Update on the Fiscal Year 2016
General Fund Budget Process

and Decision Regarding
PSPRS Contribution

March 17, 2015
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Additional Revenues

* Annexations $2.1 million

e Property Taxes $124,910

e Additional Land Sale $5.0 million for a total of $9.0
million

e Administrative Indirect Fee $S1.6 million Increase from FY
2015 mainly due to reinstatement of HURF charge

e Tax Amnesty Program $1.0 million

» Collected approximately S800K during the last program which
ran from May 1, 2009 through June 30, 2009

e |ast chance before the State takes over the collection of sales
tax revenue
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Recommended
Funding Allocations

Civic Event Funding:

v’ Veteran’s Day S 8,000
v' Martin Luther King S 8,000
v" Cesar Chavez S 8,000
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Additional Recommended
Funding Allocations

 Pima Association of Governments S98,420*
e Victim Witness S24,900
e Downtown Tucson Partnership Business
Improvement District $365,000
e Metropolitan Education Commission $19,570
e Human Services RFPs Allocation S1,129,000

e Economic & Workforce Department RFPs $600,000

* Additional funding is also in the Tucson Water Department’s budget ($99,000)
and the Highway User Revenue Fund ($100,580)
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Visit Tucson
Revenue Sharing Plan

e Current amount designated to Visit Tucson is
33% of the Transient Occupancy Tax

e Visit Tucson will receive 50 % of the annual
combined transient occupancy and bed tax
collected above the FY 2015 amount (59.4
million)

* Any additional amounts would be paid the
following fiscal year
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Tucson-Pima Arts Council (TPAC)
Revenue Sharing Plan

e Continue annual allocation of $350,000

e TPAC will receive 10% of the annual combined
transient occupancy and bed tax collected
above the FY 2015 amount ($9.7 million)

o Staff will work with TPAC to set aside a portion
of the additional funds for maintenance of the
City’s public art

e Additional amount would be paid the following
fiscal year
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The FY 2016 General Fund
Proposed Budget will . . .

 Fund academies for the Fire and Police
Departments

* |Increase graffiti abatement

e Provide funding for Civic Events

e Retain the maintenance funding for city parks

e Open pools for the summer
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The FY 2016 Proposed
Budget will include . ..

e Updated information on medical/dental plan
design and/or premiums

e Changes which impact the city from the
approval of the State budget

e Revisions based on information from the State
Shared Revenue Report provide by the Arizona
League of Cities and Towns
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Public Safety Personnel
Retirement System (PSPRS)

 PSPRS provided a deadline of March 31,
2015 to determine the employer
contribution rate

e Employers have a fiduciary responsibility
to ensure their plan has sufficient financial
resources to provide the benefits earned
by the retirees

Al

el CITY OF Budget &
TUCSON Internal Audit Gk @

g™ ..p'
4 ey : o
Y f [Tl



PSPRS 3-year Phase-In

e The 3-year Phase-In (Step Up) Rates:
— Police rate of 52.95% based on current PSPRS actuarial assumptions
— Fire rate of 53.11% based on current PSPRS actuarial assumptions

* Impact to General Fund in FY 2016 is a $6.7 million increase
from the FY 2015 adopted budget

e General Fund public safety pension contribution for FY 2016 is
estimated at $51.3 million

e The impact of funding at the lower phase-in rate is a lower
cost for the first two years followed by 20 years of higher
costs.

— Net cost of phase-in for Police $15.2 million
— Net cost of phase-in for Fire $9.0 million
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PSPRS Calculated Rate

e Actuary Calculated Contribution Rate:
— Police rate of 64.94%
— Fire rate of 66.79%

* Impact to General Fund in FY 2016 is an $18.1
million increase from the FY 2015 adopted budget

e General Fund public safety pension contribution
for FY 2016 is estimated at $62.7 million
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Funding Option:
COPs Debt Restructuring

Pro’s:

e Provides for short-term working capital needs
e Conducive in a low interest rate environment

Con’s:

e Nonrecurring one-time fix

* Increases interest costs

e Reduces budget flexibility in future years

 May lead to rating agency downgrade which will increase
future borrowing costs

e Places today’s cost on tomorrow’s taxpayer
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Funding Option:
Use of Stabilization Fund

V4

Pro’s:

e Provides for short-term working capital needs

e May be appropriate to use for one-time expenditure

e Typically used by governments during recessionary times

Con’s:
* Nonrecurring one-time fix

* May lead to rating agency downgrade which will increase
future borrowing costs

e Reduces fund further below targeted levels per financial
policies

As of June 30, 2014, the stabilization fund is $22.8 million or 5.0% of revenues
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Funding Option:
Interfund Loan

Pro’s:
e Provides for short-term working capital needs

e Conducive in a low interest rate environment

Con’s:
 Nonrecurring one-time fix
 Reduces budget flexibility in future years

 May lead to rating agency downgrade which will increase
future borrowing costs

e Places today’s cost on tomorrow’s taxpayer

* The lending fund would need to be able to afford the loan without negative
impact on their operations such as requiring an increase to customer rates
 The General Fund fund balance would be negatively impacted as loan proceeds
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Additional Options Considered
Need Voter Authorization

e COPs Sale/Leaseback — Operations
e Pension Obligation Bonds
 Designated Sales Tax
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Potential Funding Approach
for Phase-In

 Fund the public safety pension plans under the 3 year
phase-in option (Fire 55.11%; Police 52.95%)

e Use the stabilization fund or “Rainy Day Fund” to cover a
portion of the increase

e Vehicle impound fees remaining after the payment of the
towing vendor and Police staff along with the remaining
reserve at the end of FY 2015 will offset a portion of the
Police annual pension obligation (approximately S3
million)

e Land proceeds of S5 million will be paid to PSPRS upon
settlement of eastside property
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Replenishing the

Stabilization Fund
e The amount used will be paid back during FY17-FY21

e Each fiscal year the replenishment amount will be
budgeted until the full amount is repaid

e Revenues received over the adopted budget amount will
go to the stabilization fund until the full amount is repaid

e Interest savings from Certificate of Participations
refundings and premiums earned will go to the
stabilization fund until it meets policy levels

* Financial policies will be updated to document the
replenishment plan
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FY 2016 Preliminary
General Fund Expenditure Budget

Actual Contribution Rate
Expenditures $505.3 million

Phase-In Rate
Expenditures S494.1 million
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Budget Calendar

e April 7
— Study Session: Significant capital
Improvement projects

— Study Session: Mass Transit 5-year Financial
Plan

e April 21

— City Manager’s Recommended Budget
including the 5-year Capital Improvement
Plan to Mayor and Council
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Budget Calendar

(continued)

* May5
— Study Session: Park Tucson 5-year financial plan
— Study Session: Discussion of Recommended Budget

— Regular Agenda: Public Hearing on Recommended
Budget

* May 19
— Study Session: Pima Animal Care and Jail Board
Intergovernmental Agreements
— Study Session: Discussion of Recommended Budget
— Regular Agenda: Adoption of a Tentative Budget
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Budget Calendar

(continued)

e June 9

— Public Hearing: (Truth in Taxation) on primary
property tax rate

— Public Hearing: Tentatively Adopt FY 2016 Budget

— Special Mayor and Council meeting: Final budget
adoption

e June 1/
— Regular Agenda: Adoption of property tax levies
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