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Budget
On Tuesday, we approved a ceiling for
our FY’16 budget. I voted against it
simply because we are spending more
than we’re bringing in every year and
need to stop that trajectory. One of my
colleagues said we have a “positive
cash flow.” In fact, we’re relying on
the sale of $9M in land and draining
nearly $2M from our Rainy Day fund
again to ‘balance.’ That’s not a positive cash flow. You change that by a combination of things: reduce what you’re
spending and increase what you’re bringing in. Easy in concept – not so easy in
practice.
This entire newsletter will be on the budget. I’m going to cover it by sharing with
you the several questions I asked of Staff, their answers, and then I’ll comment on
both the answer and how they played into a motion I made on Tuesday, which was
not adopted by M&C.
First, I want to speak to the timing of my bringing this motion to the M&C on
Tuesday and not before. This budget process has unfolded with staff presenting on
one segment of the budget one week, another the next, and so on. Several weeks
ago, I made the point to them that just because I wasn’t pushing back on individual
pieces of the budget didn’t mean that I was comfortable with the overall picture. It
wasn’t until we saw the entire budget laid out in front of us that all the connecting
parts could be considered as a whole. Until then, none of us would have been in a
position to put together a cohesive counter. We got the full picture on May 5th, I
sent staff my list of questions on the 8th, they returned answers at 5pm on the 15th,
and it was only over the weekend that I had the information to put into place a
counter proposal. Some on the Council took exception to my timing, but in point of
fact, it was the manner in which we’ve attacked the budget process this time that
forced my hand in terms of when my full response could be presented.
Do I believe that all is fine with our direction? Well, this brief clip speaks to that:
https://m.youtube.com/watch?v=zDAmPIq29ro

Caroline Lee
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Continued: A Message From Steve
Important
Phone Numbers
Tucson Police
Department
911 or nonemergency
791-4444
Water Issues
791-3242/800-598-9449

Emergency: 791-4133
Street Maintenance
791-3154
Graffiti Removal
792-2489
Abandoned
Shopping Carts
791-3171
Neighborhood
Resources
837-5013
SunTran/SunLink
792-9222
TDD: 628-1565
Environmental
Services
791-3171
Park Wise
791-5071
Planning and
Development
Services 791-5550
Pima Animal Care
Center
724-5900
Pima County Vector
Control
Cockroach: 443-6501
Mosquito: 243-7999

On Friday the 8th, I sent in a list of budget related questions. Staff worked hard to reply
before our meeting on the 19th. Below is the memo sent back to the Mayor and Council
(M&C) answering each of the questions. I’ll share it verbatim so you can see what M&C
saw in the exchange. My comments will be interspersed where one topic of questions
ends, and another is about to begin. So, let’s get started…
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The point of this series of questions was to demonstrate that since I was elected, we have
drained money from our Rainy Day fund every year, using that tactic as a
“one time fix” to balance our budgets. Our own self-imposed policy is to
have our fund at 10% of revenues. It’s now down to under 5%. You’ll see at
the end how this became a part of my multi-part motion. The goal is to put
a policy in place that keeps our hands out of the cookie jar until we reach
our own policy target. The Stabilization Fund is for emergencies, not for
balancing our budget every year because we don’t want to make hard
choices in other areas.
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Important
Phone Numbers
Senator John
McCain (R)
520-670-6334
Senator Jeff
Flake (R)
520-575-8633
Congresswoman
Martha McSally (R)
(2nd District)
(202) 225-2542
Tucson Office: 520881-3588
Congressman
Raul Grijalva (D)
(3th District)
520-622-6788

Tucson’s Birthday

Governor Doug
Ducey (R)
602-542-4331
Tucson office:
520-628-6580
Mayor Jonathan
Rothschild
520-791-4201

ZoomTucson Map
http://
maps.tucsonaz.gov
/zoomTucson/
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Last fall, M&C rejected the service changes to the bus system that were being proposed
by staff. Now, in trying to balance our FY’16 budget, staff is bringing back much of what
we said ‘no’ to last year. I just wanted it to be clear that these proposals are in fact a part
of what’s being relied on this time around. We lost the financial savings by rejecting them
a year ago – and after the Tuesday discussion it’s not clear whether or not they’ll survive
the final budget vote. That will come up in June. We’ll see, and we’ll see how much collaboration takes place in coming to that position.
Look at the charts – we’re not talking about eliminating routes. We’re talking about making them more efficient. There’s no reason to wait again. It’s simply costing us money,
and from the standpoint of building a better transit system, we’re missing opportunities
that were offered through a Comprehensive Operational Analysis that our transit management contractor paid dearly to have produced.
Advocating for the COA changes does not make one ‘anti-transit.’ The bus system cannot
sit alone in our budget while we’re struggling to make ends meet.

If we were to make the route changes staff was suggesting, we’d also be able to reduce
the number of busses needed to run the system. Buying busses costs our General Fund
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about 20% of their total cost. The point of my question was to validate that when we sign
onto a 5-year transit plan, we’re at the same time committing General Fund dollars years in
advance. You can see the magnitude of those commitments from staff’s answer. It’s millions of dollars.
By rejecting the COA proposals, we also lose out on savings related to the need to purchase
fewer busses in FY’18.

We have a Request for Proposals process managed for us by Visit Tucson through which
our many civic events compete for the money that we are able to invest in them. The answer given above is totally nonresponsive to my question. All of our civic events involve
City services. The proposal to pull three out for special consideration runs counter to the
process we have established with Visit Tucson. It treats these events differently than El
Tour de Tucson, Tucson Meet Yourself, the 4th Avenue Street Fair, the All Souls ProcesTucson’s Birthday
sion, 2nd Saturdays, the Ft. Lowell Soccer Shoot-Out, and all the rest.
The issue as to whether they’ve all paid their bills to the City was ignored. I’m told by staff
that one of them still hasn’t. My goal is to treat all civic events the same way, increase our
funding for them when we can, make sure they’re all paying what they owe for services
rendered, and avoid cherry-picking favorites.
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The operative words in Staff’s answers to both vehicles and building maintenance are
“not funded.” We are sitting on a time bomb when it comes to the need to upgrade our
vehicles and just hoping we don’t have a major building system go bad.
When (not if) it does, the funding solution we’ll be told is needed will
be selling debt in the form of Certificates of Participation. The debt service for those is our General Fund. It’s really quite circular, and it’s the
reason we have to reinvest in our Stabilization Fund. The proposed
FY’16 budget has $250K in what’s called our Contingency Fund. That
fund is intended to pay for things such as an HVAC system in a City
building that goes bad in July. The $250K won’t last until August.

You’ll note that they didn’t answer the question.
Last year, in an effort to zero base budget, staff asked each department to list the functions
they performed and to indicate whether each was a core function or not. Departments
then took the time to prioritize each of them as a precursor to our directing them to reduce services to the community. We didn’t do that, but instead balanced the budget with
one time fixes again. My question was for staff to show us which services were ranked as
the lowest priority by departments and could be on the chopping block. We wouldn’t be
going 10% deep into the services we provide, but it’s not at all unreasonable to think we
could do some trimming just to reduce our expenditures. A 1% reduction in our General
Fund operations would amount to just under a $5M savings. Those are the numbers, even
if Staff avoided showing which programs would be eliminated if we asked them to make
the reductions.
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Actually, the new facility will be more costly. It will be considerably larger, it will contain a
sophisticated medical component, and the voters asked that we move farther in the direction of it being a ‘no kill’ shelter. Right now, PACC has a live adoption rate of just over
80%. Increasing that will take money.
We should have increased our funding for the County spay/neuter program two years ago
when I proposed it. We still should. We pay for the services PACC renders, regardless of
whether or not we put it on our budget at the front end of the fiscal year. That’s what “fee
for service” means. My point to staff is simply this: use the FY’15 actual costs as the baseline for setting our FY’16 budget, not what we had budgeted for ’15 before the higher actuTucson’s Birthday
als came in from the County. That’s simply realistic.
The County, on the other hand, needs to back off on sending other jurisdictions bills for the
capital costs associated with the ‘pup tent’ they built. At no time did they approach any
other jurisdiction and ask – before they assumed the costs for the new structure – whether
any of us would, or could, ante up cash to help them defray the capital expenses. Before
you take on debt, you ask your partners whether they’re good for a chunk of it. They didn’t, so they own that decision.
You cannot run a facility without administration. The County bills us each month for administration. What we don’t need to be paying is a part of the wider County administrative
costs, such as those associated with the Administrator’s office, or any other ‘admin charges’
that are not directly a part of running PACC.
We’re all in this together. The County needs to quit trying to ding the rest of us in unjustified ways, and the City needs to pay our fair share of running PACC. We need to budget
for the kind of facility the voters said they want out there. This really shouldn’t be more
complicated than that.
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Again, not a responsive answer. But I understand the reason. Negotiations are still ongoing. Staff shouldn’t divulge specifics as to what’s on the table. My intent in asking the
question was to remind all parties involved that we have very limited resources and so if
we’re going to effectively give pay raises (as each of the unions have requested), the people at the bargaining table need to show some creativity and move the dollars that are
available around to achieve that goal. We don’t have the money to increase pensionable
base salary without reducing the benefits side by a like amount.
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This is one of the more comprehensive responses to my questions. It shows that we’re doing a very good job of trying to recruit new police officers. The one part of my question
that’s embedded in the answer that might help solve the apparent inability to recruit effectively is the same as the previous question. Move dollars from benefits over to base pay. I
tried suggesting that last year when it came to Sick Leave Sell Back, and the push back was
ugly. We stopped allowing them to spike their pensions by selling back unused sick leave
and having it added to their pensionable income. It’s a violation of State law, and yet we’re
still allowing those who did it before to use the sold back hours to compute pensions. That
benefit is just one of many that could be moved into base pay to help us recruit more effectively.
No one group of employees is more deserving of pay increases than any other is. I’ve made
the same suggestion for both public safety and non-public safety workers. We’ll see if any
of them choose to move the dollars around so peoples’ take home pay goes up without increasing the size of the pay/benefits pie.

Tucson’s Birthday

And my purpose in adding this comment was simply to remind people that we don’t have
extra cash for things that are not necessities. Don’t put them on a ‘needs list’ when we’re
struggling to fix decrepit buildings, buy new vehicles, and we’re selling off assets to
‘balance’ our budget.
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The pay raises we gave last year cost our General Fund over $5M. I voted against them,
not because I didn’t feel our workers had earned the bump, but because we paid for it by
deferring maintenance on our buildings and infrastructure, didn’t buy nearly the quantity we should have of new public safety – or any other – vehicles, dipped into our Rainy
Day fund and had to absorb increased pension obligations as a result of the pay increases.

M&C voted down any bus fare increases again last year. We needed the revenues then,
and we still do. I don’t much care how they come up with the $730K anticipated, but get
there. Whether it’s increasing the cost for period passes, full or low income fares, or
whatever the mix is, we have to increase our revenue base beyond what it currently is.
The figures preceding this item clearly show that our expenses are outpacing our revenues. That’s nothing but arithmetic, and we need to ask every department to share in the
solutions.
M&C made it clear that this is not an option they’re interested in pursuing yet again this
fiscal year.
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The point I was making with this question is that we begin in the red again next fiscal year.
There will be a new $1M general fund obligation for the police coming off a grant we were
awarded three years ago, plus a likely bill coming from public safety pension litigation.
This year, a similar settlement cost the City $18M in police/fire pension costs. Next year
will likely be much the same.
Add to that the $1.4M in new costs we’ll have to fund between the SW Gas agreement and
City Court. We cannot pretend these financial obligations don’t exist.

Tucson’s Birthday

We cannot justify continuing to buy new busses and not buy paramedic trucks. Last year I
asked for the mileage on our police and fire
vehicles. Showing that didn’t create the urgency necessary to commit money to getting purchases into the pipeline. Maybe the last sentence in the CM’s answer above will. If we identified funding today, by the time the new vehicles
are placed into service, 76% of our pumper fleet,
93% of our paramedic fleet, and 33% of our ladder fleet will be in need of replacement. The motion
I made identified that funding source.
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I don’t share the optimism that losing a major retail opportunity to Marana will net out in
the positive for Tucson. But, it’s speculation, so I guess we’ll all wait and learn the impact
together.

If we haven’t done a review of the fees, then staff is not really prepared to discuss potential increases for the coming fiscal year. I expect our new City Manager will identify this
as one area in need of actual review when he arrives mid-summer.
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If you are a business owner, or anybody who’s doing business with the City, your suggestions for how we can streamline processes is important. There’s a residential group – Tucson Residents for Responsive Government – that meets regularly with staff to discuss this
sort of thing. In their case, it’s largely related to Code Enforcement processes and openness
in how we conduct our business. If you’re a business operator, contractor, or even a homeowner doing remodeling, let us hear how we can up our game.
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I hope so. We can’t continue operating in a vacuum from one another. Soon the new January 8th Memorial Plaza work will be taking place between their building and ours. That
symbolizes a coming together.

Our expenditures exceed our revenues. The cap is too high. I did not support moving the
existing budget forward with a maximum spending limit that causes us to dip into our
reserves for the 5th consecutive year, rely on land sales and/or other non-sustainable
‘fixes.’ Status quo is not an option.

What we are doing is the analog to Sean Miller or RichRod letting the Pac12 Conference
do the initial sales pitch for Arizona, and then greeting the recruits they send to us. I do
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not for a minute believe we’re in the game at the level we need to be by taking recruits sent
our way by TREO or the Arizona Commerce Authority. Of all the answers to my questions
offered back by staff, this one, the one about the condition of our fire department vehicles,
and the confirmation that we have no game plan for addressing deferred maintenance issues were perhaps the most troubling.
I absolutely believe our economic development staff should be making in-person recruiting
touches with prospects (‘home visits’ in the athletics world), and not waiting for other
agencies to send them our way. Frankly, I’m not all that concerned with ‘recruitment of
firms to our region.’ Note the discussion above about the shopping mall going in up in Marana. I want them relocating to Tucson. We’re not being as aggressive about this as we
should be.
Also, I asked about vehicles and building financing game plans - what's our plan for upgrading I.T. infrastructure? In 2013 we had an 'unmet needs' list that showed $25M in
needed upgrades. Those are now out of date - what's the current estimate for that department?
We are still working on a game plan to fund the I.T. infrastructure needs. The fiber optic
network replacement could be a possible City bond item. Staff is currently in the process
of updating the unmet needs list and are meeting with each department to discuss their
items. For I.T. infrastructure needs, not including replacing the fiber optic network, the
amount is approximately $9 million. We also have updated software needs for Tucson Fire
and Police and Planning and Development Services. I did not include those amounts in
the $9 million.

Tucson’s Birthday

Not addressed in any of the budget presentations is the fact that our Information Technology system is old, out of date, and is in need of a facelift that will cost north of $10M. Voters
approve bonds, so that ‘possible’ solution isn’t a unilateral choice we make at the M&C level, and the timing is problematic.

So those are the questions, answers, and a few comments. The motion I made on Tuesday
was intended to address our reserves, expenditure levels, and revenues; put in place a mechanism for funding new fire vehicles; and meet our voter-directed obligation in terms of
funding the Pima Animal Care Center. It therefore needed to include several parts. Here
they are:
I move for the FY’16 Budget:
Reduce all departmental General Fund budgets by 2%, excluding police, fire, the 911
system, and the enterprise funds. Departments will be required to submit budget
reduction proposals to the City Manager for approval. This will yield approximately
$4.7M.
Approve staff recommendation for both minor and major service changes for transit
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system. This is already projected to yield approximately $1.6M in FY’16 budget.
Implement the staff recommended 10% transit fare increase for FY’16 budget. This is
projected to yield $730K in General Fund revenue.
Allocation of new revenues:
Establish by policy a requirement that each budget cycle, Mayor and Council will add
a minimum net $1M to the Stabilization Fund until Mayor and Council selfimposed policy of that Fund being at 10% of revenues is reached. Do not reduce
Stabilization Fund by the staff recommended $1.8M this fiscal year.
Allocate $2M this fiscal year to the purchase of new Fire Vehicles. Quoting from Staff
answer to my question related to TFD vehicles: If we identified funding today, by
the time the new vehicles are placed into service, 76% of our pumper fleet, 93% of
our paramedic fleet, and 33% of our ladder fleet will be in need of replacement.
Allocate an additional $730K to fully fund our obligations to the Pima Animal Care
Center.
There’s a clear interplay between each of the items. As such, I would not agree to splitting
them up for separate votes. M&C did not agree to my proposals, and eventually voted to
move ahead with the spending cap as it was at the start of the day.
The purpose of this newsletter is to share with you how we do our business. There you
have the blow-by-blow of this year’s budget discussion. I don’t think many households
handle their financial affairs this way, and I’m sure that successful businesses don’t.
While I understand that we’re neither of those and that we have responsibilities to serve
many facets of the public, we also have a responsibility to spend your money in ways that
we can sustain over the long term. This budget isn’t that.
Despite the hard feelings that were on exhibition at the study session, we’ll continue to
work together on this, and all other issues that come before us. I will be advocating for the
new City Manager to start engaging in budget talks much earlier than we did this year.
That will allow for more time to work with one another and come to agreement on the size
of our budget and priorities that it will include.
Sincerely,

Steve Kozachik
Council Member, Ward 6
Ward6@tucsonaz.gov

