Facts and Myths about
Property laxes

Council Meeting, Nevember 7, 2007

Presen ted by Yvonne Ziemkowski, Finance Director



Property IFaxes

Topics:

= \\/hat IS property tax?

= How does property: tax Work?
= [FACtS about property taxes.

= 2008 proposed levy.

= Jrends .



What Is Property Trax?

= Property Tax Is a tax on real and personal
property




Real Property Includes:

= | and
= Buildings
= |mprovements attached to the land




Personal Property Includes:

= Viachinery and equipment (used In
business)

® Furniture and fixtures in commercial use

= Supplies and matenals that are not for
sale

=] eased eguipment and seme leasehoeld
Imprevements



What property Is not taxable?

= Property owned by federal, state, and local
governments

= Church-owned property used for church
PUrPOSES

= | ow Income housing owned by public
conporations (e.g. Housing Authoerities)

= Priyvately ewned schools and celleges

= Personal property ewned by individuals, suchias
vehicles, stocks, honds, and heusehoeld geeds.



What 1s' Propernty Tax Levy?

= A property tax levy is
the amount a taxing
jurisdiction: (City) -
collects from its property )
OWRErS 1o pay. for the
generall cost of
government




There are two different levies a
jurisdiction may Impose:

= Regularlevy &
= EXxcess levy (approved by

\/Olers) —_
>



Regular Levy

= Pays for routine city expenses, such;as
Fire, Police, Parks, ete.




Limitations

= Cannot exceed maximum of 101%
= The 1% increase reguires Council approval
= \/oters may override the 1% limit (levy lid lift)

= The City’s maximum rate of levy is $3.10
per $1,000 assessed valuation (AV)



Other Limitations...

Total of all regular property taxes for all
taxing districts:

= $10 per $1,000 of AV



EXCESS Levy

Amount of money. to pay: off debt service
0N bonds approved by voters, e.g. Senior
Center, Library, Fire Hall.




Where Do Property Taxes Go?

Myith #1.:

= City of PA receives alll property tax dollars
that are paid by a property ewner located
Within the: city. limits



Fact:

= | ess than 25% of total property taxes paid are
collected by the City of PA as a regular levy.

L and

=190 Of property taxes go to pay voied bends on
Senior Center, Library, and Eire Hall



Where do the property taxes
paid by City residents go?

v v
)
I — .
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County  Library Hospital CityReg. School Port State Voted
Levy Dist. Levy




In 2007, City: property: owners
paid $9.712 per $1,000 AV. to all
taxing districts.




How: Much Comes to the City?

= |n 2007, the City received $ 2.387 per
$1,000 AV ofi regular property taxes,

and

= $0.426 per $1,000 for the excess levy




Property Traxes paid by a typical
resident on an average priced
home 2005-2007

Inc.(Decr.)
2005 2006 2007 2005-2007

Average Home 150,000 175,642 201,988 35%

Taxing Jurisdiction

School District

City of Port Angeles
State

Clallam County
Library

Port

Hospital

Total property taxes paid



Myth #2:

As property values rise, the City receives
more property tax revenue.



Fact:

The amount of property tax revenue a City
recelves does not depend on property.
value.



A ow N

Amount of Property Taxes
PDepends on Four Factors:

City Council: Council sets the amount for
taxes within the 1% limit

\oters: Amount approved by Voters for
bonds and/or levy lid lift (ever 1% limit)

New: construction: the value of new
construction as It Is placed on the tax roll

. Annexation: when it Is added to the tax roll;

the City receives revenue from the added
area



IHOW! IS the amount of Property
Tax Allocated to Individuals?

City has no control over how property taxes will be
allocated to Individual preperties

Amount of property. tax Is allocated based on an
Individual’s share of assessed valuation (AV)

An individualfs share ofi prepernty. tax Is calculatead
Py dividingl Individual' AV by citywide AV

AV Is established! by the Clallam County ASSesser’'s
Office



How does this Work?

Individual AV X
Citywide AV

% of individual’s
share of AV

Individual property tax bill




IHow! Preperty Trax Rate s
Calculated?

Levy amount
Total AV/$1,000

— Rate per $1,000 of AV

Tax Rate X Individual AV/$1,000 = Individual property tax bill



Myth #3:

f the City: Council' approeves a 1% increase
IN property taxes, then an individual’s
property tax bill should increase also by
1%



Fact:

Anindividual property: tax bill
does not rise In the same
pProportion as an increase: in
the levy amount



An Individual property tax billis a
function of two components:

= Change In assessed valuation (0]
all other preperties

= 'he amount of preperty tax levy.



How Dees New Construction
Affect Property Tax Collections?

Myth #4:

New: construction generates a significant
amoeunt of property taxes for the City.



Fact:

New: construction generates only a small
amount of the total property tax dollars.

In 2008, for every $1 million in new construction
the City receives $2,390




Property lax Levy.
Calculation

For 2008

Preliminan/



2007 levy $3,809,176

+

Add 1% (maximum allowable by Initiative 747)
$38,092

Add new construction (estimated to be $10 million @ $2.39
per $1,000) $23,874

This amount Is
Included in the

Estimated
Preliminary Budget 2008 Levy $3,871,142




Last week’s change...



Maximum: allowable amount:

2007 total levy $3,809,177

less

Refund levy $38,638 e cicp |

Maximum allowable amount
$3’77O’539 for 1% increase



2007 allowable levy $3,770,539
+

Add 1% (maximum allowable by Initiative 747)
$37,705

Add new construction (estimated to be $10 million @ $2.39
per $1,000) $23,874

Estimated
2008 Levy $3,832,118




This is $39,024 less than In the
City’s Preliminary: Budget!



And...

2008 levy without new construction IS |ess
than amount of taxes received in 2007

Even with the 1% growth in the levy amount.

Amount of taxes received in 2007 $3,809,177
Amount of taxes estimated for 2008 $3,808,244
without new construction




Rate Calculation (based
on lewer amount)



What is the Assessed

Valuation for
the 2008 LLevy?

. assessment for 2008 levy
IS $1.,900,493,428 and includes:

= $295,000,000 Increase in AV based on
physical evaluation, and

= $10,000,000 — new: construction



Tax Rate Calculation

Preliminary Amount
$3,832,118

/-

Estimated Assessed Valuation
$1,900,493,428

L

Rate is 16% less P
than in 2007 and $2.016 per Tr';';';“n“z‘; Ioe";'f:.t
289% less than in $1,000 AV years:

2006




EXCesSS Levies

e Library Bond $277,200 or $0.16 per $1,000

AV or $14.58 per capita

e Senior Center and Fire Hall Bonds $390,112
or $0.23 per $1,000 AV. Sr. Center portion
iIs approx. $12 per capita.




M Promerty Taves

Regular Levy Special Levy
$3,832,118 $667,312
Rate $2.02 per $1,000 Rate $0.39 per $1,000

Total levy $4,499,430
rate $2.41 per $1,000 AV




IHow! Doees Tfhis Compare tor 2006
and 2007 Rates?

2008 est.
Rate $2.41

Per $1,000 AV
2006: 2007:

Rate $3.34 Rate $2.83
Per $1,000 AV Per $1,000 AV

Lowest rate in over 20 years!







Millions

Assessed Valuation: (AV)
History




Rate Per Thousand

$3.50
$3.00
$2.50
$2.00
$1.50
$1.00
$0.50
$0.00

Tax Rate History.

City levy rate has
fallen 36% since 1997

Property Tax Regular Levy



Comparison of assessed
value and taxes paid to the
City based on the average

house value

Home value more
than doubled

1997 2008 est.

Assessed value of your home & land 104,000 211,189 o rat
Levy rate per $1,000 of AV 3.76 2.41
City's share of property tax bill 391 509

Amount increased
30% or $118




Comparisoni of assessed value
and taxes paid to the City
based on the average house

value

Home value
increased 20%

2006 2008 est.
Assessed value of your home & land 175,642 211,189 Tax rate
Levy rate per $1,000 of AV 3.34 2.41 declined 28%
City's share of property tax bill 587 509

Amount decreased

13% or $78




Questions?
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