MEMORANDUM

Date: June 29, 2016

To:  The Honorable Chair and Members From: C.H. Huckelberry,
Pima County Board of Supervisors County AdminiW
Re: Homeowner Property Tax Burden in Pima County Low to Average in National
Comparisons

As there continues to be interest in the Pima County’s property tax rates in comparison to
others, it is appropriate to review recent research regarding property tax rates and bills
compared to other large cities across the country, as well as counties with larger populations.

2016 50-state Property Tax Comparison Study by Lincoin Institute of Land Policy

Attached is a summary and link to a 2016 Lincoln Institute of Land Policy study that used
two datasets to compare effective property tax rates and bills for Tucson homeowners and
businesses to other large U.S. cities. In one dataset, the 73 largest cities are included: in
the other, the 50 largest cities are included. The effective property tax rates and bills listed
for each large city include the taxes levied by that city, the county in which the city is
located, and the largest school district within that city. For the “Tucson” tax rates and bills,
included are property taxes levied by the City of Tucson, Pima County and Tucson Unified
School District combined, which would make up the majority of a typical Tucson taxpayer’s
bill. The study uses the effective property tax rate, defined as the tax bill as a percentage
of a property’s market value, which allows for comparisons across cities and states.

Findings:

1. Only four cities had lower tax bills than Tucson for a median valued home. Tucson’s
effective property tax rate for owner-occupied homes (1.21 percent) is about average,
and the tax bill for the median valued home ($1,530) is low compared to 50 other
large cities in the US. Only four cities had lower tax bills than Tucson for a median
valued home.

2. Tucson’s median home value is lower than most of the other large cities. Tucson'’s
median home value is listed as $126,500, compared to the average median home
value across 73 cities of $212,475. Only 14 cities had lower median home values.

3. Tucson's effective property tax rate and tax bill for apartments valued at $600,000
is lower than average (30 out of 50).
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4. However, Tucson’s effective tax rates and tax bills for commercial and higher valued
industrial are above average. This is due in large part to assessment ratios set by the
State Legislature that are considerably higher for commercial and industrial property.
In Arizona, 18 percent of the assessed values of commercial and industrial property
are taxable, whereas 10 percent of the assessed values of owner-occupied homes
are taxable.

5. Tucson’s reliance on property taxes as a revenue source, in comparison to other
revenue sources, was found to be about average. The study also compared each
city’s reliance on property tax as a revenue source considering other sources of
revenue. While we know Pima County and TUSD’s primary property tax rates are
considered high compared to other Arizona counties and school districts, the City of
Tucson’s is low, which may have brought the overall measure of property tax reliance
to average.

6. Local government spending in Tucson was found to be lower than most of the other
large cities. The study also compared local government spending levels across the
73 cities. Only 13 were lower than Tucson.

Residential Property Tax Data by County

The Tax Foundation has on its website a tool that enables homeowners to see how property
tax bills in their county compare to property tax bills for homeowners in other counties.
http://interactive.taxfoundation.org/propertytax/

The data is self-reported by homeowners responding to the annual American Community
Survey administered by the US Census Bureau. This website provides one-year, three-year
and five-year averages between 2005 and 2010. One-year data compares counties with a
population over 65,000, of which there were 806 counties for the most recent year available,
2010. Although Pima County’s population of almost 1 million in 2010 was much higher,
the other datasets included on this website included counties with populations even lower
than 65,000. Attached is a copy from this website of the one-year comparisons, and the
results are also listed below. It is important to note this data differs from the Lincoln Institute
study, as it includes owner-occupied homes throughout Pima County, not just those within
the City Tucson.

One-year data for most recent year available: 2010

1. Median property taxes paid by homeowners in Pima County for 2010 was $1,706,
ranking within the middle of the 806 counties with a population over 65,000.


http://interactive.taxfoundation.org/propertytax/
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2. Taxes paid as a percentage of median home value in Pima County for 2010 was 0.98
percent, ranking in the middle of the 806 counties with a population over 65,000.

3. Taxes paid as a percentage of median income in Pima County for 2010 was 2.99
percent, ranking within the middle of the 806 counties with a population over
65,000.

Summary

These comparisons show that homeowners’ property tax bills in Tucson and Pima County
are either average or lower than tax bills in other large cities and counties across the country.
Regardless, Pima County’s perceived “high” property tax rate, is causing backlash amongst
voters and the State Legislature, which is ultimately detrimental to Pima County residents.
For this reason, | intend to send to the Board of Supervisors in late July or early August, a
list of proposals to reduce Pima County’s primary property tax rate.

CHH/lab
Attachments

c: Tom Burke, Deputy County Administrator for Administration
John Bernal, Deputy County Administrator for Public Works
Jan Lesher, Deputy County Administrator for Community and Medical Services
Keith Dommer, Director, Finance and Risk Management
Nicole Fyffe, Executive Assistant to the County Administrator
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50 —State Property Tax Comparison Study
Lincoln Institute of Land Policy 2016
http://www.lincolninst.edu/pubs/dl/3674 3026 50-State-Property-Tax-2015.pdf

A Summary of the Report for Property Taxes in the Tucson Area

This study compares property tax rates in more than 100 U.S. cities, including tax rates on homes,
commercial and industrial properties, and uses statistical analysis to identify four key factors that
explain most of the variation in property tax rates. These four factors are:

1. The degree to which a city, county or school district relies on property taxes for revenues, verses
other revenues sources, was found to the leading factor in the variation of property tax rates.

2. Differences in home values across cities was found to be the next highest factor in explaining

the variation in property tax rates.

Differences in the levels of local government spending are also a factor

4. Whether homes are taxed at a different classification or assessment ratio compared to other
types of property, is also a factor.

w

The study uses the effective property tax rate, defined as the tax bill as a percent of a property’s market
value, which allows for comparisons across cities and states. The effective tax rate listed for a particular
city includes property taxes levied by the city, county and the largest school district in the city for
properties within the boundaries of that city. The effective tax rate is for tax year 2015. Homes or
homesteads are defined as owner-occupied/primary residencies. Some of the comparisons are limited
to the largest city in each state, and in those cases Phoenix is included, not Tucson. Tucson is included in
two other data sets that compare the largest 73 and largest 50 U.S. cities.

Attached is the full report, with the tables that include Tucson placed in front of the report.
Findings Concerning Tucson Tax Rates

A. Effective Tax Rates for Homes, Ranked with the 73 Largest US Cities and 50 Largest US Cities.

Tucson’s effective tax rate for a median valued home is 1.21%, which ranks in the middle of the 73
largest US cities (37), and lower than the mean of 1.44%.

In comparison to the largest 50 cities, Tucson’s effective tax rate ranks in the middle (24), is below
the average of 1.365%, and the tax bill for the median valued home in Tucson ($1,530) ranks low
(45) and is well below the average of $2,721.

In comparison to the largest 50 cities, Tucson’s effective tax rate on a $150,000 home is below the
average of 1.434%. The tax bill for a $150,000 home in Tucson ($1,814) is below the average of
$2,151.

In comparison to the largest 50 cities, the tax bill on a $300,000 home in Tucson ($3,628) is below
the average of $4,481.

Tucson’s reliance on property taxes as a revenue source is in the middle of 73 largest US cities (34).


https://www.lincolninst.edu/pubs/dl/3674_3026_50-State-Property-Tax-2015.pdf

Tucson’s median value home is lower than most of the 73 largest US cities (59). ($126,500 vs.
$212,475)

Tucson’s local government spending is lower than most of the 73 largest US cities (60).

Tucson has a significantly higher effective tax rate for commercial properties than for homes (9)
when ranked with the 73 largest US cities.

Effective Tax Rates for Commercial Property, Ranked with the 73 largest Cities and 50 Largest US
Cities

Tucson’s effective tax rate for a commercial property valued at $S1 million with $200,000 in fixtures
is 2.51%, which ranks higher than most of the 73 largest US cities (22), and higher than the mean of
2.006.

In comparison to the largest 50 cities, Tucson’s effective tax rate for commercial property valued at
S1 million is 2.511%, which is above the average of 2.009%, and the tax bill is $30,132, which is
above the average of $24,104. This tax rate and tax bill ranks Tucson higher (18) than many of the 50
largest US cities.

In comparison to the largest 50 cities, Tucson’s effective tax rate for commercial property valued at

$100,000 is 2.372%, which is above the average of 1.959%, and the tax bill is $2,847, which is above
the average of $2,351. This tax rate and tax bill ranks Tucson higher (14) than many of the 50 largest
US cities.

In comparison to the largest 50 cities, Tucson’s effective tax rate for commercial property valued at
$25 million is 2.88%, which is above the average of 2.05%, and the tax bill is $864,025, which is
above the average of $614,945. This tax rate and tax bill ranks Tucson higher (5) than most of the 50
largest US cities.

Effective Tax Rates for Industrial Property (Personal Property = 50% of value), Ranked with the 50
Largest US Cities

In comparison to the largest 50 cities, Tucson’s effective tax rate for industrial property valued at
$100,000 is 1.423%, which is below the average of 1.527%, and the tax bill is $2,847, which is below
the average of $3,055. This tax rate and tax bill ranks Tucson in the middle (23) of the 50 largest US
cities.

In comparison to the largest 50 cities, Tucson’s effective tax rate for industrial property valued at $1
million is 2.134%, which is above the average of 1.622%, and the tax bill is $42,687, which is above
the average of $32,455. This tax rate and tax bill ranks Tucson higher (14) than many of the 50
largest US cities.

In comparison to the largest 50 cities, Tucson’s effective tax rate for industrial property valued at
$25 million is 2.356%, which is above the average of 1.648%, and the tax bill is $1,177,896, which is
above the average of $823,906. This tax rate and tax bill ranks Tucson higher (9) than many of the 50
largest US cities.



D. Effective Tax Rates for Apartment Properties Valued at $600,000 Ranked with the Largest 50 US
Cities

In comparison to the largest 50 cities, Tucson’s effective tax rate for apartment properties valued at
$600,000 is 1.296%, which is below the average of 1.729%, and the tax bill is $8,164, which is below
the average of $10,895. This tax rate and tax bill ranks Tucson in the lower middle (30) of the 50
largest US cities.

Findings Concerning Tucson Tax Rates versus Phoenix Tax Rates

According to the report, Phoenix has a slightly lower tax rate on homes, when compared to Tucson, but

the tax bills are higher due to a higher median valued home ($178,800 vs. $126,500). Phoenix has lower
tax rates and tax bills than Tucson for commercial and industrial properties, but the tax rate and tax bills
are still high when ranked against other US cities. Phoenix has a slightly higher tax rate and tax bills than
Tucson for apartment properties, but still ranks roughly in the middle when compared to other US cities.

Summary of Findings for Tucson Property Taxes

Tucson’s effective property tax rate for homes is about average and tax bills are well below average
when compared to other large cities in the US. This is likely due to a much lower than average median
home value. Only 14 cities had lower median home values, out of 73 cities.

Tucson’s effective property tax rate and tax bill for apartments is lower than average.

But Tucson’s tax rates and tax bills for commercial, and higher valued industrial, are above average. This
is likely due to State-required assessment ratios that are higher for commercial and industrial.

Tucson’s reliance on property taxes as a revenue source, in comparison to other revenue sources, is
about average. While we know Pima County and TUSD’s primary property tax rates are considered high
compared to other Arizona counties and school districts, the City of Tucson’s is low, which may have
brought the overall measure of property tax reliance to average.

Tucson’s local government spending is lower than most of the other large cities. Only 13 were lower out
of 73 cities.

Tucson tables attached
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o)

TA
FOUNDATION

INTERACTIVE TOOLS and DATA PROJECTS
ABOUT |CALCULATORS DATA T

ntact Lis | Support the Tax Foundation | Privazy Policy

Property Tax Data by County share = Tweet o cuame gies

Llke 283 people like this. Be the flrst of your friends.

This tool alfows homeowners 10 see how property tax bills in their area stack up against other areas across the United States.

Choose your state and county below.
Three-year dala is cumently cnl, 2.ailable for counties v.ith p :pulations over 20,000; for annual data, count; pepulation must exceed 65,000 Five-year 2ata 15 g-aliable for almost all counties

For more information on this data set, click hers.
This data is also a allable a8 ranked count;’ lists here.

State: Arizona V| County: Pima County L% One-year data Three-year averages Five-year overages

b 2010 Z 200810 J aons0
Tl U 200704 L7 200500
) 7 003 [Z 200508
11 el Sk {1 makonil Wty plasss Sonkidar makifig & donafion ooy ¥ 200507
me Tan Foundation DOHATE ) 2008
T 2008
Property Tax Statistic 2010
Median Real Estate Taxes Paid $1,706 +/- 31
< County Rank (nation . 420 out of 806 counties
mﬁﬁms $1.427 +- 11 T TTTTrr— ] b
State Rank 32 out of 50 states
U.S. Median Real Estaie Taxes $2,043 +/- 5
——
Tax Paid as % of Median Home Value 0.98 +/- 0.02%
< County Rank (nationally) 434 out of 806 counties :
|Arizora Tax s % of Home Value 0.85 +- 0.01%
State Rank 30 out of 50 states
U.8. Taxes as % of Hy ] 1.14%
4md‘::,ﬁ-ch/r\a'Iel::::L:ll:ne 2.99 +/- 0,.08%
( County Rank (nationally) 405 out of 806 caunties 5
Arizona Tax as % of Median Income 2.47 +- 0.04% -— i~
State Rank 30 out of 50 states
U.S. Taxes as % of income 3.25 +/- 0.01%

District of Columbia is classified as a crunty for ranking purposes. It is not included in state rankings.
Each beisugh of Newv York City is classified s a county. Ne v York Count, is Manhattan. Kings Ciunty i Brooklyn. Richmond Count; is Staten lsland. And Quesns Ceunty and Bronx Court; are of

course Queens ard the Bronx,

Souree: Tax Foundation caleulations kased upon Census data ‘American Community Sur-e?).

Data refers to median real esiate taxes and mdian -alue on ‘o mer-c-cupied housing units,” as \-zll a6 the median househcld income of units that are auner-ou upied

Each statistic nas a margln of emor (x nfidence inter al: 90%) agsociate 1 with it This can ke significant for lu.. [:2ulation crunties with = small sample size. - || counties for hich any statistic has a
margin of error equal to at least 204 of the estimated * alue are excluded frum the rankings.

bout | More Deta | FAQ

Tool by Nicholas A, Kasprak

http://interactive.taxfoundation.org/propertytax/ 6/27/2016



