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The ATRA Legislative Policy Committee meets every Friday during the legislative session to review the
impact of all proposed legislation on taxpayers and Arizona’s public finance system. ATRA coordinates its
advocacy efforts in the Legislature on important public finance and tax bills. Through testimony in
committees and dissemination of information to legislators, ATRA serves as the leading statewide taxpayer
advocate at the Legislature.
ATRA staff would like to thank the members of ATRA’s Legislative Policy Committee and Chairman
Michelle Bolton for their guidance and combined efforts during the 2021 legislative session. Special
appreciation also goes out to members of ATRA’s Tax Policy Committee whose knowledge, under the
leadership of Chairman Bill Molina, has consistently proven to be indispensable to this organization’s
success during the legislative session and throughout the year.
During the First Regular Session of the 55th Legislature, 1,899 bills and resolutions were introduced. Of
the 1,774 bills introduced, 474 passed and were signed into law and 28 were vetoed by the Governor, though
some of those vetoed bills passed as new pieces of legislation. Thirteen of the 125 resolutions introduced
were adopted by the Legislature. This document summarizes key legislation ATRA supported, opposed,
and monitored.
Additionally, ATRA would like to thank ATRA board member Steve Trussell, Executive Director of
Arizona Rock Products Association and the Arizona Mining Association, and his staff for not only
continuing to host the Legislative Policy Committee meetings at their office, but for providing a hybrid
virtual option for ATRA as well.
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HIGHLIGHTS OF THE 2021 LEGISLATIVE SESSION
This document summarizes key legislation ATRA actively supported, opposed or monitored during the First
Regular Session of Arizona’s 55th Legislature. Due to the shortened 2020 session as a result of the pandemic, the
Legislature was historically busy in 2021. A record number of bills were dropped and the session lasted until the
end of June. Ultimately, it was an incredibly successful session for taxpayers. All pieces of the ATRA Legislative
Program ultimately became law save one and ATRA’s signature legislative goal on the tax front in reducing class
one property tax assessment ratios was included in the tax package. In a long session which required intense
negotiations to complete, it was particularly positive that all of the bills ATRA opposed failed to pass.
The major legislative issues where ATRA played a key role included the following measures:


Following years of advocacy, ATRA led a considerable coalition to advance the policy of reducing the
business property tax assessment ratio. In tax omnibus SB1828, lawmakers chose to reduce the Class One
ratio from 18% to 16% over four years beginning in FY23.



In an effort to improve the transparency of government audits, HB2018 and HB2906 included reforms to
require local governments publicly adopt their audits and make them available on easily accessible
websites. It also requires the Auditor General to publicly present their findings to governing boards.



In order to restore the extended corporate income tax filing to one-month after the federal deadline,
SB1350 extends Arizona’s due date in order to give corporate filers time to complete their extended state
filings after the federal return is due.



ATRA successfully advocated for several ‘good government’ bills to improve public finance processes.
HB2391 standardizes the adoption of property taxes on publicly available electronic worksheets. HB2112
improves the truth in taxation (TNT) process by requiring the official press release explain where and
when the TNT notice will be published and also have it posted to their website. SB1659 improves the
standardization of fire district budgets and also makes them more accessible online.

All bills ATRA actively opposed during the legislative session failed to pass and the following are a few examples:

 ATRA successfully opposed legislation that would have provided targeted tax breaks by expanding the
Class 6 property classification. SB1309 would have provided this tax break to a zero-sulfur gasoline
manufacturer in Kingman. HB2834 would have expanded Class 6 to qualified businesses based on
investment and salary thresholds when selected by local governments as part of development deals. This
would treat the Class 6 classification system as an economic incentive tool, which is unconstitutional
because the distinctions in property classifications must be uniform and not arbitrary.

 ATRA opposed SB1721, which would have rolled back recent reforms to the prime contracting TPT and
have resulted in tax increases.

 ATRA opposed efforts to further dilute the constitutional expenditure limitations (EL) on community
colleges by tinkering with the manner in which students are counted. SB1294 as introduced would have
allowed for a 10-year lookback for averaging district enrollment and counting students enrolled in
vocational and technical training twice but only in the current year, and not in the baseline formula, in
order to increase their EL.



ATRA successfully stopped HB2161, which would have transformed nonprofit tourism marketing entities
into governmental entities by giving them sales tax authority over hotels.
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LEGISLATION LISTED BY BILL NUMBER
LEGEND FOR ATRA'S POSITION:
S = Supported

FA = Favorably Amended

M = Monitored

BILL NUMBER, SHORT TITLE, AND PRIMARY SPONSOR
HB2018
HB2112
HB2161
HB2211
HB2268
HB2321
HB2373
HB2391
HB2442
HB2455
HB2802
HB2834
HB2835
HB2838
HB2879
HB2898
HB2906
SB1012
SB1105
SB1109
SB1294
SB1297
SB1298
SB1309
SB1350
SB1411
SB1449
SB1453
SB1823
SB1659
SB1721
SB1734
SB1752
SB1783
SB1828

schools; audits; financial records; budgets (Boyer/Udall)
truth in taxation; press releases (Bolick)
tourism marketing authorities (Pace/Kaiser)
TPT; prime contracting; exemptions; certificates (Cobb)
schools; total compensation statements (Grantham)
NOW: qualified facilities (Toma)
NOW: community college; expenditure limitation (Dunn)
county property tax information; worksheet (Kaiser)
county treasurers; reports; posting; website (Nutt)
S/E: county recreation improvement district
ambulance services; service areas (Burges)
economic development; project certification (Dunn)
theme park districts; extension (Cobb)
income tax; partnerships; S corporations (Chaplik)
S/E: DOR; administrative rulings; procedures (Toma)
K-12 BRB (Bowers) SFB reform portion
governance; audits; training (Hoffman) local gov't audit portion
community colleges; lease-purchase agreements; indebtedness (Mesnard)
ballot measures; 200-word description (Mesnard)
individual income tax; rate adjustment (Mesnard)
S/E: community college; expenditure limitation (Shope)
S/E: income tax filing extension; 2020 (Bolick)
fire districts; pension liability; financing (Shope)
property classification; gasoline manufacturing equipment (Shope)
income tax; returns; filing extension (Bolick/Leach)
unemployment insurance (Fann)
schools; state aid; adjustment (Kerr)
S/E: four-year degrees; community colleges (Boyer)
general appropriation act (Fann) Transwestern Pipeline refund portion
fire district annual budget; summary (Leach)
TPT; prime contracting classifications (Fann)
agricultural property; reclassification; notice (Kerr)
conformity; internal revenue code (Leach)
small business alternative tax (Mesnard)
tax omnibus (Fann)
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POSITION FINAL STATUS/CHAPTER #
S
S
O
S
S
M
M
S
S
O
O
O
M
M
S
S
S
M
S
M
O
S
M
O
S
M
S
M
S
S
O
S
S
M
S

Chapter 7
Chapter 98
Held in Senate
Held House WM
Chapter 260
Chapter 80
Chapter 421
Chapter 109
Chapter 113
Held Sen FIN
Disc./Held House HHS
Failed House COM
Chapter 298
Chapter 425
Chapter 342
Chapter 404
Chapter 427
Chapter 38
Chapter 345
Held Senate 3rd Rd
Held in House
Chapter 177
Chapter 241
Held Sen FIN
Chapter 178
Held House Rules/See SB1828
Chapter 156
Chapter 315
Chapter 408
Chapter 158
Held Sen COW
Chapter 151
Chapter 232
Chapter 436
Chapter 411
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ATRA LEGISLATIVE PROGRAM
HB2018 schools; audits; financial records; budgets (Udall)
Chapter 7
HB2018 makes several changes in Title 15 related to all public school audits and compliance
questionnaires. All school districts and charters (LEAs) must complete an annual compliance
questionnaire with their auditor to ensure compliance with state laws related to the uniform system
of financial records (USFR). However, they are often difficult to find if a LEA has not made them
available on their website. Also, independent auditors were not always making them available to
county school superintendents as required by law. HB2018 requires LEAs (instead of private
auditors) provide these documents (along with all financial audits) to the Department of Education
(ADE) who will make them publicly available on their website, as they already do with budgets and
annual financial records (AFR).
Further, HB2018 requires audits and questionnaires be publicly accepted by school boards. The law
requires the Auditor General provide the same details it provides ADE to the State Board of
Education so they can make decisions about legal compliance or misspending with full context.
Finally, districts are no longer required to file their budgets with the county school superintendent,
which is a historical requirement that is no longer necessary. Budgets are electronically passed to
ADE for acceptance, where counties can easily access them. The Senate version was SB1164
sponsored by Senator Boyer.
HB2112 truth in taxation; press releases (Bolick)
Chapter 98
The TNT laws require state and local governments provide notice of a pending property tax increase
in a newspaper of general circulation and issue a press release that includes the TNT notice.
HB2112 requires the press release to include the name of the newspaper and dates in which the
TNT notice will be published, and to post the press release to the jurisdiction’s website.
Additionally, the TNT notice must be included in the proposed and final adopted budgets.
See ATRA position paper in Appendix.
HB2211 TPT; prime contracting; exemptions; certificates (Cobb)
Held in House WM
HB2211 was the identical measure to the 2020 proposal under HB2404. HB2211 would have
simplified prime contracting by eliminating the thresholds for alteration projects and prevented any
contract from being subject to the prime contracting tax unless the contract would add or expand
square footage. HB2211 would have also required an annual renewal of exemption certificates in
order to reduce the noncompliance rate. The sponsor agreed to hold the bill in the House while
stakeholder’s worked on a compromise to the opposing measure in the Senate. See SB1721 in
opposed bills.
HB2391 county property tax information; worksheet (Kaiser)
Chapter 26
HB2391 requires all counties publish their rates and levies on a standard worksheet (such as Excel
or Google Sheets) developed by the Arizona Department of Revenue. At present, the publishing of
annual property tax data looks different in each county. Each county uses a different template and
include different levels of detail. The bill also requires counties post the worksheet in a prominent
location of the county’s website within seven days of adopting the annual rates and levies.

HB2906 NOW: local gov.; audits; public meeting (Livingston)
Chapter 427
HB2906 increases the transparency of local government audits. Specifically, it requires the local
governments of counties, cities and towns, and community college districts to have the auditor who
conducted the audit to present any findings to the governing body in a public meeting within 90
days after completion. HB2906 was introduced as SB1074 and later had an unrelated amendment
added to it. See ATRA position paper in Appendix.
SB1828 tax omnibus (Fann)
Chapter 411
SB1828 made several changes to the tax code, of which ATRAs principal interest was the reduction
of the property tax assessment ratio for class one property for commercial and industrial property.
The bill lowers the ratio by a half percent over four years starting in FY23, going from 18% to 16%.
The homeowner rebate is increased from 47.19% to 50% in FY23. To offset potential revenue losses
to fire districts, the bill increases their maximum tax rate from $3.25 to $3.375 in FY23 and $3.50
in FY24.
The omnibus makes considerable changes to the individual income tax system. The four marginal
tax rate brackets with a top rate of 4.5% are consolidated to two brackets at 2.55% and 2.98% in
FY23. Revenue triggers lead to further rate reductions in subsequent years and if general fund
revenues are greater than $12.98 billion, a flat tax of 2.5% is adopted in the next year, as early as
FY24. Urban revenue sharing for municipalities is increased from 15% of collections to 18% in
FY24.
The bill had several other tax provisions, to include several changes to tax credits. Changes to the
unemployment insurance system are covered below in SB1411. See ATRA position paper in
Appendix.
SB1350 income tax; returns; filing extension (Leach)
Chapter 178
Before changes were made to federal filings several years ago, corporate filers had one month to
process state taxes after federal extended filings were due. For nearly all corporate filers, an
extension is sought so their filing is not due until six months after the April deadline. Arizona’s
corporate filing is due on the same day as the extended federal filing, meaning tax departments must
complete the federal and all state filings at the exact same time, causing considerable challenges
particularly for multi-state filers. Because state income taxes are based on the federal income tax
code, the state filing cannot begin until after the federal filing is complete. SB1350 simply resets
the timeline by adding one month to the due date for extended corporate state filings, meaning they
will be due seven months after the original due date instead of six. The House version was HB2114
sponsored by Rep. Bolick. See ATRA position paper in Appendix.
SB1449 schools; state aid; adjustment (Kerr)
Chapter 156
In the situation where a change in property valuation as a result of a judgement causes a school
district to repay a taxpayer for prior tax years, state law allows the district to apply for additional
state aid to correct for the portion the state would have owed if the new valuation was otherwise
recognized in those years. SB1449 added to judgements a decision from the state or county board
of equalization as well as corrections in value from the Arizona Department of Revenue.
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Normally, small judgements are managed with fractional tax rate adjustments. However in rare
occurrences when a major taxpayer in rural areas has a correction, the resulting tax impact can be
large. In these cases, the state should pay its amount of the settlement via state aid through the
equalization formula.
SB1449 is retroactive in order to help resolve an issue where a valuation change from an ADOR
correction occurred in Yuma County, and therefore the new law will help protect property taxpayers
from paying the state’s share of the K-12 formula.
SB1659 fire district annual budget; summary (Leach)
Chapter 158
Expands the list of revenues and expenses that must be included in fire district budgets, similar to
other local government budgets. Specifically, SB1659 requires fire district budgets include
additional information such as beginning fund balances, estimated full-time employees, personnel
compensation and employee-related expenses for retirement and health care costs, annual debt
payments, and unanticipated contingencies. Furthermore, fire districts must have their budgets fully
itemized on forms provided by the Auditor General. Also under current statute, fire districts that
do not have a website may post their budgets and audits to the website of a fire district association.
To reinforce the intent of the law that the posting requirements are not an option, SB1659
specifically requires fire districts without a website to post their budgets and audits on the Fire
District Association website. See ATRA position paper in Appendix.

OTHER PASSED LEGISLATION ATRA SUPPORTED
HB2268 schools; total compensation statements (Grantham)
Chapter 260
HB2268 requires the governing body of all districts and charters (LEAs) to provide each employee
with a total compensation statement each year that is categorized by benefit or payment. It shall
include all pay, medical benefits, retirement benefit plans including social security, and any other
fringe benefits. While the employee cost (~12% of each paycheck in 2021) for their defined benefit
retirement pension can cause angst, a statement explaining the value of all benefits may contribute
to improved morale and retention.
HB2442 county treasurers; reports; posting; website (Nutt)
Chapter 113
Under current statute, county treasurers are required to report accounts of collection, custody, and
disbursement of public revenue to the county board of supervisors (BOS) each month and at the end
of each fiscal year. HB2442 requires the county treasurer to also post these reports on the treasurer’s
website within five days after the treasurer submits the report to the BOS.
HB2879 NOW: draft rulings, procedures, notices (Toma)
Chapter 342
Codifies DOR’s authority to issue draft rulings, procedures, notices and administrative
announcements that apply to tax laws and regulations. DOR must allow for and accept written
public comments, and may amend the draft as a result. If DOR chooses not to incorporate comments
in the final version, the Department must respond to the comment explaining the basis for that
decision and preserve that response as a public record. A draft becomes final within 30 days
8

following public comments, unless withdrawn by DOR, and must be signed by the Director.
Requires DOR to maintain on its website a publicly accessible record of all draft and final rulings
and must prominently announce additions, modifications, and other changes on the DOR website’s
home page. Lastly, HB2879 included the agency deference provision that currently exists in Title
12 to clarify that the courts must decide all questions of law without deference to any determination
made by the Department.
Private Taxpayer Rulings: Within 30 days after receiving a written request for a private taxpayer
ruling, the Department must meet with the requestor to discuss the facts and circumstances
pertaining to the request unless waived by the requestor. The Department must provide the requestor
with a draft of the letter ruling at least 30 days before issuing the ruling. If requested by the
requestor, the Department must meet with the requestor within 14 days after providing the draft
ruling to discuss the contents of the draft ruling. Increases from 45 to 90 the number of days in
which the Department must issue a letter ruling after a request is submitted, unless both the
Department and requestor agree to delay the ruling. If the Department declines to issue a ruling, the
Department must issue appropriate written assistance or advice that explains the reason the
Department declined to issue the ruling and must provide a general discussion of relevant tax
principles or applications.
HB2898 K-12 BRB; specifically the SFB reform provisions (Fann)
Chapter 404
Originally filed as HB2555, the School Facilities Board (SFB) reforms included in HB2898 place
the agency within the Department of Administration (ADOA) as the Division of School Facilities.
The oversight board sets policies and procedures and manages the new school construction
approvals while the division itself manages the Building Renewal Grant (BRG) program and dayto-day operations of what was formally under the purview of SFB. The oversight board is reduced
from nine to seven members and calls for two members who have construction experience but
whose business does not include education. SFB is allowed to use BRG funds to procure
assessments before a grant is awarded. SFB will brief the Joint Committee on Capital Review
(JCCR) once per year on the use of all funds and activity. The oversight board continues to hold all
existing state debt from SFB issues.
The original bill, HB2555, was amended in Senate Appropriations to remove the oversight board
entirely and have all roles and responsibilities conducted by ADOA. ATRA opposed this version
and the bill failed on Senate Third Read. The bill as passed the House then was included in the K12 Budget Reconciliation Bill.
SB1105 ballot measures; 200-word description (Mesnard)
Chapter 345
The length of the description of a proposed ballot initiative and referendum on the official circulated
petition is changed to allow a 200-word description from a 100-word description. Voter initiatives
are becoming increasingly complex and a challenge to the description in Prop 208 failed in the
courts because proponents could rely on the argument that they were limited to just a 100-word
description, ergo the description could leave out key features of the proposed law. Signatories
should have the benefit of a more complete explanation of the key provisions of a measure before
they agree to support.
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SB1297 NOW: income tax filing extension; 2020 (Shope)
Chapter 177
Following the announcement by the U.S. Treasury Department and the Internal Revenue Service to
extend the income tax filing deadline for tax year 2020, SB1297 extended the state income tax filing
deadline from April 15, 2021 to May 17, 2021. The May 17th deadline also applied to contributions
to qualifying charitable organizations, school tuition organizations, public schools for fees and
contributions, and certified school tuition organizations. Emergency measure.
SB1823 general appropriation act (Fann) Transwestern Pipeline refund portion Chapter 408
Originally introduced as SB1603, the budget feed bill included a provision to fund the refund in a
property valuation case. After years of litigation over the valuation for a large Arizona pipeline, the
State has finally conceded its methods for valuing the property were not in accordance with the law.
The impacted jurisdictions owed approximately $17 million back to the plaintiff. Given this was
Centrally Valued Property administered by the Department of Revenue and the impact was felt
across dozens of rural jurisdictions, it was appropriate for the State to hold these districts harmless
by paying for the cost of the tax refund. It was ultimately included in the budget as an appropriation
to ADOA to administer to impacted subdivisions. It includes procedures to ensure correct amounts
are dispersed and that taxpayers get recognition for the payments and are not double taxed.
SB1734 agricultural property; reclassification; notice (Kerr)
Chapter 151
SB1734 requires a heightened notice from the County Assessor for the unique situation where Class
2 Agriculture property is reclassified as a different use. The new law requires the notice be sent by
certified mail instead of via regular mail. Losing the agricultural status of one's property creates a
significant property tax increase and sending the notice via certified mail ensures taxpayers are
aware of this important change.
SB1752 NOW: internal revenue code; conformity (Leach)
Chapter 232
SB1752 enacted conformity to the IRC in effect on January 1, 2021, including provisions that
became effective during 2020 and including those provisions of the Families First Coronavirus
Response Act, the Coronavirus Aid, Relief, and Economic Security Act, the Paycheck Protection
Program Flexibility Act of 2020, and the Consolidated Appropriations Act, 2021. Specific
conformity provisions included the temporary removal of the 80% limit on net operating losses
(NOL) and allows a five-year carryback for losses incurred in calendar years 2018 through 2020.
Additionally, the $250k and $500k limit on losses by pass-through businesses was also removed
for tax years 2018 through 2020.

FAILED LEGISLATION ATRA OPPOSED
HB2161 tourism marketing authorities (Kaiser)
Held in Senate Commerce
HB2161 proposed to allow private lodging entities to vote to turn a nonprofit tourism agency into
a governmental entity with the authority to add up to a $5 per room night bed tax for the purposes
of tourism promotion in a region or area. The bill would grant governmental status and taxation
authority to an existing private entity which contracts with a city or county to promote tourism. The
makeup of the new governing body is largely unchanged from the existing private nonprofit board.
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The existing leadership in the private entity becomes the new governing board with only one elected
official added.
The rate structure for the additional TPT was designed for considerable discretion and flexibility.
Though there would be a $5 cap and the tier structure is based on room night charges, there would
be nothing stopping an authority for charging the maximum amount for one tier and nothing for
another tier. The Senate version was SB1101 sponsored by Senator Pace.
HB2455 S/E: county recreation improvement districts (Cobb)
Held in Senate Finance
Under current statute, a county improvement district is a tax-levying district that is governed by the
county board of supervisors (BOS). The strike-everything amendment to HB2455 would have
changed the governance of a District to a three to five-member board of directors that would
originally be appointed by the BOS and subsequently elected to serve four-year terms. The powers
of the District were expanded to improve and maintain levees and other structures, maintain
adequate water levels in the District, and to provide personnel for the safe use and enjoyment of
District property for members and their authorized guests. According to Navajo County officials,
the legislation was intended for the White Mountain Lake County Recreation Improvement District
seeking local control. ATRA was mainly opposed to the expansion of the powers of the District and
agreed to work with Navajo County over the interim.
HB2802 ambulance services; service areas (Burges)
Disc./Held in House HHS
Under the laws regulating certificates of necessity (CON), public and private providers must submit
their applications to the Department of Health Services (DHS). DHS is then required to notify all
existing providers and other interested parties that may be impacted. The Administrative Law Judge
(ALJ) is required to hold a hearing to review the facts of the case and to ensure existing ambulance
services will be maintained and improved and not detrimentally impacted. HB2802 would have
eliminated this process and removed the ability of others to participate. HB2802 was advocated for
by the fire districts and opposed by private ambulance providers.
HB2834 economic development; project certification (Dunn)
Failed House Commerce
HB2834 would authorize cities and counties to grant certain properties Class 6 property
classification in a development agreement as an incentive tool. Presently, properties are classified
in Arizona by use and Class 6 is a highly sought after designation because instead of an 18%
commercial assessment ratio, Class 6 properties pay property taxes on just 5% of value. HB2834
changes the framework of property taxation by allowing local governments to lower assessment
ratios for select businesses if the entity agrees to certain conditions in an incentive package as
determined by the city or county.
In the proposed bill, businesses would qualify if they make investments larger than a specific dollar
threshold that changes based upon the size of surrounding area and hire a certain number of
employees as determined by the Arizona Commerce Authority.
ATRA opposed HB2834 not only on the basis that expansion of Class 6 as an economic
development tool is poor public policy, but it is very likely unconstitutional. The America West
Airlines and Mathias cases have made clear that the constitutional uniformity clause demands
property of similar kinds not arbitrarily be put in different classes. “Classifications, to pass state
11

constitutional muster, must be based on inherent, qualitative, genuine, rational differences between
the classes of property to be accorded different treatment.”
SB1294 S/E: community college; expenditure limitation (Shope)
Held/Struck in the House
As a strike-everything amendment in the Senate, SB1294 provided a 10-year lookback for averaging
district enrollment for purposes of setting their constitutional expenditure limits (EL). The current
lookback of five years was passed over ATRAs objections in 2016. The bill also proposed a 1.0
additional weight for students in CTE courses for purposes of the EL. In 2016, colleges originally
asked for a 0.6 bump but were asked by lawmakers to narrow it to a 0.3 boost. The 1.0 addition
would triple the current EL boost. This change would not similarly adjust the measure of counting
students in the 1980 base year, so the formulaic population factor would not be an “apples to apples”
comparison, which is the clear purpose of the constitutional limits. ATRA opposed because it sets
the extraordinarily bad precedent of the Legislature providing EL relief through creative accounting,
signaling to other jurisdictions that they too can avoid public conversations and voter scrutiny by
simply tinkering with population formulas.
SB1309 property class; gasoline manufacturing equip. (Shope)
Held in Senate Finance
SB1309 would have provided special property tax treatment for a company to build a zero-sulfur
gasoline facility in Kingman. SB1309 would have classified the real and personal property for such
a facility under class 6, assessed at 5%, instead of class 1, which is assessed at 18%. Additionally,
the personal property for this property would have been provided accelerated depreciation. ATRA
has consistently opposed targeted tax breaks such as these in favor of reducing the assessment ratio
for all class 1 properties to increase equity within Arizona’s property tax system. See ATRA position
paper in Appendix.
SB1721 TPT; prime contracting classification (Fann)
Held in the Senate
SB1721 would have eliminated the recent reforms that moved contracts associated with
maintenance, repair, replacement, and alteration (MRRA) out of prime contracting to a tax on
materials at retail. Instead, any contract in which the price exceeded specific thresholds would be
subject to tax under prime contracting, regardless of the activity performed under the contract. For
residential units, the threshold was set at $100,000 and $1 million for all other contracts. ATRA’s
main opposition to the measure was that it would increase taxes on costly “replacement” contracts
that are not currently subject to any dollar threshold under MRRA, and therefore, would expose
taxpayers to a massive tax increase under the prime contracting tax for contracts that breach the $1
million threshold. ATRA offered a compromise to keep the new residential threshold at $100,000
but remove the dollar threshold for all other contracts to avoid a major tax increase. Consequently,
that compromise was not accepted by the Arizona League of Cities & Towns, and as a result, the
sponsor agreed to hold the bill. See ATRA position paper in Appendix.

SELECTED LEGISLATION ATRA MONITORED
HB2321 NOW: qualified facilities (Toma)
Chapter 80
Under the current Qualified Facility tax credit program, defined investments qualify for a refundable
income tax credit that is the lesser of 10% of the qualifying capital investment or $20,000 for each
12

net new full-time employment position. HB2321 expands the program for applicants that invest $2
billion or more to a refundable income tax credit of 10% of the investment or $30,000 for each net
new full-time employment position. Increases the total income tax credit cap that can be approved
each calendar year from $70 million to $125 million. Current law also requires the State Treasurer
to pay state prime contracting revenues generated from a qualifying manufacturing project to a
municipality or county to fund up to 80% of the public infrastructure costs associated with the
project. HB2321 extends that policy from the current sunset date of September 30, 2023 through
September 1, 2033.
HB2373 NOW: community college; expenditure limitation (Dunn)
Chapter 421
With a related bill SB1294 failing to advance, HB2373 was amended to provide temporary relief to
community college districts on expenditure limit (EL) penalties in FY 2022 alone. There are no
statutory changes; the session law provides for a lesser fine of $5,000 if the district exceeds its EL
in FY 2022 by less than 5%, $15,000 fine if between 5% and 10%, and $20,000 if between 10%
and 12% over their constitutional EL. If the district is above 12%, the fine is as provided by statute
and reduces state aid.
HB2835 theme park districts; extension (Cobb)
Chapter 298
The theme park district law is extended through 2031 from 2020 and modified in several ways. The
bill was primarily advanced by the Arizona Diamondbacks as an effort to sell municipal bonds to
be paid for by the users of the proposed district. Since its inception, no theme park district has been
established, though it was limited to certain rural areas. HB2835 expands districts to any city with
more than one million persons or any county with more than 125,000 persons. Sports venues are
included in the definition and it clarifies that while a district may include a hotel, only a district with
more than 20 acres or 1 million square feet of improvements. It allows the tax on items in the district
to repay the bond debt may be less than a 9% rate, but only if the size of the district is the same as
above. Any hotel in the property must be deeded back to the prime lessee and become subject to ad
valorem taxes when the bonds are fully paid.
The total amount of bonds which may be sold in all theme park districts statewide is increased from
$1 billion to $2 billion. A theme park district must be located entirely within the city it is created
and must be contiguous. Any user in the district may not relocate until the bonds are terminated. A
representative of the board must present to JLBC to report on any aspect of the operation to include
the annual audit. The makeup of the theme park board adds one member of the county Board of
Supervisors and removes one member of the city council from the city establishing the district.
HB2838 income tax; partnerships; S corporations (Chaplik)
Chapter 425
HB2838 allows non-corporate businesses to elect to be taxed at the entity level. This treats state
income taxes on businesses similarly to other business taxes such as property taxes, which would
then not be counted as state and local taxes paid by the owners for purposes of the federal $10,000
State and Local Tax (SALT) deduction cap. Partnerships and S Corporations in Arizona with
income above $150k in the prior year are eligible. The result is taxpayers could elect to deduct their
entire amount of state income taxes resulting from the aforementioned business income from their
federal income taxes and not be limited by the SALT cap, which was created by the 2017 Tax Cuts
and Jobs Act.
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The business entity would owe income taxes at a flat 4.5% rate. The entity receives a credit for
taxes paid by the entity or owners in other states. The business owners then add back to their Arizona
gross income their pro-rata share of the amounts deducted from their income on their federal
income. The business owner(s) receive a pro-rata credit on their personal income tax filing for taxes
paid by the entity. The law as amended removes the five-year carryforward and retroactivity to tax
year 2018. The law is effective beginning January 1, 2022. The measure has no impact on the state
general fund because all income taxes are otherwise owed.
SB1012 comm. colleges; lease-purchase agreements; indebtedness (Mesnard)
Chapter 38
SB1102 extends the maximum amortization period for lease-purchase debt for community college
districts from 15 to 20 years. The amount of outstanding lease-purchased debt for counties with
more than 750,000 persons (both Maricopa and Pima Districts) is increased from $15 million to $50
million with an annual cap of $25 million. The House version was HB2432 sponsored by Rep.
Bolick.
SB1109 individual income tax; rate adjustment (Mesnard)
Held in Senate
Beginning in FY 2022, SB1109 proposed an automatic annual reduction in individual income tax
rates based upon revenues generated above the rate of population growth and inflation (metro
Phoenix CPI) as calculated by the Department of Revenue. Rates would be reduced by an amount
equating to half of the revenues generated above population and inflation, called the “structural
surplus,” essentially meaning the government and taxpayers split this surplus amount.
SB1298 fire districts; pension liability; financing (Shope)
Chapter 241
Allows a fire district board to lease, lease-purchase, or grant a lien on any or all of its present or
future property to pay amounts to the Public Safety Personnel Retirement System (PSPRS), Pension
Prefunding Plan Investment accounts, and the Arizona Employer’s Pension Prefunding Plan and to
create reserves to supplement such payments as deemed necessary by the board. ATRA was neutral
on the bill since it would allow fire districts to take advantage of the current low interest rates to
pay down their PSPRS unfunded liabilities. Emergency measure.
SB1411 unemployment insurance (Fann)
Included in SB1828
Changes to the state’s unemployment insurance (UI) program morphed considerably throughout the
legislative session. Ultimately the issue became a part of the budget package and was included in
the tax omnibus bill, SB1828. Beginning in 2023, the first $8,000 in wages is subject to the UI tax,
from $7,000. Beginning in FY 2023, the maximum weekly benefit is increased from $240 to $320.
The amount of weekly income a person collecting UI may earn before their benefit begins to decline
by a corresponding amount, called earnings disregard, is increased from $30 to $160 per week in
FY 2023. As part of an effort to shore up the UI trust fund, which was heavily depleted during the
pandemic, the State is adding $62 million to the fund from the General Fund. In addition, the State
is electing to use $70 million of Coronavirus Relief Funds and $766.9 million in Federal American
Rescue Plan (ARPA) funds to plus up the UI fund to prevent tax increases on businesses who would
otherwise pay higher rates because the formulaic UI rate model requires higher payments when the
fund balance is low. Statutory changes passed in SB1828 (see above).
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SB1453 NOW: community colleges; four-year degrees (Boyer)
Chapter 315
SB1453 allows community college districts to offer four-year degree programs. In Pima and
Maricopa counties, in the first year of offering four-year degrees, they are limited to no more than
5% of their total offerings. After four years, that is increased to 10%. In those counties, tuition is
limited to 150% of the tuition per credit hour of any other district program. Degree programs must
be regionally accredited. A workforce need in the state and demand must be demonstrated. The
college must show the program does not unnecessarily duplicate a program offered by other higher
education institutions in the state. A state university in the same county as a college with a new
four-year program offering must be notified and may submit in writing their position on the new
program to the governing board. ATRA successfully sought an amendment to ensure that out-ofcounty tuition charged to counties without a college district will not factor expenses from students
in 300 and 400 level classes.
SB1783 individual income tax; rate adjustment (Mesnard)
Chapter 436
SB1783 proposes an optional income tax for small businesses to pay at the entity level, meaning
the business itself would pay individual income taxes, rather than on income passed through to the
owners where it is taxed as ordinary income. A “small business taxpayer,” defined as anyone with
income from certain sources, would pay taxes similarly to individual income taxpayers but file a
separate tax return for that income. Individual income taxes would include a subtraction for the
income from a “small business” adjusted gross income so it would not be taxed twice. This also
makes these amounts not subject to the Prop 208 3.5% surcharge. Small businesses would pay on
the same rates as individual income taxpayers with the applicable rate adjustments due to the
revenue “triggers” as also provided in SB1828. Credits are created for taxes paid in other states.
Small business income would be defined as all profits from Schedule B for interest and ordinary
dividends, schedule C for business profit or loss, schedule E for supplemental income or loss,
schedule F for farming profit or loss, Form 4797 for the sale of business property and Form 4835
for farm rental income and expenses. Also included is capital gains reported on a Schedule D related
to interest in business ownership. The bill is retroactive to Dec 31, 2020.

PASSED LEGISLATION ATRA OPPOSED
None
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ARIZONA TAX RESEARCH ASSOCIATION
2021 LEGISLATIVE PROGRAM
Introduction/State Budget
ATRA’s legislative program is developed each year with recognition that the Legislature and Governor’s
highest priority for the session should be passing a Fiscal Year (FY) 2022 state budget that is balanced
and sustainable.
Prior to the coronavirus, Arizona was riding a wave of strong economic growth and the state’s fiscal
condition was strong. The 2020 legislative session was shortened following the passage of what was
referred to as the “skinny” budget. Arizona’s strong cash position was replaced with new estimates of
billion dollar deficits.
Fortunately, the Arizona economy has benefited from some $32 billion in federal stimulus monies and
most state revenue collections are exceeding budgeted estimates. Current estimates are that the FY 2021
ending cash balance will be $411 million with a projected ending balance for FY 2022 of $93 million.
ATRA will provide updated state budget recommendations to the Legislature after the JLBC and the
Office of Strategic Planning and Budgeting (OSPB) have submitted their recommendations for the FY
2022 budget.

Taxation
Property tax reform. ATRA has led the effort to reform Arizona’s property tax system and reduce the
disparity in tax treatment between business and residential property. As a result of previous ATRAbacked legislation passed in 2005, 2007, and 2011, steady progress has been made in reforming the
underlying policies that drive Arizona’s high business property taxes. That progress is the direct result
of policymakers addressing the root cause of that problem: the shift of taxes from residential property to
business through higher assessment ratios on business property.
Most legislative sessions include debates surrounding reforms to Arizona’s tax code. ATRA believes any
effort to reform Arizona’s tax system should include further reductions to the class one assessment ratio
with the ultimate goal of 15%. Despite the progress that has been achieved in this area, Arizona’s high
effective tax rates continue to be the number one tax impediment in attracting new industry to Arizona.
Prevent greater access to the property tax. For the 2021 session, ATRA will oppose efforts on the
part of Arizona state and local governments and special districts to increase access to the property tax
base. Despite widespread recognition that Arizona’s business property taxes are a major impediment to
economic development, there is considerable pressure each year at the Capitol to increase access to the
property tax.
In addition, ATRA will advocate for the continued compliance with the state’s Truth-in-Taxation (TNT)
law. Since its passage in 1998, the state has consistently complied with the TNT law. For the last six
years, the Qualifying Tax Rate and the State Equalization Tax Rate have fallen as a result of the TNT
law. While those rates have both risen and fallen with the fluctuations in the real estate market, ATRA
17

believes adherence to the TNT law is an important principle that has, and will continue to benefit
taxpayers over time.
Targeted Property Tax Breaks. For decades, ATRA has led the effort at the Capitol to oppose rifleshot property tax breaks to specific industries. ATRA will continue to support policies that provide for
equitable treatment among property taxpayers and oppose efforts that undermine that important policy
principle.

For the 2021 session, ATRA will pursue the following legislation:
Reduce the assessment ratio on class one property below the current 18%.
ATRA will support legislation to reduce the assessment ratio on class one property below the current
18% level, similar to last session’s SB1398. SB1398 cleared the Senate 17-12 only to become a casualty
of the shortened session. (Sen. Mesnard – SB1108)
Truth in Taxation
While the TNT law has been highly effective at the state level, TNT has been less transparent at the local
level. Although statute requires the TNT notice be published in a newspaper of general circulation, most
taxpayers affected by the tax increase never see the notice unless they subscribe to the publication. In
many instances, the number of subscribers to these publications of “general circulation” represent a small
percentage of the total taxpayers that reside within the boundaries of the local taxing jurisdiction. Statute
currently requires the governing body to also issue a press release containing the TNT notice. ATRA
will pursue legislation that requires the press release be posted on the local jurisdictions’ website and
that the press release include the name of the newspaper in which the TNT notice will be published and
the dates of publication. (Rep. Bolick – HB2112)
Property Tax Judgments
Current state statute (ARS § 15-915) requires the state equalization aid for a school district to be
recalculated as a result of a change in assessed valuation from a court judgment. ATRA will pursue
legislation to expand ARS § 15-915 to include a final decision of the county or state board of equalization.
(Sen. Kerr – SB1734)
Property Tax Rate Setting Transparency
Property tax rates and levies are adopted by County Board of Supervisors on the third Monday in August
for all jurisdictions in the county. Presently, this is recorded differently in each county and presented in
15 unique formats. This creates a lack of uniformity and clarity for taxpayers and government alike.
ATRA will pursue a law that requires counties also record these taxes on a standard worksheet form
developed by ADOR to improve transparency, accuracy, and data sharing. (Rep. Kaiser – HB2391)
Sales Tax
Prime Contracting Simplification
In 2012, Governor Brewer’s TPT Simplification Task Force recommended the state “aggressively” transition
from the current prime contracting tax to a tax on materials at retail. In the years following that recommendation,
the Legislature changed how TPT is applied to activities involving maintenance, repair, replacement, and
alteration (within certain thresholds) from prime contracting to a tax on materials at the point of sale, now known
as MRRA. MRRA simplified tax compliance for contractors that only work on MRRA projects; however,
contractors involved in both MRRA and prime contracting activities experienced new compliance burdens.
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ATRA will support legislation to simplify MRRA by eliminating the current thresholds for alteration projects,
and instead, only tax contracts under prime contracting that add or expand square footage. (Rep. Cobb – HB2211)

Corporate Income Tax
Extending Arizona’s corporate income tax filing deadline
ATRA will pursue legislation to extend Arizona’s corporate income tax filing deadline 30 days beyond
the filing deadline of federal extensions. Currently the deadline for filing Arizona’s corporate income tax
returns coincides with the deadline for filing the federal corporate income tax return. This change will
provide considerable administrative compliance relief to Arizona corporations as well as improve the
quality of their Arizona corporate tax filings. (Rep. Bolick – HB2114)

Public Finance
Transparency of K12 School Audits
In an effort to drive more transparency over the state’s largest expenditure, ATRA will pursue legislation
to make it easier for private citizens to access public school audits and compliance questionnaires.
Presently, many districts and charters (LEAs) do not make these available and they must be requested
through FOIA. Audits often do not describe compliance with state laws and rules, making compliance
questionnaires a critical tool for monitoring these agencies. Additionally, it is reported that governing
board members are often unaware of the results of these audits and are either not discussed at board
meetings or quietly adopted in consent agendas. If an LEA is reported by the Auditor General for
noncompliance, little detail is presently provided to the State Board of Education, who is charged with
enforcing remedies for noncompliance.
State law should demand important documents such as audits and questionnaires be made easily
accessible to the public. The Department of Education already publishes budgets and the annual financial
reports on their website for each district and charter; audits and questionnaires should be similarly
accessible. Governing boards should publicly accept these documents by roll call vote, closing the
accountability loop on these important reviews. It also gives the board and the public the opportunity to
discuss them. Finally, the bill would require the Auditor General detail in writing the deficiencies of
noncompliant LEAs to the State Board and Department of Education to empower their decision making.
(Rep. Udall – HB2018)
Local Government Financial Audits
The local governments of counties, community colleges, cities and towns are required to have their audits
completed within nine months following the end of the fiscal year. These audits are imperative to
keeping local governments accountable to the expenditure of taxpayer dollars. A lot of time and money
goes into these audits; however, the publication of these audits go virtually unnoticed, sometimes even
among members of the governing boards. ATRA will pursue legislation that requires the auditor to
present the findings of audits in a public hearing and require the governing boards to publicly accept
these audits. (Sen. Livingston – SB1074)
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS HB2018
Closing the Accountability Loop on School Audits
HB2018 (HB2106 in the 2020 session) makes several changes in Title 15 related to all public school
audits and compliance questionnaires. The bill received unanimous votes in the House and Senate in
2020 before COVID closed the session. There are four major provisions:
1. Compliance Questionnaire transparency: All school districts and charters (LEAs) must
complete an annual compliance questionnaire with their auditor to ensure compliance with state
laws related to the uniform system of financial records (USFR). However, they are often difficult
to find if a district has not made them available on their website. Also, independent auditors were
not always making them available to county school superintendents as required by law. HB2018
requires LEAs (instead of private auditors) provide these documents (along with all financial
audits) to the Department of Education who will make them publicly available on their website,
as they already do with budgets and annual financial records (AFR).
2. Board Awareness: Elected school board members should be aware of all audits and compliance
questionnaires. The public should also have the opportunity to see and comment on these reports
at board meetings. HB2018 requires audits and questionnaires be publicly accepted by school
boards.
3. State Board of Education (SBE) Awareness: When the SBE is brought a problem from the
Auditor General on LEA misspending or noncompliance, there is little detail of the extent of the
problem. This is the only meaningful opportunity for these issues to be made public, and the SBE
should have the detail to understand the nuance of the situation. The change in 15-271 requires
the Auditor General provide the same details it provides ADE to the SBE so they can make
decisions with full context.
4. Requirement simplification: A.R.S. §15-905 is changed to no longer require school districts file
their budgets with the county school superintendent, which is a historical requirement that is no
longer necessary. Budgets are electronically passed to ADE for acceptance, where counties can
easily access them.
Public documents like audits and questionnaires should be publicly available and easy to find. HB2018
helps close the accountability loop on these documents. Importantly, it will help the SBE make
decisions how to manage noncompliant LEAs by providing them more context. Lastly, it removes an
outdated requirement for school districts related to budget posting. ATRA encourages lawmakers to
vote Yes on HB2018.
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS HB2112
Truth in Taxation (TNT) Requirements
Background
State and local governments go through several steps in crafting their annual budgets and a big part of
the discussion involves whether or not to increase property taxes. If the decision is made to increase
taxes, the Truth in Taxation (TNT) laws require the taxing entity to provide notice of the tax increase to
taxpayers. Those requirements currently consist of publishing the TNT notice twice in a newspaper of
general circulation and issuing a press release.
TNT is more transparent and effective at the state level but less so at the local level. Although
government is required to issue a press release, there’s no certainty that the information included in the
press release will ever reach the public. Additionally, in order for a taxpayer to see publication of the
TNT notice, they would have to subscribe to the specific newspaper chosen to publish the notice by the
taxing entity. And although the discussion of increasing property taxes has a major impact on the
budget, there is no requirement that the TNT notice be included in the budget.

Basis for ATRA’s Support
HB2112 raises awareness when taxing entities intend to increase property taxes by requiring the TNT
notice to be included in the taxing entity’s proposed and adopted budgets. Furthermore, the press
release must include the name of the newspaper in which the TNT notice will be published, the dates of
publication, and must be accessible to the public from the taxing entity’s website.

ATRA ASKS LAWMAKERS TO VOTE YES ON HB2112!
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS HB2391
Modernize the Publication of Property Tax Rates & Levies
Background: One of the fundamental tenets of transparent government is presenting important data in
ways citizens can understand. At present, Arizona’s property tax system is an “insider’s game” meaning
only those who know how to access and digest property tax rates can turn the data into useful information.
The publishing of annual property tax data looks different in each county. Each county uses a different
template and include different levels of detail. Turning the data into useful information is left to experts.
Each year after property tax rates are adopted in August, the Arizona Department of Revenue (ADOR)
produces the Average Statewide Property Tax report. Combing through the hundreds of jurisdictions is
laborious work made more difficult by the lack of standardization, requiring manual data-entry from
scanned PDFs. The same is done by any other entity doing tax analysis, such as CPAs.
Solution: HB2391 simply requires all counties publish their rates and levies on a standard worksheet
(such as Excel or Google Sheets) developed by ADOR.
Rationale: Key government data should be produced in a manner that is useful to citizens. By producing
this critical taxpayer data on a worksheet, the information becomes democratized, letting interested
citizens crunch their own data.
By publishing the information on worksheets, other governmental agencies who rely on the information
will also benefit. It will also improve historical record keeping.
By making this information “smart,” errors will be easier to spot and more quickly resolved.
HB2391 is a simple modernization bill that is good for government and taxpayers alike.
ATRA encourages lawmakers to vote Yes on HB2391.
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS SB 1074
Transparency in Local Government Audits
Background
The budgeting process of counties, community colleges, cities and towns is a very public process in
which the governing bodies discuss their spending plans for the ensuing fiscal year. Current budgeting
laws require these governing bodies to hold several public meetings that allow for public input prior to
the adoption of their final budgets.
Within nine months following the end of the fiscal year, local government are required to have their
annual expenditures audited and filed with the Office of the Auditor General. In contrast to the
budgeting process, there is no requirement that these annual audits be discussed in a public setting,
only that they are posted on their websites. Consequently, it is common for these audits to go
unnoticed, many times even among members of the governing boards.
An ATRA May 2020 Newsletter reported on several instances in which the findings of county audits
reflected the misuse or failure to appropriately account for public monies by local governments. In
some cases, these inappropriate expenditures occurred at the leadership level and went unnoticed for
several years.
Purpose for ATRA’S Support
SB1074 requires local governments to have the auditor who conducted the audit to present any findings
to the governing body in a public meeting, and to require the governing body to accept the audit
without the use of a consent agenda.
Audits are necessary in order to make local governments accountable for the expenditure of taxpayer
dollars. For audits to be relevant, they should be publicly disclosed to the governing boards so that
they can make changes to their policies and processes to remedy any audit findings in an expeditious
manner.

ATRA ASKS LAWMAKERS TO SUPPORT SB1074!
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS SB1350/HB2114
Provide Filers a 1-Month Cushion for Extended Filers
Before changes were made to federal filings several years ago, corporate filers had one month to process
state taxes after federal extended filings were due. For nearly all corporate filers, an extension is sought
so their filing is not due until six months after the April deadline. Arizona’s corporate filing is due on the
same day as the extended federal filing, meaning tax departments must complete the federal and all state
filings at the exact same time, causing considerable challenges particularly for multi-state filers. Because
state income taxes are based on the federal income tax code, the state filing cannot begin until after the
federal filing is complete.

April 15

October 15

November 15

•Taxes Due; estimated
payments due for
extension applicants
(90% of taxes owed)

•Federal extended filing
due date

•Proposed due date for
corporate extended
filers

SB1350/HB2114 simply adds one month to the due date for extended corporate state filings, meaning
they will be due seven months after the original due date instead of six. This will give corporate filers
enough time to file their federal taxes and then finish state taxes with improved fidelity. This will have
little to no impact on revenues, because those who apply for an extension must pay 90% of their estimated
taxes in April, so the amounts paid after the extensions are rather small and would only be delayed by a
maximum of one month and will occur in the same fiscal year. ATRA encourages lawmakers to vote
Yes on SB1350/HB2114!
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA SUPPORTS SB1659
Fire District Financial Transparency
Background
Fire district budgets: Fire districts are required to prepare an annual budget that contains detailed estimated
expenditures for each fiscal year. Unlike the local governments of counties, community colleges, cities and
towns, fire districts are not required to report their budgets on forms prescribed by the Auditor General.
Consequently, this had led to a lack of detail and inconsistency among fire district budgets.
Fire districts are also required to post their annual budgets in a prominent location on the district’s website
within seven days of adoption and maintain the posting for 60 months. If a fire district doesn’t have a website,
the district may comply by having the budget posted on a website of an association of fire districts. Because this
provision is permissive, there remain several districts that have not complied with the posting requirement.
Fire district audits: Fire districts that receive total revenues of $500,000 or more must have audits performed on
an annual basis. Districts whose total revenues are $100,000 or more but less than $500,000 must have a
financial review performed annually and districts with total revenues more than $50,000 and less than $100,000
must have a financial review performed at least biennially. Districts with total revenues less than $50,000 are
required to have a financial review performed only upon the request of the county board of supervisors or upon
the request of ten residents of the district. Currently, there is no requirement to post these audits to the fire
districts websites.
Purpose for ATRA’s Support
SB1659 requires fire district budgets to itemize the estimated revenues and expenses for the preceding and
current fiscal year on forms prescribed by the Auditor General. Expands the estimated amounts that must be
reported in the budget, including amounts for personnel compensation, including employee-related expenses for
retirement and health care costs, unanticipated contingencies and emergencies, any amounts to procure
emergency medical services, etc.
SB1659 requires fire districts that do not have a website to post their budgets and audits on the website of a fire
district association or to request that the county in which the fire district is located to post their budgets and
audits in a prominent location on the county’s website.

ATRA ASKS LAWMAKERS TO SUPPORT SB1659!
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THE ARIZONA BUSINESS COMMUNITY
SUPPORTS PROPERTY TAX REFORM –SB1828
Right Size Arizona’s Business Property Tax
• Lowering the Class 1 Assessment Ratio from 18% to 17% continues to move the state
towards a more equitable, sustainable property tax base
• Arizona’s business property taxes are uncompetitive
• AZ ranks high both regionally and nationally in business property taxes
– Creates demands for incentives for well-connected or new businesses
– Masks homeowners to the true cost of government
Regional Comparison of
Business Property Tax Rates

Effective Tax Rate %:

Annual Property Tax Burden
Total Value

= States with Assessment Ratios
Nationwide:
Largest 50 U.S. Cities, Average: 1.576%
Largest City in Each State, Average: 1.454%
AZ statewide average: 1.91%

Source: 50-State Property Tax Comparison
Study, Minnesota Center for Excellence, 2019,
comparing medium sized industrial property
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ORGANIZATIONS IN SUPPORT

WHAT ARE ASSESSMENT RATIOS?
After property is valued, a ratio is applied to determine how much will be subject to tax
At 18%, business property in Class 1 pays nearly double that of homeowners and renters
Business property subsidizes other classes of property by roughly $829 million annually
Though Class 1 only makes up 21% of statewide total value, it pays 35.6% of total property taxes
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA OPPOSES HB2161/SB1101
Tourism Marketing Authorities
HB2161/SB1101 proposes to allow lodging entities to vote to turn nonprofit tourism agencies into
governmental entities with the authority to add up to a $5 per room night tax for the purposes of tourism
promotion in a region or area.
ATRA’s top concern is the granting of governmental status and taxation authority to a quasi-private
entity. This is a unique precedent for Arizona. Though this bill gives these groups governmental standing,
their makeup is largely unchanged. The existing leadership in the private entity becomes the new governing
board with only one elected official added.
There is nothing currently stopping these private entities from fundraising with lodging companies for
tourism promotion—this bill simply allows it to become mandatory as a tax. It is collected as TPT by the
Dept of Revenue; it certainly is a tax complete with audits and penalties like any other sales tax. This is a
precedent that should not be encouraged in government. There are many nonprofits who work solely for a
governmental organization who do not have taxation authority but would envy this setup.
Local governments have the authority to promote their cities or regions for tourism. Instead of creating a
new layer of government, cities and counties should budget and spend on tourism as it meets their priorities.
If they need more money to do that, the tax should be for them to administer, not a third-party.
The rate structure is fairly loose. Though there is a cap and the tier structure is based on room night charges,
there’s nothing stopping an authority for charging the maximum amount for one tier and nothing for another
tier. This could allow one type of lodging to “gang up” on others. There’s nothing guaranteeing an equitable
tier structure and little to stop it from changing to something inequitable after the authority is created.
Arizona is already a high sales tax state for lodging. Nearly the entire state has a total lodging rate higher
than 10% and in some areas, it is higher than 12%. Many tourist areas such as Sedona, Scottsdale, Marana,
and Cave Creek are at or near 14%. Though $5 per night may sound modest, it takes the total tax bill to an
amount many will begin to see as egregious. A considerable number of Arizonans vacation in Arizona,
meaning this will be a tax increase on Arizonans.
ATRA is sympathetic with the tourism industry who has been devastated by COVID, however granting
quasi-governmental status and taxation authority to private entities is not sound policy.

ATRA Encourages Lawmakers to Oppose HB2161 & SB1101
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ARIZONA TAX RESEARCH ASSOCIATION
ATRA OPPOSES HB2834
Providing targeted property tax breaks is bad policy
Background
HB2834 provides generous property tax breaks for businesses that make specific dollar investments based
on the population of the county or city in which the project will be located. The only other requirement to
qualify for the property tax incentive is that the project hire a minimum number of employees as
determined by the Arizona Commerce Authority (ACA) and that the positions be paid the county median
wage. Upon meeting the requirements, the real and personal property of the qualified business is
classified under class 6, which is assessed at 5%, compared to all other business property that is classified
under class 1 and assessed at 18%.
Basis for ATRA’s Opposition:
Arizona has considerably higher business property taxes compared to other states as a result of shifting
the tax burden from residential property (classes 3 & 4), which is assessed at 10%, to business property
(class 1), which is currently assessed at 18%. Based on a 2019 study published by the Minnesota Center
for Fiscal Excellence, the property tax burden on Arizona industrial property located in central Phoenix
ranks 8th compared to other states. When applying the statewide average tax rate to the same property,
Arizona’s property tax ranking improves considerably to 21st. Back in 2005 when the assessment ratio for
class 1 property was 25%, Arizona had the 4th highest business property tax burden.
Proponents are correct that Arizona’s high business property taxes are an impediment to economic
development in Arizona. Those high business property taxes are the result of the inequities in Arizona’s
property tax system. However, their misguided approach to dealing with high business property taxes by
creating targeted tax breaks actually creates more inequities in the property tax system and higher taxes on
all other taxpayers. Arizona’s high business property tax problem should not be solved by targeting relief
to select businesses thereby making taxes even higher for other business taxpayers.
In the 1994 America West Airlines v. Department of Revenue tax court case, the taxpayer argued state statute
capping the property tax of small airlines at 1% of Full Cash Value while taxing large airlines at a higher
rate simply based on number and size of airplanes violated the uniformity clause. In its ruling, the Arizona
tax court stated that “Under a uniformity clause, property cannot be put in different classes ‘according to
size or location rather than value because this would be arbitrary classification.’” The court further
referenced Mathias v. Department of Revenue in its decision in favor of America West that “Classifications,
to pass state constitutional muster, must be based on inherent, qualitative, genuine, rational differences
between the classes of property to be accorded different treatment.” The court further clarified that a

property classification system that taxes small airplanes used for rural routes differently than large
airplanes used for urban routes “would be a classification of property based on one of the property’s
characteristics or uses rather than a classification of owners.”
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Regrettably, the property tax classification system provides an ongoing temptation for policymakers to
discriminate in allocating the property tax burden. Instead of creating greater disparities, ATRA encourages
policymakers to reduce disparities through reductions in the number of classes.

ATRA believes that the property tax breaks provided in HB2834 are bad policy and serve
to exacerbate problems in Arizona’s property tax system.
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ATRA OPPOSES SB1294 (Striker Amd.)
Sidesteps voters to ignore Constitutional Limits
Background:
There would be no reason to enshrine law in the constitution if a simple statutory change could dramatically
alter what voters adopted. Since their passage in 1980, jurisdictions have grappled with the constitutional
expenditure limitations and often asked their voters for overrides or “home rule” law, giving them increased
expenditure capacity. The constitution made clear that any significant change in capacity would have to be
approved by the voters— the ones who approved their creation.
Community college districts have a long history of trying to evade their constitutional expenditure limits.
Previously, they managed them by grossly exaggerating their student counts, by an average of 19.4% before
reforms were made in 2016.
In 2016, ATRA agreed to several reforms which provided community colleges new tools to address their
expenditure limits without mocking the voters who created them. One of the changes ATRA crafted and
proposed was a permanent change to the base spending level as approved by local voters at the ballot. This
powerful tool allowed Pima College to seek a new expenditure limit which permanently increases their
limit by 60%! http://www.arizonatax.org/publication/newsletters/january-2021-newsletter. Colleges have
tools to fix their issues if they are willing to face their voters and make their case.
Basis for ATRA’s Opposition:
ATRA understands community colleges don’t like their expenditure limitations (EL). They call for colleges
to reduce spending when their enrollment declines. Counties, cities, and school districts don’t care for them
either; however, they all must address them legally and faithfully. ATRA has offered to work productively
with the colleges to address them in a meaningful way, not with accounting gimmicks.
The 10-year lookback for averaging enrollment is not grounded in sensible policymaking. Other
jurisdictions must be nimble enough to react to changing circumstances. How can the state argue in good
faith for current year funding for K-12s but a 10-year average for college EL? ATRA originally suggested
a two or three year lookback. The current lookback of five years is already well beyond what was agreed
to.
The 1.0 bump for CTE is unreasonable. The truth is CTE courses were also more expensive than other
courses in 1980 when the EL were approved by the voters. In 2016, colleges originally asked for a 0.6 bump
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but were asked by lawmakers to narrow it to a 0.3 boost. This 1.0 addition more than TRIPLES that boost
without any serious policy rationale. While it may be true that CTE courses are now even more expensive,
it ignores the other FTSE that are less costly such as dual enrollment and online instruction. This statutory
change is quite likely unconstitutional. It adjusts the formula for counting students in a manner that
arbitrarily inflates the value of all students taking any CTE classes without studying programming costs.
Furthermore, it does not similarly adjust the measure of counting students in the 1980 base year, so the
formulaic population factor is not an “apples to apples” comparison. Finally, it sets an extraordinarily bad
precedent of the Legislature providing EL relief through creative accounting, signaling to other jurisdictions
that they too can avoid public conversations and voter scrutiny by simply tinkering with population
formulas.
Finally, this is not a COVID relief bill. Community colleges have been discussing ways to increase their
EL well before COVID. Their enrollment has largely been on the decline for many years, creating this
squeeze for several of the colleges but not all. If the Legislature wishes to provide a one year reprieve for
COVID, it can do so with a far more sensible penalty than a mere $100.

ATRA ASKS YOU TO VOTE NO ON SB1294!
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ATRA OPPOSES SB1309
Providing a targeted property tax break is bad policy
Background:
SB1309 provides a significant and targeted property tax reduction to a gasoline manufacturer. Specifically,
SB1309 changes the property tax classification for a company that produces zero-sulfur gasoline from
natural gas from class one property to class six property. SB1309 would provide this gasoline manufacturer
with a 5% assessment ratio in class six compared to the 18% assessment ratio applied to most other business
property taxpayers in class one. This results in a 72% reduction in property tax liability compared to other
business property in class one.
In addition to the favorable class six designation, SB1309 also provides additional tax relief by extending
Arizona’s accelerated depreciation for personal property to this gasoline manufacturer.
Basis for ATRA’s Opposition:
Arizona has considerably higher business property taxes compared to other states as a result of Arizona’s
longstanding policy to shift the burden from residential property (classes 3 & 4), which is assessed at 10%,
to business property (class 1), which is currently assessed at 18%. Each year Arizona’s property tax system
shifts hundreds of millions in taxes from residential property to businesses. Not surprisingly, this policy
creates economic development challenges as Arizona’s effective property tax rates are higher than many of
our competitor states. Based on a 2019 study published by the Minnesota Center for Fiscal Excellence,
commercial and industrial property now ranks 21st in the nation. Back in 2005 when the assessment ratio
for class 1 property was 25%, Arizona had the 4th highest business property tax burden in the nation. Since
then, thanks to a series of property tax reform measures, lawmakers have made considerable progress in
reducing the assessment ratio on class one property.
To their credit, policymakers have mostly rejected calls over the last decade to address Arizona’s high
business property taxes through rifle-shot tax breaks to specific industries. Providing targeted tax breaks
for popular businesses discourages efforts to improve the system in an equitable manner for all.
ATRA continues to support policies that provide for equitable treatment among property taxpayers and will
oppose efforts that undermine that important policy principle. In fact, Arizona lawmakers have another
opportunity this year to support an ATRA backed bill (SB1108 Mesnard) that reduces the class one
assessment ratio to 17% over the next two years.

ATRA ASKS YOU TO VOTE NO ON SB1309!
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