
 
 
 
 
 

June 20, 2017 
 

Countywide Sales Tax Dedicated to Property Tax Relief 
and Local Pavement Preservation and Repair 

 
 
I. Introduction 
 
During the Tentative Budget Hearing on May 23, 2017, the topic of enacting and levying a 
half-cent sales tax versus a property tax increase to fund pavement preservation and repair 
of local roads was discussed. A sales (excise) tax would generate a greater amount of 
revenue than the Tentative Adopted property road tax. In fact, the amount collected would 
be significantly more than the $19,526,525 currently proposed such that the remainder over 
that amount could be used to reduce the overall primary property tax rate. Several Board 
members indicated they would be willing to consider replacing the property road tax with a 
sales tax as a viable option. Section II below discusses this option. 
 
II. Option of levying a countywide sales tax dedicated to property tax relief and local 

pavement preservation and repair 
 
Arizona Revised Statute (ARS) 42-6103 – County General Excise Tax; Authority to Levy; 
Rate; Distribution; Use of Proceeds allows a county of less than 1.5 million persons to levy 
and collect a general excise (sales) tax upon a unanimous vote of the Board of Supervisors 
(Attachment 1).  Every eligible county other than Pima County levies and collects this tax. 
This tax would be collected from each person engaging or continuing in the county in a 
business as described in the applicable associated statutes. The rate discussed in Section 1 
of the statute equates to one-half percent for most transactions. 
 
A full year of collections starting in FY 2018/19 would yield $69.8 million. This estimate is 
conservative and presume no increases or decreases in year-to-year sales in Pima County. 
 
The County’s sales tax would be a fraction of the total sales taxes levied by the State of 
Arizona, the Regional Transportation Authority (RTA) and cities and towns. Current sales tax 
rates within the unincorporated area total 6.1 percent. Sales taxes in cities and towns range 
from an additional 2 percent in Sahuarita, to an additional 2.5 percent in Tucson, Marana 
and Oro Valley, to an additional 4.5 percent in South Tucson. In total, sales taxes on retail 
items within cities and towns in Pima County range from 8.6 percent in the City of Tucson 
to 10.6 percent in South Tucson. An additional half-cent sales tax by the County would be 
a fraction of these combined sales taxes. 
 
A portion of sales tax revenues are paid by nonresidents and businesses not located in Pima 
County but that benefit from County services. Sales tax payments by nonresidents increase 
the net amount of funds available to provide these services. Nonresidents and businesses 
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located outside Pima County will pay up to 17 percent of the annual revenue associated with 
a half-cent sales tax. The percentage includes tourism and Mexican visitor spending. Persons 
residing outside of Pima County will contribute as much as $11.9 million of the estimated 
$69.8 million of sales tax collections in FY 2018/19. 
 
Sales taxes collected would be used to fund the following:  
 

• The first $19,526,525 of collections would be utilized to fund the local road 
pavement preservation program I previously presented to the Board. This additional 
funding would negate the need for the tentatively adopted $0.2500 per $100 of net 
taxable value for the property road tax. These funds would still be allocated and used 
as outlined in my May 23, 2017 Amended Tentative Budget Recommendation 
Regarding Pavement Preservation, Roadway Surfacing and Repair memorandum to 
the Board, as well as additional recommendations included in this memorandum. 

 

• After applying the portion of funds for local roads, any remainder will be utilized to 
reduce the County’s primary property tax rate for the year it is collected.  In FY 
2018/19, the first full fiscal year of collection, the primary rate can be reduced by an 
additional $0.6437 from $4.2096 to $3.5659.  Total primary property tax rate 
reductions over this period would total $0.8937.  A summary of this information is 
contained in Attachment 2. 
 

• Adding the $0.2500 reduction from the road property tax to the property tax sales 
tax reduction of $0.6437 results in a total property tax reduction of $0.8937, or a 
potential 21.2 percent reduction in the primary property tax rate of $4.2096 in FY 
2017/18 if the sales tax were enacted for FY 2018/19. 

 
Sales taxes are known for being potentially regressive; meaning the impact of the tax on 
lower income individuals and families is greater than the impact on higher income individuals 
and families. Sales taxes are levied at a flat rate, and because spending as a share of income 
falls as income rises, sales taxes take a larger share of income from lower income individuals 
and families in comparison to higher earners. Property taxes are also regressive, but less so 
than sales taxes. This is due to the value of homes as a percent of income tends to decline 
at higher incomes. Renters also pay property taxes, as property owners pass this cost on as 
part of the rent for the unit.  Similarly, property taxes via rental charges represent a larger 
share of income for poor individuals and families than for higher earners. 
 
The information contained in Attachment 2 summarizes the County’s attempt to mitigate 
the regressive component of the sales tax.  The attachment shows the impact of a half-cent 
excise tax for low-income, median-income, average-income and high-income households. 
The table also shows the corresponding decrease in property taxes for a low value home, a 
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median value home, an average value home and a high value home.  For example, an average 
income household will see sales tax payments increase by $90.90 for the 12 months of 
collections in FY 2018/19. Correspondingly, the primary property tax payments for an 
average value home of $164,444 will decrease by an offsetting $105.85. This means that 
this household would pay $14.95 less in sales taxes with the new half-cent rate than if 
property tax relief did not occur. Additionally, the County’s FY 2017/18 primary and 
secondary property tax rates were reduced by a total of $0.1100 from the FY 2016/17 tax 
rates before the impact of the sales tax and associated property tax reductions were 
calculated and carry over into FY 2018/19. The reductions result in an additional net 
reduction in property taxes for an average value home of $18.09. These savings, coupled 
with the reduction in the primary property tax rate due to property tax relief, more than 
offset the additional cost of a half-cent sales tax to an average household in FY 2018/19. 
 
III. The idea of a sales tax for road repair and property tax relief is not new 
 
The idea of using a sales tax for road repair and property tax reduction is not new.  In fact, 
it has been extensively discussed in the past, as have a number of other options available to 
raise sufficient revenues to provide road repair and, in some cases, property tax reduction.  
Transportation funding was discussed at the November 18, 2014 Board of Supervisors 
Meeting under Items 7, 18 and 26.  A plan to fund road repair was specifically addressed in 
Addendum Item 3. 
 
For many years, our Legislative Agenda has recommended a 10-cent per gallon increase in 
the State gas tax.  For purposes of simplicity, attached is my August 1, 2014 memorandum 
to the Board that extensively discussed funding street and highway repairs in Pima County 
(Attachment 3).  Sales tax and property tax reductions were specifically addressed under 
Section 10; beginning on Page 10 and continuing through Page 14.  At that time, I 
recommended adoption of a half-cent sales tax and using one-half of the proceeds for road 
repair and the other half for property tax reduction.  The adopting resolution that would have 
been enacted is included for information only as Attachment 4. 
 
Also attached is the last resolution adopted by the Yavapai County Supervisors, which 
enacted a general excise tax for road repair and/or transportation, as well as property tax 
relief (Attachment 5). 
 
If the Board of Supervisors wants to affect real improvement in the condition of our County 
transportation system – specifically road repair and pavement preservation – a local tax for 
such must be enacted through the now proposed road property tax or through a sales tax 
that could provide both road repair relief and property tax relief. 
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IV. Public consensus process to arrive at a recommendation 
 
Although the idea of a sales tax was raised at Tentative Budget Adoption, adopting the sales 
tax at this point is possible, but it would be done without extensive public input and vetting.  
I suggest the Board use this coming fiscal year to properly vet and receive extensive public 
input from all sectors in all geographic locations throughout the County regarding a proposal 
to utilize the sales tax for both road repair and property tax reduction.  This process should 
begin now and include 12 or more public meetings throughout the community to receive 
input.  These public meetings would be conducted by County staff only when in the 
unincorporated area and with jurisdictional staff for meetings inside cities and towns, since 
a portion of the road repair receipts are proposed to be shared with the cities and towns.  If 
the Board concurs with this approach, I propose a Citizen’s Advisory Committee (CAC) be 
appointed to consider this recommendation, conduct the public input sessions, and ultimately 
make a recommendation to the Board before the Fiscal Year (FY) 2018/19 budget is finalized.  
This would be March 2018. 
 
The 15-member CAC should be composed of seven members of the Transportation Advisory 
Committee I previously recommended to oversee the road property tax road repair and 
pavement preservation projects.  The remaining eight members should be appointed by the 
Board of Supervisors to represent the community at-large, including the business community.  
Appointments would be made from recommendations received from various interested 
groups, including the Tucson Association of Realtors; area chambers of commerce; the 
Southern Arizona Home Builders Association; various trade associations; small business 
commissions; etc. 
 
 
V. Action Options in March 2018 
 
After receiving a recommendation from the CAC, the Board will then be in a position to take 
specific action regarding a sales tax for both road repair and property tax reduction.  If the 
action were to enact a sales tax for this purpose, the $0.2500 property road tax would be 
sunsetted in favor of the sales tax option.  If the sales tax option were not adopted, the 
property tax repair option would be retained for the balance of the recommended five years 
recommended, with at least a $0.1400 reduction in the primary property tax rate for FY 
2018/19 to achieve, to the extent possible, tax neutrality.  This means there would be no 
significant property tax relief for all other classes of property taxpayers, including residential 
property owners. 
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VI. Recommendation 
 
I recommend the Board of Supervisors provide direction regarding this matter.  It is not 
interconnected with Final Budget Adoption for Fiscal Year 2017/18, but it is related to how 
the Board would like staff to proceed regarding considering a sales tax for property tax relief 
and road repair for Fiscal Year 2018/19. 
 
 
Respectfully submitted, 
 
 
 
C.H. Huckelberry 
County Administrator 
 
 
CHH/mjk – June 12, 2017 
 
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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42-6103. County general excise tax; authority to levy; rate; distribution; use of proceeds

A. A county having a population of less than one million five hundred thousand persons, according to 
the most recent United States decennial census, on a unanimous vote of the board of supervisors, may 
levy and, if levied, the department shall collect a county general excise tax on each person engaging 
or continuing in the county in a business taxed under chapter 5, article 1 of this title and section 42-
5352, subsection A.

B. The excise tax levied pursuant to subsection A of this section shall be at a rate applied as a 
percentage of the rates prescribed by section 42-5010, subsection A on each class of business subject 
to the tax imposed by chapter 5, article 1 of this title and section 42-5352, subsection A, not to exceed 
ten per cent.

C. At the end of each month the state treasurer shall transmit the net revenues collected pursuant to 
this section to the treasurer of the county levying the tax. The county shall use these revenues to 
support and enhance countywide services.

Page 1 of 142-6103 - County general excise tax; authority to levy; rate; distribution; use of proceeds

6/12/2017http://www.azleg.gov/ars/42/06103.htm



 
A

T
T
A

C
H

M
EN

T
 2

 



$19.5M Roads 50% Roads
$50.27M Tax Reduction 50% Tax Reduction

FY 2018/19 FY 2018/19
(12 Months Revenue) (12 Months Revenue)

   Projected Tax Revenue $69,800,000 $69,800,000
   Funds Earmarked For Transportation Roadways $19,526,525 $34,900,000
   Funds Earmarked For Primary Property Tax Reduction $50,273,475 $34,900,000

Reduction In Primary Property Tax Rate $0.6437 $0.4468

   Non-Resident/Business Share of Tax Revenue (17%) $11,866,000 $11,866,000

   Low Value Home ($88,803 - 25th percentile for 2017) $57.16 $39.68
   Median Value Home ($131,899 - 50th percentile for 2017) $84.90 $58.93
   Average Value Home ($164,444 in 2017) $105.85 $73.47
   High Value Home ($199,241 - 75th percentile for 2017) $128.25 $89.02

   Low Income Household ($34,701 income 2015) $61.42 $61.42
   Median Income Household ($47,099 median 2015) $77.89 $77.89
   Average Income Household ($64,613 average 2015) $90.90 $90.90
   High Income Household ($88,881 income 2015) $106.80 $106.80

   Tentative Adopted Overall Property Tax Rate $5.9784 $5.9784
   Reverse Proposed Transportation Property Road Tax -$0.2500 -$0.2500
   Reduction in Primary Property Tax Rate Offset by Sales Tax (FY 2018/19) -$0.6437 -$0.4468
Net Proposed Final Adopted Overall Property Tax Rate $5.0847 $5.2816
Percentage Reduction in Overall Tax Rate from FY 2017/18 Tentative Adopted -14.9% -11.7%

   FY 2016/17 Adopted Overall Property Tax Rate $5.8384 $5.8384
   Transportation Property Road Tax Rate $0.2500 $0.2500
   Reduction in Primary Property Tax Rate -$0.0800 -$0.0800
   Reduction in Regional Flood Control District Property Tax Rate -$0.0200 -$0.0200
   Reduction in County Library District Property Tax Rate -$0.0100 -$0.0100
   Reversal of Transportation Property Road Tax Rate -$0.2500 -$0.2500
   Reduction in Primary Property Tax Rate Offset by Sales Tax (FY 2018/19) -$0.6437 -$0.4468
Net Proposed Final Adopted Overall Property Tax Rate $5.0847 $5.2816
Percentage Reduction in Overall Property Tax Rate from FY 2016/17 Adopted -12.9% -9.5%

COUNTY "HALF-CENT" GENERAL EXCISE TAX REVENUE AND IMPACTS

County "Half-Cent" General Excise Tax Effective July 1, 2018

Change in Overall Property Tax Rate from FY 2017/18 Tentative Adopted

Reduction In Homeowner Primary Property Tax

Excise Tax Impact On Households

County "Half-Cent" General Excise Tax Revenue

 2.  Home values based on Limited Value from 2017 Assessment Roll conveyed from the Pima County Assessor.
 3.  Excise Tax Impact on Households based on U.S. Bureau of Labor Statistics, 2014 Consumer Expenditure Survey, with adjustment to April 2017
      dollars using April 2017 national CPI-U city average-All Items index relative to Calendar Year 2014 CPI-U city average-All Items index.

Change in Overall Property Tax Rate from FY 2016/17 Adopted Budget

Notes:
 1.  Projected tax revenue based on 12 month Regional Transportation Authority revenue through April 2017, adjusted to conform to taxable 
      categories for County "Half-Cent" General Excise Tax and the statutory provision that pre-existing contracts are not taxed.
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