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CHAPTER 322 

SENATE BILL 1375 

AN ACT 

AMENDING SECTIONS 42-1310.01 AND 42-1409. ARIZONA REVISED STATUTES: RELATING 
TO TRANSACTION PRIVILEGE AND USE TAX EXEMPTIONS. 

Be i t  enacted by t h e  Legislature of t h e  S t a t e  of  Arizona: 
Sec t ion  1. Sect ion 42-1310.01. Arizona Revised S t a t u t e s .  i s  amended 

t o  read: 
42-1310.01. Retail  c l a s s i f i c a t i o n :  d e f i n i t i o n s  
A. The r e t a i l  c l a s s i f i ca t ion  i s  comprised of t h e  business of s e l l i n g  

t ang ib le  personal property a t  r e t a i l .  The t a x  base f o r  t h e  r e t a i l  
c l a s s i f i c a t i o n  i s  t h e  gross proceeds of s a l e s  o r  gross  income derived from 
the  business.  The t a x  imposed on t h e  r e t a i l  c l a s s i f i c a t i o n  pursuant t o  t h i s  
sec t ion  does not apply t o  the gross proceeds of s a l e s  o r  gross income from: 

1. Professional  o r  personal s e rv ice  occupations o r  businesses which 
involve s a l e s  o r  t r a n s f e r s  of t a n g i b l e  personal property only a s  
inconsequential  elements. 

2. Services rendered in addition t o  s e l l  ing t ang ib le  personal property 
a t  r e t a i l .  

3 .  Sa les  of  warranty o r  s e rv ice  c o n t r a c t s .  The s to rage ,  use o r  
consumption of t ang ib le  personal property provided under the condi t ions  of  
such c o n t r a c t s  i s  sub jec t  t o  t a x  under sec t ion  42-1408.01. 

4. Sales  of tangib le  personal property by any nonprof i t  o rganiza t ion  
organized and operated exclusively f o r  c h a r i t a b l e  purposes and recognized by 
t h e  department and the  United S ta t e s  i n t e r n a l  revenue s e r v i c e  as  such a 
nonprofi t  o rganiza t ion  f o r  cha r i t ab le  purposes. 
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5. Sa le s  t o  persons engaged i n  business c l a s s i f i e d  under t h e  
r e s t au ran t  c l a s s i f i c a t i o n  of a r t i c l e s  used by human beings f o r  food,  dr ink  
o r  condiment, whether simple, mixed o r  compounded. 

6. Business a c t i v i t y  by a person which i s  properly included i n  any 
o ther  business  c l a s s i f i c a t i o n  by t h a t  person which i s  t a x a b l e  under t h i s  
a r t i c l e .  

7. The s a l e  of s tocks  and bonds. 
8. Drugs and medical oxygen on t h e  p resc r ip t ion  of  a member of t h e  

medical,  dental  or ve te r ina r i an  profession who i s  l i censed  by law t o  
administer  such substances.  

9 .  P r o s t h e t i c  appliances as  defined i n  sec t ion  23-501 prescr ibed  o r  
recommended by a health professional l icensed pursuant t o  t i t l e  32. chapter  
7 ,  8 .  11. 13. 14. 15. 16 ,  17 o r  29. 

10. I n s u l i n ,  i n s u l i n  syringes and glucose t e s t  s t r i p s .  
11. Presc r ip t ion  eyeglasses o r  contact  lenses .  
12. Hearing a ids  a s  defined i n  sec t ion  36-1901. 
13. Durable medical equipment which has a federa l  hea l th  ca re  f inancing 

administrat ion common procedure code, i s  designated reimbursable by medicare, 
i s  prescribed by a person who i s  l icensed  under t i t l e  32. chapter  7.  8 .  13. 
14 ,  15. 17 o r  29. can withstand repeated use, i s  pr imar i ly  and customari ly 
used t o  se rve  a medical purpose, i s  general ly n o t  useful t o  a person i n  t h e  
absence of i l l n e s s  or  i n j u r y  and i s  appropr ia te  f o r  use i n  t h e  home. 

14. Sa les  t o  nonresidents of this s t a t e  f o r  use o u t s i d e  t h i s  s ta te  i f  
t h e  vendor s h i p s  o r  d e l i v e r s  the  t ang ib le  personal proper ty  o u t  of t h i s  
s t a t e .  

15. Food. as  provided in and subjec t  t o  t h e  condi t ions  of  a r t i c l e  1.1 
of t h i s  chap te r  and sec t ion  42-1310.14. 

16. Items purchased w i t h  United S ta t e s  department of  a g r i c u l t u r e  food 
coupons i ssued  under t h e  food stamp a c t  of 1977 ( P . L .  95-113; 91 S t a t .  958) 
or  food instruments issued under sec t ion  17 of the chi ld  n u t r i t i o n  a c t  ( P . L .  
95-627; 92 S t a t .  3603; and P.L.  99-661. s ec t ion  4302). 

17. Textbooks by any bookstore t h a t  a r e  requi red  by any s t a t e  
un ive r s i ty  o r  community co l lege .  

18. Food and dr ink  t o  a person who i s  engaged i n  business  which i s  
c l a s s i f i e d  under t h e  res taurant  c l a s s i f i c a t i o n  and which provides such food 
and d r i n k  without monetary charge t o  i t s  employees f o r  the i r  own consumption 
on t h e  premises during t h e  employees' hours of employment. 

19. A r t i c l e s  of food,  drink o r  condiment and accessory t a n g i b l e  
personal property t o  a school d i s t r i c t  i f  such a r t i c l e s  and accessory 
t ang ib le  personal property a re  t o  be prepared and served t o  persons f o r  
consumption on t h e  premises of a public  school within t h e  d i s t r i c t  during 
school hours.  

20. Lottery t i c k e t s  or  shares  pursuant t o  t i t l e  5 ,  chapter  5.  
a r t i c l e  1. 
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21. The s a l e  o f  p r e c i o u s  me ta l  b u l l i o n  and mone t i zed  b u l l i o n  t o  t h e  
u l t i m a t e  consumer.  b u t  t h e  s a l e  o f  c o i n s  o r  o t h e r  fo rms  o f  money f o r  
m a n u f a c t u r e  i n t o  jewelry o r  works o f  a r t  i s  s u b j e c t  t o  t h e  t a x .  In t h i s  . .. 
parag raph :  

( a )  "Monetized b u l l i o n "  means c o i n s  and o t h e r  forms o f  money which a r e  
manufac tu red  from g o l d .  s i l v e r  o r  o t h e r  m e t a l s  and which have  been o r  a r e  
used a s  a  medium o f  exchange  i n  t h i s  o r  a n o t h e r  s t a t e ,  t h e  Un i t ed  S t a t e s  o r  
a  f o r e i g n  n a t i o n .  

( b )  " P r e c i o u s  me ta l  b u l l i o n "  means p r e c i o u s  m e t a l ,  i n c l u d i n g  g o l d ,  
s i l v e r .  p l a t i n u m ,  rhodium and p a l l a d i u m .  which has  been s m e l t e d  o r  r e f i n e d  
s o  t h a t  i t s  v a l u e  depends  on i t s  c o n t e n t s  and n o t  on i t s  form. 

22. Motor v e h i c l e  f u e l  and u s e  fuel which are s u b j e c t  t o  a  t a x  imposed 
under  t i t l e  28 ,  c h a p t e r  9 ,  a r t i c l e  1 o r  2.  sales o f  u s e  f u e l  t o  a h o l d e r  o f  
a  v a l i d  s i n g l e  t r i p  u s e  f u e l  t a x  p e r m i t  i s s u e d  under  s e c t i o n  28-1559,  s a l e s  
o f  a v i a t i o n  f u e l  which a r e  s u b j e c t  t o  t h e  t a x  imposed unde r  s e c t i o n  
28-1765.01 and s a l e s  o f  j e t  f u e l  which a r e  s u b j e c t  t o  t h e  t a x  imposed under 
c h a p t e r  9.2 o f  t h i s  t i t l e .  

23. T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  t o  a  pe r son  engaged i n  t h e  b u s i n e s s  
of  l e a s i n g  o r  r e n t i n g  such p r o p e r t y  unde r  t h e  p e r s o n a l  p r o p e r t y  r e n t a l  
c l a s s i f i c a t i o n  i f  s u c h  p r o p e r t y  i s  t o  be  l e a s e d  or r e n t e d  by s u c h  person .  

24. T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  i n  i n t e r s t a t e  or f o r e i g n  commerce 
i f  p r o h i b i t e d  from b e i n g  s o  t a x e d  by t h e  C o n s t i t u t i o n  o f  t h e  Un i t ed  S t a t e s  
o r  t h e  c o n s t i t u t i o n  o f  t h i s  s t a t e .  

25. T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  t o :  
( a )  A q u a l i f y i n g  h o s p i t a l  a s  d e f i n e d  i n  s e c t i o n  42-1301.  
( b l  A q u a l i f y i n g  h e a l t h  c a r e  o r g a n i z a t i o n  as d e f i n e d  i n  s e c t i o n  

42-1301 i f  t h e  t a n g i b l e  pe r sona l  p r o p e r t y  i s  used  by t h e  o r g a n i z a t i o n  s o l e l y  
t o  p r o v i d e  h e a l t h  and  medica l  r e l a t e d  e d u c a t i o n a l  and  c h a r i t a b l e  s e r v i c e s .  

( c )  A q u a l i f y i n g  h e a l t h  c a r e  o r g a n i z a t i o n  a s  d e f i n e d  i n  s e c t i o n  
42-1301 i f  the o r g a n i z a t i o n  i s  d e d i c a t e d  t o  p r o v i d i n g  e d u c a t i o n a l ,  
t h e r a p e u t i c ,  r e h a b i l i t a t i v e  and f a m i l y  medical  e d u c a t i o n  t r a i n i n g  for b l i n d .  
v i s u a l l y  i m p a i r e d  and m u l t i - h a n d i c a p p e d  c h i l d r e n  from t h e  time o f  b i r t h  t o  
a g e  twen ty -one .  

( d )  A q u a l i f y i n g  community h e a l t h  c e n t e r  a s  d e f i n e d  i n  s e c t i o n  
42-1301. 

( e )  A n o n p r o f i t  c h a r i t a b l e  o r g a n i z a t i o n  t h a t  h a s  q u a l i f i e d  under 
s e c t i o n  5 0 1 ( c ) ( 3 )  of t h e  i n t e r n a l  r evenue  c o d e  and t h a t  r e g u l a r l y  s e r v e s  
meals  t o  t h e  needy and i n d i g e n t  on  a c o n t i n u i n g  b a s i s  a t  no c o s t .  

26. Magazines o r  o t h e r  p e r i o d i c a l s  o r  o t h e r  p u b l i c a t i o n s  by t h i s  s t a t e  
t o  e n c o u r a g e  t o u r i s t  t r a v e l .  

27. T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  t o  a  pe r son  engaged i n  b u s i n e s s  
c l a s s i f i e d  unde r  t h e  p r ime  c o n t r a c t i n g  c l a s s i f i c a t i o n  i f  t h e  pe r son  i s  
s u b j e c t  t o  t a x  u n d e r  t h i s  a r t i c l e  by r e a s o n  o f  b e i n g  engaged i n  such  
b u s i n e s s .  o r  t o  a  s u b c o n t r a c t o r  working  under  t h e  c o n t r o l  o f  a  prime 
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con t rac to r  t h a t  i s  subjec t  t o  t a x  under t h i s  a r t i c l e ,  i f  t h e  property so so ld  
i s  t o  be incorporated o r  f ab r i ca t ed  by t h e  person i n t o  any rea l  proper ty .  
s t r u c t u r e ,  p ro jec t ,  development o r  improvement as  p a r t  of t h e  business .  No 
deduct ion i s  a v a i l a b l e  f o r  t h e  s a l e  of tangib le  personal property which i s  
not t o  be s o  incorporated o r  f ab r i ca t ed .  

28. The s a l e  of a motor vehic le  to :  
( a )  A nonresident of this  s t a t e  i f  t h e  purchaser 's s t a t e  of residence 

does not  allow a corresponding use t a x  exemption t o  t h e  t a x  imposed by t h i s  
a r t i c l e  and i f  t h e  nonresident has secured a special  t h i r ty -day  nonresident  
r e g i s t r a t i o n  of t h e  vehic le  by applying according t o  sec t ion  28-302. 

( b )  An en ro l l ed  member of an Indian t r i b e  who re s ides  on t h e  Indian 
r e se rva t ion  e s t a b l i s h e d  f o r  t h a t  t r i b e .  

29. Tangible personal property purchased or  leased i n  this  s t a t e  by a 
nonprofi t  c h a r i t a b l e  organizat ion t h a t  has qual i f ied  under sec t ion  501(c) (3)  
of t h e  United S t a t e s  in t e rna l  revenue code and t h a t  engages i n  and uses such 
property exc lus ive ly  f o r  t r a i n i n g ,  job placement o r  r e h a b i l i t a t i o n  programs 
o r  t e s t i n g  f o r  mentally o r  phys ica l ly  handicapped persons. 

30. S a l e s  of t ang ib le  personal property by a nonprofi t  o rganiza t ion  
t h a t  i s  exempt from taxa t ion  under sec t ion  501(c)(3) .  501(c)(4)  o r  501(c) (6)  
of t h e  i n t e r n a l  revenue code i f  t h e  organizat ion i s  assoc ia ted  w i t h  a major 
league basebal l  team or  a national tour ing  professional gol f ing  a s soc ia t ion  
and no p a r t  of t h e  organiza t ion ' s  net  earnings inures t o  t h e  bene f i t  of any 
p r i v a t e  shareholder  o r  indiv idual .  

31. S a l e s  of commodities, as defined by t i t l e  7 United S t a t e s  Code 
sec t ion  2 ,  t h a t  a r e  consigned f o r  r e s a l e  i n  a warehouse i n  this  s t a t e  i n  o r  
from which t h e  commodity i s  de l ive rab le  on a con t rac t  f o r  f u t u r e  de l ive ry  
s u b j e c t  t o  t h e  r u l e s  of a commodity market regulated by t h e  United S t a t e s  
commodity f u t u r e s  t r ad ing  commission. 

32. S a l e s  of t ang ib le  personal property by a nonprofi t  o rganiza t ion  
t h a t  is exempt from taxa t ion  under sec t ion  501(c) (3) .  5 0 1 ( c ) ( 4 ) ,  5 0 1 ( c ) ( 6 ) ,  
501(c) (7)  o r  501(c) (8)  of t h e  in t e rna l  revenue code i f  t h e  organiza t ion  
sponsors o r  opera tes  a rodeo f ea tu r ing  primari ly farm and ranch animals and 
no p a r t  of t h e  o rgan iza t ion ' s  ne t  earnings inures  t o  t h e  b e n e f i t  of any 
p r i v a t e  shareholder  o r  indiv idual .  

33. Medical oxygen, including de l ive ry  hose. mask o r  t e n t ,  r egu la to r  
and t a n k ,  on t h e  p resc r ip t ion  of a member of t h e  medical, dental  o r  
ve t e r ina ry  profess ion  who i s  l icensed  by law t o  administer  medical oxygen. 

34. Sa le s  of new s e m i t r a i l e r s .  a s  defined i n  s ec t ion  28-101. 
manufactured i n  Arizona, o r  new p a r t s  manufactured i n  Arizona f o r  
s e m i t r a i l e r s  so ld  by the manufacturer t o  a person who holds an i n t e r s t a t e  
commerce commission l i c e n s e  f o r  use i n  i n t e r s t a t e  commerce. 

35. S a l e s  of seeds.  seedl ings .  roo t s ,  bulbs,  cu t t ings  and o the r  
propagative material  t o  persons who use those  items t o  commercially produce 
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ag r i cu l tu ra l  , h o r t i c u l t u r a l  , v i t i c u l t u r a l  o r  f l o r i c u l t u r a l  crops i n  t h i s  
s t a t e .  

36. Machinery, equipment, technology o r  r e l a t ed  suppl ies  t h a t  a r e  only 
useful t o  a s s i s t  a  person who i s  physical ly d isabled  as  defined i n  s e c t i o n  
46-191, has a  developmental d i s a b i l i t y  as defined i n  sec t ion  36-551 o r  has 
a  head in jury  as  defined i n  sec t ion  41-3201, t o  be more independent and 
funct ional .  

37. Sa les  of t ang ib le  personal property t h a t  i s  shipped o r  de l ive red  
d i r e c t l y  t o  a des t ina t ion  outs ide  t h e  United S t a t e s  f o r  use i n  t h a t  fo re ign  
country. 

38. Sa les  of na tura l  gas o r  l i que f i ed  petroleum gas used t o  propel a  
motor vehicle .  

39. Paper machine c lo th ing  such as forming f a b r i c s  and d rye r  f e l t s .  
sold t o  a paper manufacturer and d i r e c t l y  used o r  consumed i n  paper 
manufacturing. 

40. Coal, petroleum. coke, natural  gas,  v i rg in  fue l  o i l  and e l e c t r i c i t y  
sold t o  an environmental technology manufacturer. producer o r  processor  a s  
defined in sec t ion  41-1514.02 and d i r e c t l y  used o r  consumed i n  t h e  generat ion 
or  provision of on-si t e  power o r  energy s o l e l y  f o r  environmental techno1 ogy 
manufacturing, producing o r  processing or  environmental p ro tec t ion .  This  
paragraph shal l  apply f o r  f i f t e e n  f u l l  consecutive ca lendar  o r  f i s c a l  y e a r s  
from t h e  date  t h e  f i r s t  paper manufacturing machine i s  placed i n  s e r v i c e .  
In t h e  case of  an environmental technology manufacturer,  producer o r  
processor  who does not  manufacture paper,  t h e  time period s h a l l  begin w i t h  
t h e  d a t e  the  f i r s t  manufacturing, processing o r  production equipment i s  
placed i n  s e rv ice .  

41. Beginning from and a f t e r  June 30, 1995. s a l e s  of l i q u i d .  s o l i d  o r  
gaseous chemicals used i n  manufacturing, processing,  f a b r i c a t i n g ,  mining. 
re f in ing .  meta l lurg ica l  operat ions o r  research and development i f  using o r  
consuming the chemicals,  alone o r  as  p a r t  of an in t eg ra t ed  system of 
chemicals, involves d i r e c t  contact  w i t h  the  mater ia l s  from which t h e  product 
i s  produced f o r  t h e  purpose of causing or  permi t t ing  a chemical o r  physical  
change t o  occur i n  the ma te r i a l s  a s  pa r t  of the production process.  This  
paragraph does not  include chemicals t h a t  a r e  used o r  consumed i n  a c t i v i t i e s  
such a s  packaging, s to rage  o r  t r anspor t a t ion  but  does not  a f f e c t  any 
deduction f o r  such chemicals t h a t  i s  otherwise provided by t h i s  s e c t i o n .  

42. Through December 31. 1994. personal property 1 i q u i d a t i o n  
t ransact ions.  conducted by a personal property l i q u i d a t o r .  From and a f t e r  
December 31. 1994. personal property l i qu ida t ion  t r a n s a c t i o n s  s h a l l  be 
taxable  under t h i s  s ec t ion  provided t h a t  nothing i n  this subsec t ion  s h a l l  
be construed t o  au thor ize  the t axa t ion  of casual a c t i v i t i e s  o r  t r a n s a c t i o n s  
under this  a r t i c l e  o r  a r t i c l e  2 of this chapter .  In this paragraph: 

( a )  "Personal property l i q u i d a t i o n  t r ansac t ion"  means a  s a l e  of 
personal property made by a  personal property l i q u i d a t o r  a c t i n g  s o l e l y  on 



b e h a l f  o f  t h e  owner o f  t h e  p e r s o n a l  p r o p e r t y  s o l d  a t  t h e  d w e l l i n g  o f  t h e  
owner o r  upon t h e  d e a t h  o f  any  owner. on b e h a l f  o f  t h e  s u r v i v i n g  s p o u s e ,  i f  
any .  any d e v i s e e  o r  h e i r  o r  t h e  p e r s o n a l  r e p r e s e n t a t i v e  of  t h e  e s t a t e  o f  the  
d e c e a s e d ,  i f  one  has  been  a p p o i n t e d .  

( b )  "Personal  p r o p e r t y  l i q u i d a t o r "  means a pe r son  who i s  r e t a i n e d  t o  
c o n d u c t  a s a l e  i n  a p e r s o n a l  p r o p e r t y  l i q u i d a t i o n  t r a n s a c t i o n .  

43. S a l e s  o f  f o o d .  d r i n k  and  c o n d i m e n t  f o r  consumpt ion  w i t h i n  the 
p remises  o f  any  p r i s o n ,  j a i l  or  o t h e r  i n s t i t u t i o n  unde r  t h e  j u r i s d i c t i o n  o f  
t h e  s t a t e  d e p a r t m e n t  o f  c o r r e c t i o n s ,  t h e  d e p a r t m e n t  o f  p u b l i c  s a f e t y ,  t h e  
d e p a r t m e n t  o f  j u v e n i l e  c o r r e c t i o n s  o r  a c o u n t y  s h e r i f f .  

44. A motor  v e h i c l e  and any  r e p a i r  and  r e p l a c e m e n t  p a r t s  and t a n g i b l e  
p e r s o n a l  p r o p e r t y  becoming a p a r t  o f  s u c h  mo to r  v e h i c l e ,  s o l d  t o  a l i c e n s e d  
m o t o r  c a r r i e r  o r  a l i g h t w e i g h t  motor  v e h i c l e  o p e r a t o r  s u b j e c t  t o  t a x  unde r  
t i t l e  28, c h a p t e r  9 ,  a r t i c l e  6 who i s  engaged  i n  t h e  b u s i n e s s  o f  l e a s i n g  o r  
r e n t i n g  s u c h  p r o p e r t y .  

45. Lives tock  and p o u l t r y  f e e d ,  s a l t s .  v i t a m i n s  and o t h e r  a d d i t i v e s  f o r  
l i v e s t o c k  o r  p o u l t r y  consumpt ion  t h a t  a r e  s o l d  t o  p e r s o n s  who a r e  engaged i n  
p r o d u c i n g  l i v e s t o c k ,  p o u l t r y ,  o r  l i v e s t o c k  o r  p o u l t r y  p r o d u c t s ,  o r  who a r e  
engaged i n  f e e d i n g  l i v e s t o c k  o r  p o u l t r y  c o m m e r c i a l l y .  For p u r p o s e s  o f  t h i s  
p a r a g r a p h ,  " p o u l t r y "  i n c l u d e s  r a t i t e s .  

46. S a l e s  o f  i m p l a n t s  u sed  a s  g r o w t h  p r o m o t a n t s  and i n j e c t a b l e  
m e d i c i n e s ,  n o t  a l r e a d y  exempt  unde r  p a r a g r a p h  8 o f  t h i s  s u b s e c t i o n .  f o r  
l i v e s t o c k  o r  p o u l t r y  owned by o r  i n  p o s s e s s i o n  of  p e r s o n s  who a r e  engaged i n  
p r o d u c i n g  l i v e s t o c k ,  p o u l t r y ,  o r  l i v e s t o c k  o r  p o u l t r y  p r o d u c t s  o r  who a r e  
engaged  i n  f e e d i n g  l i v e s t o c k  o r  p o u l t r y  c o m m e r c i a l l y .  For p u r p o s e s  o f  t h i s  
p a r a g r a p h .  " p o u l t r y "  i n c l u d e s  r a t i t e s .  

47. S a l e s  o f  motor  v e h i c l e s  a t  a u c t i o n  t o  n o n r e s i d e n t s  o f  t h i s  s t a t e  
f o r  u s e  o u t s i d e  t h i s  s t a t e  i f  t h e  v e h i c l e s  a r e  s h i p p e d  o r  d e l i v e r e d  o u t  o f  
t h i s  s t a t e ,  r e g a r d l e s s  o f  whe re  t i t l e  t o  t h e  motor  v e h i c l e s  p a s s e s  o r  i t s  
free on boa rd  p o i n t .  

48. T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  t o  a pe r son  engaged  i n  b u s i n e s s  and 
s u b j e c t  t o  t a x  under  t h e  t r a n s i e n t  l o d g i n g  c l a s s i f i c a t i o n  i f  t h e  t a n g i b l e  
p e r s o n a l  p r o p e r t y  i s  a p e r s o n a l  h y g i e n e  item which i s  f u r n i s h e d  t o  and  
i n t e n d e d  t o  b e  consumed by t h e  t r a n s i e n t  d u r i n g  h i s  occupancy .  

8. I n  a d d i t i o n  t o  t h e  d e d u c t i o n s  f rom t h e  t a x  b a s e  p r e s c r i b e d  by 
s u b s e c t i o n  A o f  t h i s  s e c t i o n ,  the g r o s s  p r o c e e d s  of s a l e s  o r  g r o s s  income 
d e r i v e d  from s a l e s  o f  t h e  f o l l o w i n g  c a t e g o r i e s  o f  t a n g i b l e  p e r s o n a l  p r o p e r t y  
s h a l l  b e  d e d u c t e d  f rom t h e  t a x  b a s e :  

1. Machinery ,  o r  e q u i p m e n t ,  u s e d  d i r e c t l y  i n  m a n u f a c t u r i n g ,  
p r o c e s s i n g ,  f a b r i c a t i n g ,  j o b  p r i n t i n g ,  r e f i n i n g  o r  m e t a l l u r g i c a l  o p e r a t i o n s .  
The terms "manufac tur ing" .  " p r o c e s s i n g " ,  " f a b r i c a t i n g " ,  " j o b  p r i n t i n g " .  
" r e f i n i n g "  and " m e t a l l u r g i c a l "  a s  used i n  t h i s  pa rag raph  refer t o  and i n c l u d e  
t h o s e  o p e r a t i o n s  commonly u n d e r s t o o d  w i t h i n  t h e i r  o r d i n a r y  meaning.  
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"Metal 1 urgical operations" includes leaching, mi 11 ing, p rec ip i ta t ing ,  
smelting and refining. 

2. Mining machinery, or equipment, used d i rec t ly  i n  the  process of 
extracting ores or minerals from the earth fo r  commercial purposes. including 
equipment required t o  prepare the materials fo r  extraction and handling, 
loading or  transporting such extracted material t o  the  surface.  "Mining" 
includes underground. surface and open p i t  operations for extracting ores and 
minerals . 

3. Tangible personal property. sold t o  persons engaged in  business 
c lass i f ied  under the telecommunications c lass i f ica t ion ,  consisting of central 
off ice  switching equipment, switchboards, private branch exchange equipment. 
microwave radio equipment and car r ie r  equipment including opt ical  f i b e r ,  
coaxial cable and other transmission media which a re  components of c a r r i e r  
systems. 

4. Machinery. equipment or transmission 1 ines used d i r ec t l y  i n  
producing or transmitting e lectr ical  power, but not including d i s t r ibu t ion .  
Transformers a n d  control equipment used a t  transmission substation s i t e s  
cons t i tu te  equipment used in producing or  transmitt ing e l e c t r i c a l  power. 

5. Neat animals, horses. asses, sheep, r a t i t e s ,  swine or  goats used 
or t o  be used as breeding or production stock,  including sa les  of breedings 
or ownership shares in  such animals used f o r  breeding or  production. 

6. Pipes or valves four inches i n  diameter or  larger used t o  transport  
o i l ,  natural gas. a r t i f i c i a l  gas, water or coal s lu r ry .  

7. Aircraft .  navigational and communication instruments and other 
accessories and related equipment sold to:  

( a )  A person holding a federal c e r t i f i c a t e  of public convenience and 
necessity or foreign a i r  carr ier  permit fo r  a i r  transportation fo r  use as or 
in  conjunction w i t h  or becoming a part of a i r c r a f t  t o  be used t o  t ransport  
persons, property or United States mail i n  i n t r a s t a t e ,  i n t e r s t a t e  or foreign 
commerce. 

( b )  Any foreign government for use by such government outside of t h i s  
s t a t e .  

( c )  Persons who are n o t  residents of t h i s  s t a t e  and who will not use 
such property i n  t h i s  s t a t e  other t h a n  i n  removing such property from t h i s  
s t a t e .  This subdivision also applies t o  corporations t h a t  a r e  not 
incorporated i n  t h i s  s t a t e ,  regardless of maintaining a place of business in 
t h i s  s t a t e ,  i f  the principal corporate o f f ice  i s  located outside t h i s  s t a t e  
and the  property will not be used in t h i s  s t a t e  other than in removing the  
property from t h i s  s ta te .  

8. Machinery, tools,  equipment and related supplies used or  consumed 
d i rec t ly  i n  repairing. remodeling or maintaining a i r c r a f t .  a i r c r a f t  engines 
or a i r c r a f t  component parts by or on behalf of a ce r t i f i ca ted  or  l icensed 
ca r r i e r  of persons or property. 
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9. Ra i l road  r o l l i n g  s t o c k ,  r a i l s .  t i es  and s i g n a l  c o n t r o l  equipment 
used d i r e c t l y  t o  t r a n s p o r t  pe r sons  o r  p r o p e r t y  i n  i n t r a s t a t e  o r  i n t e r s t a t e  
t r a n s p o r t a t i o n  f o r  h i r e .  

10.  Machinery o r  equipment used d i r e c t l y  t o  d r i l l  f o r  o i l  o r  gas  o r  
used d i r e c t l y  i n  t h e  p r o c e s s  o f  e x t r a c t i n g  o i l  o r  gas  from t h e  e a r t h  f o r  
commercial purposes .  

11. Buses o r  o t h e r  urban mass t r a n s i t  v e h i c l e s  which a r e  used d i r e c t l y  
t o  t r a n s p o r t  pe r sons  o r  p r o p e r t y  f o r  h i r e  o r  p u r s u a n t  t o  a governmental ly  
adopted and c o n t r o l l e d  urban mass t r a n s p o r t a t i o n  program and which a r e  s o l d  
t o  bus companies ho ld ing  a f e d e r a l  c e r t i f i c a t e  of  conven ience  and n e c e s s i t y  
o r  o p e r a t e d  by a c i t y .  town o r  o t h e r  governmental  e n t i t y  o r  by any person 
c o n t r a c t i n g  wi th  such governmental e n t i t y  a s  p a r t  of  a governmental ly  adopted 
and c o n t r o l l e d  program t o  p r o v i d e  urban mass t r a n s p o r t a t i o n .  

12.  Groundwater measur ing d e v i c e s  r e q u i r e d  under s e c t i o n  45-604. 
13.  New machinery and equipment c o n s i s t i n g  o f  t r a c t o r s ,  t r a c t o r - d r a w n  

implements,  s e l f  -powered imp1 ements ,  machinery and equipment t h a t  a r e  
necessary  f o r  e x t r a c t i n g  milk .  and f o r  c o o l i n g  mi lk  and l i v e s t o c k .  and d r i p  
i r r i g a t i o n  l i n e s  n o t  a l r e a d y  exempt under paragraph 6 o f  t h i s  subsec t ion  used 
f o r  commercial p r o d u c t i o n  o f  a g r i c u l t u r a l .  h o r t i c u l t u r a l ,  v i t i c u l t u r a l  and 
f l o r i c u l t u r a l  c r o p s  and p r o d u c t s  i n  t h i s  s t a t e .  I n  t h i s  pa ragraph :  

( a )  "New machinery and equipment" means machinery and equipment w h i c h  
has never been s o l d  a t  r e t a i l  e x c e p t  p u r s u a n t  t o  l e a s e s  o r  r e n t a l s  which do 
n o t  t o t a l  two y e a r s  o r  more. 

( b )  " S e l f  -powered implements" i n c l u d e s  machinery and  equipment t h a t  
i s  e l e c t r i c - p o w e r e d .  

14. Machinery o r  equipment used i n  r e s e a r c h  and development.  In  t h i s  
paragraph.  " r e s e a r c h  and development" means b a s i c  and a p p l i e d  r e s e a r c h  i n  t h e  
s c i e n c e s  and e n g i n e e r i n g ,  and d e s i g n i n g ,  deve lop ing  o r  t e s t i n g  p r o t o t y p e s .  
p r o c e s s e s  o r  new p r o d u c t s ,  i n c l u d i n g  r e s e a r c h  and development o f  computer 
s o f t w a r e  t h a t  i s  embedded i n  o r  an i n t e g r a l  p a r t  of  t h e  p r o t o t y p e  o r  new 
product o r  t h a t  i s  requ i red  f o r  machinery o r  equipment o t h e r w i s e  exempt under 
t h i s  s e c t i o n  t o  f u n c t i o n  e f f e c t i v e l y .  Research and development do n o t  
i n c l u d e  manufac tu r ing  qua1 i t y  c o n t r o l ,  r o u t i n e  consumer p roduc t  t e s t i n g ,  
market r e s e a r c h ,  s a l e s  promotion,  s a l e s  s e r v i c e ,  r e s e a r c h  i n  s o c i a l  s c i e n c e s  
o r  psychology,  computer s o f t w a r e  r e s e a r c h  t h a t  is n o t  i n c l u d e d  i n  t h e  
d e f i n i t i o n  of  r e s e a r c h  and development. o r  o t h e r  non techno log ica l  a c t i v i t i e s  
o r  t e c h n i c a l  s e r v i c e s  . 

15. MACHINERY AND EQUIPMENT THAT ARE PURCHASED BY OR ON BEHALF OF THE 
OWNERS OF A SOUND STAGE COMPLEX AND PRIMARILY USED FOR MOTION PICTURE, 
MULTIMEDIA OR INTERACTIVE VIDEO PRODUCTION IN THE COMPLEX. THIS PARAGRAPH 
APPLIES ONLY I F  THE INITIAL CONSTRUCTION OF THE SOUND STAGE COMPLEX BEGINS 
AFTER JUNE 30 ,  1996 AND B E F O R E  JANUARY 1 ,  2002 AND THE MACHINERY AND 
EQUIPMENT A R E  PURCHASED BEFORE THE EXPIRATION OF FIVE YEARS AFTER THE START 
OF INITIAL CONSTRUCTION. FOR PURPOSES OF THIS PARAGRAPH: 
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( a )  "MOTION PICTURE, MULTIMEDIA OR INTERACTIVE V I D E O  PRODUCTION" 
INCLUDES PRODUCTS FOR THEATRICAL AND TELEVISION RELEASE, EDUCATIONAL 
PRESENTATIONS. ELECTRONIC RETAILING, DOCUMENTARIES. MUSIC VIDEOS. INDUSTRIAL 
FILMS, CD-ROM. VIDEO GAME PRODUCTION. COMMERCIAL ADVERTISING AND TELEVISION 
EPISODE PRODUCTION AND OTHER GENRES THAT ARE INTRODUCED THROUGH DEVELOPING 
TECHNOLOGY. 

(b )  "SOUND STAGE COMPLEX" MEANS A FACILITY OF MULTIPLE STAGES 
INCLUDING PRODUCTION OFFICES, CONSTRUCTION SHOPS AND RELATED AREAS, PROP AND 
COSTUME SHOPS. STORAGE AREAS. PARKING FOR PRODUCTION VEHICLES AND AREAS THAT 
ARE LEASED TO BUSINESSES THAT COMPLEMENT THE PRODUCTION NEEDS AND ORIENTATION 
OF THE OVERALL FACILITY. 

C. The deduct ions prov ided by subsection B o f  t h i s  sec t i on  do no t  
i nc lude  sales o f :  

1. Expendable mater ia ls .  
2. J a n i t o r i a l  equipment and hand t o o l s .  
3. O f f i c e  equipment, f u r n i t u r e  and suppl ies. 
4. Tangib le personal p roper ty  used i n  s e l l i n g  o r  d i s t r i b u t i n g  

a c t i v i t i e s .  
5. Motor vehic les requi red t o  be l icensed by t h i s  s ta te ,  except buses 

o r  o the r  urban mass t r a n s i t  veh ic les  s p e c i f i c a l l y  exempted pursuant t o  
subsection B, paragraph 11 o f  t h i s  sect ion, wi thout  regard t o  the  use of such 
motor veh ic les .  

6. Shops. bu i ld ings ,  docks. depots and a l l  o ther  ma te r i a l s  o f  whatever 
k ind  o r  character  n o t  s p e c i f i c a l l y  inc luded as exempt. 

7. Motors and pumps used i n  d r i p  i r r i g a t i o n  systems. 
D. I n  computing t h e  t a x  base. gross proceeds o f  sales o r  gross income 

from r e t a i l  sales o f  automobiles does not  inc lude any amount a t t r i b u t a b l e  t o  
federa l  exc ise taxes imposed by 26 United States Code sec t i on  4001. 

E. I n  a d d i t i o n  t o  t h e  deductions from the  t a x  base prescr ibed by 
subsection A o f  t h i s  sect ion,  t h e r e  sha l l  be deducted from t h e  t a x  base t h e  
gross proceeds o f  sa les o r  gross income der ived from sales o f  machinery. 
equipment. mater ia ls  and other  t a n g i b l e  personal p roper ty  used d i r e c t l y  and 
predominantly t o  cons t ruc t  a qua1 i f i e d  environmental technology 
manufactur ing, producing o r  processing f a c i l i t y  as described i n  sec t ion  
41-1514.02. This subsect ion app l ies  f o r  t en  f u l l  consecut ive calendar o r  
f i s c a l  years a f t e r  t h e  s t a r t  o f  i n i t i a l  construct ion.  

F. I n  computing t h e  tax  base. gross proceeds o f  sales o r  gross income 
from r e t a i l  sales o f  heavy t rucks  and t r a i l e r s  does no t  i n c l u d e  any amount 
a t t r i b u t a b l e  t o  federal  exc ise taxes imposed by 26 Uni ted States Code sect ion 
4051. 

G. I n  computing t h e  tax  base. gross proceeds o f  sales o r  gross income 
from t h e  s a l e  o f  use f u e l ,  as def ined i n  sec t ion  28-1551, does n o t  i nc lude  
any amount a t t r i b u t a b l e  t o  federa l  excise taxes imposed by 26 Un i ted  States 
Code sec t ion  4091. 



H .  If a person i s  engaged in a n  occupation or business t o  which 
subsection A of this section applies, the person's books shall be kept so as 
t o  show separately the gross proceeds of sales of tangible personal property 
and  the gross income from sales of services, and  i f  n o t  so kept the tax shall 
be imposed on the total of the person's gross proceeds of sales of tangible 
personal property and  gross income from services. 

I. If a person i s  engaged i n  the business of selling tangible personal 
property a t  b o t h  wholesale and  re ta i l .  the t a x  under th is  section applies 
only t o  the gross proceeds of the sales made other t h a n  a t  wholesale i f  the 
person's books are kept so as t o  show separately the gross proceeds of sales 
of each class. and i f  the books are n o t  so kept, the tax under this  section 
applies t o  the gross proceeds of every sale so made. 

J .  A person who engages in manufacturing. baling, crating. boxing. 
barreling, canning, bottling, sacking, preserving, processing or otherwise 
preparing for sale or commercial use any livestock, agricultural or 
horticultural product or any other product, a r t i c le ,  substance or  commodity 
and who sel ls  the product of such business a t  retail in th is  state i s  deemed. 
as t o  such sales. to be engaged i n  business classified under the retail  
classification. This subsection does n o t  apply to businesses classified 
under the: 

1. Transporting classification. 
2. Utility classification. 
3. Telecommunications classification. 
4. Pipeline classification. 
5.  Private car line classification. 
6 .  Publication classification. 
7. Job printing classification. 
8. Prime contracting classification. 
9. Owner builder sales classification. 

10. Restaurant classification. 
K .  The gross proceeds of sales or gross income derived from the 

following shall be deducted from the t a x  base for the retail  classification: 
1. Sales made directly t o  the United States government or i t s  

departments or agencies by a manufacturer, modifier, assembler or repairer. 
2.  Sales made directly t o  a manufacturer, modifier, assembler or 

repairer i f  such sales are of any ingredient or component part of products 
sold directly t o  the United States government or i t s  departments or agencies 
by the manufacturer, modifier. assembler or repairer. 

3.  Overhead materials or other tangible personal property t h a t  i s  used 
i n  performing a contract between the United States government and  a 
manufacturer, modifier, assembler or repairer, including property used in 
performing a subcontract with a government contractor who i s  a manufacturer. 
modifier, assembler or repairer, t o  which t i t l e  passes t o  the government 
under the terms of the contract or subcontract. 



4. Sales of overhead materials or other tangible personal property t o  
a manufacturer, modifier, assembler or repairer i f  the gross proceeds of 
sa les  or  gross income derived from the  property by the  manufacturer, 
modifier, assembler or repairer will be exempt under paragraph 3 of t h i s  
subsection. 

L .  There shall  be deducted from the  tax base f i f t y  per cent of the  
gross proceeds or gross income from any s a l e  of tangible personal property 
made d i rec t ly  t o  the United States government or i t s  departments or agencies. 
which i s  not deducted under subsection K of t h i s  section. 

M. The department shall  require every person claiming a deduction 
provided by subsection K or L of t h i s  section t o  f i l e  on forms prescribed by 
the  department a t  such times as the department di rects  a sworn statement 
disclosing the  name of the  purchaser and the  exact amount of sa les  on which 
the  exclusion or  deduction i s  claimed. 

N. In computing the  tax base, gross proceeds of sales or gross income 
does not include a manufacturer's cash rebate on the sales  price of a motor 
vehicle i f  the  buyer assigns the buyer's r ight  in the rebate t o  the r e t a i l e r .  

0. -. 2:. ::9& There shall  be deducted from the tax 
base the  amount received from sales  of solar energy devices, b u t  the  
deduction sha l l  not exceed f i v e  thousand dollars - for  each so l a r  energy 
device. Before deducting any amount under t h i s  subsection, the  r e t a i l e r  
shall  r eg i s t e r  with the  department as a solar energy r e t a i l e r .  By 
regis ter ing.  the  r e t a i l e r  acknowledges t h a t  i t  will make i t s  books and 
records re la t ing  t o  sa les  of solar  energy devices available t o  the department 
fo r  examination. 

P. For the  purposes of t h i s  section: 
1. "Aircraft" includes: 
( a )  An airplane f l i g h t  simulator t h a t  i s  approved by the  federal 

avia t ion administration for  use as a phase I1  or higher f l i g h t  simulator 
under appendix H, 14 Code of Federal Regulations part 121. 

(b )  Tangible personal property that  i s  permanently affixed or attached 
as a component part of a n  a i r c r a f t  t h a t  i s  owned or operated by a 
c e r t i f i c a t ed  or licensed car r ie r  of persons or property. 

2. "Other accessories and related equipment" includes a i r c r a f t  
accessories and equipment such as ground service equipment t ha t  physically 
contact a i r c r a f t  a t  some point during the  overall ca r r ie r  operation. 

3. "Selling a t  r e t a i l "  means a s a l e  fo r  any purpose other than for  
resa le  i n  t he  regular course of business i n  the form of tangible personal 
property, b u t  t r ans fe r  of possession, l ease  a n d  rental as used i n  the  
definit ion of sa le  mean only such transactions as are found on investigation 
t o  be i n  l i e u  of sa les  as defined without the  words lease or ren ta l .  

0. For purposes of subsection K of t h i s  section: 
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1. "Assembler" means a person who un i t e s  o r  combines products ,  wares 
o r  a r t i c l e s  of manufacture so as  t o  produce a change i n  form o r  substance 
without changing o r  a l t e r i n g  t h e  component par t s .  

2. "Manufacturer" means a person who i s  p r i n c i p a l l y  engaged i n  t h e  
f a b r i c a t i o n ,  production or  manufacture of products, wares o r  a r t i c l e s  f o r  use 
from raw o r  prepared mater ia l s ,  imparting t o  those  m a t e r i a l s  new forms. 
q u a l i t i e s ,  p rope r t i e s  and combinations. 

3. "Modifier" means a person who reworks, changes o r  adds t o  products ,  
wares o r  a r t i c l e s  of manufacture. 

4. "Overhead mater ia l s"  means t a n g i b l e  personal proper ty .  t h e  gross  
proceeds of s a l e s  o r  gross income derived from which would otherwise be 
included i n  t h e  r e t a i l  c l a s s i f i c a t i o n ,  and which a r e  used or  consumed i n  t h e  
performance of a cont rac t .  t h e  cos t  of  which is charged t o  an overhead 
expense account and a l loca ted  t o  var ious  c o n t r a c t s  based upon gene ra l ly  
accepted accounting p r inc ip l e s  and c o n s i s t e n t  w i t h  government c o n t r a c t  
accounting s tandards.  

5. "Repairer" means a person who re s to res  o r  renews products .  wares 
o r  a r t i c l e s  of manufacture. 

6. "Subcontract" means an agreement between a con t rac to r  and any 
person who i s  not an employee OF THE CONTRACTOR f o r  fu rn i sh ing  of supp l i e s  
o r  s e r v i c e s  t h a t .  i n  whole o r  i n  pa r t .  a r e  necessary t o  the performance of 
one o r  more government con t rac t s ,  o r  under which any por t ion  of t h e  
con t rac to r ' s  obl igat ion under one o r  more government con t rac t s  i s  performed. 
undertaken o r  assumed and t h a t  includes provisions causing t i t l e  t o  overhead 
mater ia l s  o r  other  tangib le  personal property used i n  t h e  performance of t h e  
subcont rac t  t o  pass t o  t h e  government o r  t h a t  inc ludes  provis ions  
incorpora t ing  such t i t l e  passing c lauses  i n  a government c o n t r a c t  i n t o  t h e  
subcont rac t .  

Sec. 2. Section 42-1409. Arizona Revised S t a t u t e s .  is  amended t o  read: 
42-1409. Exemotions 
A. The t ax  levied by t h i s  a r t i c l e  does not apply t o  t h e  s to rage .  use 

o r  consumption i n  th is  s t a t e  of t h e  following described t a n g i b l e  personal 
property: 

1. Tangible personal property so ld  i n  t h i s  s t a t e ,  t h e  gross  r e c e i p t s  
from t h e  s a l e  of which a re  included i n  t h e  measure of t h e  t a x  imposed by 
a r t i c l e  1 of t h i s  chapter .  

2. Tangible personal property t h e  s a l e  o r  use of which has a l r eady  
been subjected t o  an excise t a x  equal t o  o r  exceeding t h e  t a x  imposed by t h i s  
a r t i c l e  under t h e  laws of another s t a t e  of t h e  United S t a t e s .  

3. Tangible personal property,  t h e  s to rage ,  use or  consumption of 
which t h e  cons t i t u t ion  or  laws of the  United S ta t e s  prohib i t  t h i s  s t a t e  from 
taxing .  



4. T a n g i b l e  p e r s o n a l  p r o p e r t y  which d i r e c t l y  e n t e r s  i n t o  and becomes 
an i n g r e d i e n t  o r  component p a r t  o f  any  m a n u f a c t u r e d ,  f a b r i c a t e d  o r  p roces sed  
a r t i c l e .  s u b s t a n c e  o r  commodity f o r  s a l e  i n  t h e  r e g u l a r  c o u r s e  o f  b u s i n e s s .  

5. Motor v e h i c l e  f u e l  and use fuel. t h e  s a l e s .  d i s t r i b u t i o n  o r  use o f  
which  i n  t h i s  s t a t e  i s  s u b j e c t  t o  t h e  t a x  imposed under  t h e  p r o v i s i o n s  o f  
t i t l e  28. c h a p t e r  9. a r t i c l e  1 o r  2 .  u s e  f u e l  which  i s  s o l d  t o  o r  used  by a  
pe r son  h o l d i n g  a  v a l i d  s i n g l e  t r i p  use fuel t a x  p e r m i t  i s s u e d  unde r  s e c t i o n  
28-1559. a v i a t i o n  f u e l  . t h e  sales. d i s t r i b u t i o n  or u s e  of which i n  t h i s  s t a t e  
i s  s u b j e c t  t o  t h e  t a x  imposed u n d e r  s e c t i o n  28-1765.01  and j e t  f u e l ,  t h e  
s a l e s ,  d i s t r i b u t i o n  o r  u s e  o f  which i n  t h i s  s t a t e  i s  s u b j e c t  t o  t h e  t a x  
imposed u n d e r  c h a p t e r  9 .2  o f  t h i s  t i t l e .  

6 .  T a n g i b l e  p e r s o n a l  p r o p e r t y  b r o u g h t  i n t o  t h i s  s t a t e  by an  i n d i v i d u a l  
who was a  n o n r e s i d e n t  a t  t h e  time t h e  p r o p e r t y  was p u r c h a s e d  f o r  h i s  own 
s t o r a g e ,  u s e  or consumpt ion  i f  t h e  f i r s t  a c t u a l  use o r  consumpt ion  o f  t h e  
p r o p e r t y  was o u t s i d e  t h i s  s t a t e ,  u n l e s s  t h e  p r o p e r t y  i s  used  i n  c o n d u c t i n g  
a  b u s i n e s s  i n  t h i s  s t a t e .  

7 .  P u r c h a s e s  o f  i m p l a n t s  used  a s  growth  p r o m o t a n t s  and i n j e c t a b l e  
m e d i c i n e s ,  n o t  a l r e a d y  exempt unde r  p a r a g r a p h  1 6  of t h i s  s u b s e c t i o n ,  fo r  
l i v e s t o c k  and p o u l t r y  owned by ,  o r  i n  p o s s e s s i o n  o f ,  p e r s o n s  who a r e  engaged 
i n  p roduc ing  l i v e s t o c k ,  p o u l t r y ,  o r  l i v e s t o c k  o r  p o u l t r y  p r o d u c t s .  o r  who a r e  
engaged i n  f e e d i n g  l i v e s t o c k  o r  p o u l t r y  c o m m e r c i a l l y .  Fo r  p u r p o s e s  of  t h i s  
p a r a g r a p h .  " p o u l t r y "  i n c l u d e s  rat i tes .  

8. L i v e s t o c k ,  p o u l t r y ,  s u p p l i e s .  f e e d ,  s a l t s ,  v i t a m i n s  and o t h e r  
a d d i t i v e s  f o r  use o r  consumption i n  t h e  b u s i n e s s e s  o f  f a r m i n g ,  r a n c h i n g  and 
f e e d i n g  l i v e s t o c k  o r  p o u l t r y ,  n o t  i n c l u d i n g  f e r t i l i z e r s .  h e r b i c i d e s  and 
i n s e c t i c i d e s .  For  p u r p o s e s  o f  t h i s  p a r a g r a p h .  " p o u l t r y "  i n c l u d e s  r a t i t e s .  

9 .  S e e d s ,  s e e d l i n g s ,  r o o t s ,  b u l b s ,  c u t t i n g s  and  o t h e r  p r o p a g a t i v e  
m a t e r i a l  f o r  u s e  i n  c o m m e r c i a l l y  p r o d u c i n g  a g r i c u l t u r a l ,  h o r t i c u l t u r a l  . 
v i t i c u l t u r a l  or f l o r i c u l t u r a l  c r o p s  i n  t h i s  s t a t e .  

10 .  T a n g i b l e  p e r s o n a l  p r o p e r t y  n o t  e x c e e d i n g  two hundred d o l l a r s  i n  any  
one  month purchased  by an i n d i v i d u a l  a t  r e t a i l  o u t s i d e  t h e  c o n t i n e n t a l  l i m i t s  
o f  t h e  U n i t e d  S t a t e s  f o r  h i s  p e r s o n a l  use and en joymen t .  

11. A d v e r t i s i n g  supp lemen t s  which a r e  i n t e n d e d  f o r  s a l e  w i t h  newspapers  
p u b l i s h e d  i n  t h i s  s t a t e  and which  have  a l r e a d y  been  s u b j e c t e d  t o  a n  excise 
t a x  under  t h e  laws  o f  a n o t h e r  s t a t e  i n  t h e  U n i t e d  S t a t e s  which e q u a l s  o r  
e x c e e d s  t h e  t a x  imposed by t h i s  a r t i c l e .  

1 2 .  P r i n t e d ,  p h o t o g r a p h i c ,  e l e c t r o n i c  o r  d i g i t a l  media m a t e r i a l s  f o r  
use by t h e  p u b l i c ,  which a r e  u n a v a i l a b l e  fo r  p u r c h a s e  i n  t h i s  s t a t e .  
pu rchased  by pub1 ic l  y  funded  1  i b r a r i  es. 

13. T a n g i b l e  p e r s o n a l  p r o p e r t y  p u r c h a s e d  by: 
( a )  A h o s p i t a l  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  c h a r i t a b l e  

p u r p o s e s ,  no p a r t  of 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  o r  i n d i v i d u a l .  



( b )  A h o s p i t a l  o p e r a t e d  by t h i s  s t a t e  o r  a  p o l i t i c a l  s u b d i v i s i o n  o f  
this s t a t e .  

( c )  A l i c e n s e d  n u r s i n g  c a r e  i n s t i t u t i o n  o r  a  l i c e n s e d  r e s i d e n t i a l  c a r e  
i n s t i t u t i o n  o r  a  r e s i d e n t i a l  c a r e  f a c i l i t y  o p e r a t e d  i n  c o n j u n c t i o n  w i t h  a  
1  i c e n s e d  n u r s i n g  c a r e  i n s t i t u t i o n  o r  a  l i c e n s e d  k idney  d i a l y s i s  c e n t e r ,  which 
p r o v i d e s  med ica l  s e r v i c e s ,  n u r s i n g  s e r v i c e s  o r  h e a l t h  r e l a t e d  s e r v i c e s  and 
i s  n o t  used  o r  h e l d  f o r  p r o f i t .  

( d )  A q u a l i f y i n g  h e a l t h  c a r e  o r g a n i z a t i o n ,  a s  d e f i n e d  i n  s e c t i o n  
42-1301.  i f  t h e  t a n g i b l e  pe r sona l  p r o p e r t y  i s  used by t h e  o r g a n i z a t i o n  s o l e l y  
t o  p r o v i d e  h e a l t h  and med ica l  r e l a t e d  e d u c a t i o n a l  and c h a r i t a b l e  s e r v i c e s .  

( e )  A q u a l i f y i n g  h e a l t h  c a r e  o r g a n i z a t i o n  a s  d e f i n e d  i n  s e c t i o n  
4 2 - 1 3 0 1  i f  t h e  o r g a n i z a t i o n  i s  d e d i c a t e d  t o  p r o v i d i n g  e d u c a t i o n a l .  
t h e r a p e u t i c ,  r e h a b i l i t a t i v e  and f a m i l y  medica l  e d u c a t i o n  t r a i n i n g  f o r  b l i n d .  
v i s u a l l y  i m p a i r e d  and m u l t i - h a n d i c a p p e d  c h i l d r e n  f r o m  t h e  time o f  b i r t h  t o  
a g e  t w e n t y - o n e .  

( f )  A n o n p r o f i t  c h a r i t a b l e  o r g a n i z a t i o n  t h a t  ha s  q u a l i f i e d  unde r  
s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  Uni ted  S t a t e s  i n t e r n a l  r evenue  code  and t h a t  engages  
i n  a n d  u s e s  s u c h  p r o p e r t y  e x c l u s i v e l y  f o r  t r a i n i n g ,  j o b  p l acemen t  o r  
r e h a b i l i t a t i o n  programs o r  t e s t i n g  f o r  m e n t a l l y  o r  p h y s i c a l l y  handicapped  
p e r s o n s .  

( g )  A p e r s o n  h o l d i n g  a  p r i v i l e g e  t a x  l i c e n s e  t o  engage  o r  c o n t i n u e  i n  
b u s i n e s s  c l a s s i f i e d  unde r  the pr ime c o n t r a c t i n g  c l a s s i f i c a t i o n  under  a r t i c l e  
1 o f  t h i s  c h a p t e r  i f  t h e  t a n g i b l e  p e r s o n a l  p r o p e r t y  i s  i n c o r p o r a t e d  o r  
f a b r i c a t e d  by t h e  c o n t r a c t o r  i n t o  a  s t r u c t u r e ,  p r o j e c t ,  deve lopment  o r  
improvement  i n  f u l f i l l m e n t  o f  a  c o n t r a c t .  

( h )  A n o n p r o f i t  c h a r i t a b l e  o r g a n i z a t i o n  t h a t  ha s  q u a l i f i e d  under  
s e c t i o n  5 0 1 ( c ) ( 3 )  o f  t h e  i n t e r n a l  r e v e n u e  code  i f  t h e  p r o p e r t y  i s  pu rchased  
f rom t h e  p a r e n t  o r  an  a f f i l i a t e  o r g a n i z a t i o n  t h a t  i s  l o c a t e d  o u t s i d e  t h i s  
s t a t e .  

( i )  A q u a l i f y i n g  community h e a l t h  c e n t e r  a s  d e f i n e d  i n  s e c t i o n  
42-1301.  

( j )  A n o n p r o f i t  c h a r i t a b l e  o r g a n i z a t i o n  t h a t  ha s  q u a l i f i e d  unde r  
s e c t i o n  5 0 1 ( c ) ( 3 )  o f  the i n t e r n a l  r e v e n u e  code  and t h a t  r e g u l a r l y  s e r v e s  
mea l s  t o  t h e  needy a n d  i n d i g e n t  on a  c o n t i n u i n g  b a s i s  a t  no c o s t .  

(k) A p e r s o n  engaged  i n  b u s i n e s s  unde r  the t r a n s i e n t  l o d g i n g  
c l a s s i f i c a t i o n  i f  t h e  p r o p e r t y  i s  a  p e r s o n a l  h y g i e n e  p r o d u c t  w h i c h  i s  
f u r n i s h e d  w i t h o u t  a d d i t i o n a l  c h a r g e  t o  and i n t e n d e d  t o  b e  consumed by t h e  
t r a n s i e n t  d u r i n g  h i s  occupancy .  

1 4 .  Commodit ies .  a s  d e f i n e d  by t i t l e  7 Un i t ed  S t a t e s  Code s e c t i o n  2 ,  
t h a t  a r e  cons igned  f o r  r e s a l e  i n  a  warehouse  i n  t h i s  s t a t e  i n  o r  from which 
the commodity is  d e l i v e r a b l e  on a  c o n t r a c t  f o r  f u t u r e  d e l i v e r y  s u b j e c t  t o  t h e  
r u l e s  o f  a  commodity marke t  r e g u l a t e d  by the Uni ted  S t a t e s  commodity f u t u r e s  
t r a d i n g  commiss ion .  

1 5 .  T a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  by: 
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( a )  Any nonprofi t  organization organized and operated exc lus ive ly  f o r  
cha r i t ab le  purposes and recognized by t h e  department and t h e  United S t a t e s  
in t e rna l  revenue s e r v i c e  a s  such a nonprof i t  o rganiza t ion  f o r  c h a r i t a b l e  
purposes. 

( b )  A nonprof i t  o rganiza t ion  t h a t  i s  exempt from t axa t ion  under 
sec t ion  501(c) (3)  o r  501(c ) (6 )  of t h e  i n t e r n a l  revenue code i f  t h e  
organizat ion i s  assoc ia ted  w i t h  a major league basebal l  team o r  a nat ional  
touring professional  go l f ing  a s soc ia t ion  and no p a r t  of t h e  o rgan iza t ion ' s  
net earnings inures t o  t h e  benef i t  of any p r iva te  shareholder  o r  indiv idual .  

( c )  A nonprof i t  o rganiza t ion  t h a t  i s  exempt from t a x a t i o n  under 
sec t ion  501(c ) (3 ) .  501(c ) (4 ) .  501(c) (6) .  501(c) (7)  or  501(c ) (8 )  of t h e  
in t e rna l  revenue code i f  t h e  organiza t ion  sponsors o r  ope ra t e s  a rodeo 
fea tur ing  primarily farm and ranch animals and no p a r t  of t h e  organiza t ion ' s  
net  earnings inures  t o  t h e  benef i t  of any p r iva te  shareholder  o r  indiv idual .  

16. Drugs and medical oxygen on t h e  p resc r ip t ion  of a member of the 
medical, dental or v e t e r i n a r i a n  profession who is l i censed  by law t o  
administer such substances.  

17. Pros the t ic  appliances,  as defined in sec t ion  23-501. prescribed or  
recommended by a person who i s  l i censed ,  r eg i s t e red  o r  otherwise 
profess ional ly  c reden t i a l ed  as  a phys ic ian ,  d e n t i s t .  p o d i a t r i s t .  
ch i roprac tor ,  naturopath. homeopath, nurse o r  optometr i s t .  

18. Prescr ip t ion  eyeglasses  and con tac t  l enses .  
19. In su l in ,  i n s u l i n  syr inges  and glucose t e s t  s t r i p s .  
20. Hearing a ids  as defined i n  s ec t ion  36-1901. 
21. Durable medical equipment which has a f ede ra l  hea l th  ca re  financing 

administration common procedure code. i s  designated reimbursable by medicare, 
i s  prescribed by a person who i s  l i censed  under t i t l e  32. chap te r  7. 13. 17 
or 29, can withstand repeated use, i s  pr imari ly and customarily used t o  serve 
a medical purpose, i s  gene ra l ly  not  useful t o  a person i n  t h e  absence of 
i l l n e s s  or  i n ju ry  and i s  appropr ia te  f o r  use i n  t h e  home. 

22. Food, as provided i n  and s u b j e c t  t o  t h e  condi t ions  of a r t i c l e  1.1 
of this  chapter and sec t ion  42-1310.14. 

23. Items purchased with United S t a t e s  department of a g r i c u l t u r e  food 
coupons issued under t h e  food stamp a c t  of 1977 ( P . L .  95-113; 91 S t a t .  958) 
or food instruments i ssued  under sec t ion  17 of the c h i l d  n u t r i t i o n  a c t  
( P . L .  95-627; 92 S t a t .  3603: and P.L. 99-661; s ec t ion  4302). 

24. Food and drink provided without monetary charge by a taxpayer which 
i s  subjec t  t o  sec t ion  42-1310.14 t o  i t s  employees f o r  t h e i r  own consumption 
on t h e  premises during t h e  employees' hours of employment. 

25. Tangible personal property t h a t  i s  used o r  consumed i n  a business 
subjec t  t o  s ec t ion  42-1310.14 f o r  human food, d r i n k  o r  condiment. whether 
simp1 e ,  mixed o r  compounded. 
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26. Food, d r i n k  o r  condiment and accessory t ang ib le  personal proper ty  
i f  they a r e  t o  be prepared and served t o  persons f o r  consumption on t h e  
premises of a  publ ic  school i n  a  school d i s t r i c t  during school hours. 

27. Lottery t i c k e t s  o r  sha res  purchased pursuant t o  t i t l e  5 ,  chapter  
5. a r t i c l e  1. 

28. Textbooks. so ld  by a bookstore,  t h a t  a r e  required by any s t a t e  
un ive r s i ty  o r  community co l l ege .  

29. Magazines, o the r  per iodica ls  o r  other  publications produced by t h i s  
s t a t e  t o  encourage t o u r i s t  t r a v e l .  

30. Medical oxygen, inc luding  de l ive ry  hose, mask o r  t en t ,  r egu la to r  
and t ank ,  on t h e  p resc r ip t ion  of a  member of t h e  medical, den ta l  o r  
ve t e r ina ry  profess ion  who i s  l i censed  by law t o  administer medical oxygen. 

31. Paper machine c lo th ing  such a s  forming f a b r i c s  and dryer  f e l t s .  
purchased by a  paper manufacturer and d i r e c t l y  used or  consumed i n  paper 
manufacturing. 

32. Coal, petroleum, coke, na tura l  gas. virgin fuel o i l  and e l e c t r i c i t y  
purchased by a n  environmental technology manufacturer, producer o r  processor 
a s  defined i n  s ec t ion  41-1514.02 and d i r e c t l y  used o r  consumed i n  t h e  
generation o r  provision of o n - s i t e  power o r  energy s o l e l y  f o r  environmental 
technology manufacturing, producing o r  processing or  environmental 
pro tec t ion .  This  paragraph s h a l l  apply f o r  f i f t e e n  f u l l  consecutive calendar  
o r  f i s c a l  years  from the da te  t h e  f i r s t  paper manufacturing machine i s  placed 
i n  s e r v i c e .  In the case of an environmental technology manufacturer.  
producer o r  processor who does not  manufacture paper, t h e  time period s h a l l  
begin w i t h  t h e  da te  the f i r s t  manufacturing, processing or  production 
equipment i s  placed i n  se rv ice .  

33. Motor vehic les  t h a t  a r e  removed from inventory by a motor v e h i c l e  
dea le r  a s  defined i n  s ec t ion  28-1301 and t h a t  a re  provided to: 

( a )  Char i t ab le  o r  educat ional  i n s t i t u t i o n s  t h a t  a r e  exempt from 
t axa t ion  under sec t ion  501(c) (3)  of t h e  in t e rna l  revenue code. 

( b )  Public  educat ional  i n s t i t u t i o n s .  
( c )  S t a t e  u n i v e r s i t i e s  o r  a f f i l i a t e d  organizat ions of a  s t a t e  

un ive r s i ty  i f  no p a r t  of t h e  o rgan iza t ion ' s  net earnings inures  t o  t h e  
bene f i t  of any p r i v a t e  shareholder  o r  indiv idual .  

34. Natural gas o r  l i q u e f i e d  petroleum gas used t o  propel a  motor 
vehicle .  

35. Machinery, equipment, technology o r  related supplies t h a t  a r e  only 
useful t o  a s s i s t  a  person who i s  phys ica l ly  disabled as  defined i n  s e c t i o n  
46-191. has a  developmental d i s a b i l i t y  a s  defined i n  sec t ion  36-551 o r  has 
a  head i n j u r y  a s  defined i n  s e c t i o n  41-3201. t o  be more independent and 
func t iona l .  

36. Beginning from and a f t e r  June 30, 1995, l i q u i d .  s o l i d  o r  gaseous 
chemicals used i n  manufacturing, processing.  f ab r i ca t ing .  mining, r e f i n i n g ,  
meta l lurg ica l  opera t ions  o r  research and development i f  using o r  consuming 
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the  chemicals, alone or as part  of a n  integrated system of chemicals. 
involves d i rec t  contact with the materials from which the  product i s  produced 
fo r  the  purpose of causing or permitting a chemical or  physical change t o  
occur i n  the  materials as part  of the  production process.  h his paragraph 
does not include chemicals t h a t  are used or  consumed in ac t i v i t i e s  such a s  
packaging. storage or transportation b u t  does not a f f ec t  any exemption fo r  
such chemicals t h a t  i s  otherwise provided by t h i s  section.  

37. Food. drink and condiment purchased for consumption within the  
premises of any prison, j a i l  or  other ins t i tu t ion  under the jurisdiction of 
the  s t a t e  department of corrections. the  department of public safety ,  the  
department of juvenile corrections or  a county sher i f f .  

38. A motor vehicle and any repair  and replacement parts  a n d  tangible 
personal property becoming a part of such motor vehicle. sold t o  a licensed 
motor ca r r i e r  or a lightweight motor vehicle operator subject t o  tax under 
t i t l e  28, chapter 9. a r t i c l e  6 who i s  engaged in the business of leasing o r  
renting such property. 

39. Tangible personal property which i s  or d i rec t ly  enters i n t o  and 
becomes an ingredient or component par t  of cards used as prescription plan 
iden t i f i ca t ion  cards. 

40. Overhead materials or other tangible personal property t ha t  i s  used 
i n  performing a contract between the  United States  government and a 
manufacturer, modifier, assembler or repairer ,  including property used i n  
performing a subcontract w i t h  a government contractor who i s  a manufacturer. 
modifier, assembler or repairer,  t o  which t i t l e  passes t o  the  government 
under the  terms of the contract or  subcontract. For purposes of t h i s  
paragraph: 

( a )  "Overhead materials" means tangible personal property, the  gross 
proceeds of sa les  or gross income derived from which would otherwise be 
included i n  the re ta i l  c lass i f icat ion.  and which are used or consumed i n  the  
performance of a contract ,  the  cost  of which i s  charged t o  an overhead 
expense account and allocated t o  various contracts based upon generally 
accepted accounting principles and consistent  w i t h  government contract  
accounting standards. 

(b) "Subcontract" means an agreement between a contractor a n d  any 
person who i s  not an employee O F  THE CONTRACTOR fo r  furnishing of supplies 
or services t h a t ,  i n  whole or in par t ,  a re  necessary t o  the performance of 
one or  more government contracts,  or  under which any portion of the  
contractor's obligation under one or more government contracts i s  performed. 
undertaken or assumed, and tha t  includes provisions causing t i t l e  t o  overhead 
materials or other tangible personal property used in the  performance of the  
subcontract t o  pass t o  the  government or tha t  includes provisions 
incorporating such t i t l e  passing clauses in  a government contract i n t o  the  
subcontract. 
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41 .  Through December 31. 1994.  t a n g i b l e  p e r s o n a l  p r o p e r t y  s o l d  p u r s u a n t  
t o  a  p e r s o n a l  p r o p e r t y  l i q u i d a t i o n  t r a n s a c t i o n ,  a s  d e f i n e d  i n  s e c t i o n  
42-1310.01.  From and a f t e r  December 31, 1994.  t a n g i b l e  p e r s o n a l  p r o p e r t y  
s o l d  p u r s u a n t  t o  a  p e r s o n a l  p r o p e r t y  l i q u i d a t i o n  t r a n s a c t i o n ,  a s  d e f i n e d  i n  
s e c t i o n  42-1310.01.  i f  t h e  g r o s s  p roceeds  o f  t h e  s a l e s  were i n c l u d e d  i n  t h e  
measu re  o f  t h e  t a x  imposed  by a r t i c l e  1 of t h i s  c h a p t e r  or i f  t h e  p e r s o n a l  
p r o p e r t y  l i q u i d a t i o n  was a  c a s u a l  a c t i v i t y  o r  t r a n s a c t i o n .  

B. I n  a d d i t i o n  t o  t h e  exempt ions  a l l o w e d  by s u b s e c t i o n  A of  t h i s  
s e c t i o n ,  t h e  f o l l o w i n g  c a t e g o r i e s  o f  t a n g i b l e  p e r s o n a l  p r o p e r t y  a r e  a l s o  
exempt: 

1. Machinery ,  o r  equipment .  used  d i r e c t l y  i n  m a n u f a c t u r i n g ,  
p r o c e s s i n g .  , f a b r i c a t i n g ,  j o b  p r i n t i n g ,  r e f i n i n g  o r  m e t a l 1  u r g i c a l  o p e r a t i o n s .  
The t e r m s  "manufac tu r ing" ,  " p r o c e s s i n g " ,  " f a b r i c a t i n g " ,  " j o b  p r i n t i n g " ,  
" r e f i n i n g "  a n d  " m e t a l l u r g i c a l "  a s  used i n  t h i s  p a r a g r a p h  refer t o  and i n c l u d e  
t h o s e  o p e r a t i o n s ,  commonly u n d e r s t o o d  w i t h i n  t h e i r  o r d i n a r y  meaning. 
" M e t a l l u r g i c a l  o p e r a t i o n s "  i n c l u d e s  l e a c h i n g ,  m i l l i n g ,  p r e c i p i t a t i n g ,  
s m e l t i n g  and r e f i n i n g .  

2. Machinery ,  o r  equ ipmen t ,  used d i r e c t l y  i n  t h e  p r o c e s s  o f  e x t r a c t i n g  
o r e s  o r  m i n e r a l s  from t h e  e a r t h  f o r  commercial p u r p o s e s ,  i n c l u d i n g  equipment  
r e q u i r e d  t o  p r e p a r e  t h e  m a t e r i a l s  f o r  e x t r a c t i o n  and  h a n d l i n g .  l o a d i n g  o r  
t r a n s p o r t i n g  s u c h  e x t r a c t e d  m a t e r i a l  t o  t h e  s u r f a c e .  "Mining" i n c l u d e s  
underground.  s u r f a c e  and  open p i t  o p e r a t i o n s  f o r  e x t r a c t i n g  o r e s  and 
m i n e r a l s .  

3. T a n g i b l e  p e r s o n a l  p r o p e r t y ,  s o l d  t o  p e r s o n s  engaged  i n  b u s i n e s s  
c l a s s i f i e d  u n d e r  the t e l e c o m m u n i c a t i o n s  c l a s s i f i c a t i o n  u n d e r  a r t i c l e  1 o f  
this c h a p t e r ,  c o n s i s t i n g  o f  c e n t r a l  o f f i c e  s w i t c h i n g  equipment .  s w i t c h b o a r d s ,  
p r i v a t e  b r a n c h  exchange  equ ipmen t .  microwave r a d i o  equ ipmen t  and c a r r i e r  
equipment  i n c l u d i n g  o p t i c a l  f i b e r ,  c o a x i a l  c a b l e  and o t h e r  t r a n s m i s s i o n  media 
which a r e  components  o f  c a r r i e r  sy s t ems .  

4 .  Machinery ,  equ ipmen t  o r  t r a n s m i s s i o n  l i n e s  used  d i r e c t l y  i n  
p roduc ing  o r  t r a n s m i t t i n g  e l e c t r i c a l  power, b u t  n o t  i n c l u d i n g  d i s t r i b u t i o n .  
T r a n s f o r m e r s  and  c o n t r o l  equ ipmen t  used  a t  t r a n s m i s s i o n  s u b s t a t i o n  s i t e s  
c o n s t i t u t e  equ ipmen t  u s e d  i n  p r o d u c i n g  o r  t r a n s m i t t i n g  e l e c t r i c a l  power. 

5. Neat  a n i m a l s ,  h o r s e s ,  a s s e s ,  s h e e p ,  r a t i t e s ,  s w i n e  o r  g o a t s  used 
o r  t o  b e  u sed  as b r e e d i n g  o r  p r o d u c t i o n  s t o c k ,  i n c l u d i n g  s a l e s  o f  b r e e d i n g s  
o r  owner sh ip  s h a r e s  i n  s u c h  a n i m a l s  used  f o r  b r e e d i n g  o r  p r o d u c t i o n .  

6. P i p e s  o r  v a l v e s  f o u r  i n c h e s  i n  d i a m e t e r  o r  l a r g e r  used  t o  t r a n s p o r t  
o i l ,  n a t u r a l  g a s ,  a r t i f i c i a l  g a s .  w a t e r  o r  c o a l  s l u r r y .  

7. A i r c r a f t ,  n a v i g a t i o n a l  and communicat ion i n s t r u m e n t s  and o t h e r  
a c c e s s o r i e s  a n d  r e l a t e d  equ ipmen t  s o l d  t o :  

( a )  A p e r s o n  h o l d i n g  a  f e d e r a l  c e r t i f i c a t e  o f  p u b l i c  c o n v e n i e n c e  and 
n e c e s s i t y  o r  f o r e i g n  a i r  c a r r i e r  p e r m i t  f o r  a i r  t r a n s p o r t a t i o n  f o r  u s e  a s  o r  
i n  c o n j u n c t i o n  w i t h  o r  becoming a p a r t  o f  a i r c r a f t  t o  b e  used t o  t r a n s p o r t  
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persons, property or United States mail in in t ras ta te ,  i n t e r s t a t e  or  foreign 
commerce. 

( b )  Any foreign government for use by such government outside of t h i s  
s t a t e ,  or sold t o  persons who are n o t  residents of t h i s  s t a t e  and who will 
n o t  use such property in th i s  s t a t e  other than in .removing such property from 
t h i s  s t a t e .  

8. Machinery, tools. equipment and related supplies used or  consumed 
direct ly  i n  repairing. remodeling or  maintaining a i r c r a f t ,  a i r c r a f t  engines 
or a i r c r a f t  component parts by or on behalf of a ce r t i f i c a t ed  or licensed 
ca r r i e r  of persons or property. 

9 .  Rolling stock, r a i l s ,  t i e s  and signal control equipment used 
d i r ec t l y  t o  t ransport  persons or  property in i n t r a s t a t e  or  i n t e r s t a t e  
transportation for hire.  

10. Machinery or equipment used d i rec t ly  t o  d r i l l  f o r  o i l  or  gas or  
used d i rec t ly  i n  the  process of extracting o i l  or gas from the  ear th  f o r  
commercial purposes. 

11. Buses or other urban mass t r ans i t  vehicles which are used d i rec t ly  
t o  t ransport  persons or property for  h i re  or pursuant t o  a governmentally 
adopted and controlled urban mass transportation program and which a r e  sold 
t o  bus companies holding a federal c e r t i f i c a t e  of convenience and necessity 
or  operated by a c i t y ,  town or  other governmental en t i t y  or by any person 
contracting w i t h  such governmental en t i ty  as part of a governmentally adopted 
and controlled program to  provide urban mass transportation.  

12.  Groundwater measuring devices required under section 45-604. 
13. New machinery and equipment consisting of t r ac to r s ,  tractor-drawn 

imp1 ements. sel  f-powered implements. machinery and equipment t h a t  are 
necessary for  extracting milk, and for  cooling milk and l ivestock,  and dr ip  
i r r iga t ion  l ines  not already exempt under paragraph 6 of t h i s  subsection used 
fo r  commercial production of agr icul tural ,  hor t icu l tu ra l .  v i t i cu l tu r a l  and 
f lo r icu l tu ra l  crops and products i n  t h i s  s t a t e .  In t h i s  paragraph: 

( a )  "New machinery and equipment" means machinery or  equipment which 
has never been sold a t  re ta i l  except pursuant t o  leases or ren ta l s  which do 
not t o t a l  t w o  years or more. 

(b) "Self -powered implements" includes machinery and equipment t ha t  
i s  electric-powered. 

14. Machinery or equipment used in research a n d  development. In t h i s  
paragraph. "research a n d  development" means basic and applied research i n  the  
sciences a n d  engineering, a n d  designing, developing or t es t ing  prototypes. 
processes or new products, including research and development of computer 
software t ha t  i s  embedded in or  a n  integral part of the  prototype or  new 
product or tha t  i s  required for machinery or equipment otherwise exempt under 
t h i s  section t o  function effectively.  Research and development do not 
include manufacturing quality control ,  routine consumer product t e s t i ng .  
market research, sales promotion, sales service,  research i n  social sciences 
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or psychology, computer software research t h a t  i s  not included in  the  
definition of research and development, or  other nontechnological a c t i v i t i e s  
or technical services.  

15 .  MACHINERY AND EQUIPMENT THAT ARE PURCHASED BY OR ON BEHALF OF THE 
OWNERS OF A SOUND STAGE COMPLEX AND PRIMARILY  USE0 FOR MOTION PICTURE. 
MULTIMEDIA OR INTERACTIVE  VIDEO PRODUCTION I N  THE COMPLEX. T H I S  PARAGRAPH 
APPL IES  ONLY I F  THE I N I T I A L  CONSTRUCTION OF THE SOUND STAGE COMPLEX BEGINS 
AFTER JUNE 30, 1996 AND BEFORE JANUARY 1. 2 0 0 2  AND THE MACHINERY AND 
EQUIPMENT ARE PURCHASED BEFORE THE EXPIRAT ION OF F I V E  YEARS AFTER THE START 
OF I N I T I A L  CONSTRUCTION. FOR PURPOSES OF T H I S  PARAGRAPH: 

( a )  "MOTION PICTURE. MULTIMEDIA OR INTERACTIVE  VIDEO PRODUCTION" 
INCLUDES PRODUCTS FOR THEATRICAL AND T E L E V I S I O N  RELEASE, EDUCATIONAL 
PRESENTATIONS, ELECTRONIC RETAIL ING.  DOCUMENTARIES. MUSIC VIDEOS. INDUSTRIAL 
FILMS. CD-ROM. VIDEO GAME PRODUCTION. COMMERCIAL ADVERTISING AND T E L E V I S I O N  
EPISODE PRODUCTION AND OTHER GENRES THAT ARE INTRODUCED THROUGH DEVELOPING 
TECHNOLOGY. 

(b)  "SOUND STAGE COMPLEX" MEANS A F A C I L I T Y  OF MULTIPLE STAGES 
INCLUDING PRODUCTION OFFICES. CONSTRUCTION SHOPS AND RELATED AREAS, PROP AND 
COSTUME SHOPS, STORAGE AREAS. PARKING FOR PRODUCTION VEHICLES AND AREAS THAT 
ARE LEASED TO BUSINESSES THAT COMPLEMENT THE PRODUCTION NEEDS AND ORIENTATION 
OF THE OVERALL F A C I L I T Y .  

C. The exemptions provided by subsection B of t h i s  section do not 
include: 

1. Expendable materials. 
2. Jan i to r ia l  equipment and hand too l s .  
3. Office equipment. furni ture  and supplies.  
4. Tangible personal property used in s e l l i ng  or d i s t r ibu t ing  

ac t i v i t i e s .  
5. Motor vehicles required t o  be licensed by t h i s  s t a t e .  except buses 

or  other urban mass t r a n s i t  vehicles spec i f ica l ly  exempted pursuant t o  
subsection B, paragraph 11 of t h i s  section,  without regard t o  the  use of such 
motor vehicles. 

6. Shops, buildings, docks, depots and a l l  other materials of whatever 
kind or character not spec i f ica l ly  included as exempt. 

7. Motors and pumps used in d r ip  i r r i ga t i on  systems. 
D. The tax levied by th i s  a r t i c l e  does not apply t o  the  storage,  use 

or consumption i n  Arizona of machinery, equipment, materi a1 s or other 
tangible personal property i f  used d i r ec t l y  and predominantly t o  construct 
a qualified environmental technology manufacturing, producing or  processing 
f a c i l i t y .  as described in section 4 1 - 1 5 1 4 . 0 2 .  This subsection applies fo r  
ten fu l l  consecutive calendar or f i s c a l  years a f t e r  the  s t a r t  of i n i t i a l  
construction. 

E. For the purposes of subsection B of t h i s  section: 
1. "Aircraft" includes: 
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( a )  An a i r p l a n e  f l i g h t  s i m u l a t o r  t h a t  is  approved by t h e  f e d e r a l  
a v i a t i o n  a d m i n i s t r a t i o n  f o r  u s e  a s  a  phase  I1 o r  h i g h e r  f l i g h t  s i m u l a t o r  
under  a p p e n d i x  H .  14 Code o f  Fede ra l  R e g u l a t i o n s  p a r t  121. 

( b )  T a n g i b l e  p e r s o n a l  p r o p e r t y  t h a t  is  permanent ly  a f f i x e d  o r  a t t a c h e d  
a s  a  component p a r t  o f  an a i r c r a f t  t h a t  i s  owned o r  o p e r a t e d  by a 
c e r t i f i c a t e d  o r  l i c e n s e d  c a r r i e r  of  p e r s o n s  o r  p r o p e r t y .  

2 .  "Other  a c c e s s o r i e s  and r e l a t e d  equipment" i n c l u d e s  a i r c r a f t  
a c c e s s o r i e s  and  equ ipmen t  s u c h  a s  ground s e r v i c e  equipment  t h a t  p h y s i c a l l y  
c o n t a c t  a i r c r a f t  a t  some p o i n t  d u r i n g  t h e  o v e r a l l  c a r r i e r  o p e r a t i o n .  




