Fund $§ 6,859,790 $ -0- § 6,821,690 $ 7,027,810
Highway User Revenue Fund
Transportation $ 46,655,470  $ $ 41,751,230  $ 35,049,430
Housing and Community 275,000 275,000 217,700
Development
Non-Departmental 271,330 271,330 100,580
Total Fund $§ 47,201,800 § -0- § 42,297,560 $ 35,367,710
ParkWise Fund
Transportation $ 4,024,810 §$ $ 3,678,510 $ 5,704,600
Total Fund § 4,024,810 § -0- § 3,678,510 § 5,704,600

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepated, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule E to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses Within Each Fund Type
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
FUND/DEPARTMENT 2013 2013 2013 2014
Civic Contribution Fund
Housing and Community $ 0- $ $ -0- $ 6,750
Development
Parks and Recreation 1,266,970 386,780 1,014,900
Tucson Convention Centet 5,000 439,090 30,000
Tucson Fire 20,000 20,000 20,000
Tucson Police 32,170 131,220 134,120
Total Fund §$ 1,324,140 § -0- § 977,090 $ 1,205,770
Community Development Block Grant Fund
Housing and Community $ 10,593,510  § $ 13,533,240 § 11,819,450
Development
Total Fund §$ 10,593,510 § -0- § 13,533,240 $ 11,819,450
Miscellaneous Housing Grant Fund
Housing and Community $ 4,650,420 § $ 3,283,440 $ 5,991,060
Development
Total Fund §$ 4,650,420 $ -0- $ 3,283,440 § 5,991,060
Public Housing Section 8 Fund
Housing and Community $ 38,081,700 $ $ 40,552,590 $ 41,556,340
Development
Total Fund $ 38,081,700 § 0- § 40,552,590 $ 41,556,340
HOME Investment Partnerships Program Fund
Housing and Community $ 6,564,420 $ $ 5,177,510 § 6,290,470
Development
Total Fund §$ 6,564,420 $ -0- § 5,177,510 § 6,290,470
Other Federal Grants Fund
City Attorney $ 352,760 $ $ 265,740 § 265,740
City Court -0- 25,250 307,720
City Manager 2,122,470 1,720,830 420,000
Non-Departmental 900,000 947,370 947,370
Housing and Community 116,430 28,820 95,940
Development
Parks and Recreation 672,580 415,840 572,550
Transportation 7,504,600 4,567,260 12,309,170
Tucson Fire 3,686,940 984,970 2,436,940
Tucson Police 13,148,930 11,223,000 13,866,500
Total Fund §$ 28,504,710 § -0- § 20,179,080 § 31,221,930
Non-Federal Grants Fund
City Attorney $ 141,200 § $ 81,920 §$ 81,920
City Manager 150,000 150,000 -0-
Housing and Community 333,610 331,920 569,86
Development
Parks and Recreation 521,900 71,840 325,000
Tucson Fire 164,000 122,730 164,000
Tucson Police 1,384,710 1,319,920 1,577,330
Total Fund §$ 2,695,420 $ -0- § 2,078,330 $ 2,718,110
Total Special Revenue Funds § 298,838,310 § -0- §$ 285,652,290 $ 247,837,950

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepated, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule E to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses Within Each Fund Type
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
FUND/DEPARTMENT 2013 2013 2013 2014
Capital Project Funds
2000 General Obligation Fund
Parks and Recreation $ 555,300 $ $ 620,090 $ -0-
Transportation 600,000 600,000 -0-
Tucson Fire 30,000 57,850 -0-
Total Fund $§ 1,185,300 § -0- § 1,277,940 $ -0-
2013 General Obligation Fund
Transportation $ 0- 9 $ 0- 9 19,800,000
Non-Departmental -0- -0- 200,000
Total Fund $§ -0- $ -0- $ -0- § 20,000,000
Capital Improvement Fund
City Court $ 715,400 $ $ 715,400 $ 1,000,000
General Services 7,497,600 7,988,320 1,591,500
Non-Departmental 1,750,000 3,150,000 -0-
Parks and Recreation 7,972,300 1,418,460 1,006,100
Transportation 4,067,000 3,322,000 8,303,000
Tucson Convention Centet 1,000,000 1,000,000 -0-
Tucson Fire 4,049,600 4,210,530 831,600
Total Fund $§ 27,051,900 § -0- $ 21,804,710 § 12,732,200
Development Fee Fund
Parks and Recreation $ 3,213,700 §$ $ 2,127,680 $ 1,544,800
Transportation 5,593,620 4,631,220 3,621,100
Tucson Fire 4,400,000 -0- 3,260,000
Tucson Police -0- 1,390,970 -0-
Total Fund §$ 13,207,32 $ -0- $ 8,149,870 $ 8,425,90!
Regional Transportation Authority Fund
Transportation $ 86,721,950 § $ 46,710,220  $ 83,515,100
Total Fund § 86,721,950 $ -0- §$ 46,710,220 $ 83,515,100
Total Capital Project Funds § 128,166,470 $ 0- $ 77,942,740 $ 124,673,200
DEBT SERVICE FUNDS
General Obligation Bond and Interest Fund
Non-Departmental $ 28,056,290 $ $ 58,246,290 § 28,272,500
Total Fund § 28,056,290 $ -0- §$ 58,246,290 $ 28,272,500
Street and Highway Bond and Interest Fund
Non-Departmental $ 5,436,050 §$ $ 17,701,050 § 17,588,650
Total Fund $§ 5,436,050 § -0- § 17,701,050 § 17,588,650
Special Assessment Bond and Interest Fund
Non-Departmental $ 578,550 $ $ 578,550 $ 521,610
Total Fund $§ 578,550 $ -0- § 578,550 $ 521,610
Total Debt Service Funds $ 34,070,890 $ -0- $ 76,525,890 $ 46,382,760

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus
estimated expenditures/expenses for the remainder of the fiscal year.

B-29



Schedule E to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses Within Each Fund Type
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
FUND/DEPARTMENT 2013 2013 2013 2014
ENTERPRISE FUNDS
Tucson Water Utility Fund
Tucson Water Utility $ 227,500,710  $ $ 214,799,920 $ 218,667,510
Total Fund §$ 227,500,710 § -0- § 214,799,920 § 218,667,510
Environmental Services Fund
Environmental Services $ 50,752,160  § $ 49,762,630 $ 53,724,110
Total Fund §$ 50,752,160 $ -0- § 49,762,630 $ 53,724,110
Tucson Golf Enterprise Fund
Tucson City Golf $ 6,557,380 § $ 6,338,350 $ 6,562,590
Total Fund §$ 6,557,380 $ -0- § 6,338,350 $ 6,562,590
Public Housing AMP Fund
Housing and Community $ 12984720  § $ 11,648,890 § 12,460,240
Development
Total Fund § 12,984,720 $ $ 11,648,890 §$ 12,460,240
Non-Public Housing Asset Management Fund
Housing and Community $ 1,510,750 § $ 1,237,590 $ 1,265,450
Development
Total Fund §$ 1,510,750 § $ 1,237,590 $ 1,265,450
Total Enterprise Funds $ 299,305,720 $ 0- $ 283,787,380 $ 292,679,900
INTERNAL SERVICE FUNDS
Fleet Services Internal Service Fund
General Services $ 28224300 $ $ 26,433,870 $ 26,924,240
Non-Departmental 2,580 2,580 -0-
Total Fund §$ 28,226,880 % -0- § 26,436,450 % 26,924,240
General Services Internal Service Fund
General Services $ 21,613,670 $ $ 19,970,180 § 21,065,990
Total Fund §$ 21,613,670 § -0- § 19,970,180 § 21,065,990
Self Insurance Internal Service Fund
Finance $ 8,437,060 § $ 8,432,320 § 8,142,670
Human Resources 7,923,950 7,815,270 7,579,650
Non-Departmental 2,460,630 -0- 2,460,630
Transportation 850,000 1,350,000 2,200,000
Tucson Fire 348,320 347,970 377,960
Total Fund §$ 20,019,960 § -0- § 17,945,560 $ 20,760,910
Total Internal Service Funds $ 69,860,510 $ 0- $ 64,352,190 $ 68,751,140
FIDUCIARY FUNDS
Tucson Supplemental Retirement $ 68,177,960 $ $ 68,018,680 $ 69,955,150
System
Total Fund §$ 68,177,960 $ $ 68,018,680 $ 69,955,150
TOTAL ALL FUNDS $ 1,292,579,620 $ -0- $ 1,259,996,550 $ 1,258,680,620

* Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule F to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
DEPARTMENT/FUND 2013 2013 2013 2014
Mayor and Council
General Fund $ 2,843,180 $ $ 2,671,050 $ 2,736,430
Department Total § 2,843,180 $ 0- % 2,671,050  $ 2,736,430
Budget and Internal Audit
General Fund $ 1,478,420 § $ 1,441,150 $ 1,456,320
Department Total § 1,478420 $ -0-  §$ 1,441,150 ¢ 1,456,320
City Attorney
General Fund $ 8,525,540 § $ 8,164,850 § 8,428,210
Non-Federal Grants Fund 141,200 81,920 81,920
Other Federal Grants Fund 352,760 265,740 265,740
Department Total § 9,019,500 $ 0- % 8,512510 ¢ 8,775,870
City Clerk
General Fund $ 3394540 $ $ 2975830 $ 4,044,840
Department Total § 3,394,540  $ -0-  §$ 2,975,830  $ 4,044,840
City Court
General Fund $ 11,306,630  $ $ 10,861,220 § 11,261,520
Capital Improvement Fund 715,400 715,400 1,000,000
Other Federal Grants Fund 25,250 307,720
Department Total § 12,022,030 $ 0- % 11,601,870  $ 12,569,240
City Manager
General Fund $ 7412400 $ $ 6,802,720 $ 8,641,450
Non-Federal Grants Fund 150,000 150,000 -0-
Other Federal Grants Fund 2,122,470 1,720,830 420,000
Department Total § 9,684,870  $ -0-  §$ 8,673,550 $ 9,061,450
Environmental Services
Environmental Services Fund $ 50,752,160  $ $ 49,762,630 $ 53,724,110
Department Total § 50,752,160 $ 0- % 49,762,630 $ 53,724,110
Equal Opportunity Programs
General Fund $ 782,510 § $ 700,900 $ 787,220
Department Total § 782,510 $ -0-  §$ 700,900 $ 787,220
Finance Department
General Fund $ 8,361,130 § $ 10,459,770  $ 10,425,470
Self Insurance Internal 8,437,060 8,432,320 8,142,670
Service Fund
Department Total § 16,798,190 § 0- % 18,892,090  $ 18,568,140
General Services
General Fund $ 2931220 $ $ 2948390 $ 9,339,400
Capital Improvements Fund 7,497,600 7,988,320 1,591,500
Fleet Services Internal Service Fund 28,224,300 26,433,870 26,924,240
General Service Internal Service Fund 21,613,670 19,970,180 21,065,990
Department Total § 60,266,790 $ 0- § 57,340,760  $ 58,921,130

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepated, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule F to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
DEPARTMENT/FUND 2013 2013 2013 2014
Housing and Community Development
General Fund $ 6,722,740  $ $ 6,409,290 $ 6,506,630
Civic Contributions Fund 6,750
Community Development Block Grant 10,593,510 13,533,240 11,819,450
Highway User Revenue Fund 275,000 275,000 217,700
HOME Investment Partnerships 6,564,420 5,177,510 6,290,470
Miscellaneous Housing Grants 4,650,420 3,283,440 5,991,060
Non-Federal Grants Fund 333,610 331,920 569,860
Non-Public Housing Assistance -0- 1,237,590 1,265,450
Asset Management

Other Federal Grants Fund 116,430 28,820 95,940
Public Housing AMP Fund 14,495,470 11,648,890 12,460,240
Public Housing Section 8 Fund 38,081,700 40,552,590 41,556,340

Department Total § 81,833,300 § 0- § 82,478290 $ 86,779,890
Human Resources
General Fund $ 2,021,700 $ $ 2,161,860 $ 2,178,060
Self Insurance Internal Service Fund 7,923,950 7,815,270 7,579,650

Department Total § 9,945,650 $ 0- § 9,977,130 $ 9,757,710
Information Technology
General Fund $ 18,660,810  § $ 18,842,540 §$ 17,539,670

Department Total § 18,660,810  § 0- § 18,842,540 $ 17,539,670
Parks and Recreation
General Fund $ 39,931,460 $ $ 38,033,770  $ 35,980,610
2000 General Obligation Fund 555,300 620,090 -0-
Capital Improvements Fund 7,972,300 1,418,460 1,006,100
Civic Contribution Fund 1,266,970 386,780 1,014,900
Development Fee Fund 3,213,700 2,127,680 1,544,800
Non-Federal Grant Fund 521,900 71,840 325,000
Other Federal Grants Fund 672,580 415,840 572,550

Department Total § 54,134,210  § 0- § 43,074,460 $ 40,443,960
Planning and Development Services
General Fund $ 7,568,640 $ $ 6,673,080 $ 7,247,040

Department Total § 7,568,640 $ 0- § 6,673,080 $ 7,247,040
Procurement
General Fund $ 3357450 $ $ 3,117,900 ¢ 3,124,200

Department Total § 3357450 $ 0- § 3,117,900 $ 3,124,200
Public Defender
General Fund $ 3,086,390 $ $ 2,994,650 $ 3,157,720

Department Total § 3,086,390 $ 0- § 2,994,650 $ 3,157,720

Includes actual expenditures/expenses tecognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus
estimated expenditures/expenses for the remainder of the fiscal year.

B-32



Schedule F to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
DEPARTMENT/FUND 2013 2013 2013 2014

Transportation
General Fund $ 7,142550 % $ 7224230 $ 2,184,600
2000 General Obligation Fund 600,000 600,000 -0-
2013 General Obligation Fund -0- -0- 19,800,000
Highway User Revenue Fund 46,655,470 41,751,230 35,049,430
Capital Improvements Fund 4,067,000 3,322,000 8,303,000
Development Fee Fund 5,593,620 4,631,220 3,621,100
Other Federal Grants 7,504,600 4,567,260 12,309,170
Mass Transit Fund 148,337,590 147,073,250 98,934,700
ParkWise Fund 4,024,810 3,678,510 5,704,600
Regional Transportation Authority 86,721,950 46,710,220 83,515,100
Self Insurance Internal Service Fund 850,000 1,350,000 2,200,000

Department Total $ 311,497,590 § 0- § 260,907,920 $ 271,621,700
Tucson City Golf
Golf Course Fund $ 6,557,380 $ $ 6,338,350 $ 6,562,590

Department Total $ 6,557,380 $ 0- § 6,338,350 $ 6,562,590
Tucson Convention Center
Convention Center Fund $ 5,552,760  § $ 5,514,660 $ 5,712,120
Capital Improvements Fund 1,000,000 1,000,000 -0-
Civic Contributions 5,000 439,090 30,000

Department Total $ 6,557,760 $ 0- § 6,953,750 $ 5,742,120
Tucson Fire
General Fund $ 83,845,450 § $ 84,651,120 $ 86,932,770
2000 General Obligation Fund 30,000 57,850 -0-
Capital Improvements Fund 4,049,600 4,210,530 831,600
Civic Contribution Fund 20,000 20,000 20,000
Development Fee Fund 4,400,000 -0- 3,260,000
Non-Federal Grants Fund 164,000 122,730 164,000
Other Federal Grants Fund 3,686,940 984,970 2,436,940
Self Insurance Internal Service Fund 348,320 347,970 377,960

Department Total § 96,544,310 $ 0- § 90,395,170  $ 94,023,270
Tucson Police
General Fund $ 140,536,270  § $ 143,540,150  $ 146,864,750
Civic Contribution Fund 32,170 131,220 134,120
Development Fee Fund -0- 1,390,970 -0-
Non-Federal Grants Fund 1,384,710 1,319,920 1,577,330
Other Federal Grants 13,148,930 11,223,000 13,866,500

Department Total § 155,102,080 § 0- § 157,605,260  $ 162,442,700
Tucson Water
Tucson Water Utility Fund $ 227,500,710 $ $ 214,799,920 $ 218,667,510

Department Total § 227,500,710 $ 0- § 214,799,920 $ 218,667,510

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepared, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule F to Resolution No. 22033

CITY OF TUCSON
Summary by Department of Expenditures/Expenses
Fiscal Year 2014
ADOPTED EXPENDITURE/
BUDGETED EXPENSE ACTUAL BUDGETED
EXPENDITURES/ ADJUSTMENTS EXPENDITURES/ EXPENDITURES/
EXPENSES APPROVED EXPENSES* EXPENSES
DEPARTMENT/FUND 2013 2013 2013 2014

Non-Departmental
General Fund $ 34,250,730 $ $ 43,042910 $ 39,563,610
2013 General Obligation Bond Fund -0- -0- 200,000
Capital Improvements Fund 1,750,000 3,150,000 -0-
Fleet Services Internal Service Fund 2,580 2,580 -0-
General Obligation Bond Debt 28,056,290 58,246,290 28,272,500

Service Fund

Highway User Revenue Fund 271,330 271,330 100,580
Other Federal Grants 900,000 947,370 947,370
Self Insurance Internal Service Fund 2,460,630 -0- 2,460,630
Special Assessments Fund 578,550 578,550 521,610
Street and Highway Bond 5,436,050 17,701,050 17,588,650

Debt Service Fund
Tucson Convention Center Fund 1,307,030 1,307,030 1,315,690
Department Total § 75,013,190 $ 0- § 125247110  $ 90,970,640

Pension Setvices

TSRS Pension Fund $ 68,177.960 $ $ 68,018,680 $ 69,955,150
Department Total § 68,177,960 $ 0- § 68,018,680 $ 69,955,150
TOTAL ALL DEPARTMENTS § 1,292,579,620 $ 0- § 1,259,996,550  $ 1,258,680,620

Includes actual expenditures/expenses recognized on the modified accrual or accrual basis as of the date the proposed budget was prepated, plus
estimated expenditures/expenses for the remainder of the fiscal year.
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Schedule G to Resolution No. 22033
CITY OF TUCSON
Summary of Full-Time Employees and Personnel Compensation

Fiscal Year 2014

Total Estimated

Full-Time Employee Salaries Personnel
Equivalent (FTE) and Hourly Costs Retirement Costs Healthcare Costs Other Benefit Costs Compensation
FUND 2014 2014 2014 2014 2014 2014
GENERAL FUND $ 326040 $ 187,769,140  $ 63,279,630 $ 28,163,840 § 18924220 = § 298,136,830
SPECIAL REVENUE FUNDS
Civic Contribution Fund $ -0- $ 68,660 $ 6,080 $ -0- $ 1,430 = § 76,170
Community Block Grants Fund 14.00 851,950 235,670 134,280 88,590 = 1,310,490
Highway User Revenue Fund 251.06 12,132,970 3,283,020 2,293,620 1,287,500 = 18,997,110
HOME Investment Partnerships 6.58 470,510 133,570 75,780 51,820 = 731,680
Program Fund
Mass Transit Fund 5.00 328,910 89,850 48,910 35400 = 503,070
Miscellaneous Housing Grants Fund 4.47 275,710 78,020 47,500 30,940 = 432,170
Non-Federal Grants Fund 10.00 465,640 161,890 48,030 31,490 = 707,050
Other Federal Grants Fund 114.24 6,847,440 2,337,450 695,420 378,530 = 10,258,840
ParkWise Fund 14.00 507,740 136,230 104,950 60,920 = 809,840
Public Housing Section 8 Fund 41.70 1,653,130 453,340 294,530 178,480 = 2,579,480
Tucson Convention Center Fund 44.50 1,760,940 352,770 180,870 189,930 = 2,484,510
Total Special Revenue Funds §$ 505.55 § 25,363,600 $ 7,267,890 $ 3923890 $ 2,335,030 = §$ 38,890,410
INTERNAL SERVICE FUNDS
Fleet Services Fund $ 96.00 $ 4,071,330 $ 1,100,410 $ 761,990 $ 481,670 = §$ 6,415,400
Self Insurance Fund 13.00 719,050 226,580 113,670 69,160 = 1,128,460
General Services Fund 132.00 6,258,200 1,708,250 1,132,670 762,720 = 9,861,840
Total Internal Service Funds § 241.00 $ 11,048,580 § 3,035,240 $ 2,008,330 $ 1,313,550 = §$ 17,405,700
ENTERPRISE FUNDS
Environmental Service Fund $ 222.00 $ 9,652,140 § 2,633,730 $ 2,110,500 § 1,151,710 = § 15,548,080
Tucson Golf Enterprise Fund 68.00 2,123,040 300,880 207,210 241,390 = 2,872,520
Tucson Water Utility Fund 547.00 25,852,500 6,924,940 4,688,700 2714110 = 40,180,250
Public Housing AMP Fund 64.65 2,711,180 795,240 524,660 292,550 = 4,323,630
Non-Public Housing Asset 4.95 183,370 41,610 45,350 18,810 = 289,140
Management Fund
Total Entetprise Funds §$ 906.60  $ 40,522,230 $ 10,696,400 $ 7,576,420 $ 4418570 = § 63,213,620
FIDUCIARY
Tucson Supplemental Retirement $ 4.00 $ 202,630 $ 54,190 $ 26,320 $ 21,810 = § 304,950
System
Total Fiduciary Funds § 400 $ 202,630 $ 54,190 $ 26,320 $ 21,810 = § 304,950
TOTAL ALL FUNDS § 491755 § 264,906,180 § 84,333,350 $ 41,698,800 $ 27,013,180 = §$ 417,951,510
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Section C
Funding Sources



GENERAL FUND

The General Fund is the chief operating fund of a state or local government. All of a government’s activities are
reported in the General Fund unless there is a compelling reason to report an activity in another fund. Compelling
reasons include certain Generally Accepted Accounting Principles requirements, specific legal requirements, or
requirements for financial administration.

The City of Tucson’s adopted General Fund revenues for Fiscal Year 2014 are $467.9 million, an increase of $20.5
million or 4.5% from the Fiscal Year 2013 adopted budget of $447.4 million.

General Fund Revenues
$467.9 million
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CITY BUSINESS PRIVILEGE (SALES) TAX

The Business Privilege Tax is a major source of revenue to the City and accounts for approximately 40.4% of the
anticipated General Fund revenue. Changes in the availability of this resource greatly impact the ability of the City
to provide general government services. Since Fiscal Year 2010, the City has seen a gradual increase to local sales
tax revenue. However, in eatly April the Arizona governor signed House Bill 2324 into law which prevents cities
from collecting commercial lease sales tax on lease arrangements between businesses that are owned by at least
80% of the same shareholders. The impact to the City from the legislation is currently estimated at $2.0 million.
This decrease in revenue is included in the Fiscal Year 2014 projection. After allowing for the reduction in sales
tax due to the legislation, the projected rate of growth from estimated Fiscal Year 2013 revenues to Fiscal Year
2014 is 2.4%, or $4.5 million.

The Tucson City Charter authorizes a 2% tax on taxable business activity transacted within the city limits. The tax
is imposed on 15 separate business activities. The charter exempts food purchased for home consumption, but
allows the taxation of food consumed in restaurants or carried out. The charter further provides that as long as the
city sales tax is imposed, no ad valorem tax shall be imposed on real or personal property within the city in excess
of $1.75 per $100 of assessed valuation.
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GENERAL FUND

The following graph illustrates the increase in business privilege tax since Fiscal Year 2010:

CITY BUSINESS PRIVILEGE TAX
(millions) $189.0
$184.6
$176.8
$166.6 $168.1 i
2010 2011 2012 2013 2014
Estimated Adopted
Fiscal Year

PRIMARY PROPERTY TAX
The City imposes a primary property tax on real and personal property located within the city limits. Revenues
from the primary property tax can be used to pay any expense legally chargeable to the General Fund.

The Arizona State Constitution limits the amount of ad valorem taxes levied by a city to an amount not to exceed
2% greater than the maximum allowable levy in the preceding year. This levy limitation permits additional taxes to
be levied on new or annexed property which may be taxed at the allowable rate computed for property taxed in the
preceding year. Property annexed by November 1 will be taxable in the following year. The Fiscal Year 2014
revenues reflect the 2% allowable increase.

The city also applies a state law that allows an increase to the primaty property tax levy by the amount of
involuntary torts or claims that were paid in Fiscal Year 2012. The involuntary tort levy amount is $3,213,750,
which increases the estimated primary tax rate by $0.1032 per $100 of assessed valuation. The additional revenue
from the primary property tax increase will be recognized in the Self-Insurance Internal Service Fund.

The estimated primary property tax, including the amount for the tort levy, for Fiscal Year 2014 is $16,333,360 or
$2.7 million more than the actual levy of $13,670,900 for Fiscal Year 2013. The tax rate for Fiscal Year 2014 will
increase to $0.5245 per $100 of assessed valuation from $0.4125 for Fiscal Year 2013. The city is required, under
the Truth in Taxation law, to notify taxpayers of its intention to increase primary property taxes over the previous
yeat’s levy, unless the amount increased is solely attributable to new construction and annexations.

Primary Tax Rate and Levy
FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Actual Actual Actual Actual Adopted
Primary Tax Rate $ 0.3144 % 03289 $ 0.4297 $ 04125 $ 0.5245
Primary Tax Levy*  $ 11,404,150 $ 12,063,167 $ 14,707,820 $ 13,670,900 $ 16,333,360
Valuation $ 3627276148 $ 3667565654 $ 3422592245 $ 3313878996 $ 3,114,079421

'Except for Fiscal Year 2010, the primary tax levy includes the amount for involuntary tort claims.
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GENERAL FUND

PUBLIC UTILITY TAX

The Tucson City Charter authorizes a tax on the gross sales by public utilities and telecommunication providers
that operate without a franchise to consumers within the city limits. The City changed the tax rate paid from 2%
to 4% beginning in Fiscal Year 2010. The tax is paid monthly on gross income with a provision allowing credit
against the public utility tax for any franchise fees paid to the City. The public utility tax is in addition to the 2%
city sales tax.

Under the terms of voter-approved franchises granted to Tucson Electric Power and Southwest Gas for use of
public rights-of-way, the city collects 2.25% on gross sales of electricity and 3.0% on natural gas consumed within
the city (1.5% is set aside for utility relocation reimbursements). Franchise fee payments received from Tucson
Electric Power and Southwest Gas reduces the public utility tax due from them.

Monies received from public utility taxes and utility franchise fees can be used to pay any expense legally
chargeable to the General Fund.

Estimated revenues from public utility taxes for Fiscal Year 2014 total $25.0 million. The forecast assumes a 3.6%
reduction from Fiscal Year 2013 estimated revenues of $25.9 million. The estimate for Fiscal Year 2013 includes a
one-time payment of $2.1 million due to findings from a tax audit.

PUBLIC UTILITY
(millions)
$25.3 $25.9 $25.0
$22.2
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j T T T T
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LCstimated Adopted
Fiscal Yecar

OTHER LOCAL TAXES

Other local taxes that the City imposes include use, transient occupancy, room, occupational, liquor and excise.
The use tax applies when goods are purchased from a retailer who does not collect sales tax. The Tucson City
Code authorizes a 6% transient occupancy tax on rooms rented for 30 days or less. In addition to the transient
occupancy tax, there is a daily hotel/motel surtax of $2.00 per rented room.

Estimated revenues from other local taxes not including public utility tax for Fiscal Year 2014 total $18.8 million.
The forecast assumes a 1.6% growth from Fiscal Year 2013 estimated revenues of $18.5 million.
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GENERAL FUND

STATE SHARED REVENUES

Cities and towns in Arizona receive a portion of revenues collected by the State of Arizona. The allocations for
these revenues are primarily based on U.S. Census population figures. The three state-shared revenues represent
26.2% of the General Fund budget. Revenues from these sources can be used for any general government activity.

For Fiscal Year 2014, the projected state-shated revenues are $122.1 million, representing a 7.1% increase from the
$114.0 million estimate for Fiscal Year 2013.

STATL SITARLD REVENULS
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LICENSES and PERMITS

Licenses and Permits revenues include revenue from various business licenses and sign and miscellaneous permits.
For Fiscal Year 2014, the projected licenses and permits revenues are $20.9 million, representing a slight decrease
from the $21.0 million estimate for Fiscal Year 2013. The slight reduction is due to the implementation of new
payment agreements for cable TV license fees.

LICENSES and PERMITS
(millions)
$21.8 §22.2 $22.4 $21.0 $20.9
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GENERAL FUND

FINES and FORFEITURES

This revenue is detived from fines for violations of state statutes and the Tucson City Code, and from forfeitures
collected by the Tucson Police Department and the City Attorney. Fines include driving under the influence and
other criminal misdemeanors, civil traffic violations, and parking violations.

Fines and penalty revenues are accounted for in both the General Fund and the Special Revenue Funds.
Forfeitures, which are accounted for in the General Fund, are restricted for specific law enforcement expenses.

The proposed Fiscal Year 2014 revenues of $13.2 million ate projected to increase $0.8 million from Fiscal Year
2013 estimated revenues of $12.4. The increase is mainly due to forfeiture and anti-racketeering reimbursements

for public safety.

FINES and FORFEITURES
(millions)
$14.1 $13.8 $13.0 $12.4 $13.2
2010 2011 2012 2013 2014
Estimated Adopted
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CHARGES for SERVICES

City departments may charge fees for a certain level of cost recovery. The Planning and Development Services
Department charges fees for permits and inspections, project planning and review, and zoning. The 