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Hi Lacey,
 
Please work with Holly or her designee to get all the articles I have written posted to our
website. The third set of articles is attached. In all, I will be sending you three sets of articles.
This third set is my annual summaries of the new Arizona Tax Legislation each year since I
joined the firm (I have summaries from prior years as well—going back to 2004, but we will
have to change the logos and my contact info in those before posting them). Because this is
one of three separate sets of articles I wrote, I suggest that we organize these summaries in a
column on my profile page on our website under a category entitled, “Articles & Publications”
under the subtitle, “Summaries of Arizona Tax Legislation” and I suggest simply listing these
summaries in reverse chronological order (hyperlinked to the appropriate PDF for the
summary) as follows:
I will send the other two sets of articles in separate emails. Thank you for your help!
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Summary of 2020 Arizona Tax Legislation
Summary of 2019 Arizona Tax Legislation
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Summary of 2017 Arizona Tax Legislation
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-- James
 
James G. Busby, Jr.               
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws. The bills addressed herein 
were approved by Arizona's Legislature and signed by Governor Ducey. Except as noted below, most of the 
bills were effective on the general effective date for the legislative session, September 29, 2021.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive. 
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for owe, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue, Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 
 


Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  
     © 2021 by James G. Busby, Jr.  
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A.  Income Tax Legislation 


SB 1113: Unused Tax Credit; Termination; Time. Laws 2021, Chapter 174.  
Reduces from four years to three years the period that must pass before the Arizona Department of Revenue 
(“Department”) must stop allowing, and the legislature will repeal, any individual and corporate income tax credits that have 
not been claimed or allowed. Clarifies that any unused credits carried forward from prior years may be used but, for 
purposes of this provision, the use of credits carried forward from prior years are not considered claimed or allowed in the 
year that the credit carried forward is used. 


SB 1124: Contributions in Aid of Construction. Laws 2021, Chapter 430.  
Provides a subtraction from Arizona gross income, retroactive to January 1, 2021, for Arizona’s income tax on corporations 
for monies or property received as a contribution in aid of construction to a public service corporation that provides water or 
sewage disposal services to the extent that the purpose of the contribution is to provide for expanding, improving, or 
replacing the public service corporation’s water system or sewage disposal facilities. Allows the Arizona Commerce 
Authority to continue authorizing tax credits not to exceed $2,500,000 each fiscal year for investments in qualified small 
businesses for an additional ten years, through June 30, 3031. Allows taxpayers to claim such credits through 2034. 
Establishes individual and corporate income tax credits equal to at least fifty percent of the amount of the federal low-
income housing credit for qualified projects. Permits partners, members, or shareholders to allocate the amount of the credit 
as they may agree amongst themselves, regardless of the size of each participant’s ownership interest. Prohibits the 
Department of Housing from allocating more than a total of $4,000,000 in income and premium tax credits for any calendar 
year. Provides recapture provisions and specifies that unused credits may be carried forward for up to five years. (Also 
affects other Arizona tax laws as summarized below.)   


SB 1297: Income Tax Filing Extension; 2020. Laws 2021, Chapter 177.  
Extended the due date for individual Arizona income tax returns and tax payments to May 17, 2021. Also extended the 
deadline to claim an income tax credit for contributions to qualifying charitable organizations, certified school tuition 
organizations, and public schools. As an emergency measure, this law went into effect when Governor Ducey signed it on 
April 5, 2021. 


SB 1350: Income Tax; Returns; Filing Extension. Laws 2021, Chapter 178.  
Allows the Department, by rule, to grant automatic seven-month extensions of time for taxpayers to file Arizona income tax 
returns for corporations, partnerships, and exempt organizations that have paid at least ninety percent of their tax liability, 
and clarifies that such taxpayers that have been granted an extension or extensions of time to file a federal income tax 
return for any tax year are deemed to have been granted the same extension to file their Arizona income tax return. These 
changes do not apply to small business corporation returns filed under A.R.S. § 43-1126. Retroactive to January 1, 2021.  
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SB 1752: Conformity; Internal Revenue Code. Laws 2021, Chapter 232.  


Provides for retroactive conformity to provisions of the Internal Revenue Code in effect on March 11, 2021, for tax years 
beginning January 1, 2021. Further provides that Arizona retroactively conformed to the provisions of the Families First 
Coronavirus Response Act (P.L. 116-136) for tax year 2020, to the Coronavirus Aid, Relief, and Economic Security Act (P.L. 
116-136) for tax years 2015 through 2020, to the Paycheck Protection Program Flexibility Act of 2020 (P.L. 116-142) for tax 
year 2020, to the Consolidated Appropriations Act, 2021 (P.L. 116-260) for tax years 2018 through 2020, and to the 
American rescue Plan Act of 2021 (P.L. 117-2) for tax year 2020. The Department estimated that the fiscal impact of this bill 
on the state’s general fund will be to decrease revenue by $304,400,000 in fiscal year 2021, by $214,900,000 in fiscal year 
2022, and by $7,000,000 in fiscal year 2023. 


 
SB 1783: Small Business; Alternate Income Tax. Laws 2021, Chapter 436. 
Allows “small business taxpayers” the annual option of filing a return to report their share of “Arizona small business gross 
income,” which is defined to include revenue from: (1) interest and ordinary dividends (Schedule B), (2) profit or loss from 
business (Schedule C), (3) supplemental income or loss (Schedule E), (4) profit or loss from farming (Schedule F), (5) sale 
of business property (Form 4797), (6) farm rental income and expenses (Form 4835), and (7) certain capital gains (from 
Schedule D). Provides that, with certain limitations, Arizona’s standard additions, subtractions, and individual income tax 
credits apply to calculate Arizona small business adjusted gross income but prohibits deductions other than those already 
reflected in the net amounts reported on federal schedules. Establishes a credit against this tax for taxes imposed by and 
paid to another state which, in some cases, applies to small business taxpayers who participate in composite income tax 
returns. Sets tax rates for Arizona small business taxable income at 3.50% for tax year 2021, at 3.00% for tax year 2022, at 
2.80% for tax year 2023 through tax year 2024, and at 2.50% beginning tax year 2025. Requires such taxpayers to make 
estimated tax payments if their annual liability is at least $1,000. Establishes graduated tax rates for the taxable income of 
estates and trusts, indexed for inflation, ranging from 2.59% to 4.50% for tax year 2021, from 2.55% to 2.98% from tax year 
2022 until a particular state general fund revenue target is achieved, from 2.53% to 2.75% until the next state general fund 
revenue target is achieved, and at a fixed 2.50% rate once the final state general fund revenue target is achieved. The Joint 
Legislative Budget Committee estimated that these changes will reduce annual Proposition 208 surcharges by between 
$262,900,000 and $377,700,000. Retroactive to January 1, 2021. 


 
SB 1827: Revenue; Budget Reconciliation; 2021-2022. Laws 2021, Chapter 411. 
Provides that, effective January 1, 2021, Arizona’s individual income tax rate, combined with its 3.50% income tax 
surcharge for education, shall not exceed 4.50%. 
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SB 1828: Omnibus; Taxation. Laws 2021, Chapter 412. 
Reduces Arizona’s individual income tax rates and collapses its four tax brackets into two, beginning tax year 2022. For tax 
year 2022, the lowest rate will decrease from 2.59% to 2.55% and the highest rate will decrease from 4.50% to 2.98%. Also 
provides that, once a particular state general fund revenue target is achieved, the graduated rates will decrease from 2.59% 
to 2.53% and from 2.98% to 2.75%, and then to a flat 2.50% once another state general fund revenue target is achieved. 
Provides for a new method of adjusting Arizona’s tax brackets for inflation beginning in tax year 2022. Eliminates Arizona 
income tax on all amounts received by members of the uniformed services of the United States as retired or retainer pay in 
the form of benefits, annuities, and pensions, effective tax year 2021. Provides for annual increases in the percentage of 
charitable deductions that taxpayers who take Arizona’s standard deduction may claim, based on inflation. Adds individual 
and corporate income tax credits, effective tax year 2021, in the amount of $10,000 for processing the first twenty thousand 
pounds of forest products and $5,000 for every ten thousand pounds thereafter. These credits may be carried forward for up 
to five years but may not exceed $500,000 per taxpayer or an aggregate of $2,000,000 in any calendar year. Extends the 
deadline for individuals to obtain tax credits for contributing items such as school meals, student consumable health care 
supplies, playground equipment, and shade structures for playground equipment until June 30, 2024. Provides a subtraction 
from Arizona gross income, retroactive to January 1, 2021, for Arizona’s income tax on corporations for monies or property 
received as a contribution in aid of construction to a public service corporation that provides water or sewage disposal 
services to the extent that the purpose of the contribution is to provide for expanding, improving, or replacing the public 
service corporation’s water system or sewage disposal facilities. Increases the aggregate amount of income tax credits that 
the Department may allow in any fiscal year for contributions from corporations for school tuition organizations from 
$5,000,000 to $6,000,000 beginning in fiscal year 2021-2022. Expands the categories of students that may benefit from 
scholarships from school tuition organizations, and increases the maximum scholarship amounts, effective tax year 2021. 
(Also affects Arizona sales, property, and other tax laws as summarized below.) 


SB 1830: Credit for Donation. Laws 2021, Chapter 383.  
Establishes a corporate income tax credit equal to thirty percent of the value of real property and improvements donated to 
a school district or charter school for use as a site for construction of a school. Retroactive to January 1, 2020. 


SB 1844: Taxes; 529 Contributions; ABLE Contributions. Laws 2021, Chapter 395. 
Increases the Arizona subtraction for up to $2,000 per beneficiary for single individuals (previous cap was $2,000, total) and 
up to $4,000 per beneficiary for married couples filing a joint return (previous cap was $4,000, total) for contributing to 
college savings plans established pursuant to section 529 of the IRC if the contributions were not deducted when computing 
federal adjusted gross income. Adds a subtraction for up to $2,000 per beneficiary for single individuals and up to $4,000 
per beneficiary for married couples filing a joint return for contributing to an Achieving a Better Life Experience account 
established pursuant to section 529A of the IRC if the contributions were not deducted when computing federal adjusted 
gross income. Retroactive to January 1, 2021. 
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HB 2321: Qualified Facilities. Laws 2021, Chapter 80. 
Modifies the calculation of Arizona’s individual and corporate income tax credits for expanding or locating qualifying 
manufacturing, headquarters, or research facilities in the state. The amount of these credits is now calculated as ten percent 
of the lesser of: (a) the total qualifying investment in the facility, (b) $200,000 for each net new full-time employment position 
that has duties associated with the facility if the total qualifying investment is less than $2,000,000,000, or (c) $300,000 for 
each net new full-time employment position that has duties associated with the facility if the total qualifying investment is 
$2,000,000,000 or more. Increases the amount of income tax credits that the Commerce Authority may preapprove for any 
calendar year from $70,000,000 to $125,000,000. Modifies the definition of “qualified headquarters” to eliminate the 
requirement that the taxpayer engage in manufacturing activities. Expands the definition of “qualified manufacturing.” 
Extends the state program that funds up to eighty percent of the cost of public infrastructure improvements incurred by a 
city, town, or county that benefit a manufacturing facility. 


 


HB 2429: Tax Corrections Act of 2021. Laws 2021, Chapter 196.  
Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Substantive changes to 
Arizona’s income tax laws include: (1) changes to the qualifications and documentation required in order for owners and 
operators of international operations centers to purchase electricity and natural gas tax free, (2) provides that separate 
returns for partnerships and S corporations that are filed pursuant to a change in accounting period are due by the fifteenth 
day of the third month following the close of that period, (3) extended the termination of the individual income tax credit for 
increased research activities to December 31, 2030, (4) reduced the number of years that individual income tax credits for 
increased research activities claimed for tax years beginning from and after 2021 may be carried forward from fifteen years 
to ten years, and (5) eliminated the individual income tax credit for net increases in qualified employment by the taxpayer of 
recipients of temporary assistance for needy families. (Also affects Arizona property tax laws and other tax laws as 
summarized below.) 
 
  
HB 2649: Computer Data Centers; Tax Incentives. Laws 2021, Chapter 266. 
Modifies Arizona’s corporate income tax credit for investments of at least $100,000,000 in a new renewable energy facility 
that produces energy for self-consumption using renewable energy sources so that it applies whether the taxpayer or a 
third-party makes the investment on behalf of or for the direct benefit of the taxpayer. Retroactive to August 24, 2020. (Also 
affects Arizona sales tax laws as summarized below.) 
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HB 2838: Income Tax; Partnerships; S Corporations. Laws 2021, Chapter 425. 
Establishes an optional 4.50% entity-level income tax, effective for tax years beginning on and after January 1, 2022, for 
partnerships, limited liability companies, and S corporations to allow their individual owners to claim a federal income tax 
deduction for all state taxes paid at the entity level rather than just the first $10,000. Includes statutory adjustments intended 
to ensure that each individual partner or shareholder who make this election will pay the same amount of state income tax 
that they otherwise would have paid. Requires estimated tax payments for entities that make this election whose taxable 
income exceeded $150,000 in the preceding tax year. 


HB 2879: DOR; Procedures; Administrative Rulings. Laws 2021, Chapter 342. 
Provides that courts shall decide all questions of law without deference to any determination made by the Department. 
Clarifies that Departmental rulings, procedures, notices, and administrative announcements may be appealed within thirty 
days of their effective dates. Allows parties that request private taxpayer rulings the option to meet with a representative of 
the Department within thirty days of requesting a ruling. Requires the Department to issue private taxpayer rulings within 90 
days unless the Department and the requestor agree to delay the ruling. (Also affects Arizona sales, property, and 
miscellaneous tax laws as summarized below.)   


B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 
 
 
 
 
 
 
 


SB 1110: TPT; Exemptions; Indian Tribes. Laws 2021, Chapter 443.  
Clarifies that, consistent with Arizona Transaction Privilege Tax Ruling 95-11, Arizona sales tax does not apply to proceeds 
from: (1) business activities, including contracting activities, performed by an Indian tribe, a tribally owned business, a tribal 
entity, or an affiliated Indian, irrespective of the identity of the customer, if the business activity takes place on an Indian 
reservation, (2) business activities performed on an Indian reservation for an Indian tribe, a tribal entity, or an affiliated 
Indian, irrespective of the identity of the vendor, (3) contracting activities performed on an Indian reservation for an Indian 
tribe, a tribally owned business, a tribal entity or an affiliated Indian, irrespective of the identity of the vendor, (4) retail sales 
of tangible personal property to an Indian tribe, tribally owned business, a tribal entity or an affiliated Indian if the sale takes 
place on an Indian reservation (or, at a minimum, the order is placed from and delivered to an Indian reservation), and (5) 
sales of motor vehicles to enrolled members of Indian tribes who reside on the Indian reservation established for their tribe.    


Important Information About This Section 
Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggyback" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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SB 1720: Peer-to-Peer Car Sharing. Laws 2021, Chapter 220.  
Exempts peer-to-peer shared vehicles owned by individuals from rental vehicle surcharges, including those levied by the 
Arizona Sports and Tourism Authority and stadium districts. Subjects proceeds from peer-to-peer shared vehicles to the 
state and local sales taxes on proceeds from renting tangible personal property. Exempts shared vehicle owners from such 
taxes when the shared vehicle transaction was facilitated by a peer-to-peer car sharing program that collected and remitted 
such taxes. Prohibits counties, cities, towns, and other political subdivisions of the state from imposing additional taxes, 
fees, or charges on proceeds from shared vehicle transactions that such jurisdictions do not impose on every other 
transaction involving motor vehicles for hire without a driver. 


SB 1828: Omnibus; Taxation. Laws 2021, Chapter 412. 
Expands Arizona’s sales tax deduction and use tax exemption for machinery or equipment, including structural components, 
employed in connection with qualifying operations and used to meet or exceed pollution control rules or regulations to 
include containment structures. Retroactive to January 1, 2016, but with significant limitations on refund claims. (Also affects 
Arizona income tax laws as summarized above and Arizona property tax and miscellaneous laws as summarized below.) 


HB 2153: Renewable Energy Storage Equipment; Valuation. Laws 2021, Chapter 417.  
Adds state and local retail sales and use tax deductions for utility scale electric energy storage equipment. The Joint 
Legislative Budget Committee estimated that the fiscal impact of this bill could be $40,000,000 over five years. (Also affects 
Arizona property tax laws as summarized below.) 
 
 


HB 2649: Computer Data Centers; Tax Incentives. Laws 2021, Chapter 266. 
Extends the deadline for the Commerce Authority to certify computer data centers to qualify for tax relief in Arizona until 
December 31, 2033. Allows owners or operators of qualified international operations centers to purchase electricity and 
natural gas tax free when third parties (rather than the owner, operator, or an affiliated entity, which already could may make 
a qualifying investment) invest at least $100,000,000 in one or more new renewable energy facilities in the state that 
produce energy for self-consumption using renewable energy sources on behalf of or for the direct benefit of the owner, 
operator, or a related entity (this change is only retroactive  to August 24, 2020). Converted Arizona’s state and local retail 
sales and use tax exemptions for computer data center equipment into deductions for the purpose of clarifying that both the 
cost of the equipment and the proceeds from installing, assembling, repairing, or maintaining such equipment qualify for the 
deduction for installing, assembling, repairing, or maintaining machinery, equipment, or other tangible personal property that 
has independent functional utility. Retroactive to September 12, 2013. (Also affects Arizona income tax laws as summarized 
above.) 
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HB 2879: DOR; Procedures; Administrative Rulings. Laws 2021, Chapter 342.  


Provides that courts shall decide all questions of law without deference to any determination made by the Department. 
Clarifies that Departmental rulings, procedures, notices, and administrative announcements may be appealed within thirty 
days of their effective dates. Allows parties that request private taxpayer rulings the option to meet with a representative of 
the Department within thirty days of requesting a ruling. Requires the Department to issue private taxpayer rulings within 90 
days unless the Department and the requestor agree to delay the ruling. (Also affects Arizona income tax laws as 
summarized above and Arizona property and miscellaneous tax laws as summarized below.) 


 


C.  Property Tax Legislation  
 
SB 1076: Low-income Multifamily Housing; Valuation. Laws 2021, Chapter 352.  
Clarifies that low-income multifamily residential rental properties qualify as class four properties (with a ten percent 
assessment ratio) for property tax purposes. Establishes, and allows owners of such properties to elect, a statutory, income-
based valuation method. Prescribes documentation requirements and appeals procedures.  


SB 1734: Agricultural Property; Reclassification; Notice. Laws 2021, Chapter 151. 
Requires county assessors to notify property owners by certified mail when they determine that a property no longer 
qualifies as an agricultural property, and to notify them of their appeal rights. Clarifies that owners of properties that applied 
for agricultural status but were denied may appeal to the assessor, appeal to the Tax Court, or file a notice of claim. 


SB 1828: Omnibus; Taxation. Laws 2021, Chapter 412. 
Decreases the assessment ratio for class one commercial properties from 18.00% to 17.50% in 2022, to 17.00% in 2023, to 
16.50% in 2024, and to 16.00% beginning in 2025. (Also affects Arizona income and sales tax laws as summarized above.) 


HB 2025: Delinquent Property Tax; Interest Waiver. Laws 2021, Chapter 127. 
Allows county treasurers, subject to the approval of county boards of supervisors, to waive interest and penalties that 
otherwise would apply for failing to timely pay property taxes when the delinquency occurs during the one-year period after 
a mortgage or deed of trust on the property is satisfied or otherwise released. 
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HB 2112: Truth in Taxation; Press Releases. Laws 2021, Chapter 98.  
Requires community college districts, counties, cities, towns, and special taxing districts to post truth in taxation notices on 
their official websites and to issue press releases identifying the newspaper in which such notices will be published and the 
dates that such notices will be published. 


HB 2153: Renewable Energy Storage Equipment; Valuation. Laws 2021, Chapter 417. 
Requires the Department to determine the value of energy storage systems for property tax purposes. Provides that all 
utility scale electric energy storage equipment, whether collated with renewable energy equipment or stand-alone, shall be 
valued at twenty percent of depreciated cost. (Also affects Arizona sales tax laws as summarized above.) 


HB 2316: Centrally Assessed Property; Valuation; Pipelines. Laws 2021, Chapter 26. 
Provides that the Department must adjust the base value of pipeline properties operating in Arizona when: (1) there is a final 
ruling by a court that the statutory valuation exceeded the market value of the pipeline, (2) there is an agreement between 
the Department and the owner of the pipeline regarding the value of the pipeline that is approved by a court while an appeal 
is pending, or (3) there is an agreement between the Department and the owner of the pipeline to correct an error in the 
calculation of the value of the pipeline. Retroactive to January 1, 2016.  


HB 2331: Property Tax; Mobile Homes; Delinquency. Laws 2021, Chapter 28.  
Prohibits sheriffs from seizing and selling mobile homes that are not on a real property roll and that are used as the owner’s 
primary residence unless: (1) the tax has been delinquent for a year, and (2) the person liable for the tax has not redeemed 
the property within six months of that one-year period. 


HB 2376: Class 2 Property; Guest Ranches. Laws 2021, Chapter 185. 
Adds guest ranches to the list of properties that qualify for Class 2 property tax treatment (fifteen percent assessment ratio). 
Defines “guest ranch.” Requires property owners to record a deed restriction with the county recorder and file a copy with 
the county assessor that restricts the use of the property to a guest ranch for at least ten years. Requires county assessors 
to recapture the difference between the tax that was collected and the tax that would have been collected if the property 
owner violates the deed restriction. 


HB 2391: County Property Tax Information. Laws 2021, Chapter 109. 
Requires county boards of supervisors to compile and post worksheets on their official county websites showing tax rates, 
levies, and valuations for all taxing jurisdictions within seven days of adopting the rates and levies.  
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HB 2429: Tax Corrections Act of 2021. Laws 2021, Chapter 196.  
Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Substantive changes to 
Arizona’s property tax laws include clarifying that “real property or improvements to real property” that qualify as class 9 
property used as a charter school, residential treatment and education facility, or a nonprofit church includes land, buildings, 
furniture, and equipment. (Also affects Arizona income tax laws as summarized above.) 


HB 2879: DOR; Procedures; Administrative Rulings. Laws 2021, Chapter 342. 
Provides that courts shall decide all questions of law without deference to any determination made by the Department. (Also 
affects Arizona sales, property, and miscellaneous tax laws as summarized below.) 
 
 


D.  Other Tax & Tax-Related Legislation  
 
SB 1124: Contributions in Aid of Construction. Laws 2021, Chapter 430.  
Establishes a credit against Arizona’s insurance premium tax equal to at least fifty percent of the amount of the federal low-
income housing credit for qualified projects. Permits partners, members, or shareholders to allocate the amount of the credit 
as they may agree amongst themselves, regardless of the size of each participant’s ownership interest. Provides recapture 
provisions and specifies that unused credits may be carried forward for up to five years. Prohibits the Department of 
Housing from allocating more than a total of $4,000,000 in income and premium tax credits for any calendar year. (Also 
affects Arizona income tax laws as summarized above.) 


SB 1828: Omnibus; Taxation. Laws 2021, Chapter 412. 
Increases the maximum weekly unemployment benefit amount from $240 to $320, beginning July 1, 2022, and maximum 
taxable wages for unemployment purposes from $7,000 to $8,000, beginning January 1, 2023. (Also affects Arizona 
income, sales, and property tax laws as summarized above.) 


HB 2109: Bingo; Conduct; Licenses. Laws 2021, Chapter 97.  
Increases the threshold for bingo cash prizes that must be paid by check from amounts of $150 or greater to amounts of 
$1,100 or greater. Eliminates the prohibition against conducting lotteries or raffles within 1,000 feet of, or on the premises 
used for, bingo games within twelve-hour periods before or after such games. Increases maximum gross receipts for Class 
A bingo licensees from $15,000 to $75,000, for Class B bingo licensees from $300,000 to $500,000, and for Class C 
licensees from $300,000 to $500,000. 
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HB 2429: Tax Corrections Act of 2021. Laws 2021, Chapter 196.  
Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Substantive changes to 
miscellaneous Arizona tax laws include adding returns, reports, and applications related to marijuana excise taxes filed with 
the Department to the list of protected confidential information. (Also affects Arizona income and property tax laws as 
summarized above.) 


HB 2835: Theme Park Districts; Extension. Laws 2021, Chapter 298.  
Makes numerous changes to Arizona’s laws relating to theme park districts, which can levy sales taxes at rates of up to 
9.00% to service bond indebtedness used to finance development of the parks. Some of the changes include: (1) adding 
buildings and improvements used to accommodate overnight guests to the definition of “theme park,” (2) increasing the total 
of all bonds that may be issued by all districts from $1,000,000,000 to $2,000,000,000, and (3) extending the deadline for 
districts to issue bonds from 2021 to 2031. Retroactive to January 1, 2021. 


HB 2879: DOR; Procedures; Administrative Rulings. Laws 2021, Chapter 342. 
Provides that courts shall decide all questions of law without deference to any determination made by the Department. 
Clarifies that Departmental rulings, procedures, notices, and administrative announcements may be appealed within thirty 
days of their effective dates. Allows parties that request private taxpayer rulings the option to meet with a representative of 
the Department within thirty days of requesting a ruling. Requires the Department to issue private taxpayer rulings within 90 
days unless the Department and the requestor agree to delay the ruling. (Also affects Arizona income, sales, and property 
tax laws as summarized above.) 
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills were effective on the general effective date for the legislative session, August 25, 2020.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for owe, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue, Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 
 


Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  
     © 2020 by James G. Busby, Jr.  
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A.  Income Tax Legislation 
 
HB 2494 and SB 1296: Internal Revenue Code; Conformity.  Laws 2020, Chapters 24 and 40.  


Provides for retroactive conformity to provisions of the Internal Revenue Code in effect on January 1, 2020 for tax years 
beginning January 1, 2010.  Also provides that, for tax year 2019, Arizona conformed to the provisions of the Taxpayer First 
Act (P.L. 116-25) and that, for tax years 2016 through 2019, Arizona conformed to the provisions of the Further 
Consolidated Appropriations Act of 2020 (P.L. 116-94) that were retroactively effective during tax years 2016 through 2019. 
The Department of Revenue (the “Department”) estimated that the fiscal impact of this bill on the state’s general fund will be 
to decrease revenue by $16.4 million in fiscal year 2020 and by $13.1 million in fiscal year 2021, and to increase revenue by 
$7.5 million in fiscal year 2022. 
 
 
HB 2771: Tax Credits; Qualified Facilities; Extension.  Laws 2020, Chapter 7.  
Extends the deadline for capital investments to expand or locate qualifying manufacturing, headquarters, or research 
facilities in the state to a rolling deadline of not more than 36 months before taxpayers submit applications to get 
preapproved for the credit.  Extends the termination date for these individual and corporate income tax credits from 2022 to 
2030.  (The amount of these credits is calculated as ten percent of the lesser of: (a) the total qualifying investment in the 
facility, or (b) $200,000 for each net new full-time employment position that has duties associated with the facility.)  Clarifies 
that, for purposes of the transaction privilege and use tax exemptions for electricity and natural gas used by certified 
“international operations centers” (minimum investment: $1.25 billion in land, buildings and equipment within 10 years), such 
centers can be one facility or connected facilities under the same ownership.  Prohibits international operations centers that 
are certified after December 31, 2018 from also taking the $25 million credit for investments of at least $100 million in new 
renewable energy facilities that produce energy for self-consumption using renewable sources that is used primarily for the 
international operations center.  Extends the end date for the special calculation of Arizona’s increased research and 
development credit for corporate income tax for an additional nine years, from December 31, 2021 to December 31, 2030.  
Reduces from fifteen years to ten years the number of years that this credit may be carried forward for credits generated in 
or after 2022.  The Joint Legislative Budget Committee estimated that the changes implemented by this bill will permit one 
additional company to qualify for the credit for renewable energy facilities that produce energy for self-consumption and 
thereby reduce revenue to the state’s general fund by $5 million annually beginning in fiscal year 2021. 


SB 1021: Department of Revenue; Electronic Signatures.  Laws 2020, Chapter 60.  
Provides that electronic signatures have the same force and effect as written signatures and that the Department shall 
accept, and may require, electronic signatures as the functional equivalent of written signatures on documents submitted to 
the Department.  Identifies requirements for electronic signatures.  Permits the Department to adopt rules prescribing the 
types of electronic signatures required and the manner and format in which signatures must be affixed to electronic records.  
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SB 1100: STO Report.  Laws 2020, Chapter 60.  
Requires the Department to post annual reports filed by school tuition organizations (“STOs”) on the Department’s website.  
The reports must contain information related to total contributions to and total distributions from each STO and details 
regarding the percentage and total dollar amounts of distributions to students whose family incomes are within certain 
parameters as well as details regarding the total number and dollar amounts of scholarships awarded to each school and 
the names, job titles, and salaries of the three employees at each STO with the highest annual salaries.  


SB 1295: Department of Revenue; Continuation.  Laws 2020, Chapter 39.  
Terminates the Department effective July 1, 2028. 


SB 1348: Tax Corrections Act of 2020.  Laws 2020, Chapter 43. 
Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Substantive changes to 
Arizona’s income tax laws include: (1) taxpayers may not claim deductions for contributions for which credits are allowed 
under Arizona’s income tax laws even if the contribution is treated as a payment of state income tax, and (2) repealed 
corporate income tax credits for construction costs for agricultural pollution control equipment, for employment by healthy 
forest enterprises, and for donations of school sites.  This bill included a savings clause for the income tax credits it 
repealed, assuring the continuing validity of amounts carried forward from previous taxable years for application against 
subsequent tax liabilities as allowed by prior law.  Some of the changes in this bill were retroactive.  (Also affects Arizona 
sales and property tax laws as summarized below.)   


B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 
 
 
 
 
 
 
 


 
SB 1021: Department of Revenue; Electronic Signatures.  Laws 2020, Chapter 60.  
Provides that electronic signatures have the same force and effect as written signatures and that the Department shall 
accept, and may require, electronic signatures as the functional equivalent of written signatures on documents submitted to 
the Department.  Identifies requirements for electronic signatures.  Permits the Department to adopt rules prescribing the 
types of electronic signatures required and the manner and format in which signatures must be affixed to electronic records.  
 


Important Information About This Section 
Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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SB 1121: Model City Tax Code; Procedures.  Laws 2020, Chapter 71. 
Clarifies that the Department maintains the official version of the Model City Tax Code (“MCTC”), must post it on the 
Department’s website, and that any changes not reflected in the official version of the MCTC are void and of no effect.  
Requires the Department to post all proposed MCTC amendments and all meeting notices and agendas for all Municipal 
Tax Code Commission “(MTCC”) meetings at least thirty days before any informational public hearing, and at least sixty 
days before any MTCC meeting that could result in a vote on a proposed amendment to the MCTC.  Clarifies that all 
Arizona cities and towns must implement all changes adopted by the MTCC and that cities and towns may not implement 
changes to their tax codes, other than tax rate changes, unless they were adopted by the MTCC.  Requires cities and towns 
that adopt new or different tax rates, including the adoption or repeal of model or local options that increase the amount of 
tax that a taxpayer must pay, to notify the Department and the MTCC within ten days of passing the ordinance. 


SB 1295: Department of Revenue; Continuation.  Laws 2020, Chapter 39.  
Terminates the Department effective July 1, 2028. 


SB 1348: Tax Corrections Act of 2020.  Laws 2020, Chapter 43. 
Makes numerous technical corrections and some substantive changes to Arizona's tax laws.  Substantive changes to 
Arizona’s sales tax laws include: (1) taxpayers required to make estimated payments must pay them electronically by June 
30 each year, and (2) the exemption from the personal property rental classification that applies when taxes were paid on 
the purchase of tangible personal property that is subsequently leased from a parent corporation to a subsidiary of the same 
corporation, or from one subsidiary of a corporation to another subsidiary of the same corporation, is extended to all types of 
business entities with “subsidiary” defined as a business entity of which at least eighty percent of the voting shares are 
owned by the parent business entity.  (Also affects Arizona income tax laws as summarized above and Arizona property tax 
laws as summarized below.) 
 


C.  Property Tax Legislation  
 
SB 1021: Department of Revenue; Electronic Signatures.  Laws 2020, Chapter 60.  
Provides that electronic signatures have the same force and effect as written signatures and that the Department shall 
accept, and may require, electronic signatures as the functional equivalent of written signatures on documents submitted to 
the Department.  Identifies requirements for electronic signatures.  Permits the Department to adopt rules prescribing the 
types of electronic signatures required and the manner and format in which signatures must be affixed to electronic records.  
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SB 1099: Tax Deed Land Sales; Proceeds.  Laws 2020, Chapter 70. 
Requires county treasurers to distribute the balance of funds, if any, from sales of real property held by the state either 
because a tax lien investor failed to redeem the lien they purchased or because nobody purchased the lien, to the owner of 
the property dispossessed by the sale after payment of all outstanding taxes, interest, penalties, fees, and costs. 


SB 1113: Mortgaged Property; Tax Statements; Information.  Laws 2020, Chapter 11. 
Identifies the information that must be included in property tax statements mailed by county treasurers each year before 
November 1 as: (a) the amount of primary taxes and secondary taxes applicable to the property due to each taxing 
jurisdiction for the current and the previous tax year, and (b) if applicable, the amount of additional state aid provided to 
school districts (for class 3 residential properties) for the current and the previous tax year.    


SB 1295: Department of Revenue; Continuation.  Laws 2020, Chapter 39.  
Terminates the Department effective July 1, 2028. 


SB 1348: Tax Corrections Act of 2020.  Laws 2020, Chapter 43. 
Makes numerous technical corrections and some substantive changes to Arizona's tax laws.  The substantive change to 
Arizona’s property tax laws expands the provision that requires that limited property values for properties that were split or 
consolidated between January 1 and September 30 of the valuation year to be established at a level or percentage of full 
cash value that is comparable to that of other properties of the same or a similar use or classification to apply to properties 
that were subdivided within that timeframe, except in cases that resulted from an action initiated by a government entity.  
(Also affects Arizona income and sales tax laws as summarized above.) 
 


D.  Other Tax & Tax-Related Legislation  
 
SB 1021: Department of Revenue; Electronic Signatures.  Laws 2020, Chapter 60.  
Provides that electronic signatures have the same force and effect as written signatures and that the Department shall 
accept, and may require, electronic signatures as the functional equivalent of written signatures on documents submitted to 
the Department.  Identifies requirements for electronic signatures.  Permits the Department to adopt rules prescribing the 
types of electronic signatures required and the manner and format in which signatures must be affixed to electronic records.  


SB 1295: Department of Revenue; Continuation.  Laws 2020, Chapter 39.  
Terminates the Department effective July 1, 2028. 
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills were effective on the general effective date for the legislative session, August 27, 2019.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


     © 2019 by James G. Busby, Jr.  
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A.  Income Tax Legislation 
 
HB 2042: Income Tax; Statute of Limitations.  Laws 2019, Chapter 48.  


Allows the Arizona Department of Revenue (“Department”) to issue audit assessments and other notices of additional tax 
due electronically, except for notices related to individual income tax.  Requires the Department to issue audit assessments 
and other notices of additional tax due related to income tax or withholding tax within seven years after the date the report 
or return was required to be filed, unless the failure was due to an intent to evade tax.  Effective September 1, 2019.  (Also 
affects Arizona sales tax and miscellaneous tax laws as summarized below.)     


 
HB 2367: Limited Audit Review.  Laws 2019, Chapter 169. 


Permits the Department to issue audit assessments using an electronic portal instead of by mail if the taxpayer agrees in 
writing and the Department notifies the taxpayer via e-mail on the same day the notice is posted to the electronic portal.  
Also allows the Department to conduct limited scope reviews of individual income tax returns during which the Department 
may request records from taxpayers to support their returns and proposed tentative amounts of tax, interest and penalties 
due if the Department discovers a discrepancy between amounts reported on the returns and withholding information 
reported by the taxpayer’s employer.  Limited scope reviews may be conducted only once per taxpayer per tax year.  (Also 
affects Arizona sales tax and miscellaneous tax laws as summarized below.) 
 


HB 2373: Tax Corrections Act of 2019.  Laws 2019, Chapter 203. 


Provides that certain adjustments the Department makes to electronically filed returns shall be treated as nonaudit 
adjustments.  Expands the option to bypass the administrative hearing process for disputes involving audit assessments 
and refund denials to include cases involving withholding and corporate income taxes, but not individual income taxes.  
After filing their protest and meeting with a designated appeals officer at the Department to clarify any fact or legal issues in 
dispute, taxpayers who exercise this option may appeal either to the Board of Tax Appeals or directly to the Arizona Tax 
Court.  Repeals the individual income tax credit for companies that invest in renewable energy facilities that produce 
electricity for use in the companies’ own manufacturing processes or international operations centers, but clarified that the 
repeal does not affect the continuing validity of any amount of the credit carried forward from previous taxable years for 
application against subsequent tax liabilities as allowed by prior law.  Adds sales of intangibles, defined as “sales derived 
from credit and charge card receivables, including fees, merchant discounts, interchanges, interest and related revenue” 
which the purchaser received the benefit of in Arizona to Arizona’s definition of “market sales” (Also affects Arizona sales 
tax and miscellaneous tax laws as summarized below.)   


 
HB 2425: School Tax Credit; Contributions.  Laws 2019, Chapter 164.   


Expands the state’s individual income tax credit for contributions to public schools from July 1, 2019 through June 30, 2022 
to include “capital items” as that term is defined by statute, including furniture, furnishings, athletic equipment and other 
equipment, including computer software, pupil and nonpupil transportation vehicles and equipment, including all capital  
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 HB 2757: Tax Provisions; Omnibus.  Laws 2019, Chapter 273. 


For tax year 2019, provides for retroactive conformity to provisions in the Internal Revenue Code in effect on January 1, 
2019, together with all retroactive effective dates, but excluding any changes to the Code enacted after January 1, 2019. 
Eliminated personal exemptions except exemptions for blind persons and persons sixty-five years of age and older.  
Consolidated tax rate brackets from five to four, slightly reduced the tax rate for three of the four brackets, and provided for 
the brackets to adjust automatically based on inflation going forward.  Eliminated the subtraction for Arizona Lottery prizes 
or winnings of less than $5,000.  Roughly tripled Arizona’s standard deductions, created a new mid-level standard 
deduction for single persons who are head of their household, and specified that going forward standard deductions will 
adjust for inflation in the same manner that they adjust at the federal level.  Established a new individual income tax credit 
to mitigate the costs incurred by taxpayers who care for dependents.  Clarified the definition of foreign dividends for 
purposes of the subtraction from Arizona income for corporations. 
 
For tax year 2018, provides for retroactive conformity to the provisions of the Internal Revenue Code in effect on January 1, 
2018, including those provisions that became effective during 2017 with the specific adoption of all retroactive effective 
dates, and including those provisions of the Bipartisan Budget Act of 2018 (PL. 115-123) and the Consolidated 
Appropriations Act (P.L. 115-141) that were retroactively effective during tax year 2018. 
 


 


 
 


 


expenditures within a contract if the school district contracts for pupil transportation, textbooks and related printed subject 
matter materials adopted by the governing board of the school district, instructional aids, and library books; community 
school meal programs that take place before or after regular school days on school property; student consumable health 
care supplies, including tissues, hand wipes, bandages and other health care consumables that generally are used by 
children; and playground equipment and shade structures for playground equipment.  Permits site councils to transfer 
undesignated contributions to any school within the same school district.  The Department estimated that these changes will 
cost the state’s General Fund roughly $4.2 million to $6.8 million annually in the near term.     
 
 
HB 2756: Revenue; Budget Reconciliation; 2019-2020.  Laws 2019, Chapter 272. 


Requires escrow agents licensed by the State of Arizona to file information returns using the same form and format required 
by the IRS with the Department by March 31 for sales of real property that closed by December 31 of the prior year. Allows 
companies with more than 2,000 employees in Arizona that generate more than 85% of their sales from support services 
provided to a regionally accredited institution of higher learning the option to apportion their income from support services 
based on the billing addresses of the students to which the services relate (market approach) rather than to the state where 
the greater portion of their income producing activity occurred (income approach) based on the cost of performance.     


 


 


 


 


 


 


 


 
 
 
 
 
 
 
Requires escrow agents licensed by the State of Arizona to file information returns using the same form and format required 
by the IRS with the Department by March 31 for sales of real property that closed by December 31 of the prior year. 
(Also affects Arizona sales tax laws as summarized below.) 
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SB 1027: Tax Credit; Charitable Organizations; Eligibility.  Laws 2019, Chapter 297. 


Extends the individual income tax credit for contributions to qualifying charitable organizations to include contributions to 
qualifying organizations that provide services to individuals (rather than just children per the former requirement) who have 
a chronic illness or physical disability, which means individuals whose primary diagnosis is a severe physical condition that 
my require ongoing medical or surgical intervention.  The Joint Legislative Budget Committee estimated that this change will 
cost the state between $1.2 million and $8.5 million annually going forward.  Retroactive to January 1, 2019. 


 


B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 
 
 


 
 
 
 
 
 


 


HB 2027: Online Lodging Marketplace; Local Taxation.  Laws 2019, Chapter 124.  


Limits the tax base for any tax imposed by Arizona cities or towns on proceeds from the business of operating an online 
lodging marketplace to the state’s tax base for such businesses. 


  
HB 2042: Income Tax; Statute of Limitations.  Laws 2019, Chapter 48.  


Allows the Department to issue audit assessments and other notices of additional tax due electronically, except for notices 
related to individual income tax.  (Also affects income tax laws as summarized above and miscellaneous tax laws as 
summarized below.) 


 
HB 2179: Video Service Provider.  Laws 2019, Chapter 163. 


Provides that the exemptions from the utilities classification, the telecommunication classification, the commercial lease 
classification, and the personal property rental classification for leasing or renting space to make attachments to utility poles 
to persons that are cable operators includes video service providers. These changes apply both at the state level and to 
Arizona cities and towns. 
 
 
 
 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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HB 2275: TPT Exemptions; Propagative Materials.  Laws 2019, Chapter 288. 
Clarifies that the sales and use exemptions for seeds, seedlings, roots, bulbs, cuttings and other propagative material 
includes seeds, seedlings roots, bulbs, liners, transplants, cuttings, soil and plant additives, agricultural minerals, auxiliary 
soil an plant substances, micronutrients, fertilizers, insecticides, herbicides, fungicides, soil fumigants, desiccants, 
rodenticides, adjuvants, plant nutrients and plant growth regulators.  With limited exceptions, these provisions do not apply 
to propagative materials used in producing any part, including seeds, of any plant of the genus cannabis.  Effective 
December 1, 2019.  The Joint Legislative Budget Committee estimated that this bill will cost the state $17.1 million, counties 
$7 million, and cities and towns $2.3 million annually.  
 


HB 2360: TPT; Estimated Payments; Liability Threshold.  Laws 2019, Chapter 290. 


Increases the $1 million dollar threshold that triggers Arizona’s annual estimated payment obligation.  The threshold is 
based on taxpayers’ actual tax liability in the preceding calendar year or anticipated liability in the current year.  Taxpayers 
that satisfy these thresholds must make estimated tax payments in June (i.e., before the end of the state’s fiscal year) for 
taxes that are not actually due until July.  The threshold will increase to $1.6 million in 2020, to $2.3 million in 2021, to $3.1 
million in 2022, and to $4.1 million in 2023 and each year thereafter.  These provisions will shift roughly $10 million per year 
into future fiscal years.  


 


HB 2367: Limited Audit Review.  Laws 2019, Chapter 169. 


Permits the Department to issue audit assessments using an electronic portal instead of by mail if the taxpayer agrees in 
writing and the Department notifies the taxpayer via e-mail on the same day the notice is posted to the electronic portal.  
(Also affects Arizona income tax laws as summarized above and miscellaneous tax laws as summarized below.) 
 


HB 2373: Tax Corrections Act of 2019.  Laws 2019, Chapter 203. 


Provides that certain adjustments the Department makes to electronically filed returns shall be treated as nonaudit 
adjustments.  Requires property management companies that file consolidated electronic tax returns for residential rentals 
to remit the tax electronically regardless of the amount of tax due in any taxable year.  (Also affects Arizona income tax laws 
as summarized above and miscellaneous tax laws as summarized below.) 


 


HB: 2445: TPT; Residential Rentals; Notice.  Laws 2019, Chapter 53. 


Requires cities and towns to notify businesses who are licensed to rent or lease real property for residential purposes by 
first class mail of new taxes or increased tax rates that apply to such businesses at least sixty days before the change.   
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HB 2672: Vacation Rentals; Short-Term Rentals; Regulation.  Laws 2019, Chapter 240. 


Requires online lodging operators that rent or offer for rent a lodging accommodation to have a current Arizona sales tax 
license and list the license number on each advertisement for each lodging accommodation the operator maintains, 
including online lodging marketplace postings.  Imposes penalties on online lodging operators that fail to comply with such 
requirements at the rate of $250 for the first offense and $1,000 for each subsequent offense.  
 
 


HB 2757: Tax Provisions; Omnibus.  Laws 2019, Chapter 273. 


Requires remote sellers that satisfy economic nexus standards to remit sales tax on proceeds from sales to customers in 
the state, implemented marketplace facilitator provisions, and preempted cities and towns from imposing retail sales taxes 
under their own tax codes.  Effective October 1, 2019.  See my articles on this topic for further details.  (Also affects Arizona 
income tax laws as summarized above.)   


 
 
SB 1019: TPT; Over The Top.  Laws 2019, Chapter 189.  


Provides that, for retail sales of tangible personal property, when the seller receives the order outside the state and there is 
no delivery address, the sale must be sourced based on the purchaser’s billing address.  Further provides that the gross 
proceeds from leasing or renting tangible personal property should be sourced to the lessee’s billing address when the 
lessor does not have a business location in the state or an address for the lessee.  Confirms that “over-the-top services” are 
not subject to Arizona’s sales tax on proceeds from intrastate telecommunications activity and prohibits Arizona cities and 
towns from levying any type of tax on proceeds from such services.  Defined “over-the-top services” to mean audio or video 
programming services that are received by the purchaser by means of an internet connection, regardless of the technology 
used, that include linear or live programming and that are generally considered comparable to programming provided by a 
radio or television broadcast station and includes related on-demand programming that is provided at no additional charge, 
regardless of whether the services are provided independently or packaged with other audio or video programming. 
 


C.  Property Tax Legislation  
 
HB 2074: Treatment and Education Facilities; Exemption.  Laws 2019, Chapter 208. 


Clarifies that: (1) facilities owned by a nonprofit residential treatment and education facility are exempt from property tax 
when used for education and not used or held for profit; and that (2) the portion of any property, building, and fixture leased 
to a nonprofit residential treatment and education facility and that is used for education instruction in any grade or program 
through grade twelve shall be classified as class 9 property.  Requires property owners that lease property to a residential 
treatment and education facility to file an affidavit with the county assessor stating that the residential treatment and 
education facility shall be the sole beneficiary of the class 9 property tax status and that the lease rate that is charged to the 
residential treatment and education facility is consistent with the lease rates that are charged to other tenants of the property 
or a fair market rate.  Retroactive to January 1, 2019.   







 


 
 
 


7 


STATE & LOCAL TAX 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 
© 2019 by James G. Busby, Jr., State & Local Tax Attorney at THE CAVANAGH LAW FIRM 


Summary of 2019 Arizona Tax Legislation 


 


 


 


HB 2094: Taxation; Agricultural Property; Partial Abatement.  Laws 2019, Chapter 49. 
Permits agricultural properties that have been in active production to continue to qualify for agricultural status in the event of 
a partial reduction or transfer of the available water supply or irrigation district water allotments for agricultural use.  Permits 
county treasurers to enter into payment plans for up to thirty-six months for delinquent personal property taxes in excess of 
$1,000. 
 


HB 2097: Personal Property; Reporting; Exemption.  Laws 2019, Chapter 225. 
Prohibits county assessors from requiring owners of personal property used for agricultural purposes and owners of 
personal property that is used in a trade or business and exempt from taxation pursuant to Arizona’s Constitutional 
exemption for the first $50,000 of such property (because the exemption is indexed for inflation, the exemption was for the 
first $176,000 of such property at the time this summary was created) from: (1) having to report such property; and (2) 
having to apply to be exempt from the normal reporting requirement for personal property.  


 


HB 2363: Tax Lien Sales; Procedures.  Laws 2019, Chapter 31. 


Allows county treasurers to collect the purchase price for tax lien sales up to fifteen days after the sale instead of at the time 
of the sale, and to prohibit purchasers of tax liens who fail to pay for such liens from purchasing tax liens from any county 
within the state for up to a year. 


 


HB 2493: Solar Energy Devices; Appraisal Methods.  Laws 2019, Chapter 291. 


Addresses the valuation of solar energy devices designed to produce solar energy primarily for on-site consumption due to 
ongoing litigation.  Affirms that such devices add no value to real property on which they are installed.  Explains that, if such 
devices are characterized as personal property and not subject to a constitutional exemption, such as the constitutional 
exemption for personal property owned by households and used for non-commercial purposes, they should be valued 
annually at their taxable original cost, less depreciation using a ten-year life as prescribed in tables adopted by the 
Department.  Requires county assessors to adjust the depreciation schedules prescribed by the Department as prescribed 
by statute.  Defines “taxable original cost.”   


 


HB 2556: Agricultural Property; Uses; Rural Activities.  Laws 2019, Chapter 294. 


Defines “agritourism” as any activity that allows members of the general public, for recreational or educational purposes, to 
view, enjoy or participate in rural activities, including farming, ranching, historical, cultural, u-pick, harvest-your-own produce 
or natural activities and attractions occurring or property defined as agricultural real property pursuant to section 42-12151 if 
the activity is conducted in connection with and directly related to a business whose primary income is derived from 
producing livestock or agricultural commodities for commercial purposes. Provides that properties devoted to agritourism 
qualify as agricultural real property for property tax purposes.  
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SB 1033: Property Tax Statements; Mortgaged Property.  Laws 2019, Chapter 167. 


Requires county treasurers to mail property tax bills to mortgagors automatically and, upon request, to mortgagees. 


 


SB 1235: Possessory Improvements; Government Property; Assessment.  Laws 2019, Chapter 249. 


Defines “possessory improvement” as all residential, commercial and industrial buildings, together with appurtenant 
awnings, decks, docks, garages, carports, storage or other incidental buildings, located on federal, state, county or 
municipal property or the property of another political subdivision of this state and that is owned by a nongovernmental 
possessor thereof.  Requires assessors to value possessory improvements using standard appraisal methods and 
techniques.  Subjects limited property values for possessory improvements to the same limitations that apply to limited 
property values for real property.  Subjects possessory improvements to the same procedures that apply in the case of 
delinquent taxes on real property.  


SB 1236: Tax Liens; Certificate Expiration.  Laws 2019, Chapter 303. 


Requires county treasurers to include the value of any outstanding fees in the sales price for tax liens.  Provides that, if a 
certificate of purchase is not redeemed and the purchaser or the purchaser’s heirs or assigns fail to commence an action to 
foreclose the right of redemption within ten years of the last day of the month in which the original certificate of purchase, 
including any subsequent taxes paid, was acquired, the certificate of purchase expires and the lien is void. 


  
 
D.  Other Tax & Tax-Related Legislation  
 
HB 2042: Income Tax; Statute of Limitations.  Laws 2019, Chapter 48.  


Allows the Department to issue audit assessments and other notices of additional tax due electronically, except for notices 
related to individual income tax.  (Also affects Arizona income tax and sales tax laws as summarized above.) 


 


HB 2109: County Transportation Excise Tax.  Laws 2019, Chapter 50. 


Permits county regional transportation authorities to levy transportation excises taxes of up to 1% instead of up to 0.5%, if 
approved by qualified electors at a countywide election.  Because all counties other than Maricopa County and Pima County 
already can levy a transportation excise tax of up to 1% and because Maricopa County is excluded, this change will only 
affect Pima County and any county that currently imposes a transportation excise tax of less than 0.5% but wants to levy 
such a tax in excess of 0.5%, but for now only Maricopa County and Pima County have regional transportation authorities.  
The Joint Legislative Budget Committee estimated that, if Pima County voters approve an additional 0.5% tax, the county 
would collect an additional $82.5 million per year.  
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HB 2281: Liquor Omnibus.  Laws 2019, Chapter 136. 


Allows liquor licensees to appeal suspensions, revocations, or failures to renew their liquor licenses if they were not 
delinquent on any taxes, penalties or interest owed to the state, cities, or towns; or if they were delinquent but for less than 
one hundred twenty days; or if they were delinquent but in an amount that totals $250 or less.  


 


HB 2367: Limited Audit Review.  Laws 2019, Chapter 169. 


Permits the Department to issue audit assessments using an electronic portal instead of by mail if the taxpayer agrees in 
writing and the Department notifies the taxpayer via e-mail on the same day the notice is posted to the electronic portal.  
(Also affects Arizona income and sales tax laws as summarized above.) 
 


HB 2373: Tax Corrections Act of 2019.  Laws 2019, Chapter 203. 


Provides that certain adjustments the Department makes to electronically filed returns shall be treated as nonaudit 
adjustments.  Provides that certain seizure provisions apply to all tobacco products rather than just cigarettes.  Provides that 
the Department’s fee for bad checks and other forms of insufficient funds applies whether the payment was for tax, 
penalties, interest, or fees.  (Also affects Arizona income and sales tax laws as summarized above.) 








 


  


 


Summary of 2018 Arizona Tax Legislation 
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills are effective on the general effective date for the legislative session, August 3, 2018.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


     © 2018 by James G. Busby, Jr.  


STATE & LOCAL TAX 
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A.  Income Tax Legislation 
 


HB 2191: Military Families; Assistance; Subaccounts.  Laws 2018, Chapter 258.  


Extends the sunset date for Arizona’s individual income tax credit for cash contributions to Arizona’s military relief fund from 
the end of 2018 to the end of 2026.  Establishes separate Pre-9/11 and Post-9/11 Veterans Subaccounts and requires 
donors to designate whether they want their donation to benefit one account, the other, or both in equal amounts.   


HB 2192: Military Family Relief Fund; Extension.  Laws 2018, Chapter 199. 


Also extends the sunset date for Arizona’s individual income tax credit for cash contributions to Arizona’s military relief fund 
from the end of 2018 to the end of 2026.   


 


HB 2647: Internal Revenue Code Conformity.  Laws 2018, Chapter 142.   


Provides for retroactive conformity to provisions in the Internal Revenue Code in effect on January 1, 2017, including the 
specific adoption of the Disaster Tax Relief and Airport and Airway Extension Act of 2017 (P.L. 115-63), the Tax Cuts and 
Jobs Act (P.L. 115-97), and the Bipartisan Budget Act of 2018 (P.L. 115-123), together with their retroactive effective dates.  
However, conformity to the 2017 Federal Tax Reform Act applicable for tax year 2018 and forward was not included in this 
bill.  The Arizona Department of Revenue estimated that, if the state does not make any adjustments in response to the 
2017 Federal Tax Reform Act, the state will collect an additional $250-$300 million annually.  
 


  


SB 1293: Department of Revenue; Administrative Efficiency.  Laws 2018, Chapter 338. 


Allows the Arizona Department of Revenue (“Department”) to send specified notices and perform various actions 
electronically and to dispose of certain documents when taxpayers consent or do not ask for them to be returned within 30 
days.  Notably, in the legislative intent clause, the legislature specified that it is their intent that the Department provide 
taxpayers with the option of receiving notices from the Department electronically, but that they provide such notices in the 
manner requested by the taxpayer.  Provides that the five percent penalty on taxpayers who fail to make payments 
electronically when required to do so is not applicable when the failure is due to reasonable cause and not due to willful 
neglect.  Simplifies Arizona’s statutes describing the types of organizations that are exempt from income tax, largely by 
referring to organizations that are exempt from tax under the Internal Revenue Code, and dealing with denials of exempt 
status.  Eliminates the provision in Arizona law that prohibited taxpayers from deducting expenses for long-term health care 
that are paid or reimbursed from taxpayers’ long-term health care savings accounts as well as the addition to Arizona gross 
income for amounts withdrawn from long-term health care savings accounts not used to pay taxpayer’s long-term health 
care expenses and the subtraction from Arizona gross income for amounts deposited in such accounts by taxpayers during 
the tax year to the extent that the taxpayers’ contributions are included in the taxpayers’ federal adjusted gross income.  
Effective January 1, 2019.  (Also affects Arizona sales tax, property tax, and miscellaneous tax laws as summarized below.) 
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SB 1294: Tax Corrections Act of 2018.  Laws 2018, Chapter 104. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Provisions relevant to income 
tax laws include: (1) repeals Arizona statutes relating to accounting periods and changes in accounting periods and 
specifies that income shall be computed on the basis of the taxpayer’s tax year as defined in Internal Revenue Code section 
441, and (2) provides that annual adjustments to the amount of Arizona personal exemptions shall not result in decreases 
from the prior year.   (Also affects Arizona sales tax, property tax, and miscellaneous tax laws as summarized below.) 


 


SB 1385: Tax Appeals; Administrative Hearings; Confidentiality.  Laws 2018, Chapter 218. 


Defines “principal officer” in order to clarify that the chief executive officer, president, secretary, treasurer, vice president of 
tax, chief financial officer, chief operating officer, chief tax officer, or any other corporate officer who has the authority to bind 
the taxpayer on matters related to state taxes may sign the Department’s power of attorney forms for corporate taxpayers.  
Retroactive to May 23, 2015.  (Also affects sales tax and miscellaneous tax types as summarized below.) 
 
 


SB 1386: High-Tech Tax Fraud.  Laws 2018, Chapter 190. 


Levies fines of up to $500,000 and makes it a class 5 felony (or a class 1 misdemeanor for first time violations) for those 
who purchase, sell, license, install, transfer, manufacture, develop, possess or use any automated sales suppression device 
or service, zapper, or phantom-ware with the intent to defeat or evade any tax administered by the Department.  (Also 
applies to sales tax and miscellaneous taxes as noted below.) 


 


SB 1405: Corporate Income Tax Allocation; Sales.  Laws 2018, Chapter 106. 


Allows corporate taxpayers who derive more than 85 percent of their sales from services or intangibles provided to 
purchasers who receive the benefit of the services outside Arizona to opt for market-based sourcing.  Defines “sales from 
intangibles” to include sales derived from credit and charge card receivables, including fees, merchant discounts, 
interchanges, interest and related revenue.  Effective January 1, 2019. 
 


SB 1529: Revenues; Budget; Reconciliation; 2018-2019.  Laws 2018, Chapter 283. 


Allows a subtraction from Arizona gross income for persons with benefits, annuities, or pensions received as retired or 
retainer pay of the uniformed services of the United States in an amount not to exceed $2,500 for tax year 2018 and in an 
amount not to exceed $3,500 beginning in tax year 2019. 
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B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 


 


 


 


 


 


 


 


 


 
 
HB 2003: Coal Mining; TPT; Repeal.  Laws 2018, Chapter 263.  


Provides that proceeds from coal are not subject to Arizona’s state-level taxes on proceeds from businesses engaged in 
retail sales or mining nonmetalliferous minerals, but adds a new county-level tax on proceeds from coal.  Provides that 
cities, towns, and special taxing districts may not levy sales, use, or similar taxes on coal.  However, these changes will not 
go into effect unless a new owner takes over the Navajo Generating Station on or before December 31, 2022.    


  


 
HB 2416: Appropriations; Study; Prime Contracting Classification.  Laws 2018, Chapter 305. 


Appropriates $75,000 to commission an independent study of the rate of noncompliance with Arizona’s tax on prime 
contractors.     


 


HB 2484: Local Food Tax; Equality.  Laws 2018, Chapter 17. 


Provides that, if a city or town imposes a sales, use, or similar tax or fee on the sale of food for home consumption, the tax 
must be applied uniformly on all such food.  Likewise, if they impose a tax or fee on the sale of food for consumption on the  
premises, the tax must be applied uniformly on all such food.  Also prohibits such jurisdictions from imposing such taxes or 
fees on: (1) the manufacture, wholesale, or distribution to or among any wholesalers, distributors, or retailers of food items 
intended for human consumption, and (2) any container or packaging used exclusively for transporting, protecting, or 
consuming food items intended for human consumption. 


 


 
 
 
 
 
 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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SB 1120: Tax Exemption; Special Events; Nonprofits.  Laws 2018, Chapter 249. 


Clarifies that the deductions and exemptions from state and local sales taxes for sales or leases of tangible personal 
property to, and purchases of tangible personal property by, particular types of nonprofit organizations associated with a 
major league baseball team or a national touring professional golfing association do not apply to organizations that are 
owned, managed, or controlled, in whole or in part, by a major league baseball team, or its owners, officers, employees or 
agents, or by a major league baseball association or professional golfing association, or its owners, officers, employees or 
agents, unless the organization conducted exhibition events in Arizona before January 1, 2018 that were exempt from 
taxation under the amusement classification.  Retroactive to January 1, 2018. 


 


SB 1293: Department of Revenue; Administrative Efficiency.  Laws 2018, Chapter 338. 


Allows the Department to send specified notices and perform various actions electronically and to dispose of certain 
documents when taxpayers consent or do not ask for them to be returned within 30 days.  Notably, in the legislative intent 
clause, the legislature specified that it is their intent that the Department provide taxpayers with the option of receiving 
notices from the Department electronically, but that they provide such notices in the manner requested by the taxpayer.  
Provides that the five percent penalty on taxpayers who fail to make payments electronically when required to do so is not 
applicable when the failure is due to reasonable cause and not due to willful neglect.  Effective January 1, 2019.  (Also 
affects Arizona income tax laws as summarized above and property tax and miscellaneous tax laws as summarized below.) 


 
SB 1294: Tax Corrections Act of 2018.  Laws 2018, Chapter 104. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws.  Provisions relevant to sales 
tax laws include language clarifying that property management companies do not have to pay license fees in order to file an 
electronic consolidated tax return for individual properties under management on behalf of the property owners.   (Also 
affects Arizona income tax laws as summarized above and property tax and miscellaneous tax laws as summarized below.) 


 


SB 1382: TPT; Online Lodging Marketplace; Registration.  Laws 2018, Chapter 189. 


Requires all online lodging marketplaces to register with the Department to collect all state and local taxes levied on online 
lodging operators for transactions facilitated by the online lodging marketplace.  Effective January 1, 2019.  Clarifies that  the 
tax base for the online lodging marketplace classification does not include proceeds from charges to occupy properties that 
are classified as commercial properties for property tax purposes.   
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SB 1385: Tax Appeals; Administrative Hearings; Confidentiality.  Laws 2018, Chapter 218. 


Allows taxpayers an option to bypass the administrative hearing process before the Office of Administrative Hearings for 
disputes involving audit assessments and refund denials issued by the Department pending on or arising after December 
31, 2016, except for cases involving withholding, individual, and corporate income taxes.  After filing their protest and 
meeting with a designated appeals officer at the Department to clarify any fact or legal issues in dispute, taxpayers who 
exercise this option may appeal either to the Board of Tax Appeals or directly to the Arizona Tax Court.  Defines “principal 
officer” in order to clarify that the chief executive officer, president, secretary, treasurer, vice president of tax, chief financial 
officer, chief operating officer, chief tax officer, or any other corporate officer who has the authority to bind the taxpayer on 
matters related to state taxes may sign the Department’s power of attorney forms for corporate taxpayers.  The POA 
provisions are retroactive to May 23, 2015.  (Also affects Arizona income tax laws as summarized above miscellaneous tax 
types as summarized below.) 
 


 
SB 1386: High-Tech Tax Fraud.  Laws 2018, Chapter 190. 


Levies fines of up to $500,000 and makes it a class 5 felony (or a class 1 misdemeanor for first time violations) for those 
who purchase, sell, license, install, transfer, manufacture, develop, possess or use any automated sales suppression device 
or service, zapper, or phantom-ware with the intent to defeat or evade any tax administered by the Department.  (Also 
applies to income taxes as noted above and to miscellaneous taxes as noted below.) 


 


SB 1390: TPT; Additional Rate; Education.  Laws 2018, Chapter 74. 


Extends the 0.6 percent sales and use tax used to fund educational programs that was scheduled to expire on June 30, 
2021 for another twenty years.  The tax generates roughly $700 million per year.  Created a refundable income tax credit 
available to low-income individuals for as much as $25 per person, $100 per household to mitigate the effects of this sales 
tax on such individuals.  As a measure that increased taxes, pursuant to Proposition 108, this bill required the affirmative 
vote of at least two-thirds of the members of both houses of the legislature and became effective when Governor Ducey 
signed it on March 26, 2018.  


 


SB 1409: TPT; Prime Contracting; Replacement.  Laws 2018, Chapter 341. 


Changes the definition of “alteration” for purposes of the exclusion from Arizona’s prime contracting tax for proceeds from 
contracts with owners of real property or improvements to real property that merely involve making alterations to their 
property.  The change only applies to work performed on properties that are not residential properties.  Effective January 1, 
2019, projects will no longer be classified as prime contracting projects rather than as alteration projects merely because the 
scope of work directly relates to more than 40 percent of the existing square footage of the property or because the scope of 
work involves expanding the square footage of more than 10 percent of the existing property .  For bids submitted or 
contracts entered into, or any other binding obligation executed prior to December 31, 2018, the contractor shall treat such 
contracts or obligations in a manner consistent with the tax requirements prior to December 31, 2018. 
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C.  Property Tax Legislation  


 
HB 2198: Property Tax; Delinquent Tax List.  Laws 2018, Chapter 114. 


Provides that county treasurers no longer are required to provide legal descriptions for properties on lists of property tax 
liens for sale, but requires them to include property account numbers, when available, along with parcel numbers.   


 


HB 2385: Property Tax Appeals; Court Findings.  Laws 2018, Chapter 73. 


Provides that, when county assessors appeal State Board of Equalization determinations of a property’s value to the 
Arizona Tax Court, the court’s finding of value may not be greater than the full cash value the taxpayer challenged at the 
Board.  This provision does not apply when the value of the property for the year in dispute was fixed by statute based on a 
reduction achieved by appealing the value of the property for the prior tax year.  This provision applies retroactively to 
property tax appeals that were filed in court beginning January 1, 2017 and, as an emergency measure, it went into effect 
when Governor Ducey signed the bill on March 23, 2018. 


 


HB 2596: Property Taxes; Procedures; Abatement.  Laws 2018, Chapter 319. 


Permits any person who wants to redeem a property tax lien on behalf of the owner to do so by making a charitable gi ft.  
Affords county treasurers the discretion to abate personal property tax liabilities, including interest, and remove liens on 
personal property when the amount is de minimis, the tax is more than six years past due, and the county assessor agrees.  


 


SB 1144: Conservation Easements; Notice; Valuation.  Laws 2018, Chapter 52. 


Requires county assessors to maintain records regarding the value of real properties burdened by conservation easements 
as determined by independent appraisals prior to the creation of the easements, and to include the name of the holder of 
the conservation easement as well as the identity of any third-parties who have the right to enforce such easements in the 
registries they maintain.  


 


SB 1293: Department of Revenue; Administrative Efficiency.  Laws 2018, Chapter 338. 


Allows the Department to send specified notices, including valuation notices, electronically.  Notably, in the legislative intent 
clause, the legislature specified that it is their intent that the Department provide taxpayers with the option of receiving 
notices from the Department electronically, but that they provide such notices in the manner requested by the taxpayer.  
Clarifies that, for purposes of Arizona’s exemptions for properties owned by nonprof it organizations, normally the 
organization’s nonprofit status should be documented by providing a copy of the letter the organization received from the 
Internal Revenue Service recognizing their tax-exempt status.  Effective January 1, 2019.  (Also affects Arizona income and 
sales tax laws as summarized above and miscellaneous tax laws as summarized below.) 
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SB 1294: Tax Corrections Act of 2018.  Laws 2018, Chapter 104. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws.  Provisions relevant to property 
tax laws include language clarifying that, when a parcel has more than one assessment percentage applied to its full cash 
value due to multiple uses, the county assessor shall apply the percentage to the limited property value in the same 
proportion and in the same manner as the parcel’s full cash value.  (Also affects Arizona income and sales taxes as 
summarized above and miscellaneous tax laws as summarized below.) 


  
D.  Other Tax & Tax-Related Legislation  
 
HB 2126: Government Property; Abatement; Slum; Blight.  Laws 2018, Chapter 231. 


Limits the size of municipal central business districts, defines “geographically compact,” and requires cities and towns to 
periodically review and either renew, modify, or terminate their designations of areas as slums or blighted for purposes of 
determining whether properties qualify for an abatement from Arizona’s government property lease excise tax.     


 
HB 2166: Vehicle Fees; Alternative Fuel VLT.  Laws 2018, Chapter 265. 


Requires the Arizona Department of Transportation to collect a highway safety fee each time an owner registers a vehicle.  
These fees of roughly $18 per vehicle will raise about $150 million per year for the state’s highway patrol program.  Also 
substantially increases vehicle license tax rates for alternative fuel vehicles beginning January 1, 2020.  Tax rates for most 
alternative fuel vehicles will be closer to, but still less than, tax rates for standard vehicles.  Tax rates for alternative fuel 
vehicles purchased on or after January 1, 2020 that exceed 10,000 pounds will be equal to tax rates for standard vehicles. 


HB 2456: Stadium District; Extension; Rio Nuevo.  Laws 2018, Chapter 138. 


Extends one of the statutory termination dates, from July 1, 2025 to July 1, 2035, for distributions of sales taxes from the 
state general fund to benefit Tucson’s Rio Nuevo District and outlines the method by which the District’s board must dispose 
of its real property and improvements upon termination of the District.  Between 2004 and 2016, the District received nearly 
$140 million in sales tax distributions from the state’s general fund. 


 


SB 1101: Captive Insurers; Licensing.  Laws 2018, Chapter 273. 


Requires agency captive insurers that insure risks on group term life insurance, employer group disability income insurance, 
or reimbursement of employer health plan deductibles to pay any premium tax on such policies that is in excess of the fees 
described by statute.  
 


SB 1293: Department of Revenue; Administrative Efficiency.  Laws 2018, Chapter 338. 


Allows the Department to send specified notices and perform various actions electronically and to dispose of certain 
documents when taxpayers consent or do not ask for them to be returned within 30 days.  Notably, in the legislative intent  
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clause, the legislature specified that it is their intent that the Department provide taxpayers with the option of receiving 
notices from the Department electronically, but that they provide such notices in the manner requested by the taxpayer.  
Provides that the five percent penalty on taxpayers who fail to make payments electronically when required to do so is not 
applicable when the failure is due to reasonable cause and not due to willful neglect.  Reduces the amount of information 
required in the annual returns tax-exempt organizations must file.  Requires the MVD to collect city use tax, in addition to 
state use tax, when issuing titles or registering vehicles.  Requires employers to file withholding returns electronically 
beginning January 1, 2020, or when the Department establishes an electronic filing program, whichever is later.  Effective 
January 1, 2019.  (Also affects Arizona income, sales, and property tax laws as summarized above.) 


 


SB 1294: Tax Corrections Act of 2018.  Laws 2018, Chapter 104. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Provisions relevant to 
miscellaneous taxes include technical corrections to: (1) premium tax statutes, and (2) luxury tax statutes dealing with 
tobacco products, cigarettes, and roll-your-own tobacco.  (Also affects Arizona income, sales, and property tax laws as 
summarized above.) 


 


SB 1385: Tax Appeals; Administrative Hearings; Confidentiality.  Laws 2018, Chapter 218. 


Allows taxpayers an option to bypass the administrative hearing process before the Office of Administrative Hearings for 
disputes involving audit assessments and refund denials issued by the Department pending on or arising after December 
31, 2016, except for cases involving withholding, individual and corporate income taxes.  After filing their protest and 
meeting with a designated appeals officer at the Department to clarify any fact or legal issues in dispute, taxpayers who 
exercise this option may appeal either to the Board of Tax Appeals or directly to the Arizona Tax Court.  While this change 
will most commonly apply to cases involving state and local tax assessments and refund denials involving sales and use tax 
issues, it also could apply to disputes involving severance tax, telecommunication services excise tax, and other taxes 
administered by the Department, including luxury tax, the taxes on water use, and the jet fuel excise and use tax, as well as 
to disputes involving seizures and forfeitures of tobacco products caused by luxury tax stamp issues.  Defines “principal 
officer” in order to clarify that the chief executive officer, president, secretary, treasurer, vice president of tax, chief financial 
officer, chief operating officer, chief tax officer, or any other corporate officer who has the authority to bind the taxpayer on 
matters related to state taxes may sign the Department’s power of attorney forms for corporate taxpayers.  The POA 
provisions are retroactive to May 23, 2015.  (Also affects income and sales tax laws as summarized above.) 


 


SB 1386: High-Tech Tax Fraud.  Laws 2018, Chapter 190. 


Levies fines of up to $500,000 and makes it a class 5 felony (or a class 1 misdemeanor for first time violations) for those 
who purchase, sell, license, install, transfer, manufacture, develop, possess or use any automated sales suppression device 
or service, zapper, or phantom-ware with the intent to defeat or evade any tax administered by the Department.  (Also 
applies to income taxes and sales taxes as noted above.) 
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills are effective on the general effective date for the legislative session, August 9, 2017.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


     © 2017 by James G. Busby, Jr.  


STATE & LOCAL TAX 
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A.  Income Tax Legislation 
 
 


SB 1290: Internal Revenue Code Conformity.  Laws 2017, Chapter 2.  


Provides for retroactive conformity to most provisions in the Internal Revenue Code in effect on January 1, 2017, including 
the specific adoption of all federal retroactive effective dates.  Provides that partnerships that have no Arizona income, 
deductions, or credits for a taxable year are not required to file a partnership return for that year.  Accelerates the deadline 
for employers to file annual withholding returns from February 28 to January 31.  Extends the deadline for employers to 
furnish their employees with a statement of the amount withheld by one day, from January 30 to January 31.  The 
legislature estimated the fiscal impact of this bill to the state’s general fund at $250,000. 


 


SB 1291: Tax Correction Act of 2017.  Laws 2017, Chapter 178. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Provisions relevant to income 
taxes include: (1) limiting the credit for individual income taxes paid to another state to the year in which the income is 
subject to tax in the other state, (2) limiting individuals who participate in a composite return to credits for taxes paid to other 
states to taxes imposed on and paid directly by the individual taxpayer, (3) defining “net income tax” for purposes of taking 
credits for individual income taxes paid to foreign countries, and (4) requiring taxpayers to use the foreign currency 
conversion rate in effect on the date they pay individual income taxes to a foreign country.   (Also affects Arizona sales tax 
and miscellaneous tax laws as summarized below.) 


 


SB 1416: Quality Jobs Incentives; Tax Credits.  Laws 2017, Chapter 340. 


Extends Arizona’s individual and corporate income tax credits (worth up to $9,000 for each net qualified employment 
position) for businesses that make qualifying capital investments and add qualifying employment positions in the state to 
July 2025 (the previous deadline was before July 2017), and reduces the minimum capital investment requirements for 
businesses that create higher paying jobs.  Added a provision to protect businesses that make qualifying investments in 
manufacturing, research, or headquarter facilities in Arizona such that the business may claim all five annual installments of 
the credit (worth up to $150 million) available to individual and corporate income tax payers even if the credit is 
subsequently repealed or terminated.  Increases the individual and corporate income tax credits for increased investments 
in qualified research expenses over base amounts as determined pursuant to IRC § 41 for a limited time.  For tax years 
2018 through 2021, the amount of the credit increases from 20 percent to 24 percent for increased expenditures of $2.5 
million or less.  For increased expenditures of more than $2.5 million, the credit increases from $500,000 plus 11 percent of 
any amount exceeding $2.5 million to $600,000 plus 15 percent of any amount exceeding $2.5 million.  Beginning with tax 
year 2022, the amount of the credit will revert to pre-2018 levels.  The Joint Legislative Budget Committee estimated the 
static fiscal impact of this bill at $1.4 million in fiscal year 2019 and at $3.1 million per year by fiscal year 2021, primarily due 
to the changes to these income tax credits.  Effective January 1, 2018.  (Also affects Arizona sales tax, property tax, and 
other laws as summarized below.) 
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SB 2014: Legal Tender Exchange; Tax Effect.  Laws 2017, Chapter 316. 


Provides that individuals and corporations may subtract from Arizona income any capital gains, and add any capital losses, 
incurred from the exchange of one form of legal tender for another, including specie. Defines specie as coins containing 
precious metals.  Effective January 1, 2018.  
 


HB 2158: Tax Settlement; Native American Veterans.  Laws 2017, Chapter 215. 


Extends the deadline for qualifying Native American veterans of the U.S. armed forces who were domiciled within the 
boundaries of their tribal lands, or of their spouse’s tribal lands, while in active military service and who mistakenly had state 
income taxes withheld from their pay to apply for tax refunds from December 31, 2017 to December 31, 2019.  Permits 
recoveries of taxes mistakenly withheld between July 1, 1977 (instead of the previous September 1, 1993 beginning date) 
and December 31, 2005.   


 


HB 2191: Angel Investor; Tax Credit Cap.  Laws 2017, Chapter 319. 


Allows the Arizona Commerce Authority to authorize an additional $10 million, up to $2.5 million per fiscal year plus any 
unused credit capacity from previous fiscal years, in individual income tax credits for qualified investments in small 
businesses between July 1, 2017 and June 30, 2021.     


HB 2214: Income Tax Subtraction; ADA Retrofits.  Laws 2017, Chapter 278. 


Allows individuals and corporations to immediately subtract from their Arizona gross income eligible reasonable and 
necessary expenditures incurred during the taxable year to comply with the requirements of the Americans With Disabilities 
Act (ADA) rather than depreciate them over multiple years.  This provision only applies to expenditures to retrofit a 
developed real property placed in service at least ten years ago, yet expenditures for things such as interpreters, readers 
and other equipment qualify in addition to the expenses necessary to remove barriers.  Expenditures required to cure a 
violation of the ADA or related Arizona laws are ineligible for the immediate expensing provision.  Qualifying taxpayers are 
required to add to their Arizona gross income any expenditures for the same items recognized by the IRC and included in 
their calculation of taxable income for the current year.  The Joint Legislative Budget Committee estimated the fiscal impact 
of this bill to the state’s general fund at $1.3 million for fiscal year 2019 and at $1.2 million for fiscal year 2020, but observed 
that these amounts will be offset by revenue increases in subsequent years.  Effective January 1, 2018. 


 


HB 2280: Department of Revenue; Electronic Filing.  Laws 2017, Chapter 60. 
Permits the Arizona Department of Revenue (“Department”) to require payments of corporate income tax to be made 
electronically but, because the Department has not implemented an electronic filing system for corporate income tax, 
partnership, and fiduciary returns, such returns do not have to be filed electronically until 2021, or when the Department 
implements the electronic filing system for them, whichever comes later.  Prohibits the Department from requiring electronic 
payment of individual income tax.  Prohibits individual income tax return preparers from charging a separate fee to file  
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a return using the Department’s electronic filing program, but requires individual income tax preparers who handle more 
than ten original income tax returns that are timely filed for tax year 2018 or later to electronically file all individual income 
tax returns for that tax year and all subsequent years, unless taxpayers elect to file a paper return.  Permits taxpayers who 
do not have a computer or internet access, or who satisfy other circumstances that the Department’s Director deems 
worthy, to file an application on or before December 31 of each year to obtain an annual waiver of the electronic payment 
and filing requirements.  All other Arizona taxpayers who are required to make a payment electronically but fail to do so may 
be subject to a five percent penalty.  Increases the Department’s fee for checks or electronic payments that are dishonored 
by financial institutions from $25 to $50. 


 


HB 2438: Corporations; Nontaxable Event; Status Change.  Laws 2017, Chapter 127. 


Provides that a change in the organizational structure of a corporation, limited liability company, or partnership into another 
organizational structure is not a taxable event for Arizona income tax purposes if there is no change among the owners, 
their ownership interests, or the assets of the organization. 


 


HB 2523: Spay and Neuter; Tax Checkoff.  Laws 2017, Chapter 172. 


Requires the Department to add a space on Arizona’s individual income tax return for taxpayers to designate a portion of 
their refund, or donate an additional amount, to a fund established to spay and neuter animals.  Retroactive to January 1, 
2017. 
 


HB 2528: Index Exemptions; Unused Tax Credits.  Laws 2017, Chapter 299. 


Increases the personal exemption from Arizona’s individual income tax for tax year 2017 by $50 per individual, $100 per 
married couple, and $150 per married couple with at least one dependent.  Increases the personal exemption from 
Arizona’s individual income tax for tax year 2018 by another $50 per individual, another $100 per married couple, and 
another $150 per married couple with at least one dependent.  Indexes the personal exemption from Arizona’s individual 
income tax by inflation beginning with tax year 2019.  Repeals seldom-used and unused tax credits, including the individual 
and corporate income tax credits for: (1) healthy forest enterprises, (2) military reuse zones, (3) renewable energy 
operations, (4) solar liquid fuel, and (5) solar water heater plumbing stub outs and electric vehicle recharge outlets; and the 
insurance premium tax credit for military reuse zones.  Amends Arizona’s individual and corporate income tax credits (worth 
up to $25 million) for investments in new renewable energy facilities that produce energy for self-consumption so that they 
only apply if the power is used primarily for an international operations center and not if the power is used in a 
manufacturing facility.  Establishes a procedure to repeal tax credits going forward whenever they go unused for four years.  
Clarifies that the repeal of tax credits under this bill does not affect the continuing validity of credit amounts carried forward 
from previous tax years for application against subsequent tax liabilities as allowed by prior law.  The Joint Legislative 
Budget Committee estimated the fiscal impact of this bill to the state’s general fund at $3.6 million in fiscal year 2018, $10.2 
million in fiscal year 2019, and at $16.3 million in fiscal year 2020.  Except as noted above, the provisions of this bill are 
effective January 1, 2018. 
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B.  Transaction Privilege ("Sales") and Use Tax Legislation 


 


 


 


 


 


 


 


 


 


SB 1010: Reviser’s Technical Corrections; 2017.  Laws 2017, Chapter 76. 


Blends miscellaneous changes made to Arizona’s sales and use tax laws last year that could not previously be blended due 
to the delayed effective date for some of the changes.  The changes relate to the new state sales tax deduction and use tax 
exemption for aircraft, navigational and communications instruments, and other accessories and related equipment sold to 
those who will lease or otherwise transfer operational control of the aircraft or equipment to a qualifying party for at least 50 
percent of the aircraft’s flight hours.  Retroactive to June 1, 1998, but with significant limitations on refunds. 


  


SB 1291: Tax Correction Act of 2017.  Laws 2017, Chapter 178. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Provisions relevant to sales 
taxes include: (1) eliminating the state’s use tax exemption for supplies (but not feed, salts, vitamins and other additives) 
sold to persons for use or consumption in the business of farming, ranching, and producing or feeding livestock or poultry or 
for use or consumption in noncommercial boarding of livestock, (2) permitting the Department to recommend changes to the 
state’s model city tax code for consideration by the Municipal Tax Code Commission, and (3) extending to counties with less 
than 2.5 million but more than 500,000 persons the authority to impose taxes on online lodging marketplaces in addition to 
hotels and motels.  (Also affects Arizona income tax laws as described above, and miscellaneous tax laws as described 
below.) 
   
SB 1416: Quality Jobs Incentives; Tax Credits.  Laws 2017, Chapter 340. 


Extends Arizona’s sales tax deduction and use tax exemption for aircraft, navigational, and communications equipment to 
fractional ownership programs that meet the requirements of particular federal aviation administrative regulations.  Effective 
January 1, 2018.  (Also affects Arizona income tax laws as summarized above, and Arizona property tax and other laws as 
summarized below.) 


 


SJR 1002: Phoenix-Goodyear Airport; Reuse Zone.  (Senate Joint Resolution) 


Renews military reuse zone status for the Phoenix-Goodyear Airport through December 3, 2027. (There is a deduction from 
Arizona’s sales tax on prime contractors for proceeds from a construction contract performed within an active military reuse 
zone for a company providing aviation or aerospace services, or for a manufacturer, assembler or fabricator of aviation or 
aerospace products.) 


 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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HB 2280: Department of Revenue; Electronic Filing.  Laws 2017, Chapter 60. 


Requires taxpayers who file tax returns and make payments related to state and local sales and use taxes to file returns and 
pay taxes electronically if they had an actual tax liability in the previous calendar year, or reasonably anticipate a tax liability 
in the current year, equal to or in excess of the amounts set forth below – regardless of the number of locations they have in 
the state: (a) $20,000, beginning July 1, 2017 (the Department accelerated this effective date from January 1, 2018 per 
A.A.C. R15-5-302(D)); (b) $10,000, beginning January 1, 2019; (c) $5,000 beginning January 1, 2020; and (d) $500 
beginning January 1, 2021.  Permits taxpayers who do not have a computer or internet access, or who satisfy other 
circumstances that the Department’s Director deems worthy, to file an application on or before December 31 of each year to 
obtain an annual waiver of the electronic payment and filing requirements.  All other Arizona taxpayers who are required to 
make a payment electronically but fail to do so may be subject to a five percent penalty.  On the other hand, as an incentive 
to encourage electronic filing by businesses subject to Arizona’s sales and severance taxes – regardless of whether they 
are required to file electronically yet – the state increased the credit available to such taxpayers for their accounting and 
reporting expenses.  For such taxpayers who file electronically, the credit increases from 1 percent of the amount of tax due 
not to exceed $10,000 in any calendar year to 1.2 percent of tax due not to exceed $12,000 in any calendar year.  Modifies 
the 4.5 percent penalty for failure to file a return for state or local sales or use taxes by adding a $25 minimum and changing 
the maximum from 25 percent of the tax to $100 or 25 percent of the tax, whichever is greater.  Increases the Department’s 
fee for checks or electronic payments that are dishonored by financial institutions from $25 to $50.  Permits the Department 
to revoke any state or local sales tax license issued to any person or business who fails for thirteen consecutive months to 
file a return. 
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C.  Property Tax Legislation  


 


SB 1326: Telecommunications; Broadband; Accelerated Depreciation.  Laws 2017, Chapter 220.  


Provides for accelerated depreciation of qualifying broadband infrastructure owned by telecommunications companies, 
including but not limited to multiplexers, routers, servers, fiber optics, coaxial cable and equipment capable of being used for 
in or in connection with the transmission of data at a rate of at least four megabits per second in at least one direction.  The 
Joint Legislative Budget Committee estimated the fiscal impact of this bill to the state’s general fund at $2.7 million annually 
due to the effect it will have on the state’s share of school funding beginning in fiscal year 2020.  Applicable to items first 
placed in service on or after January 1, 2017.  
 
 


 


SB 1416: Quality Jobs Incentives; Tax Credits.  Laws 2017, Chapter 340. 


Extends accelerated depreciation for certain types of personal property to qualifying personal property located in foreign 
trade zones and in military reuse zones.  Effective January 1, 2018.  (Also affects Arizona income and sales tax laws as 
summarized above, and Arizona property tax and other laws as summarized below.) 


 


 
SJR 1002: Phoenix-Goodyear Airport; Reuse Zone.  (Senate Joint Resolution) 


Renews military reuse zone status for the Phoenix-Goodyear Airport through December 3, 2027.  (Real and personal 
property and improvements that are located in a military reuse zone may qualify for class 6 property tax status if devoted to 
providing aviation or aerospace services or to manufacturing, assembling, or fabricating aviation or aerospace products.) 


 
HB 2366: Agricultural Land; Fallowing; Property Tax.  Laws 2017, Chapter 232. 


Permits one to document a temporary reduction or transfer in the available water supply for purposes of demonstrating a 
property’s eligibility for treatment as an agricultural property by an official declaration by an official from the irrigation district 
to the county assessor that confirms the reduction or transfer.  This provision applies in counties with a population of less 
than 900,000 persons (currently, everywhere except Maricopa and Pima counties). 
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D.  Other Tax & Tax-Related Legislation  
 


SB 1058: Repeal; Regional Attraction Districts.  Laws 2017, Chapter 7. 


Repeals a law enacted in 2008 that would have permitted municipalities, like Eloy, to create a Regional Attraction District 
that could raise up to $750 million with negotiable revenue bonds and levy sales taxes of up to 10% on top of existing sales 
taxes to pay for the bonds.   
 


 


SB 1416: Quality Jobs Incentives; Tax Credits.  Laws 2017, Chapter 340. 


Provides that cities, towns, and counties that are required to make public infrastructure improvements to support qualifying 
investments by manufacturers to commit all of their state-shared sales tax revenue (rather than just 20 percent) from such 
projects to help pay for the public infrastructure improvements.  Extends Arizona’s insurance premium tax credit (worth up to 
$9,000 for each net qualified employment position) for businesses that make qualifying capital investments and add 
qualifying employment positions in the state to July 2025 (the previous deadline was before July 2017), and reduces the 
minimum capital investment requirements for businesses that create higher paying jobs.  Effective January 1, 2018.  (Also 
affects Arizona income, sales, and property tax laws as summarized above.) 


 


SB 1291: Tax Correction Act of 2017.  Laws 2017, Chapter 178. 


Makes numerous technical corrections and some substantive changes to Arizona's tax laws. Provisions relevant to 
miscellaneous taxes include: (1) requiring tobacco distributors to notify the Department in writing within 30 days of any 
change in over 50 percent of the ownership interests in their business entity resulting from a single transaction, (2) clarifying 
that tobacco products held or stored for sale in Arizona may not be held or stored at a residential location, and (3) modifying 
the state’s withholding requirements such that individuals must always withhold an amount that reasonably reflects their 
Arizona income tax liability rather than such amount or an amount equal to 10,15, or 20 percent of the amount paid to the 
IRS as estimated tax.  (Also affects Arizona income and sales tax laws as summarized above.) 


 


HB 2064: Municipal Jet Fuel; Excise Tax.  Laws 2017, Chapter 50. 


Limits the application of any municipal tax on jet fuel to the first ten million gallons per purchaser per year.  Requires that, 
effective December 1, 2017, revenues generated from public airports must be expended exclusively on capital or operating 
costs of the airport, the airport system or other local airport facilities owned or operated by the municipality and substantially 
related to air transportation of passengers or property. 


 


 


 







 


 
 
 


9 


STATE & LOCAL TAX 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


© 2017 by James G. Busby, Jr., State & Local Tax Attorney at THE CAVANAGH LAW FIRM 


Summary of 2017 Arizona Tax Legislation 


  


  


 
 


 


HB 2213: GPLET reform; K-12 Taxes.  Laws 2017, Chapter 120. 


Provides that: (1) the Department must identify all properties that qualify for government property lease excise tax 
(“GPLET”) treatment on its website, (2) the Department must certify leases that qualify for the lower GPLET rates intended 
for leases that were entered into prior to June 1, 2010; (3) the government lessor, rather than the business that occupies the 
building, now must calculate GPLET payments due; (4) delinquent GPLET payments are subject to interest at the same rate 
applied to delinquent property tax payments (16 percent) rather than the rate charged by the IRS (currently 4 percent); and 
(5) except for grandfathered properties, (a) the lease period for properties that qualify for a tax abatement may not exceed 
eight years even if the lease is transferred to another party during that period, (b) the government lessor must convey the 
building and the underlying land to the private party within twelve months of expiration of the lease, and (c) the property 
shall not subsequently qualify for other favorable property tax treatment. 


 


 


HB 2280: Department of Revenue; Electronic Filing.  Laws 2017, Chapter 60. 
Requires taxpayers who file tax returns and make payments related to state and local sales and use and jet fuel excise and 
use taxes; severance taxes; telecommunications service excise tax; municipal water delivery system tax; prepaid wireless 
telecommunications E911 excise tax; government property lease excise tax; and those who purchase the tax stamps 
required to lawfully sell tobacco products to file returns and pay taxes electronically if they had an actual tax liability in the 
previous calendar year, or reasonably anticipate a tax liability in the current year, equal to or in excess of the amounts set 
forth below – regardless of the number of locations they have in the state: (a) $20,000, beginning July 1, 2017 (the 
Department accelerated this effective date from January 1, 2018 per A.A.C. R15-5-302(D)); (b) $10,000, beginning January 
1, 2019; (c) $5,000 beginning January 1, 2020; and (d) $500 beginning January 1, 2021.  Requires bingo licensees and 
wholesalers of cider, malt, spirituous, or vinous liquors for resale within the state; as well as all farm wineries, 
microbreweries, and craft distillers selling liquor at retail or to a retail licensee within the state, to electronically file all reports 
and returns beginning January 1, 2020, or when the Department establishes an electronic filing program, whichever is later.  
Permits taxpayers who do not have a computer or internet access, or who satisfy other circumstances that the Department’s 
Director deems worthy, to file an application on or before December 31 of each year to obtain an annual waiver of the 
electronic payment and filing requirements.  All other Arizona taxpayers who are required to make a payment electronically 
but fail to do so may be subject to a five percent penalty.  On the other hand, as an incentive to encourage electronic filing 
by businesses subject to Arizona’s sales and severance taxes – regardless of whether or not they are required to file 
electronically yet – the state increased the credit available to such taxpayers for their accounting and reporting expenses.  
For such taxpayers who file electronically, the credit increases from 1 percent of the amount of tax due not to exceed 
$10,000 in any calendar year to 1.2 percent of tax due not to exceed $12,000 in any calendar year.  Increases the 
Department’s fee for checks or electronic payments that are dishonored by financial institutions from $25 to $50.   


   


HB 2069: Insurance Taxes; Electronic Filing.  Laws 2017, Chapter 153. 


Increases the threshold, from $2,000 to $50,000, of tax on net premiums received during the preceding calendar year in 
order to require the insurer to file premium tax returns monthly.  Permits the Department of Insurance to require insurers to 
file reports and make payments electronically.  Effective January 1, 2018. 
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills are effective on the general effective date for the legislative session, August 6, 2016.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


     © 2016 by James G. Busby, Jr.  


STATE & LOCAL TAX 


 







 


 
 
 


2 


STATE & LOCAL TAX 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 
© 2016 by James G. Busby, Jr., State & Local Tax Attorney at THE CAVANAGH LAW FIRM 


Summary of 2016 Arizona Tax Legislation 


  


 


 


    
  


 


 
A.  Income Tax Legislation 
 
SB 1137: Schools; CPR Instruction.  Laws 2016, Chapter 216. 


Requires public and charter schools to begin training high school students to administer CPR on or before July 1, 2019.  
Expands the scope of the income tax credit available (for up to $200 for a single individual or head of household/$400 for a 
married couple filing joint return) for contributions to support extracurricular activities, etc., to include contributions for CPR 
training.  Retroactive to January 1, 2016. 


 


SB 1216: Charitable Donations; Tax Credit Amounts.  Laws 2016, Chapter 109. 


Doubles the amount of credit taxpayers may claim for contributions to qualifying charitable organizations other than 
qualifying foster care organizations from $200 to $400 for a single individual or head of household and from $400 to $800 
for a married couple filing jointly.  Provides that, in addition to the credit for contributions to qualifying charitable 
organizations, taxpayers may claim a credit for contributions to qualifying foster care charitable organizations not to exceed 
$500 for single individuals or heads of households or $1,000 for married couples filing joint returns.  Retroactive to January 
1, 2016. 
 


  


SB 1217: Charitable Tax Credit; Contribution Date.  Laws 2016, Chapter 309. 


Provides that taxpayers who make eligible contributions to qualifying charitable organizations or qualifying foster care 
charitable organizations on or before the fifteenth day of the fourth month following the close of the taxable year may claim a 
credit for the contribution in either the current year or the preceding year.  Retroactive to January 1, 2016.  


 
 


SB 1288: Internal Revenue Code Conformity.  Laws 2016, Chapter 155.  


Provides for retroactive conformity to most provisions in the Internal Revenue Code in effect on January 1, 2016, including 
the specific adoption of all federal retroactive effective dates.  However, some additions and subtractions created in prior 
years when Arizona did not fully conform to I.R.C. changes, for items such as bonus depreciation, are still in place.  
Conforms Arizona’s due date for filing partnership returns to the new federal due date for filing partnership returns.  Outlines 
reporting and payment requirements for partnerships that get audited and assessed by the IRS under the new federal 
partnership audit rules.   


 
SB 1289: 2016 Tax Corrections Act.  Laws 2016, Chapter 156. 


Makes numerous technical corrections to Arizona's tax laws, but no substantive changes to Arizona income tax provisions.  
(Also affects Arizona sales tax, property tax, and miscellaneous tax laws as summarized below.) 
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HB 2190: Education Omnibus.  Laws 2016, Chapter 331. 


Expands the scope of the income tax credit available for contributions to support extracurricular activities at public schools 
to apply to contributions for the support of extracurricular activities whether or not students are required to pay a fee to 
participate in the activity.  Retroactive to January 1, 2016. 
 


HB 2388: Qualified Disability Expenses; Eligible Individuals.  Laws 2016, Chapter 214. 


Requires Arizona taxpayers, when computing Arizona adjusted gross income, to add the amount of a withdrawal that is not 
a qualified disability expense from an Achieving a Better Life Experience (ABLE) Act account to the extent the amount is not 
included in computing FAGI, and to subtract the amount of any qualified disability expense that is distributed from a qualified 
ABLE program that is included in FAGI.  Retroactive to January 1, 2016.   


 
HB 2449: Taxation; Self-Reported Errors; Injured Spouses.  Laws 2016, Chapter 197. 


Extends the exemption from late-payment penalties to taxpayers who voluntarily file an amended return even if they 
substantially understated their tax liability.  (This exemption still does not apply to taxpayers under audit or whose amended 
return was filed on demand or request by the Arizona Department of Revenue (“Department”).)  Permits innocent and 
injured spouses, at the time of filing a joint return, to apply for protection for their share of any overpayment or refund from 
offset for past due state taxes, child support, spousal maintenance, or other obligations of the taxpayer’s spouse that are 
ordered by a court or owed to an agency of this state.  Effective July 1, 2016. 
 


HB 2666: Governor’s Economic Opportunity Office; Consolidation.  Laws 2016, Chapter 372. 


Establishes the Governor’s Economic Opportunity Office (GEOO) and consolidates economic statistical analysis functions 
previously performed by the Arizona Commerce Authority (ACA), the Department of Economic Security, and the Arizona 
Department of Administration under the GEOO. Permits the ACA to qualify applicants for the refundable individual and 
corporate income tax credits for expanding or locating qualified manufacturing, research, or headquarter facilities in Arizona 
for three additional years, through December 31, 2022.  Permits owners of qualifying facilities in rural locations to obtain 
these credits if at least 51 percent of the net new full-time employment positions pay wages equal to just 100 percent of the 
median annual wage for production occupations in the state.  Retains the 125 percent threshold for owners of qualifying 
facilities not in rural locations, but measures the wages against the median annual wage for production occupations rather 
than against the median annual wage.  Permits applicants for these credits to pay just 65 percent of health insurance 
premiums for all employees in net new full time employment positions, rather than 80 percent.  Requires taxpayers who 
claim these credits to reduce the amount claimed by $4,000 for each full-time employment position that was vacant for more 
than 150 days from the date the full-time employment positon was originally filled to the end of that tax year.  Redefines 
“qualifying investment” and defines “rural location.”  Extends the repeal date for these credits from January 1, 2021 to 
January 1, 2024.  Establishes the Arizona Finance Authority and provides that it and its income are exempt from taxation in 
Arizona. 
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HB 2708: Revenue; Budget Reconciliation; 2016-2017.  Laws 2016, Chapter 125. 


Requires the Department to report by September 30 of each year to the Joint Legislative Budget Committee and the 
Governor’s Office of Strategic Planning and Budgeting the amount of individual and corporate income tax credits claimed in 
the previous fiscal year.  Allows qualifying Native American veterans of the U.S. armed forces who were domiciled within 
the boundaries of their tribal lands, or of their spouse’s tribal lands, while in active military service who mistakenly had state 
income taxes withheld from their pay between September 1, 1993 and December 31, 2005 to apply for tax refunds on or 
before December 31, 2017.  Requires the Department to conduct an amnesty program, officially known as the “tax 
recovery program,” for a two-month period from September 1, 2016 through October 31, 2016 under which the Department 
is required to waive all civil penalties and interest for tax liabilities that have been or could be assessed during the “liability 
period” for taxpayers who comply with the requirements of the program.  The program applies to all taxes and surcharges 
administered or collected by the Department, except luxury and withholding taxes.  For taxpayers filing annual returns, the 
program applies to all taxable periods ending before January 1, 2014.  For all other taxpayers, the program applies to any 
taxable period ending before February 1, 2015.  Unlike previous amnesty programs, taxpayers have up to three years to 
satisfy their tax liability under this program.  (Also affects Arizona sales taxes and miscellaneous taxes as summarized 
below.) 


 


 
 
 
 
HB 2697: Bonus Depreciation; Budget Reconciliation; 2016-2017.  Laws 2016, Chapter 118. 


Increases bonus depreciation in Arizona for taxable years beginning during 2016 to the amount allowable under section 
167(a) of the I.R.C. computed as if the additional allowance for depreciation had been 55 percent of the amount allowed 
under section 168(k) of the I.R.C.  Increases bonus depreciation in Arizona for taxable years beginning during and after 
2017 to the amount allowable under section 167(a) of the I.R.C. computed as if the additional allowance for depreciation 
had been the full amount allowed under section 168(k) of the I.R.C.   
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B.  Transaction Privilege ("Sales") and Use Tax Legislation 


 
 


 
 
 
 
 
 


 


SB 1289: 2016 Tax Corrections Act.  Laws 2016, Chapter 156. 


Makes numerous technical corrections to Arizona's tax laws. Provisions relevant to Arizona sales and use taxes include: 
(1) Elimination of the deduction from the state’s sales tax on rentals of personal property for proceeds from renting 
equipment to a qualifying business that harvests or processes forest products, (2) elimination of businesses that only move 
manufactured buildings from the definition of “manufactured building dealer” so they are no longer subject to Arizona’s 
prime contracting tax, and (3) addition of a state use tax exemption to clarify, as the state did with a sales tax exemption in 
2013, that purchases of "cash equivalents," like gift cards, gift certificates, traveler's checks, money orders, etc. are not 
subject to use tax, but that prepaid calling cards are still subject to sales or use tax when purchased.  (Also affects Arizona 
property tax and miscellaneous tax laws as described below.) 
 
SB 1310: TPT Exemption; Billboard Rentals.  Laws 2016, Chapter 223. 


Clarifies that the state’s sales tax on rentals of tangible personal property does not apply to proceeds from leasing or renting 
billboards that are designed, intended, or used to advertise or inform and that are visible from any street, road, or other 
highway. 


 


SB 1350: Online Lodging; Administration; Definitions.  Laws 2016, Chapter 208. 


Establishes the online lodging marketplace classification, which imposes a 5.5% state sales tax and permits municipalities 
to impose similar sales taxes to be administered, collected, and enforced by the Department, on the business of operating 
an online lodging marketplace.  Defines “online lodging marketplace” as a digital platform for compensation through which 
an unaffiliated third party offers to rent lodging accommodations not classified as commercial or industrial property to an 
occupant.  Allows online lodging marketplaces to obtain sales tax licenses and pay state and local sales taxes levied on any 
online lodging transaction facilitated by the online lodging marketplace.  Excludes online lodging marketplaces that have not 
obtained a license to collect and remit tax from the online lodging marketplace classification.  Clarifies that online lodging 
operators are not subject to sales tax on transactions facilitated by an online lodging marketplace when the online lodging 
marketplace provides documentation showing that it collected the tax on the transaction.  Provides that online lodging 
marketplaces, and online lodging operators who can document that an online lodging marketplace collected tax for them,  


 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 







 


 
 
 


6 


STATE & LOCAL TAX 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 
© 2016 by James G. Busby, Jr., State & Local Tax Attorney at THE CAVANAGH LAW FIRM 


Summary of 2016 Arizona Tax Legislation 


 


  


 


 
 


are not subject to state or local sales tax on transient lodging.  Permits licensed real estate brokers to obtain sales tax 
licenses and file electronic consolidated state and local sales tax returns for properties they manage.  Prohibits the 
Department from disclosing any information provided by an online lodging marketplace to any agency of the state or to any 
county, city, town, or other political subdivision of the state.  These provisions are effective January 1, 2017, but they do not 
affect any rights and obligations under any existing contracts to pay taxes to a taxing jurisdiction in effect before then, and 
they do not entitle online lodging marketplaces to a refund of any taxes paid before then.  (Also affects Arizona property 
taxes as described below.)  


 
 
SB 1381: Wine; Direct Shipment.  Laws 2016, Chapter 76. 


Permits wineries with the appropriate licenses and permits to ship wine directly to consumers and requires wineries to pay 
luxury privilege taxes on wine delivered directly to consumers.     


 
SB 1492: Taxis; Limousines; Livery Vehicles.  Laws 2016, Chapter 171. 


Adds state and local sales tax exemptions for owners and drivers of properly permitted taxis, livery vehicles, and limousines 
for income from transporting persons for hire.  Reiterates the local sales tax exemptions for transporting persons for hire by 
transportation network companies and their drivers.  Effective September 1, 2016.   


 
SB 1505: Tax Exemption; Natural Gas Delivery.  Laws 2016, Chapter 357. 


Provides that the state sales and use tax exemptions for proceeds from sales of electricity and natural gas used by 
businesses principally engaged in manufacturing or smelting operations also apply to proceeds from “gas transportation 
services,” defined as the services of transporting natural gas to a customer or distribution facility if the gas was purchased 
from a supplier other than the utility.  This provision also will apply to any municipality that adopts this exemption.   


 


HB 2025: Utilities TPT; Sales of Propane.  Laws 2016, Chapter 359. 


Expands the state sales and use tax exemptions for proceeds from sales of electricity and natural gas used by businesses 
principally engaged in manufacturing or smelting operations to proceeds from sales of liquefied petroleum gas -- commonly 
referred to as propane.  This provision also will apply to any municipality that adopts a corresponding exemption.  Effective 
September 1, 2016. 


 


HB 2133: TPT; Exemption; Aerial Applicators.  Laws 2016, Chapter 181. 


Provides a state sales and use tax exemption for new agricultural aircraft used for commercial production of agricultural, 
horticultural, viticultural and floricultural crops and products in this state.  “Agricultural aircraft” means aircraft built for 
agricultural use for the aerial application of pesticides or fertilizer or for aerial seeding.  Retroactive to April 17, 1985, but 
with significant limitations on refunds. 
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HB 2584: Data Center Tax Relief; Qualification.  Laws 2016, Chapter 369. 


Allows owners, operators, and colocation tenants of data centers to include the cost of improvements in order to meet the 
minimum investment requirements necessary to qualify for state and local sales and use tax exemptions for purchases of 
qualifying equipment.  Grants the Arizona Commerce Authority exclusive authority to determine whether particular data 
centers should be certified because they meet the minimum investment requirements, to determine whether particular data 
centers constitute qualified sustainable redevelopment projects, and to revoke computer data center certifications.  Defines 
key terms.  Eliminates the requirement that qualifying parties present their certificate of qualification when purchasing 
qualifying data center equipment in order to purchase it tax free.  Retroactive to September 13, 2013. 


  


 
 
 
HB 2326: Agricultural Feed; Sales; Tax Exemption.  Laws 2016, Chapter 361. 


Clarifies the scope of the state and local sales tax exemptions for sales and purchases of “food products,” including 
agricultural products, animal products, and animal feed grown or raised by the producer and sold as feed for animals 
purchased or raised for slaughter, production, or use.  Provides an exemption from the state retail sales tax for sales of 
livestock and poultry to persons engaged in the business of farming, ranching, or producing livestock or poultry.  Expands 
the exemption for sales of livestock and poultry feed, salts, vitamins, and other additives to persons engaged in producing 
livestock, poultry, or livestock or poultry products to include sales of such products to persons for use or consumption by 
their own livestock and to use or consumption in noncommercial boarding of livestock.   
 
HB 2533: Charter Aircraft; Tax Exemption.  Laws 2016, Chapter 367. 


Expands the state sales tax deduction and use tax exemption for aircraft, navigational and communications instruments, 
and other accessories and related equipment sold to persons or entities with particular certifications to transport persons or 
property for hire, and includes sales of such items to those that will lease or otherwise transfer operational control of the 
aircraft or equipment for at least fifty percent of the aircraft’s flight hours in the sales tax deduction and the use tax 
exemption.  Effective July 1, 2017, and then retroactive to June 1, 1998 -- but with significant limitations on refunds. 
 


HB 2536: Fine Art; TPT Exemption.  Laws 2016, Chapter 368. 


Adds an exemption from the state’s retail sales tax for sales of statutorily defined “works of fine art” to nonresidents at an art 
auction or gallery in Arizona for use outside the state if the vendor ships or delivers the work of art to a destination outside 
Arizona.  Effective September 1, 2016. 


 
 
 
 
 
 
 
 
 
 
 


HB 2635: Municipalities; Taxes and Fees; Notification.  Laws 2016, Chapter 335. 


Prohibits municipalities from increasing most existing taxes or fees, or imposing new taxes, without first preparing a 
schedule of the taxes or fees, a report or data supporting the taxes or fees, and publishing a notice of intent to establish or 
increase taxes, along with the schedule and report or data on the municipality’s website and distributing it using the 
municipality’s social media accounts and other electronic communication tools, if any.      
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HB 2708: Revenue; Budget Reconciliation; 2016-2017.  Laws 2016, Chapter 125. 


Requires the Department to conduct an amnesty program, officially known as the “tax recovery program,” for a two-month 
period from September 1, 2016 through October 31, 2016 under which the Department is required to waive all civil 
penalties and interest for tax liabilities that have been or could be assessed during the “liability period” for taxpayers who 
comply with the requirements of the program.  The program applies to all taxes and surcharges administered or collected 
by the Department, except luxury and withholding taxes.  For taxpayers filing annual returns, the program applies to all 
taxable periods ending before January 1, 2014.  For all other taxpayers, the program applies to any taxable period ending 
before February 1, 2015.  Unlike previous amnesty programs, taxpayers have up to three years to satisfy their tax liability 
under this program.  (Also affects Arizona income taxes as summarized above and miscellaneous taxes as summarized 
below.) 


 


 
 
 
HB 2674: TPT Exemption; Amateur Races.  Laws 2016, Chapter 373. 


Adds a deduction from the amusement classification of Arizona’s state and municipal sales taxes for proceeds from entry 
fees paid by participants for events that consist of a run, walk, swim, or bicycle ride or a similar event, or any combination of 
these events.  Effective March 1, 2017, such proceeds are only exempt if the events are operated or conducted by a 
501(c)(3) nonprofit organization.  Applies retroactively to operators and conductors of past events who did not collect 
amounts from participants necessary to pay sales tax under the amusement classification. 


 
 


HB 2676: Utilities; Manufacturing; Smelting; TPT.  Laws 2016, Chapter 374. 
Alters the definition of “manufacturing” used to determine whether a business qualifies for the state sales tax deduction and 
the state use tax exemption for purchases of electricity and natural gas by a qualifying manufacturing or smelting business.  
Eliminates the requirement that manufacturers and smelters must use at least 51 percent of the electricity in manufacturing 
or smelting operations in order to qualify for the deduction and the exemption.  Defines “qualifying manufacturing or smelting 
business.”  Requires utility companies who claim the deduction to report the name and address of each customer who 
claims this deduction.  These changes also will apply to any municipality that adopts this sales tax deduction and use tax 
exemption.  Effective January 1, 2017.  
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C.  Property Tax Legislation  
 


SB 1157: Small Property Tax Balance Delinquency.  Laws 2016, Chapter 144.  


Extends the delinquency date for annual property tax bills totaling less than $100, from 5:00 p.m. on November 1 to 5:00 
p.m. on December 31. 


 
SB 1289: 2016 Tax Corrections Act.  Laws 2016, Chapter 156. 


Makes numerous technical corrections to Arizona's tax laws. Provisions relevant to Arizona property taxes include allowing 
the Department’s Director the option of designating someone to serve on Arizona’s Property Tax Oversight Commission 
instead of personally serving in that role.  (Also affects Arizona sales tax laws as summarized above and miscellaneous 
Arizona tax laws as described below.) 


 


SB 1350: Online Lodging; Administration; Definitions.  Laws 2016, Chapter 208. 


Amends class three to include real and personal property that is owned and occupied as the primary residence of the owner 
who also uses the property to lease or rent to lodgers.  Amends class four to include real and personal property and 
improvements that are used for residential purposes and leased or rented to lodgers but not occupied by the owner as the 
owner’s primary residence and classified as class three property and not used for commercial purposes and classified as 
class one property.  Effective January 1, 2017.  (Also affects Arizona sales taxes as described above.)  
 
 


 
SB 1432: Conservation Easements; Tax Classification; Registry.  Laws 2016, Chapter 168. 


Designates real property and improvements burdened by a conservation easement as class two property subject to a fifteen 
percent assessment ratio.  Requires county assessors to establish and maintain a public digital registry of each parcel of 
property that is classified as class two property because it is burdened by a conservation easement.  Effective January 1, 
2017.   
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D.  Other Tax & Tax-Related Legislation  
 
SB 1008: VLT; Fee Exemptions; First Responders.  Laws 2016, Chapter 12. 


Expands Arizona’s vehicle license tax and registration fee exemptions for surviving spouses and dependents of deceased 
law enforcement officers, firefighters, and ambulance attendants to include volunteer first responders who were killed in the 
line of duty or who died from injuries suffered in the line of duty while acting in an official capacity on behalf of a 
governmental entity that is involved in an emergency or law enforcement response.  This emergency measure went into 
effect when Governor Ducey signed it on March 14, 2016 and is retroactive to January 1, 2016.   


 


SB 1289: 2016 Tax Corrections Act.  Laws 2016, Chapter 156. 


Makes numerous technical corrections to Arizona's tax laws. Provisions relevant to miscellaneous taxes include: (1) allows 
the Department’s Director the option of designating someone to serve on Arizona’s Economic Estimates Commission 
instead of personally serving in that role, (2) defines and redefines terms used in Arizona’s statutes governing luxury taxes 
imposed on liquor and tobacco products, and (3) prohibits the distribution or transfer of tobacco products unless Arizona’s 
luxury tax has been paid.  (Also affects Arizona sales tax and property tax laws as summarized above.) 


 


HB 2002: Insurance Premium Tax Reduction.  Laws 2016, Chapter 358. 


Accelerates the previously scheduled reduction in insurance premium tax rates by five years.  The premium tax rates for all 
types of insurance, except fire, disability, and health care insurance plans, will gradually drop from 2.0% to 1.7% beginning 
with premiums received in calendar year 2016.  The rates will now drop to 1.7% by tax year 2021 instead of by tax year 
2026.  


 
 
HB 2114: Declaration; Independent Business Status.  Laws 2016, Chapter 231. 


Provides that any employing unit may create a rebuttable presumption of an independent contractor relationship by having 
the independent contractor execute a declaration of independent business status in substantially the form prescribed by the 
legislature and by acting in a manner substantially consistent with the declaration.    


 


HB 2153: VLT Exemption; Military Members; Spouses.  Laws 2016, Chapter 213. 
Expands Arizona’s vehicle license tax and registration fee exemptions for surviving spouses and dependents of deceased 
first responders to include surviving spouses and dependents of deceased members of the U.S. military who were killed in 
the line of duty or who died from injuries suffered in the line of duty.   
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HB 2239: Premium Tax Credit; Reciprocal Insurers.  Laws 2016, Chapter 360. 


Eliminates the deadline to claim the insurance premium tax credit for net increases in full-time employees hired to fill 
qualified employment positions in Arizona.  Provides that reciprocal insurers and their attorney-in-fact are considered to be 
the same entity for purposes of calculating the credit.   Retroactive to January 1, 2016. 


 
HB 2343: Unclaimed Property; Auditor Contingency Contracts.  Laws 2016, Chapter 239. 


Requires the Department of Revenue to: (1) develop procedures and metrics to evaluate the performance of unclaimed 
property auditors, including contract contingent fee auditors, and the accuracy of their recommendations, (2) provide holders 
of unclaimed property with a notice of their rights, and (3) explore the feasibility of contracting for unclaimed property audits 
that are not contingent on the auditor recovering unclaimed property.   


 
HB 2387: Racing; Hardship Tax Credit; Elimination.  Laws 2016, Chapter 247. 


Eliminates the hardship tax credit that offset the 5.5% tax on all monies handled in pari-mutuel pools for dog racing.  Does 
not impact credits lawfully earned before the May 13, 2016 effective date of this act.   


 


HB 2652: Independent Contractors; Criteria.  Laws 2016, Chapter 210. 


Provides that Qualified Marketplace Contractors (QMC) shall be treated as independent contractors for all purposes under 
state and local laws in Arizona, including unemployment insurance laws and workers’ compensation laws, if: (1) all or 
substantially all payments are related to payments for services, and (2) the services performed are governed by a written 
contract executed between the QMC and a Qualified Marketplace Platform (QMP) that covers all of the statutorily required 
provisions.  Generally defines QMC as any person or entity that enters into an agreement with a QMP to use the QMP’s 
platform to provide services to third parties seeking those services.  Generally defines QMP as an entity that operates a 
website or smartphone application that facilitates the provision of services by QMCs to individuals or entities seeking such 
services and that only accepts service requests from the public through its website or smartphone application. 
 
 


 HB 2708: Revenue; Budget Reconciliation; 2016-2017.  Laws 2016, Chapter 125. 


Alters the rates tobacco distributors must pay to purchase tobacco stamps from the Department.  Requires the Department 
to conduct an amnesty program, officially known as the “tax recovery program,” for a two-month period from September 1, 
2016 through October 31, 2016 under which the Department is required to waive all civil penalties and interest for tax 
liabilities that have been or could be assessed during the “liability period” for taxpayers who comply with the requirements of 
the program.  The program applies to all taxes and surcharges administered or collected by the Department, except luxury 
and withholding taxes.  For taxpayers filing annual returns, the program applies to all taxable periods ending before 
January 1, 2014.  For all other taxpayers, the program applies to any taxable period ending before February 1, 2015.  Unlike 
previous amnesty programs, taxpayers have up to three years to satisfy their tax liability under this program.  (Also affects 
Arizona income and sales taxes as summarized above.)  
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Ducey.  Except as noted below, most of 
the bills were effective on the general effective date for the legislative session, July 3, 2015.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
THE CAVANAGH LAW FIRM 


State & Local Tax Attorney and CPA 
T 602 322 4146 


JBusby@CavanaghLaw.com 
 


   1850 N. Central Avenue,  Suite 2400 Phoenix, Arizona 85004 T 602 322 4146 JBusby@CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


     © 2015 by James G. Busby, Jr.  
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A.  Income Tax Legislation 
 
SB 1103: Charitable Tax Credit; Foster Children.  Laws 2015, Chapter 250. 


Expands the scope of the income tax credit available (for up to $400 for single or head of household/$800 for married filing 
joint return) for contributions to qualifying foster care charitable organizations to include donations to qualifying charitable 
organizations that spend at least fifty percent of their budget on, and provide services to, at least 200 persons less than 
twenty-one years of age who participate in a qualifying transitional independent living program.  
 
SB 1188: Internal Revenue Code Conformity.  Laws 2015, Chapter 227.  


Provides for retroactive conformity to most provisions in the Internal Revenue Code in effect on January 1, 2015.  However, 
some additions and subtractions created in prior years when Arizona did not fully conform to I.R.C. changes, for items such 
as bonus depreciation, are still in place.  
 
SB 1216: 2015 Tax Corrections Act.  Laws 2015, Chapter 230. 


Makes numerous technical corrections to Arizona's tax laws.  Provisions relevant to Arizona income tax include a 
clarification regarding last year’s amendment providing that any report, claim, tax return, statement, payment, deposit, or 
other material dealing in any way or manner with taxation, other than petitions or notices of appeal, that is required or 
authorized to be filed with or made to Arizona or any agency or political subdivision thereof but does not contain a postmark 
or other official mark of the United States Post Office stamped thereon shall be considered timely if “performed by the 
taxpayer” within five business days after the due date of the filing meant “received” by the taxing authority within five 
business days after the due date of the filing.  (Also affects Arizona sales, property, and other tax laws as summarized 
below.) 


  


SB 1471: Revenue; Budget Reconciliation; 2015-2016.  Laws 2015, Chapter 10. 


Requires the Arizona Department of Revenue (Department) to conduct an amnesty program, officially known as the “tax 
recovery program,” for a two-month period from September 1, 2015 through October 31, 2015 under which the Department 
is required to waive all civil penalties and interest for tax liabilities that have been or could be assessed during the “liability 
period” for taxpayers who comply with the requirements of the program.  For taxpayers filing annual returns, like income tax 
returns, the program applies to all taxable periods ending before January 1, 2014.  (Also affects Arizona sales and other tax 
laws as summarized below.) 


 


HB 2001: Income Tax Brackets; Inflation Index.  Laws 2015, Chapter 91. 


Provides that Arizona’s income tax brackets will continue to be indexed for inflation as they were for the first time last year.    
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HB 2066: Public Schools Tax Credit; Testing.  Laws 2015, Chapter 47. 


Expands the scope of the income tax credit available (for up to $200 for single or head of household/$400 for married filing 
joint return) for contributions to support extracurricular activities or character education programs at public schools to include 
contributions for preparation courses, materials, and fees for standardized testing for college credit or readiness, and for 
career and technical education certifications.  Retroactive to January 1, 2015. 
 


HB 2131: Tax Adjudications; Attorney Fees.  Laws 2015, Chapter 234. 


Increases the amount of professional fees taxpayers may recover when they prevail in tax disputes with state, county, or 
municipal taxing authorities and, going forward, requires Arizona’s Attorney General to adjust such limits based on inflation.  
For administrative proceedings involving tax cases brought by or against the Department, the hourly cap increased from 
$100 per hour to $350 per hour and the overall cap on fees in such proceedings increased from $20,000 to $75,000.  For 
cases that go to court, the hourly cap increased from $175 per hour to $350 per hour and the overall cap on fees in each 
court level increased from $30,000 to $75,000.  (Also applies identically to sales, property, and other tax cases.) 
 
HB 2153: Tax Credits; STOs; Preapproval; Entities.  Laws 2015, Chapter 301. 


Extends existing corporate income tax credits for contributions to school tuition organizations by an S corporation to 
shareholders of the corporation as long as the corporation contributes an aggregate of at least $5,000 in the tax year.  
Permits shareholders of such corporations to claim pro rata shares of the credit and to carry forward unused portions of the 
credit for up to five years.  Prohibits school tuition organizations from awarding educational scholarships or tuition grants to 
students that are simultaneously enrolled in a district school or charter school and a qualified school.  Retroactive to 
January 1, 2015. 
 


HB 2274: Emergency and Military Affairs Omnibus.  Laws 2015, Chapter 208. 


Eliminated the National Guard Relief Fund and the requirement for the Department to provide a space on Arizona’s 
individual income tax return form for taxpayers to contribute to the fund. 


  HB 2483: School Tax Credit; Classroom Expenses.  Laws 2015, Chapter 217. 


Permits individuals who make qualifying contributions to public schools on or before the fifteenth day of the fourth month 
following the close of the taxable year to claim a credit for the contribution in either the current year or the preceding year. 


 


HB 2670: International Operations Centers.  Laws 2015, Chapter 6. 


Increases the amount of the individual and corporate income tax credits available per taxpayer from $1 million to $5 million 
per year for investments in new renewable energy facilities that produce energy for self-consumption using renewable 
sources, and expands the credits to include taxpayers that use the energy primarily for international operations centers, as 
well as taxpayers that use the energy primarily for manufacturing operations.  Among other requirements, to qualify as an  
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international operations center, the owner or operator of the facility must: (1) invest at least $1.25 billion in new capital 
assets including the cost of land, buildings, and equipment within ten years of certification, and (2) make a minimum annual 
investment of $100 million in new capital assets, including the cost of land, buildings, and equipment for ten consecutive 
years -- although excess investments in prior years can be carried forward as credits in future years to meet this threshold.  
Retroactive to January 1, 2015.  (Also affects Arizona sales tax laws as summarized below.) 
  


B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 
 


 
 
 
 
 
 


 
SB 1216: 2015 Tax Corrections Act.  Laws 2015, Chapter 230. 


Makes numerous technical corrections to Arizona's tax laws. Provisions relevant to Arizona sales tax include: (1) a 
clarification regarding last year’s amendment providing that any report, claim, tax return, statement, payment, deposit, or 
other material dealing in any way or manner with taxation, other than petitions or notices of appeal, that is required or 
authorized to be filed with or made to Arizona or any agency or political subdivision thereof but does not contain a postmark 
or other official mark of the United States Post Office stamped thereon shall be considered timely if “performed by the 
taxpayer” within five business days after the due date of the filing meant “received” by the taxing authority within five 
business days after the due date of the filing, (2) clarification that sales tax payments for taxpayers authorized to file 
quarterly (those with an annual liability between $2,000 and $8,000) are due on or before the twentieth day of the month 
next succeeding the quarter in which the tax accrues and are delinquent if not received on or before the business day 
preceding the last business day of the month or, for taxpayers who are required or elect to file and pay electronically, by the 
last business day of the month, (3) clarification that sales tax payments for taxpayers authorized to file annually (those with 
an annual liability of less than $2,000) are due on or before the twentieth day of January next succeeding the year in which 
the tax accrues and are delinquent if not received on or before the business day preceding the last business day of January 
or, for taxpayers who are required or elect to file and pay electronically, by the last business day of January.  (Also affects 
Arizona income tax laws as described above and Arizona property and other tax laws as summarized below.) 


 


SB 1446: TPT Reform; Contractors.  Laws 2015, Chapter 4E. 


Amends and clarifies legislation enacted in 2013 and 2014 to reform Arizona’s method of taxing construction contractors.  
See my article published in the June 1, 2015 edition of State Tax Notes for more details regarding when construction 
contractors are required to pay Arizona sales tax on the construction materials they purchase and when they are required to 
pay prime contracting tax on sixty-five percent of their gross receipts instead as a result of these amendments to Arizona’s 
method of taxing construction contractors.  Retroactive to January 1, 2015.  
 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, Arizona municipalities often adopt changes to their municipal tax codes that parallel changes to the 
state's sales and use tax laws. 
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SB 1471: Revenue; Budget Reconciliation; 2015-2016.  Laws 2015, Chapter 10. 


Requires the Department to: (1) assess and collect fees from cities, towns, and counties not to exceed $20,755,835 in any 
fiscal year to recover a portion of the cost of collecting sales taxes for them, and (2) conduct an amnesty program, officially 
known as the “tax recovery program,” for a two-month period from September 1, 2015 through October 31, 2015 under 
which the Department is required to waive all civil penalties and interest for tax liabilities that have been or could be 
assessed during the “liability period” for taxpayers who comply with the requirements of the program.  For sales taxes, the 
program applies to any taxable period ending before February 1, 2015.  (Also affects Arizona income tax laws as 
summarized above and other tax laws as summarized below.) 


 
HB 2131: Tax Adjudications; Attorney Fees.  Laws 2015, Chapter 234. 


Increases the amount of professional fees taxpayers may recover when they prevail in tax disputes with state, county, or 
municipal taxing authorities and, going forward, requires Arizona’s Attorney General to adjust such limits based on inflation.  
For administrative proceedings involving tax cases brought by or against the Department, the hourly cap increased from 
$100 per hour to $350 per hour and the overall cap on fees in such proceedings increased from $20,000 to $75,000.  For 
cases that go to court, the hourly cap increased from $175 per hour to $350 per hour and the overall cap on fees in each 
court level increased from $30,000 to $75,000.  (Also applies identically to income, property, and other tax cases.) 
 
HB 2135: Transportation Network Companies.  Laws 2015, Chapter 235. 


Prohibits state and local taxing authorities from imposing sales or similar taxes on transportation network companies and 
transportation network company drivers for transactions in which the driver is providing transportation network services, 
which are defined as the transportation of a passenger between points chosen by the passenger and arranged with the 
driver using the transportation network company’s digital network or software application.   
 
HB 2147: TPT; Municipal Tax; Pole Attachment.  Laws 2015, Chapter 72. 


Adds exemptions from the sales taxes state and local taxing authorities impose on utility companies, telecommunications 
companies, and companies engaged in the business of leasing tangible personal property or commercial property for 
leasing or renting space to make attachments to utility poles.   
 


HB 2670: International Operations Centers.  Laws 2015, Chapter 6. 


Adds state sales and use tax exemptions, and the option for cities and towns to add sales and use tax exemptions, for 
purchases of electricity and natural gas by a qualified international operations center.  Among other requirements, to qualify 
as an international operations center, the owner or operator of the facility must: (1) invest at least $1.25 billion in new capital 
assets including the cost of land, buildings, and equipment within ten years of certification, and (2) make a minimum annual 
investment of $100 million in new capital assets, including the cost of land, buildings, and equipment for ten consecutive 
years (although excess investments in prior years can be carried forward as credits in future years to meet this threshold).  
Effective August 1, 2015.  (Also affects Arizona income tax laws as summarized above.) 
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C.  Property Tax Legislation  
 


SB 1135: Tax Liens; Delinquency; Partial Payments.  Laws 2015, Chapter 322.  


Permits parties with an interest in properties in Maricopa County, beginning in 2016 for tax year 2014, to make partial 
payments toward delinquent property tax obligations as long as the partial payment is for at least 25 percent of the tax, 
interest, and fees due for the oldest remaining year of delinquency and as long as the holder of a certificate of purchase has 
not notified the treasurer that it began proceedings to foreclose the right to redeem the tax lien.  Upon making a partial 
payment, interest will only accrue on the unpaid principal balance.  To redeem a certificate of purchase, a party with an 
interest in the property must pay all outstanding tax, interest, and fees before a treasurer’s deed is delivered to the holder of 
the certificate of purchase; otherwise the treasurer must refund all partial payment amounts to the party who made the 
payments or their heirs or assigns. 
   


SB 1216: 2015 Tax Corrections Act.  Laws 2015, Chapter 230. 


Makes numerous technical corrections, and some substantive changes, to Arizona's tax laws.  Provisions relevant to 
Arizona property tax include a clarification regarding last year’s amendment providing that any report, claim, tax return, 
statement, payment, deposit, or other material dealing in any way or manner with taxation, other than petitions or notices of 
appeal, that is required or authorized to be filed with or made to Arizona or any agency or political subdivision thereof but 
does not contain a postmark or other official mark of the United States Post Office stamped thereon shall be considered 
timely if “performed by the taxpayer” within five business days after the due date of the filing meant “received” by the taxing 
authority within five business days after the due date of the filing.  (Also affects Arizona income and sales tax laws as 
described above, and other tax laws as summarized below.) 
 


HB 2108: Property Tax; Class Nine; Conventions.  Laws 2015, Chapter 233. 


Provides that, going forward, privately owned convention facilities on government owned land must be used exclusively for 
convention activities, rather than primarily for convention activities, in order to qualify for class nine property tax treatment. 


 
HB 2128: Leased Religious Property; Class Nine.  Laws 2015, Chapter 49. 


Allows for class nine property tax treatment for the portion of any property, building, and fixtures that are leased to a 
nonprofit religious institution and used primarily for religious worship, and outlines the process one must go through to 
obtain such treatment.  Clarifies that property, buildings, and fixtures that are owned by an educational, religious, or 
charitable organization but leased to a nonprofit religious institution and used primarily for religious worship are exempt from 
property tax. 
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HB 2131: Tax Adjudications; Attorney Fees.  Laws 2015, Chapter 234. 


Increases the amount of professional fees taxpayers may recover when they prevail in tax disputes with state, county, or 
municipal taxing authorities and, going forward, requires Arizona’s Attorney General to adjust such limits based on inflation.  
For administrative proceedings involving tax cases brought by or against the Department, the hourly cap increased from 
$100 per hour to $350 per hour and the overall cap on fees in such proceedings increased from $20,000 to $75,000.  For 
cases that go to court, the hourly cap increased from $175 per hour to $350 per hour and the overall cap on fees in each 
court level increased from $30,000 to $75,000.  (Also applies identically to income, sales, and other tax cases.) 
 


HB 2653: Tax Liens; Delinquency; Partial Payments.  Laws 2015, Chapter 324. 


Eliminates the statutory provisions, which only were applicable in Maricopa County, that funded the Elderly Assistance Fund 
by requiring payment of interest at the rate of 16%, regardless of the rate that the lien holder bid to purchase the lien on a 
property, when the property taxes were not timely paid for the property.  
 
HB 2661: Multi-County Water Districts; Storage Tax.  Laws 2015, Chapter 224. 


Extends the termination of the property tax assessed by the Central Arizona Water Conservation District on properties 
located in Maricopa, Pima, and Pinal counties from January 1, 2017 to January 1, 2030, but reduces the maximum levy 
from $0.04 to $0.03 per $100 of assessed value beginning January 1, 2025.  Proceeds may be used for operations and 
maintenance of Central Arizona Project infrastructure, for repayment of the federal government for the cost of construction, 
and to fund underground storage of water. 


 
D.  Other Tax & Tax-Related Legislation  
 
SB 1216: 2015 Tax Corrections Act.  Laws 2015, Chapter 230. 


Makes numerous technical corrections to Arizona's tax laws. Provisions relevant to miscellaneous Arizona taxes include a 
clarification regarding last year’s amendment providing that any report, claim, tax return, statement, payment, deposit, or 
other material dealing in any way or manner with taxation, other than petitions or notices of appeal, that is required or 
authorized to be filed with or made to Arizona or any agency or political subdivision thereof but does not contain a postmark 
or other official mark of the United States Post Office stamped thereon shall be considered timely if “performed by the 
taxpayer” within five business days after the due date of the filing meant “received” by the taxing authority within five 
business days after the due date of the filing.  (Also affects Arizona income, sales, property tax laws as summarized above.)  


 
SB 1240: Tobacco Tax Statutes.  Laws 2015, Chapter 85. 


Amends, reorganizes, and renumbers Arizona’s statutes relating to the taxation of tobacco products to separate the 
treatment of cigarettes from other tobacco products.    
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SB 1471: Revenue; Budget Reconciliation; 2015-2016.  Laws 2015, Chapter 10. 


Requires the Department to conduct an amnesty program, officially known as the “tax recovery program,” for a two-month 
period from September 1, 2015 through October 31, 2015 under which the Department is required to waive all civil penalties 
and interest for tax liabilities that have been or could be assessed during the “liability period” for taxpayers who comply with 
the requirements of the program.  The program applies to all taxes and surcharges administered or collected by the 
department, except luxury and withholding taxes.  For taxpayers filing annual returns, the program applies to all taxable 
periods ending before January 1, 2014.  For all other taxpayers, the program applies to any taxable period ending before 
February 1, 2015.  (Also affects Arizona income and sales taxes as summarized above.)  


  


SB 1473: Government; Budget Reconciliation; 2015-2016.  Laws 2015, Chapter 12. 


Reduced funding for the state’s Job Creation Withholdings Clearing Account, which helps fund the Arizona Commerce 
Authority Fund and the Arizona Competes Fund, from $31.5 million to $26.5 million for fiscal year 2015-2016 and to $21.5 
million in future fiscal years.     
 
HB 2131: Tax Adjudications; Attorney Fees.  Laws 2015, Chapter 234. 


Increases the amount of professional fees taxpayers may recover when they prevail in tax disputes with state, county, or 
municipal taxing authorities and, going forward, requires Arizona’s Attorney General to adjust such limits based on inflation. 
For administrative proceedings involving tax cases brought by or against the Department, the hourly cap increased from 
$100 per hour to $350 per hour and the overall cap on fees in such proceedings increased from $20,000 to $75,000.  For 
cases that go to court, the hourly cap increased from $175 per hour to $350 per hour and the overall cap on fees in each 
court level increased from $30,000 to $75,000.  (Also applies identically to income, sales, property tax cases.) 
 
HB 2568: Insurance Premium Tax Reduction.  Laws 2015, Chapter 220. 


Gradually reduces the insurance premium tax rate for all types of insurance, except fire, disability, and health care 
insurance plans, from 2.0% to 1.7% beginning with premiums received in calendar year 2016.  Defines what portions of 
various types of insurance premiums are considered fire insurance premiums for purposes of the tax.  
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Important Information About This Summary 
 
This document briefly summarizes recent substantive changes to Arizona's tax laws.  The bills addressed 
herein were approved by Arizona's Legislature and signed by Governor Brewer.  Except as noted below, most 
of the bills were effective on the general effective date for the legislative session, July 24, 2014.  
 
To limit the size of this document, the descriptions of these bills are brief and not intended to be comprehensive.  
If you believe that one or more of the following bills may impact the amount of tax that you, your clients, or the 
company that you work for must pay, you should carefully review the bill and/or contact a state and local tax 
professional for assistance. 


FOR ADDITIONAL INFORMATION, PLEASE CONTACT: 
 


James G. Busby, Jr. 
State & Local Tax Attorney and CPA 


602-322-4146 
JBusby@CavanaghLaw.com 


 
    THE CAVANAGH LAW FIRM   1850 N. Central Avenue, #2400 Phoenix, Arizona 85004 P: 602-322-4146 F: 602-322-4101 www.CavanaghLaw.com 


 
Disclosure: The information in this newsletter is provided for educational and informational purposes only and does not constitute legal counseling or other professional services.  


© 2014 by James G. Busby, Jr.  
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A.  Income Tax Legislation 
 
SB 1081: Tax Credit; Excise; SSN.  Laws 2014, Chapter 68.  


Requires persons claiming the income tax credit for increased excise taxes paid, which is limited to $25 per person and 
$100 per household, to provide a valid social security number or taxpayer identification number when claiming the credit. 
 
SB 1300: Internal Revenue Code Conformity.  Laws 2014, Chapter 223.  


Provides for retroactive conformity to most provisions in the Internal Revenue Code in effect on January 1, 2014.  However, 
some additions and subtractions created in prior years when Arizona did not fully conform to I.R.C. changes for issues such 
as bonus depreciation are still in place.  
 
SB 1301: 2014 Tax Corrections.  Laws 2014, Chapter 245. 


Makes numerous technical corrections, and some substantive changes, to Arizona's tax laws. Income tax provisions include 
changes too numerous to list to the additions and subtractions to Arizona gross income necessary to arrive at Arizona 
adjusted gross income (for individuals) and Arizona taxable income (for corporations).  Requires administrators of long-term 
health care savings accounts to make annual reports to the Arizona Department of Revenue (“ADOR”).  (Also affects 
Arizona's sales tax laws as summarized below.)  
 
SB 1326: State Parks; Donations; Fund; Transportation.  Laws 2014, Chapter 120.  


Establishes the Sustainable State Parks and Roads Fund and allows taxpayers to contribute any portion of their refund, or 
to make a separate contribution, to the fund.  


 
 


 
 
 
 
 
 


HB 2046: Disaster Recovery; Businesses; Tax; Regulation.  Laws 2014, Chapter 43. 


Provides that persons and businesses from out-of-state that come to Arizona on a temporary basis solely to assist with 
disaster recovery efforts from a declared disaster during a disaster period are not required to file, remit, withhold, or pay 
Arizona income tax for or during the disaster period.  Effective January 1, 2015.  (Also affects Arizona's sales and property 
tax laws as summarized below.)  


SB 1484: Tax Credit; Manufacturers; Renewable Energy.  Laws 2014, Chapter 8. 


Adds non-refundable individual and corporate income tax credits that may be carried forward for up to five years for 
manufacturers, and lessors who lease qualifying facilities to manufacturers, that invest at least $300 million in new 
renewable energy facilities that produce electricity used in the companies’ own manufacturing processes.  The amount of 
the credit is $1 million per facility per year for five years; no taxpayer may claim more than $5 million in credit per year; 
ADOR may not authorize more than $10 million in credits per calendar year on a first-come, first-served basis; and 
taxpayers may not claim both this credit and the credit for renewable energy production. 
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HB 2283: TPT; Postmark; Filing By Mail.  Laws 2014, Chapter 139.  


Provides that any report, claim, tax return, statement, payment, deposit, or other material dealing in any way or manner with 
taxation, other than petitions or notices of appeal, that is required or authorized to be filed with or made to Arizona or any 
agency or political subdivision thereof but does not contain a postmark or other official mark of the United States Post Office 
stamped thereon shall be considered timely if “performed by the taxpayer” (perhaps “performed by the taxpayer” means 
“delivered?”) within five business days after the due date of the filing.  Effective January 1, 2015.  (Also affects Arizona 
sales, property, and other tax laws as summarized below.) 


 
HB 2328: STOs; Grants; Corporate Tax Credit.  Laws 2014, Chapter 278.  


Allows more disabled students, and those who have been placed in foster care, to qualify for school tuition organization 
scholarships funded by tax credit-eligible contributions from corporations and insurance companies.  Retroactive to July 1, 
2014. 


 
 
 
 
 
 
 
 
 


HB 2272: Tax Credits; Capital Investments; Employment.  Laws 2014, Chapter 168.  


Requires individuals and corporations to obtain approval from the Arizona Commerce Authority before they can claim 
income tax credits for increased research activities, effective January 1, 2015.  Extends the life of the individual income 
tax credit for those who invest in qualifying small businesses (i.e., the “Angel Investor Credit”) for an additional five years, 
extends the time period for qualifying investors to apply for the credit to 90 days from 30 days after making a qualified 
investment, and doubles the maximum investment eligible for a tax credit for any one investor from $250,000 to 
$500,000.  Amends the individual and corporate income tax credits for net increases in full-time employees in qualifying 
employment positions (i.e., the “Quality Jobs Tax Credit”) to allow taxpayers to claim the credit in years two and three 
when an employee in a qualifying position leaves but is replaced with another qualifying employee, retroactive to 
January 1, 2014.  (Also amends Arizona’s premium tax laws as summarized below.) 


HB 2377: Income Tax Brackets; Inflation Index.  Laws 2014, Chapter 10.  


Provides that Arizona’s income tax brackets for tax year 2015 will be indexed for inflation.    
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B.  Transaction Privilege ("Sales") and Use Tax Legislation 
 
 


 
 
 
 
 
 


 


  
HB.  


C.  
 


HB.  


R. 
 
 
 
 
 


SB 1331: Model City Tax Code; Changes.  Laws 2014, Chapter 121.  


Provides that any change to a municipality’s sales tax code that is not reflected in the official copy maintained by ADOR is 
void and of no effect.  Retroactive to July 1, 1988. 


 
 
 
 
 
 
 
 
 
 
 


Important Information About This Section 


Most of the following changes are applicable to Arizona's sales and use tax laws, and to the county excise taxes that 
"piggy back" Arizona's sales taxes. Unless otherwise specified below, Arizona municipalities have not adopted these 
changes. However, sooner or later, Arizona municipalities often adopt changes to their municipal tax codes that parallel 
changes to the state's sales and use tax laws. 


SB 1301: 2014 Tax Corrections.  Laws 2014, Chapter 245. 


Makes numerous technical corrections, and some substantive changes, to Arizona's tax laws. Sales tax provisions 
include: (1) guidance regarding exemption certificates that contractors must obtain, beginning January 1, 2015, for each 
project where they are entitled to purchase building materials tax free because the prime contractor’s proceeds from the 
project are subject to state and local prime contracting tax (but, note the differences between the provisions in this bill 
and HB 2389);   (2) clarification that destination management companies are subject to tax on proceeds from 
transactions that are not part of a qualified contract for destination management services; and (3) an extension of the 
exemption from state and local taxes on proceeds from renting real property for leases between affiliated companies, 
business, persons or reciprocal insurers to include leases between members of an individual’s family or persons who 
have ownership or control of a business entity.  (Also affects Arizona's income tax laws as summarized above.) 


SB 1413: Taxes; Manufacturers’ Electricity Sales; Exemption.  Laws 2014, Chapter 7. 


Provides state sales and use tax exemptions for electricity and natural gas used by businesses principally engaged in 
manufacturing or smelting operations if they use at least fifty-one percent of the electricity or natural gas in manufacturing 
or smelting operations.  For purposes of these exemptions, “manufacturing” does not include processing, fabricating, job 
printing, mining, generating electricity, or operating a restaurant; and “principally engaged” means at least fifty-one 
percent of the business is a manufacturing or smelting operation.  Arizona municipalities may, but do not have to, add 
these exemptions to their tax codes as well.  Effective August 1, 2014. 
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HB 2046: Disaster Recovery; Businesses; Tax; Regulation.  Laws 2014, Chapter 43. 


Provides that out-of-state businesses that are in Arizona on a temporary basis solely to assist with disaster recovery efforts 
from a declared disaster during a disaster period are not required to pay state or local use tax on any infrastructure brought 
temporarily into Arizona for or during the disaster period.  Effective January 1, 2015.  (Also affects Arizona's income tax 
laws as summarized above, and Arizona’s property tax laws as summarized below.)  


 
HB 2283: TPT; Postmark; Filing By Mail.  Laws 2014, Chapter 139.  


Eliminates the separate delinquency date for taxpayers electing to pay state and local sales and use taxes by mail that was 
tied to being postmarked by the twenty-fifth day of the month.  Provides that any report, claim, tax return, statement, 
payment, deposit, or other material dealing in any way or manner with taxation, other than petitions or notices of appeal, 
that is required or authorized to be filed with or made to Arizona or any agency or political subdivision thereof but does not 
contain a postmark or other official mark of the United States Post Office stamped thereon shall be considered timely if 
“performed by the taxpayer” (perhaps “performed by the taxpayer” means “delivered?”) within five business days after the 
due date of the filing.  Effective January 1, 2015.  (Also affects Arizona’s income tax laws as described above, and Arizona’s 
property and other tax laws as summarized below.) 
 
HB 2285: Refined Coal Transfer; Tax Exemptions.  Laws 2014, Chapter 54.  


Clarifies that the transfer of title or possession of coal from an owner or operator of a power plant to a person engaged in 
the business of refining coal is not a sale of coal for purposes of Arizona’s state and local sales taxes on proceeds from 
retail transactions if the coal is transferred back to the owner or operator of the power plant after completion of the coal 
refining process.  Provides that such transactions are not subject to Arizona state and local use taxes or Arizona’s sales tax 
on proceeds from mining, quarrying, or producing nonmetalliferous products for sale either.  Retroactive to January 1, 2014. 


 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


HB 2288: Sales Tax; Reduced Reporting Requirements.  Laws 2014, Chapter 141.  


Allows taxpayers whose estimated annual sales and use tax liability is less than $2,000 to report and pay state and local 
sales taxes on an annual basis (the previous threshold was $500), and allows taxpayers whose estimated annual sales 
and use tax liability is between $2,000 and $8,000 to report and pay state and local sales taxes on a quarterly basis (the 
previous range was between $500 and $1,250).  Effective January 1, 2015.  (Also applies to severance taxes, 
telecommunication service excise tax, the tax on water use, jet fuel excise and use taxes, and the prepaid wireless 
telecommunications E911 excise tax.) 


 HB 2389: Transaction Privilege Tax Changes.  Laws 2014, Chapter 263.  
Allows ADOR to accept digital electronic signatures on tax returns, statements and other documents, effective October 1, 
2014.  Requires taxpayers to renew state and local sales tax licenses annually, and imposes a $25 penalty for each 
jurisdiction in which a taxpayer fails to timely renew a municipal sales tax license.  Provides guidance regarding exemption 
certificates that contractors must obtain, beginning January 1, 2015, for each project where they are entitled to purchase  
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HB 2415: Waste Facility; Prime Contracting Deduction.  Laws 2014, Chapter 228.  


Adds an Arizona sales tax deduction for proceeds from constructing mixed solid waste processing facilities located at 
municipal landfills for the purpose of recycling solid waste or producing renewable energy from the landfill waste.  
Retroactive to January 1, 2013.   
 
HB 2522: Reviser's Technical Corrections; 2014.  Laws 2014, Chapter 211.  


This technical correction bill blends conflicting statutory changes from previous legislative sessions.  Some of the changes 
are retroactive, some were effective on the general effective date, and some will go into effect on January 1, 2015. 
 
HB 2546: Alarm Businesses; Alarm Agents; Regulation.  Laws 2014, Chapter 174.  


Prohibits municipalities from imposing sales tax on proceeds from alarm system monitoring services.   
 
HB 2667: Persons With Disabilities.  Laws 2014, Chapter 215.  


Replaces the terms “disabled“ and “handicapped” with the term “person(s) with disabilities” throughout Arizona’s statutes, 
including Arizona’s sales and use tax statutes, and requests state agencies to revise their rules, publications, orders, 
actions, programs, policies, and signs with such terminology when updates are otherwise necessary. 
 
HB 2701: TPT; Health Sciences Institutions; Exemption.  Laws 2014, Chapter 276.  


Adds state and local sales and use tax exemptions for sales of tangible personal property to qualifying health sciences 
education institutions by retailers, persons engaged in the business of publishing newspapers, magazines, and other 
periodicals, and by persons engaged in the business of job printing, engraving, embossing and copying.  The state 
publication and job printing exemptions were effective on the general effective date, but the state retail, use tax, and all 
municipal tax exemptions will be effective on January 1, 2015. 


 


building materials tax free because the prime contractor’s proceeds from the project are subject to prime contracting tax 
(but, note the differences between the provisions in this bill and SB 1301).  Requires taxpayers conducting business in two 
or more locations or under two or more business names to file their sales tax returns electronically.  Establishes a state 
and local sales tax exemption for restaurants’ proceeds from selling food and drinks at low or reduced prices to eligible 
elderly, disabled, or homeless persons under the Supplemental Nutrition Assistance Program.  Clarifies that all appeals of 
assessments “initiated” by a municipality before January 1, 2015 shall be shall be heard by the Municipal Tax Hearing 
Office, and that appeals of all subsequent assessments shall be administered via ADOR’s procedures.  Provides that all 
municipal refund claims for tax periods ending prior to January 1, 2015 shall be administered by the tax collector for the 
city or town to which the tax was originally paid.  Effective January 1, 2015, except as noted above. 
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C.  Property Tax Legislation  


 
 
 
 
 
 
 
 
 
 
 


HB 2046: Disaster Recovery; Businesses; Tax; Regulation.  Laws 2014, Chapter 43. 


Provides that out-of-state businesses that are in Arizona on a temporary basis solely to assist with disaster recovery efforts 
from a declared disaster during a disaster period are not subject to property tax on any property brought temporarily into 
Arizona for or during the disaster period.  Effective January 1, 2015.  (Also affects Arizona's income and sales tax laws as 
summarized above.) 
 
HB 2141: County Assessor; Common Area Consolidation.  Laws 2014, Chapter 133. 


Requires county assessors to automatically consolidate common area parcels located within the same taxing district. 


 
HB 2283: TPT; Postmark; Filing By Mail.  Laws 2014, Chapter 139.  


Provides that any report, claim, tax return, statement, payment, deposit, or other material dealing in any way or manner with 
taxation, other than petitions or notices of appeal, that is required or authorized to be filed with or made to Arizona or any 
agency or political subdivision thereof but does not contain a postmark or other official mark of the United States Post Office 
stamped thereon shall be considered timely if “performed by the taxpayer” (perhaps “performed by the taxpayer” means 
“delivered?”) within five business days after the due date of the filing.  Effective January 1, 2015.  (Also affects Arizona’s 
income, sales, and property tax laws as described above, and other tax laws as summarized below.) 


 
HB 2287: County Treasurer; Lien; Sale.  Laws 2014, Chapter 205.  


Allows county sheriffs to sell personal property to the highest bidder when personal property taxes remain unpaid even if the 
bid is not sufficient to pay the outstanding taxes.  Requires parties who bring an action to foreclose the right to redeem real 
property tax liens to name the county treasurer as a party to the action.  


 
 
 


 SB 1352: Property Tax Roll; Corrections.  Laws 2014, Chapter 249. 


Permits county assessors to send amended notices of valuation within 60 days of mailing the original notices of valuation if 
the assessor discovers that property characteristic data applicable to a grouping of properties delineated by neighborhood 
or classification resulted in an incorrect opinion of value.  Sets the interest rate for overpayments of property tax at the rate 
ADOR pays, which is the same rate the IRS pays, which may vary from quarter to quarter.  Clarifies that tax rolls may be 
adjusted to prorate the value of properties that are destroyed after the lien date from the lien date to the date of 
destruction.  Alters some procedures related to notices of proposed correction and notices of claim.  
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HB 2667: Persons With Disabilities.  Laws 2014, Chapter 215.  


Replaces the terms “disabled“ and “handicapped” with the term “person(s) with disabilities” throughout Arizona’s statutes, 
including Arizona’s property tax statutes, and requests state agencies to revise their rules, publications, orders, actions, 
programs, policies, and signs with such terminology when updates are otherwise necessary. 
 


D.  Other Tax & Tax-Related Legislation  
 
SB 1180: Luxury Privilege Tax; Cider; Definition.  Laws 2014, Chapter 110. 


Expands the definition of “cider” for luxury privilege tax purposes such that vinous liquor made from the fermentation of the 
juice from pears and other pome fruits is subject to luxury privilege tax.     
 
SB 1397: Liquor Omnibus.  Laws 2014, Chapter 253.  


Defines “farm winery” and “microbrewery” for purposes of the luxury privilege tax that applies to certain sales of liquor by 
such parties, and extends the tax to certain sales of liquor by “craft distillers,” as that term is defined in the bill.  
 
HB 2272: Tax Credits; Capital Investments; Employment.  Laws 2014, Chapter 168.  


Amends the premium tax credit for net increases in full-time employees in qualifying employment positions (i.e., the “Quality 
Jobs Tax Credit”) to allow insurance companies to claim the credit in years two and three when an employee in a qualifying 
position leaves but is replaced with another qualifying employee.  Retroactive to January 1, 2014.   
(Also amends Arizona’s income tax laws as described above.) 
 
HB 2283: TPT; Postmark; Filing By Mail.  Laws 2014, Chapter 139.  


Eliminates the separate deadline for taxpayers electing to pay certain state and local taxes (including sales and use taxes, 
severance taxes, telecommunication service excise tax, the tax on water use, jet fuel excise and use taxes, and the prepaid 
wireless telecommunications E911 excise tax) by mail that was tied to being postmarked by the twenty-fifth day of the 
month.  Provides that any report, claim, tax return, statement, payment, deposit, or other material dealing in any way or 
manner with taxation, other than petitions or notices of appeal, that is required or authorized to be filed with or made to  


 


 HB 2403: Property; Valuation; Renewable Energy; Equipment.  Laws 2014, Chapter 264.  


Defines terms employed in the statutory formula used to value renewable energy equipment for property tax purposes.  
Sets a limit on the value of certain types of real property leased by the owner to a tenant that utilized renewable energy 
equipment on the property but then defaulted on the lease and abandoned the equipment. 
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Arizona or any agency or political subdivision thereof but does not contain a postmark or other official mark of the United 
States Post Office stamped thereon shall be considered timely if “performed by the taxpayer” (perhaps “performed by the 
taxpayer” means “delivered?”) within five business days after the due date of the filing.  Effective January 1, 2015.  (Also 
affects Arizona’s income, sales, and property tax laws as described above.) 
 
HB 2288: Sales Tax; Reduced Reporting Requirements.  Laws 2014, Chapter 141.  


Allows taxpayers whose estimated qualifying annual tax liability is less than $2,000 to report and pay the tax on an annual 
basis (the previous threshold was $500), and allows taxpayers whose estimated annual qualifying tax liability is between 
$2,000 and $8,000 to report and pay the tax on a quarterly basis (the previous range was between $500 and $1,250).  
Qualifying taxes include state and local sales and use taxes, severance tax, telecommunication service excise tax, the tax 
on water use, jet fuel excise and use taxes, and the prepaid wireless telecommunications E911 excise tax.  Effective 
January 1, 2015.   
 
HB 2378: Municipal Taxes and Fees; Prohibition.  Laws 2014, Chapter 169.  


Prohibits municipalities from levying or assessing municipality-wide taxes or fees against property owners based on the size 
or value of their property, except for property taxes, which are subject to the limitations and protections afforded by 
Arizona’s Constitution and statutes, and except for Paradise Valley’s parcel tax -- which was grandfathered.  Retroactive to 
January 1, 2014. 
 
HB 2674: Tobacco Settlement Agreement.  Laws 2014, Chapter 160.  


Makes changes to the penalties that apply when a person subject to luxury privilege tax fails to report or pay the tax in the 
manner required by Arizona’s statutes.  Defines terms and changes some existing definitions of terms used in Arizona’s 
luxury tax statutes and alters numerous provisions in Arizona’s luxury privilege tax statutes -- mainly as they apply to 
tobacco products.  Most of these changes were effective on the general effective date, except the changes to bonding 
requirements for cigarette distributors, which are retroactive to April 1, 2012.  






