MEMORANDUM

Date: October 13, 2006
To: The Honorable Chairman and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Adminis
Re: Preparation for Future Bond Election

Background

The voters of Pima County have authorized a number of bond issues over the years. In
total, since 1974, just over $2 billion has been authorized by voters during 10 separate
elections. These bond issues included general obligation bonds, sewer revenue bonds, HURF
Revenue bonds, and Flood Control District bonds. The majority of the bonds issued, $1.25
billion, have been general obligation bonds, including the $54 million recently authorized by
voters in May of this year for psychiatric facilities. Bonding is a standard method by which
the County pays for capital improvement projects and land acquisitions.

With the 1997 general obligation and sewer revenue bond program moving towards
completion, the 2004 program well underway, continued needs for public facilities and land
acquisitions, and adequate bonding capacity, it is appropriate to begin planning for a future
bond election. | discussed the possibility briefly with the County Bond Advisory Committee
at their September 22, 2006 meeting. Attached is a list of potential projects from County
departments, other jurisdictions, and outside agencies. On the advice of the Bond Advisory
Committee Chairman, open houses and presentations will be held over the next 2 months to
collect feedback from the public on what projects are important to them. The County Bond
Advisory Committee will hold a meeting on December 1, 2006 at 9:00 a.m. at the Manning
House to discuss the list of projects and what they would like to pursue in planning a future
bond election.

A bond election could be held as early as May 20, 2008, for approximately $5600 to $700
million in general obligation bonds, and $250 to $300 million in sewer revenue bonds.
Various factors could impact the timing of the bond election and the size of the bond issue,
including the ability of the County to continue successfully implementing the current bond
programs. The attached preliminary list of projects totals over $3 billion. This list will
obviously have to be prioritized and reduced. It is more than likely that additional requests
will also be brought forward as the planning process unfolds.

Status of Implementing Current Bond Programs

Last month the Board and the Bond Advisory Committee received the semi-annual status
update on the bond programs the County is currently implementing. The 1997 general
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obligation bond and sewer revenue bond program is a 10-year program that is drawing to a
close with 77 percent of the projects complete or under construction. The 1997 HURF
revenue bond program is a 16-year program, with 66 percent of the projects complete or
under construction. The 2004 general obligation and sewer revenue bond program is a 12-
year program with 13 percent of projects under construction or complete. The psychiatric
facilities authorized by voters in May 2006 are currently under design.

The earliest date for a future bond election would be May 20, 2008. By then, the 1997
general obligation and sewer revenue bond program should be complete, the 1997 HURF
revenue bond program should be closer to completion, the 2004 general obligation and
sewer revenue bond program should be nearly half complete, and the psychiatric facilities
authorized in 2006 should be under construction.

Table 1

Current Bond Program Status

Percent of

Projects Percent of

Under Construction  Percent of Funds
Bond Program or Completed Time Elapsed Expended
1997 GO and Sewer 77 90 88
1997 HURF 66 50 56
2004 GO and Sewer 13 17 13

County Bonding Capacity

The County bonding capacity is sufficient to meet the requirements of a 2008 election. From
a general obligation bond perspective, the County's bonding capacity is constrained by
statute to 15 percent of the net assessed value of the County. For the current fiscal year,
2006/07, the net assessed value for the County is $6.87 billion. A limit of 15 percent of
net assessed value equates to a debt limit of $1.03 billion. Subtracting the amount of
general obligation bonds outstanding ($292.3 million), less taxes already collected to pay
down this debt but not yet paid (4.8 million), the legal debt margin currently available for
selling additional general obligation bonds is $734 million. The amount of general obligation

bonds outstanding includes the planned sale of $100 million of general obligation bonds in
December 2006.

However, the earliest a future bond election could be held would be May 20, 2008. By that
fiscal year, the net assessed value is estimated to be $7.5 billion, 15 percent of which is
$1.1 billion. Assuming another sale of $100 million in general obligation bonds in January
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2008, it is estimated that general obligation bonds outstanding would total $354 million,
resulting in a legal debt margin of $776 million.

It should be noted, though, that debt is not incurred by voter authorization at an election.
Voters may authorize the sale of bonds, but the debt is not incurred until the bonds are
actually sold, and bonds are not sold all at once. Therefore, holding a bond election does
not impact our legal debt limit. But the County takes into account this legal debt limit, as
well as assessed values, secondary tax rates, and bond interest rates, when deciding
whether to hold bond sales.

Secondary Property Tax Rate

The County, during the 1997 general obligation bond election, pledged to the voters of Pima
County that the secondary property tax rate necessary to pay back debt authorized at that
election would never exceed a tax rate of $1 per $100 of assessed valuation. This pledge
was kept. During the 2004 bond election, the County again pledged not to increase the
secondary property tax rate above $0.8150 per $100 of assessed valuation. This pledge
has also been kept. Again, prior to the 2006 bond election for psychiatric facilities, the
County pledged to not increase the secondary tax rate above $0.7150 of $100 of assessed
valuation. This pledge has also been kept. Continued increases in the assessed value of
real property in Pima County have enabled the County to continue funding capital
improvements and open space acquisitions, while not increasing the County’s secondary tax
rate to pay off this debt. In fact, the County has been able to decrease the secondary
property tax rate for a number of years.

Recent forecasts showing decreases of residential sales prices over the next two years could
impact assessed values. At this point it appears that increases in assessed values for
residential properties could level out over the next 2 to 3 years, but that commercial
assessed values will remain strong. This will, of course, be one of the factors we continue
to watch closely when considering an appropriate date for a future bond election.

General Obligation and Sewer Revenue Bond Ceiling

At this early stage of the planning process, | believe that a general obligation bond program
between the amounts of $500 to $700 million and sewer revenue bond program between
the amounts of $250 to $300 million may be appropriate. During this planning process, the
Board and the Bond Advisory Committee will be provided with a detailed financial analysis to
determine what is in fact reasonable. This analysis will take into account current debt,
planned sales of authorized debt approved at prior bond elections, growth in assessed
valuation, the number of years the program should be completed in, the County’s ability to
implement current bond projects, as well as a number of other factors.
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No Highway User Revenue (HURF) Bonds Included

The $350 million program authorized in November 1997 is a 16-year program. After a rough
start, the County is now on target with this program, and is successfully implementing road
projects as planned. Voters approved a $2 billion Regional Transportation Program in May of
this year. Some of these projects will incorporate 1997 County bond projects. | believe the
County should put its efforts into completing these 2 programs, and not seek additional
HURF bond authorization during this future bond planning process.

Summary of Proposed Future Bond Projects

It is very important to note up front that the attached preliminary list of projects is just that,
a list without public review, Bond Advisory Committee review or review by the Board of
Supervisors. Through the planning process, projects will be added, deleted, and refined from
this list in order to develop a proposed bond package for the Board to consider.

The proposals submitted to date total over $3 billion, $2.8 billion of which is proposed for
general obligation bond funding and $355 million for sewer revenue bond funding. Project
proposals in the area of public safety and justice facilities total over a billion doliars out of
the $2.8 billion in general obligation bond proposals. Keep in mind that the two most
expensive projects within the public safety and justice facilities category are two alternatives
to meet space needs for Superior Courts. Alternative one, the less costly alternative at
$278 million, provides for the moving of the criminal bench portion of the Superior Court to
a location adjacent to the jail on Mission Road. Alternative two, at $530 million, proposes
replacing the entire Superior Court building with a new building downtown, including a
parking structure. A third alternative is also worth discussing: $6 million for buildout of 6 to
8 courtrooms in the existing Superior Court structure to meet immediate needs.

Parks, recreation, and trail proposals total $763 million, $193 million of which was
requested by other jurisdictions. Many of the proposed projects are between $1 million and
$5 million. Projects over $20 million include: Rillito Racetrack conversion to a soccer field
facility, Northwest Horse Racing Facility to replace racing at Rillito Racetrack, a regional
sports complex in discussions for the Roger Road and Interstate 10 area, Phase |il of the
Green Valley Performing Arts Center, regional tournament facility at South East Regional
Park, Hohokam Regional Tournament Facility Valencia/Los Reales Road, Urban Fringe Parks
Land Acquisition to acquire land for future park sites, and Oro Valley Naranja Town site
Outdoor Recreation Improvements. The Parks Department has also incorporated park
projects requested by schools.

In order to continue to implement the Sonoran Desert Conservation Plan via the successful
conservation acquisition program, the County’'s Conservation Acquisition Commission
recommended $285 million to acquire eligible conservation properties. An additional $10
million is proposed to continue acquisition in the Davis Monthan approach/departure corridor.
The City of Tucson proposed $13.7 million for to-be-determined conservation acquisitions.
This brings the total conservation acquisitions category request to $308 million.
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Table 2

Draft Project Proposals

Functional Area Amount Requested
Public Safety and Justice Facilities $1,129,877,000
Parks, Recreation, and Trails $762,879,380
Conservation Acquisitions $308,700,000
Other Public Facilities $172,784,000
Public Health Facilities $116,572,000
Cultural & Historic Resources $81,015,000
Flood Control Improvements $81,800,000
Neighborhood Reinvestment/Housing $77,000,000
Libraries $54,162,000
County-leased Facilities $28,992,000
Landfill Facilities $18,800,000
Total General Obligation Bonds $2,832,581,380
Sewer Revenue Bonds $355,000,000
Total General Obligation and Sewer $3,187,581,380

Requests from Other Jurisdictions

The County has received project proposals from the following jurisdictions, which are
included in the dollar amounts listed above.

Table 3

Requests from Other Jurisdictions

Jurisdiction Amount
City of Tucson $121,000,000
Town of Marana $89,600,000
Town of Oro Valley $54,200,000
City of South Tucson $23,650,000
Town of Sahuarita $12,652,000

Pascua Yaqui Tribe $6,850,000
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Co-location of Public Facilities

Staff is currently mapping the locations of most of the proposed projects in order to
determine if certain projects can be co-located on single campuses. For example, facilities
such as libraries, community centers, and Sheriff substations could potentially be co-located
on single campuses to take advantage of shared parking and other support facilities. The
results of this analysis will be forwarded to the Board and the Bond Advisory Committee
during this planning process.

Planning Process and Timeline

The earliest that a bond election could be held, based on completing a thorough planning
process, is May 20, 2008. The following schedule is based on this date, and begins with
the transmittal of this memorandum and attached project proposals to the Board and the
Bond Advisory Committee.

Table 4
Planning Timeline
Action Date

Transmittal of project proposals to Board October 13, 2006
and Bond Advisory Committee

Open houses and presentations to public October/November 2006
to gather comments on project proposals

Bond Advisory Committee meeting to December 1, 2006
discuss planning process

Bond Advisory Committee meetings to January-May
listen to presentations on project 2007
proposals

Bond Advisory Committee meetings to September-
deliberate on bond package November 2007
Bond Advisory Committee recommends November 2007

bond package to Board

Board deliberation on bond package December 2007 -
January 2008
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Board calls election January 2008
Development and approval of Bond January-April
Implementation Plan 2008
Early voting begins April 17, 2008
Election day May 20, 2008

There are two actions required by statute and County Code that the Board must take prior to
holding a bond election: ordering the election and adopting a bond implementation plan.
State statute (ARS §35-453) establishes that a bond election cannot be called any earlier
than 150 days nor any later than 30 days prior to the election. Therefore, a May 20, 2008
election can be called anytime between December 22, 2007 and April 20, 2008. As a
practical matter, the Elections Division prefers to have an election called 90 to 120 days in
advance to provide them with the time to complete the multiple tasks necessary to conduct
a successful election. Therefore, the time line above sets January 2008 as the month to call
the election.

County Code Chapter 3.06, the County’s Truth in Bonding Code, requires that a Bond
Implementation Plan be approved by the Board and published in a newspaper of general
circulation prior to the start of early voting. Based on a May 20, 2008 election date, early
voting would begin on April 17, 2008.

Bond Advisory Committee

The County’s current Bond Advisory Committee was established prior to the May 2004 bond
election to provide recommendations on what questions and projects to include in the May
2004 bond election. After that election, the Committee's responsibilities expanded to
include oversight of the implementation of ongoing County bond programs, and members
were appointed to 6-year terms. The Committee meets at least twice a year to review
status updates on implementation of the bond programs and to consider bond ordinance
amendments as needed. This Committee also served as the recommending body to the
Board for the May 2006 psychiatric facilities bond election.

Table 5

County Bond Advisory Committee Membership

Appointment Number of Members
2 Members per Supervisorial District 10
County Administrator 2
Town of Marana 1

Town of Oro Valley 1
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Town of Sahuarita 1
City of South Tucson 1
City of Tucson 1
Pascua Yaqui Tribe 1
Tohono O’Odham Nation 1
Total Members 19

Public Input

At the request of the Chair of the Bond Advisory Committee, staff will be holding a series of
open houses and presentations to community groups over the next two months in order to
gather input from the public on the attached list of proposed future bond projects. A
schedule for these open houses and presentations is attached to this memorandum.
Additional open houses and presentations can be added as needed. Announcements of the
open houses will be posted in major newpapers, sent to the various County public oversight
committees, and sent to neighborhood and community groups.

A web site is also being set up for this planning effort. This initial proposed projects list will
be posted on this web site, along with dates and times of the public open houses and
presentations, and the Bond Advisory Committee meeting dates. A link will be placed on the
web site for the public to submit comments or ask questions via email.

Summary

Based on the need for capital facilities and land acquisitions, successful implementation of
current County bond programs, adequate bonding capacity, and the ability of the County to
finance additional bond debt while not increasing the County’s secondary tax rate, it is
appropriate to begin planning for a future bond election. While various factors could impact
the date of a future bond election, the election could not be held sooner than May 20, 2008
in order to plan adequately. The proposed projects included in this transmittal far exceed
what can be included in a future bond election, but provide a good starting point for the
planning process.

CHH/dr
Attachments

C: Chairman and Members, Pima County Bond Advisory Committee












