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CITY OF
TUCSON

OFFICE OF THE
Crry MANAGER

December 13, 2013

Honorable Mayor and Council Members and Citizens of the City of Tucson, Arizona:
Formal Transmittal

I am pleased to submit the Comprehensive Annual Financial Report (CAFR) for the
City of Tucson, Arizona (City) for the fiscal year ended June 30, 2013, as required by
Chapter XXIX of the City Charter. The CAFR was prepared in accordance with
accounting principles generally accepted in the United States of America.

City management is responsible for both the accuracy of the data and the
completeness and fairness of the presentations, including all disclosures. To provide a
reasonable basis for making these representations, the City has established a
comprehensive internal control framework that is designed both to protect the
government’s assets from loss, theft, or misuse and to provide reasonable rather than
absolute assurance that the financial statements will be free of material misstatement.
To the best of our knowledge and belief, the enclosed data is accurate in all material
respects and is reported in a manner designed to present fairly the financial position
and results of operations of the various funds and component units of the City. All
disclosures necessary to enable the reader to gain an understanding of the City's
financial activities have been included.

Management’s Discussion and Analysis (MD&A) beginning on page 3 provides a
narrative introduction, overview, and analysis of the basic financial statements. This
transmittal letter is designed to complement the MD&A and should be read in
conjunction with it.

Independent Audits

The City Charter requires an annual independent audit. The City engaged
CliftonLarsonAllen LLP to express an opinion on the financial statements based on
their audit. The goal of the independent audit was to provide reasonable assurance
that the financial statements are free of material misstatement. The audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement
presentation. The independent auditor’s report is presented as the first component of
the financial section of this report. CliftonLarsonAllen LLP also audited the City’s
federal financial assistance program, complying with the provisions of the Single
Audit Act and U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. The Single Audit report is
published separately from this report and is available upon request.

City Profile

Permanent settlements were built in Tucson nearly 2,000 years ago by the Hohokam
people. More than 300 years after Tucson’s founding as a mission site, the City
continues to grow and celebrate its diverse cultural influences. Tucson is Southern
Arizona’s largest city and the second largest city in the State of Arizona. It is located



100 miles southeast of Phoenix and 60 miles north of the U.S.-Mexico border. It is
the home of the University of Arizona and Davis-Monthan Air Force Base.

The City was incorporated on February 7, 1887, under the provisions of Article 13,
Sections 1 through 6 of the Constitution of Arizona and Title 9 of the Arizona Revised
Statutes. The City operates under a Council-Manager form of government. All funds
and entities related to the City are controlled by the Mayor and Council and are
included in the basic financial statements. These funds and entities provide a full
range of services including General Government, Police, Fire, Environmental
Services, Transportation, Parks and Recreation, Golf, and Water.

Budget System and Controls

Tucson, like all cities in the State of Arizona, is subject to budget and related legal
requirements. Article IX, Section 20(1) of the Arizona Constitution sets 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. This limitation
is based on the City’s actual expenditures incurred during 1979-80 adjusted to reflect
subsequent inflation and population growth. Under State statutes, the City must either
use the State’s expenditure limitation or follow an alternative expenditure limitation
option which must be voter-approved. The City’s current limitation amount includes
two voter approved increases to the base. In November 1981, the voters passed an
$800,000 increase and in November 1987, the voters approved a $46.9 million
permanent base increase to the base limitation. A new permanent adjustment of $50
million was approved by voters during the November 2013 election. This will be
effective for fiscal year 2015.

Legal control over the budget derives from state statutes that prohibit the City from
exceeding the budget by purpose. The City of Tucson defines “purpose” as a series of
departments and offices organized into the following six program categories: Elected
and Official, Public Safety/Neighborhood Services, Operations and Development,
Support Services, Non-Departmental, and Pension Services. The budget office and
the City Manager or designee can authorize transfers within program categories and
Mayor and Council authorize transfers between program categories as long as State
set spending limitations are not violated. Additional information is provided in the
notes to the basic financial statements.

Financial Policies

The City has adopted a comprehensive set of financial policies that incorporate a wide
range of topics including fiscal and financial planning, budgetary planning, capital
management, expenditure control, fund balance, revenues and collections, cash
management and investments, reporting, and debt management. The financial goals
are broad and will help the City improve service delivery at the most cost-effective
basis, maintain an adequate financial base to sustain our service ability in spite of
local or regional economic fluctuations, and ensure adherence to the highest
accounting and management practices.

The Fund Balance policy established a stabilization fund that represents no less than
10% of general fund revenues as “Committed Fund Balance” with established

restrictions on how it can be used. A minimum target of 7% of general fund revenues
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will be “Unassigned” to help provide additional stability during cyclical changes in
the economy. Funds in excess of this minimum target will be available to supplement
City recurring requirements. Currently, our unassigned fund balance represents 2.9%
of general fund revenues and the committed fund balance for the stabilization fund is
5.2%. Mayor and Council and City management are working to meet the established
goals.

Assessing Economic Condition

As a region, the Intermountain West Metropolitan Region (Region)' has continued its
steady economic recovery in step with the rest of the country. Within the Region,
Tucson’s economic recovery continues to be steady and ranks in the middle when
comparing employment, unemployment, output, and housing prices with other cities
in the Region. Employment in Tucson remained flat with construction showing job
gains due to a rebound in housing construction. Tucson’s unemployment rate fell
steadily over the past year to 7.0% which ranks solidly below the national average of
7.4%.

Tucson’s gross metropolitan product or output accelerated throughout the year, which
led the Region and the nation. Although output growth has shown steady
improvement, it is still 2.4% below pre-recession levels. The Region’s home price
increases beat the national averages for most of the year. Tucson ranked among the
top performers in the Region, but slowed over the last two quarters of the year.
Tucson is still far below its pre-recession pricing levels.

The improving economy is having a positive impact on the general fund’s major
revenue sources. The City’s sales tax revenue, which represents 40.4% of general
fund revenues, increased 3% or $6.1 million over fiscal year 2012. State shared sales
tax revenue, which represents about 9.3% of general fund revenues, increased 4.8% or
$1.9 million and Shared State income tax increased 1.9% or $8.5 million over fiscal
year 2012. Fiscal year 2013 City sales tax and State shared sales tax were 10% and
15%, respectively, below 2007 levels and State shared income tax was 30% below
fiscal year 2009 (2007 revenue collections) levels.

Long-Term Planning

The long-term outlook for the Tucson economy is very positive. According to the
University of Arizona Eller College of Management Arizona’s Economy Economic
and Business Research Center personal income increases are projected to average
about 6.7%, population increases about 1.4%, employment increases about 2.3%, and
projected retail sales increases about 4.1% per year over the next 5 years.

Based on moderate revenue growth for fiscal year 2014, City sales tax and state
shared sales tax are projected to increase 3.4% and 4.2%, respectively, over fiscal year
2013 budget. State shared income tax revenues, which are based on the 2011 tax year,
will increase by 9% over the prior year budget. Though revenues are rising, the City
still has not recovered the revenue levels from fiscal year 2007.

Y7o provide context to assessing the economic condition, the City of Tucson is included in the
Intermountain West Metropolitan area for comparison purposes, which includes Albuquerque NM, Boise
ID, Colorado Springs CO, Denver CO, Las Vegas NV, Ogden UT, Phoenix, AZ, and Provo UT.
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While fiscal year 2014 recurring revenues are projected to increase by about 4%,
expenditures are projected to increase by 7%. This imbalance is tied to increases in
salaries, overtime, public safety pension costs, technology needs, election costs and
mass transit costs. Since current 5-year projections show a strong potential for this
imbalance to continue, management will work with Mayor and Council to implement
a sustainable blend of revenues and cost-decreasing initiatives.

The City has used many strategies to address with these budget challenges; some
resulted in options that are not sustainable in the long run. One new approach that
will be started for fiscal year 2015 for the general fund, highway user fund and the
internal service funds is Priority-Driven Budgeting. This strategy will focus on the
revenues we have and using them in the most productive way. An inventory of
programs and services will be developed by City staff and prioritized. The prioritized
list of programs will be the basis of the City Manager’s recommended budget. The
final budget is adopted by Mayor and Council. The goal is to provide services that the
City can afford with cost structures and business practices that are prudent for the
long-term.

Tucson voters approved Plan Tucson, the City’s General and Sustainability Plan. Plan
Tucson is a long-term policy document intended to provide a vision and future
direction for the City in areas such as economic development, housing, water, historic
preservation, transportation, and land use. Plan Tucson will provide the basis of an
Annual Work Program. The Annual Work Program will establish Mayor and Council
priorities for intermediate (1-3 years) objectives on which City government will focus.
Once established, these priorities will form the development of the Operating and
Capital Budgets and the allocation of resources on an annual basis.

The City is subject to the State-imposed expenditure limitation that limits the amount
of money the City is allowed to spend during a fiscal budget year. By the budget year
that begins July 1, 2015, the City’s actual revenues are anticipated to exceed its
current spending limit as calculated under the State-imposed limit. This could restrict
the City’s ability to spend these revenues on needed City services and infrastructure.
This November, the voters approved the permanent base increase to allow the City to
continue to provide the services it currently provides to its residents by adjusting its
spending limit to accommodate the revenues the City is actually receiving.

Major Initiatives

The City of Tucson has a renewed focus on economic development, including
investment in the streetcar and downtown development, establishment of a new
economic development program, improvement of transportation corridors to
incentivize property revitalization, and the creation of a strong incentive package to
grow the local economy and improve City revenues over time. Since the beginning of
the streetcar project over 500 construction jobs have been created, over 1,500 new
housing units started, new restaurant, bars and cafes started along the route, and about
$800 million invested from the private sector.

Annexation continues to be a high priority to increase the City’s revenue base and
bring new development into City limits. With a large unincorporated area
surrounding Tucson, the City misses the opportunity to collect millions of dollars of
state shared revenue. The City is focused on delivering the highest levels of service to
encourage annexation of residents and businesses.
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The City of Tucson Environmental Services (ES) department unveiled the first trash
and recycling collection vehicles powered by compressed natural gas (CNG) in the
City. At a time when fleets are scrambling to keep up with the cost of petroleum,
maintenance, and the rising cost of keeping vehicles on the road, ES is committed to
converting its diesel fueled fleet to a sustainable, cleaner, and money-saving
alternative fuel. By the end of fiscal year 2014, ES will purchase 28 CNG power
collection trucks and will convert 90% of its fleet within five years. The benefits will
be lower fuel costs, lower maintenance costs, and reduced carbon emissions and noise
pollution.

Awards and Acknowledgements

The Government Finance Officers Association of the United States and Canada
(GFOA) awarded a Certificate of Achievement for Excellence in Financial Reporting
to the City for its CAFR for the fiscal year ended June 30, 2012. The Certificate of
Achievement is a prestigious national award recognizing conformance with the
highest standards for preparation of state and local government financial reports. In
order to be awarded a Certificate of Achievement, a governmental unit must publish
an easily readable and efficiently organized CAFR, whose contents conform to
program standards. Such a CAFR must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. The City has
received a Certificate of Achievement for the last 31 consecutive years (fiscal years
ended 1982 through 2012). We believe our current report continues to conform to
Certificate of Achievement program requirements, and we are submitting it to GFOA
to determine its eligibility for another award.

A special word of appreciation is due to Shane Oman, Finance Manager; Kristie Ellis,
Principal Accountant; Aaron Williams, CPA, Principal Accountant; and Michael
Mason, CPA, Finance Administrator; and to the entire accounting staff who prepared
this CAFR.

Patrick Riesen Kayci Cagle Colin Rinne Linda Guerrero
Matt Hawk Guy Kuawu David Roels Susan Spiess
Valerie Sparks Claudia Aguero

Acknowledgment should also be made for the helpful suggestions received from
members of the Mayor and Council, the Office of the City Manager and the willing
cooperation of staff in other City departments for providing data to prepare this report.

Respectfully submitted,

Rt

Kelly Gottschalk, CPA
Chief Financial Officer
Assistant City Manager

KG:MM:jlw






City of Tucson Ofhicials

As of June 30, 2013

Mayor and Council

HONORABLE REGINA ROMERO PAUL CUNNINGHAM KARIN UHLICH
JONATHAN ROTHSCHILD Ward One Ward Two Ward Three
Mayor

SHIRLEY SCOTT RICHARD FIMBRES STEVE KOZACHIK
Ward Four Ward Five Ward Six

City Administration

RICHARD MIRANDA
City Manager

KELLY GOTTSCHALK
Assistant City Manager/
Chief Financial Officer

SILVIA AMPARANO
Interim Finance Director

MICHAEL MASON
Finance Administrator

xi



CITY OF TUCSON
ORGANIZATION CHART
FISCAL YEAR 2013

Citizens

Mayor and Council

v

| CityClerk |} {

City Manager

—

City Attorney

Deputy City Manager
Public Safety/
Neighborhood Services

Assistant City Manager
Operations

Assistant City Manager/
Chief Financial Officer

Support Services

Budget and Internal Audit

Police Tucson Water Planning and
Development Services
Fire Environmental Services Zoning Examiner

Human Resources

Emergency Management

General Services Economic Initiatives

Information Technology

Housing and
Community
Development

Conservation and
Sustainable Development

Policy Development
and Management

Procurement

City Court

Intergovernmental

Annexation .
Relations

Real Estate

Parks and Recreation

Communications/

Transportation Public Information

I— Golf

Finance

\— Modern Streetcar

Public Defender

Tucson Convention
Center

Equal Opportunity
Programs and
Independent Police

Review

Xii

Debt Management

Long-Range
Financial Planning




®

Government Finance Officers
Association

Certificate of
Achievement
for
Excellence In
Financial
Reporting

Presented to

City of Tucson
Arizona

For its Comprehensive
Annual Financial Report
for the Fiscal Year Ended

June 30, 2012

Gy #

Executive Director/CEO

xiii







CITY OF TUCSON, ARIZONA

Financial Section

uolag jedURUL









CITY OF TUCSON, ARIZONA

Management’s Discussion
and Analysis

sisAjeuy pue
uoIssnasiq s juswabeue|y



CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

INTRODUCTION

The Management’s Discussion and Analysis (MD&A) section of the City’'s Comprehensive Annual Financial Report
(CAFR) presents discussion and analysis of the City’'s financial performance during the fiscal year that ended on
June 30, 2013. Please read it in conjunction with the transmittal letter at the beginning of the CAFR and the City’'s
financial statements which immediately follow this section. The purpose of the MD&A is to (1) focus on significant
financial issues, (2) provide an overview of the City’'s financial activity, (3) identify changes in the City’s financial
position, (4) identify any individual fund issues or concerns, and (5) provide descriptions of significant asset and
debt activity.

FINANCIAL HIGHLIGHTS

The City’s financial position improved over last fiscal year due primarily to the business-type activities. The
highlights are explained below:

e At fiscal year end, the City’s assets and deferred outflows exceeded its liabilities and deferred inflows by $2.4
billion—reported as net position. Assets and deferred outflows totaled $3.9 billion while liabilities and deferred
inflows were $1.5 billion.

e Total net position increased by $131.2 million over last fiscal year. Governmental activities increased $97.6
million, while business-type activities increased $33.6 million. The net investment in capital assets increased
$119.1 million and restricted net position increased $24.7 million. For the business-type activities, net
investment in capital assets increased $18.9 million and the unrestricted deficit improved with a decrease of
$13.1 million. For governmental activities, net investment in capital increased $100.2 million, Restricted
increased $23.1 million, and unrestricted decreased $25.7 million.

e The pooled cash and investments for the governmental and business-type activities both increased $9.4 million
each.

e The City’s governmental funds reported a combined fund balance of $150.1 million, an increase of $7.9 million
from last fiscal year. The General Fund fund balance decreased $8.0 million and the Non-Major fund balance
increased $16.1 million.

e The General Fund reported a fund balance of $54.4 million, which represents an $8.0 million decrease over last
fiscal year. The non-spendable fund balance increased $5.1, the assigned fund balance decreased $16.4
million and the unassigned fund balance increased $4.1 million over last fiscal year.

e The City implemented two Governmental Accounting Standard Board pronouncements that required the
restatement of beginning net position for fiscal year 2012, which decreased Governmental activities net position
by $7.8 million and business-type activities by $4.5 million. See Note 18 for additional information.



CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

OVERVIEW OF FINANCIAL STATEMENTS

Required Components of Annual Financial Report

Figure 1
Management'’s Discussion & Analysis Basic Financial Statements
I
I

I | . _

Government-wide Fund Financial Statements Notes to the Financial
Financial Statements Statements
Summary » Detail

This annual report consists of a series of financial statements that are categorized as either government-wide
financial statements or fund financial statements. The government-wide financial statements include the Statement
of Net Position and the Statement of Activities, which provide information about the activities of the City as a whole
and present a long-term view of the City’s finances. The fund financial statements represent how services were
financed in the short-term as well as what remains for future spending. Fund financial statements also report the
City’s operations in more detail than the government-wide financial statements by providing information about the
City’s most significant funds. Also included in the fund financial statements are the fiduciary funds. These include
financial information about activities for which the City acts solely as a trustee or agent for the benefit of those
outside the government. Finally, the notes to the financial statements should be read in conjunction with the
financial statements as they are an integral part to fully understand the statements.

Basic Financial Statements

The Basic Financial Statements section contains two types of statements that present financial data in different
manners. The first two statements represent the government-wide financial statements, which provide short and
long-term information about the City’s overall financial status comparable to a private-sector business. Following
the government-wide statements are the fund financial statements which provide a short-term view of the City's
operations at a more detailed level.

The financial statements also include notes that provide more detailed data for some of the figures in the financial
statements. The statements are followed by the “Required Supplementary Information” section that provides
budgetary analysis for the major governmental funds. The “Combining Statements and Individual Fund Statements
and Schedules” section presents combining statements for non-major governmental funds, non-major enterprise
funds, and non-major internal service funds, along with budget to actual comparisons for individual funds.

Government-wide Financial Statements

The government-wide financial statements report information about the City as a whole using accounting methods
similar to those used by private-sector companies. The Statement of Net Position (pg. 17) includes all of the
government’s assets, deferred outflows, liabilities and deferred inflows. The Statement of Activities (pg. 18)
includes all revenues and expenses regardless of when cash is received or dispersed. These two statements
report the City’s net position and its change during the fiscal year. Net position, the residual amount of assets and
deferred outflows less liabilities and deferred inflows, is one way to measure financial health. An increase of net
position shows financial improvement, while a decrease indicates financial decline.



CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

To assess the overall health of the City, additional non-financial factors, such as changes in bond ratings, changes
in the City’s property tax base, projected business privilege tax collection trends, and the condition of the City’s
infrastructure are also considered.

There are two types of activities in the government-wide financial statements. The first activity, governmental,
represents most of the City's basic services such as police, fire, transportation, and parks. Business privilege
taxes, property taxes, state revenue sharing, fines, customer service fees, grants and contributions from agencies
finance most of these activities. The second activity, business-type, or enterprise funds, represents those areas in
which the City charges fees to customers to cover the costs of certain services it provides. The City’'s enterprise
funds are Environmental Services, Water Utility, Tucson Golf Enterprise, Non-Public Housing Asset (PHA)
Management, and Public Housing Asset Management Properties (AMP).

Fund Financial Statements

The fund financial statements provide more detailed information about the City’s major and non-major funds rather
than the City as a whole. Funds are groups of related accounts used to maintain control over resources that have
been segregated for specific activities or purposes. The funds have specific funding sources and
expenditures/expenses for particular programs. Some funds are required by state law or by bond covenants, while
Mayor and Council establish other funds for management purposes.

There are three types of fund financial statements: governmental, proprietary, and fiduciary. As described below,
the governmental fund statements use a different accounting approach from the proprietary and fiduciary
statements.

e Governmental fund statements (pgs. 20-23) disclose how general government services, such as police, fire,
transportation, and parks and recreation, were financed in the short-term as well as what remains for future
expenditures. These funds are reported using the modified accrual basis of accounting, which measures cash
and all other financial assets that can readily be converted to cash. Consequently, the governmental fund
statements provide a detailed short-term view that helps determine whether there are more or fewer financial
resources that can be spent in the near future to finance the City's programs. The relationship (or differences)
between governmental activities, reported in the government-wide financial statements, and governmental
funds is provided in a reconciliation following the respective fund financial statements. Reconciling items
include: converting fund capital expenditures to capital assets, reducing long-term debt by debt service principal
expenditures, and establishing liabilities for issuing new debt such as bonds and capital leases.

e Proprietary fund statements (pgs.24-27) report revenues from fees charged to customers for services provided
by the City and are reported in the same manner as the government-wide financial statements. Because both
types of statements adhere to the full accrual basis of accounting standards, the total enterprise column on the
Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net Position for
proprietary funds provides the same financial information as the business-type activity columns in the
government-wide financial statements. In addition, a Statement of Cash Flows is provided. Internal service
funds are combined into a single column on these statements, and they are reported as part of both the
governmental and business-type activities in the government-wide financial statements.

e Fiduciary fund statements (pgs. 28-29) represent funds for which the City acts as a trustee. Like the proprietary
funds, they follow the standards for full accrual basis of accounting. The City is responsible for ensuring that
the assets reported in these funds are used for their intended purposes. These activities are excluded from the
City’'s government-wide financial statements because the City cannot use these assets to finance its
operations.
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FINANCIAL ANALYSIS OF THE CITY AS A WHOLE

The combined net position for the City increased 5.7% over the course of the year to $2.4 billion. Governmental
activities contributed $97.5 million of the increase, while business-type net position increased $33.6 million. As
shown in Figure 2, the largest component of net position represents the City's investment in capital assets, i.e.,
land, buildings, equipment and infrastructure, net of accumulated depreciation and related debt. The second
largest component of net position represents restricted net position, the use of which is restricted by external
sources such as debt covenants, enabling legislation or grant stipulations. The final component of net position is
unrestricted.

The change in net position for Governmental Activities was largely due to an increase of $100.2 million in net
investment in capital assets, and $23.1 million increase in restricted net position. The increase in net invested in
capital assets is due to a net increase in construction-in-progress assets of $112.2 million, mainly related to the
Modern Streetcar project. The increase in restricted net position is primarily due to unspent new GO bond
proceeds of $20 million for street improvements and a net increase of $6.5 million in the Development Fee Fund
(impact fees).

Also in the Governmental Activities, the decrease of $24.9 million in the unrestricted net position is largely due to
the addition of a long-term liability due to the Rio Nuevo Improvement District based on a settlement agreement
between the City and the District. Annual payments will be made through fiscal year 2050.

The change in net position for Business-type activities is due to an increase of $18.9 million in net investment in
capital assets and a $13.1 million reduction in the unrestricted deficit. The $18.9 million increase is due to capital
asset activity exceeding debt activity mostly in the Water Utility fund. The $13.1 million decrease in the unrestricted
deficit is primarily due to the continued improvement in working capital (current assets minus current liabilities) of
both Environmental Services and Water Utility funds.

Figure 2 is a comparative summary of the City’s net position* for fiscal years 2013 and 2012:

Net Position
Governmental Activities Business-type Activities
2013 2012 2013 2012

Current and Other Assets $ 323,542,465 | $ 325,740,493 | $ 207,382,695 | $ 200,289,653 | $ 530,925,160 [ $ 526,030,146
Capital Assets 2,031,745,733 | 1,935,300,654 | 1,322,843,476 | 1,280,628,506 | 3,354,589,209 3,215,929,160
Deferred Outflows 10,920,209 10,753,490 14,391,845 10,353,467 25,312,054 21,106,957
Total Assets and Deferred Outflows 2,366,208,407 | 2,271,794,637 | 1,544,618,016 [ 1,491,271,626 | 3,910,826,423 3,763,066,263
Current and Other Liabilities 149,765,382 162,794,263 71,415,932 70,397,764 221,181,314 233,192,027
Long-term Liabilities 624,820,157 614,926,289 | 585,265,165 | 569,549,740 | 1,210,085,322 1,184,476,029
Deferred Inflows 88,466 88,265 63,584,034 60,578,802 63,672,500 60,667,067
Total Liabilities and Deferred Inflows 774,674,005 777,808,817 | 720,265,131 | 700,526,306 | 1,494,939,136 1,478,335,123

Net Position:
Net Investment in Capital Assets 1,450,248,757 | 1,350,013,946 | 788,089,044 [ 769,213,845 | 2,238,337,801 2,119,227,791
Restricted 141,695,269 118,633,469 37,933,738 36,339,552 179,629,007 154,973,021
Unrestricted (Deficit) (409,624) 25,338,405 (1,669,897)[  (14,808,077) (2,079,521) 10,530,328
Total net position $1,591,534,402 | $1,493,985,820 | $ 824,352,885 | $ 790,745,320 | $2,415,887,287 | $ 2,284,731,140

* The net position for fiscal year 2012 is restated. See Note 18 “New Governmental Accounting Standards Board (GASB) Pronouncements.




CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

Figure 3 shows condensed financial information derived from the government-wide Statement of Activities (pg. 18)

and reflects how the City’s net position changed during the course of the fiscal year:

Changes in Net Position

Governmental Activities

Business-type Activities

2013 2012 2013 2012
Revenues:
Program Revenues:
Charges for Senices $ 104,657,361 | $ 101,354,212 | $ 218,755,060 | $ 213,330,457 | $ 323,412,421 | $ 314,684,669
Operating Grants and Contributions 131,713,221 118,671,770 6,511,555 6,876,004 138,224,776 | 125,547,774
Capital Grants and Contributions 153,546,244 122,030,260 9,214,121 11,214,120 162,760,365 | 133,244,380
Total Program Revenues 389,916,826 342,056,242 | 234,480,736 231,420,581 624,397,562 | 573,476,823
General Revenues:
Taxes:
Property 41,787,498 39,869,881 41,787,498 39,869,881
Business Privilege 189,238,160 182,474,594 189,238,160 182,474,594
Public Utility 26,717,576 22,175,162 26,717,576 22,175,162
Hotel/Transient Occupancy 12,217,409 12,411,247 12,217,409 12,411,247
Occupational 102,559 84,690 102,559 84,690
Liquor 749,027 743,322 749,027 743,322
Unrestricted Grants and Contributions 115,792,652 105,988,454 115,792,652 | 105,988,454
Investment Income (Loss) 227,689 916,820 1,226,119 1,739,089 1,453,808 2,655,909
Miscellaneous 5,756,461 3,860,697 5,756,461 3,860,697
Total General Revenues 392,589,031 368,524,867 1,226,119 1,739,089 393,815,150 | 370,263,956
Total Revenues 782,505,857 710,581,109 | 235,706,855 233,159,670 | 1,018,212,712 | 943,740,779
Expenses:
Elected and Official 22,380,772 22,496,102 22,380,772 22,496,102
Support Senices 39,001,414 35,731,959 39,001,414 35,731,959
Public Safety/Neighborhood Senices 373,619,042 394,160,731 373,619,042 | 394,160,731
Operations and Development 170,562,802 116,493,026 170,562,802 | 116,493,026
Non-Departmental 45,134,817 25,984,296 45,134,817 25,984,296
Interest on Long-term Debt 30,428,436 32,242,741 30,428,436 32,242,741
Fiscal Agent and Other 2,419,872 58,676 2,419,872 58,676
Public Housing AMP 11,866,322 11,062,401 11,866,322 11,062,401
Non-PHA Asset Management 1,409,258 1,120,698 1,409,258 1,120,698
Environmental Senices 44,760,999 48,122,885 44,760,999 48,122,885
Tucson Golf Enterprise Fund 6,650,603 7,371,311 6,650,603 7,371,311
Water Utility 138,822,228 140,597,834 138,822,228 | 140,597,834
Total Expenses 683,547,155 627,167,531 203,509,410 208,275,129 887,056,565 | 835,442,660
Changes in Net Position before Transfers 98,958,702 83,413,578 32,197,445 24,884,541 131,156,147 | 108,298,119
Transfers (1,410,120) (9,228,249 1,410,120 9,228,249
Changes in Net Position $ 97548582 | $ 74,185,329 | $ 33,607,565 |$ 34,112,790 | $ 131,156,147 | $ 108,298,119




CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

Governmental Activities

Total expenses for governmental activities for fiscal year 2013 were $683.5 million, which was a $56.4 million
increase from fiscal year 2012. Program revenues, including charges for services and restricted grants or
contributions, covered 57% of these costs. General revenues covered the remaining 43% of governmental costs.
Components of general revenues include taxes, unrestricted grants and contributions and miscellaneous revenues.

The significant changes in program revenues were due to an increase of $31.9 million in Capital Grants and
Contributions which is a result of accelerated spending on the Modern Streetcar project.

The following chart depicts both program and general revenues generated by governmental activities for fiscal year
2013:

Governmental Activities-Revenue Sources
For the Fiscal Year Ended June 30, 2013
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CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

Net expenses (program revenues less expenses) generated from governmental activities are presented by function
in Figure 4 below to illustrate how much support each function receives from the City’s general revenues:

Net Expense/Revenue-Governmental Activities Fgure 4
2013 2012

Function* Net (Exp)/Rev Percentage Net (Exp)/Rev Percentage

Elected and Official $ (20,267,212) 7%| $ (19,805,419) 7%
Support Senices (9,594,879) 3% (2,523,432) 1%
Public Safety/Neighborhood Senvices (247,694,085) 84% (270,896,631) 95%
Operations and Development 59,281,052 -20% 63,799,123 -22%
Non-Departmental (42,506,897) 15% (23,383,513) 8%
Interest (30,428,436) 10% (32,242,741) 11%
Fiscal Agent Fees and Other (2,419,872) 1% (58,676) 0%
Total Net Expense $  (293,630,329) 100%| $  (285,111,289) 100%

*A re-classification of some departments in fiscal year 2013 for Public Safety/Neighborhood Services and Operations and Development results
in different figures presented here than in the fiscal year 2012 CAFR. Total net expense remains the same.

In Governmental Activities, the largest user of resources is Public Safety/Neighborhood Services, which includes
expenses for Police, Fire, Courts, Parks and Recreation, Housing and Community Development, and Convention
Center departments. The following chart illustrates the break out of expenses within Public Safety/Neighborhood

Services:

Neighborhood Services Expenses by Department
For Fiscal Year ended June 30, 2013
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CITY OF TUCSON, ARIZONA
MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

Business-type Activities

The following funds comprise the Business-type Activities: Water Utility, Environmental Services, Tucson Golf
Enterprise, Public Housing Asset Management Properties (AMP) and Non-PHA Asset Management. The
Environmental Services Fund and the Water Utility Fund are major funds for the City’s business-type (or enterprise)
activity. In fiscal year 2013 the business-type net position increased $33.6 million. Net investment in capital assets
increased $18.9 million and the unrestricted net position deficit decreased $13.1 million. The largest changes were
an increase of $17.9 to the net investment in capital assets in the Water Utility fund, and a $5.8 million decrease to
the unrestricted deficit in the Environmental Services fund. Similarly the Water Utility fund added $3.6 million to its
unrestricted net position. The positive changes to the unrestricted net position is due to continued increases in the
Water Utility and the Environmental Services funds working capital (current assets minus current liabilities).

Water Utility Revenues

Total operating revenues increased by $7.2 million. Central Arizona Project (CAP) water surcharge rates were
restructured in fiscal year 2013 to fully recover the cost of CAP water purchases, which resulted in an increase of
CAP surcharge revenue of $12.1 million. This was offset by a decrease in metered water sales (potable water) of
$4.3 million. The decrease in metered sales revenue is a result of slightly decreased rates established in fiscal
year 2013 for the first tier of volume usage.

Water Utility Expenses

Total expenses decreased by $1.0 million in fiscal year 2013 compared to fiscal year 2012. The areas of the largest
decreases in expenses were contractual services, $1.5 million, and commodities, $1.1 million. Contractual services
decreased in fiscal year 2013 because there were two “one-time” collection payments in fiscal year 2012 totaling
$1.3 million paid to outside municipalities and a utility company. Commodities decreased primarily because of
adjustments to decrease inventory and maintenance supplies.

Environmental Services Revenues

Total operating revenues decreased $1.7 million in fiscal year 2013 as compared to fiscal year 2012 due mainly to
a loss of two commercial contracts and lower commodity prices for recyclable materials during the fiscal year.

Environmental Services Expenses

Total expenses decreased by $3.1 million. The decrease is mainly due to the department’s cutback on outsourced
services, i.e. well drilling contracts; a lower public liability insurance rate and a prior period adjustment for landfill
liability and closure expenses.

FINANCIAL ANALYSIS OF THE CITY’S FUNDS

The City has two major governmental funds: the General Fund and the Mass Transit Fund. The General Fund fund
balance decreased by $8.0 million during fiscal year 2013 and there was no significant change in the Mass Transit
Fund fund balance. The $16.4 million decrease to the assigned fund balance was largely due to a planned
restructuring of Certificates of Participate (COPS) debt that did not materialize in fiscal year 2013; that was used to
cover the $9.4 million COPS debt principal paid in June 2013. Another $4.6 million of the assigned balance was
used for technological improvements and vehicle replacement. The nonspendable fund balance increased $5.1
million. The entire increase of the nonspendable balance is attributed to the establishment of an interfund loan, by
Mayor and Council, between the General Fund and the Tucson Enterprise Golf Fund for $7.4 million to cover
operating cash deficits. The increase was offset mostly by a cancelation of the loan receivable to the Rio Nuevo
Improvement District per a settlement agreement between the City and the District. See Note 15 (L) for details of
the agreement.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
For the Year Ended June 30, 2013

General Fund Revenues

e Total General Fund revenues increased $21.8 million, or 5.2%. Tax revenues, which represent 54.8% of total
revenues, increased $9.9 million. The City’s business privilege tax (sales tax) increased $6.8 million (3.7%),
and utility tax increased $4.5 million due to a recovering economy and increased collections of delinquent
accounts.

e Other agency revenues, which include state shared and other intergovernmental agreement revenues,
increased $9.4 million. The state revenue-sharing revenues, which represent 26.5% of general fund revenues,
increased $11.1 million. This increase is mainly due to higher state income tax revenue collected by Arizona,
that is shared with local governments. The shared-revenue income tax is based on 2011 collections, when the
income tax receipts started recovering because of the improving economy. The state-shared revenue increase
is slightly offset by lower revenues from local governments due to less activity per intergovernmental
agreements.

e Charges for Service revenues represents 9.7% of total revenues and increased $4.2 million from last fiscal
year. This is attributed to higher collection rates for paramedic ambulance revenues because of increased
staffing levels in the billing and collections area.

General Fund Expenditures

e General Fund expenditures increased by $31.0 million from last fiscal year, or 8.3%.

e Public safety (Tucson Police and Tucson Fire Departments) pension costs increased $10.2 million because of
increased rates for the City portion of the pension contribution.

e Technological upgrades resulted in an increase of $1.8 million for software support agreements.

e Increased street maintenance added $6.0 million for paving and repair costs during the fiscal year.

e Debt service interest increased $3.0 million because comparable interest payments in fiscal year 2012 for two
Certificates of Participation (COPS) series were paid from residual balances in the Capital Improvements Fund
rather than the General Fund. The General Fund covered these COPS interest payments in fiscal year 2013.

Mass Transit Fund Revenues

e Total revenues increased by $22.3 million. Nearly the entire increase is attributed to the increase of federal
grant and contributions revenue for reimbursed costs of the Modern Streetcar project.

Mass Transit Fund Expenditures

e Total expenditures increased $23.9 million. Capital outlay and capital projects, which are primarily federally
funded, accounted for $22.3 million of the increase. The increase is due to the accelerated construction of the
City’s Modern Streetcar.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
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General Fund Budgetary Highlights

The annual budget is the legally adopted expenditure control document of the City. The budgetary comparison
schedule for the General Fund (pg 69) shows the original budget (adopted), the final budget (revised), and actual
revenues and expenditures for the fiscal year.

e The Final budget increased over the Original budget by $8.6 million. The Original budget for Taxes was
increased by 2.7% due to increased collections for both sales and utility taxes during the first half of the fiscal
year. The Final budget for fiscal year 2013 increased 8.4% over fiscal year 2012. Although actual taxes were
$2.7 million under the Final budget, they increased $9.9 million or 4.3% over fiscal year 2012.

e The Original and Final budget for Fine and Forfeiture revenues for fiscal year 2013 decreased 3.8% over fiscal
year 2012. Actual revenues were below the Final budget by $1.7 million and decreased slightly over the
actuals from fiscal year 2012. Revenues did not meet budget expectations due to the use of more payment
plans and reduction of the number of tickets issued.

e The variance between the Original and Final budget for debt service was due to a planned debt service
restructure that was avoided due to positive revenue collections and the use of assigned fund balance.

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets
Figure 5 provides details of the City’s capital assets as of June 30, 2013 and June 30, 2012:

Capital Assets (Net of Depreciation)

Governmental Activities

Business-type Activities

2013 2012 2013 2012
Land $ 714120458 |$ 699805347 |$ 70032674 ($ 70,760,487 |$ 784,153,132 | $ 770,565,834
Buildings and Improvements 293,075,006 305,449,488 104,269,984 103,073,272 397,344,990 408,522,760
Equipment 92,214,225 87,884,965 24,895,798 27,082,195 117,110,023 114,967,160
Infrastructure 349,165,777 371,208,819 934,516,283 917,630,941 1,283,682,060 1,288,839,760
Construction in Progress 583,170,267 470,952,035 137,001,769 109,954,643 720,172,036 580,906,678
Water Rights 52,126,968 52,126,968 52,126,968 52,126,968
Total $ 2,031,745,733 | $ 1,935,300,654 | $ 1,322,843,476 | $1,280,628,506 [ $ 3,354,589,209 | $ 3,215,929,160

Additional information regarding capital assets can be found in Note 6 on page 52.

Governmental Activities

Capital assets in the Governmental Activities represent 60.6% of the City’s capital assets. Total assets increased
by $96.4 million which represents a 5% increase over the prior year.

e Land represents 35.1% of capital assets and increased $14.3 million compared to last fiscal year. Most of the
increase represents land added for right-of-way use (developer contributed).
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Building and improvements represent 14.4% of capital assets and decreased $12.4 million in fiscal year 2013.
$6.1 million in additions consisted of $4.0 million for improvements to the Martin Luther King apartment building
and another $2.1 million for improvements to street lighting, wash drainage areas and the Children’s
Performance Center. The additions were more than offset by $18.2 million in accumulated depreciation
recorded during the fiscal year.

Equipment represents 4.5% of capital assets. The City capitalized 47 new Sun Tran buses totaling $21.3
million. Other significant equipment capitalized during the fiscal year were forensic computer and high-tech
equipment, and vehicles/SUV’s that are part of the vehicle replacement program. Total accumulated
depreciation added was $18.9 million which was offset by a retirement of $11.3 million in accumulated
depreciation due to several vehicles and Sun Tran buses sold at auction.

Infrastructure improvements include streets, sidewalks, street lighting, traffic signals and drainage and
represents 17.2% of capital assets. The City’s infrastructure value decreased due to depreciation expense of
$22.3 million. Several improvement projects are being accounted for in the Construction In Progress until they
are capitalized. The City didn’t capitalize any significant improvement projects in the fiscal year.

Construction In Progress (CIP) represents 28.7% of capital assets and increased $112.2 million. This increase
was due to several CIP projects that included the Modern Streetcar, Barraza Aviation improvements, Grant
Road improvements, Kino Parkway improvements and several other street and drainage improvements that will
be capitalized upon completion of the projects.

Business-type Activities

Business-type activities assets represent 39.4% of the City’s capital assets. Business-type activities had a net
increase of $42.2 million in capital assets during the fiscal year which represents a 3.3% increase over the prior
fiscal year.

Land represents 5.3% of capital assets. The Tucson Golf Enterprise Fund transferred a parcel of land near
Civano to the Governmental Activities in exchange for also transferring its outstanding Certificates of
Participation debt to the Governmental Activities. This is reflected in the decrease of $728 thousand in
Business-type land capital assets.

CIP represents 10.4% of capital assets, which increased by a net $27 million. These assets are financed
through the issuance of debt. The majority of CIP activity is within the Water Utility fund, which constructs new
pipes, pump stations, wells, etc.

Building and improvements represent 7.9% of capital assets. During the fiscal year, the Water Utility occupied
and capitalized the Eastside Service Center for $8.0 million. Accumulated depreciation increased $6.8 million
due to normal depreciation schedules for current buildings and improvements.

Infrastructure represents 70.6% of capital assets. The Distribution and Collection System, which is included in
these assets and recorded primarily in the Water Utility Fund, increased by $39.5 million.
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Long-term Debt and Liabilities

Figure 6 illustrates the City’s long-term debt as of June 30, 2013 and June 30, 2012. Additional information
regarding long-term debt can be found in Notes 7 through 13 starting on page 53.

Long-term Debt Figure 6
Governmental Activities Business-type Activities Total
2013 2012 2013 2012 2013 2012

General Obligation Debt $ 213,450,000 [ $ 209,071,010 | $ $ $ 213,450,000 | $ 209,071,010
Street & Highway Revenue Bonds 108,710,000 110,280,000 108,710,000 110,280,000
Certificates of Participation 231,006,000 238,376,000 10,714,000 14,429,000 241,720,000 252,805,000
Special Assessment Bonds 2,006,000 2,469,000 2,006,000 2,469,000
Clean Renewable Energy Bonds 15,178,700 16,458,000 15,178,700 16,458,000
Water Revenue Bonds 518,105,181 511,581,211 518,105,181 511,581,211
Unamortized Amount on

Premiums and Discounts 19,726,265 17,714,181 25,133,619 19,144,497 44,859,884 36,858,678
Landfill Closure/Post Closure 38,874,293 38,491,239 38,874,293 38,491,239
Remediation 849,100 1,090,458 6,086,954 7,185,000 6,936,054 8,275,458
Capital Leases Payable 2,340,221 1,660,877 517,185 2,340,221 2,178,062
Other Long-term Debt 21,279,884 7,369,981 28,649,865
Other Post-employment Benefits 7,137,794 5,838,280 1,437,472 1,177,197 8,575,266 7,015,477
Compensated Absences 33,761,517 31,966,728 5,393,481 5,113,565 39,154,998 37,080,293
Claims and Judgments 43,820,846 46,490,275 43,820,846 46,490,275
Total $ 699,266,327 | $ 681,414,809 [ $ 613,114,981 | $ 597,638,894 [ $ 1,312,381,308 | $ 1,279,053,703

Outstanding debt for the City totaled $1.3 billion with 54% attributed to governmental activities and the remaining
46% attributed to business-type activities. The following information describes significant changes in long-term
debt for the fiscal year.

Governmental Activities

e The City issued Senior Lien Street and Highway User Revenue Refunding Bonds, Series 2013A with a par
amount of $34.5 million to restructure $36.1 million of debt. The present value savings of $812 thousand will be
amortized over the life of the new debt.

e The City issued General Obligation Bonds, Series 2012-A with a par amount of $20 million. These bonds are
the first in the series of five that will be issued each year until 2017 as a result of that passage of Proposition
409. The proposition was passed in a City general election November 6, 2012, which allows the City to issue
up to $100 million of general obligation bonds to be used for the repair and resurfacing of 130 miles of major
roadways and 114 miles of neighborhood streets within the City.

e The City recorded a long-term debt to the Rio Nuevo District for $21.3 million as Other Long-term Debt. A
settlement agreement signed in fiscal year 2013 between the City and the District includes a fee payment
schedule to be paid by the City through the year 2050 as consideration to the District for its original funding of
the construction of the Depot garage. Per the agreement, the City will retain ownership of the structure and will
operate and maintain the garage.
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e The principal balance of Certificates of Participation (COPS) debt in the Tucson Golf Enterprise Fund was $3.6
million at the end of the prior fiscal year. During fiscal year 2013, Mayor and Council passed a resolution to
transfer the debt payment obligation to the General Fund, thus the total COPS long-term debt increased by
$3.6 million and was reduced by $11 million per the July 1 debt service principal payment.

Business-type Activities

e The City issued $53.1 million of Water System Revenue Refunding Bonds, Series 2013A and 2013B to refund
bond series 2001A refunding and series 2005-A refunding and to pay costs related to the issuance of the
bonds. The net present value of this debt restructuring is $3.6 million, to be amortized over the life of the new
bonds.

e The City issued Water System Revenue Obligations, Series 2013 with a par amount of $21.1 million to pay for
costs of improvements to storage, treatment and distribution facilities of the water system and related issue
costs.

e The City drew down $9.7 million on its authorized Water Infrastructure Financing Authority (WIFA) loans during
the fiscal year. WIFA is an independent agency of the State of Arizona that offers low cost loans to finance
the construction, rehabilitation and/or improvement of drinking water, wastewater, wastewater reclamation,
and other water quality facilities/projects. The City’s outstanding balance of WIFA loans is $51.7 million.

Bond Ratings

Figure 7 provides a 2 year comparison of the City’s bond ratings:

Bond Ratings Figure 7
Moody Standard and Poor's Fitch

Type of Bond: 2013 2012 2013 2012 2013 2012
General Obligation Bonds Aa3 Aa2 AA- AA- AA AA
Street & Highway User Revenue Bonds

Senior Lien Al Aa3 AA+ AA+ AA AA

Junior Lien A2 Al AA AA AA- AA-
Water System Revenue Bonds

Senior Lien Aa2 Aa2 AA- AA- AA AA
Certificates of Participation Aa3 Aa3 A+ A+ AA- AA-

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with a
general overview of the City's finances and to demonstrate the City’'s accountability for the money it receives. If
you have any questions about this report or need additional financial information, contact the Accounting Division,
255 W. Alameda, 8" floor, Tucson, Arizona 85701, (520) 837-4330, www.tucsonaz.gov.
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CITY OF TUCSON, ARIZONA
STATEMENT OF NET POSITION
JUNE 30, 2013

Governmental Business-type
Activities Activities Total
ASSETS
Current assets:
Pooled Cash and Investments 82,548,711 70,992,132 153,540,843
Cash & Investments - Restricted 25,648,303 25,648,303
Cash & Investments with Fiscal Agent - Restricted 36,851,691 30,166,561 67,018,252
Taxes Receivable, Net 18,113,955 18,113,955
Accounts Receivable, Net 26,753,112 29,438,764 56,191,876
Special Assessments Receivable 1,283,369 1,283,369
Internal Balances 17,510,080 (17,510,080)
Due from Other Agencies 46,785,569 82,369 46,867,938
Interest Receivable 396,228 265,437 661,665
Inventories 4,394,672 3,596,134 7,990,806
Other Assets 1,755,487 414,218 2,169,705
Total current assets 236,392,874 143,093,838 379,486,712
Noncurrent assets:
Long Term Accounts Receivable 22,711,335 498,176 23,209,511
Long Term Notes Receivable 32,847,046 63,512,949 96,359,995
Long Term Investments 2,094,399 2,094,399
Other Assets - Restricted 29,496,811 277,732 29,774,543
Land & Construction in Progress 1,297,290,725 207,034,443 1,504,325,168
Other Capital Assets, Net 734,455,008 1,063,682,065 1,798,137,073
Water Rights 52,126,968 52,126,968
Total noncurrent assets 2,118,895,324 1,387,132,333 3,506,027,657
Total assets 2,355,288,198 1,530,226,171 3,885,514,369
DEFERRED OUTFLOWS
Loss on Refunding of Debt 10,920,209 14,391,845 25,312,054
Total deferred outflows 10,920,209 14,391,845 25,312,054
LIABILITIES
Current liabilities:
Accounts Payable 28,387,274 3,602,965 31,990,239
Accrued Payroll Liabilities 12,398,027 2,111,020 14,509,047
Accrued Interest Payable 34,556 27,436 61,992
Due to Other Agencies 626,610 1,487,227 2,113,837
Refundable Deposits 5,029,656 2,286,998 7,316,654
Customer Advances 141,792 141,792
Liabilities Payable from Restricted Assets 28,843,089 33,908,678 62,751,767
Current portion of Long Term Liabilities 74,446,170 27,849,816 102,295,986
Total current liabilities 149,765,382 71,415,932 221,181,314
Noncurrent liabilities:
Long Term Liabilities 624,820,157 585,265,165 1,210,085,322
Total non-current liabilities 624,820,157 585,265,165 1,210,085,322
Total liabilities 774,585,539 656,681,097 1,431,266,636
DEFERRED INFLOWS
Unavailable Revenue 88,466 63,584,034 63,672,500
Total deferred inflows 88,466 63,584,034 63,672,500
NET POSITION
Net Investment in Capital Assets 1,450,248,757 788,089,044 2,238,337,801
Restricted for:
Debt Service 4,440,462 29,961,616 34,402,078
Capital 62,743,672 62,743,672
Self-Insurance Mandates 29,496,812 29,496,812
Transportation 10,751,598 10,751,598
Grants and Entitlements 29,149,037 7,972,122 37,121,159
Other Purposes 5,113,688 5,113,688
Unrestricted (409,624) (1,669,897) (2,079,521)
Total net position 1,591,534,402 824,352,885 2,415,887,287

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
STATEMENT OF ACTIVITIES
YEAR ENDED JUNE 30, 2013

Program Revenues

Charges for Operating Grants Capital Grants and
Functions/Programs Expenses Services and Contributions Contributions
Primary Government
Governmental activities:
Elected and Official $ 22,380,772 $ 415,306 $ 1,698,254 $
Support Services 39,001,414 28,533,296 873,239
Public Safety/ Neighborhood Services 373,619,042 38,323,435 74,402,708 13,198,814
Operations and Development 170,562,802 37,382,914 52,113,510 140,347,430
Non-Departmental 45,134,817 2,410 2,625,510
Interest 30,428,436
Fiscal Agent Fees and Other 2,419,872
Total governmental activities 683,547,155 104,657,361 131,713,221 153,546,244
Business-type activities:
Public Housing AMP 11,866,322 4,006,300 6,302,391
Non-PHA Asset Management 1,409,258 1,093,525 209,164
Environmental Services 44,760,999 48,646,855 242,256
Tucson Golf Enterprise Fund 6,650,603 6,011,381
Water Utility 138,822,228 158,996,999 8,971,865
Total business-type activities 203,509,410 218,755,060 6,511,555 9,214,121
Total primary government $ 887,056,565 $ 323,412,421 $ 138,224,776 $ 162,760,365

General revenues:
Taxes:
Property
Business Privilege
Public Utility
Hotel/Transient Occupancy
Occupational
Liquor
Unrestricted Grants and Contribution
Investment Income (Loss)
Miscellaneous
Transfers
Total general revenues and transfers

Changes in net position
Net position, beginning of year, restated

Net position, end of year

The notes to the financial statements are an integral part of this statement.
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Net (Expense) Revenue and Changes in Net Position

Governmental Business-type
Activities Activities Totals

$ (20,267,212) $ (20,267,212)
(9,594,879) (9,594,879)
(247,694,085) (247,694,085)
59,281,052 59,281,052
(42,506,897) (42,506,897)
(30,428,436) (30,428,436)
(2,419,872) (2,419,872)
(293,630,329) (293,630,329)
(1,557,631) (1,557,631)
(106,569) (106,569)
4,128,112 4,128,112
(639,222) (639,222)
29,146,636 29,146,636
30,971,326 30,971,326
(293,630,329) 30,971,326 (262,659,003)
41,787,498 41,787,498
189,238,160 189,238,160
26,717,576 26,717,576
12,217,409 12,217,409
102,559 102,559
749,027 749,027
115,792,652 115,792,652
227,689 1,226,119 1,453,808
5,756,461 5,756,461

(1,410,120) 1,410,120
391,178,911 2,636,239 393,815,150
97,548,582 33,607,565 131,156,147
1,493,985,820 790,745,320 2,284,731,140
$ 1,591,534,402 $ 824,352,885 2,415,887,287

19



CITY OF TUCSON, ARIZONA

BALANCE SHEET - GOVERNMENTAL FUNDS

ASSETS
Assets:
Pooled Cash and Investments
Cash & Investments with Fiscal Agents
Cash & Investments with Fiscal Agents - Restricted
Taxes Receivable, Net
Accounts Receivable, Net
Special Assessments Receivable
Notes & Loans Receivable
Due from Other Agencies
Interfund Receivable
Grants & Entitlements Receivable
Interest Receivable
Inventories
Long Term Investments
Other Assets
Total assets

LIABILITIES, DEFERRED INFLOWS AND FUND BALANCES

Liabilities:

Accounts Payable

Accrued Payroll Liabilities

Interfund Payable

Due to Other Agencies

Refundable Deposits

Bonds & Interest Payable, including Special
Assessments

Advances from Grantors
Total liabilities

Deferred inflows:
Unavailable Revenues
Total deferred inflows

Fund balances:
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities, deferred inflows and fund balances

JUNE 30, 2013
Non-Major Total
Mass Transit Governmental Governmental
General Fund Fund Funds Funds
$ 681,357 $ 284,200 $ 73,872,060 $ 74,837,617
888,716 5,483 27,024,318 27,918,517
8,836,679 8,836,679
18,113,955 18,113,955
29,637,382 1,193,957 758,192 31,589,531
1,283,369 1,283,369
8,856,919 23,990,127 32,847,046
20,357,690 3,215,334 23,186,819 46,759,843
25,542,534 2,324,440 27,866,974
7,560,487 10,217,268 17,777,755
133,948 200,953 334,901
497,511 3,157,034 3,654,545
2,094,399 2,094,399
1,368,883 1,368,883
$ 104,710,012 $ 16,785,378 $ 173,788,624 $ 295,284,014
$ 9,377,520 $ 3,781,661 $ 12,765,697 $ 25,924,878
10,633,717 257,675 1,009,388 11,900,780
2,324,440 5,185,525 20,357,009 27,866,974
339,327 278,808 5,315 623,450
4,438,500 3,841 587,315 5,029,656
25,764,023 25,764,023
74,764 3,004,302 3,079,066
27,113,504 9,582,274 63,493,049 100,188,827
23,234,137 21,757,269 44,991,406
23,234,137 21,757,269 44,991,406
7,885,432 4,115,915 12,001,347
4,337,530 76,975,091 81,312,621
27,692,762 2,798,947 2,388,978 32,880,687
1,680,900 288,242 9,270,828 11,239,970
12,765,747 (96,591) 12,669,156
54,362,371 7,203,104 88,538,306 150,103,781
$ 104,710,012 $ 16,785,378 $ 173,788,624 $ 295,284,014

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
Reconciliation of the Balance Sheet for
Governmental Funds to the Statement of Net Position
June 30, 2013

Total Governmental Fund Balances (pg.20) $

Capital assets used in governmental activities are not current financial resources
and, therefore, are not reported in the funds. These assets consist of:
Capital Assets Net of Accumulated Depreciation

Deferred Inflows not recognized in the current period and therefore
are not reported in the governmental funds.
Loss on Refunding of Debt

Liabilities that are not due and payable in the current period and therefore
are not reported in the governmental funds. These liabilities consist of:

Bonds and Notes Payable (343,892,264)
Capital Leases (233,346,221)
Compensated Absences (33,761,517)
OPEB Liabilities (7,137,794)
Other Long-term Debt (21,279,884)

Total Long-term Liabilities
Interest payable on long-term debt is not reported in governmental funds.

Unavailable revenue is shown in the governmental statements, because it will not be
available as a current financial resource. Since this revenue is earned, it is
recognized in the government-wide statements.

Internal service funds are used by management to charge the costs of fleet
maintenance, self-insurance, and facilities management. The assets and
liabilities of the internal service funds are included in governmental activities
in the Statement of Net Position.

150,103,781

2,011,797,293

10,920,209

(639,417,680)

(34,556)

44,902,939

13,262,416

Net Position of Governmental Activities (pg. 17) $

1,591,534,402

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -
GOVERNMENTAL FUNDS
YEAR ENDED JUNE 30, 2013

Non-Major Total
Mass Transit Governmental Governmental
General Fund Fund Funds Funds
Revenues:
Taxes $ 239,677,853 $ $ 28,207,641 $ 267,885,494
Licenses and Permits 20,617,308 43,250 20,660,558
Fines and Forfeitures 12,179,820 672,196 12,852,016
Developer Fees 7,865,777 7,865,777
Use of Money and Property 815,214 363,377 1,296,444 2,475,035
Federal Grants and Contributions 72,535,485 74,631,880 147,167,365
Other Agencies 120,279,479 10,813,186 101,341,662 232,434,327
Charges for Services 42,616,114 13,940,587 6,826,339 63,383,040
Special Assessments 390,049 390,049
Contributions from Outside Sources 365,031 365,031
Miscellaneous 1,579,369 1,615,005 3,296,997 6,491,371
Total revenues 437,765,157 99,267,640 224,937,266 761,970,063
Expenditures:
Current -
Elected and Official 20,461,550 1,758,670 22,220,220
Support Services 33,533,949 33,533,949
Public Safety/Neighborhood Services 283,591,343 75,455,957 359,047,300
Operations and Development 16,709,338 71,490,196 44,923,600 133,123,134
Non-Departmental 22,708,316 2,384,888 25,093,204
Capital Outlay 3,344,087 21,376,529 6,847,139 31,567,755
Capital Projects 1,893,339 46,524,394 66,083,023 114,500,756
Debt service -
Principal 10,850,408 16,904,505 27,754,913
Interest 10,184,320 19,662,441 29,846,761
Fiscal Agent Fees 6,138 6,138
Debt Issuance Costs 56,327 587,457 643,784
Total expenditures 403,332,977 139,391,119 234,613,818 777,337,914
Excess (deficiency) of revenues over
expenditures 34,432,180 (40,123,479) (9,676,552) (15,367,851)
Other financing sources (uses):
Bond Issuance 54,500,000 54,500,000
Capital Leases 1,150,000 1,150,000
Premium on Debt Issuance 4,008,299 4,008,299
Refunded Bond Escrow Agent (37,576,983) (37,576,983)
Transfers In 1,600,000 40,014,435 3,829,966 45,444,401
Transfers Out (44,081,028) (160,306) (44,241,334)
Total other financing sources (uses) (42,481,028) 40,014,435 25,750,976 23,284,383
Changes in fund balances (8,048,848) (109,044) 16,074,424 7,916,532
Fund balances, beginning of year 62,411,219 7,312,148 72,463,882 142,187,249
Fund balances, end of year $ 54,362,371 $ 7,203,104 $ 88,538,306 $ 150,103,781

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
Reconciliation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds to the
Statement of Activities
Year Ended June 30, 2013

Net Change in Fund Balances - Total Governmental Funds (pg. 22) $ 7,916,532

Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of those assets are allocated over their estimated useful lives as
depreciation expense. This is the amount by which capital outlay exceeded depreciation
in the current period:

Capital Expenditures 146,068,511
Depreciation Expense (59,341,609)
86,726,902
Only gains or losses on sale of capital assets are reported in the Statement of Activities,
whereas total proceeds are recorded in the governmental funds. The change in net position
differs by the cost of the assets sold.
Proceeds on the sale of an asset (2,381,262)
Gain on the sale of an asset 1,079,890
Loss on the sale of an asset (1,141,582)
(2,442,954)
Revenues in the Statement of Activities that do not provide current financial resources are not
reported as revenues in the funds. 16,782,101
Transfer of Assets to Enterprise Funds (210,169)

Debt proceeds provide current financial resources to governmental funds, but issuing debt
increases long-term liabilities in the Statement of Net Position. Repayment of bond principal
is an expenditure in the governmental funds, but the repayment reduces long-term liabilities
in the Statement of Net Position. This is the amount by which proceeds exceeded repayments:
Debt Proceeds (55,650,000)
Repayment of Debt Principal 27,538,666
(28,111,334)

Refunding of debt is an expenditure in the governmental funds. However, these expenditures
represent a reduction of a liability on the Statement of Net Position.
Extinguishment of Debt 36,070,000 36,070,000

Accrued interest expense is not recorded in the governmental funds. The following amount
represents the amount by which the premium on debt exceeds a discount, accrued interest

expense and the amortization of the premium:

Premium on Issuance of Debt (4,008,299)
Accrued Interest Expense 14,856
Amortization of Premium/Discount on Debt 2,271,045
(1,722,398)
Expenses in the Statement of Activities that do not use current financial resources are not
reported as expenditures in the funds.
Change in Other Long-term Debt (21,279,884)
Change in Compensated Absences Liability (1,794,789)
Change in OPEB Liability (1,299,514)
Internal service funds are used by management to charge the costs of certain activities, such
as insurance and fleet services, to individual funds. A portion of the net revenue (expense)
of the internal service funds is reported within governmental activities. 6,914,089
Change in Net Position of Governmental Activities (pg. 19) $ 97,548,582

The notes to the financial statements are an integral part of this statement.
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ASSETS

Current assets:
Pooled Cash and Investments
Cash & Investments - Restricted
Cash & Investments with Fiscal Agent - Restricted
Accounts Receivable, Net
Due from Other Agencies
Interest Receivable
Inventories
Other Assets

Total current assets

Noncurrent assets:

Long Term Accounts Receivable
Long Term Notes Receivable
Other Assets - Restricted
Land & Construction in Progress
Other Capital Assets, Net
Water Rights

Total noncurrent assets

Total assets

DEFERRED OUTFLOWS
Loss on Refunding of Debt
Total deferred outflows

LIABILITIES

Current liabilities:
Accounts Payable
Accrued Payroll Liabilities
Accrued Interest Payable
Due to Other Agencies
Refundable Deposits
Current Portion of Bonds Payable
Current Portion of Contracts Payable
Claims Payable
Remediation Obligations
Current Portion of Compensated Absences
Liabilities Payable from Restricted Assets
Customer Advances
Current portion of Long Term Liabilities

Total current liabilities

Noncurrent liabilities:
Unearned Revenue
Bonds Payable
Contracts Payable
Loans Payable
Claims Payable
Remediation Obligations
Compensated Absences
Other Post-employment Benefits
Long Term Liabilities

Total non-current liabilities
Total liabilities

DEFERRED INFLOWS
Unavailable revenue
Total deferred inflows

NET POSITION
Net Investment in Capital Assets
Restricted for Debt Service
Restricted for Capital
Restricted for Self Insurance Mandates
Restricted for Grants and Entitlements
Unrestricted

Total net position

Reconciliation to government-wide

Statement of Net Position
Adjustment to consolidate internal service activities
Total Net Position - Business Type

The notes to the financial statements are an integral part of this statement.

CITY OF TUCSON, ARIZONA
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
JUNE 30, 2013

Governmental
Enterprise Funds Activities
Non-Major
Environmental Water Utility Enterprise Internal Service
Services Fund Funds Total Funds
$ 27,403,698 $ 34,858,183 $ 8,730,251 $ 70,992,132 $ 7,711,094
25,648,303 25,648,303
29,961,616 204,945 30,166,561 96,495
3,379,024 25,851,083 208,657 29,438,764 97,161
73,328 9,041 82,369 25,726
99,667 134,336 31,434 265,437 61,327
3,369,926 226,208 3,596,134 740,127
414,218 414,218 386,604
30,955,717 120,237,665 9,410,536 160,603,918 9,118,534
451,895 46,281 498,176
63,512,949 63,512,949
277,732 277,732 29,496,811
11,196,009 182,004,872 13,833,562 207,034,443 12,227,810
19,556,421 1,008,398,649 35,726,995 1,063,682,065 7,720,630
52,126,968 52,126,968
30,752,430 1,243,260,116 113,119,787 1,387,132,333 49,445,251
61,708,147 1,363,497,781 122,530,323 1,547,736,251 58,563,785
14,391,845 14,391,845
14,391,845 14,391,845
1,384,023 1,591,365 627,577 3,602,965 2,462,396
567,712 1,410,704 132,604 2,111,020 497,247
27,436 27,436
1,202 1,459,671 26,354 1,487,227 3,160
53,788 1,737,864 495,346 2,286,998
24,381,439 24,381,439 1,289,300
121,000 121,000
9,996,704
211,200
608,131 1,744,436 254,480 2,607,047
33,908,678 33,908,678
141,792 141,792
740,330 740,330
3,476,186 66,234,157 1,705,589 71,415,932 14,460,007
518,857,361 518,857,361 13,889,400
10,593,000 10,593,000
7,369,981 7,369,981
33,824,142
637,900
701,672 1,889,494 195,268 2,786,434
419,502 972,264 45,706 1,437,472
44,220,917 44,220,917
55,935,091 521,719,119 7,610,955 585,265,165 48,351,442
59,411,277 587,953,276 9,316,544 656,681,097 62,811,449
61,694 63,522,340 63,584,034
61,694 63,522,340 63,584,034
20,038,430 718,490,057 49,560,557 788,089,044 4,769,740
29,961,616 29,961,616
96,495
29,496,811
7,972,122 7,972,122
(17,741,560) 41,422,983 (7,841,240) 15,840,183 (38,610,710)

$ 2,296,870 $ 789,874,656 $ 49,691,439

$ 841,862,965

$  (4,247,664)

(14,659,962) (2,441,407) (408,711)

(17,510,080)

$ (12,363,092) $ 787,433,249 $ 49,282,728

$ 824,352,885
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CITY OF TUCSON, ARIZONA

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
PROPRIETARY FUNDS

Operating revenues:
Charges for Services
Federal Grants and Contributions
Miscellaneous
Total operating revenues

Operating expenses:
Personal Services
Contractual Services
Commodities
Cost of Goods Sold
Benefits and Claims
Depreciation

Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses):
Property Taxes
Other Agencies
Investment Income
Gain (loss) on Sale of Property/Equipment
Federal Grants and Contributions
Interest Expense
Debt Issuance Costs
Other Non-operating Income (Expense)
Total nonoperating revenues (expenses)

Income (loss) before capital contributions
and transfers

Capital Contributions
Transfers In
Transfers Out
Special Item

Changes in net position
Total net position, beginning of year, restated

Total net position, end of year

Reconciliation to government-wide
Statement of Activities
Changes in net position

Adjustment to consolidate internal service activities

Changes in net position - Business-type activities

FOR THE YEAR ENDED JUNE 30, 2013

Governmental
Enterprise Funds Activities
Non-Major
Environmental Water Utility Enterprise Internal Service
Services Fund Funds Total Funds
$ 47,241,057 $ 158,837,025 $ 10,826,407 $ 216,904,489 $ 62,440,590
6,511,555 6,511,555
1,405,798 159,974 284,799 1,850,571 312,535
48,646,855 158,996,999 17,622,761 225,266,615 62,753,125
15,381,053 32,445,019 7,050,122 54,876,194 16,113,420
17,166,178 48,192,814 8,478,623 73,837,615 17,332,221
4,985,219 6,956,102 1,983,666 13,924,987 17,023,688
212,785 212,785
5,341,773
5,272,851 29,543,101 2,204,107 37,020,059 2,679,395
42,805,301 117,137,036 19,929,303 179,871,640 58,490,497
5,841,554 41,859,963 (2,306,542) 45,394,975 4,262,628
1,112,190
370,843
20,252 546,254 65,988 632,494 31,252
271,514 320,686 1,425 593,625 31,566
242,256 809,711 1,051,967
(293,622) (20,720,386) (54,867) (21,068,875) (596,531)
(304,389) (65,200) (369,589) (205,117)
(1,498,124) (1,498,124)
(63,989) (20,607,059) 12,546 (20,658,502) 744,203
5,777,565 21,252,904 (2,293,996) 24,736,473 5,006,831
8,162,154 8,162,154 948,245
210,278 210,278 266,655
(1,436) (1,600,000) (807,816) (2,409,252) (8,824)
3,609,094 3,609,094
5,776,129 27,815,058 717,560 34,308,747 6,212,907
(3,479,259) 762,059,598 48,973,879 807,554,218 (10,460,571)
$ 2,296,870 $ 789,874,656 $ 49,691,439 $ 841,862,965 $  (4,247,664)
5,776,129 27,815,058 717,560 34,308,747
(1,357,687) 598,518 57,987 (701,182)
$ 4418442 $ 28,413,576 $ 775547 $ 33,607,565

The notes to the financial statements are an integral part of this statement.
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Cash Flows from Operating Activities:
Cash Received from Customers
Cash Payments to Suppliers for
Goods and Services
Cash Payments to Employees for Services
Subsidy from Federal Grant
Other Operating Revenues
Cash Payments to Claimants
Net Cash Provided (Used) by
Operating Activities

Cash Flows from Noncapital
Financing Activities:
Property Taxes
Interfund Transfers
Advances from Other Funds
Subsidy from Federal Grant
Interest Paid on Advances
Net Cash Provided (Used) by
Noncapital Financing Activities

Cash Flows from Capital and Related
Financing Activities:
Bond Issuance
Acquisition and Construction of Capital Assets
Principal Paid on Capital Debt
Interest Paid on Capital Debt
Fiscal Agent Fees Paid on Capital Debt
Landfill Closure Costs
Capital Contributions-System Equity fee
Proceeds from Sale of Assets/Equipment
Net Cash Provided (Used) by Capital
and Related Financing Activities

Cash Flows from Investing Activities:
Interest on Investments
Proceeds from Sale of Investments
Purchase of Investments
Net Cash Provided (Used) by
Investing Activities

Net Increase (Decrease) in
Cash and Cash Equivalents

Cash and Cash Equivalents - July 1

Cash and Cash Equivalents - June 30

CITY OF TUCSON, ARIZONA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2013

Governmental
Enterprise Funds Activities
Non-Major
Environmental Water Utility Enterprise Internal Service
Services Fund Funds Total Funds
$ 47,544,845 $ 160,550,066 $ 10,927,136 $ 219,022,047 $ 62,414,637
(21,467,822) (56,628,542) (10,455,937) (88,552,301) (35,128,066)
(14,982,142) (31,547,812) (6,932,645) (53,462,599) (16,079,820)
6,751,792 6,751,792
1,405,798 29,329 1,435,127 289,669
(8,011,202)
12,500,679 72,373,712 319,675 85,194,066 3,485,218
1,112,190
(1,600,000) 130,277 (1,469,723) 266,655
(199,068) (199,068)
219,800 847,385 1,067,185 370,843
(29,950) (29,950)
219,800 (752,615) (98,741) (631,556) 1,749,688
18,639,268 18,639,268
(4,909,959) (69,780,232) (20,264) (74,710,455) (456,452)
(317,185) (19,560,293) (19,877,478) (1,279,346)
(482,209) (10,543,403) (54) (11,025,666) (593,134)
(2,236,937) (2,236,937)
(1,659,448) (1,659,448)
3,162,872 3,162,872
271,514 320,686 1,425 593,625 37,104
(7,097,287) (79,998,039) (18,893) (87,114,219) (2,291,828)
(73,452) 362,577 36,901 326,026 31,702
24,700,000
(29,365,972)
(73,452) 362,577 36,901 326,026 (4,634,270)
5,549,740 (8,014,365) 238,942 (2,225,683) (1,691,192)
21,853,958 98,482,467 8,696,254 129,032,679 9,358,785
$ 27,403,698 $ 90,468,102 $ 8,935,196 $ 126,806,996 $ 7,667,593

The notes to the financial statements are an integral part of this statement.
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Reconciliation of Operating Income to Net
Cash Provided (Used) by Operating Activities:
Operating Income (Loss)
Adjustments to Reconcile Operating Income to
Net Cash Provided (Used) by Operating Activities:
Depreciation and Amortization
Provision for Landfill Closure
Other Adjustments:
Decrease (Increase) in Assets:
Accounts Receivable
Inventory
Due from Other Agencies
Other Assets
Increase (Decrease) in Liabilities:
Accounts Payable
Accrued Payroll Liabilities
Accrued Compensated Absences Accrued
Other Post-Employment Benefits
Unavailable Revenue
Customer/Refundable Deposits
Claims and Judgments Payable
Remediation Obligation
Due to Other Agencies
Other Operating Liabilities

Net Cash Provided (Used) by
Operating Activities

Noncash Investing, Capital,
and Financing Activities:
Contributions of capital assets
Total Noncash Investing, Capital,

and Financing Activities:

The notes to the financial statements are an integral part of this statement.

CITY OF TUCSON, ARIZONA

STATEMENT OF CASH FLOWS

PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2013

Governmental
Enterprise Funds Activities
Non-Major
Environmental Water Utility Enterprise Internal Service
Services Fund Funds Total Funds
$ 5,841,554 $ 41,859,963 $ (2,306,542) $ 45,394,975 $ 4,262,628
5,272,851 29,543,101 2,204,107 37,020,059 2,679,395
944,455 944,455
288,217 1,042,593 (186,790) 1,144,020 (49,195)
(1,232,106) 108,672 (1,123,434) 409,873
240,237 240,237 375
101,508 101,508 (42,214)
(259,570) (287,187) 93,926 (452,831) (900,262)
259,501 602,490 11,413 873,404 33,599
69,911 106,714 40,887 217,512
69,500 188,003 2,771 260,274
6,912 6,912
15,572 510,474 7,260 533,306 (167)
(2,669,429)
(241,358)
(1,312) (61,841) 16,374 (46,779) 1,973
80,448 80,448
$ 12,500,679 $ 72,373,712 $ 319,675 $ 85,194,066 $ 3485218
(1,436) 4,999,282 (18,675) 4,979,171 939,421
$ (1,436) $ 4,999,282 $ (18,675) $ 4,979,171 $ 939,421
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CITY OF TUCSON, ARIZONA
STATEMENT OF FIDUCIARY NET POSITION
JUNE 30, 2013

Pension Trust Agency

ASSETS
Pooled Cash and Investments $ 1,316,498 $ 3,906,939
Accounts Receivable, Net 9,966,419
Employer Contributions Receivable 1,314,431
Employee Contributions Receivable 366,823
Interest & Dividends Receivable 1,268,705
Due from Brokers 4,068,711
Short Term Investments 13,080,955
Securities Lending Cash Collateral 23,753,680
U.S. Treasuries, Agencies & Other

Governmental Bonds 71,125,198
Bonds and Preferred Stock 41,827,473
U.S. Equity 308,993,186
International Bonds & Other Fixed

Income Instruments 28,681,485
International Equity & Comingled

Equity Funds 85,706,293
Real Estate 48,776,932
Infrastructure 39,415,536
Other Capital Assets, Net 12,678

Total assets 669,708,584 13,873,358
LIABILITIES
Accounts Payable 288,374 945,739
Accrued Payroll Liabilities 6,858
Due to Other Agencies 39,246 12,927,619
Due to Securities Borrowers 23,753,680
Due to Brokers 4,574,236
Total liabilities 28,662,394 13,873,358

NET POSITION
Held in trust $ 641,046,190 $

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
STATEMENT OF CHANGES IN FIDUCIARY NET POSITION
FIDUCIARY FUND
YEAR ENDED JUNE 30, 2013

Pension Trust

Additions:
Employer Contributions $ 34,523,315
Employee Contributions 10,214,562
Contributions from Other Sources
Other Plans

Net Increase (Decrease) in Fair Value of

Investment 73,705,613
Interest, Dividends and Other Income 11,332,643
Securities Lending Income 184,733
Less: Investment Activity Expense (3,805,860)
Less: Securities Lending Expense (78,604)
Miscellaneous Additions 98,400

Total additions 126,174,802

Deductions:
Payments to Participants 62,191,480
Refunds and Transfers to Other Plans 2,631,220
Administrative Expense 689,253
Total deductions 65,511,953
Changes in net position 60,662,849
Net position, beginning of year 580,383,341
Net position, end of year $ 641,046,190

The notes to the financial statements are an integral part of this statement.
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CITY OF TUCSON, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2013

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting and reporting framework and the significant accounting principles and practices of the City of
Tucson (City) are discussed in subsequent sections of this note. The accounting policies of the City conform to
accounting principles generally accepted in the United States of America as applicable to governments. The
following is a summary of the significant policies:

A. Reporting Entity

The accompanying financial statements include the City and all of its component units, collectively referred to
as “the financial reporting entity”. The component unit discussed below have been included in the City's
reporting entity because of the significance its operational or financial relationship with the City.

Tucson Supplemental Retirement System

The Tucson Supplemental Retirement System (TSRS or System) is a single-employer defined benefit plan
established by the City and administered by a seven-member Board of Trustees. Although the system is a
separate legal entity, its sole purpose is to provide services exclusively to the City; therefore, it is included as a
Pension Trust Fund in these basic financial statements. Separately issued financial statements are prepared
and may be requested by contacting the City of Tucson, Finance Department, PO Box 27450, Tucson, AZ
85726.

B. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., Statement of Net Position and Statement of Activities) report
information on all nonfiduciary activities of the primary government. Governmental activities, which are
normally supported by taxes and intergovernmental revenues, include all governmental funds, along with
internal service funds. Business-type activities, which rely to a significant extent on fees and charges for
services, include the enterprise funds and are reported separately from the governmental activities.

The Statement of Net Position reports the assets, deferred outflows, deferred inflows, and liabilities of the
primary government. The net position section of this statement represents the residual amount of assets plus
deferred outflows less their associated liabilities and deferred inflows. The net position section is divided into
three categories. The first category is Net Investment in Capital Assets, which includes capital assets, deferred
outflows, inflows attributable to the acquisition, construction, or improvement of capitals, net of accumulated
depreciation, and any outstanding debt associated with the capital assets. Capital assets cannot readily be
sold and converted into cash. The second category is Restricted Net Position, which includes those assets, net
of their related debt, that have a constraint placed on their use. The constraints are either; 1) externally
imposed by creditors, such as through debt covenants, grantors, contributors, or laws and regulations of other
governments, or 2) imposed by law through constitutional provisions or enabling legislation. The final section is
Unrestricted Net Position, and this represents resources that generally can be used for any purpose. However,
they are not necessarily in a spendable form, such as cash.

The Statement of Activities shows the degree to which direct expenses of various City functions are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific function or segment.
Program revenues include: 1) charges for services, fines and forfeitures, and licenses and fees, and 2) grants
and contributions that are restricted to meeting the operational or capital requirements of a particular function or
segment. Taxes and other items, which are not specifically identifiable with a particular function or segment,
are reported as general revenues at the bottom of the statement. The general revenues support the net costs
of the functions and segments not covered by program revenues.

Separate financial statements are provided for the governmental funds, proprietary funds, and fiduciary funds
even though the latter are excluded from the government-wide financial statements. In general, major
individual funds are reported as separate columns in the fund financial statements, while hon-major funds are
displayed in aggregate.
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CITY OF TUCSON, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2013

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
C. Basis of Presentation

The accounts of the City are organized on the basis of funds, each of which is considered a separate
accounting entity. The City accounts for the operations of each fund through a separate set of self-balancing
accounts that comprise its assets, deferred outflows, liabilities, deferred inflows, and fund balance/net position,
revenues, and expenditures or expenses, as appropriate. Government resources are allocated to and
accounted for in individual funds based upon the purposes for which they are to be spent and the means by
which spending activities are controlled.

1. Governmental Funds

Major Funds:

General Fund - This fund is the main operating fund of the City that is used to account for and report all
financial resources not accounted for and reported in another fund.

Mass Transit Fund - This fund is used to account for and report all the revenues and other financial
resources necessary to operate the fixed route and paratransit services within the Tucson metropolitan
area.

Non-major Funds:

Special Revenue Funds - These funds are used to account for and report the proceeds of specific revenue
sources (other than proprietary and fiduciary functions) that are restricted to expenditures for specified
purposes other than debt service and capital projects. Resources must be derived from one or more
specific revenue sources. This includes federal grants and various City functions such as Tucson
Convention Center, Highway User Revenue Fund, and Housing and Community Development.

Debt Service Funds - These funds are used to account for and report the accumulation of resources that
are restricted, committed, or assigned for the payment of long-term debt principal, interest, and related
costs for General Obligation, Street and Highway, and Special Assessment Bonds.

Capital Project Funds - These funds are used to account for and report financial resources that are
restricted, committed, or assigned to be used for the acquisition or construction of major capital facilities
and other capital assets. This includes the General Obligation, Capital Improvement, Development Fee,
and the Regional Transportation Authority Fee Funds.

2. Enterprise Funds

The City has five enterprise funds which are used to account for certain operations that provide services to
the general public for a fee. Enterprise funds are required for any activity whose principal revenue sources
meet any of the following criteria: 1) any activity that has issued debt backed solely by the fees and
charges of the activity; 2) if the cost of providing services for an activity, including capital costs such as
depreciation or debt service, must legally be recovered through fees and charges; or 3) it is the policy of
the City to establish activity fees or charges to recover the cost of providing services, including capital
Ccosts.
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CITY OF TUCSON, ARIZONA
NOTES TO BASIC FINANCIAL STATEMENTS
For the Year Ended June 30, 2013

Note 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Major Funds:

The Water Utility Fund accounts for the financing and operation of all activities necessary to provide water
services to the Tucson metropolitan area. Since the Water Utility is a segment accounted for within an
individual fund, no further segment information is presented in these notes.

The Environmental Services Fund accounts for the financing and operation of all activities necessary to
provide solid waste services to residential and commercial customers in the City of Tucson. Since the
Environmental Services Fund is a segment accounted for within an individual fund, no further segment
information is presented in these notes.

Non-major Funds:

The Non-PHA Asset Management Fund accounts for all operating activities necessary to support non-
public housing assets. Since the Non-PHA Asset Management Fund is a segment accounted for within an
individual fund, no further segment information is presented.

The Public Housing AMP Fund accounts for the operating and capital activities necessary to support public
housing programs. Since the Public Housing AMP Fund is a segment accounted for within an individual
fund, no further segment information is presented.

The Tucson Golf Enterprise Fund accounts for the financing and operation of the City's golf courses, driving
ranges, pro shops and clubhouses. Since the Golf Fund is a segment accounted for within an individual
fund, no further segment information is presented in these notes.

3. Internal Service Funds

These funds are used to account for the financing of self-insurance and facilities and fleet maintenance
services provided to City departments on a cost-reimbursement basis. The costs of the internal service
fund services are spread to the appropriate functions on the government-wide Statement of Activities, and
the revenues and expenses within the internal service funds are eliminated from the government-wide
financial statements to avoid any "doubling-up" effect of these revenues and expenses.

4. Fiduciary Funds

These funds are used to account for assets held by the City in a trustee capacity or as an agent for
individuals, private organizations, other 