ARIZONA HOUSE OF REPRESENTATIVES
Fifty-first Legislature — First Regular Session

COMMITTEE ONWAYSAND MEANS
Minutes of Special Meeting

Thursday, January 17, 2013
House Hearing Room 1 -- 2:00 p.m. or upon recess or adjournment of Floor

Chairman Lesko called the meeting to order at 2:10 p.m. and attendance was noted by the
secretary.

M ember s Present
Mr. Cardenas Mr. Olson Mr. Kwasman, Vice-Chairman
Mr. Gallego Mr. Petersen Mrs. Lesko, Chairman
Mr. Mesnard Mr. Whedler

Members Absent

None

INTRODUCTION OF MEMBERSAND STAFFE

Chairman Lesko asked the Members to introduce themselves.

Chairman Lesko asked the Committee staff to introduce themselves:
Tracey Gardner, Committee Secretary
Stephanie Jaffa, Majority Research Analyst
Ryan Sullivan, Assistant Research Analyst
Casey Baird, Legidlative Intern
Mark Bogart, Staff Senior Economist and Policy Advisor, Democratic Staff
Katherine Richard, Democratic Intern
Megan O’ Brien, Page
Kyle Briggin (filling in for Chris Weston), Page

ADOPTION OF COMMITTEE RULES

Stephanie Jaffa, Majority Research Analyst, explained the Committee rules.

Vice-Chairman Kwasman moved that the Committee on Ways and Means
Rules (Attachment 1) be adopted. The motion carried.
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APPOINTMENT OF COMMITTEE OF REFERENCE

Stephanie Jaffa, Majority Research Analyst, explained the Committee of Reference.

Chairman Lesko appointed the following Members to the Committee of Reference:
Ms. Lesko, Chairman
Mr. Cardenas
Mr. Gallego
Mr. Kwasman
Mr. Olson

PRESENTATION

Keith Russell, Maricopa County Assessor (MCA), gave a power point presentation on the
Arizona Property Vauation and Taxation System (Attachment 2). He began with an explanation
of the history of property taxes, which have been around since 586 B.C., and specifically how
Arizona collected their taxes back in the territorial days of 1871.

Two types of assessment systems were discussed; the Ad Vaorem system and the Vauation
system. Explanation ensued about the components of each and the classifications of Full Cash
Vaue (FCV) and Limited Property Value (LPV) with the collections on each. The purpose of
the assessed value is not to determine how much tax will be collected but how to divide
responsibility toward what is to be collected among the entire properties jurisdiction. Legal
class code distributions were cited as such:

o Commercia —19% (Class 1)

o Land-16% (Class 2)

o Residential —10% (Class 3 and 4)

Mr. Russell explained the 2012 Tax Roll Timeline process and the appeal s process
(Attachment 2).

Mr. Mesnard asked what percentages of property taxes were appeal ed.

Mr. Petersen asked why there were two assessment values assigned and where the amount of
taxes can be found.

Mr. Russell replied that he only had Maricopa County numbers and last year there were 12,000
appeals per 39,000 parcels equaling about 2.5% of parcels appealed. He explained the first
collection assessment moves with the market and the second assessment has restrictions on how
fast it can grow. The information can be found on two reports that the Department of Revenue
publishes: assessed values and the average of statewide property. Mr. Russell explained how
divisions were made from year to year and from jurisdiction to jurisdiction.
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Property Tax Statistics for 2012 were given (Attachment 2):

Arizona Maricopa County
e Tota Levy: $6,579,486,038 $4,019,661,674
e Total Parcels: $3,202,205 $1,547,207
e Tota Full Cash Vaue: $518,109,307,694  $321,960,273,828
e Average Tax Bill: $2,100 $2,600

Taxing Jurisdiction Expenditures Statistics were referenced (Attachment 2):
e Schools (K-12) = 52%

County = 23%

Community College = 11%

Cities'Towns = 8%

Specia Taxing = 6%

Mr. Mesnard asked what constitutes a parcel, how many were residential and if the figures
reflected the homeowner rebate.

Mr. Russell stated the figures did not include the rebate and that state credit comes out of the
genera fund. The classifications of property were recently changed. He explained classes and
that a parcel is alegal description that gets recorded when property is split, so parcel sizes are
varied. Sixty percent of parcels are residential.

Mr. Wheeler questioned if the Palo Verde Nuclear Power Plant affected these ratios and since
Pima County does not have a nuclear generating plant, is there some way every county could
benefit from the revenue.

Mr. Olson answered, because of the income from Palo Verde, that county’s school district taxes
are much lower but Palo Verde does pay a statewide tax. He also questioned where the
recording of thefirst property tax came from back in 589 BC.

Mr. Russell explained that in 2010, Palo Verde was the highest single taxpayer entity in the state,
approximately $15 million. Taxes are paid to the county and benefit that county but Palo Verde
does pay a state tax which is allocated back to all the counties. In response to Mr. Olson’s
guestion about the first property tax records, clay tablets were found somewhere in Egypt with
property taxes being recorded as far back as 586 BC. Back then, real property was what people
owned such as cows, chickens, etc., not actual land property.

Chairman Lesko asked if property is reevaluated and updated over time.

Mr. Russell replied that the county uses aerial photos and a software program for growth
calculations, but the biggest indicator for assessment of land and taxes are permit applications.
He explained the assessor’ s obligation and Proposition 117 changes.
e Proposition 117
o Changesrate of increase on Limited Property Vaue (LPV)
o Changesto calculation of Tax Bill
o Beginning 2015 roll
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Chairman Lesko thanked Mr. Russell for the presentation.

Without objection, the meeting adjourned at 3:18 p.m.

Tracey Gardner, Committee Secretary
January 25, 2013

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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