MEMORANDUM

Date: May 24, 2013

To:  The Honorable Chairman and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Admini%’

Re: Normalizing and Comparing the Maricopa County Primary Property Tax Rate with that
of Pima County

At first glance, it may appear there is a substantial and significant difference between the
primary property tax rate of Pima County at $3.7100 and that of Maricopa County at
$1.2807. However, all of the facts associated with revenues available to both counties
must be examined and appropriate adjustments made in order to develop an accurate
comparison of the tax rates. If one were to take the information at face value, it could be
concluded that the Pima County primary property tax rate is nearly three times higher than
that of Maricopa County; however, this is not correct.

As discussed below, a number of factors significantly normalize the tax rates:

A. Difference in Per Capita Assessed Value. Attached to this memorandum is a
per capita assessed value comparison between Pima and Maricopa Counties.
People require governmental services, which are funded using the available
property taxes base, which differs among counties. Therefore, it is appropriate
to develop per capita assessed value comparisons to determine the implications
of tax rates and tax revenue raising capacity. The analysis is very clear that
the per capita assessed value in Maricopa County is nearly 8 percent greater
than in Pima County; hence, our tax rate must be 8 percent higher in order to
raise the per capita funding for services. Taking our $3.7100 and subtracting a
tax rate to normalize for the difference in assessed value per capita would yield
a tax rate of $3.4380.

B. Jail Tax. Maricopa County, unlike Pima County, has utilized sales tax authority
to diversify their tax base. Maricopa has a jail tax that raises significant sums
of money for which Pima County relies on the primary property tax base, since
we have no jail tax. If this is normalized, our tax rate would then decrease
from $3.4380 to $2.4907.

C. Healthcare District Secondary Tax Available to Maricopa County. Both Pima
and Maricopa Counties have historically had hospitals for providing healthcare
and medical services to the indigent. In Maricopa County, they have
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transitioned their hospital — Maricopa Medical Center — to a secondary property
tax similar to our library secondary property tax district. This transition relieves
Maricopa County of having to pay for its hospital through the primary property
tax rate as Pima County does.

We have transitioned our hospital operation and management to UA Healthcare,
Inc.; however, we still raise revenues through the primary property tax base
and transfer those revenues to UA Healthcare, Inc. For the coming fiscal year,
$15 million has been committed for UA Healthcare, Inc.’s contract. Because
we are not able to take advantage of a secondary property taxing district, we
must levy these funds in our primary property tax rate. If this cost was
transferred to a secondary property tax rate, our primary property tax rate
would decrease from $2.4907 to $2.2923.

D. Disproportionate Urban Service Populations in Pima County. Ninety-three
percent of Maricopa County’s population resides in the incorporated areas
(various cities and towns). In Pima County, only 64 percent of the County’s
population resides in cities and towns; hence, we have a very high
unincorporated service population. The major cost drivers in the unincorporated
area for the primary property tax relate to the Sheriff and law enforcement
services and our Natural Resources, Parks and Recreation Department. If these
costs are proportionately allocated and compared to Maricopa County, the
primary property tax rate would be further reduced from $2.2923 to $1.8000.

Pima County has often been criticized as a high property tax county. We are not. Our
primary property tax rate is not the highest in Arizona, and all other counties have one, two
or even three excise tax sources of revenue, such as a sales tax, that are used to be reduce
their property tax burden. Pima County has no such excise taxes. When comparing the
normalized primary property tax rate of Pima and Maricopa Counties, they are very similar
based on the revenue sources available to each county, as well as the service demands each
county must face in providing local government services.
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c: Martin Willett, Chief Deputy County Administrator
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John Bernal, Deputy County Administrator for Public Works
Jan Lesher, Deputy County Administrator for Medical and Health Services
Tom Burke, Director, Finance and Risk Management
Robert Johnson, Budget Manager, Finance and Risk Management



Primary Property Tax Rate for Fiscal Year 2013/14
Maricopa County vs Pima County

Rate Levy
Maricopa County
Primary Property Tax $1.2807 $409,775,397
Jail Excise Tax (Sales Tax) $131,106,321
Maricopa County Special Health Care District (Secondary Property Tax) * $57,895,470
$1.2807

*Maricopa County Special Health Care District Levy is the 2013 levy. The 2014 levy is not yet available.

Pima County

Primary Property Tax $3.7100 $280,443,689

1. Adjust for Adult and Juvenile Detention (a) $0.9473 $71,608,821
$2.7627

2. Adjust for U of A Medical Center South Campus Subsidy (b) $0.1984 $15,000,000
$2.5643

3. Adjust for Per Capita Difference in Net Assessed Value (¢) $0.2720 $20,558,670
$2.2923

4. Adjust for high unincorporated population (d) $0.4923 $37,214,578

Pima County's Adjusted Tax Rate $1.8000

Analysis of Differences In Primary Tax Rate

Pima County's Tentative Adopted Primary Property Tax Rate = $3.7100

Maricopa County's Tentative Adopted Primary Property Tax Rate = $1.2807

Face Value Comparison (Pima Rate/Maricopa Rate) = 2.90

By using a direct face value comparison of the two tax rates, it appears that Pima County's tax rate is 2.90 times
higher than Maricopa County's tax rate.

(a) Maricopa County has separate revenue streams for Adult and Juvenile Detention in the form of a Jail Excise
Tax. Pima County does not have this capability and must include these costs when calculating the primary property
tax rate. This item impacts Pima County's rate by $0.9473.

(b) Maricopa Hospital costs are under the secondary property tax base as a separate special district. Pima County
must include these costs when calculating the primary property tax rate. This item impacts Pima County's rate by
$0.1984.

(c) Maricopa County's per capita primary net assessed value is 7.91% higher than Pima County's. Pima County
has to levy an additional $0.2720 to collect the same amount of tax revenue per capita.

(d) 93% of Maricopa County's population lives in incorporated areas versus 64% of Pima County's population.
Pima County's primary tax rate includes the cost of many urban-type services to 36% of the County's total
population versus 7% for Maricopa County. Two of the largest unincorporated costs in the General Fund are for
Law Enforcement and Parks and Recreation. This analysis takes a 36% or 37,214,578 premium for the
unincorporated population. This equates to $0.4923 on the primary property tax rate.

After adjusting for these differences and making the tax rates consistent:

Pima County’s Adjusted Tentative Adopted Primary Property Tax Rate = $1.8000
Maricopa County's Tentative Adopted Primary Property Tax Rate = $1.2807
Consistent Value Comparison (Pima Adjusted Rate/Maricopa Rate) = 1.41

By using an adjusted rate for Pima County that takes into account the different revenue streams and makes for a
more consistent comparison between the two rates, one can conlude that Pima County's rate, while higher, is not
all that much greater than Maricopa County's rate. A deeper analysis may push this difference even lower.



