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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 ATRA-backed 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 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 rifle-shot 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)

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)

Property Tax Judgments

Current state statute (ARS 8 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)

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)

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. 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)

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)

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)

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)



