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CHAPTER 1 9 9  

HOUSE BILL 20.20 

AN ACT 

AMENDING SECTION 42-101. ARIZONA REVISED STATUTES, AS AMENDED B Y  LAWS 1995, 
CHAPTER 7 .  SECTION 1 AND CHAPTER 249. SECTION 1; REPEALING SECTION 42-101, 
ARIZONA REVISED STATUTES. AS AMENDED BY LAWS 1995. CHAPTER 241. SECTION 24: 
AMENDING SECTIONS 43-105 AND 43-1201. ARIZONA REVISED STATUTES; RELATING TO 
TAXATION. 

Be i t  enacted by  t h e  L e g i s l a t u r e  o f  t h e  S t a t e  o f  Ar izona:  
S e c t i o n  1. S e c t i o n  42-101, A r i zona  Revised S t a t u t e s ,  as amended by 

Laws 1995. c h a p t e r  7, s e c t i o n  1 and chap te r  249. s e c t i o n  1. i s  amended t o  
read:  

42-101. D e f i n i t i o n s  
I n  t h i s  t i t l e .  u n l e s s  t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s :  
1. "Board" o r  " s t a t e  board"  means e i t h e r  t h e  s t a t e  board  o f  t a x  

appea ls  o r  t h e  s t a t e  b o a r d  o f  e q u a l i z a t i o n .  as a p p l i c a b l e .  
2. "Cour t "  means t h e  t a x  c o u r t  o r  s u p e r i o r  c o u r t ,  wh ichever  i s  

app l  i cab1 e. 
3. "Department" means t h e  department o f  revenue. 
4. " D i r e c t o r "  means t h e  d i r e c t o r  o f  t h e  department.  
5. " I n t e r n a l  revenue code" means t h e  U n i t e d  S t a t e s  i n t e r n a l  revenue 

code o f  1986, as amended and i n  e f f e c t  as o f  January 1. 4-995 1996, i n c l u d i n g  
t h o s e  p r o v i s i o n s  t h a t  became e f f e c t i v e  d u r i n g  4494 1995 w i t h  t h e  s p e c i f i c  
a d o p t i o n  o f  t h e i r  r e t r o a c t i v e  e f f e c t i v e  dates  b u t  e x c l u d i n g  a l l  changes t o  
such code enac ted  a f t e r  January  1. 4-995 1996. 

Sec. 2. 
S e c t i o n  42-101. A r i z o n a  Rev ised S ta tu tes .  as amended by  Laws 1995. 

20 c h a p t e r  241. s e c t i o n  24, i s  repea led .  



Sec. 3. Sect ion 43-105. Arizona Revised Statutes. i s  amended t o  read: 
43-105. I n t e r n a l  revenue code: d e f i n i t i o n :  a o v l i c a t i o n  
A. FOR PURPOSES OF COMPUTING INCOME TAX PURSUANT TO THIS TITLE. FOR 

TAXABLE YEARS BEGINNING FROM AND AFTER DECEMBER 31, 1995 THROUGH DECEMBER 31, 
1996. "INTERNAL REVENUE CODE" MEANS THE UNITED STATES INTERNAL REVENUE CODE 
OF 1986. AS AMENDED. I N  EFFECT ON JANUARY 1. 1996. INCLUDING THOSE PROVISIONS 
THAT BECAME EFFECTIVE DURING 1995 WITH THE SPECIFIC ADOPTION OF THEIR 
RETROACTIVE EFFECTIVE DATE. BUT EXCLUDING ANY CHANGE TO SUCH CODE ENACTED 
AFTER JANUARY 1. 1996. 

B. For purposes o f  computing income t a x  pursuant t o  t h i s  t i t l e .  
f o r  taxab le  years beginning from and a f t e r  December 31, 1994 through December 
31, 1995. " i n t e r n a l  revenue code" means t h e  Un i ted  States i n t e r n a l  revenue 
code o f  1986. as amended. i n  e f f e c t  on January 1. 1995. i n c l u d i n g  those 
p rov i s ions  t h a t  became e f f e c t i v e  d u r i n g  1994 w i t h  t h e  s p e c i f i c  adoption o f  
t h e i r  r e t r o a c t i v e  e f f e c t i v e  date, b u t  exc lud ing  any change t o  such code 
enacted a f t e r  January 1. 1995. 

% C. For purposes o f  computing income t a x  pursuant t o  t h i s  t i t l e ,  
f o r  taxable years beginning from and a f t e r  December 31. 1993 through December 
31. 1994. " i n t e r n a l  revenue code" means t h e  Un i ted  States i n t e r n a l  revenue 
code o f  1986, as amended. i n  e f f e c t  on January 1. 1994. i n c l u d i n g  those 
p rov i s ions  t h a t  became e f f e c t i v e  d u r i n g  1993 w i t h  the  s p e c i f i c  adoption o f  
t h e i r  r e t r o a c t i v e  e f f e c t i v e  date, b u t  exc lud ing  any change t o  such code 
enacted a f t e r  January 1. 1994. 

& D. Except as provided i n  sec t i on  43-106. f o r  purposes o f  computing 
income tax  pursuant t o  t h i s  t i t l e  f o r  t axab le  years beginning from and a f t e r  
December 31. 1992 through Oecember 31. 1993. " i n t e r n a l  revenue code" means 
t h e  Un i ted  States i n t e r n a l  revenue code o f  1986. as amended. i n  e f f e c t  on 
January 1. 1993. i n c l u d i n g  those prov is ions  t h a t  became e f f e c t i v e  during 1992 
w i t h  t h e  s p e c i f i c  adoption o f  t h e i r  r e t r o a c t i v e  e f f e c t i v e  date, but excluding 
any change t o  such code enacted a f t e r  January 1. 1993. 

8: E. For purposes o f  computing income t a x  pursuant t o  t h i s  t i t l e .  
f o r  taxab le  years beginning from and a f t e r  December 31, 1991 through December 
31. 1992, " i n t e r n a l  revenue code" means t h e  Un i ted  States i n t e r n a l  revenue 
code o f  1986. as amended. i n  e f f e c t  on January 1. 1992. i n c l u d i n g  those 
p rov i s ions  t h a t  became e f f e c t i v e  du r ing  1991 w i t h  the  s p e c i f i c  adoption o f  
t h e i r  r e t r o a c t i v e  e f f e c t i v e  date, b u t  exc lud ing  any change t o  such code 
enacted a f t e r  January 1. 1992. 

F. For purposes o f  computing income t a x  pursuant t o  t h i s  t i t l e .  
f o r  taxable years beginning from and a f t e r  Oecember 31, 1990 through December 
31. 1991. " i n t e r n a l  revenue code" means t h e  Un i ted  States i n t e r n a l  revenue 
code of 1986. as amended, i n  e f f e c t  on January 1. 1991, i n c l u d i n g  those 
p rov i s ions  t h a t  became e f f e c t i v e  d u r i n g  1990 w i t h  t h e  s p e c i f i c  adoption o f  
t h e i r  r e t r o a c t i v e  e f f e c t i v e  date. b u t  exc lud ing  any change t o  such code 
enacted a f t e r  January 1. 1991. 
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Sec .  4. S e c t i o n  43-1201. Ar izona  Revised S t a t u t e s .  i s  amended t o  r e a d :  
43-1201.  O r a a n i z a t i o n s  exemot f rom t a x  
ORGANIZATIONS THAT ARE EXEMPT FROM FEDERAL INCOME TAX UNDER SECTION 501  

O F  THE INTERNAL REVENUE CODE ARE EXEMPT FROM THE TAX IMPOSED U N D E R  THIS 
TITLE. IN ADDITION, t h e  f o l l o w i n g  o r g a n i z a t i o n s  a r e  exempt f rom t h e  t a x e s  
imposed  unde r  t h i s  t i t l e .  e x c e p t  a s  o t h e r w i s e  p r o v i d e d  i n  t h i s  c h a p t e r :  

1. Labor ,  a g r i c u l t u r a l  o r  h o r t i c u l t u r a l  o r g a n i z a t i o n s .  o t h e r  t h a n  
c o o p e r a t i v e  o r g a n i z a t i o n s .  

2. F r a t e r n a l  b e n e f i c i a r y  s o c i e t i e s .  o r d e r s  o r  o r g a n i z a t i o n s  bo th :  
( a )  O p e r a t i n g  under  t h e  l o d g e  s y s t e m  o r  f o r  t h e  e x c l u s i v e  b e n e f i t  o f  

t h e  members o f  a  f r a t e r n i t y  i t s e l f  o p e r a t i n g  unde r  the l o d g e  s y s t e m .  
( b )  P r o v i d i n g  f o r  t h e  payment o f  l i f e .  s i c k ,  a c c i d e n t  o r  o t h e r  

b e n e f i t s  t o  t h e  members o f  s u c h  s o c i e t y ,  o r d e r  o r  o r g a n i z a t i o n  o r  t h e i r  
d e p e n d e n t s .  

3. Cemetery companies owned and o p e r a t e d  e x c l u s i v e l y  f o r  t h e  b e n e f i t  
o f  t h e i r  members o r  which a r e  n o t  o p e r a t e d  f o r  p r o f i t  o r  any  c o r p o r a t i o n  
c h a r t e r e d  f o r  b u r i a l  pu rposes  and  n o t  p e r m i t t e d  by i t s  c h a r t e r  t o  e n g a g e  i n  
a n y  b u s i n e s s  n o t  n e c e s s a r i l y  r e l a t e d  t o  t h a t  purpose .  no p a r t  o f  t h e  n e t  
e a r n i n g s  of  which  i n u r e s  t o  t h e  b e n e f i t  o f  any  p r i v a t e  s h a r e h o l d e r  or  
i n d i v i d u a l  member t h e r e o f .  

4. C o r p o r a t i o n s  o r g a n i z e d  and o p e r a t e d  e x c l u s i v e l y  f o r  r e l i g i o u s .  
c h a r i t a b l e ,  s c i e n t i f i c .  l i t e r a r y  o r  e d u c a t i o n a l  p u r p o s e s  o r  f o r  t h e  
p r e v e n t i o n  o f  c r u e l t y  t o  c h i l d r e n  o r  an ima l s .  no p a r t  o f  t h e  n e t  e a r n i n g s  o f  
which  i n u r e s  t o  t h e  b e n e f i t  o f  any  p r i v a t e  s h a r e h o l d e r  o r  i n d i v i d u a l .  and no 
s u b s t a n t i a l  p a r t  o f  t h e  a c t i v i t i e s  o f  w h i c h  i s  c a r r y i n g  on  p ropaganda  o r  
o t h e r w i s e  a t t e m p t i n g  t o  i n f l u e n c e  l e g i s l a t i o n .  

5. B u s i n e s s  l e a g u e s ,  chambers  o f  commerce, r e a l  e s t a t e  b o a r d s  o r  
b o a r d s  o f  t r a d e ,  n o t  o r g a n i z e d  f o r  p r o f i t ,  no p a r t  o f  t h e  n e t  e a r n i n g s  of 
wh ich  i n u r e s  t o  t h e  b e n e f i t  o f  any  p r i v a t e  s h a r e h o l d e r  o r  i n d i v i d u a l .  

6.  C i v i c  l e a g u e s  o r  o r g a n i z a t i o n s  n o t  o r g a n i z e d  f o r  p r o f i t  b u t  
o p e r a t e d  e x c l u s i v e l y  f o r  t h e  promot ion  o f  s o c i a l  w e l f a r e  o r  l o c a l  
o r g a n i z a t i o n s  o f  employees .  t h e  membership of  which i s  l i m i t e d  t o  t h e  
employees  of  a  d e s i g n a t e d  person  o r  p e r s o n s  i n  a  p a r t i c u l a r  m u n i c i p a l i t y ,  t h e  
n e t  e a r n i n g s  o f  which a r e  devo ted  e x c l u s i v e l y  t o  c h a r i t a b l e ,  e d u c a t i o n a l  o r  
r e c r e a t i o n a l  p u r p o s e s .  

7. Clubs o r g a n i z e d  and o p e r a t e d  e x c l u s i v e l y  f o r  p l e a s u r e .  r e c r e a t i o n  
a n d  o t h e r  n o n - p r o f i t a b l e  p u r p o s e s ,  no  p a r t  o f  t h e  n e t  e a r n i n g s  o f  which  
i n u r e s  t o  the b e n e f i t  o f  any p r i v a t e  s h a r e h o l d e r .  

8. C o r p o r a t i o n s  o r g a n i z e d  f o r  t h e  e x c l u s i v e  pu rpose  o f  h o l d i n g  t i t l e  
t o  p r o p e r t y ,  c o l l e c t i n g  income t h e r e f r o m  and t u r n i n g  o v e r  t h e  e n t i r e  amount  
of s u c h  income, less expenses .  t o  an  o r g a n i z a t i o n  which i t s e l f  i s  exempt f rom 
t h e  t a x  imposed by t h i s  t i t le .  
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9. Voluntary employees' beneficiary organizations providing for  the 
payment of l i f e ,  s ick ,  accident o r  other benef i ts  t o  the  members of such 
organizations or t h e i r  dependents. i f  both of the  following apply: 

( a )  No part of t he i r  net earnings inures ,  other than through such 
payments. t o  the  benefit  of any pr iva te  shareholder or  individual.  

( b )  Eighty-five per cent o r  more of the  income consis ts  of amounts 
collected from members and amounts contributed t o  t he  organization by the  
employer of the  members for  the  so l e  purpose of making such payments a n d  
meeting expenses. 

10. Teachers' or  public employees' retirement fund organizations of a 
purely local character,  i f  both of the  following apply: 

( a )  No part of the i r  net earnings inures t o  t he  benefit of any private 
shareholder or individual, other than through payment of retirement benefits. 

( b )  The income consists  so le ly  of amounts received from public 
taxation. amounts received from assessments upon the sa la r ies  of members and 
income i n  respect of investments. For the  purposes of t h i s  paragraph, 
"public employees" means employees of the  s t a t e  and i t s  pol i t ical  
subdivisions. 

11. Religious or  apostolic organizations or  corporations, i f  such 
organizations or corporations have a  common t reasury or  community treasury. 
even i f  such corporations or organizations engage i n  business fo r  the common 
benefit of the  members, b u t  only i f  the  members thereof include. a t  the time 
of f i l i ng  t he i r  returns, in t h e i r  Arizona gross income t h e i r  pro rata shares. 
whether dis t r ibuted or  not. of t he  net income of the  organizations or 
corporations fo r  such year. Any amount so included in the  Arizona gross 
income of a member shal l  be t rea ted  as a dividend received. 

12. Voluntary employees' beneficiary organizations providing for  the 
payment of l i f e .  s ick ,  accident or  other benefits  t o  the members of such 
organization, the i r  dependents or  t h e i r  designated beneficiaries,  i f  both of 
the following apply: 

( a )  Admission t o  membership i n  such organization i s  limited t o  
individuals who are o f f ice rs  or  employees of the  United States  government. 

( b )  No part  of the  net earnings of such organization inures,  other 
t h a n  through such payments, t o  the  benefit  of any pr ivate  shareholder or 
individual. 

13. Corporations c lass i f ied as divers i f ied management companies under 
section 5  of the  federal investment company ac t  of 1940 and registered as 
provided in t h a t  ac t .  

14. Insurance companies paying t o  the  s t a t e  tax upon premium income 
derived from sources within t h i s  s t a t e .  

15. Mutual d i tch .  i r r i ga t i on  or  water companies or s imilar  nonprofit 
organizations i f  eighty-five per cent or more of the  income consists of 
amounts collected from members f o r  the  sole  purpose of meeting losses and 
expenses. 
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1 Sec .  5. Retroactive a ~ o l i c a t i o n  
2 A .  Section 1 of  t h i s  act applies retroactively t o  taxable periods 
3 beginning from and a f t e r  December 31, 1995 through December 31. 1996. 
4 Ei. Section 4 of  t h i s  act  applies retroactively t o  taxable periods 
5 beginning from and a f t e r  December 31. 1978. 




