AGENDA
ORO VALLEY TOWN COUNCIL
STUDY SESSION
February 23, 2011
ORO VALLEY COUNCIL CHAMBERS
11000 N. LA CANADA DRIVE

STUDY SESSION AT OR AFTER 6:00 PM
CALL TO ORDER

ROLL CALL

1. Discussion Regarding Proposed Reductions to Current FY 2010/11 General Fund Budget

2. Presentation and Discussion Regarding Town-wide Telephone System Replacement Project

3. Transit Services Operations

4. Money Bags Squad Budget Recommendations

5. Discussion and Presentation Regarding Revenue Enhancement and Cost Reduction Options
for FY 2011/12

6. Future Budget Agenda ltems

FUTURE AGENDA ITEMS (The Council may bring forth general topics for future meeting agendas.
Council may not discuss, deliberate or take any action on the topics presented pursuant to ARS
38-431.02H)

ADJOURNMENT

POSTED: 2/18/11
5:00 p.m.
tig

When possible, a packet of agenda materials as listed above is available for public inspection at least 24
hours prior to the Council meeting in the office of the Town Clerk between the hours of 8:00 a.m. — 5:00
p.m.

The Town of Oro Valley complies with the Americans with Disabilities Act (ADA). If any person with a
disability needs any type of accommodation, please notify the Town Clerk’s Office at least five days prior
to the Council meeting at 229-4700.
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CcC-443 Item #: 1.
Town Council Study Session
Date: 02/23/2011

Requested by: S‘Facey Lemos, Finance  Submitted By: Stacey Lemos, Finance
Director
Department: Finance
Information
SUBJECT:
Discussion Regarding Proposed Reductions to Current FY 2010/11 General Fund Budget
RECOMMENDATION:

Based on the mid-year budget status report presented to the Town Council at the January 29, 2011
Budget Retreat, staff estimates a current year-end deficit in the General Fund of $1.2 million. Staff
recommends an additional $300,000 in General Fund budget cuts this fiscal year to reduce the
estimated deficit from $1.2 million to approximately $900,000. Staff will present the proposed reductions
at this evening's study session and discuss the related impacts with the Town Council.

The remaining $900,000 deficit would represent the use of cash reserves (contingency funds) at
year-end to pay for one-time, non-recurring capital costs associated with the energy efficiency upgrades
approved by Council during FY 2009/10. This complies with adopted Town Council policies for use of
contingencies for non-recurring costs. When the FY 2010/11 budget was prepared, staff anticipated that
a portion of the one-time, non-recurring capital costs associated with the energy efficiency upgrades
would be covered with incoming revenues due to an improving economy and higher sales tax receipts.
Anticipated revenues did not materialize; therefore, cash reserves will be used to cover the one-time,
non-recurring capital costs associated with the energy efficiency upgrades.

EXECUTIVE SUMMARY:

Lagging local construction activity this fiscal year has had a significant impact on the collection of
construction sales tax and building permit revenues budgeted in the General Fund. As a result, staff
anticipates General Fund expenditures in excess of incoming revenues at year-end by approximately
$1.2 million. If action is not taken to further reduce expenditures cash reserves will be reduced by this
amount. (Please see ATTACHMENT A - December YTD Financial Status for the General Fund). Staff
will present proposed budget reductions this evening to reduce the estimated year-end deficit to
approximately $900,000. Should Council accept the proposed expenditure reductions, the estimated
use of contingency reserves would be approximately $900,000 at year-end, which is the

amount of contingency reserves already approved by the Town Council to pay for the one-time,
non-recurring capital expenditures associated with the energy efficiency upgrade project included in this
year's budget. These actions are intended to limit the use of contingency reserves this year to one-time,
non-recurring expenditures already included in the budget and expected to be spent this fiscal year.

For the Highway Fund, staff anticipates a year-end deficit of approximately $450,000, significantly
greater than the budgeted deficit of $307,000. (Please see ATTACHMENT B - December YTD Financial
Status for the Highway Fund). The Highway Fund has a current cash reserve balance of slightly over $4
million, and is able to absorb a slightly higher than budgeted deficit; therefore, staff does not recommend
additional Highway Fund expenditure reductions at this time. This allows the full budget amount of
$747,000 to be spent on pavement preservation projects this fiscal year as a means of preserving the



overall condition index (OCI) rating on our roads.

BACKGROUND OR DETAILED INFORMATION:

The FY 2010/11 General Fund Budget was adopted with a planned deficit, or use of cash reserves, in
the amount of $344K. Due to lagging construction activity causing lower than budgeted collections in
construction sales taxes and building permit revenues, the projected year-end deficit in the General Fund
is now estimated at $1.2 million. General Fund revenues are estimated to come in approximately 7%, or
$1.8 million, below budget.

Department staff have been closely monitoring their budgets this year and have already provided over
$900,000 in estimated budget reductions through December through vacant position savings and other
line item operational savings. These departmental savings have already been captured in the year-end
expense estimates to arrive at the estimated $1.2 million deficit.

Staff is recommending additional General Fund budget reductions totaling approximately $300,000 to
achieve a lower year-end estimated deficit of approximately $900,000, rather than the current estimated
deficit of $1.2 million. This lower year-end revised deficit would then equal the one-time, non-recurring
capital project costs included in the budget for the energy efficiency upgrades that are on target to be
completed before year end. During FY 2009/10, when staff presented the financing plan for the energy
efficiency upgrades, the Town Council approved those costs to be funded out of General Fund cash
reserves, rather than incurring additional interest costs to finance the upgrades through a
lease-purchase option.

A General Fund year-end deficit of approximately $900,000 would result in a General Fund cash reserve
(contingency fund) balance of approximately $9.4 million. This is equal to 38% of annual General
Fund expenditures, still above our adopted policy limit of 25%.

FISCAL IMPACT:

Reducing General Fund expenditures by an additional $300,000 will result in a year-end deficit of
approximately $900,000. This will limit the use of General Fund cash reserves of $900,000 to the
one-time, non-recurring costs included in the budget for the energy efficiency upgrades,

while minimizing programmatic and service level impacts to the community that would be associated
with cuts beyond the $300,000 proposed by staff. The year-end estimated General Fund cash reserve
(contingency fund) balance would be approximately $9.4 million, or 38% of annual expenditures from
that fund.

SUGGESTED MOTION:
For Discussion Only.

Attachments
Link: ATTACHMENT A General Fund

Link: ATTACHMENT B Highway Fund
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Ef—:;b" December YTD Financial Status

ATTACHMENT A

FY 2010/2011

g

General Fund

% Budget Completion through December --- 50%

FINANCING SOURCES Actuals % Actuals Year End | % Variance
Budget .
thru 12/2010 to Budget Estimate to Budget
REVENUE:
LOCAL SALES TAX 5,447,388 | 12,464,250 43.7% 11,156,458 | -10.5%
BED TAX ALLOCATION 257,160 600,000 42.9% 600,000 0.0%
(allocation from Bed Tax Fund to Gen Fund)
LICENSES & PERMITS 373,238 1,276,510 29.2% 925,978 | -27.5%
FEDERAL GRANTS 377,656 881,239 42.9% 811,956 -7.9%
STATE GRANTS 106,772 145,700 73.3% 214,983 47.6%
STATE/COUNTY SHARED 4,097,887 8,360,415 49.0% 8,360,415 0.0%
OTHER INTERGOVERNMENTAL 158,843 607,781 26.1% 607,781 0.0%
CHARGES FOR SERVICES 504,382 1,021,715 49.4% 920,305 -9.9%
FINES 101,676 195,000 52.1% 203,351 4.3%
INTEREST INCOME 12,562 151,374 8.3% 25123 | -83.4%
MISCELLANEOUS 93,318 145,000 64.4% 183,023 26.2%
OTHER FINANCING SOURCES 367,000 367,000 [ 100.0% 367,000 0.0%
TOTAL FINANCING SOURCES 11,897,880 | 26,215,984 45.4% 24,376,373 -7.0%
FINANCING USES Actuals Budget % Actuals Year End | % Variance
thru 12/2010 to Budget Estimate * | to Budget
EXPENDITURES:
COUNCIL 130,747 220,610 59.3% 220,610 0.0%
CLERK 159,826 378,581 42.2% 378,581 0.0%
MANAGER 397,136 974,906 40.7% 883,012 -9.4%
HUMAN RESOURCES 206,048 484,189 42.6% 463,657 -4.2%
FINANCE 345,690 727,613 47.5% 724,613 -0.4%
INFORMATION TECHNOLOGY 564,679 1,120,106 50.4% 1,120,106 0.0%
GENERAL ADMINISTRATION 1,322,245 3,458,898 38.2% 3,339,503 -3.5%
LEGAL 337,234 842,785 40.0% 750,785 -10.9%
COURT 342,434 753,772 45.4% 753,772 0.0%
DEV & INFRASTRUCTURE SVCS 1,217,533 3,084,586 39.5% 2,753,661 -10.7%
PARKS, REC, LIBRARY, & CULT RSCS 1,371,024 2,947,715 46.5% 2,936,545 -0.4%
POLICE 5,317,815 | 11,566,573 46.0% 11,329,056 -2.1%
TOTAL FINANCING USES 11,712,410 | 26,560,334 44.1% 25,653,901 -3.4%
SURPLUS/(DEFICIT) 185,470 (344,350) (1,277,529)

*Year-end estimated department expenditures are very preliminary and subject to further revision.

C:\Documents and Settings\wgomez\Desktop\Gen Fund 2.23 Attachment A

02/15/2011
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ATTACHMENT B

~ December YTD Financial Status FY 2010/2011
Highway Fund
% Budget Completion through December --- 50%
FINANCING SOURCES Actuals Budget % Actuals Year End | % Variance
thru 12/2010 to Budget Estimate to Budget
REVENUE:
LOCAL SALES TAX 170,534 630,188 27.1% 398,807 | -36.7%
LICENSES & PERMITS 23,057 50,192 45.9% 50,192 0.0%
STATE GRANTS 92,487 317,000 29.2% 317,000 0.0%
STATE/COUNTY SHARED 1,265,465 2,669,767 47 4% 2,669,767 0.0%
INTEREST INCOME 4,920 53,205 9.2% 9,839 | -81.5%
MISCELLANEOUS 4,822 12,686 38.0% 12,686 0.0%
OTHER FINANCING SOURCES 32,402 64,804 50.0% 64,804 0.0%
TOTAL FINANCING SOURCES 1,593,686 3,797,842 42.0% 3,523,095 -7.2%
FINANCING USES Actuals Budaet % Actuals Year End | % Variance
thru 12/2010 9 to Budget Estimate | to Budget
EXPENDITURES:
ADMINISTRATION 400,878 1,029,154 39.0% 1,017,154 -1.2%
TRANSPORTATION ENGINEERING 260,557 1,285,320 20.3% 1,251,025 2.7%
PAVEMENT MANAGEMENT 89,300 201,893 44.2% 201,893 0.0%
STREET MAINTENANCE 399,896 954,481 41.9% 873,317 -8.5%
TRAFFIC ENGINEERING 230,164 634,383 36.3% 632,483 -0.3%
TOTAL FINANCING USES 1,380,794 4,105,231 33.6% 3,975,872 -3.2%
SURPLUS/(DEFICIT) 212,891 (307,389) (452,777)

C:\Documents and Settings\wgomez\Desktop\HW Fund 2.23 Attachment B
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CC-453 Iltem #: 2.
Town Council Study Session
Date: 02/23/2011

Requested by: Kevin Verville, Information Technology Director
Submitted By: Mike Standish, Town Clerk's Office
De ment: Information Technology
Information
SUBJECT:
Presentation and Discussion Regarding Town-wide Telephone System Replacement Project
RECOMMENDATION:

Staff recommends funding replacement of the existing Town-wide telephone system in the FY 2011/12
budget.

EXECUTIVE SUMMARY:

Staff recommends upgrading the phone system to reduce the risk of failure and the resultant loss of
productivity and community connection. The fiscal impacts of an upgrade can vary greatly depending on
the path chosen. One option is to upgrade the system completely, typically called a “forklift” upgrade.
Another option is to select a telecommunications vendor to collaborate with, and let them manage the
bulk of the system, often referred to as a hosted or managed system.

Regardless of the replacement method, we significantly reduce the risk of downtime, and can expect to
reduce the administrative costs overall due to simplified and efficient system management, minimal
maintenance, as well as reductions in carrier costs required to maintain connectivity between Town
facilities.

As is the case with most new technology investments, there will be an increase in ongoing O&M costs
from annual license fees or hosting fees. Some of these potential increases have already been offset by
contract reset/re-negotiations with telecommunications vendors resulting in an annual savings of more
than $24,000.

We all agree that telecommunications plays a vital role in our capacity to provide quality public service to
our citizens. Having a reliable and capable phone system will help us maintain the economic viability
and quality of life in the Town.

BACKGROUND OR DETAILED INFORMATION:

On par with our road system, the Town’s communications networks play a vital role in connecting us to
our citizens, businesses, and regional partners. One key element of these networks is our phone
system. Over the last eleven years the phone system has been very reliable and has grown in lock step
with our organization; however, as our phone system has aged, maintenance costs have risen, new
parts are becoming scarce, and its end of life status from the manufacturer resulted in the loss of our
maintenance contract with the vendor and support from the manufacturer.

In this current economic climate, the reliance on technology to fill the gaps due to staffing and budget
cuts continues to increase; further putting a strain on IT staff workloads, and the increased maintenance
and administrative overhead of our existing phone system exacerbates this situation.



HOW DID WE GET HERE?

Our current phone system is 11 years old, and based on 20-year-old technology. The system had a
planned lifespan of 10 years when originally purchased in 2000. In 2007, the IT Department began
planning for its replacement, and brought the project to the CIP committee for the first time in 2008. At
that time, our vendor assured us of an upgrade path that would allow the Town to maximize our
investment while reducing the overall cost of upgrading. We continued with this plan until the bankruptcy
of Nortel and subsequent acquisition by Avaya in 2009. In July of 2010, our vendor informed us that
Avaya announced the end of life for our system, and discontinued support. Without a maintenance
contract we are left with two options: attempt to maintain the current system or upgrade it in its entirety.

CURRENT SITUATION

There is significant concern regarding the integrity of our phone system. Of primary concern is the
failure of a single major component (e.g. core processor). Should this happen the entire phone system
could potentially be down for a significant amount of time as we source the replacement part and have it
installed. For example, a recent failure at a Police substation cut off communication for two days.
Fortunately, the failure occurred at a branch office, and not at the main campus. This single incident
depleted approximately 20% of the budgeted maintenance for the year. Further exacerbating this
problem is the need to source parts from the grey market (e.g. eBay, surplus dealers), with no
guarantee of quality, and usually limited warranties. Additionally, having a spare available for all the
possible failure points is not only impractical, but also fiscally irresponsible.

For the FY 2010/11 budget, Mayor and Council agreed to proceed with the original upgrade path, and
approved the use of Capital funds to upgrade the Town's data network in anticipation for a new phone
system utilizing Voice Over Internet Protocol (VOIP) technology. The IT Department has been working
with network vendors and engineers on a new network design since September, and is on track to have
this completed in June of 2011.

In anticipation of further fiscal constraints, the IT Director has taken steps to re-negotiate or reset most
of our telecommunications contracts with Qwest, which will result in an annual budget savings of over
$24,000 starting in FY 2011/12. These savings will partially offset cost increases associated with a new
phone system.

BENEFITS

Upgrading our phone system has many benefits. Downsizing to one communication network instead of
two creates clear administrative cost savings and a reduction in basic infrastructure and wiring costs.
There is a minimal investment risk because the data network is already in place and functioning
effectively. Furthermore, there are significant savings from the lower basic cost of completing external
calls. However, VOIP goes even further, bringing improved efficiency through simpler management,
which allows staff to concentrate on other core duties.

FISCAL IMPACT:

Regardless of the solution chosen, there will be a one-time capital expenditure, and an anticipated
increase in monthly O&M. The four upgrade options estimate an increase in monthly O&M from $4,500
to $12,800, and an estimated one-time capital expenditure of between $20,000 and $800,000,
depending on the option chosen. A one-time $20,000 expenditure is required to improve electrical
facilities in several network “closets.”

The table below outlines the estimated one-time, monthly, and annual O&M costs for each option:



Do Nothing -

Keep Existing System
Purchase Phone System —

All at once

Purchase Phone System —
Lease Purchase

Contract for Hosted/Managed —
Purchase Phones

Contract for Hosted/Managed —
All Inclusive

8,000 96,000

800,000 12,500 150,000

100,000 15,800 189,600

©“ |e» |ep (&6 |eP

$ $
$ $
20,000 | % 20,800 | $ 249,600
$ $
$ $

20,000 18,800 225,600




CC-448
Town Council Study Session
Date: 02/23/2011

Submitted By: Aimee Ramsey, Development Infrastructure Services
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Item #: 3.

Department: Development Infrastructure Services

Information
SUBJECT:
Transit Services Operations

RECOMMENDATION:
N/A

EXECUTIVE SUMMARY:

Staff was asked to bring forward service options for the FY 2011/12 budget. The options proposed are:

* Option A - No change

* Option B - Keep operating Sun Shuttle and Eliminate Coyote Run

* Option C - Eliminate Coyote Run and the RTA will subcontract the Sun Shuttle operation
* Option D - Negotiate with the RTA to give more financial support to Coyote Run

* Option E - Further reduce Coyote Run and Operate Sun Shuttle

BACKGROUND OR DETAILED INFORMATION:
Cost cutting cost savings in the last three years:

» Work force reduction of 33.2%

* Service hour reductions in Zone B & Zone C

* Service capped at 65 passengers/day

* No next day service

* Volunteer Driver Program

» Systematic changes to operations to reduce costs

Service today:

* New Sun Shuttle Dial-A-Ride covering an expanded Zone A
- Expanded service hours on Sun Shuttle

* Service hour reductions in Zone B & Zone C continue

* Service cap eliminated

* Volunteer Driver Program on-going for Coyote Run

In depth review of each option:

Option A — No Change to Service Levels

* Meets the present demand of the community.

« Staffing levels are at FY 2009 budget level (10.08 FTE)
» General public service for residents and non-residents
» Coyote Run is available for services outside the area



* No trip denials

Option B - Keep operating Sun Shuttle and Eliminate Coyote Run
+ Continues Sun Shuttle operations by Transit Division
* Eliminates Coyote Run Service

- Public Meeting Required

- 35+ daily trips eliminated - denied

- Staff reductions from 10.08 to 7.4 FTE

- $50K Reduction in projected fleet maintenance transfer

- No Senior service outside Sun Shuttle Blue Zone

- Service efficiencies lost

Option C - Eliminate Coyote Run and the RTA will subcontract the Sun Shuttle operation
* Continues Sun Shuttle operations by third party
* Eliminates Transit Services

- Public Meeting Required

- 35+ daily trips eliminated - denied

- Staff reductions from 10.08 to 0 FTE

- $101K Reduction in projected fleet maintenance transfer

- $5,800 Reduction in Software Maintenance

- No Senior service outside Sun Shuttle Blue Zone

Option D - Negotiate with the RTA to give more financial support to Coyote Run
* Mayor would need to open discussions with the Regional Transportation Authority

Option E - Further reduce Coyote Run and Operate Sun Shuttle
* Possible service reductions not vetted

- Reduction in Zones (service area)

- Reduction in Days (operate three days a week)

- Additional service hour reductions

100% reduction in general fund would most likely end all transit services in the area as itis a
requirement of the 2006 legislation and maintenance of effort requirements.

FISCAL IMPACT:
General Fund Requirements for each Option:

Option A $393,000
Option B $225,000
Option C $76,000
Option D NA
Option E NA

SUGGESTED MOTION:
Information only.
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CC-452 Item #: 4.

Town Council Study Session
Date: 02/23/2011

Requested by: Art Cuaron, Finance Submitted By: Art Cuaron. Finance
Analyst
Department: Finance
Information
SUBJECT:
Money Bags Squad Budget Recommendations
RECOMMENDATION:
N/A

EXECUTIVE SUMMARY:
Staff will present the Money Bags Squad budget recommendations for FY 2011/12.

BACKGROUND OR DETAILED INFORMATION:

The Money Bags Squad, part of the recently implemented Innovations Team, was assembled in
December 2010 to provide a forum for Town employees to actively participate in the FY 2011/12 budget
process. The call for volunteers took place in early December with the initial meeting occurring in
January 2011. A total of 13 employees from various departments participated on the squad. A total of 6
meetings took place between January and February during which the group brainstormed ideas on both
revenue enhancements and expenditure reductions. The Money Bags Squad discussed the merits of
each individual idea presented by employees, refined those ideas and formulated the attached
recommendations.

For each idea that was brainstormed, the squad methodically discussed the pros and cons before
arriving at a majority decision as to the inclusion of the idea in the final recommendations. After agreeing
upon the final revenue enhancement and expenditure reduction recommendations the Money Bags
Squad categorized them in the following manner:

1. Immediate (i.e. FY 2010/11)

2.FY 2011/12;

3. FY 2012/13 and Beyond and,

4. Management/Policy considerations

Staff will provide a presentation detailing the budget recommendations of the Money Bags Squad.

FISCAL IMPACT:
N/A

SUGGESTED MOTION:
N/A

Attachments
Link: MBS Recommendations



Revenue Enhancements

Immediate

(FY 10/11)

* Enterprise Fund cost allocation study

Expenditure Reductions

Immediate

(FY 10/11)

* Reduce custodial services contract

« Eliminate coffee service and purchase of other incidentals

* Minimize food service
« Institute cell phone stipend
* Reduce travel and training budgets

» Reduce non-essential memberships & subscriptions

Management/Policy Considerations

» Aggressively pursue annexations

» Aggressively pursue grant opportunities
» Aggressively market OV as a means of economic development
« Continue to pursue regional partnerships

* Review/implement uniform policies

Money Bags Squad
Budget Recommendations

FY 12/13
FY 11/12 & Beyond
* Increase retail sales tax * Implement property tax
* Increase utility sales tax * Implement Utility Franchise Fees
* Increase business license fees * Enterprise Fund cost allocation study
* Increase user fees where appropriate
* Implement liquor license fee
* Pursue naming rights at Town parks & facilities
* Pursue advertising opportunities on website & facilities
* Enterprise Fund cost allocation study
* Implement commercial rental tax
FY 12/13
FY 11/12 & Beyond

* Eliminate funding for holiday party

* Reduce uniform budgets where appropriate

+ Eliminate stand alone printers and fax machines
* Minimize OT spending

* Encourage comp. time usage

* Voluntary severance/retirement plan

* Implement formal volunteer program
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CC-447 Item #: 5.
Town Council Study Session
Date: 02/23/2011

Requested by: S‘Facey Lemos, Finance  Submitted By: Stacey Lemos, Finance
Director
Department: Finance
Information
SUBJECT:

Discussion and Presentation Regarding Revenue Enhancement and Cost Reduction Options for FY
201112

RECOMMENDATION:

With the General Fund facing an almost $3 million budget deficit (including capital projects and routine
asset replacement needs) next fiscal year, and the Highway Fund facing nearly a $1 million deficit next
year, staff recommends a combination of increased revenue sources and further targeted program
cuts/reductions to close these projected deficits. Staff will present a more detailed overview of the
various revenue enhancement options provided at the January 29th Budget Retreat along with a

general discussion regarding further budget cuts. Staff will be seeking the Town Council's preference on
the levels and areas of increased revenues that may be considered for next year in order to bring back
more specific program and service level reductions at a future study session.

EXECUTIVE SUMMARY:

The Town is anticipating further declines in state shared income tax revenues next fiscal year coupled
with another year of limited commercial and residential development activity leading to further declines in
local construction sales tax revenues. These are the very revenue sources that the Town heavily relies
upon to provide much needed programs and services to the community.

The General Fund budget has experienced the following reductions since FY 2007/08:

e From $32 million to $26 million (current FY 2010/11) - 20% overall reduction
e Projected to decline to $24 million next fiscal year - another almost 10% reduction

The Highway Fund budget declines have been similar during this timeframe as follows:

e From $6 million to $4 million (current FY 2010/11) - 33% overall reduction
e Projected to decline to just over $3 million next fiscal year - another 20% reduction

These budget cuts have been accomplished by reducing staffing levels, keeping positions vacant,

paying off debt service on bonds, reorganizing, consolidating and flattening departments, and reducing
operations and maintenance budgets. In addition, the General Fund is now dependent upon receiving
$600,000 - $700,000 annually in bed tax revenues from the Bed Tax Fund in order to remain balanced.

Without serious consideration of additional revenue sources for next fiscal year and beyond, further
budget cuts will require employee layoffs leading to greater diminishment of community programs and
service levels.

BACKGROUND OR DETAILED INFORMATION:



Enacting new local sales taxes or increasing existing sales taxes are the two main areas that would

have the most immediate impact on next year's revenues and are accomplished by Council adoption of a
local ordinance. However, State law now requires cities/towns to provide 60 days notice on the home
page of their websites prior to approving any new fee or tax or any increased fee or tax. Then, once
Council approves a local ordinance to adopt a new tax or increase in tax, it does not take effect for 90
days, resulting in a roughly 5 month timeframe from providing public notification to actually begin
collecting the revenues. Therefore, even if the Town posted a public notification to increase an existing
tax rate March 1st, for example, the Council vote on the ordinance would have to take place after May
1st, and the new tax rate would not become effective until August 1st.

Attachments A and B provide additional details on the main revenue option areas discussed at the
January 29th Budget Retreat. Staff will review these in more depth during the study session.

Attachment C provides a combination of revenue enhancement and overall budget reduction scenarios
for both the General Fund and Highway Fund. These scenarios will be discussed in more detail at the
study session.

FISCAL IMPACT:

Staff strongly recommends a combination of revenue enhancement options and further program
reductions in order to provide both short-term and long-term budget stability for the General Fund and
Highway Fund. Local economic recovery is expected to be a long and slow process over many years.
The town can no longer afford to fund its capital project and routine asset replacement needs

while providing resources to the full breadth of programs and services in currently in place. Further,
the economic environment no longer exists that previously provided for the replenishment of the Town's
contingency reserves as they are used for one-time, non-recurring purposes.

The fiscal impact of the information presented this evening will depend on the ultimate balance of new

revenue sources and program reductions that are supported by the Town Council.

SUGGESTED MOTION:
Study session material for discussion purposes.

Attachments

Link: Attachment A-Revenue Options
Link: Attachment B - Primary Property Tax Information
Link: Attachment C-Deficit Closing Options
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ATTACHMENT B
PRIMARY PROPERTY TAX INFORMATION

On the discussion of additional revenue sources, Council requested the formula for
calculating primary property tax monthly impacts for homeowners of various valuations. The
estimated monthly impacts of various property tax rates on homes of specified valuations
are shown in the table below:

Response:
10% $1.00/$100 $1.50/$100 $2.00/$100
Home Limited | Assessment Primary Tax Primary Tax Primary Tax
Value* Ratio Rate-Monthly | Rate-Monthly | Rate-Monthly
Impact Impact Impact
$100,000 $10,000 $ 8.33 $12.50 $16.67
$200,000 $20,000 $16.67 $ 25.00 $ 33.33
$300,000 $30,000 $ 25.00 $ 37.50 $ 50.00
$400,000 $40,000 $ 33.33 $ 50.00 $ 66.67
$500,000 $50,000 $41.67 $62.50 $83.33
$600,000 $60,000 $ 50.00 $ 75.00 $ 100.00

*A property’s limited value can be found by performing a parcel search on the specific property
on the Pima County Assessor’'s website, www.asr.pima.gov.

Primary Property Tax Calculation Formula:

Primary property tax is calculated against a home’s limited value, and residential property is
assessed at 10% of the limited value. For the monthly property tax impact to a home with a
$100,000 limited value at a tax rate of $1.00/$100, the below formula is used:

$100,000 Limited Value

X 10% 10% assessment ratio

$ 10,000

[___$100 Divide by $100 to get value per $100

$ 100

X 1.00 Multiply by tax rate of $1.00

$ 100 Annual Property Tax Amount

/ 12 Divide by 12 to get Monthly Tax Amount
$ 8.33 Monthly Property Tax Amount

Estimated Primary Property Tax Revenue by Rate:

$1.00/$100 Assessed Value = $6,200,000
$1.50/$100 Assessed Value = $9,200,000
$2.00/$100 Assessed Value = $12,300,000

(Based on 2011 Town of Oro Valley Limited Assessed Valuation of $618,976,953)


http://www.asr.pima.gov/

ATTACHMENT C - OPTIONS FOR CLOSING THE FY 2011/12
GENERAL FUND AND HIGHWAY FUND DEFICITS

OPTIONS FOR CLOSING ESTIMATED GENERAL FUND DEFICIT OF $3,000,000

Option A Option B Option C Option D Option E
2% utility tax increase 2% utility tax increase .50% local sales tax
. ) . . = = increase
2% utility tax increase 1% utility tax increase $1’3001000 $1,300,000 _
2% commercial rental .25% local sales tax =$1,800,000
= $1,300,000 = $650,000 .
Proaram cuts and Proaram cuts and tax increase (excludes bed tax and
g g ~$900,000 ~$780,000 construction tax,
smaller fee revenue smaller fee revenue . .
. . Program cuts and Program cuts and includes utility tax)
increases Increases smaller fee revenue smaller fee revenue Program cuts and
= $1,700,000 = $2,350,000 . )
increases increases smaller fee revenue
=$800,000 =$1,000,000 increases
=$1,200,000

OPTIONS FOR CLOSING ESTIMATED HIGHWAY FUND DEFICIT OF $1,000,000

Option A Option B Option C
.25% local sales tax o . 2% commercial rental
increase 1% utility tax increase tax
=$780,000 = $650,000 =$900,000
: Program cuts and ’
Program cuts and Program cuts and
avement pavement pavement
pave preservation budget :
preservation budget reduction preservation budget
reduction reduction
=$350,000

=$220,000 =$100,000

02/18/2011
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