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Tax Cap’s Origins

* 1984 citizens advanced initiative to limit how much MOA
could annually increase taxes

* Concerned that increased oil and gas activity could lead to increased
spending —and taxes to pay for it

* Proposed formula limit on how much ALL taxes could increase
annually

* Provided annual increase for:
* Inflation, population changes
* VVoter-approved debt and associated O&M costs

* Initiative passed with 58% voter approval



Taxes—What’s In / What’s Out

Subjectto Tax Cap

* Automobile tax $10.3M
* Tobacco Tax $20.0M
» Motor Vehicle Rental Tax $10.0M
* Fuel Excise Tax $13.5M
 Payment in Lieu of Taxes (state and Federal) $9.2M
* MUSA/MESA (payments by utilities) $21.4 M
* Property Tax $346.5M
Outside Tax Cap

 Alcohol tax $15.2M
* Marijuana tax $ 59M
* Hotel/motel bed tax (4% to general government) $45.1 M

Revenue amounts are from Mayor’s Proposed 2025 budget



How Tax Limit Is Calculated

1.  Start: Amount of ALL taxes collected prior year

2. Back out taxes for one-time items
* Legal settlements, debt service

3. Adjustfor change in population, inflation
* Usefive-year average

4. Add amount for purposes not subject to limit
* Debtservice, new construction, legal settlements, voter approved O&M

Answer sets limit on amount of
ALL TAXES that can be collected



Calculating Maximum Property Taxes

Add other taxes to be collected:
* Automobile tax
* Tobacco tax
* Motor Vehicle Rental tax
* Fuel Excise Tax

* Payment in Lieu of Taxes
* MUSA/MESA

Room remaining maximum in
PROPERTY TAXES can collect



Tax Cap History

* 1984 Initiative on ballot establishing Tax Cap
* 58% voters approved
* 1997: Voters amended charter to require 60% vote for sales
tax
* 62% voters approved

e 2003: Mayor/Assembly removed by ordinance MUSA/MESA
payments from Tax Cap calculation

* Result: $50 million more in property taxes collected over 6
years

e 2009: Citizen initiative to return MUSA/MESA under Tax Cap
* 60.46% voters approved
* Result: $40 million less in property taxes collected over 3-years



Tax Cap History. ..

* 2016: Administration proposed to again remove MUSA/MESA
from Tax Cap

* In anticipation, citizen initiative stipulating under Tax Cap
* 60% voters approved

* 2016: Assembly proposed Marijuana sales tax; lower vote
approval needed to 50%; revenue within Tax Cap
* 79.4% voters approved
* Result: $4 million less in property taxes

* 2017: Assembly approved Motor Fuel excise tax
* Revenue within Tax Cap
* Result: $13 million less in property taxes



Tax Cap History. ...

* 2020: Assembly proposed 5% Alcohol Tax; lower vote
approval needed to 50%; revenue excluded from Tax Cap
e 52.34% voters approved
* Result: no property tax offset; $11 to $15 million additional spending

* 2023: Assembly proposed Marijuana tax be excluded from
Tax Cap; lowered vote required to 50%
* 55.92% voters approved

* Result: Phased implementation; in 2025 no property tax offset; $4.7
million additional spending



Tax Cap: Future Decisions

« 2025: Assembly places special tax on ballot to collect $6.5
M in additional property taxes ($3M for police and $3.5M for
heavy fleet vehicles)

* Per Charter, special tax not subject to Tax Cap

* Result, if approved:
« $6.5Mincrease in property taxes and spending

e TBD: Sales tax?

* Subject to tax cap?
* If yes, revenue would reduce property taxes
* If no, pays for increased spending
* Requirement for voter approval?
* 60% vote requirement per Charter?
* Exception to Charter for 50% vote requirement?
* Advisory vote?
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