Arizona Administrative Register

Notices of Proposed Rulemaking

NOTICES OF PROPOSED RULEMAKING

Unless exempted by A.R.S. § 41-1005, each agency shall begin the rulemaking process by first submitting to t}Le Sec-
retary of State's Office a Notice of Rulemaking Docket Opening followed by a Notice of Proposed Rulemaking that

contains the preamble and the full text of the rules. The Secretary of State’s Office publishes each Notice in the next
available issue of thRegister according to the schedule of deadlinesRegister publication. Due to time restraints,
the Secretary of State’s Office will no longer edit the text of proposed rules. We will continue to make numbering and
labeling changes as necessary.

Under the Administrative Procedure Act (A.R.S. § 41-1001 et seq.), an agency must allow at least 30 days to|elapse
after the publication of the Notice of Proposed Rulemaking irRiuester before beginning any proceedings for
adoption, amendment, or repeal of any rule. A.R.S. 88 41-1013 and 41-1022.

NOTICE OF PROPOSED RULEMAKING

TITLE 15. REVENUE

CHAPTER 4. DEPARTMENT OF REVENUE
PROPERTY AND SPECIAL TAX SECTION

PREAMBLE
1. Sections Affected Rulemaking Action
Chapter 4 Amend
R15-4-103 Amend
R15-4-107 Amend
R15-4-108 Repeal
R15-4-109 Amend
R15-4-115 Repeal
R15-4-116 Amend
R15-4-118 Amend
R15-4-302 Amend
Article 4 Amend
R15-4-401 Amend
2. The specific authority for the rulemaking. including both the authorizing statute (general) and the statutes the
rules areimplementing (specific):
Authorizing statutes: A.R.S. 8§ 42-1005, 42-11053, 42-11054, and 42-13002.
Implementing statutes: A.R.S. Const. Art. 9, 8§ 2.2, AR.S. 88 42-11111, 42-13005, 42-14052, 42-14053, 42-14054,
42-14103, 42-14105, 42-14152, 42-14154, 42-14202, 42-14204, 42-14251 through 42-14255, 42-14303, 42-14305,
42-14352, 42-14354, 42-14355, 42-14402, 42-14403, 42-15005, 42-15010, and 42-17154
3. List of all previous notices appearing in the Register addressing the proposed rules:
Notice of Rulemaking Docket Opening: 5 A.A.R. 3232, September 17, 1999
4. Thename and address of agency personnel with whom persons may communicate regarding the rulemaking:
Name: Ernest Powell, Supervisor
Address: Tax Research & Analysis Section

Arizona Department of Revenue
1600 West Monroe
Phoenix, Arizona 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680
E-mail: powelle@revenue.state.az.us
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5. An explanation of therule, including the agency’s reasonsfor initiating therule:

These rules deal with the valuation or assessment of properties for property tax purposes. As a result of legislative
changes and the 5-year review of Title 15, Chapter 4, the Department is proposing to amend or repeal the rulesto con-
form to current statutes and appraisal methods, update statutory references, remove language that is obsolete or that is
repetitive of statute and conform to current rulemaking guidelines. The Department proposes to amend R15-4-109 to
state the information that shall be included in the property tax forms. In addition, the Department is proposing to
repeal R15-4-108 and R15-4-115. The information in R15-4-108 will be incorporated into R15-4-107. R15-4-115 is
no longer needed because the annual report for airlines is addressed in R15-4-109 and the method for determining the
full cash value of airline companies has changed since this rule was written and is now specific in statute.

6. Referenceto any study that the agency proposesto rely on and its evaluation of or justification for the proposed
rule and wherethe public may obtain or review the study, all data underlying each study, any analysis of the study
and other supporting material:

None

7. A showing of good cause why the rule is necessary to promote a statewide interest if the rule will diminish a

previous grant of authority of a political subdivision of this state:
Not applicable

8. Thepreliminary summary of the economic, small business, and consumer impact:

It is expected that the benefits of the rules will be greater than the costs. The amendment of these ruleswill benefit the
public by making the rules conform to current statute, appraisal methods and rulemaking guidelines, which will make
the rules more accurate as well as clearer and easier to understand. In addition, the amendment of R15-4-109 will
benefit taxpayers whose property is valued by the Department by describing the type of information that is required to
be included in the forms prescribed by the Department. The Department will incur the costs associated with the rule-
making process. Taxpayers are not expected to incur any expense in the amendment of these rules.

9. The name and address of agency personnel with whom persons may communicate regarding the accuracy of the
economic, small business, and consumer impact statement:

Name; Ernest Powell, Supervisor
Address: Tax Research & Analysis Section

Arizona Department of Revenue
1600 West Monroe
Phoenix, Arizona 85007

Telephone: (602) 542-4672
Fax: (602) 542-4680
E-mail: powelle@revenue.state.az.us

10. The time, place, and nature of the proceedings for the adoption, amendment, or repeal of the rule or, if no
proceeding is scheduled, where, when, and how persons may request an oral proceeding on the proposed rule:
The Department has not scheduled any oral proceedings. Written comments on the proposed rules or preliminary eco-
nomic, small business, and consumer impact statements may be submitted to the person listed above. Pursuant to
A.R.S. § 41-1023(C), the Department will schedule oral proceedings if 1 or more individuals file written requests for
oral proceedings within 30 days after the publication of this Notice.

A person may submit written comments regarding the proposed rules by submitting the comments no later than
5 p.m., August 7, 2000, to Ernest Powell, Supervisor, Tax Research & Analysis Section, Arizona Department of Rev-
enue, 1600 West Monroe, Phoenix, Arizona 85007.

11. Any other mattersprescribed by statute that are applicable to the specific agency or to any specific rule or class of
rules:

Not applicable

12. Incorporationsby reference and their location in therules:
None
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13. Thefull text of the rulesfollows:

TITLE 15. REVENUE

CHAPTER 4. DEPARTMENT OF REVENUE
PROPERTY ANB-SRECIAL-TAX SEGHON

ARTICLE 1. PROPERTY VALUATION

R15-4-103. Prorating Vaue for Classification Purposes
R15-4-107. Seoaratelv Owned Separate—Asseesment—ef—M [ nerals and Mineral Rights

R15-4-108.

R15-4-109. Taxpayer Regorts reperts

R15-4-115. Anrnual-Repert
R15-4-116. Exemption for Totally and Permanently Disabled Person Befinition

R15-4-118. Sales Screening and Processing

ARTICLE 3. VALUATION OF AIRLINE PROPERTY

R15-4-302. Definitions

ARTICLE 4. CLASS EIVE SEMVENHHMHHEDVALUE-AND ASSESSMENT RATIO

R15-4-401. Calculation of Class Five Seven Assessment Ratios

ARTICLE 1. PROPERTY VALUATION

R15-4-103. Prorating Valuefor Classification Purposes

If the assessor determines that aparcel of property should have more than one assessment ratio due to multiple uses pursu-
ant to A.R.S. § 42-1501\-R-S-—§-42-227the assessor shall calculate the assessmos-shal-be-caledlatdd accor-
dance with subsections (B) and @is+ruteand apply the ratiosppliedto the full cash value of the entire parcel.

For secondary tax purposes separate assessment ratios shall be calculated for land and improvements.

A.

1.

The assessment ratio for landskalbecalculated by taking the full casippraised/alue of the land in each class

divided by the total value of the land. The resultant quotient for each clsaliethen multiplied by the assess-

ment ratio for the class. The sum of these products is the ratio for the land.

The assessment ratio for improvementshist-becalculated by taking the full casippraisedralue of the improve-

ments in each class divided by the total appraised value of the improvements. The resultant quotient for each class is
shall then-bemultiplied by the assessment ratio for the class. The sum of these products is the assessment ratio for
improvements.

For primary tax purposes a single assessment ratio shall be calculated to be applied to the limited value.

1.

3.

The assessment ratio for limited valueshsi-becalculated by dividing the full cash value of the land by total full
cash value of land and improvements. The resultant quotishilsthen-bemultiplied by the assessment ratio for
land as calculated in subsecti@)(1).

The full cash value of improvementssigalt-bedivided by the total full cash value of land and improvements. The
resultant quotient ishal then-bemultiplied by the assessment ratio for improvements as calculated in subsection
(B)(2) above.

The sum of the factors calculated in subsectf@)€l) and (C)(2) is the assessment ratio for limited value.

R15-4-107. Separ ately Owned SeparateAssessment-of Mineralsand Mineral Rights
If trany-case-wherthe ownership ofminerals or mineral rights in land is different from the ownershigrefewned-by

A.

|o0

thenfngface rights, any assessment ostlelhminerals or

seme-persoh-orpersons-otherthanthe-persen-orpersens
m|neral rlghts sharhcray be assessed separately from the surface ng-hfes—Whenever—me—vame—ef—the—mr-nerals—or mineral

ely assessed.

The vaIuatlon of senaratelv owned mlnerals or mrneral rlqhts shaII be based ona standard amount per acre that is annually

determined by the Department of Revenue unless:

1
2.

There are known mineral reserves;
There is a current mineral lease on the property; or

3. There is a reasonable basis for believing that the value of the mineral rights or the minerals located on the property

exceed the standard amount per acre determined by the Department of Revenue.
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R15-4-109. Taxpayer Reports reperts
A. Onor before the statutory deadline Aprit-1-6f each year, mines, railroad companies, private car companies, raHroads; pipe-

lines, natural gas distribution companies, water companies, electric companies, sewer companies, airline companies, and

telecommunlcatlons companles and oil, gas and geothermal interests, shall file property tax reports in a the-reperts

h form as+is prescribed by the Director.
The form shall conta| n aII the mformatlon necessarv to |dent|fv the taxpaver and the property and to value the property in
accordance with prescribed statutory methods or standard appraisal methods and techniques. The Department shall not
accept the filing of aform that does not contain all the necessary information.

B. A taxpayer may request that the Director grant an Reguestsfer extension of time for filing a property tax report. The tax-
payer shall submit the extension request to bemadewith the Director or the Director’s designea writing on or before the

statutory due datéprit-t.
R15-4-115. Annua-Repert Repealed

P PPy

> P

e the statu-

o

R15-4-116. Exemption for Totally and Permanently Disabled Person Befiritien
“Bisabled™. For purposes of the property tax exemption in A.R.S. Const. Art. 9,, $h2.2ollowing definitions applyerm
“totally-and-permanently-disabled-person~—means
1. ‘“Disabled” meanghysically or mentally incapacitated.
2. ‘Totally and permanently disabled person” meangerson Who is certified by a competent medlcal authority as dis-
abled to the extent that the person is not ébjee ically or

mentally,—resulting-n-the-person‘s-inability engage in any substantlal gamful acnv#eyThe dlsab|l|ty must be
expected to last for a continuous period of not less than 12 menths-and-must-be-medicallycertified-by-a competent

medical-atthority
R15-4-118. Sales Screening and Processing
A. The Department's sales ratio studies shall be based upon sales data contained in affidavits of propertywiailele that

have been screened by the county assessor and the Department. However, the Department may supplement its sales rat
data with appraisals and other industry standard sources of market value information.

B. The Department shall maintain a list of validation codes to be used by the county assessor for the screening, editing and
processing of affidavits of property value. The county assessor shall assign a validation code from the Department's list to
each affidavit of property value before transmittal to the Department. For saledibfatio not require a change in legal
description, the assessor shall transmit such affidavits of property value to the Department within 30 days of recording.
For sales thatieh require changes in a parcel's legal description, the assessor’s shall transmit such affidavits of property
value to the Department by January 31 of the year following the calendar year of recording.

C. The Department may modify the validation codes assigned to any affidavit of property value by the county assessor. The
Department shall notify the county assessor in writing of any such modifications. The county assessor may request the
Department to reconsider the modified validation codes within 15 days after receiving notice of the Department's modifi-
cation.
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D. If thevalidation code indicates that a sale does not represent the market value of the subject property, the Department that
sele shalI ech ude that salebeexemdeel from the Department S sales ratio studles

£ If the validation code indicates that a sale represents the market value of the subject property, the Department shall com-
pute the ratio that the full cash value of the subject property bears to the selling price of the subject property fer use in i
sales ratio study. However, the Department shall eliminate the following from its sales ratio studies:
1. Sales that have extremely high or extremely low ratios;
2. Sales in which there has been substantial change to the property since the date of the sale and the assessor's full cas
value for the property reflects the changes nmrede-eenstruetionand
3. Sales which do not represent the market value of the subject property for the tax year in question.

ARTICLE 3. VALUATION OF AIRLINE PROPERTY

R15-4-302. Definitions
For thepurposes of valuation and taxation of airline companies under A.R.S. Title 42, Chapter 14, AHeblbwing

Futes—umess%heeentext—requ#esetlcmymlse following definitions will apply:

27 “Permanently removed from operations” means aircraft which have been entirely terminated from regularly sched-
uled operations by an airline company.

3.8: “Regularly scheduled” means the operation of aircraft that completed at least 120 landings or takeoffs within Arizona
durlnq the preceding calendar vemcordlng toa plan of dates or times for Iandlngs and takeoffs Whether publlshed

9 g calendar
extra sec-
ARTICLE 4. CLASS FI VE SEMENHHVHTFEBVALUE-AND ASSESSMENT RATIO
R15-4-401. Calculation of Class Five Seven Assessment Ratios

A. The Department of Revenue shall calculate the assessment ratios for primary and secondary tax purposes for all Class
Five Sevenproperty in accordance with A.R.S. § 42-15005 tmisl SectionRegulation The Department shall transmit

these assessment ratios to the counties on or before August 31 of every vitedatm-Monday-ir-June-ef-every-tax

year.
B.
3 d ahd 0 0 3 be-based upon the
N 0 He-prep : 0 N A ash value o
e d e y ed-upon the ful
\F&H‘rourposes of the calculatlon of the assessment rat|o for secondary
property tax in subsection (A) tAgefull cash value of all property valued by the counties in clas€tassTFhreahall
be adjusted to market value as |nd|cated:ﬁa§eeessaw—based—upon
4. The weightedwveighedmean sales ratio reflected in the Department's preliminary sales ratio reports for the tax year.
C.
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R-S—8 4B22durposes of the calculation of the assessment
ratio for primary property tax in subsection (A) thie limited property value of all property valued by the counties in

class one&SlassFhreshall be adjusted by the same percentage as the adjustment made to the full cash value of such prop-
erty under_subsectidBubsection{B) of thisrule
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