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April 4, 2012 
 
To the Honorable Mayor and Town Council: 
 
One of the primary duties of the Town Manager is to prepare and present a balanced annual 
budget. It is my privilege to present Town Council with the Town Manager’s Recommended 
Budget for fiscal year 2012/13 in the amount of $97.9 million; a $3.7 million, or 3.9% increase 
from the Adopted FY 2011/12 Budget totaling $94.2 million. 
 
The Town Council has made financial decisions the last two years that have put the Town on a 
sustainable financial path. These decisions range from increasing revenues and efficiencies to 
streamlining operations. The organization has reduced staff, and we continue to right-size the 
organization to ensure that expenditures are aligned with revenues. The Town staff has been 
extremely dedicated and supportive through the financial crisis we’ve experienced over the last 
four years.  
 
The budget was developed with the following core themes: 
 

1. Invest in Town employees  
2. Invest in infrastructure and Town assets 
3. Economic development as a critical element to creating a healthy financial environment 
4. Support regional partnerships and efforts that benefit Oro Valley 
5. Support quality-of-life programs and services for community members 
6. Implement additional efficiencies and cost-saving measures 

 
Invest in Town employees  
 
The Town has reduced staff considerably over the past four years. The Town has some of the 
most dedicated and competent employees who have taken on more responsibilities. In an effort 
to recognize the efforts of our employees over this time, the budget includes a modest 2.5% 
cost of living adjustment (COLA) for all employees effective 7/1/12, the first since FY 2008/09. 
The cost impact of the COLA is approximately $430,000 town-wide. 
 
One of the Town’s sizable investments in employees is medical insurance. The Town has seen 
dramatic increases in this area over the last several years. Specifically, two years ago, the Town 
received a sizable increase in premiums. The Town absorbed some of the costs, and the plan 
benefits were reduced in order to save costs. The reduction in the quality of the plan had a 
significant impact on the cost to employees. Staff have reviewed the Town’s medical claim 
history, in cooperation with the Town’s insurance broker, and we believe that now is the time to 
switch to self-funded insurance. The Town is accepting additional risk in this new funding 
methodology; however, given the Town’s excellent claim history, we believe there are 
considerable financial benefits to be gained in future years. The Town’s annual expenditure for 
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medical insurance is approximately $2.2 million, and although we don’t anticipate a sizable 
reduction in the first few years, we believe the benefit can be maintained with less likelihood of 
potential increases and no further reduction to the quality of the plan. The budget includes 
establishing the Self Insurance Benefit Fund with a one-time base of $300,000 contributed from 
General Fund contingency reserves. Additionally, we are planning for expenditures to remain at 
approximately $2.2 million the first year. We feel fortunate that the costs are projected to be flat 
for the coming year.  
 
For the first time ever, the Town will offer Health Savings Accounts (HSAs) as an option. 
Considerable education and outreach has been performed, and we believe 5-10% of our 
employees will take advantage of this new plan in the first year. The HSA plan is a “break even” 
for the Town, but provides long-term consumer awareness for medical insurance and provides 
employees with another option that might benefit their personal situation.   
 
 
Invest in infrastructure and Town assets 
 
The Town is well known for having quality infrastructure. The budget includes more than $1 
million for the pavement preservation program in the Highway Fund, which maintains the current 
condition of our streets and roads. Although the funding level is slightly below 2011/2012 
funding, the bids have been favorable, and the amount of maintenance expected to be delivered 
remains at a level which will not allow the infrastructure to deteriorate. Maintaining the pavement 
preservation budget at this level in the Highway Fund involves the use of slightly more than 
$300,000 in Highway Fund contingency reserves. Even with this drawdown of contingency 
reserves, the estimated balance in the Highway Fund contingency reserves at the end of FY 
2012/13 will still be approximately $2.4 million.  
 
An important component of municipal services requires fleet and information technology 
infrastructure. The budget includes the return of fleet replacement at a modest level. It is critical 
to restore the funding for scheduled fleet replacement. The budget includes the replacement of 
six (6) police patrol vehicles, four (4) from the General Fund at a budgeted cost of $183,000 and 
two (2) from the Police Impact Fee Fund at a cost of $89,000. The other funds will see a modest 
replacement of vehicles per the replacement schedule. Appropriate replacement of computers 
and other technology is critical to maintain smooth administrative functions. The proposed 
budget includes computer replacement for aging equipment at a budgeted cost of $151,000.  
This includes several servers, desktop computers and mobile data terminals (MDTs) for the 
police department and building inspectors.  
 
Economic development as a critical element to creating a healthy financial environment 
 
Even with minimal resources dedicated to economic development, the Town has been very 
successful in primary job development. Given the ever-increasing competitive nature of securing 
new businesses, additional resources are warranted in this area. The resource allocation to the 
economic development function will be enhanced to ensure the fiscal stability of the Town. This 
type of allocation will have a significant return on investment that contributes to effective service 
delivery throughout the organization.  
 
Business attraction and retention efforts will be expanded through additional resources. The 
budget includes two additional staff members to the Economic Development Division. An Office 
Specialist position will be offered to the organization as an internal recruitment which could 
result in a positive impact on the General Fund. An Economic Development Specialist will assist 
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in business retention efforts and special events allowing the Economic Development Manager to 
focus on business attraction and other higher level functions. The Economic Development 
Division has been moved to the Bed Tax Fund and will no longer be supported by the General 
Fund.  
 
Additionally, annexation and the expansion of arts and culture will continue to be top priorities in 
the coming year. Per Council authorization, extensive annexation outreach has been conducted. 
This will increase in the coming year as more resources are allocated to this area. 
 
Support regional partnerships and efforts that benefit Oro Valley 
 
Tourism/Economic Development 
 
The Town has been very successful in partnering with other agencies in order to expand service 
to residents and decrease operational expenditures. This will continue through support to 
agencies such as the Metropolitan Tucson Convention and Visitors Bureau (MTCVB), Tucson 
Regional Economic Opportunities (TREO), and the Greater Oro Valley Chamber of Commerce, 
formerly known as the Northern Pima County Chamber of Commerce. Funding from the Bed 
Tax Fund for those agencies is included in the budget at the following levels: 
 

 MTCVB – maintained at ½ of 1% of estimated bed tax collections, or $74,970  
 TREO – maintained at $41,011  
 Greater Oro Valley Chamber of Commerce – restored at $25,000 (new for FY 12/13) 

 
Arizona Department of Corrections 
 
In 2012/2013, the Town is preparing for a partnership with the Arizona Department of 
Corrections (ADC). This partnership will utilize ADC resources for projects such as vegetation 
maintenance and road-side cleanup to address Town-wide needs. The purchase of a used 
vehicle is budgeted for $25,000 in the General Government Impact Fee Fund to support this 
program, but the long-term benefits to operational expenditures are significant.  
 
Regional Transportation Authority 
 
The Town’s successful partnership with the Regional Transportation Authority (RTA) will 
continue into FY 2012/13 for transit services provided to our residents. The budget includes 
$789,000 in funding from the RTA to reimburse the Town for the recently-approved expansion 
of service. Overall, the Town’s FY 2012/13 net subsidy cost for the expanded service is 
approximately $173,000, an estimated savings of $200,000 over the current year net cost to the 
Town of $373,000. 
 
Pima County Library District (PCLD) 
 
As the Town anticipates completing the transfer of library operations to the Pima County Library 
District as a branch effective January 1, 2013, the FY 2012/13 budget includes Library Division 
expenditures for half of the fiscal year totaling just over $583,000. The General Fund revenue 
budget includes reimbursement revenues from PCLD for 100% of those costs plus an additional 
$30,000 for building maintenance/janitorial costs, for which the Town will continue to pay. The 
savings associated with the library transfer for the fiscal year ($583,000) has been set aside in 
the General Fund budget in a Council-Designated Reserve Account that may be allocated for 
future use by the Town Council.  
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Support quality-of-life programs and services for community members 
 
All Town functions contribute to the overall quality of life for residents. From our recognized 
public safety services to the top-notch Water Utility, and everything in between, these services 
contribute to what makes the Oro Valley a special place for residents to call home.  
 
Enhanced Aquatics Facility 
 
The Aquatics Facility will soon see the Council-authorized enhancements which will enable us 
to host large-scale events, generating increased tourism and becoming a source of economic 
activity. Additionally, the new Aquatics Facility will appeal to a broader audience of potential 
local users. This recreational gem will be a highly-utilized facility. The Aquatics Division has 
seen a significant organizational restructuring in order to manage and operate the expanded 
facility. Additional staff and personnel changes are incorporated in the budget. This includes the 
addition of five (5) new full-time equivalent (FTE) positions and new compensation required to 
manage and support the increased activities planned for this facility.  The Aquatics program 
budget for FY 2012/13 is approximately $170,000 higher than the current FY 2011/12 budget 
due to increased staffing and operational costs once the facility partially reopens in August, 
2012. These incremental increased costs due to the expansion will be funded with Bed Tax 
revenues transferred into the General Fund. 
 
Steam Pump Ranch 
 
The Steam Pump Ranch historic property will soon see the improvements needed to open the 
facility to the public including a restroom facility and already enlarged parking area. The Town 
will refocus programming efforts from the existing recreational leased space located across the 
street from Town Hall to this space at Steam Pump Ranch. The Town will eliminate the lease of 
the recreational space saving $30,000 annually. The Steam Pump Ranch will be the recipient of 
additional resources and will be host to expanded activities and events.  
 
Public Safety Personnel 
 
The budget includes funding changes to three (3) police officer positions.  The positions were 
unfunded in the FY 2011/12 adopted budget.  In the FY 2012/13 these three (3) officer positions 
will be funded out of the police seizure and forfeiture funds at a total budgeted cost of $193,000 
with no impact to the General Fund.  These three (3) officer positions will backfill for three (3) 
existing officers that are assigned to regional task force positions.  
 
Implement additional efficiencies and cost-saving measures  
 
The department directors, managers and front-line employees continue to evaluate programs 
and services in order to find improvements. One program that will receive additional emphasis 
in the coming year is the volunteer program. The Town has an excellent track record for 
attracting and retaining volunteers in the Police Department, Transit Division and the Library to 
support staff’s efforts. With the further reduction of staff members, the volunteer program has 
been expanded to included general Town functions. Seeking community volunteers to assist in 
Town operations has multiple benefits including improved civic engagement and filling functions 
from vacated staff positions. 
It is typical that a high percentage of municipal operational expenses are related to personnel, 
and this is the case for Oro Valley at 25% of the Recommended Budget (please see Budget by 
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Category chart below).  As staff vacancies occur, the Town Manager and department directors 
evaluate if the position needs to be filled, if it can be filled with a part-time employee, or if it can 
be outsourced. This type of systematic personnel evaluation has occurred over the last fiscal 
year, resulting in nearly $600,000 in town-wide salary and benefit savings that will be carried 
forward into the FY 2012/13 budget, and will continue for the foreseeable future. We have 
systematically reduced staff over the last four years. In 2007/2008, the Town had 330 full-time, 
benefitted employees, and in 2012/2013, the proposed budget includes 300 full-time, benefitted 
employees, a 9% decrease.   
 
 

FY 2012/13 Recommended Budget by Category

Debt Service 
$6.3M

6% Capital  
$16.1M 

 16%

O&M  
$16.4M 

17%

Personnel 
$24.9M 
 25%

Contingency 
$34.3M 

 36%

 
 
 

The following tables outline which positions in the current year budget have been either 
eliminated or reclassified to part-time, non-benefit eligible positions in the FY 12/13 budget and 
the corresponding cost savings: 
 
 

POSITIONS ELIMINATED 
Position/Title   FTE  Department  Cost Savings
         
Senior Civil Engineer   1.00  DIS   $  103,889  
Civil Engineer Designer   1.00  DIS         76,781  
Heavy Equipment Operator I   1.00  DIS         46,391  
Ombudsperson   1.00  DIS         56,510  
Development Coordinator   1.00  DIS         60,671  
Senior Office Assistant (two part-time)   0.96  DIS         34,875  
Court Clerk   1.00  Magistrate Court         46,995  
Communications Specialist   1.00  Manager’s Office         60,363  
Reserve Officer (two part-time)   0.96  Police Dept.         46,840  
TOTAL   8.92       $  533,315  
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POSITIONS REDUCED FROM FULL-TIME TO PART-TIME 

Full-Time Position/Title  Department  Replaced With  
Cost 

Savings 
         
Heavy Equipment Operator I  DIS  2-19 hr Heavy Equip Operator I   $       9,479 
Office Specialist  DIS  2-19 hr Office Specialists            9,939 
Licensing & Cust Svc Clerk  Clerk  2-19 hr Office Assistants          20,780 
Office Assistant  Clerk  1-19 hr Office Assistant            9,436 
       TOTAL    $     49,634 

 
 
We recognize that one of the points of distinction between the Town of Oro Valley and other 
municipal organizations is the Town’s great staff members. We continue to balance the needs of 
the community and the resources available to provide services and programs.  
 
The following sections will cover various budget highlights from each of the Town’s major funds, 
while the below chart depicts the Recommended Budget by Fund.   
 

FY 2012/13 Recommended Budget by Fund

Misc Funds 
$1.8M 
 2%

Self Insurance 
Benefit Fund  

$2.1M 
 2%

Bed Tax Fund 
$783K 

1%

Debt Service Funds
  $1.9M 

2%

Fleet Maint Fund 
$639K 

1%

Highway Fund 
$6.1M 

6%

Impact Fee Funds 
$19.1M  

19%

Aquatics Center 
Project Fund  

$3.3M 
3%

Water Utility Fund 
$22.6M 

23%

Stormwater Utility 
Fund 

 $2.0M 
2%

General Fund 
$37.6M 

39%

 
 
 
 
General Fund Highlights 
 
The recommended General Fund budget totals $26.8 million (excluding contingency reserves of 
$10.9 million), and is 1.8%, or $472,000, more than the current year adopted budget of $26.3 
million. 
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The General Fund is balanced with revenues exceeding expenditures resulting in a slight 
surplus of $71,000. It is important to note that this budget was balanced exclusive of the 
$583,000 cost savings associated with the transfer of library operations to PCLD.  
 
The following are key revenue provisions included in the General Fund budget: 
 

 Local sales taxes slightly less than current year adopted budget at $11.7 million versus 
$11.8 million in FY 2011/12 

 License and permit revenues almost 17% less than current adopted budget at $936,000 
versus $1.1 million in FY 2011/12 due to lower projections for commercial construction in 
FY 12/13 

 $789,000 budgeted for transit service reimbursement from the RTA 
 Overall increase of 12%, or approximately $1 million, in state-shared revenues 
 $613,000 in revenue budgeted from the Pima County Library District to fund 100% of 

library operations from July 1, 2012 through December 31, 2012 
 Includes a transfer in of Bed Tax Funds in the amount of $177,000 to fund the 

incremental increase in the cost of the expanded Aquatics Facility 
 

The following are key expenditure provisions included in the budget: 
 

 2.5% cost of living increase effective July 1, 2012  
 Employee health insurance premiums are programmed to remain flat for FY 12/13 
 Department operations and maintenance budgets have been reduced by 7%, or $430K, 

from adopted FY 2011/12 levels 
 Capital asset replacement funds totaling $356K are included for computers, servers, 

mobile data terminals (MDTs), four (4) police vehicles, and a parks utility vehicle 
 Expenditures for the Economic Development Division within the Town Manager’s Office 

budget totaling $240K have been moved to the Bed Tax Fund 
 
The estimated year-end contingency reserve balance in the General Fund for FY 12/13 is $10.9 
million, which equals 41% of the recommended expenditure budget, well above the Town’s 
adopted policy level of 25%. 
 
Highway Fund Highlights 
 
The two main revenue sources in the Highway Fund are construction sales taxes and state-
shared highway user revenue funds (HURF), or gas taxes. Proposed Highway Fund revenues 
total $3.3 million, which are flat to the current year adopted budget. The Highway Fund also 
includes approximately $230,000 in revenues charged to the Stormwater Utility Fund for greater 
cost recovery of Highway Fund resources utilized during storm cleanup events and ongoing 
storm facility maintenance. Budgeted expenditures in the Highway Fund total approximately 
$3.6 million, which includes a budget of slightly more than $1 million for pavement preservation. 
The budget also includes the use of approximately $300,000 in Highway Fund contingency 
reserves to sustain operations during FY 2012/13. 
 
Bed Tax Fund Highlights 
 
It is estimated that the Town’s 6% Bed Tax will generate approximately $782,000 in revenues 
next fiscal year, which is a 13%, or $117,000, decrease from the current adopted budget of 
$900,000. The Bed Tax Fund includes three (3) staff positions in the Economic Development 
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Division: Economic Development Manager (moved from the Town Manager budget in General 
Fund), Economic Development Specialist (new position), and Office Specialist (new position). 
As mentioned earlier, funding is also included for TREO, MTCVB and the Greater Oro Valley 
Chamber of Commerce. Finally, funding in the amount of $177,000 will be transferred into the 
General Fund to pay for the incremental cost increase for the expanded Aquatics Facility. 
 
 
Water Utility Fund Highlights 
 
The proposed Water Utility budget does not include an increase in the base rate and commodity 
rates charged for water sales in FY 2012/13, nor does it include an increase to the Groundwater 
Preservation Fee (GPF) next year. The main reduction seen in funding sources for the Water 
Utility is the elimination of loan proceeds from the Water Infrastructure Finance Authority (WIFA) 
due to the completion of existing system capital improvements. 
 
The expense budget for the Water Utility is approximately $716,000 higher than the adopted FY 
2011/12 budget primarily due to the full-year cost of wheeling the Town’s allocation of Central 
Arizona Project (CAP) water from Tucson Water. Also included in the budget is $830,000 for 
funding the continuation of the meter replacement program to more efficient, automatic read 
meters. 
 
Five-Year Capital Improvement Program (CIP) 
 
Given the slow growth in funding sources expected for next fiscal year, staff conducted a limited 
CIP process earlier this year, focusing mainly on projects that are currently under construction 
or those new projects that have approved, dedicated funding sources. Included in the 
recommended budget is the Five-Year Capital Improvement Program for all funds from FY 
12/13 through FY 16/17. Total CIP projects in the proposed budget for all funds town-wide for 
FY 2012/13 amount to $14.2 million. More detail regarding CIP projects and funding is included 
in the CIP document found in the last tab of the budget binder. 
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