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CITY OF RIO RANCHO

AGENDA BRIEFING MEMORANDUM

REFERENCE:

  

                    

AGENDA DATE: 

May 22, 2013

DEPARTMENT: 

Sponsor District 1 City Councilor Chuck Wilkins

SUBJECT:

2013 Special Election Resolution: Repealing one-eight (1/8) of one percent (1%) of the Municipal Higher Education Facilities Gross Receipts Tax.

SYNOPSIS: 

The resolution sets the special election for August 20, 2013; presents the question to be placed on the ballot; and includes a list of polling places and other relevant special election information. Implementing ordinance is separate action item.

BACKGROUND AND ANALYSIS: 

At the request and sponsorship of District 1 City Councilor Chuck Wilkins, City staff has prepared this agenda briefing memo and attached special election resolution.

Municipal Higher Education Facilities Gross Receipts Tax 

On March 4, 2008, voters in Rio Rancho approved the following: “Shall the City of Rio Rancho impose a one-fourth (1/4) of one percent (1%) Municipal Higher Education Facilities Gross Receipts Tax with revenue from the tax to be used for (1) acquisition, construction, renovation or improvement of facilities of a four-year post-secondary public educational institution located in the municipality and acquisition of or improvements to land for those facilities or (2) payment of municipal higher education facilities gross receipts tax revenue bonds?”

Per current State law, the 1/4 of 1% Municipal Higher Education Facilities Gross Receipts Tax cannot be imposed for period longer than 20 years (presently set to expire in 2028).

UNM West

Following the passage of the March 2008 election question, a UNM West campus master plan document was finalized.  A Memorandum of Understanding (MOU) was signed in 2009 between the City of Rio Rancho and the University of New Mexico detailing how revenue generated from the Municipal Higher Education Facilities Gross Receipts Tax that the City of Rio Rancho collects would be used.  The 2009 MOU provided for the following: 1) $868,424 to UNM for initial infrastructure costs; and 2) $1,513,000 annually for five (5) years to UNM for initial building/infrastructure costs.  Pursuant to the 5-year MOU, the first building of the UNM West campus opened and began offering classes to students in January 2010.

In May 2011, Governor Susana Martinez and presidents from New Mexico’s public colleges and universities agreed to a two-year moratorium on the construction of any additional branch buildings and campuses. This agreement was done to save taxpayer funds while the state’s funding formula for colleges and universities, which is partly based on the building square footage used for academics, was studied.  According to the Governor’s office in May 2011, the state’s funding formula rewarded building expansion, and it was estimated that the additional cost of new buildings and facilities can cost as much as $4 million each year. It was reported that the moratorium did not apply to school renovation projects, development of research space, and planning of non-classroom buildings if no state funding is used.

At the present time, UNM has not presented any draft or finalized plans or agreements to the City of Rio Rancho for using revenue generated by the Municipal Higher Education Facilities Gross Receipts Tax for the continued development of the UNM West campus.

Revenue Generation/Remaining MOU Payments/Fund Balance

Since the tax was approved by voters and began generating revenue (July 1, 2008, Fiscal Year 2009), the 1/4 of 1% Municipal Higher Education Facilities Gross Receipts Tax has generated (includes interest earnings) the following:

Fiscal Year 2009: $1,773,366

Fiscal Year 2010: $2,053,137

Fiscal Year 2011: $2,170,682

Fiscal Year 2012: $2,156,447

Fiscal Year 2013 Estimated (fiscal year ends June 30, 2013): $2,074,691

Current projections by City staff show this revenue falling about 1.3% from Fiscal Year 2013 to Fiscal 2014 and growing between 4.1% and 6.6% through Fiscal Year 2018.

Pursuant to the 5-year MOU signed in 2009, the City has paid a total of $6,163,924 to date. Also, funds generated by the tax have been budgeted/encumbered and/or used for the following projects: UNM West artwork, $14,935; City Center Marquee Sign, $150,000; and City Center/UNM road access improvements, $250,000.

Remaining payments per the existing 2009 MOU now through the first half of Fiscal Year 15 (December 31, 2014) total $2,269,500. Sufficient funds to cover the remaining obligation exist in the fund balance.
The fund balance (uncommitted funds) for funds generated by the Municipal Higher Education Facilities Gross Receipts Tax at the beginning of Fiscal Year 2014 (July 1, 2013) is currently estimated to be $3,649,401, or $1,379,901 more than the City’s remaining obligation.
Special Election Question and Election Detail

If approved by a majority of the Governing Body to hold a special election on August 20, 2013, the question put forth before registered municipal voters for consideration would be: 

"Shall the City of Rio Rancho reduce the rate of Municipal Higher Education Facilities Gross Receipts Tax approved by voters on March 4, 2008, currently imposed at the rate of one-fourth (1/4) of one percent (1%) to the rate of one-eighth (1/8) of one percent (1%)?"

For Reduction of Municipal Higher Education Facilities Gross Receipts Tax 

❑
Against Reduction of Municipal Higher Education Facilities Gross Receipts Tax ❑
City staff has calculated that because of the timing of this election, a total of $52,500 in additional election costs would occur in Fiscal Year 2014 in line item 101-1505-411-3005 – Municipal Election, which would be funded from the City’s General Fund. There are only minimal costs (official publication of special election resolution) for the current Fiscal Year 2013 budget if the Governing Body approves holding a special election.  The existing budget contains sufficient funds to cover this expense if this resolution is adopted.

In 2011, the City held a citywide election for the issuance of a general obligation bond for roads.  For this election, City staff used four convenience centers for in-person voting on Election Day.  In addition, voters could have taken advantage of early voting at City Hall approximately one month preceding the election or could have voted absentee by mail.  On Election Day, the following convenience centers, with associated number of voters were used:  

City Hall: 405 in-person voters

Meadowlark Senior Center: 1,071 in-person voters

Mountain View Middle School: 306 in-person voters

Soul Rio Church: 416 in-person voters

City staff believes that a similar arrangement to that of 2011 would be sufficient for the proposed 2013 special election.  Even with the addition of 10% to the voter turn-out for each polling location, the traffic flow could be easily managed.

In discussions with Ink Impressions, the City’s voting contractor, it was indicated to City staff that wait times for municipal elections have more to do with number of voter processing systems than number of locations.  As such, City staff is increasing the number of systems used during the 2011 special election for a 2013 special election at the busier locations – the Meadowlark Senior Center and Soul Rio Church. 

Should the Governing Body approve holding a special election on August 20, 2013, the four Election Day voting sites would have the following number of voter processing systems:

City Hall: 2

Meadowlark Senior Center: 3

Mountain View Middle School: 2

Soul Rio Church: 3

Per State election law (Section 3-8-35 NMSA 1978) for a municipal special election, the election resolution has to be passed by the Governing Body with the first publication of the election resolution taking place 50 to 60 days before the day of the election. In addition, per State election law (Section 3-8-9 NMSA 1978), no election shall be held within 42 days prior to or within 30 days after any statewide, special, general or primary election, or any regular school district election.  The proposed special election date complies with these requirements.

Impact of Special Election 

If voters approve the special election question, the 1/4 of 1% Municipal Higher Education Facilities Gross Receipts Tax would be reduced by 1/8 of 1%, or half the current amount.  With 1/8 of 1% still in place, the tax would generate approximately $1 million in revenue annually through 2028 that could only be used for the stated purposes approved by voters in 2008 related to four-year higher education facilities in Rio Rancho.

If approved by voters, the reduction in the rate of the Municipal Higher Education Facilities Gross Receipts Tax would go into effect on January 1, 2014, and also on this date the City’s current overall Gross Receipts Tax rate of 7.4375% would be reduced to 7.325%.

Councilor Wilkins’ Special Election Resolution Sponsorship; Required Ordinance Should Special Election Resolution be Approved; Imposing a “Hold Harmless” Gross Receipts Tax Increment 

Councilor Wilkins has previously and publically communicated that he is asking for Governing Body approval to hold a special election seeking voter approval to repeal 1/8 of 1% of the Municipal Higher Education Facilities Gross Receipts Tax, and, if successful, to obtain Governing Body approval to impose an 1/8 of 1% increment of the newly authorized, so-called “Hold Harmless” Gross Receipts Tax (Municipal Local Option Gross Receipts Tax made available via House Bill 641).  He has indicated he is doing this in order for the City to have additional, recurring funds available for public safety needs that otherwise would not be available, and to do so with no tax increase, given the offsetting effects of the reduction in Municipal Higher Education Facilities Gross Receipts Tax and equal imposition of a “Hold Harmless” Gross Receipts Tax.

Procedurally, should the Governing Body approve the election resolution reducing the “Higher Education” tax, an accompanying ordinance which repeals the March 4, 2008, ordinance imposing the aforementioned 1/4 of 1% tax and simultaneously imposing the new amount of 1/8 of 1% would also need to be adopted by the Governing Body.  Like the original March 4, 2008, ordinance, this new ordinance would have an effective date of either January 1 or July 1, whichever date occurs first after the expiration of three months from the date when results of the election are certified to be in favor of the ordinance’s adoption and the adopted ordinance is delivered or mailed to the State Taxation & Revenue Department. This latter language is a requirement of the Taxation and Revenue Department.  Like the former ordinance, the newly enacted ordinance would sunset on June 30, 2028.  The sunset date is the same as in the March 4, 2008, ordinance, because this would not be an imposition of a new tax, but rather is a reduction of an existing tax.

Should voters approve the special election question on August 20, 2013, at the next regular meeting of the Rio Rancho Governing Body (August 28, 2013), Councilor Wilkins has indicated he will sponsor an ordinance seeking Governing Body approval to put into place a new 1/8 of 1% of the “Hold Harmless” tax, and in so doing specifically dedicate such tax to public safety (police and fire/emergency medical services).  

If the Governing Body were to approve Councilor Wilkins’ ordinance to impose a new 1/8 of 1% of the “Hold Harmless” tax increment, the tax would have no sunset/expiration date. The tax would generate approximately $1 million in revenue annually that could only be used for public safety-related services. The change in the tax rate would go into effect on January 1, 2014, and the City would receive the first distribution from this tax in March 2014. The first full year of having this tax in place would be Fiscal Year 2015.  As noted above, the City’s current overall Gross Receipts Tax rate of 7.4375% would remain the same because of the 1/8 of 1% reduction in Municipal Higher Education Facilities Gross Receipts Tax that would take effect at the same time.  

More specifically, on April 4, 2013, Governor Martinez signed into law House Bill 641, which through a new section of the Municipal Local Option Gross Receipts Taxes Act, makes available on July 1, 2013, up to 3/8 of 1% in new Municipal Local Option Gross Receipts Tax. The tax can be imposed by a Governing Body via an ordinance in 1/8 of 1% increments, and the revenue from the tax can be designated for a specific purpose or area of municipal government services such as police protection, fire protection, etc.  

The 3/8 of 1% in new Municipal Local Option Gross Receipts Tax was approved by the Governor and New Mexico Legislature for municipalities to use to help offset the impact of the State phasing out “hold harmless” distributions to municipalities like Rio Rancho, which was also part of House Bill 641.  The phasing out of such distributions (the State providing distributions to municipalities’ equivalent to what they would have generated from taxing food and medical services if not for State law prohibiting such) begins in two years (start of Fiscal Year 2016/July 1, 2015) and is fully implemented over a 15-year period.  Related to the phasing out of State hold harmless distributions, the estimated fiscal impact to the City’s General Fund in Fiscal Year 2016 is approximately $252,000, growing steadily over the 15-year period, reaching approximately $1.6 million by Fiscal Year 2020, and an estimated $8.4 million by Fiscal Year 2030 at full phase out.

If the Governing Body approves Councilor Wilkins’ ordinance, a total of 2/8 of 1% in Municipal Local Option Gross Receipts Tax would remain available to address the impact of the phasing out of hold harmless distributions.

Public Safety

According to the 2000 U.S. Census and the most current data available from the U.S Census Bureau (data reflective of 2011), Rio Rancho’s population has increased from 51,875 to 89,320, which is a 72% increase.

Police Department

Most current FBI data available, reflective of 2011, has Rio Rancho with the lowest crime rate in the State for the 10 largest cities in the State by population.  A summary of reported criminal offenses generated by the Police Department in early January 2013 showed a 14.9% increase in the number of criminal offenses reported from calendar year 2011 (8,281) to calendar year 2012 (9,523).

Funded in the Fiscal Year 2000 City Budget were 102 law enforcement/police positions.  Funded in the current Fiscal Year 2013 City Budget are 129 law enforcement/police positions.  

Approximately $63,000 is the estimated annual cost (salary, healthcare/retirement costs; does not include initial training costs and equipment, holiday pay or overtime) in present day values for a first-year police officer position. The estimated cost for a new police vehicle (fully equipped) is approximately $41,500.  Information previously communicated publically by the Police Department is that 40% of their 148 vehicles have 100,000 miles or more on them and 80,000 miles is the benchmark for replacement.

Fire and Rescue Department

The number of service calls reported by the Fire and Rescue Department in 2007 was 7,218. In 2012, the number was 8,113. During 2012, there were 140 occurrences in which all of the department’s five rescue ambulances were busy responding to calls. Of those times, there were 30 instances in which another EMS call was initiated, and when this occurred the on-duty command staff was able to utilize mutual aid resources from the Sandoval County Fire Department, Albuquerque Ambulance Service, or provide first response providers from engine companies or from command staff in other vehicles.

Funded in the Fiscal Year 2008 City Budget were 98 positions (firefighter/EMT, etc.) with the ability to respond to emergencies. Funded in the current Fiscal Year 2013 City Budget are 99 positions (firefighter/EMT, etc.) with the ability to respond to emergencies.

Approximately $66,000 is the estimated annual cost (salary, healthcare/retirement costs; does not include initial training costs and equipment, holiday pay or overtime) in present day values for a new first-year firefighter/EMT position.  One new fire engine, fully-outfitted and equipped, is estimated to cost approximately $500,000.  A new rescue ambulance has an approximate cost of $185,000.  Several fire engines and rescue ambulances are due to be replaced based on mileage and age benchmarks being met according to the department.

IMPACT:

As noted above.

ALTERNATIVES: 

Approve the special election resolution. 

Reject the special election resolution.

REVIEWED BY: 



 FORMCHECKBOX 
City Attorney




 FORMCHECKBOX 
Human Resources



 FORMCHECKBOX 
City Clerk




 FORMCHECKBOX 
Information Tech



 FORMCHECKBOX 
Development Services


 FORMCHECKBOX 
Parks & Rec.



 FORMCHECKBOX 
Financial Services   
  


 FORMCHECKBOX 
Police



 FORMCHECKBOX 
Fire & Rescue




 FORMCHECKBOX 
Public Works

OTHER DEPARTMENTS/DIVISIONS RECOMMENDATIONS: 

None

PREPARED BY: City Administration_______________        DATE:_________

DEPARTMENT DIRECTOR: 

N/A



DATE:



CITY MANAGER:





__

DATE:



ATTACHMENTS:




1.  Proposed Resolution

