Joint Legislative Budget Committee Staff
Fiscal Memorandum

1716 West Adams Telephone: (602) 926-5491
Phoenix, Arizona 85007 azjlbc.gov

DATE: February 14, 2025

TO: Senator John Kavanagh, Chairman, Senate Appropriations Committee

Representative David Livingston, Chairman, House Appropriations Committee
Senator J.D. Mesnard, Chairman, Senate Finance Committee
Representative Justin Olson, Chairman, House Ways and Means Committee

FROM: Hans Olofsson, Chief Economist
Gordon Robertson, Fiscal Analyst

SUBJECT: FY 2026 TRUTH IN TAXATION RATES FOR EQUALIZATION ASSISTANCE TO SCHOOL
DISTRICTS

Summary

By February 15 of each year, the JLBC Staff is statutorily required to report the new Truth in Taxation
(TNT) adjustments to the statutory K-12 local property tax rate known as the "Qualifying Tax Rate" (QTR)
for the upcoming fiscal year. This memo describes the fiscal implications of the estimated TNT
adjustments and other related technical estimate updates.

The revised property tax estimates are expected to decrease the General Fund cost of Basic State Aid by
$(4,704,300) and increase the General Fund cost of the Homeowner’s Rebate by $1,176,100 for a net
decrease of $(3,528,200) below the FY 2026 JLBC Baseline.

The purpose of TNT is to offset the annual change in the value of existing property statewide, with a
proportional change in the statutory K-12 tax rate used to determine state aid to schools. This rate
change is intended to ensure that the total statewide property tax for existing properties remains
unchanged despite increased or reduced valuations. Increasing property values usually result in the tax
rate falling so that there is no net increase of the property tax levy.

Revised February Property Tax Information

Based on anecdotal information from the counties, the FY 2026 JLBC Baseline assumed Net Assessed
Value (NAV) growth for existing property of 3.20%. County assessors are subsequently required to
report their property values for the upcoming fiscal year by February 10" of each current year. Based
on this new information from the counties, existing property is now estimated to grow by 2.08% in FY
2026.

Due to the lower-than-expected increase in values for existing properties, the JLBC Staff now estimates
that the TNT decrease of the K-12 Qualifying Tax Rate (QTR) will be $(0.0648) for unified and $(0.0324)
for non-unified districts for FY 2026 relative to FY 2025. In summary, these existing property changes
will have no overall fiscal impact as the lower increase in NAV will be offset by higher TNT rates.
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For new construction (rather than existing property), the FY 2026 JLBC Baseline assumed 2.15% growth.
Based on the assessors' latest information, new construction growth was 2.35%, or 0.2% higher than
projected. We estimate that the 0.2% adjustment will increase the amount of QTR revenues available to
cover K-12 Basic State Aid formula expenses by $4,704,300 in FY 2026. As a result, the General Fund
cost of the formula will decrease by a corresponding $(4,704,300).

Revised K-12 Formula Cost

Part of the estimated $(4,704,300) in Basic State Aid savings would be offset by costs in Homeowner’s
Rebate expenses since homeowners will receive a state subsidy on their portion of the projected QTR
increase from new construction. The estimated Homeowner’s Rebate cost for this issue is $1,176,100.
This is based on the proportion of new construction assumed to come from new Class 3 properties
(homes) in FY 2026 and the Homeowner’s Rebate percentage for FY 2026 (50.0%).

In total, these adjustments on new property and the Homeowner’s Rebate would decrease the net costs
of ADE’s FY 2026 Baseline by $(3,528,200) (see Table 1 below).

Table 1
Changes to JLBC Baseline
FY 2026
Lower Basic State Aid Cost — new construction $(4,704,300)
Additional State Aid (Homeowner’s Rebate) change 1,176,100
Net BSA & ASA TNT Change $(3,528,200)

Background

Pursuant to A.R.S. § 41-1276, the JLBC Staff is required by February 15 each year to compute and report
TNT rate for equalization assistance for the upcoming fiscal year to you. The TNT rate consists of the
Qualifying Tax Rate (QTR) used in the K-12 funding formula. For FY 2025, the QTR is $3.1860 for unified
school districts and $1.5930 for elementary and high school districts.

The purpose of TNT is to offset the statewide appreciation or depreciation of existing property with a
commensurate reduction or increase in the QTR. This rate change is intended to ensure that the total
statewide tax liability (associated with Basic State Aid) for existing properties remains unchanged
despite increased or reduced valuations.

New TNT Rates

To comply with the TNT law, the QTR must be adjusted in proportion to the statewide rate of
appreciation or depreciation of existing property. The FY 2026 Baseline estimate was based on a FY
2026 QTR of $3.0872 for unified school districts and $1.5436 for elementary and high school districts.

By comparison, under the revised existing property growth rate of 2.08%, the TNT calculation yields a FY
2026 QTR of $3.1212 for unified school districts and $1.5606 for non-unified school districts.

The differences between the budgeted, revised TNT rates are summarized in Table 2 below.



Table 2

FY 2025 Actual

FY 2026 Revised

FY 2026 Baseline

K-12 Education Tax Rates

Unified QTR Non-Unified QTR
$3.1860 $1.5930
$3.0872 $1.5436
$3.1212 $1.5606

Table 2 shows that the JLBC Baseline reduced the QTR rate for unified school districts by (9.88)¢, from
$3.1860 in FY 2025, to $3.0872 in FY 2026. The newest data results in the QTR being reduced instead by
(6.48)¢ in FY 2026 to $3.1212. This means that the revised QTR rate is 3.4¢ higher than under the

Baseline.

A.R.S. § 41-1276 requires that if the Legislature proposes a QTR that exceeds the newly calculated

FY 2026 TNT rate, the House Ways and Means Committee and the Senate Finance Committee must hold
a joint hearing on or before February 28 and publish a notice of that hearing prior to that date. In
addition to publishing a TNT notice, the 2 committees must also jointly issue a press release containing
the notice. The Legislature cannot adopt a state budget with rates that exceed the TNT rates unless
they are approved in a concurrent resolution by a roll call vote of two-thirds of the members in each

house.
RS/HO/GR:kp

xc:  Sean McCarthy, House
Nicole Lovato, House
Brenden Foland, House
Jeremy Bassham, House
Vince Perez, House

Fletcher Montzingo, Senate
Sean Laux, Senate

Liam Maher, Senate

Molly Graver, Senate

Sarah Brown, OSPB

Ben Henderson, OSPB



	Joint Legislative Budget Committee Staff
	Fiscal Memorandum
	Summary
	New TNT Rates

	Table 1
	Table 2
	 K-12 Education Tax Rates
	Non-Unified QTR
	Unified QTR


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /All

  /Binding /Left

  /CalGrayProfile (Gray Gamma 2.2)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /sRGB

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Remove

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

    /Arial-Black

    /Arial-BlackItalic

    /Arial-BoldItalicMT

    /Arial-BoldMT

    /Arial-ItalicMT

    /ArialMT

    /ArialNarrow

    /ArialNarrow-Bold

    /ArialNarrow-BoldItalic

    /ArialNarrow-Italic

    /ArialUnicodeMS

    /CenturyGothic

    /CenturyGothic-Bold

    /CenturyGothic-BoldItalic

    /CenturyGothic-Italic

    /CourierNewPS-BoldItalicMT

    /CourierNewPS-BoldMT

    /CourierNewPS-ItalicMT

    /CourierNewPSMT

    /Georgia

    /Georgia-Bold

    /Georgia-BoldItalic

    /Georgia-Italic

    /Impact

    /LucidaConsole

    /Tahoma

    /Tahoma-Bold

    /TimesNewRomanMT-ExtraBold

    /TimesNewRomanPS-BoldItalicMT

    /TimesNewRomanPS-BoldMT

    /TimesNewRomanPS-ItalicMT

    /TimesNewRomanPSMT

    /Trebuchet-BoldItalic

    /TrebuchetMS

    /TrebuchetMS-Bold

    /TrebuchetMS-Italic

    /Verdana

    /Verdana-Bold

    /Verdana-BoldItalic

    /Verdana-Italic

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 150

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 150

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects true

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /DAN <>

    /DEU <>

    /ESP <>

    /FRA <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /PTB <>

    /SUO <>

    /SVE <>

    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [600 600]

  /PageSize [612.000 792.000]

>> setpagedevice



