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OVERVIEW 
HB 2281 reclassifies property leased to a religious assembly or institution as Class 9 and 
exempts such property from taxation if owned by an educational, religious, or charitable 
organization. 

HISTORY 
The duties of valuing property for tax purposes in Arizona are divided between the Department 
of Revenue (DOR) and the 15 county assessor’s offices. Centrally assessed property is subject to 
valuation by DOR and includes utilities, airlines, railroads, mines, and other geographically 
dispersed properties often located in more than one county. The remaining properties, referred to 
as locally assessed properties, are subject to valuation by the county assessor. In performing this 
function, the assessor utilizes standards and manuals established by DOR. Tax liability is 
determined using the valuation, the use classification assessment ratio, and tax rate set by the 
taxing jurisdiction. 

Property in Arizona is classified for assessment purposes into nine classifications based on the 
current use of the property by the owner. Each classification has an assessment ratio, specified 
by statute, ranging from 1% to 20%. Class 9 includes improvements on federal, state, county, 
and municipal property and has an assessment ratio of 1%. Under current law, property leased to 
a non-profit organization for use as a charter school is classified as Class 9 property.  

All property in Arizona is taxable unless exempted by law. The Arizona Constitution, Article 9, 
Section 2 exempts property owned by non-profit educational, charitable, and religious 
organizations from taxation. 

PROVISIONS 
• Classifies real property, buildings, and fixtures leased to a non-profit religious assembly or 

institution and primarily used for religious worship as Class 9 property. 

• Exempts from taxation real property owned by a non-profit educational, religious, or 
charitable organization that is leased to a non-profit religious assembly or institution and 
primarily used for religious worship. 

• Provides that a non-profit educational, religious, or charitable organization that files 
evidence of its tax exempt status with the county assessor and an affidavit from the non-
profit religious assembly or institution stating the real property is leased and primarily used 
for religious worship is exempt from taxation and is not required to file a subsequent 
affidavit as long as ownership remains the same.  
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• Provides that Class 9 property includes real property leased to and used exclusively by a 
non-profit religious assembly or institution for the entire valuation year. 

• Provides that if only part of a parcel of real property is leased to a non-profit religious 
assembly or institution then only that portion of real property is classified as Class 9. 

• Requires a real property owner to file an affidavit with the assessor stating that the religious 
assembly or institution is the sole beneficiary of the change in property classification and 
its lease rates are consistent with other tenants or the fair market rate.  

• Makes technical and conforming changes. 
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