
Senate Engrossed 

S t a t e  o f  A r i z o n a  
Senate 
F o r t y - s e c o n d  L e g i s l a t u r e  
Second Regu la r  Sess ion  
1996 

c B E l v r E R  93 

Jane Dee Hull 
Secretary of State 

AN ACT 

AMENDING SECTIONS 41-1531, 41-1532, 42-162, 42-1310.16, 43-1079 AND 43-1167. 
ARIZONA REVISED STATUTES: RELATING TO MILITARY REUSE ZONES. 

Be i t  enac ted  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  A r i zona :  
S e c t i o n  1. S e c t i o n  41-1531. A r i zona  Revised S t a t u t e s .  i s  amended t o  

read:  
41-1531. D e s i a n a t i n a  m i l i t a r v  reuse zone: term:  renewal 

. . 
A .  AFTER EXECUTING A LEASE WITH A  TERM OF FIFTEEN 

YEARS OR LONGER FOR THE USE OR OCCUPANCY OF REAL PROPERTY OR IMPROVEMENTS 
THAT ARE LOCATED ON A CLOSED MILITARY FACILITY OR a f t e r  t i t l e  t o  ANY PART OF 
a  c l o s e d  m i l i t a r y  f a c i l i t y  i s  t r a n s f e r r e d  t o  t h i s  s t a t e  o r  t o  ano ther  p u b l i c  
o r  p r i v a t e  e n t i t y ,  t h e  governor ,  a f t e r  c o n s u l t i n g  w i t h  t h e  d i r e c t o r  O f  t h e  
depar tment  o f  commerce. may des igna te  t h e  p r o p e r t y  as a  m i l i t a r y  reuse zone. 
Only  p r o p e r t i e s  t h a t  were used f o r  o p e r a t i o n a l  and t r a i n i n g  purposes of t h e  
a c t i v e  un i fo rmed s e r v i c e s  o f  t h e  U n i t e d  S t a t e s  q u a l i f y  f o r  c o n s i d e r a t i o n  as 
a  m i l i t a r y  reuse  zone. 

9. The governor  s h a l l  s e t  a  t e r m i n a t i o n  d a t e  f o r  t h e  m i l i t a r y  reuse 
zone t h a t  i s  n o t  more than  f i v e  years  a f t e r  t h e  da te  t h e  zone i s  des ignated.  
D u r i n g  t h e  l a s t  y e a r  b e f o r e  t e r m i n a t i o n  t h e  department may recommend and t h e  
g o v e r n o r  and t h e  l e g i s l a t u r e  may renew t h e  m i l i t a r y  reuse  zone by j o i n t  
r e s o l u t i o n  f o r  c o n s e c u t i v e  srte-yese terms OF NOT MORE THAN FIVE YEARS EACH. 

Sec. 2. S e c t i o n  41-1532. Ar izona Revised S t a t u t e s .  i s  amended t o  read: 
41-1532. Tax i n c e n t i v e s :  c o n d i t i o n 5  
A .  A p r i m e  c o n t r a c t o r  may q u a l i f y  f o r  an exempt ion f r o m  t r a n s a c t i o n  

p r i v i l e g e  t a x  w i th  r e s p e c t  t o  a c t i v i t i e s  i n  a  m i l i t a r y  reuse  zone as 
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provided, a n d  subject  t o  t he  terms and condit ions prescribed,  by section 
42-1310.16, subsection B .  paragraph 4. 

B .  A taxpayer t h a t  owns or  leases income producing property located 
in a mil i tary  reuse zone i s  e l i g i b l e  f o r  an income tax c r e d i t  f o r  net 
increases i n  employment of fu l l - t ime  employees who a r e  primarily engaged IN 
PROVIDING AVIATION OR AEROSPACE SERVICES O R  i n  manufacturing, assembling or  
fabr icat ing aviation or aerospace products a s  provided, and subject  t o  the  
terms and conditions prescribed. by sec t ion  43-1079 o r  43-1167, as 
applicable. 

C .  Taxable property i n  a mi l i tary  reuse zone t h a t  i s  devoted TO 
PROVIDING AVIATION OR AEROSPACE SERVICES O R  t o  manufacturing, assembling or 
fabricating aviation or aerospace products qua l i f i es  fo r  assessment as c lass  
eight property as provided.. and subject  t o  the  terms and conditions 
prescribed. by sections 42-162 and 42-227. 

D. To qualify fo r  a tax incentive described in  t h i s  section the  
taxpayer shal l  : 

1. Agree with the department of commerce i n  writ ing t o  furnish 
information relat ing t o  the  amount of tax benefits  the  taxpayer receives each 
year. If the  taxpayer f a i l s  t o  provide t h e  required information, the 
department of commerce shal l  immediately revoke the  taxpayer's qual i f icat ion 
and  notify the  department of revenue. 

2. Enter in to  a memorandum of understanding w i t h  t h i s  s t a t e  through 
the department of commerce containing employment goals.  Each year the 
taxpayer shall  report in  writ ing t o  t h e  department of commerce i t s  
performance in achieving the  goals. The memorandum shall  contain provisions 
tha t  allow: 

( a )  The department of commerce t o  s top ,  readjust  or recapture a l l  or 
part of the tax incentives provided t o  the taxpayer on noncompliance with the 
terms o f  the  memorandum. 

(b)  The department of commerce t o  not i fy  the  department of revenue of 
the conditions of noncompliance. 

( c )  The department of revenue t o  require the taxpayer t o  f i l e  
appropriate amended tax returns re f lec t ing  the  recapture of the  t a x  
incentives. 

Sec. 3. Section 42-162, Arizona Revised Statutes .  i s  amended to  read: 
42-162. Class i f ica t ion  of orooertv f o r  taxat ion 
A .  There a re  established the  following classes  of property fo r  

taxation: 
1. Class one: 
( a )  Producing mines and mining claims. the  personal property used 

thereon. the  improvements there to  and the  mi l l s  and smelters operated in 
conjunction therewith valued under the  provisions of sect ion 42-143. 

( b )  Standing timber. 
2. Class two: 
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( a )  All real and personal property used t o  provide local 
telecommunications service valued under chapter 4, a r t i c l e  5  of t h i s  t i t l e .  

(b )  A l l  property, both real and personal, of gas. water and e l e c t r i c  
u t i l i t y  companies and pipeline companies valued under the provisions of 
sect ion 42-144 or  42-201, whichever i s  applicable. 

3 .  Class t h r ee .  consist ing of two subclasses: 
( a )  Class three  (R) consisting of a l l  real property a n d  improvements 

devoted t o  any commercial or  industr ia l  use other t h a n  property included in 
c l a s s  one, two. four .  s ix .  seven, e ight .  nine or ten. 

(b )  Class three  ( P )  consisting of a l l  personal property devoted t o  any 
commercial or  industr ia l  use other t h a n  property included in class one. two, 
four ,  s i x ,  seven, e igh t .  nine or  ten. 

4. Class four ,  consist ing of two subclasses: 
( a )  Class four  (R) consist ing of:  
( i  All real property and the improvements t o  such property, i f  a n y .  

used f o r  ag r i cu l tu r a l  purposes. and a l l  other real property and the  
improvements t o  such property, i f  any, not included in c lass  one, two. three.  
f i v e ,  s i x .  e igh t ,  nine or ten. 

( i i )  All real property and the  improvements t o  such property which 
a r e  primarily used f o r  agr icul tural  purposes in the  production of t r ee s .  
other than t r e e s  intended f o r  use as standing timber, vines, rosebushes. 
ornamental p lants  or  other hor t icu l tu ra l  crops, without regard t o  whether 
such crops a r e  grown in containers ,  so i l  or any other medium and which a re  
not included i n  c l a s s  one, two, three ,  f i ve ,  s i x ,  e igh t ,  nine or  ten.  

( i i i )  Real property and  improvements t o  the property tha t  are owned 
and controlled by a  nonprofit organization t ha t  qua l i f i e s  as exempt from 
taxat ion pursuant t o  section 501(c)(3) .  ( 4 ) .  (71, (10) or (14) of the 
in te rna l  revenue code i f  the  property i s  not used or  intended fo r  the  
financial  benef i t  of members of the organization or any other individual or 
organization.  unless the f inancial  benef i t  i s  fo r  char i table ,  re1 igious ,  
s c i e n t i f i c .  l i t e r a r y  or  educational purposes. 

(b) Class four  (PI consist ing of personal property that  i s :  
( i )  Used fo r  agr icu l tu ra l  purposes, and a l l  other personal property 

not included in  c l a s s  one, two, th ree ,  f ive .  s ix .  e ight ,  nine or  ten.  
( i i  ) Primarily used f o r  agr icul tural  purposes in producing t r e e s ,  

other than t r e e s  intended f o r  use as standing timber, vines, rosebushes, 
ornamental p lants  or  other hor t icu l tu ra l  crops, w i t h o u t  regard t o  whether 
such crops a r e  grown in containers,  so i l  or  any other medium and which see 
IS  not included in c l a s s  one, two, th ree ,  f ive .  s i x ,  e igh t ,  nine or ten.  

( i i i )  Owned and controlled by a  nonprofit organization tha t  qual i f ies  
as exempt from taxation pursuant t o  section 501(c)(3).  ( 4 ) .  ( 7 ) .  (10) or (141 
of the  internal  revenue code i f  the  property i s  not used or  intended for  the 
financial  benef i t  of members of the  organization or any other individual or  



organization,  unless the financial  benef i t  i s  f o r  char i tab le .  re1 igious,  
s c i e n t i f i c .  l i t e r a r y  or educational purposes. 

5. Class f ive:  
All real property and the  improvements t o  such property a n d  personal 

property used for  residential  purposes and not otherwise included in c lass  
one. two, three.  four. s i x ,  e ight ,  nine or  ten.  

6 .  Class six:  
( a )  All real and personal property and improvements t o  such property 

t h a t  a r e  not included i n  c lass  one, two, three.  four ,  f i ve .  e igh t ,  nine or  
ten and t h a t  are devoted t o  use as leased or  rented property sole ly  f o r  
res iden t ia l  purposes. 

( b )  Day care centers licensed under t i t l e  36. chapter 7.1.  
( c )  All real property and the  improvements t o  such property and 

personal property used for  the  operation of res iden t ia l  housing f a c i l i t i e s  
not used or held for  p rof i t  and s t ructured t o  the  care or housing of 
handicapped persons or persons sixty-two years of age or  older.  

( d )  All real property and improvements t o  such property and personal 
property used for the operation of licensed residential  care ins t i tu t ions  or 
l icensed nursing care ins t i tu t ions  wh ich  provide medical services ,  nursing 
services or health related services and a re  structured t o  the  care or housing 
of handicapped persons or persons sixty-two years of age or  older.  Nothing 
in t h i s  subdivision shall be construed t o  l imi t  e l i g i b i l i t y  fo r  a n  exemption 
pursuant t o  section 42-271.  

( e l  Real and personal property consist ing of no more t h a n  four rooms 
of owner-occupied residential property t ha t  are leased or  rented t o  t ransient  
lodgers a t  no more t h a n  a f i f t y  per cent average annual occupancy r a t e .  
together with furnishing n o  more than a breakfast  meal, by the owner of the  
property. 

7 .  Class seven: 
( a )  All real and personal property of ra i l road companies used in the  

continuous operation of a railroad valued under chapter 4 ,  a r t i c l e  4 of t h i s  
t i t l e .  

( b )  All real and personal property used in  the  operation of private 
car companies valued under chapter 4 .  a r t i c l e  3 of t h i s  t i t l e .  

( c )  Flight property valued under chapter 4 ,  a r t i c l e  1 of t h i s  t i t l e .  
8. Class eight:  
( a )  Noncommercial h i s to r ic  property as defined in section 42 -161 .  
( b )  Any real and personal property located within t he  boundaries of 

a foreign trade zone or subzone established pursuant t o  19 United States Code 
section 81 and t i t l e  44.  chapter 18.  The property c lass i f ica t ion  authorized 
by t h i s  subdivision shall apply only t o  the  area of a foreign t rade zone or  
subzone which has been activated for  foreign t rade  zone use by the  d i s t r i c t  
d i rec tor  of the  United States customs service .  pursuant t o  19 Code of Federal 
Regulations section 146.6.  
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( c )  Real and personal proper ty  and improvements t h a t  a r e  located in 
a  m i l i t a r y  reuse zone t h a t  i s  e s t ab l i shed  under t i t l e  41. chapter  10, a r t i c l e  
3 and t h a t  i s  devoted TO PROVIDING AVIATION OR AEROSPACE. SERVICES O R  t o  
manufacturing. assembling o r  f a b r i c a t i n g  a v i a t i o n  o r  aerospace products. 
Property may not  be c l a s s i f i e d  under t h i s  subdivision f o r  more than f i v e  tax 
years .  Any new add i t ion  o r  improvement t o  property already c l a s s i f i e d  under 
t h i s  subd iv i s ion  q u a l i f i e s  s e p a r a t e l y  f o r  c l a s s i f i c a t i o n  under t h i s  
subd iv i s ion  f o r  not  more than f i v e  t a x  y e a r s .  I f  a m i l i t a r y  reuse zone i s  
te rminated ,  t h e  proper ty  i n  t h a t  zone t h a t  was previous ly  c l a s s i f i e d  under 
t h i s  subd iv i s ion  s h a l l  be r e c l a s s i f i e d  as  prescr ibed  by t h i s  s ec t ion .  

( d l  Real and personal proper ty  and improvements owned o r  used by a  
q u a l i f i e d  manufacturing bus iness .  a s  def ined  i n  s e c t i o n  41-1521. Property 
may not  be c l a s s i f i e d  under . t h i s  subdiv is ion  f o r  more than t en  t ax  years .  

( e l  Beginning f o r  t a x  y e a r  1994. rea l  and personal property and 
improvements o r  a  po r t ion  of  such property comprising a  qua l i f i ed  
environmental technology manufacturing, producing o r  processing f a c i l i t y  as  
descr ibed  i n  s e c t i o n  41-1514.02 s h a l l  be c l a s s i f i e d  under t h i s  subdivision 
f o r  twenty t a x  y e a r s  from t h e  d a t e  placed i n  s e r v i c e .  Any addi t ion  o r  
improvement t o  property a l ready c l a s s i f i e d  under th is  subdiv is ion  q u a l i f i e s  
s epa ra t e ly  f o r  c l a s s i f i c a t i o n  under t h i s  subdivision f o r  an addit ional  twenty 
t a x  y e a r s  from t h e  d a t e  placed i n  s e r v i c e .  Following revocation of 
c e r t i f i c a t i o n  pursuant t o  sec t ion  41-1514.02. property previously c l a s s i f i e d  
under t h i s  subdiv is ion  s h a l l  be r e c l a s s i f i e d  as  prescr ibed  by t h i s  s ec t ion .  

9. Class  nine:  
Real p rope r ty ,  improvements and personal proper ty  t h a t  meet the  

c r i t e r i a  f o r  proper ty  included i n  c l a s s  t h r e e  and a l s o  t h e  c r i t e r i a  f o r  
commercial h i s t o r i c  proper ty  a s  def ined  i n  s e c t i o n  42-161. 

10. Class  t en :  
Real p rope r ty .  improvements and personal property t h a t  meet the  

c r i t e r i a  f o r  proper ty  included i n  c l a s s  s i x  and a l s o  meet t h e  c r i t e r i a  f o r  
commercial h i s t o r i c  proper ty  a s  def ined  i n  s e c t i o n  42-161. 

11. Class  e leven:  
( a )  Improvements loca ted  on f e d e r a l ,  s t a t e .  county o r  municipal 

property-;- A N D  owned by t h e  l e s s e e  of such proper ty  provided t h a t  t h e  
improvements s h a l l  become t h e  proper ty  of t h e  owner of t h e  f e d e r a l ,  s t a t e .  
county o r  municipal proper ty  upon te rminat ion  of t h e  leasehold  i n t e r e s t  in  
t h e  f e d e r a l ,  s t a t e ,  county o r  municipal proper ty  and t h a t  both t h e  
improvements and t h e  f e d e r a l ,  s t a t e ,  county o r  municipal property a re  used 
p r imar i ly  f o r  a t h l e t i c .  r e c r e a t i o n a l .  en ter ta inment .  a r t i s t i c ,  cu l tu ra l  o r  
convention a c t i v i t i e s .  

( b )  Improvements loca ted  on f e d e r a l ,  s t a t e ,  county o r  municipal 
property-;- AND owned by t h e  l e s s e e  of such proper ty  provided: 
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( i )  That the  improvements shall  become the  property of t h e  owner of 
the  f ede ra l ,  s t a t e ,  county or municipal property upon termination of the  
leasehold i n t e r e s t  i n  the  federa l ,  s t a t e ,  county or  municipal property. 

( i t )  That both the  improvements and the  federa l ,  s t a t e ,  county or 
municipal property are used fo r  or  in connection with av ia t ion ,  including 
hangars, tie-downs, a i r c r a f t  maintenance, sa les  of avia t ion-rela ted items, 
char ter  and rental  a c t i v i t i e s ,  parking f a c i l i t i e s  and restaurants,  s tores  and 
other services  located i n  a terminal. 

( i i i )  That both the  improvements and the  federa l .  s t a t e .  county or 
municipal property are located on a s t a t e ,  county, c i t y  or town a i rpo r t  or 
a public a i rpo r t  operating pursuant t o  sections 2-311. 2-312 and 2-313. 

( c )  Property tha t  i s  leased t o  or acquired by the  government and used 
to  perform a government contract and tha t  i s  defined as "contractor-acquired 
property" or  "government-furnished property" i n  the  federal acquis i t ion 
regulations C48 . 48 Code of Federal Regulations section 45.101. 

(d l  Property of a corporatian organized by o r  a t  the  direct ion of t h i s  
s t a t e  or  a county. c i t y  or town t o  develop, construct .  improve. repair .  
replace or  own any property, improvement, building or  other f a c i l i t y  t o  be 
used f o r  public purposes t ha t  the  s t a t e ,  county, c i t y  or  town pledges t o  
lease  or  lease-purchase with s t a t e ,  county or  municipal special or  general 
revenues and not otherwise exempt under section 42-271. 

B. For the  purposes of c lass i f icat ion of property under t h i s  section.  
p a r t i a l l y  completed or vacant improvements on the  land including improved 
common area t r a c t s  shall  be c l a s s i f i ed  according t o  t h e i r  intended use as 
demonstrated by objective evidence. For property not valued by the  
department, an improvement on the  land i s  considered t o  be pa r t i a l l y  
completed when the  foundation of the  s t ructure  or s t ruc tures  t o  be located 
o n  t h e  property i s  in place. The only portion affected by the  
rec lass i f ica t ion  i s  the improvement on the land and t h a t  portion of the  land 
t h a t  i s  necessary t o  support the  use of the s t ruc tu re  or  s t ruc tures .  except 
t h a t  common area t r ac t s  in residential  developments associated with pa r t i a l l y  
completed improvements shall  receive the same c l a s s i f i ca t i on  a s  the  pa r t i a l l y  
completed improvements. Property t h a t  i s  not valued by the  department, t h a t  
does not have a s t ructure  or  s t ructures  and t h a t  i s  act ively  used fo r  
commercial purposes shall be c lass i f ied  as prescribed by subsection A of t h i s  
sec t ion .  This subsection does not apply t o  property t h a t  i s  c l a s s i f i ed  as 
agr icu l tu ra l  pursuant t o  section 42-167. 



Sec. 4. Section 42-1310.16. Arizona Revised Statutes .  i s  amended to  
read: 

42-1310.16. Prime contractinu c l a s s i f i ca t i on :  de f in i t i ons  t 
exemoti on% 

A.  The prime contracting c l a s s i f i ca t i on  i s  comprised of the  business 
of prime contracting and dealership of manufactured buildings. The s a l e  of 
a used manufactured building i s  not taxable under t h i s  chapter. 

B. The tax base fo r  the  prime contracting c lass i f ica t ion  i s  s ix ty- f ive  
per cent of the  gross proceeds of s a l e s  or  gross income derived from the 
business. The following amounts sha l l  be deducted from the  gross proceeds 
of sa les  or  gross income before computing the  tax base: 

1. The sales  pr ice  of land. which sha l l  not exceed the  f a i r  market 
value. 

2 .  Sales and i n s t a l l a t i o n  of groundwater measuring devices required 
under section 45-604 and groundwater monitoring wells required by law, 
including monitoring wells i n s t a l l ed  f o r  acquiring information fo r  a permit 
required by law. 

3. The sales  p r ice  of fu rn i tu re .  furnishings,  f i x tu re s ,  appliances. 
and  attachments t h a t  a re  not incorporated as component par ts  of or  attached 
to  a manufactured building or  the  setup s i t e .  The sa le  of such items may be 
subject t o  the taxes imposed by t h i s  a r t i c l e  separately and d i s t i n c t l y  from 
the sa le  of the  manufactured building. 

4.  The gross proceeds of s a l e s  or gross income received from a 
contract  entered i n to  for  the  construction,  a l t e r a t i o n ,  repa i r .  addit ion,  
subtraction,  improvement, movement, wrecking or  demolition of any building, 
highway. road, ra i l road.  excavation or  other s t ructure .  project ,  development 
or improvement located i n  a  mil i tary  reuse zone FOR PROVIOING AVIATION OR 
AEROSPACE SERVICES OR fo r  a manufacturer, assembler or  fabr icator  of aviation 
or aerospace products within f i v e  years a f t e r  the  zone i s  i n i t i a l l y  
established under sect ion 41-1531. To qualify fo r  t h i s  deduction. before 
beginning work under the  contract  the  prime contractor must obtain a l e t t e r  
of qual i f icat ion from the department of revenue. 

5. The gross proceeds of sa les  or  gross income derived from a contract 
t o  construct  a qua1 i f i e d  environmental technology manufacturing, producing 
or processing f a c i l i t y .  as described in section 41-1514.02. and from 
subsequent construction a n d  i n s t a l l a t i on  contracts  tha t  begin within ten 
years a f t e r  the  s t a r t  of i n i t i a l  construction.  To qual i fy  fo r  t h i s  
deduction, before beginning work under the  contract  the  prime contractor must 
obtain a l e t t e r  of qua l i f i ca t ion  from the department of revenue. This 
paragraph shall  apply for  ten fu l l  consecutive calendar or  f i s ca l  years a f t e r  
the s t a r t  of i n i t i a l  construction.  

6 .  The gross proceeds of s a l e s  or gross income from a contract  t o  
provide one or more of the  following actions i n  response t o  a release or  
suspected release of a hazardous substance. pol lutant  or contaminant from a 
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f a c i l i t y  t o  t h e  environment. unless the  release was author ized by a permi t  
i ssued by a governmental a u t h o r i t y :  

(a )  Ac t ions  t o  moni tor .  assess and evaluate such a re lease  o r  a 
suspected re1  ease. 

( b )  Excavat ion. removal and t r a n s p o r t a t i o n  o f  contaminated s o i l  and 
i t s  t rea tment  o r  d isposa l .  

( c l  Treatment o f  contaminated s o i l  by vapor e x t r a c t i o n .  chemical o r  
phys ica l  s t a b i l i z a t i o n .  s o i l  wash ing7  o r  b i o l o g i c a l  t reatment t o  reduce t h e  
concen t ra t i on ,  t o x i c i t y 7  o r  m o b i l i t y  o f  a contaminant. 

(d )  Pumping and t reatment  o r  i n  s i t u  t rea tment  o f  contaminated 
groundwater o r  sur face water t o  reduce t h e  concentrat ion o r  t o x i c i t y  o f  a 
contaminant.  

( e l  The i n s t a l l a t i o n  o f  s t ruc tu res ,  such as c u t o f f  w a l l s  o r  caps. t o  
c o n t a i n  contaminants present i n  groundwater o r  s o i l  and prevent them from 
reaching a l o c a t i o n  where they cou ld  th rea ten human hea l th  o r  we l fa re  o r  t h e  
environment . 
This paragraph does no t  i nc lude  asbestos removal o r  the  c o n s t r u c t i o n  o r  use 
o f  p o l l u t i o n  c o n t r o l  equipment, f a c i l i t i e s  o r  o ther  c o n t r o l  i tems requ i red  
o r  t o  be used by a person t o  prevent  o r  con t ro l  contaminat ion before i t  
reaches t h e  environment. The sa le  o f  t a n g i b l e  personal p rope r t y  used i n  
a c t i v i t i e s  under t h i s  paragraph does no t  q u a l i f y  f o r  the  exemption under 
sec t i on  42-1310.01. subsect ion A.  paragraph 27 or  sec t ion  42-1409. subsect ion 
A,  paragraph 13. subd iv i s ion  ( g ) .  

C. Through December 31. 1996. i n  computing the  t a x  base. t h e  
c o n t r a c t o r  s h a l l  deduct the  con t rac to r ' s  cos t  o f  s o l a r  energy devices t h a t  
t h e  c o n t r a c t o r  suppl ies and i n s t a l l s  pursuant t o  contracts.  but  t h e  deduct ion 
s h a l l  n o t  exceed f i v e  thousand d o l l a r s  f o r  each so la r  energy device. Before 
deduct ing  any amount under t h i s  subsect ion, t h e  con t rac to r  s h a l l  r e g i s t e r  
w i t h  t h e  department as a s o l a r  energy con t rac to r .  By r e g i s t e r i n g ,  t h e  
con t rac to r  acknowledges t h a t  i t  w i l l  make i t s  books and records r e l a t i n g  t o  
sa les  o f  s o l a r  energy devices a v a i l a b l e  t o  the  department f o r  examinat ion. 

D. Subcontractors o r  o the rs  who perform serv ices i n  respec t  t o  any 
improvement. b u i l d i n g ,  highway, road, r a i l r o a d .  excavat ion, manufactured 
b u i l d i n g  o r  o t h e r  s t r u c t u r e .  p r o j e c t .  development o r  improvement a re  no t  
s u b j e c t  t o  t a x  i f  they can demonstrate t h a t  t h e  job  was w i t h i n  t h e  c o n t r o l  
o f  a pr ime c o n t r a c t o r  o r  con t rac to rs  o r  a dea lersh ip  o f  manufactured 
b u i l d i n g s  and t h a t  the  prime con t rac to r  o r  dea lersh ip  i s  l i a b l e  f o r  t h e  t a x  
on t h e  gross income, gross proceeds of sales or  gross r e c e i p t s  a t t r i b u t a b l e  
t o  t h e  j o b  and f rom which t h e  subcontractors o r  others were pa id .  

E. Amounts rece ived by a c o n t r a c t o r  f o r  a p r o j e c t  a re  excluded f rom 
t h e  c o n t r a c t o r ' s  gross proceeds o f  sales o r  gross income de r i ved  from t h e  
business i f  t h e  person who h i r e d  t h e  con t rac to r  executes and prov ides  a 
c e r t i f i c a t e  t o  t h e  con t rac to r  s t a t i n g  t h a t  t h e  person p r o v i d i n g  t h e  
c e r t i f i c a t e  i s  a prime c o n t r a c t o r  and i s  l i a b l e  f o r  the  t a x  under t h i s  
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a r t i c l e .  The department shall prescribe the  form of the c e r t i f i c a t e .  If the  
contractor has reason t o  believe t h a t  the  information contained on the  
c e r t i f i c a t e  i s  erroneous or  incomplete. the  department may disregard the  
c e r t i f i c a t e .  I f  the  person who provides the  c e r t i f i c a t e  i s  'not 1 iable  fo r  
the tax as a prime contractor, t h a t  person i s  nevertheless deemed t o  be the  
prime contractor in l i e u  of the  contractor  a n d  i s  subject  t o  the  t a x  under 
t h i s  section on the gross receipts  o r  gross proceeds received by the  
contractor. 

F. For purposes of t h i s  section: 
1. "Contracting" means engaging i n  business as a contractor .  
2 .  "Contractor" i s  synonymous with the  term "builder" and means a- ANY 

person, f irm, partnership,  corporation.  association or  other organization. 
or  a combination of any of them. t h a t  undertakes t o  or o f fe rs  t o  undertake 
t o .  or  purports t o  have the capacity t o  undertake t o .  or submits a bid t o ,  
or does himself or  by or  through others .  construct ,  a l t e r ,  repa i r .  add  t o ,  
subtract from. improve, move, wreck or  demolish any building. highway, road. 
ra i l road,  excavation, manufactured building or other s t ruc tu re ,  project ,  
development or improvement, or t o  do any part  thereof, including the erection 
of scaffolding or. other s t ruc tu re  or works i n  connection therewith, and 
includes subcontractors and spec ia l ty  contractors.  For a l l  purposes of 
taxation or deduction. t h i s  def ini t ion shal l  govern without regard t o  whether 
or n o t  such contractor i s  acting in  fu l f i l lment  of a contract .  

3. "Dealership of manufactured buildings" means a dealer  who e i ther :  
( a )  I s  licensed pursuant t o  t i t l e  41. chapter 16 and who s e l l s  a t  

r e t a i l  manufactured buildings. 
( b )  Supervises, performs or coordinates the excavation and completion 

of s i t e  improvements. setup or  moving of a manufactured building including 
the contracting, i f  any, w i t h  any subcontractor or specia l ty  contractor f o r  
the completion of the  contract .  

4. "Manufactured building" means a manufactured home. mobile home or 
fac tory-bui l t  building. as defined i n  sect ion 41-2142. 

5 .  "Prime contracting" means engaging in business as a prime 
contractor.  

6. "Prime contractor" means a contractor who supervises.  performsor 
coordinates the  construction, a l t e r a t i o n ,  repair .  addi t ion,  subtract ion.  
improvement. movement. wreckage or demolition of any building, highway. road. 
r a i l  road, excavation, manufactured building or other s t ruc tu re ,  project .  
development or improvement including the  contracting,  i f  any, with any 
subcontractors or  specia l ty  contractors  and WHO i s  responsible fo r  the  
completion of the  contract .  

7. "Sale of a used manufactured building" does not include a lease of 
a used manufactured building. 

G. Every person engaging or continuing in t h i s  s t a t e  in the  business 
of prime contracting or  dealership of manufactured buildings shall  present 



t o  t h e  purchaser of such prime cont rac t ing  o r  manufactured bui lding a  wr i t t en  
r e c e i p t  of t h e  gross  income o r  gross  proceeds of s a l e s  from such a c t i v i t y  and 
s h a l l  s e p a r a t e l y  s t a t e  t h e  t axes  t o  be paid pursuant t o  t h i s  s ec t ion .  

Sec. 5. Sect ion 43-1079. Arizona Revised S ta tu t e s .  i s  amended t o  read: 
43-1079. Gred i t  f o r  increased emolovment i n  m i l i t a r v  reus? 

zones: d e f i n i t i o n  
A.  A c r e d i t  i s  allowed agains t  t h e  t axes  imposed by t h i s  t i t l e  f o r  n e t  

i nc reases  i n  employment by t h e  taxpayer  of f u l l - t i m e  employees working i n  a  
m i l i t a r y  reuse zone. e s t ab l i shed  under t i t l e  41. chapter  10, a r t i c l e  3.  AND 
who a r e  pr imar i ly  engaged IN PROVIDING AVIATION O R  AEROSPACE SERVICES O R  i n  
manufacturing, assembling o r  f ab r i ca t ing  a v i a t i o n  o r  aerospace products. The 
amount of t h e  c r e d i t  i s  a  d o l l a r  amount allowed f o r  each new employee. 
determined a s  fo l lows:  

1. With respec t  t o  each employee o t h e r  than a  d is loca ted  mi l i t a ry  base 
employee: 

1 s t  yea r  of employment J 500 
2nd year  of employment $1.000 
3rd yea r  of  employment $1.500 
4 th  y e a r  of employment 52.000 
5th yea r  of  employment $2.500 
2 .  With r e spec t  t o  each d i s loca ted  m i l i t a r y  base employee: 
1 s t  year  of employment $1,000 
2nd y e a r  of  employment $1.500 
3rd yea r  of  employment 52.000 
4 th  yea r  of  employment $2,500 
5 th  yea r  of employment $3,000 
8. I f  t h e  allowable t ax  c r e d i t  exceeds t h e  taxes  otherwise due under 

t h i s  t i t l e  on t h e  claimant 's  income, o r  i f  t h e r e  a re  no taxes due under t h i s  
t i t l e ,  t h e  amount of t h e  claim not used t o  o f f s e t  the  taxes under t h i s  t i t l e  
may be c a r r i e d  forward as  a c r e d i t  a g a i n s t  subsequent yea r s '  income t a x  
l i a b i l i t y  f o r  t h e  period,  not t o  exceed f i v e  t axab le  years .  i f  t h e  bus iness  
remains i n  t h e  m i l i t a r y  reuse  zone. 

C .  The n e t  i nc rease  i n  t h e  number of  employees f o r  purposes of t h i s  
s e c t i o n  s h a l l  be determined by comparing t h e  t axpaye r ' s  average employment 
i n  t h e  m i l i t a r y  reuse  zone during t h e  t a x a b l e  year  with t h e  t axpaye r ' s  
previous  y e a r ' s  f o u r t h  q u a r t e r  employment i n  t h e  zone, based on t h e  
t a x p a y e r ' s  r e p o r t  t o  t h e  department of economic s e c u r i t y  f o r  unemployment 
insurance  purposes but cons ider ing  only employment i n  t h e  zone. 

D .  Co-owners of  a  bus iness ,  inc luding  pa r tne r s  in  a  pa r tne r sh ip  and 
shareholders  of an S corpora t ion ,  as  def ined  i n  sec t ion  1361 of t h e  i n t e r n a l  
revenue code. may each claim only t h e  pro r a t a  sha re  of t h e  c r e d i t  allowed 
under t h i s  s e c t i o n  based on t h e  ownership i n t e r e s t .  The t o t a l  o f  the c r e d i t s  
allowed a l l  such owners may not exceed t h e  amount t h a t  would have been 
allowed f o r  a  s o l e  owner of t h e  bus iness .  
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E .  A c r e d i t  i s  not  allowed under this s e c t i o n  with r e spec t  t o  an 
employee whose place of employment i s  r e loca ted  by t h e  taxpayer  from a 
l o c a t i o n  i n  t h i s  s t a t e  t o  t h e  m i l i t a r y  reuse  zone, u n l e s s . t h e  employee i s  
engaged IN AVIATION OR AEROSPACE SERVICES OR i n  manufacturing, assembling o r  
f a b r i c a t i n g  a v i a t i o n  o r  aerospace products and t h e  taxpayer  maintains a t  
l e a s t  t h e  same number of employees i n  t h i s  s t a t e  but  ou t s ide  t h e  zone. 

F. A taxpayer who claims a c r e d i t  under sec t ion  43-1077 may not  claim 
a c r e d i t  under th is  sec t ion  w i t h  respec t  t o  t h e  same employees. 

G .  For purposes of  t h i s  s e c t i o n  "d is loca ted  m i l i t a r y  base employee" 
means a c i v i l i a n  who previously had permanent f u l l - t i m e  c i v i l i a n  employment 
on t h e  m i l i t a r y  f a c i l i t y  as  of t h e  d a t e  t h e  c l o s u r e  of t h e  f a c i l i t y  was 
f i n a l l y  determined under f ede ra l  law, a s  c e r t i f i e d  by t h e  department of 
commerce. 

Sec. 6. Sect ion 43-1167. Arizona Revised S t a t u t e s .  i s  amended t o  read: 
43-1167. c r e d i t  f o r  increased  em~lovment i n  mili t a w  reuse 

zones: d e f i n i t i o n  
A. A c r e d i t  i s  allowed aga ins t  t h e  t axes  imposed by t h i s  t i t l e  f o r  n e t  

increases  i n  employment by t h e  taxpayer  of f u l l - t i m e  employees working i n  a 
m i l i t a r y  reuse zone. e s t ab l i shed  under t i t l e  41, chap te r  10. a r t i c l e  3 .  AND 
who a r e  pr imar i ly  engaged IN PROVIDING AVIATION OR AEROSPACE SERVICES OR i n  
manufacturing, assembling o r  f a b r i c a t i n g  av ia t ion  or  aerospace products.  The 
amount of t h e  c r e d i t  i s  a d o l l a r  amount allowed f o r  each new employee. 
determined a s  f o l  1 ows : 

1. W i t h  respec t  t o  each employee o t h e r  than a d i s loca ted  m i l i t a r y  base 
employee: 

1st year  of employment $ 500 
2nd year  of employment $1.000 
3rd year  of employment $1.500 
4 th  year  of  employment $2.000 
5 th  year  of employment $2.500 
2. With respec t  t o  each d i s loca ted  m i l i t a r y  base  employee: 
1st year  of employment $1.000 
2nd year  of employment $1,500 
3rd yea r  of employment $2.000 
4 th  year  of employment $2.500 
5 th  year  of employment $3.000 
8. I f  t h e  allowable t a x  c r e d i t  exceeds t h e  t axes  o therwise  due under 

t h i s  t i t l e  on t h e  claimant 's  income, o r  i f  t h e r e  a r e  no taxes due under t h i s  
t i t l e ,  t h e  amount of the  claim not used t o  o f f s e t  the t axes  under t h i s  t i t l e  
may be c a r r i e d  forward a s  a c r e d i t  a g a i n s t  subsequent y e a r s '  income t a x  
l i a b i l i t y  f o r  t h e  period,  not t o  exceed f i v e  t axab le  y e a r s ,  i f  t h e  business  
remains i n  t h e  m i l i t a r y  reuse  zone. 

C .  The n e t  i nc rease  i n  t h e  number of employees f o r  purposes of t h i s  
s e c t i o n  s h a l l  be determined by comparing t h e  t axpaye r ' s  average employment 
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in  the  mi l i t a ry  reuse zone during the  taxable year with the  taxpayer's 
previous yea r ' s  four th  quar ter  employment in the zone, based on the 
taxpayer 's  report  t o  the  department of economic security fo r  unemployment 
insurance purposes but considering only employment in the  zone. 

0. Co-owners of a  business, including corporate partners in  a 
partnership.  may each claim only the  pro ra ta  share of the  c r ed i t  allowed 
under t h i s  section based on the  ownership in te res t .  The t o t a l  of the credi ts  
allowed a l l  such owners may not exceed the  amount t ha t  would have been 
all'owed for  a  so le  owner of the  business. 

E .  A c r ed i t  i s  not allowed under t h i s  section w i t h  respect t o  an 
employee whose place of employment i s  relocated by the  taxpayer from a 
location in  t h i s  s t a t e  t o  the  mil i tary  reuse zone unless the  employee i s  
engaged IN AVIATION OR AEROSPACE SERVICES OR i n  manufacturing, assembling or 
fabr ica t ing  aviat ion or aerospace products a n d  the  taxpayer maintains a t  
l e a s t  the  same number of employees in t h i s  s t a t e  b u t  outside the  zone. 

F. A taxpayer who claims a  c red i t  under section 43-1165 may not claim 
a  c r ed i t  under t h i s  sect ion with respect t o  the  same employees. 

G .  For purposes of t h i s  section "dislocated mil i tary  base employee" 
means a  c iv i l i an  who previously had permanent ful l - t ime c i v i l i a n  employment 
on the  mil i tary  f a c i l i t y  as of the date  the  closure of the  f a c i l i t y  was 
f i n a l l y  determined under federal law, as ce r t i f i ed  by the  department of 
commerce. 

Sec. 7.  Emeraencv 
This a c t  i s  an emergency measure t h a t  i s  necessary t o  preserve the  

public peace, health or  sa fe ty  a n d  i s  operative immediately as provided by 
l a w .  


