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DATE: February 21, 2023 
  
TO: Richard Stavneak, Director 
  
FROM: Hans Olofsson, Chief Economist 
  
SUBJECT: REVISED ESTIMATE OF SB 1263 (BUSINESS PERSONAL PROPERTY; TAX EXEMPTION) 

WITH PROPOSED FLOOR AMENDMENT 
 
This memo provides a revised estimate of the SB 1263 fiscal note issued on February 13, 2023.  The 
proposed legislation would exempt personal property that is used for agricultural purposes or in a trade 
or business from property taxation, beginning in Tax Year (TY) 2024.   The revision is based on a) 
correcting information found in the Department of Revenue's (DOR) State and County Abstract of 
Assessments and b) a proposed Senate floor amendment to make a technical change to the Senate 
Finance Committee amendment.  
 
Estimated Impact 
 
Under the original fiscal note (see attached), the bill's General Fund cost was estimated to be $154.9 
million in FY 2025 prior to applying state's Truth-in-Taxation (TNT) adjustment of the statutory K-12 tax 
rate known as the Qualifying Tax Rate (QTR).  After the TNT rate adjustment, the General Fund cost was 
estimated to be $47.8 million. 
 
The bill's pre-TNT cost is now estimated to be $65.2 million while the projected post-TNT cost is $19.5 
million, beginning in FY 2025.  
 
Analysis         
 
After the release of the February 13th fiscal note, two different changes have come to our attention that 
reduce the fiscal impact.  First, the estimated Net Assessed Valuation (NAV) loss was overstated by $2.8 
billion due to erroneous data published in the Department of Revenue's State and County 2022 Abstract 
of the Assessment Roll.  Second, the Senate Finance Committee amendment erroneously exempted the 
personal property of electric cooperatives from taxation, which had the effect of overstating the NAV 
loss by an additional $77.5 million.  The proposed floor amendment includes a correction for this error 
along with other technical changes.   
 
We have attached the original fiscal note which describes the bill in more detail.  We will update the 
fiscal note if the floor amendment is adopted.  
   
HO:jbu



Fiscal Note 
 

 

BILL # SB 1263 TITLE:  business personal property; tax exemption  

SPONSOR: Mesnard STATUS: As Amended by Senate FIN 

PREPARED BY: Hans Olofsson  

 
 
Description 
 
SB 1263, as amended by the Senate Finance Committee, exempts personal property that is used for agricultural purposes 
or in a trade or business from property taxation.  The bill would become effective beginning in Tax Year (TY) 2024. 
 
Estimated Impact   
 
We estimate that the bill would have a General Fund cost of $154.9 million, beginning in FY 2025 prior to applying the 
state's Truth-in-Taxation (TNT) adjustments. The proposal would reduce Net Assessed Valuation (NAV), which would 
increase the state's Basic State Aid (BSA) cost for K-12 schools.  
 
The $154.9 million cost increase would be partially offset by savings attributable to the automatic school tax rate 
adjustments provided under the state's TNT provisions.  Once TNT savings are incorporated, the General Fund cost would 
be reduced from $154.9 million to $47.8 million, beginning in FY 2025.  This estimate includes the bill's impact on both 
Basic State Aid (BSA) and the Homeowner's Rebate (HOR) program.   
 
Analysis 
 
Based on the Arizona Department of Revenue's 2022 Abstract of the Assessment Roll, we estimate that the bill would 
reduce statewide NAV by $(5.0) billion.  Based on the 15 counties' levy limit worksheets, we estimate that 86% of this loss, 
or $(4.3) billion would be for existing property and the remaining 14%, or $(0.7) billion would be for new property. 
 
Pre-TNT Impact – By reducing NAV by $(5.0) billion in TY 2024, the proposal would result in a direct BSA cost increase of 
$154.9 million, beginning in FY 2025, of which $132.5 million would be attributable to the reduction of existing NAV and 
the remaining $22.4 million due to loss of new NAV.  Prior to TNT, there would be no impact on the HOR program since 
Class 3 (primary residential property) NAV would not be affected by the bill.   
 
Post-TNT Impact - The NAV reduction under the proposal would have an impact on the state's TNT program. Under TNT, 
the Qualifying Tax Rate (QTR) is adjusted each year to offset the statewide annual valuation change of existing property. 
This rate change occurs automatically unless the Legislature decides to forgo the TNT adjustment.  Due to the $(4.3) 
billion NAV loss of existing property, the TNT adjustment would result in the estimated QTR being $0.17 higher in FY 2025 
under the proposal than under current law.  Under TNT, the $0.17 higher QTR ensures that the QTR levy on existing 
property would be the same under the bill as under current law.  This means that the $132.5 million BSA cost increase 
attributable to the loss of existing NAV prior to TNT is exactly offset by a $(132.5) million in BSA savings due to the higher 
QTR after TNT.  Therefore, the bill would have no impact on the BSA cost with respect to existing NAV.    
 
As noted above, prior to TNT, the $(0.7) billion NAV loss of new property under the bill would result in a BSA cost increase 
of $22.4 million.  The $0.17 higher QTR after TNT would reduce this cost increase by $(2.0) million, for a net BSA cost 
increase of $20.4 million in FY 2025.  

       (Continued) 



- 2 - 
 

 

Under the HOR program, the state pays 50% of the QTR levied on Class 3 property. The remaining 50% is paid by the 
homeowner.  Other classes of property do not receive the homeowner's rebate.  While the bill would leave Class 3 NAV 
unchanged, the $0.17 higher QTR levied on Class 3 property after TNT would raise the HOR cost by an estimated $27.4 
million in FY 2025.  Therefore, after the application of TNT, the bill would result in total General Fund cost increase of 
$47.8 million in FY 2025 [= $20.4 million BSA cost + $27.4 million HOR cost].     
 
Local Government Impact 
 
Lower property values as a result of the bill could reduce property tax collections for local tax jurisdictions or result in a 
tax shift to other property owners. 
 

2/13/23 

 



 

Amendment explanation prepared by Molly Graver 

02/20/2023 

 

  Bill Number: S.B. 1263 

 Mesnard Floor Amendment 

 Reference to: Finance Committee Amendment 

 Amendment drafted by: Leg Council 

 

 
FLOOR AMENDMENT EXPLANATION 

 

1. Reinserts, into the class 1 property classification, the centrally assessed personal 
property of electric cooperatives. 

2. Makes technical and conforming changes. 
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