MEMORANDUM

Date: August 26, 2015

To:  The Honorable Chair and Members From: C.H. Huckelberry
Pima County Board of Supervisors County Administ%f

Re: Growth and Assessed Value Assumption Contained in the Information Packet
Required by Arizona Revised Statute (ARS) 35-454

Later this week, | will transmit to the Board of Supervisors the completed Bond
Implementation Plan for your consideration at a Public Hearing on September 15, 2015.

Contained in the Bond Implementation Plan is a Debt Service schedule that demonstrates
the bonds sold and corresponding debt service will not exceed the Board’s cap on the
Secondary Bond Debt Service property tax rate of $0.815 per $100 of assessed value.
The schedule of debt issuance, as required in the State-required publicity pamphlet, is
largely constrained by the growth in assessed value assumptions required by State law.

“ARS 35-454 A.1(d) states:

“In preparing this information and the information prescribed by subdivision (c)
of this paragraph, the projected total annual increase in net assessed value for
any future year shall not exceed: (i) For the first five years of the estimated debt
retirement schedule, the average of the annual percentage growth for the
previous ten years in the net assessed valuation of the political subdivision. (ii)
For the remaining years of the estimated debt retirement schedule, twenty
percent of the average of the annual percentage growth for the previous ten
years in the net assessed valuation of the political subdivision.”

This requirement artificially restrains the growth in net assessed value for the first five
years. It calculates to be 3.5 percent per year. The balance of the debt service after the
first five years calculates at 0.7 percent per year. Our best estimate of actual growth and
assessed value is shown in the attached table. The table also includes two different
columns for projected taxable assessed value. One is statutorily required pursuant to ARS
35-454; the other is corresponding assessed value based on our estimates of assessed
value of growth. Assuming the 0.7 percent growth in assessed value after Fiscal Year

2020/21 is unrealistically low.

In examining actual growth in assessed value over the last 40 years, the average annual
growth from Fiscal Year (FY) 1976/77 to FY 2014/15 has been 4.88 percent. If the
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hyper-assessed value growth period from FY 2005/06 to FY 2009/10 is removed, the
average annual growth rate in assessed value would be 4.03 percent (a 35-year average).
Hence, it is clear a future growth rate of 0.7 percent per year in assessed value is
unrealistic and not based on economic reality.

We have chosen to use the statutorily required assessed value analysis in computing our
debt service, which affects the size and timing of bond sales if approved by the voters.
This results in a 12-year program with sales ranging from $60 to $70 million per year.
However, it is likely actual assessed value would be significantly higher, thereby shortening
the debt issuance period, as well as the peak time period for which the voluntary cap of
$0.815 will be in place.

If you have any questions regarding this matter, please contact me.

CHH/mjk
Attachment

¢: Tom Burke, Deputy County Administrator for Administration
Nicole Fyffe, Executive Assistant to the County Administrator
Keith Dommer, Director, Finance and Risk Management
Robert Johnson, Budget Manager, Finance and Risk Management
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