ADDITIONAL INFORMATIONONRULEAB

Limited Property Value Calculation

Arizona Revised Statutes (A.R.S.) sections 42-13301, 42-13302 and 42-13304 govern limited property
value (LPV) calculations for most properties. , but A.R.S. 8 42-13304 excludes some properties from LPV
treatment. Note that the current LPV of a parcel shall not exceed its current full cash value (FCV).

Per statute, there are two ways to calculate the LPV. These are known as Rule A and Rule B.
Rule A per A.R.S. 42-13301

This is utilized for parcels that have small or no changes in components. Any parcel that does not
meet the requirements below under Rule B would be calculated using the Rule A calculation.

The calculation of LPV using the A rule, beginning with the 2015 tax year, is to take the prior year’s LPV and
add to it five percent of that value to arrive at the current year’s LPV up to but not exceeding the full cash
value (FCV) of the property.

Rule B per A.R.S. 42-13302.A.
Use of the B rule is triggered for properties that fit in one of the following categories:

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:

(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 42-13551 is not a change in use, in
and of itself.

3. Property that has been modified by construction, destruction or demolition since the preceding
valuation year such that the total value of the modification is equal to or greater than fifteen percent of

the full cash value.

4. Property that has been split, subdivided or consolidated from January 1 through September 30 of the
valuation year, except for cases that result from an action initiated by a governmental entity. (special
rules apply)



5. Property that previously qualified for property valuation protection (Senior Valuation Protection) under
article IX, section 18, subsection (7), Constitution of Arizona, if title to the property is conveyed to a
person that does not qualify for property valuation protection or the current owner of the property no
longer qualifies or did not reapply for property valuation protection.

6. Property that previously qualified for a statutory valuation and no longer qualifies, unless otherwise
provided in law. For the purposes of this paragraph, "statutory valuation" means a specific formula for
the calculation of full cash value prescribed in chapter 12, 13, 15 or 19 of this title.

The Chartin Fig. 1 shows the number and percentage of Rule A and Rule B parcels for the last five Tax
Years. As you can see, the high was 6.34 percent of parcels in the 2022 Tax Year qualified for a Rule B
calculation of LPV and that percentage has decreased each year with the 2026 Tax Year being 3.16 % of
all parcels qualifying for a Rule B calculation.

Fig. 1
2026  2026% 2025  2025% 2024  2024% 2023 2023% 2022 2022%
Total Parcels” 1,754,715 " 1,747,244 " 1,736,485 " 1,720,636 71,704,574
Rule AParcels” 1,699,313 7 96.84% 1684960 " 96.44% 1671926 © 96.28%" 1647206 95.73% 1596497  93.66%
Rule B Parcels 55,402 7 3.16%" 62,275 7 3.56%" 64,559 7 3.72%" 73430 7 4.27%" 108,077  6.34%

Limited Property Value calculation for Rule A parcels

For the majority of parcels in Maricopa County Rule A is applied which means the LPV can only increase
5% from the previous year, not to exceed the FCV.

Using an example parcel (see Fig. 2) which has had no changes from the 2023 valuation year to the 2027
valuation year. The Limited Value (LPV) increases 5% each year regardless of the increase or decrease in
the FCV. For example, in Tax Year 2027, the FCV decreased from $496,200 to $485,600 for a decrease of
$10,600 or 2.18% while the LPV increased from $337,800 to $354,690 for an increase of $16,890 or 5%
because the resulting LPV after the 5% increase is still below the FCV.



Fig. 2

Tax Year 2027 2026 2025 2024 2023
Full Cash Value @ $485,600 $496,200 $501,700 $514,500 $431,200
Limited Value @ $354,690 $337,800 $321,714 $306,294 $291,804
Legal Class 3l 31 31 3l 3l

Description

PRIMARY RESIDEMCE

PRIMARY RESIDENCE

FRIMARY RESIDENCE

PRIMARY RESIDENCE

PRIMARY RESIDENCE

Assessment Ratio 10% 10% 10% 10% 10%

Assessed LPV $35,469 $33,780 $3217 £$30,639 $29,180

Property Use Code m41 041 0141 0141 041

PU Description Single Family Single Family Single Family Single Family Single Family
Residence Residence Residence Residence Residence

Tax Area Code 970706 970706 970706 970708 970706

Valuation Source Notice MNotice Notice Notice MNotice

Limited Property Value calculation for Rule B parcels

A.R.S 42-13302.A States that in the case of a Rule B being applied on a parcel, the limited property value
shall be established at a level or percentage of full cash value thatis comparable to that of other
properties of the same or a similar use or classification.

This required method for determining the comparable percentage of FCV is by calculating the median
ratio of LPV to FCV for all Rule A parcels in each legal class across Maricopa County in that one tax year.
One note is that all subclasses of a legal class are rolled up and included in the overall calculation for the
class. For example, Legal Class 4.1 and 4.2 are both included in 4.x. See Fig. 3 for the last five years Rule
B Ratios and Assessment Ratios for each legal class.

Fig. 3
Tax Year 2027 Tax Year 2026 Tax Year 2025 Tax Year 2024 Tax Year 2023

Legal Class LC Description Assessment Ratio Rule B Ratio Assessment Ratic Rule B Ratio Assessment Ratioc Rule B Ratic Assessment Ratio Rule B Ratio Assessment Ratio Rule B Ratio

1x Commercial 15% 56% 15.5% 54% 16.0% 55% 16.5% 55% 17.0% 65%

2.x Ag/Vacant Land 15% 41% 15.0% 41% 15.0% 43% 15.0% 43% 15.0% 47%
Residential Primary

3.x Residence 10% 57% 10.0% 53% 10.0% 53% 10.0% 48% 10.0% 55%
Residential Non-Primary
Residence, Rental, Senior

4.x Facility, Common Area 10% 58% 10.0% 55% 10.0% 55% 10.0% 51% 10.0% 57%
Railroads 13% 57% 13.0% 55% 13.0% 52% 14.0% 54% 15.0% 100%
Historic or Foreign Trade
Zone 5% 45% 5.0% 47% 5.0% 45% 5.0% 43% 5.0% 48%

7B Com. Historic Base Value 15% 44% 15.5% 41% 16.0% 43% 16.5% 49% 17.0% 54%
Com. Historic Renovation

7H Value 1% 73% 1.0% 65% 1.0% 66% 1.0% 63% 1.0% 2%
Residential Historic Base

&B Value 10% 37% 10.0% 34% 10.0% 29% 10.0% 7% 10.0% 45%
Residential Historic

8H Renovation Value 1% 52% 1.0% 46% 1.0% 45% 1.0% 53% 1.0% 72%
Certain Improvements on

9 Government Property 1% 60% 1.0% 58% 1.0% 64% 1.0% 57% 1.0% 67%

Using the same example parcel from the Rule A section above and assuming that same parcel qualified
as a Rule B parcel for 2027, the LPV would be re-calculated by taking the Full Cash Value ($485,600)
multiplied by the Rule B ratio for Legal Class 3 from the table above (Fig. 3) (57%) which would resultin a
new Rule B LPV of $276,792 which would in this case be significantly lower than the current Rule A LPV of
$354,690.



Since the Rule B Ratio is the median ratio of LPV to FCV for all Rule A parcels with the same legal class,
the example above is not meant to indicate that the application of a Rule B to a parcel always results in a
lower LPV. In some instances, the Rule B LPV will be lower than the current LPV, and in other instances it
will be higher.

Here is a sample parcel where the application of a Rule B would increase the LPV (Fig. 4). Taking the 2027
FCV ($243,800) multiplied by the Rule B Ratio for class 3.x (.57 or 57%) would result in an LPV of $138,966
which is significantly higher than the current 2027 LPV of $58,702.

Fig. 4
Tax Year 2027 2026 2025 2024 2023
Full Cash Value @ $243,800 $233,600 $228,700 $244,300 §194,800
Limited Value @ $58,702 $55,806 $53,244 $50,709 $48294
Legal Class 3l 31 3l al 31
Description PRIMARY RESIDENCE PRIMARY RESIDENCE PRIMARY RESIDENCE PRIMARY RESIDENCE PRIMARY RESIDENCE
Assessment Ratio 10% 10% 10% 10% 10%
Assessed LPV 5,870 %5581 45324 5,07 §4,829
Property Use Code [a]k]] o1 131 031 01
PU Description single Family Single Family Single Family single Family Single Family
Residence Residence Residence Residence Residence
Tax Area Code 831300 831300 831300 831300 831300
Valuation Source Notice Notice Notice Notice Notice
LPV Assessed Value

The final piece of the LPV puzzle is the LPV Assessed Value. Since statute changes in 2015, the LPV
Assessed Value is the value that is used to calculate the taxes not the FCV. The LPV Assessed value is
calculated by taking the LPV multiplied by the Assessment Ratio for each parcel. Using the same parcel
as in previous examples, we would take the 2027 Limited Value ($58,702) multiplied by the assessment
ratio for class 3.x (.10 or 10%) gives an LPV Assessed of $5,870. This is the number provided to the
Maricopa County Treasurer to be used in tax calculations. The LPV Assessed Value is used for most
properties except properties excluded from LPV under A.R.S. § 42-13304.

ADDITIONAL INFORMATION

ARS 42-13301
ARS 42-13302
ARS 42-13304


https://www.azleg.gov/viewdocument/?docName=https://www.azleg.gov/ars/42/13301.htm
https://www.azleg.gov/viewdocument/?docName=https://www.azleg.gov/ars/42/13302.htm
https://www.azleg.gov/viewdocument/?docName=https://www.azleg.gov/ars/42/13304.htm

