MEMORANDUM

Date: June 12, 2015

To:  The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County AdminW
Re: Property Tax Comparison; Maricopa versus Pima County

In January 2015, | transmitted to you a copy of the Arizona Tax Research Association
newsletter wherein the headline proclaimed “Pima County Hammers Taxpayers- Shocking
63-cent Tax Rate Increase” (Attachment 1). At that time, | also compared our 11.86
percent increase to Maricopa County’s 9.1 percent tax levy increase.

Of more interest are Pages 7 and 8 of the Arizona Department of Revenue’'s 2014 Average
Statewide Property Tax Rates (Attachment 2). In examining the year-to-year dollar change
in tax levies, both primary and secondary, from 2013 to 2014, it is apparent property
taxes in Maricopa County increased nearly four times more than in Pima County and the
total tax levy by all jurisdictions. Maricopa County property taxes increased by $228
million from 2013 to 2014; Pima County property taxes increased by $60 million during
the same period. This information refutes misleading headlines and information about
property tax increases. The comparison is not in rates or assessed values but simply total
property taxes and their annual increase from 2013 to 2014.

In addition, according to Bankrate Inc., as reported in a recent Cronkite news article
(Attachment 3), Mesa, Prescott and Tucson were ranked 1, 2 and 4, respectively as best
places to retire based on crime, weather, taxes and other factors. The Tax Foundation
indicated the Arizona tax burden is well below the national average.

CHH/anc
Attachments
c: Tom Burke, Deputy County Administrator for Administration

Keith Dommer, Director, Finance and Risk Management
Robert Johnson, Budget Manager, Finance and Risk Management
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MEMORANDUM

Date: January 6, 2015

To:  The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County AdminisW
Re:  Total Property Tax Levy in Pima County versus Maricopa County

In the June 2014 issue of the Arizona Tax Research Association Newsletter {Attachment
1), the headline article entitled “Pima County Hammers Taxpayers” references the property
tax increase as a result of our adoption of Pima County’s Fiscal Year 2014/15 budget. The
headline could have also stated that total property taxes levied in Pima County increased
by 11.86 percent — as compared to a 9.10 percent increased levy in Maricopa County —
but such would be much less dramatic.

For your information, Attachment 2 contains comparison tables between Pima and
Maricopa Counties showing all of the indicators associated with property taxation,
including assessed value, growth in assessed value, various taxing levies and rates, and

the combined total property tax Ieyies in_each county and the percent of growth of the tax
levy.

Maricopa County’s Primary Net Assessed Value (PNAV) grew by 4.76 percent, whereas
Pima County’s PNAV declined by 0.54 percent. Examining only the tax rate differences
between Maricopa and Pima Counties is very misleading. A more complete picture of
taxation is shown by the combined total property tax levy. As the tables indicate, Pima
County’s levy increase of 11.88 percent, although larger, is not dissimilar to the combined
9.10-percent property tax levy increase in Maricopa County.

Flagging and concentrating on only one variable in a budget process can be very
misleading.

CHH/mjk
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Pima County Hammers Taxpayers
4
Shocking 63-cent Tax Rate Increase

Despite pleas from the business community, the Pima County Board of Supetvisors voted 3-2 to implement one
of the latgest primary tax rate increases in county history over the last 30 yeats. The business community, along
with a long line of frustrated individual taxpayers, showed up to the final budget adoption meeting to voice their
strong opposition to the increase to no avail.

‘The overall 63-cent increase is a combination of a 61-cent increase in the ptimaty tax rate, plus a 6-cent increase
in the library district tax rate, and a 7-cent dectease in the debt service tax rate.

Already burdened with one of the top tax rates in the state, Pima County businesses pushed back on the 63-cent
increase that piles on top of last year’s 25-cent rate jump.

Several lettets from the business community were sent to the Board utging them to reconsider such 2 dramatic
tax increase. The Tucson Metro Chamber noted that the tax increase “sends the wrong message to Pima County

See Pima County, page
Comm Colleges Per -
Student Costs Soar ILLEGAL PROPERTY. TAX LEVY. page s

Media headlines suggest Arizona community colleges are struggling with budpet cuts and fiscal constraints,
However, their budgets and audits tell a familiar story: increasing general fand (GF) expenditures regardless of
matriculation, In Fiscal Year (FY) 2013, it cost local property taxpayers in Arizona on average $4,902 per full time
student equivalent (FTSE) per year. On avetage, community college districts levied local propetty taxes 26% more
per FISE in FY13 than five
years ptior. FY'13 is the most
recent audit available for FISE Levy per FTSE
counts. Decreases in state aid $5,000 e
duting that period didn’t
impact GF budget trends, $4.500
which increased $200 million, '
or 20%. Monies came from a
22% increase (§121 million) in ~ $4,000
local property taxes as well as
tuition and fees. $3,500

SEE INSIDE: SOUTH TUCSON'S

As reported in the May
Newslettet, Community $3,000 ’ Al
College Districts (CCDs) are 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
able to continue to increase ,
spending when student counts Fiscal Year

See Comm Colleges, page 3
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PIMA COUNTY , Continued from Page 1

property owners and to prospective businesses looking to locate in our county.” The same concern was echoed by
the Tucson Hispanic Chamber of Commerce, adding that “such a tax increase may impact their (companies with
multiple locations) to expand and to hire new positions in Pima County as they consider the financial burden
compatred to other counties in this State.”

Printed below is the text of ATRA’s letter to the Pima Couaty Board of Supetvisors encouraging the Board to
setiously weigh the needs of the county against the impact the tax increase will have on taxpayers and the long-
term economic viability of the County. .

On bebalf of the Arizona Tax Research Association (ATRA) Board of Directors, I want 1o exciend our concerns regarding the
proposed 63~cent inervase in the combined property tax rates for the Fisoal Year (FY) 2015 budiget. The proposed combined tax: ratss
(that ars the responsibility of the Pima County Board of Supervisors) will reach a staggering 85.7 167 — 91 conts bLigher than two short

_years ago.

As property taxpayers are painfully aware, Pima County has for decades boen at or near the Yop in highest connty prapersy tax: ratss.
For many years, Pima County has solidly oocupied the unfavorable Dosition of the highest county Droperty tax rates, with the FY 2014
combined tax rats a full dollar bigher than second place finisher Pinal Counsy. I addition to being the highest overall rats in the siats
Pima County's FY 2014 rate was $2.71 bigher than the average rate for all Arizona Connties, Most nolably, despite being
Arizona's second most populons county, Pima unbelievably still bolds the distinction of the highesr property levies per capita at §386
Jor FY 2014. By comparison, the most populons Maricopa Connty levied 8118 per capita and the third targest Pinal Couny levied

$208 per capira.

Tax burdens are one of many criteria that businesses use in detormsining site locations. It bas been wel] established that Arizond's
largest tax barrier to recywiting new emplayers is our bigh business property taxes. For 2013, Arizona ranked 9% nationally in
industrial property taxes.

Cloar}y, in the bighly competitive marketplace for business retention and recruitmens, Pimsa is already at a significant disadvantage
both nationally and regionally. This proposed tax increase not only moves Pima Connty in the spposite direction of whers it needs to 20
it is a decision that will Gkaly bandeuff economic development gfforts for years o cose.

Like Arizona businesses, Arizona stats and local governments faced significant challenges during the great recession. Cottainky overy
Arszoma government has needs that remain unmet from that difficult period. As you debats the nesds of Pima County, ATRA
strongly enconrages you #o balance those against not ony the impact on Pima County taxpayers and businesses but also against the
long-term viability of economic development in Pima Coungy. ]

-Jennifer Sticlow

South Tucson Illegally Levies $1.8 Million in Property Taxes

In 2011, the South Tucson City council was strugpling to meet its debt service obligations on its existing non
votet-approved debt. At that time and upon the recommendation by the city manager Entique Serna, the city
council voted to levy a secondary property tax to fund the debt service, without the approval of voters. As a result,
the council adopted 2 secondary property tax rate of $2.4338 to fund the debt setvice payments, which was nearly
11 times higher than the $0.2265 primary tax rate levied to fund the city’s general operations.

Ptitnary propetty taxes are levied to fund the operations of local government budgets, Secondaty taxes are levied
to pay for the debt service on wisr-approved general obligation bonds, South Tucson’s actions to levy of a secondary
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tax without voter approval might be unprecedented.

Based on a notice provided by the City of Tucson to its taxpayers, the city incurted debt in 2007 and dedicated
the sales tax as payment fot the annual debt setvice. In 2011, the administration recommended that the city levy
a secondary property tax to fund the anaual debt service in lieu of the sales tax and levied a secondary tax rate
for the next three years, without the approval of voters. The secondaty tax rate levied in those three years
tanged from a low of $2.4338 in 2011 to 2 high of $2.7248 in 2013 and generated approximately $600,000 each

yeat.

The notice stated the current council realized during this yeat’s budget process that the previous council had
impropetly and pethaps illegally levied the tax. As a result, the council noted its intention to eliminate the
secondaty property tax but made no mention as to how the city plans to repay the taxpayess of South Tucson.
In fact, the city considered the elimination of the secondaty propetty tax as providing its taxpayers with “much
needed tax relief” and that taxpayer’s will save approximately $242 per year as a result.

The City claimed it is prepared to “seek every legal remedy available in ordet to resolve this situation.” The
question that some taxpayets of South Tucson are asking is will the remedy include 2 refund of the $1.8 million
in illegal taxes levied? State policymakers should consider a mechanism to ensure proper oversight of levies for
secondary tazes similar to the oversight of primary taxes.

~Jennifer Sticlow

COMMUNITY COLLEGES , Continued from Page 1

dtop because, for all intents and putposes, they have no expenditure limits.

In FY13, FTSE exaggerations led to a 20.5% increase in the pet student cost. Combining local property tax
levies with state aid brings the total taxpayer cost to $5,381 per FISE. As budgeted, it should have been just
$4,465 per FTSE.

Student tuition and fees

have also steadily increased
in recent years. Adding them AZ Comm College Budgets vs FTSE counts
$1,350 - e — 150,000

to taxpayer contributions
btings the total cost in FY13

$1,250 - /’\_ 145,000
N 140,000

to $7,831 per FISE on
average statewide (assuming
- \
4 - 135,000
- 130,000 o GF Budget

30 credit hours in a year).
T =S-FTSE

Rural districts are far more
- 125,000

$1,150 -

expensive than their urban
countetpatts. Graham,
Navajo, Pinal and Yavapai
CCD each cost more than
$10,000 pet FTSE pet year
in the aggregate.

Following concerns |
expressed by ATRA in 750 - — S |
ma, 8 adjustments to & &NV M
theit budgeted FTSE. for LALLM
FY15. However, budgeted Fiscal Year

$1,050

$950 |

General Fund Expenditures
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GF expenditures are up 5.3%, property tax levies are up 3.1%, and salaties and benefits are up 1.2%. All this
despite a 6.5% decrease to constitutional expenditure limits based on estimated FT'SE counts. The reason for the
disctepancy is CCDs have significant latitude in what qualifies as spending under the expenditure limit.
Furthermore, which spending qualifies for the limit is not determined until the audit, published neatdly two years

later.

While decreased, the estiated FTSE count of 146,734 is still likely high by several thousand considering negative
trends statewide. The decreases are likely normalizing from recession years; however, the taxpayer would expect
their costs to normalize as well. Despite decreased FTSE, taxpayers won’t see any relief because distticts swelled in
size duting the recession and are resistant to contraction. In fact, all districts which reported fewer students next
year still increased their GF expenditures except Mohave CCD. Mohave CCD reported a 26% decrease in FTSE
for FY15 but still raised property taxes to their maximum levy and only shrank employee compensation by .5%
which comptises the vast majority of the GF. Graham CCD reported a 10% decrease in FTSE. for FY 15, raised
propetty taxes, and increased their GF budget 5% and employee compensation 4.4%, Cochise CCD tepotted a
12% decrease in FTSE, raised propetty taxes, and increased their GF budget 8% and salaries and benefits 2.5%.

Maricopa CCD decreased its budgeted FTSE 6.2%, mised propetty taxes, and increased their GF expenditures
8.3%.

All told, Arizona taxpayers will foot 2 $773 million bill for CCDs in FY15 which equates to $5,271 per budgeted
FTSE, 17.4% mote than was budgeted just 2 years prior.

ATRA plans to pursue legislation in the 2015 session to require CCD expenditure limits be based on audited
versus estimated FTSE (as is the case with K-12 districts). The knowledge that the expenditute limit audit will be

based on actual FTSE will eliminate the incentive to knowingly exaggerate budgeted FTSE.

-Sean McCarthy

FY2013 Levy+Aid FTSE [ $$IFTSE PerCredit Rate| Full Tim:e| Total FTSE
COCHISE $29,392,500 7,766, $3,785| [ Residents] Rate Cost

[COCONINO $8,620,695 1,837 _$4,693] [Cochise $70]  $2.100 $5,885

GILA $4,064,828 703[ " $5782| [Coconino $85] $2,550 $7,243

GRAHAM $24,280,550 3,107 $7,815| [Gila $80]  $2,400 $8,182

MARICOPA $404,508,508] 81,218 $4,981] [Graham $80| $2.400]  $10,215

MOHAVE $21,407,221 2,087 $7,167| |Maricopa $76]  $2,280 $7,261

NAVAJO $20,224,362] 1,720]  $11,758| |Mohave $76] _$2,280 $9,447)

PIMA $100,075,000] 19,514 $5,128] [Navajo $62] $1,860] $13,618

PINAL $36,821,431 4,822 $7.636] |Pima $68]  $2,040 $7,168

SANTA CRUZ $321,679 258 $1,247| [Pinal $72] $2.160 $9.796

-$41, 189,200 $10,339 $70 $2,100 $3,347

$26,672,098 $4,817 $70] "~ $2.100]  $12,439

5,377 $72]° $2,160 $6,977)

$73 2,203 $7,831
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ARIZONA DEPARTMENT OF REVENUE

AVERAGE STATEWIDE
PROPERTY TAX RATES

2014 TAX YEAR

PROPERTY TAX DIVISION

CENTRALLY VALUED PROPERTY UNIT
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Arizona towns claim top spots in ranking of best
cities for retirees
Soyenixe Lopez, Cronkite News | Posted: Tuesday, June 9, 2015 8:49 am

Arizona grabbed three of the top four spots in a new
national ranking of the best cities for retirees, based on
a town’s crime, weather, taxes and other factors.

The ranking by Bankrate Inc. looked at 196 cities in
seven livability categories and ranked Mesa, Prescott
and Tucson in first, third and fourth places.

Arlington, Virginia, was in second place in the
rankings released Monday. No other Arizona cities
were ranked.

The Arizona cities are rich in outdoor activities such
as parks, golf courses and cultural attractions, which :
seem to play a significant role in senior living, said Retiree Rankings
Chris Kahn, a Bankrate spokesman.

. ‘ Arizona cities grabbed three of the top four
Kahn said Mesa and Prescott got very high marks for spots in a new national ranking of the best
senior well-being in surveys by the Healthways Well- cities to retire. Mesa, Prescott andTucson

Being Index. were first, third and fourth in the Bankrate
“If you look at surveys from people of retirement age ~ rankings.

in Prescott and Mesa you can see that they really
enjoy living their lives there,” Kahn said. “And it serves as a really good recommendation for people

who want to retire.”

For retiree Roman Ulman, cost of living was also a factor in the decision to move from Detroit to
Mesa.

Ulman, a board member with the Arizona Alliance for Retired Americans, said he and his wife were
able to get 2.5 acres of land for less than $80,000 in Mesa when they retired. They were happy to
retire to a place where cost of living is low and there are lots of nearby attractions, he said.

“There’s a lot of things to enjoy in Mesa, stores and restaurants and all kinds of shopping,” Ulman
said. “Whether you want to go the mountains or going to the parks, if you like going to a lake, it’s
really nearby.”

http:/fucsonlocalmedia.com/foothillsnews/article_0da91408-0ebf-11e5-bcf6-23549913fc38.html Pmode=print 12
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Aside from great weather and the state’s natural beauty, Arizona also has one of the lowest tax rates
in the nation. The Tax Foundation said Arizona had a tax burden of 8.9 percent in 2011, well below
the national average of 9.8 percent and 17th-lowest of the 50 states.

Robert Medler, a spokesman for the Tucson Metro Chamber says Tucson and other areas in Arizona
are great for retirees because of the cost of living and its affordability.

Prescott Chamber of Commerce CEO David Maurer said he is not surprised that his town is on the
list.

“Prescott always seems to make these top 10 polls and it’s always for the same reasons — small-town
atmosphere, four-season climate and quality of life,” Maurer said.

In an emailed statement, Mesa Mayor John Giles made a pitch for his city as a place “for raising
families and launching high-tech careers.” But he also welcomed the retiree ranking.

“It is well known that the Valley of the Sun is a great place to retire, and it is nice to be recognized
for that,” Giles’ statement said.

Ulman offered a piece of advice for those who are thinking about retirement.

“If you really want to enjoy the so-called golden years, and have limited resources, come to
Arizona,” Ulman said. “The climate is fantastic, it’s not humid and even when you’re sick you can
still enjoy the day by being outside.”

hitp:/Aucsonlocalmedia.com/foothillsnews/article_0dag1408-0ebf-11e5-bcf6-23549913fc38.html ?Pmode=print 22



