
Assigned to FIN FOR COMMITTEE 
 

 
 

 
ARIZONA STATE SENATE 

Fiftieth Legislature, Second Regular Session 
 

FACT SHEET FOR H.B. 2469 
 

revenue allocation districts 
 
Purpose 
 
            Establishes revenue allocation districts and allows capture of incremental local property 
tax revenues and local sales tax revenues to fund development projects. 
 
Background 
 

Special taxing districts, often referred to as special districts, are usually created to fill a 
need and to enable the provision of services in an area that might otherwise be limited from 
receiving those services for various reasons, including size, location, financial limitations or 
unavailability of other government support. The formation of a special taxing district creates a 
funding stream to pay for the desired or needed services by placing the responsibility on those 
who benefit from that service. 
 

Most special taxing districts are funded by ad valorem taxes levied on all real property 
within the district limits. A special taxing district levy is a secondary levy and is based on the full 
cash valuation of the property. Statute usually requires these taxes to be assessed at the same 
time and in the same manner as county taxes. Many districts can also issue bonds to cover 
district expenses. 
 

House Bill 2469 is estimated to have no state General Fund impact.  Revenue allocation 
districts can only be financed through local bond sales or through the diversion of local tax 
revenue that otherwise would have been collected by the city or town responsible for creating the 
district.  As a result, only cities or towns that choose to create an authority would be impacted. 
 
Provisions 

Adoption of Resolution 
 
1. Requires a city or town, before adopting a resolution, to adopt a revenue allocation district 

plan (plan) that provides a general description of the operation and financing of the district, 
the proposed capital improvements and other projects and the geographical location and 
boundaries of the district. 

 
2. Defines project as a project undertaken by a district for economic development, for reducing 

the loss of commerce, industry or employment, for increasing employment or for any 
combination.  Projects are limited to: 
a) the acquisition of land and improvements; 
b) the development, redevelopment or conservation of land for public facilities or industrial 

or commercial development; 
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c) financial or other relocation assistance for property owners displaced as a result of 
carrying out the project; 

d) site improvements that are necessary for the preparation of any sites and making any land 
or improvements acquired in the project available; 

e) construction of capital improvements designed to increase or enhance the development of 
commerce or industry; 

f) refinancing of any project previously identified in the plan and previously financed by the 
district; 

g) other projects specifically identified in the plan the governing body considers appropriate. 
 
3. Requires the clerk to post notice of the filing in locations designated by the city or town. 
 
4. Requires the governing body to hold a public hearing on the plan.   
 
5. Allows a city or town to adopt a resolution declaring its intention to form a revenue 

allocation district (district), if the public convenience and necessity require, and on 
presentation of a petition signed by at least 51 percent of the owners of the land area 
proposed to be included in the district. 

 
6. Requires the resolution to include: 

a) the area to be included, which may include noncontiguous areas; 
b) the purposes for which it is to be formed; 
c) that the plan is on file with the clerk; 
d) the date, time and place of the hearing; 
e) the place where written objections may be filed; 
f) that formation of the district may result in a financing provision that will cause property 

taxes in excess of the equalized assessed valuation to be allocated to the district; 
g) that an agreement on administration of a financing provision has been negotiated with the 

city or town; 
h) a reference to this article; 
i) that the district will be governed by directors appointed by the governing body or that the 

governing body of the city or town will serve as the governing body. 
 
7. Requires the district to be governed by a board of directors appointed by the governing body 

of the city or town consisting of five persons, or the governing body may elect to act as the 
board of directors.  The organization of the board shall be included in the resolution of intent 
to form the district. 

 
8. Includes the required contents of the clerk’s notice of hearing. 
 
9. Requires the clerk to mail the notice of hearing with a copy of the resolution to the owners of 

real property in the district within 20 days before the date set for hearing and to all other 
persons claiming an interest who have filed a written request.   

 
10. Requires the notice of hearing to be posted on the municipality’s website at least 20 days 

prior to the date set.  If there is no city website, the clerk shall publish a copy at least once in 
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the official newspaper of the city or town, or in a newspaper of general circulation in the 
county in which the city or town is located.   

 
11. Requires the clerk to execute an affidavit of mailing and obtain an affidavit from the 

newspaper in which the publication was made. Both affidavits shall be official records of the 
city or town.   

 
12. Allows an owner of taxable property in the proposed district to file a written objection before 

5:00 p.m. on the business day preceding the date, setting forth any of the following 
objections: 
a) that the objector’s property would not be benefited from the improvements listed in the 

plan and that the property should be excluded from the district; 
b) that the district should not be formed, stating the specific reasons; 
c) that the plan should be modified, stating the reasons for modification. 

 
13. Requires the governing body to hear and pass only on the written objections and the 

testimony and evidence presented. 
 
14. Requires testimony to be under oath, only if requested by a property owner or required by the 

governing board.   
 
15. Requires availability of the minutes or a copy of a written transcript three working days after 

the hearing.  Allows the custodian of the records to charge a reasonable fee that does not 
exceed the actual cost of reproducing the item requested. 

 
16. Allows the governing body to adopt a resolution after the hearing ordering the formation of 

the district, deleting any property determined not to be necessary, modifying the plan, or 
determining that the district not be formed.  

 
17. Requires the governing body to appoint the initial board of directors, set the boundaries and 

order that a map showing the boundaries be drawn and transmitted to the board of 
supervisors and the Department of Revenue if the formation of the district is approved.   

 
Requirements for District 

 
18. Requires that the district be located entirely within the exterior boundaries of the city or town 

and may include noncontiguous areas.   
 
19. Allows an area to be deleted or an area contiguous to the existing district to be added 

following the same procedure for the formation of the district. 
 
20. Stipulates that upon formation, a district is a corporate and political body and has all of the 

rights, powers and immunities of municipal corporations. 
 
21. Declares that: 

a) the formation of a district, the adoption of a plan and the issuing of general obligation or 
revenue bonds and the imposition of use charges are declared to be a public benefit; 

b) the district has perpetual succession. 
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22. Stipulates powers of the district, including but not limited to: 

a) establish, charge and collect user fees, rates or charges for the use of projects in the 
district; 

b) enter into agreements with the city or town for the allocation of the tax on increment 
value of property or allocation of bond proceeds; 

c) by resolution, pledge an allocation of increment value or bond proceeds supported by a 
general obligation property tax; 

d) with the consent of the governing body of the city or town, enter into agreements with 
persons outside of the district to provide access to a project. 

 
23. Prohibits the district from exercising eminent domain, but allows a municipality entering into 

an intergovernmental agreement with the district to exercise eminent domain that it may have 
pursuant to statute. 

 
24. Requires the board to keep certain records, including minutes, resolutions, accounts, the 

annual budget, and all other records required to be maintained by law. 
 
25. Stipulates appointing requirements, including: 

a) each director shall serve for a term of six years, except that two directors appointed by 
the governing body, selected by lot, shall serve for a term of four years; 

b) allows the governing body to appoint a person to fill an expiring position; 
c) requires that a vacancy be filled by interim appointment made by the governing body for 

the remainder of the term, if the vacancy occurs because of death, resignation or inability 
to discharge the duties of director; 

d) prohibits an elected official of the city or town from serving as director, unless the 
governing body of the city or town serves as the board of directors. 

 
26. Requires the board to comply with open meetings and proceedings statute. 
 
27. Stipulates that the clerk and treasurer of the district shall be the clerk and finance director of 

the city or town, unless the board appoints a separate clerk and treasurer.   
 
28. Requires the board to file and record with the county recorder the order forming the district, 

the plan and the canvass of any bond election and submit copies of all information to the 
Real Estate Department. 

 
Dissolution of District 

 
29. Allows a district to be dissolved if the property owned by the district has been or will be 

conveyed to the city or town, if the district has no obligations or the city or town has assumed 
all obligations, and if all bonds issued by the district supported by a pledge of property tax 
revenues have been paid in full. 

 
30. Requires the board to dissolve the district if: 

a) the board has consented to comply with the dissolving conditions and determines that the 
district has been inactive for at least five consecutive years and has no future purpose; 
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b) the board adopts a resolution dissolving the district and records the resolution with the 
county recorder. 

 
31. Prohibits dissolution of the district if any revenue bonds remain outstanding, unless an 

amount of sufficient money has been deposited with a trustee or escrow agent pledged to the 
payment and redemption of the bonds.   

 
32. Allows the district to continue to operate after dissolution only as needed to collect money 

and make payments on any outstanding bonds. 
 

Financing 
 
33. Allows district projects to be financed from proceeds from sale of revenue bonds, tax 

revenues from increment value of taxable real and personal property allocated by the city or 
town, incremental increases in transaction privilege tax (TPT) revenue, proceeds from the 
sale of general obligation bonds, grants and contributions, or any other monies lawfully 
available to the district.   

 
34. Stipulates that the allocation of property tax increments shall be calculated using primary 

property taxes levied by the city or town.  Secondary property tax levies and property tax 
levies by all other political subdivisions are not affected by the district. 

 
35. Defines increment value as the total assessed value calculated by adding the differences 

between the current assessed value of the taxable property in the district and that property’s 
assessed value on the base roll, if the difference is a positive value.   

 
36. Stipulates that the amount of property tax revenues collected within the district from the 

primary property tax levy on the current tax roll by the city or town, minus the amount of 
revenues collected on the base roll, shall be allocated to the district. 

 
37. Defines base roll as the assessment and tax roll for all classes of taxable property on January 

1 of the year in which the governing body of a city or town adopts or modifies a plan, 
reduced by the assessed value of property taken off the roll and increased by the assessed 
value of property added to the roll after the date of the roll. 

 
38. Stipulates that the incremental amount of TPT that may be allocated to the district is the total 

of municipal TPT collected by the city or town within the district in the current fiscal year, 
minus the base TPT and any other TPT revenues not pledged for projects in the plan.  An 
increase in the rate of TPT by the municipality shall be included in the base. 

 
39. Defines base transaction privilege tax as the amount of municipal TPT collected by the 

municipality in which the district is located for the fiscal year immediately preceding the 
fiscal year in which the city or town adopts or modifies a plan. 

 
40. Requires the board to establish a special fund on enactment of an ordinance adopting a 

revenue allocation financing provision.   
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41. Requires that all tax increment revenues allocated to the district shall be credited to one or 

more special funds.  All other monies received by the district shall be credited to a general 
fund. 

 
42. Allows the board to segregate the general fund as necessary to accommodate the financial 

requirements of the district. 
 
43. Requires the board to make annual statements and estimates of the operation and 

maintenance expenses of the district, the costs of projects to be financed and the amount of 
all other proposed expenditures to be paid from the increment of TPT or primary property 
taxes. 

 
44. Requires the treasurer to prepare a proposed budget of tentative expenditures and revenues 

on or before July 1 of each year. 
 
45. Requires the board to hold a public hearing on the proposed budget.  The governing body of 

the city or town  shall review the proposed budget and may submit written comments.  The 
board shall then publish the proposed budget in a newspaper of general circulation. 

 
46. The board shall adopt the final budget at least 14 days after the hearing, but no later than 

October 1.  The adopted budget may not exceed the proposed budget of tentative revenues 
and expenditures. 

 
47. Requires the board to hold a hearing on the question of authorizing the issuance of revenue 

bonds or general obligation bonds at any time after the district is organized.   
 
48. Allows the board, if authorized by an election, to: 

a) issue and sell revenue bonds if approved by resolution of the board; 
b) issue and sell general obligation bonds if approved by resolution of the board; 
c) enter into an intergovernmental agreement to permit an industrial development authority 

(IDA) to issue bonds, and to pledge revenues of the district for repayment of the IDA 
bonds, the expenses of issuing the bonds and funding debt service reserve accounts and 
bond insurance; 

d) pledge to the payment of its revenue bonds any revenues of the district or revenues to be 
collected by the municipality in trust for the district and paid to the district. 

 
49. Requires the district to prescribe fees and charges to generate revenue sufficient to pay the 

principal and interest of all revenue bonds.   
 
50. States that the district or the city or town shall not be compelled to exercise any taxing power 

to pay the bonds or the interest on the bonds.   
 
51. States that issued revenue bonds are not a debt of the district, the city or town or this state, 

nor is the payment of revenue bonds enforceable out of any monies other than the revenue 
pledged to the payment of the bonds. 

 
52. Allows the district to issue and sell refunding bonds. 
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53. Allows the district board, at any time after the hearing on formation of the district, to call a 

general obligation bond election, to provide monies for any public infrastructure purposes 
consistent with the plan.   

 
54. Limits public offerings of general obligation bonds to those receiving one of the four highest 

investment grade ratings by a nationally recognized bond rating agency.   
 
55. Requires the board to annually levy and cause an ad valorem tax to be collected sufficient, 

when combined with monies from other sources, to pay debt service on the bonds when due. 
 
56. Limits the amount of indebtedness evidenced by general obligation bonds to the estimated 

project cost set forth in the plan plus all costs connected with issuing and selling the bonds 
and credit enhancement and liquidity support fees and costs. 

 
57. Allows the district to issue and sell refunding bonds to refund any general obligation bonds, 

for which no election is required. 
 
58. Allows the board, after the hearing on formation, or the city or town, if before formation, to 

submit to the qualified electors of the district and the owners of taxable real and personal 
property the question of authorizing either or both: 
a) allocation of an incremental portion of ad valorem tax revenues, or the allocation of the 

increment of municipal TPT revenues; 
b) issuance of general obligation bonds as determined necessary; 
c) issuance of one or more series of revenue bonds.   

 
59. Requires notice of the election to be posted in three public places in the district at least 20 

days before the election and also in a newspaper of general circulation in the municipality in 
which the district is located once a week for two consecutive weeks before the election.   

 
60. Stipulates that each owner of taxable real and personal property in the district shall have one 

vote for each one-fifth acre, or lesser portion rounded upward to the nearest one-fifth acre. 
 
61. Limits the election to the vote of the owners of the land, if no person has registered to vote in 

the district within 50 days immediately preceding any scheduled election date.   
 
62. Allows the municipality to waive the election if all of the owners of taxable real and personal 

property in the proposed district have signed a petition approving formation of the district. 
 
63. Requires the city or town to canvass returns of the election within 14 days after an election. 
 

Terms of Bonds 
 
64. Requires the board to describe bonds, and allows the bonds to be sold by competitive bid, 

including an online bidding process, or negotiated sale.   
 
65. Requires the proceeds of the sales to be deposited with the treasurer or a trustee designated 

by the board.  Pending use, the proceeds may be invested. 
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66. States that the bonds: 

a) are payable from any combination of described sources; 
b) are declared to be issued for an essential public and governmental purpose; 
c) are fully negotiable for all purposes of the Uniform Commercial Code; 
d) are deemed to be issued for the planned purpose, in any legal action or proceeding 

involving the validity or enforceability of the bond; 
e) are government obligation securities suitable for investment by this state, insurance 

companies, financial institutions, fiduciaries and all other persons who are authorized to 
invest in government obligations; 

f) are securities that may be deposited with public officers or bodies of this state and 
counties; 

g) do not give rise to any general obligation or liability of the city or town, this state or any 
of its political subdivisions; 

h) do not give rise to a charge against their general credit or taxing powers; 
i) are not payable out of any funds or properties other than the special fund pledged by the 

district; 
j) do not constitute indebtedness or the pledging of faith and credit within the meaning of 

any constitutional or statutory debt limitation or restriction. 
 
67. Requires any direct or collateral action questioning the validity of a district, a project, the 

approval of a plan, the proposed issuance of bonds or findings of a governing body in 
connection with the district, to be brought before the effective date of the resolution 
authorizing the bonds.   

 
68. Prohibits a direct or collateral action attacking or otherwise questioning the validity of bonds 

to be brought before the effective date of the resolution authorizing the bonds.   
 
69. Allows any person with standing a period of 30 days after the effective date of the resolution 

authorizing the bonds to contest the legality of the resolution.  After that time, the legality of 
the resolution or any authorized bonds is conclusively presumed. 

 
Miscellaneous 

 
70. Provides other definitions. 
 
71. Becomes effective on the general effective date. 
 
House Action 
 
WM  2/6/12     DPA     7-2-0 
3rd Read 2/23/12     44-13-2-0-1 
 
Prepared by Senate Research 
March 13, 2012 
CS/ly 
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