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Introduction 



Overview 

• Nuts and bolts of Arizona property assessment law.

• How did we get here?

• Look at the other states’ systems.

• What are the issues we are seeing in Arizona. 



A.R.S. 42-13301 Limitation on Valuation 
Increases

• “The limited property value [“LPV”] of 
property for property taxation purposes 
is the limited property value of the 
property in the preceding valuation year 
plus five per cent of that value.”

• “The current limited property value of a 
parcel of property shall not exceed its 
current full cash value [“FCV”].”



LPV Calculation Method:Rule A

• Applies to
 Properties in which there had been no physical change or 

improvements.
 Properties for which there has been no change in use.
 Properties which were not totally omitted from the tax roll in the 

preceding valuation year.

• Since 2015,
 Current year LPV is determined by a single calculation of the 

preceding valuation year plus five percent of that value but 
cannot exceed the FCV.



LPV Calculation Method:Rule A



LPV Calculation Method:Rule A



LPV Calculation Method: Rule B

• Applies to
 Properties for which land or improvements were erroneously omitted 

from the property tax roll for the preceding tax year.

 Properties that have had a change in use since the preceding tax year.

 Properties that were modified by new construction or were subject to 
the destruction or demolition of existing improvement since the 
preceding valuation year. 

 Properties that have been split or consolidated (excluding those 
initiated by a government entity).



LPV Calculation Method: Rule B

• When Rule B applies, the LPV is 
not established based on the 
previous LPV plus 5%. 

• Rather, the LPV is established by 
the relationship (percentage) of 
FCV to LPV of other properties 
within the same legal 
classification within a specified 
area. 



LPV Calculation: Rule B Ratios

• Arizona classifies property according to its usage. 

• Each class of property is given an assessment ratio.

• These ratios are then applied to both the FCV and LPV to determine 
the property’s net assessed value (“NAV”). 



LPV Calculation: Rule B Ratios

• As an example, 

 Imagine that a parcel of land had a new construction apartment built on 
this year.

 Here in Maricopa County, the  Rule B ratio for rental residential property 
was 51%.

 Thus, if the FCV for this property was $1,000,000, then the LCV would be 
$510,000. 

 The property tax liability would therefore be calculated solely on the LPV 
of $510,000.



How Did We Get Here? Prop. 117

 “PROPOSING AN AMENDMENT TO 
THE CONSTITUTION OF ARIZONA; 
AMENDING ARTICLE IX, SECTION 
18, CONSTITUTION OF ARIZONA; 
RELATING TO PROPERTY TAX 
ASSESSED VALUATION.”



How Did We Get Here? Prop. 117

• Referred to Arizona voters by the 
State Legislature.

• Arizona voters approved the 
amendment on November 6, 2012.

• Was to go in effect beginning with 
the 2015 tax year. 



How Did We Get Here? Prop. 117

• 1,132,766 (57%) voted in 
favor.

• 866,249 (43%) voted 
against.



How Did We Get Here? Prop. 117

• Primarily supported by Arizona 
Tax Research Association.

• Basis of Support:

 Simplicity

 Stability

 Taxpayer Protections



How Did We Get Here? Prop. 117

• Simplicity
 Supporters claimed that the 

previous assessment scheme 
was one of the most 
complicated in the nation.

 Prop. 117 was deemed to be a 
step towards simplicity.



How Did We Get Here? Prop. 117

• Stability
 Supporters argued that 

applying a limit on the annual 
growth of property values 
will stabilize the tax system.

 Not only would this benefit 
homeowners but will also 
give greater predictability for 
the government. 



How Did We Get Here? Prop. 117

• Taxpayer Protection
 Argued that Prop. 117 would insulate 

taxpayers from dramatic increases in 
their tax bill that could occur during 
highly volatile markets.

 To demonstrate this, ATRA made this 
graph, showing actual values over a 
20 year period versus what the 
limited value would have been had 
Prop. 117 been in place.
 $33 billion would not have been 

added to the tax rolls that was 
later removed during the housing 
market collapse.



Who Funded Prop. 117? Yes on 117

• Yes on 117 was a group that registered with 
the Secretary of State to support the 
passage of this ballot measure.

• Raised $143,000 during the 2012 cycle. 
• $75,000 ATRA
• $27,000 NAIOP Arizona Chapter
• $21,000 United Dairymen of Arizona
• $10,000 John F. Long Properties
• $5,000 Arizona Cattlemen's Association
• $5,000 Greater Phoenix Chamber of 

Commerce



Who Opposed Prop. 117? Truth & Concerns on 
Prop 117

• Truth & Concerns on Prop 117 was a group 
that registered with the Secretary of State 
to oppose the passage of this ballot 
measure.

• Raised $72,500 during the 2012 cycle. 
• $40,000 Arizona Association of 

Property Tax Analysts
• $32,500 Sage Tax Group



Who Opposed Prop. 117? Truth & Concerns on 
Prop 117

• Taxpayers will not be protected.
• Prop. 117 does nothing to prevent 

local governments from raising the 
tax rates, allowing taxes to continue 
to increase.

• Burden will shift.
• Because of the differences in how 

residential and commercial property 
has been assessed, this limitation 
will primarily shift the tax burden to 
residential properties.



Ten Years Later: Who Was Right? 



Prop 117: Major Results 

 Divorce market conditions from 
taxable value 

 Reduce frequency of appeals 

 Impact to Rule B: Qasimyar



Market Value vs. Taxable Value 



Market Value vs. Taxable Value 



Market Conditions: Divorced

 Tiny Sample Size

 Select a random parcel 

 Look at Rule B ratios 

 Indicative of results across the 
state



Proposition 117: Appeals have dropped dramatically



Appeals Dropping: Why? 

 Market is disconnected 
from taxable value. 

 Appeals needs to 
reduce the FCV so 
much as to actually 
require a reduction 
in LPV. 

 Michael’s House: 
$87,115 reduction to 
change LPV by $1.00

 Ed’s House: $277,149

• Taxpayers often be 
frustrated by appeals. 

• Unless drastic 
mistakes, 
omissions, or new 
additions, appeals 
will often not 
make enough of a 
change to change 
the LPV.

• Impact to 
transparency & 
stability –

• Unless… 



Appeals: Rule B

 RULE B! 

 Allows specific targeting of Rule B 
to reduce LPV 

 “Once-in-a-lifetime opportunity.” 

 Rule B allowed for lot splits, which 
can be strategically triggered. 
 = parking lots 



Rule B Ratios: Very Appealing 



Qasimyar

Qasimyar v. Maricopa Cnty., 250 Ariz. 580, 483 P.3d 202 (App. 2021), as 
amended (Aug. 12, 2021).



Qasimyar: What is a Change in Use?

 Taxpayers: Rule B 

Taxpayers argue that because the legislature 
created the subsections quoted above that 
distinguish between class three properties and 
class four properties based on mutually exclusive 
“uses,” changing between those classes 
necessarily constitutes a “change in use” that 
requires Rule B's application Qasimyar, 250 Ariz. 
at 586, ¶ 16. 

Maricopa County: Rule A 

The County argues “a change in use” means 
“a change in the use determined by the 
Assessor for valuation of the property,” and 
that “use” refers to a change in “objectively 
verifiable, physical use of the property.” 
Thus, according to the County, a mere 
change between class four and class three 
based on who is occupying the property, 
with no change in how the property is 
physically, objectively being used, does not 
constitute a “change in use” sufficient to 
trigger Rule B. Id. at 586, ¶ 16.



Change in Use

 “[c]urrent usage” is defined as “the use to which property is put at the time of 
valuation by the assessor or the department,” § 42-11001(4), “use” itself is 
not statutorily defined. Qasimyar, 250 Ariz. at 584, ¶ 8.

 Rule B exacerbates the divorce of market conditions and taxable values, and 
allows for strategic manipulation by sophisticated parties: “[i]n a rapidly 
appreciating real estate market, it is to the taxpayer's advantage to have a 
Rule B valuation applied as early as possible,” and “[i]n a declining market, 
delayed application of Rule B benefits the taxpayer, as the valuation then 
reflects more of the decrease in surrounding property values.” Id. at 585, ¶ 11.



Property Classifications: Use

 Property classifications are generally based on (1) a property's use or (2) its 
qualifying status. See Scottsdale Princess P'ship v. Maricopa County, 185 Ariz. 
368, 378, 916 P.2d 1084, 1094 (App. 1995) (properties classified “according to 
specific character and use”); Krausz ex rel. KGC Tr. I v. Maricopa County, 200 
Ariz. 479, 483, ¶ 17, 28 P.3d 335, 339 (App. 2001) (taxpayers’ “use” of 
property controls classification); see also Assessment Procedures Manual, pt. 
3, ch. 1, at 2 (“Current use or qualifying status is the basis for differentiating 
the main categories of real and personal property between the nine property 
classes.” Id. at ¶ 13. 



A Change In Use is: Unambiguous

When a class three residential property “used as the owner's primary 
residence,” § 42-12003(A)(1), becomes “used” for other “residential 
purposes” or “solely as leased or rented property for residential 
purposes,” § 42-12004(A)(1), (2), or vice versa, that property's 
reclassification between classes three and four is a “change in use” that 
triggers Rule B, § 42-13302(A)(2). Id. at 587, ¶ 20. 

 In short, a property owner's decision to occupy a property as his or her 
primary residence, rather than occupying it only as a second home or 
leasing it to tenants, establishes the “use” of that property within the 
meaning of the classification statutes. Id. at 589, ¶ 31. 



Qasimyar Fallout: $150,000,000 Refund



Qasimyar: Fallout



Qasimyar: Legislative Changes 9/24/2022

 A.R.S. § 42-13302. Determining limited value in cases of modifications, omissions and changes

A. In the following circumstances the limited property value shall be established at a level or 
percentage of full case value that is comparable to that of other properties of the same or a similar 
use or classification: 

1. Property that was erroneously totally or partially omitted from the property tax rolls in the 
preceding tax year, except as a result of this section. 

2. Property for which a change in physical, objectively verifiable use has occurred on the property since 
the preceding tax year. For the purposes of this paragraph and section 42-16002: 

(a) A change in the occupant or classification of a single-family residence is not a change in use, in and 
of itself. 

(b) A change in the classification of a guest ranch as defined in section 42-1551 is not a change in use, in 
and of itself.  



Budget Shortfalls: Districts Without Alternatives



Jurisdictions: Alternatives (Pima County)



Jurisdictions: Alternatives (Maricopa County)



Fire Districts: No Alternatives 



Ten Years Later: Who Was Right? 



Stability: Yes & No

 Average taxpayer – limited to 5% LPV gain per year. 

 Average taxing jurisdiction: limited to 5% LPV gain per year. 
 Rule B: open taxpayer/tax collector up to wide swings in increases/decreases 

in LPV. 

 Unpredictable and based on Rule B ratios which change each year. 

 Qasimyar = big headaches for taxing jurisdictions. 
 Shortfalls made up through other tax revenue. 



Taxpayer Protection: Yes, But 

 Average taxpayer protected with Proposition 117. 
No changes, no Rule B. 
 Rule B can though! 
 Changes unlock LPV



Taxpayer Protection: Yes, But 

 Property tax is unlike 
other taxes. 
 Property Tax: Burden 

Shifts 
 Reductions in property 

tax collections made up 
by alternatives, if 
available. 
 Fire Districts 



Prop 117: What do you think? 



Proposition 13: The Original 

 Passed as a Constitutional 
Amendment in 1978 

 Article XIII (Tax Limitation) 

 Passed by the voters with 64.79% of 
the vote. 



Proposition 13: The Original 

• 1% Ad Valorem Property Tax Cap 
• 1% of property’s FCV 
• Doesn’t apply to voter approved indebtedness (bonds, specials assessments, etc.) 
• Sale/Transfer resets “base year value” = HUGE INCREASES *sometimes. 



California: Proposition 13

 Russel B. Long, U.S. 
Senator - Louisiana, 
1948-1987:  

 “Tax reform means, Don’t 
tax you, don’t tax me. Tax 
that fellow behind the 
tree.”

• California Now: 

• Don’t tax you, 
don’t tax me. Tax 
the new 
neighbor down 
the street. 



Proposition 13: Proposition 19 (2020) 

• Prop 19 limits Prop 13’s parent-child and 
grandparent-grandchild reassessment 
exclusions to inherited primary residences, with 
a $1M cap on value transfer and a one-year 
occupancy requirement.

• Eligible homeowners (55+, disabled, disaster 
victims) can now transfer their Prop 13 tax base 
statewide up to three times, enhancing 
portability.

• Inherited non-primary properties (e.g., rentals, 
second homes) are now reassessed at market 
value, ending Prop 13’s generational sheltering 
for investment assets.



Other States: Illinois Property Tax Overview 

• Appraisal Process
• Uses mass appraisal to determine property fair market value 

based on property’s characteristics, and patterns on how those 
characteristics affected other home’s value.

• Reassessment
• In Cook County, every three years.
• In  all other countries, every four years.

• In Cook County
 Residential property is assessed at 10% of fair market value.
 Commercial/Industrial property is assessed at 25% of fair 

market value.
• In all Other Illinois Counties

 Nonfarm property is assessed at 33.3% of fair market value. 



Illinois: The Prairie State  

• PTELL (Property Tax Extension 
Limitation Law
• Unlike Arizona, Illinois places a 

cap on the growth of property 
tax extensions each year (A.K.A. 
a “tax cap”).

• Increases in property tax 
extensions are limited to the 
lesser of 5% or the increase in 
the national Consumer Price 
Index for the preceding year. 



Other States: Colorado 

• Assessment
• Fair market value is assessed every other year, 

based on a market approach. 
• The state examines comparable sales from the 

previous year to determine the fair market 
value of residential property. 

• Assessment Rates
• Beginning in 2025, residential property has two 

assessment rates. 
• One used to calculate local government 

assessed values.
• One used to calculate school district 

assessed values.
• Multiplying the fair market value by the 

assessed rate for each use, gets the “assessed 
value.”

• Projected Rates:



Colorado: The Centennial State

• Tax Revenue Limitations
• 5.5% Limitation on property 

tax revenue increases. 
• This is not a limit on the 

amount that an individual’s 
property taxes may increase. 

• This restricts the amount of 
total property tax revenue 
that a local government may 
collect each year to the 
previous year’s total property 
tax revenue plus 5.5%.



Questions? Concerns? 
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