WATER CONSERVATION SYSTEMS (INDIVIDUAL INCOME TAX CREDIT) AND
PLUMBING STUB OUTS (CORPORATE INCOME TAX CREDIT)

Arizona law provides an individual taxpayer with an
income tax credit for installing a water conservation
system in the taxpayer’s residence located in Arizona
(A.R.S. §43-1090.01) plus it allows for a corporate
income tax credit for the cost of installing plumbing
stub outs for a water conservation system when
constructing new homes (A.R.S. §43-1182). Both
credits require pre-certification by the department. The
department intends this brochure to provide guidance
with respect to both these credits.

For complete details, refer to the Arizona Revised
Statutes. In case of inconsistency or omission in this
publication, the language of the Arizona Revised
Statutes will prevail.

Individual Water Conservation
Systems Credit

This credit is for costs associated with installing a water
conservation system in the taxpayer’s residence located
in Arizona.

Q. What is a water conservation system?

A. A water conservation system is a system or series of
components or mechanisms that are designed to
provide for the collection of rainwater or residential
graywater. A water conservation system includes a
system that is capable of storing rainwater or
residential graywater for future use and reusing the
collected water for the same residential property.

Q. What requirements must a residential
graywater system meet in order to qualify for
this credit?

A. To qualify for this credit, a residential graywater
system and its installation must comply with rules
that are adopted by the Arizona Department of
Environmental Quality (ADEQ) and that relate to
the recovery and disposal of residential graywater.
For detailed information please contact ADEQ:

www.azdeqg.gov/environ/water/permits/reclaimed.html

Phone number: (602) 771-2300
Toll free: (800) 234-5677

Q. What are the effective dates of this credit?

A. This credit is effective for taxable years from and
after December 31, 2006 and ending before January
1, 2012. Therefore, the credit is available for tax
years 2007 through 2010 and calendar year 2011. A
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taxpayer with a fiscal year ending in 2012 will not
qualify for the credit.

. Who is eligible to take the water conservation

systems credit?

An individual who is an Arizona Resident who is
not a dependent of another taxpayer is eligible to
take the water conservation systems credit.

What is the amount of the water conservation
systems credit?

The water conservation systems credit is equal to 25
percent of the cost of the water conservation system,
not to exceed $1,000. Tax credits claimed over
multiple years by a taxpayer for the same residence
cannot exceed $1,000.

. If the water conservation system credit is more

than the taxpayer’s Arizona income tax, can the
taxpayer carry the unused credit forward?

If the allowable credit exceeds the taxes otherwise
due, the taxpayer may carry the credit forward for a
period not exceeding the next consecutive five
taxable years.

How do I apply for this credit?

The individual must make application to the Arizona
Department of Revenue (DOR) on the appropriate
form (AZDOR 05-5543) and must obtain a Credit
Certificate indicating that the taxpayer is entitled to
take this credit and the amount of the credit to
which the taxpayer is entitled. You may obtain a
copy of this form by visiting our web site at
www.azdor.gov or by calling Taxpayer Information
& Assistance at (602) 255-3381.

Application can only be made after actual
purchase and installation of the system. Copies of
the receipt for purchase and installation of the
system, with date of installation shown, must be
attached to the application.

Is there a maximum amount of individual water
conservation system credits that the department
can certify in a year?

The maximum amount of individual water
conservation system income tax credits that the
department can certify in a calendar year is
$250,000.
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Q. What happens if I apply for the credit and the
maximum amount of credit that can be certified
for the year has already been certified?

A. The credit is granted on a first come first serve
basis. If an application is received that, if
authorized, would require the department to exceed
$250,000, the department will grant that applicant
only the remaining credit amount that would not
exceed the $250,000 limit. If the $250,000 limit has
been met before the application is received, no
credit will be certified.

Q. If a taxpayer takes the water conservation system
credit, can the taxpayer take depreciation on the
Arizona return for the water conservation
system?

A. The credit is in lieu of any allowance for Arizona
purposes for exhaustion, wear and tear of the system
under Internal Revenue Code §167. Amounts of
depreciation included in the taxpayer’s federal
adjusted gross income for the water conservation
system for which the credit is taken must be added to
the taxpayer’s Arizona gross income. (Note: the
depreciation must be added back for each period in
which it is deducted for federal purposes.)

Corporate Plumbing Stub Outs
Credit

This credit is for costs incurred for installing or
including a water conservation system plumbing stub
out that collects all graywater sources that end at a
plumbing stub out that is separate and distinct from the
regular plumbing system. These costs are for installing
or including such a system in one or more houses or
dwelling units located in Arizona and constructed by the
taxpayer.

Q. What requirements must be met in order for a
plumbing stub out to qualify for this credit?

A. To qualify for this credit, the plumbing stub out
must comply with rules that are adopted by the
Arizona Department of Environmental Quality that
relate to the direct reuse of reclaimed water. It must
also meet applicable local building codes. For
detailed information please contact ADEQ:

www.azdeq.gov/environ/water/permits/reclaimed.html
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Phone number: (602) 771-2300
Toll free: (800) 234-5677

. What are the effective dates of this credit?

This credit is effective for taxable years from and
after December 31, 2006 and ending before January
1, 2012. Therefore, the credit is available for tax
years 2007 through 2010, and calendar year 2011. A
taxpayer with a fiscal year ending in 2012 will not
qualify for the credit.

Who is eligible to take the plumbing stub out
credit?

Co-owners of a business, including corporate
partners in a partnership, may each claim only the
pro rata share of the credit, based on ownership
interest.

What is the amount of the plumbing stub out
credit?

The plumbing stub out credit is for costs incurred to
install or include the plumbing stub out in each
house or dwelling unit, but cannot exceed $200 for
each separate house or dwelling unit.

If the plumbing stub out credit is more than the
taxpayer’s Arizona income tax, can the taxpayer
carry the unused credit forward?

If the allowable credit exceeds the taxes otherwise
due, the taxpayer may carry the credit forward for a
period not exceeding the next five consecutive
taxable years.

. How can a corporation apply for this credit?

The corporation must make application to the
Arizona Department of Revenue (DOR) on the
appropriate form (AZDOR 05-5544) and must obtain
a Credit Certificate indicating that the taxpayer is
entitled to take this credit and the amount of the
credit to which the taxpayer is entitled. You may
obtain a copy of this form by visiting our web site at
www.azdor.gov, or by calling Taxpayer Information
and Assistance at (602) 255-3381.

Application can only be made after actual
purchase and installation of the plumbing stub
outs. Copies of documentation for installation of
the plumbing stub outs, with date of installation
and addresses shown, must be attached to the
application.
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Q. Is there a maximum amount of corporate plumbing
stub out credits that the department can certify in

ayear?

A. The maximum amount of corporate plumbing stub
out income tax credits that the department can For additional information, call:
certify in a calendar year is $500,000. PhoeniX.....cocuevineeieninieicncnceccene (602) 255-3381

Q. What happens if I apply for the credit and the Toll free from area codes 520 & 928 ....(800) 352-4090

maximum amount of credit that can be certified For Hearing Impaired —TDD only:
for the year has already been certified? PhoeniX.....cocuevineeieninieicncnceccene (602) 542-4021
A. The credit is granted on a first come first serve Toll free from area codes 520 & 928 ....(800) 397-0256

basis. If an application is received that, if
authorized, would require the department to exceed
$500,000, the department will grant that applicant
only the remaining credit amount that would not
exceed the $500,000 limit. If the $500,000 limit has
been met before the application is received, no
credit will be certified. For Related Tax Information:

Internet...........cccceeeeeeec.. WWW.aZdOr.gOV

Or write to:

Arizona Department of Revenue
Taxpayer Information & Assistance
1600 W Monroe
Phoenix AZ 85007

Q. If a taxpayer takes the credit, are any expenses
for installing the plumbing stub out allowed to be
deducted on the Arizona return?

A. The credit is in lieu of any expenses for installing
the plumbing stub out for Arizona purposes. The
amount of expenses included in the taxpayer’s
federal adjusted gross income for the plumbing stub
out for which a credit is taken must be added to the
taxpayer’s Arizona gross income.

This publication is available in an alternative format upon request.

Arizona Department of Revenue Pub 565 Revised October 2011



	Water Conservation Systems (individual Income Tax Credit) and 
Plumbing Stub Outs (Corporate Income Tax Credit)

	Water Conservation Systems (individual Income Tax Credit) and 
Plumbing Stub Outs (Corporate Income Tax Credit)

	Water Conservation Systems (individual Income Tax Credit) and 
Plumbing Stub Outs (Corporate Income Tax Credit)



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



