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THIS SUBSTANTIVE POLICY STATEMENT IS ADVISORY ONLY. A SUBSTANTIVE
POLICY STATEMENT DOES NOT INCLUDE INTERNAL PROCEDURAL DOCUMENTS
THAT ONLY AFFECT THE INTERNAL PROCEDURES OF THE AGENCY AND DOES NOT
IMPOSE ADDITIONAL REQUIREMENTS OR PENALTIES ON REGULATED PARTIES OR
INCLUDE CONFIDENTIAL INFORMATION OR RULES MADE IN ACCORDANCE WITH
THE ARIZONA ADMINISTRATIVE PROCEDURE ACT. IF YOU BELIEVE THAT THIS
SUBSTANTIVE POLICY STATEMENT DOES IMPOSE ADDITIONAL REQUIREMENTS
OR PENALTIES ON REGULATED PARTIES YOU MAY PETITION THE AGENCY UNDER
SECTION 41-1033, ARIZONA REVISED STATUTES, FOR A REVIEW OF THE
STATEMENT.

Short Title: Policy regarding the "rollover" provision in A.R.S. § 42-16002(B).

This statement is to clarify the interpretation by the State Board of Equalization ("SBOE") of the
"rollover" provision in A.R.S. § 42-16002(B). This statute requires that the valuation or
classification of property in the year after a reduction in value or change in classification
occurring on appeal be the value determined on appeal. In other words, it requires that the
valuation and classification "roll" to the next year. The legislative intent behind this statute was
to eliminate assessor discretion in the year following appeal, thus relieving the taxpayer from
having to appeal each year.

Based on the language of the statute, the legislative intent behind the statute, and an
interpretation of the statute in conjunction with related statutes, the SBOE's policy on the
"rollover" provision is as follows:

1. SBOE decisions that do not change valuation or classification do not roll.
All reductions in value and changed classifications will roll and thus are two-year
decisions.

3. A correction of an inadvertent violation of A.R.S. § 42-16002(B) will not roll to the

following year (it is only good for the tax year and the year after).

Rollover values may not be used to determine the valuation of other property.

The rollover provision does not apply to limited property value.

The rollover provision does not apply to splits, subdivisions or combinations of property.
The rollover provision does not apply to errors pursuant to Title 42, Chapter 16, Article 6
of the Arizona Revised Statutes (the "Error Correction Statutes").

Nowe

A summary of the reasoning and analysis used by the SBOE to create this policy is contained in
the memorandum to board members dated June 18, 2004.



State of Arizona
Board of Equalization
100 N. 15™ Avenue Ste 130

Phoenix, Axizona 85007
(602) 364-1600

MEMORANDUM

To:  All Board Members
CC:  All Board Heari g Officers and Staff
From: Harold Séott, gairman .

Date: June18,2004.

Re:. lIssues with applicéﬁqn.'of the “Rollover” required by A.R.S. 42-16002

A number of issues have come up

involving possible interpretations of the “rollover” of
valuations pursuant to A.R.S. 42-1 6002. This memorandum will address some o
The reaéoning in thls memorandum is based partially on research Board staff d1d recently 6n -
the legislative history underlying A.R.S. 42-16002. The history is not extensive for either the
1991 or the 2002 version of the statute, Hq

f these issues.

v _ OWevet, some of the information is useful for - -
ja_na.lyzingsomgoft_hero_]loyer_issues.‘-.-_j B T

'TheL‘aw

The “rollover” statute is cQIitainéd in ARS. 42}1 6002 Subsection B of the 'stét"ute réads as
follows: ~- - - .o e L

n, a structural change or a change of
. use on the property. - P . L o .
(A copy of the entire statute is aﬁéchgd to this 'memorandum.). '

The legislative history of the statute is clear

as to the basic intent of the legislature. The
legislature intended to restrict the ability of

the assessors to change the valuation or



_. property...” Thus no change decisi

" _- Issue two: AHRe(.i.lec.:tion's'in.V
.. Two Year Decisions .. -

" option had been removed from the St
-~ was removed becatise virtiy

' generating properties facing a tempor
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the broad language allowing the assessor to
--Teview (of) the current facts.. .” with a far

or classification not be changed unless there has
---IeW construction, a structura] change or a change of use on the property.”

The 2002 amendment that was Passed replaced
change a valuation or classification based on .

Inore restrictive requirement that the valuation
been

Itis clear from several committee fact sheets that the legislature intended the “rollover” to
apply for one year beyond the successful appeal year. Thus valuation and classification are
rolled over for one more year if both were ¢

hanged on a successful appeal. (This will be
discussed in more detail in the issues section that follows.) ,

Issue Ope: No Change Decisions

o or detemn dintheprececiing year at the
highest level of appeal;.t”(emphases.added) X R :

L

alue and Changed Legal Classification of the Board will be
pro?grar'ns,:éevéra.l Board members askéd why the “one year decision”
ate Board of Equalization Decision/ Minutes Sheet. It
nally all cases where a reduction in full cash value or change in legal

valuation or classification rolling over to the

ition, which impacts its valuation, be aware .
years. This is especially important for income
ary condition. Ifthe condition is likely to only last a

year, panel members may want to weigh this against the impact of decisions automatically

rolling over for two years.

Issue three: Rollover Violations—One Year Decisions

Again, at our recent training sessions, we added
Violation.” This was intended for correcting inadvertent violations of A R.S 42-16002. This
should be a one-year decision only. Nothing in our research indicated that legislature wanted
anything but a two-year decision. The first i



. The l'égislature has limited the :Boérci"s aﬁfhdrity

- department properties that in the state bo

" next review of property...” to be considered f

o _Is.sii'e' five: fhe Rollover Does Not Apply
Applying the rollover statute to the limited proper

. 'would be contrary to the requirements of A.R.S.47-

- Neither the 1991 or 2002 versions
- statute, . ‘ o

 constituted one law.”” Goddard v. Su

- successive years, they ¢

* valuation or classification the year followi
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subsequent year. Nowhere in the legislative record is there an indication that a rollover was
intended to be for three yeazs. If correcting the inadvert

would be a three-year decision. will be comrected to indicate “Rollover
Violation—One Year Decision.”

Issue four: Prohibition of Use of Rollover Values as “Equity Comparables”

s not have equalization power. Since the Board does not
possess broad equalization powers, it follows that that the Board should not give great reliance
on what have come to be called “eq

uity comparables.” The only statutory authority for the
Board to look at “equity comparables” is contained in A RS, 42-16162 (C) that reads:

per . C Prioryear violates on its face the requirement that the
properties are “similarly situated.” - ' L . Do

. The central mission of the Board is to establish fair market value or full cash-value. “Equity
- _comparables” should never be used to red

- equalization issue in a county, market are

1ce a property below fair market value. If'there is an

on eqﬁaﬁzaﬁon to “...recommend to the . N
ard’s opinion should be included in the department’s’
©d 1or equalization orders. (A.R.S. 42-16160) -
to the Limited Prop éfty Yalué , | |
property value in the year follovﬁng an épbeal
13301 (A) (calculation of limited value),
of the tollover legislative bills amended the limited value

T shguld be construed “harmoniously.‘as though theY ‘ '
. perior Court, 191 Ariz. 402, 404, 956 P.2d 529, 531
(App. 1998). Since both the rollover statute and A R §. 42-13301 (A) deal with valuation over.

an probably be considered “closely related.”

) in the year following such an appeal.

A reading of the statute to exclude limited pro

perty value is consistent with the legislative
intent of the rollover statute. The 991

version was intended 1o eliminate assessor discretion in
WIng an appeal, and the 20 02 amendment furthered this



. combine of property could be considered a “change in yse”
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goal. However, in calculating limited property value under A R.S. 42-13301 (A), there should
not be assessor discretion in calculating the limited value from year to year,

As mentioned previously, the legislature clarified the rollover statute further this past session
in BB 2258. The legislature added another category of exceptions to the rollover statute. The
category of exceptions was modified to exclude:

2. Chapters 11 through 19 of this title require a specific annual formula for valuation.

In context, this refers to Title 42. The limited value caleulation formulae are including in
chapter 13 of Title 42, .

Thus, the limited

property value is not covered by ARS. 42-
rollover.

16002 and is not subject to the

Issue six: the Rollover Does Not Apply to Splits or Combinations of Property
While there is no statutéry laﬁguage or legislative hlstory diiecﬂy on this point; a split or
i 1 .under the statite. Additionall

Ys

in AR.S. 42-13302 (the so-called “Rule B”
for calculating limited i

] . e applies, including “change in -
use” of the property, “property that has been modified by construction” and “property that has
been split, subdivided or consolidated.” S

This statute suggests that the legislature has : .
- . previously considered split or combined 'ty as being § or similar category as
- property, which has experienced change i ’ :
- of the seeming impossibility of rolling the value of a parcel of property that has been split or
-. combined with another parcel, it is unlj i

the exceptions to the rollover statute. . -

: Thﬁs, split or 6ombin§d properties are nat subject tgthe rollover.

Issue seven: The Rollover Does Not Ap "ly tovErrorsA Correéted Pursﬁaixt fo Chabtér 16,
Article 6 of Title 42 (the “error statutes™) .. . - K

AR.S Title 42. The traditional appeals process and error-correction processes are two different
avenues with different purposes. A manifest objective in Vvaluation error is by definition not
caused by di



The rollover statute does not apply to limited property value,
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Thus, the rollover does not apply to error correction appeals.

Conclusion

The rollover statute only applies to reductions

in value or changes in legal classification. It
does not apply to a no change decision to ejth,

er valuation or classification.
All reductions in value and

changed legal classifications will be two-year decisions of the
Board.

Prior rollover violations will be changed for one year only.

Valuations that were rolled over from

the prior year should
comparables” for subject properties

not be used as “equity |
that were revalued for

the current year.

The rollover statuté does not apply to splits or combinations of piopérty.

" The rollover statute does not app

ly to éno;"COHeCﬁon pursuait to Article 6, Chapter 16 of Title
42 of the Arizona Revised S';a_tu‘ges. o L : - -



