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CHAPTER 366 

HOUSE BILL 2066 

AN ACT 

AMENDING SECTION 42-147. ARIZONA REVISED STATUTES; RELATING TO PROPERTY TAX 
VALUATION OF SHOPPING CENTERS. 

Be i t  enacted by t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  A r i zona :  
S e c t i o n  1. L e a i s l a t i v e  i n t e n t  
The l e g i s l a t u r e  f i n d s  t h a t  t h e  c o n d i t i o n s  s t a t e d  i n  Laws 1982, chap te r  

232, s e c t i o n  1 remain  i n  e f f e c t .  The l e g i s l a t u r e  i n t e n d s  t o  p r e s c r i b e  t h e  
e x c l u s i v e  means o f  v a l u a t i o n  o f  shopping c e n t e r s  as p r o v i d e d  by t h i s  a c t .  
The l e g i s l a t u r e  i n t e n d s  t o  p r e v e n t  u n s t a b l e  and u n f a i r  t a x a t i o n  of shopping 
c e n t e r s  b y  p r o v i d i n g  f o r  a l i m i t e d  use, on appeal o n l y .  of t h e  market  
compar ison method o f  v a l u a t i o n .  T h i s  l i m i t e d  use o f  t h e  market  compar ison 
method i s  i n tended  t o  m i n i m i z e  t h e  i n h e r e n t  problems o f  a p p l y i n g  t h e  method 
t o  shopping c e n t e r s .  The l e g i s l a t u r e  i n t e n d s  t o  p r o v i d e  f o r  s p e c i f i c .  
l i m i t e d  use  o f  m a r k e t  d a t a  i n  d e t e r m i n i n g  t h e  v a l u a t i o n  o f  shopping c e n t e r  
p r o p e r t y .  The l e g i s l a t u r e  i n t e n d s  t o  p e r m i t  a r e c e n t  s a l e  o f  a shopping 
cen te r  p r o p e r t y  t o  be used t o  suppor t  a p o t e n t i a l  v a l u a t i o n  o f  t h a t  p r o p e r t y ,  
on appeal ,  by t h e  marke t  compar ison method. 

Sec. 2. S e c t i o n  42-147, A r i zona  Revised S t a t u t e s ,  i s  amended t o  read: 
42-147. V a l u a t i o n  o f  shoooina c e n t e r  o r o o e r t v :  v a l u a t i o n  

t e c h n i c a l  a d v i s o r v  committee: d e f i n i t i o n  
A. A SHOPPING CENTER THAT I S  SUBJECT TO VALUATION FOR PURPOSES OF 

PROPERTY TAX SHALL BE VALUED PURSUANT TO THIS SECTION. THIS SECTION 
ESTABLISHES THE EXCLUSIVE VALUATION METHODS AND PROCEDURE FOR DETERMINING THE 
VALUATION OF A SHOPPING CENTER. 
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Ar B. The v a l u a t i o n  o f  a shopping c e n t e r  s h a l l  be de te rm ined  by 
c o u n t y  assessors u t i l i z i n g  t h e  replacement c o s t  l e s s  d e p r e c i a t i o n  method, 
excep t  as p rov ided  i n  subsec t ions  + C and + D o f  t h i s  s e c t i o n .  The method 
s h a l l  u t i l i z e  base r a t e s  i n  e x i s t e n c e  on January 1. 1982 s u b j e c t  t o  any 
changes necessary t o  r e f l e c t  changes i n  c o s t s  o f  c o n s t r u c t i o n .  The base 
r a t e s  s h a l l  be based on average c o s t s  which a r e  r e l a t i v e  t o  t h i s  s t a t e  as 
r e p o r t e d  i n  p r o f e s s i o n a l  c o s t  manuals and p u b l i c a t i o n s  which a r e  approved by 
t h e  department.  The d e p r e c i a t i o n  schedule  used UNDER THE REPLACEMENT COST 
LESS DEPRECIATION METHOD. i n c l u d i n g  any ad jus tmen t  f o r  obso lescence,  s h a l l  
b e  t h e  schedule  i n  e x i s t e n c e  on January 1. 1982 and u t i l i z e d  by t h e  county  
assessor ,  un less  m o d i f i e d  p u r s u a n t  t o  s u b s e c t i o n  G, pa rag raph  2 .  
s u b d i v i s i o n  (a )  o f  t h i s  section- . . 

Br C. Upon a r e v i e w  o r  appeal ,  a t  t h e  e l e c t i o n  o f  a t a x p a y e r ,  t h e  
income method commonly known as t h e  s t r a i g h t  l i n e  b u i l d i n g  r e s i d u a l  method 
s h a l l  &+M&~R DETERMINE t h e  v a l u a t i o n  o f  a shopping cen te r ,  s u b j e c t  t o  t h e  
p r o v i s i o n s  o f  subsec t ion  B- E DF THIS SECTION. i f  t h e  t a x p a y e r  submi ts  a l l  
r e a s o n a b l y  necessary income and expense i n f o r m a t i o n .  The r e v i e w i n g  body 
s h a l l  u t i l i z e  t h e  i n f o r m a t i o n  submi t ted  by t h e  taxpayer  and may a l s o  u t i l i z e  
any o t h e r  i n f o r m a t i o n  c u s t o m a r i l y  ana lyzed under t h i s  method. The 
c a p i t a l i z a t i o n  r a t e  used i n  such method s h a l l  be comprised o f  t h e  f o l l o w i n g :  

1. For t h e  1983 p r o p e r t y  t a x  y e a r  a d i s c o u n t  r a t e  o f  t e n  and o n e - h a l f  
p e r  c e n t ,  which s h a l l  be a d j u s t e d  each y e a r  t h e r e a f t e r  based on  t h e  
percentage change i n  t h e  weighted average c o s t  o f  funds d e r i v e d  f rom i n t e r e s t  
p a i d  on savings accounts, f e d e r a l  home l o a n  bank advances and o t h e r  borrowed 
money as  r e p o r t e d  by t h e  f e d e r a l  home l o a n  bank o f  San F r a n c i s c o  f o r  t h i s  
s t a t e  f o r  t h e  most r e c e n t  t w e l v e  month p e r i o d  end ing June 30. The d i s c o u n t  
r a t e  s h a l l  n o t  be l e s s  t h a n  t e n  pe r  c e n t .  

2. A r e c a p t u r e  r a t e  based on a t h i r t y - f i v e  y e a r  economic l i f e .  
3. The e f f e c t i v e  t a x  r a t e  f o r  t h e  p r o p e r t y  f o r  t h e  most r e c e n t  

p r o p e r t y  t a x  year .  
& D. Upon e l e c t i o n  by  a taxpayer ,  THE 

VALUATION OF A SHOPPING CENTER SHALL BE DETERMINED by t h e  method p r e s c r i b e d  
by s u b s e c t i o n  ?- C o f  t h i s  s e c t i o n  i f  t h e  taxpayer  submi ts  a l l  reasonab ly  
necessary  income and expense i n f o r m a t i o n  t o  t h e  coun ty  assessor  b e f o r e  
September 1 o f  t h e  year  immed ia te l y  p reced ing  t h e  year  f o r  wh ich  t h e  p r o p e r t y  
w i l l  be valued.  1: 2 :t~& 

% E. Upon appeal o f  a v a l u a t i o n  determined by  t h e  income method o r  
an appeal  where t h e  t a x p a y e r  has e l e c t e d  t h e  income method p u r s u a n t  t o  
s u b s e c t i o n  g; C OF THIS SECTION, THE VALUATION OF A SHOPPING CENTER SHALL BE 
DETERMINED BY WHICHEVER ONE OF THE FOLLOWING VALUATION METHODS MOST CLOSELY 
APPROXIMATES FAIR MARKET VALUE: 
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1. THE INCOME METHOD COMMONLY KNOWN AS THE STRAIGHT L I N E  B U I L D I N G  
RESIDUAL METHOD PURSUANT TO SUBSECTION C OF T H I S  SECTION. I f  

t h e  r e v i e w i n g  body f i n d s  t h a t  o t h e r  +&w&ei+ 
INFORMATION THAT I S  CUSTOMARILY ANALYZED UNDER THE INCOME METHOD must 

be -C USED TO PROPERLY APPLY THE INCOME METHOD 
TO t h e  p r o p e r t y .  i t  may u t i l i z e  such o t h e r  +aekw+ G; i t  fi- 
INFORMATION TO SUPPLEMENT INFORMATION PROVIDED BY THE TAXPAYER, p r o v i d e d  t h a t  *: 

( a )  THE CREDIBLE AND ACCURATE INFORMATION PROVIDED BY THE TAXPAYER 
REMAINS THE PRIMARY B A S I S  FOR THE VALUATION UNDER THE INCOME METHOD. 

( b )  THE INFORMATION I S  CREDIBLE. I S  DERIVED FROM PROPERTIES OR 
CIRCUMSTANCES THAT ARE SUBSTANTIALLY COMPARABLE TO THE PROPERTY AN0 I S  VAL ID  
UNDER THE INCOME METHOD. 

( c )  THE REVIEWING BODY s h a l l  s p e c i f y  i n  i t s  w r i t t e n  o r d e r  what o t h e r  
W INFORMATION WAS cons idered,  t h e  manner i n  which I T  WAS 
a p p l i e d ,  and t h e  change i n  t h e  Gp&+d+e VALUATION UNDER THE INCOME METHOD. 
i f  any, r e s u l t i n g  f r o m  t h e  use o f  such o t h e r  k&ew INFORMATION. 

2. THE REPLACEMENT COST LESS DEPRECIATION METHOD PURSUANT TO 
SUBSECTION B OF T H I S  SECTION. 

3. THE MARKET COMPARISON METHOD. I F  A COMPARABLE SALE OF THE SUBJECT 
PROPERTY OCCURRED W I T H I N  TWO YEARS BEFORE THE DATE OF VALUATION AN0 NO 
MATERIAL CHANGE TO THE PROPERTY. I T S  LEASE TERMS, TENANTS, OCCUPANCY RATES 
OR OTHER MATERIAL FACT HAS OCCURRED SINCE THE SALE. I F  THE MARKET COMPARISON 
METHOD I S  APPLICABLE, THE REVIEWING BODY MAY CONSIDER INFORMATION ON SALES 
OF OTHER PROPERTIES THAT OCCURRED WITHIN  TWO YEARS BEFORE THE DATE OF 
VALUATION AND THAT ARE DETERMINED TO BE COMPARABLE TO THE SUBJECT PROPERTY 
BY CLEAR AND CONVINCING EVIDENCE. 

F.  A L L  INFORMATION THAT A TAXPAYER SUBMITS PURSUANT TO T H I S  SECTION 
I S  CONFIDENTIAL  PURSUANT TO SECTION 4 2 - 1 0 8 .  

& G. A v a l u a t i o n  t e c h n i c a l  a d v i s o r y  committee i s  e s t a b l i s h e d  t o  meet 
a t  t h e  c a l l  o f  t h e  d i r e c t o r  o f  t h e  department i n  August. 1 9 8 2  and every  t h i r d  
August t h e r e a f t e r .  The commit tee i s  o rgan ized  and s h a l l  opera te  as f o l l o w s :  

1. The commi t tee c o n s i s t s  o f  t h e  f o l l o w i n g  f i v e  members: 
(a )  One member f r o m  t h e  depar tment  s e l e c t e d  by t h e  d i r e c t o r .  
(b)  The assessor o r  kCs THE ASSESSOR'S r e p r e s e n t a t i v e  f rom each county 

w i t h  a  p o p u l a t i o n  exceeding f i v e  hundred thousand persons a c c o r d i n g  t o  t h e  
1 9 8 0  U n i t e d  S t a t e s  decenn ia l  census. 

( c )  An assessor f rom a  coun ty  n o t  i n c l u d e d  i n  s u b d i v i s i o n  (b) o f  t h i s  
paragraph s e l e c t e d  by t h e  d i r e c t o r .  

( d l  A member o f  t h e  l e g i s l a t u r e  s e l e c t e d  f o r  each t r i e n n i a l  mee t ing  
a l t e r n a t i v e l y  by t h e  speaker o f  t h e  house o f  r e p r e s e n t a t i v e s  and t h e  
p r e s i d e n t  o f  t h e  senate .  
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2. The commit tee s h a l l  : 
( a )  Determine average d i f f e r e n c e s  i n  v a l u a t i o n s  f o r  s i m i l a r  s i z e  and 

age shopping c e n t e r s  which r e s u l t  from t h e  two v a l u a t i o n  methods p r e s c r i b e d  
i n  subsec t ions  A- B and %- C o f  t h i s  s e c t i o n  f r o m  which t h e  commi t tee s h a l l  
deve lop  a schedule  o f  obsolescence f a c t o r s  wh ich  can be added t o  t h e  
d e p r e c i a t i o n  schedule used i n  t h e  v a l u a t i o n  method p r e s c r i b e d  i n  s u b s e c t i o n  
A- B o f  t h i s  s e c t i o n .  County assessors  s h a l l  i n c o r p o r a t e  t h e  obso lescence 
f a c t o r s  i n t o  t h e  d e p r e c i a t i o n  schedule.  

( b )  Develop t h e  obsolescence f a c t o r s  p r e s c r i b e d  by s u b d i v i s i o n  ( a )  of 
t h i s  pa rag raph  based on s t a t i s t i c a l  r e s e a r c h  i n  o r d e r  t o ,  on average.  
e q u a l i z e  t h e  v a l u a t i o n s  r e s u l t i n g  f r o m  t h e  two v a l u a t i o n  methods p r e s c r i b e d  
by s u b s e c t i o n s  A- B and & C o f  t h i s  s e c t i o n .  The commit tee may use da ta  
from s t a t e  sources, n a t i o n a l l y  recogn ized p u b l i c a t i o n s  and j o u r n a l s  and o t h e r  
r e l a t e d  research .  The committee may a l s o  hear  t e s t i m o n y  f r o m  i n t e r e s t e d  
i n d i v i d u a l s  and taxpayers .  No t a x p a y e r  may be compel led t o  p r o v i d e  
i n f o r m a t i o n  t o  t h e  committee b u t  may do so v o l u n t a r i l y .  

( C )  P . , 
' , Review t h e  v a l u a t i o n  p rocedures  

used p u r s u a n t  t o  t h i s  s e c t i o n  and t h e  r e s u l t i n g  v a l u a t i o n s  and propose 
recommended changes t o  t h e  governor and t h e  l e g i s l a t u r e  by  t h e  f o l l o w i n g  
January  15. 

Cr H. For t h e  purpose o f  t h i s  s e c t i o n :  
1. Any p a r t  of t h e  l a n d  o f  t h e  shopping c e n t e r  which i s  l i m i t e d  by a 

z o n i n g  requ i rement  o r  c o n t r a c t u a l  covenant t o  p a r k i n g  o r  common a rea  use 
s h a l l  b e  va lued  on t h e  assumption t h a t  no o t h e r  use i s  p o s s i b l e .  

2 .  "Shopping cen te r "  means an area compr ised o f  t h r e e  o r  more 
commercia l  es tab l i shments .  t h e  purpose o f  wh ich i s  p r i m a r i l y  r e t a i l  s a l e s .  
wh ich  has a combined gross l e a s a b l e  a rea  o f  a t  l e a s t  twen ty -seven  thousand 
square f e e t ,  owned o r  managed as a u n i t  and one o r  more o f  t h e  e s t a b l i s h m e n t s  
h a v i n g  a g ross  l e a s a b l e  area o f  a t  l e a s t  t e n  thousand square f e e t  wh ich  i s  
e i t h e r  owner-occup ied o r  s u b j e c t  t o  a l e a s e  wh ich  was e n t e r e d  i n t o  w i t h  a 
minimum t e r m  o f  f i f t e e n  years.  

I. The d i r e c t o r  may p r e s c r i b e  rules- and forms 
necessary  t o  implement t h i s  s e c t i o n .  

Sec. 3. R e t r o a c t i v i t v  
S e c t i o n  42-147, Ar izona Revised S t a t u t e s .  as amended by t h i s  a c t .  

a p p l i e s  r e t r o a c t i v e l y  t o  t a x a b l e  years  b e g i n n i n g  f rom and a f t e r  December 31. 
1995. 
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