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Transaction Privilege Tax Procedure
TPP 15-1 (6/22/15)

STATE OF ARIZONA

Procedure for the Annual

Recogn iti o n Of Exe m pt ARIZONA TRANSACTK:-;JPI;R{\;!:_EGE TAX PROCEDURE Director

Procedure for the Annual Recognition and the Documentation of Exempt Status
of Certain Nonprofit Healthcare Organizations :

Status of Certain Nonprofit

(This procedure supersedes Arizona Transaction Prvilege Tax Procedure TPP 99-5)

Hospitals and Healthcare

I. Qualifying Hospitals........cccceiiiveinnnies
Il. Qualifying Health Care Organizations.........c.c.c...
Ill. Rehabilitation Programs for Mentally/Physically

O rga n izatio n s IV.Qualifying Community Health Centers............cceeeeeeaeceseeeveesscensneas .

V. General Information Applicable to All Qualifying Organizations

TPP This procedure gives information about the transaction privilege and use tax exemptions
u pe rse es = available to organizations recognized by the Department as one of the above entities, as
well as the application process for obtaining an annual Exemption Letter from the
Department and the documentation required for exemptions applicable to vendars, lessaors,
and utilities.
l. QUALIFYING HOSPITALS
A. Applicable Law:

1. Arizona Revised Statutes (A.R.S.) §42-5001(11) defines a qualifying
hospital as:

a) A licensed hospital which is organized and operated exclusively




Transaction Privilege Tax Procedure
TPP 16-1 (9/20/16)

STATEOF A
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Procedure for Use of

ARIZONA TRANSACTION PRIVILEGE TAX PROCEDURE

Exemption Certificates e

(This procedure supersedes and updates TPP 00-3)

(S u pe rSEd es TP P 00-3) Procedure for Use of Exemption Certificates

This procedure provides general guidance to taxpayers and consumers in the use of
Departmental certificates to establish entittement to an Arizona transaction privilege tax
exclusion, deduction, or exemption.

Introduction:

Arizona's transaction privilege tax (‘TPT") is a tax on the privilege of conducting
business in the State of Arnizona. The tax is levied on the vendor, rather than the
purchaser. The vendor may pass the burden of the tax on to its purchasers, but the
vendor is ultimately liable to Arizona for the tax.

TPT is imposed under various business classifications under Arizona Revised Statutes
(A.R.S.)) Title 42, Chapter 5, Aricle 2. Each business classification has its own
exclusions, deductions, or exemptions (‘exemptions”) authorized by statute.

ARS. § 42-5009(A) states that any vendor who falls within a business classification
may establish entittement to an allowable statutory exemption by both:

1. Marking the invoice for the transaction to indicate that the gross
proceeds of sales or gross income derived from the transaction was
deducted (or excluded or exempt) from the tax base’: and

. Obtaining a certificate executed by the purchaser.




Transaction Privilege Tax Ruling
TPR 16-1

 The factors used to

determine if an out- STATE OF Arizona %,
of-state business has Depatnent o Revente (5 85
a substantial nexus

with Arizona for

purposes Of imposing ARIZONA TRANSAC'_rl_IggrﬁI'\-“IIVILEGE TAXRULING ]|_r0

Arizo na tra nsa ctio n (This ruling rescinds and supersedes TPR 08-1)

privilege or use taxes

This substantive policy statement is advisory only. A substantive policy statement does not include

an d mun iCi pa I intemal procedural documents that only affect the intemal procedures of the agency and does not impose
AI d d gddnmns:jl requweTﬁnttﬁ orAplenamesdonrgg;tul?yed pamesdor mclutdelfconﬂdgn}l\al |nftt'31rmat|%n tor ;ules m?de
in accordance with the Arizona administrative procedure act. If you believe this substantive policy
taxes' SO a resses statement imposes additional requirements or penalties on regulated parties, you may petition the agency
So u rci ng ru Ies u n d e r under Anzona Revised Statutes § 41-1033 for a review of the statement.
A.R.S. § 42-5040. This ISSUES:
ru I iNn g rescin d San d 1. What factors determine if an out-of-state business has a ‘substantial nexus’ with
Arizona for purposes of imposing Arizona’s transaction privilege or use taxes and
supersedes TPR 08-1. municipa pilege taxes?

2. Once nexus is established, how should an out-of-state business determine the
appropriate tax rate for calculating fransaction privilege tax? (‘sourcing” rules)




Transaction Privilege Tax Ruling
TPR 16-2 (9/20/16)

The application of

the jet fuel excise STATE OF ARIZONA
and use tax on the

sale and purchase

of jet fuel for ARIZONA TRANSACTION PRIVILEGE TAX RULING
periods begi nnin g (This Ruling supersedes Arizona Transaction Privilege Tax Ruling TPR 94-9)

This substantive policy statement is advisory only. A substantive policy statement does not include

fro m a nd afte r internal procedural documents that only affect the internal procedures of the agency and does not impose

additional requirements or penalties on regulated parties or include confidential information or rules made
in accordance with the Arizona administrative procedure act. If you believe this substantive policy
statement imposes additional requirements or penalties on regulated parties, you may petition the agency

Ja n ua ry 1’ under Arizona Revised Statutes § 41-1033 for a review of the statement.
2015. This ruling

The application of the jet fuel excise and use tax on the sale and purchase of jet fuel for

Su pe rSEdes TPR periods beginning from and after January 1, 2015.

RULING:

94-9.

The retail sale of jet fuel within Arizona is subject to the jet fuel excise tax. The storage,
use or consumption of jet fuel within Arizona is subject to the jet fuel use tax. The
Arizona jet fuel excise and use tax is based solely on the actual per gallon fuel. The tax
applies only to the first ten million gallons of jet fuel purchased in the calendar year at a
rate of 3.05 cents per gallon. Any amount over ten million gallons during the calendar
year is not subject to tax.



Transaction Privilege Tax Ruling
TPR 16-3 (9/20/16)

* The application of
transaction
privilege tax to a
business that
operates an online
marketplace
through which
third-party
merchants sell
tangible personal
property at retail.

STATE OF ARIZONA

Department of Revenue

ARIZONA TRANSACTION PRIVILEGE TAX RULING
TPR 16-3 David Briant

Director

This substantive policy statement is advisory only. A substantive policy statement does not include internal
procedural documents that only affect the internal procedures of the agency and does not impose additional
requirements or penalties on regulated parties orinclude confidential information or rules made in accordance
with the Arizona administrative procedure act. If you believe that this substantive policy statement does
impose additional requirements or penalties on regulated parties you may petition the agency under Arizona
Revised Statutes § 41-1033 for a review of the statement.

ISSUE:

Is a business with Arizona nexus for transaction privilege tax (‘TPT") purposes that
operates an online marketplace through which third-party merchants sell tangible personal
property at retail (hereinafter “online marketplace™), a “retailer’ making “sales” on behalf of
third-party merchants and therefore, responsible for the retail TPT on sales to Arizona
customers?

RULING:

A businessthat operates an online marketplace and makes online sales on behalf of third-
party merchants as evidenced by the marketplace providing a primary contact point for
customer service, processing payments on behalf of the merchant and providing or
controlling the fulfilment process, is a retailer conducting taxable sales. The gross receipts
of that marketplace business derived from the sales of tangible personal property to
Arizona purchasers are subject to retail TPT, provided that the business already has nexus
for Arizona TPT purposes.




2016 TPT and Municipal Privilege Tax
Private Taxpayer Rulings and Taxpayer Information
Rulings
LR 16-003 and LR 16-004 - Necessity of maintaining dual
entity structure for the purpose of limiting TPT under prime
contracting classification to construction activities; taxability

of construction work done by or supervised by others for
homebuilders who do not themselves do construction work

LR 16- 007 - Taxable party under model city tax code where
property manages property for non-profit owner




TPT Forms
2015-2016

Revised Form 5000
Revised Form 5000A
New Form 5000HC
New Form 5000M
Revised Form 5005




Form 5000

Transaction Privilege Tax Exemption Certificate

» Do not uee Form 5000 to clalm sale for resale. Use Form S0004.
} Do not use Form S000 If you are 3 non-TPT licansed contractor. Use Form SO00M.

This Canfficate Is prescrived by the Deparment of Revenue pursuant fo AR.S. § 42-5009. The pupose of the
Centfizate |s 9 document and establish 3 basls for stale and offy tax deduclions of exemgbons. 11 & o b2 flled
out complately by e purchaser and fumished to the vendor at the ®me of the sale.  The vendor shall ratain
mis Cestificate for sihgle transactions of for e specified perod 35 Indicated below.  Incomplete Certficates are
nod considered to be accepted I good falth. Only one category of exemgplon may be clalmed on a Cerfficats.

A Purch s Hame and Address: B. Check Applicable Bon:
hame
[ singe Transacton Certficats
Aoaesz
[ Feriod From Through,
ity =T oF Cade
(Yout muat chocse SoSCHC Gates ok Coracass wif o vald ot
enoor T Hame ETE= 3 12 MO perod.

C. Choose one bransaction type per Certificate:

C Transactions with Native Amaricans & Matha

— Transactions with 2 Businasz Amarican Businesses (Sos reazon #12)

[ Armna Tranzackon Pridiege Tax (TR T) Licsnzs Humier Tricol Business License Mumber  OR  Trbal Number

EEE Name of Trbe

[S#her Tax Licenze Rumber C Transactsons with a W.5. Government entity

iSes reasons #5 and £10.)

7o icenee, proviae reacon —
[ Tranzaction with 3 Foralgn Dipiomat {Se4 raazon #13.)

[Freciss Mahrs of Cuchasers Susinesz.

D. Reason for Exemption:

[check the bex indlcating one of the more comman exsmpbions provided below, or use Box 14 ar 15 to cis the appropriate

authority for another axampbon (deduction). Refor to WWW.3zdor gowForms/TransacionPrviiegeTax aspx for a
péats st of stats and City } and the businsss classes (codes) under which the deductions apply.

O 1. Tangitie personai property to be eaged or rented In the GREnary Course of the pUTChaser's iensed busness.

Tanglis personal property &2 be Incorporated ko & bl contracting project, or & mainisnance, repal repiacement or akerabion project

Food, drink, o condiments purchased by 8 restaurant business

Pipes o umives four inchess in dismeter or grester bo be sed for ransportation of o, natursl pus, srsficial gas, walsr or cosl Sy

Arcratt, navigatonal and commRnication Instruments and reiated accessories soid or lease o

Alrines hokding 2 federal Corioe of pubic convenkence and necessits or | Alrines iokding 2 forsign sir camier perm: for i banspo—iston; o

T ey torigr govemmment or nonresiients of Arizona who il Aot Lse Such Eraperty I AVZOnS ERer Shan In rEmoving Such property from Eis st

T & machinery or equipment used dinectly In e following business actuities:

O Msmuescaring, precessing orfsbricaing. Cluobprinting. [ Reining or metaturgical coerations

T Extrmction of ore= or minersis frm the s for commencal pupcsss. [ Evirsction of, orariling for, o or gas fom S sarh o

Commenial puposes

Cther Income producing capinl assets. (Cities onfy)

Food, dink or condiments for Consumphbon witin the premises of any prison, jall or other insStuSon under the jarsdicton of the st
department of =, Fie depariment of public safety; the department of juvenle comections or a county sher®. Food. drink, condiments |
o acoEszones purthased by 2 school disind for consumption 2t 3 pulikc school within T dsTict during sohesd fowrs.

U] = Tangiie personal property soid or leased drectly 1o e United States Gowernment or is departments: o agendes by @ manufactunsr, modter,

asserhier or repairer.  (Fietail, personai property rentsl and mining cassHications onfy)
0 Fmpenuﬂu‘—:atznnu:e:sa:—_n;mmeh— the saie of fangibée Dersonal property direcly 5o the Unfied Siates Govemment or|
= departments or agancies.

Foge 215 Continued on page 2
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|m.. Hase s shown on pags 1) Asgone Trmecton Privdlegs T Lianss hurmier

ot 571% of D s

that b ol et 1% manusisctsing or smeiing
Uit il o o

O 12 Sale or mese of mngite personsl propaiy 1o eflaed Mathae Arr
peoxn and paymard for e geods el ocos
Darracton

ity of arturnd b e in

e soliciation lor main, signing of b contect, deifry of e

wior sl retain acecurte docurmaniston io subsientiale te

T reservalon MOTE: T

Ferign dipiormetl. NOTE! Lissled o sulhoization on B LS. Depafiment of St Dipgomasc Tex Exsrgtion Cand

afd ay ofhel decumentalion meued by o
by tha Offce of Foralgn Miaskons [MOFWF)

00 14" Cofvar Domcsssion: Ot s Afipona Fluvised Stah fes suthaodty ol the dededion ARS §

Do ey en

T 15" Cvar Cities Dieclussion  Citn v Mol Ciry Tax Code authodity for the deduron MO TC§

Do crigien

" Figbas o W, 30001 Qo Forrs TransactonPrivilege Tax acpx o
business: cisses | under whi mppiy

mjsiate ki of state and oy exesptior

E Dc:mﬁmhlhghbpemumwwmepurdnﬂed or leased and s use below.
{Use additional pages if needed.)

F. Corbhcation

& wenrdor that has reacon fo bedleve that thic Cer Is not or wn will nod be relleved of the bunden of
proving snihiement to the sxsmption. A vendor that acospic 3 Carbimcate In good Talth will B rellsved of the burden of proct
and thee purchacser may be reguired to sciablich the acosraoy of the claimed sssmption. I the purobacer cannot sciablich
the ssouraoy and complatenacs of the information prowided in the Cartifioats, the purobassr be llabls for am amount squal to
tne trancaction privilege tax, penalty and Imtersct which the vendor would hawe besn reguinsd b pay If the vendor had not
aooepted the Certicate. Micuce of thic Ceriifioats will subleot the purchacer bo paymant of the A.R.3. § 425008 amsount qual
to any fax, penafy of Indersct. Wil micucs of thic CartMoats will cubjsot the purchacer fo oriminal penaltiss of a felony
purcsand fo AR 5. § 42-1127{BL

I, {peint full neme) hereby ceriffy that hese bansactons are
exempt from Arizond ransaction privilege tax and that e Ifamation on this Certificate |5 e, acourate and

Further, If purchasing or leasing a5 an agent or aflces, | cersty that | am authorized i executs this Certificate on behalf of
e purchaser named above.

EIGHATURE OF PURCHASER DETE TITLE
ADOR: 92308 (10F15) Page 28 Paga Tof
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Form 5000A

Arizona Resale Certificate

= Lsas this form to purchass tanglble personal property for resale In the ordinary course of business.
= Wholsaalers must have a Tranaachon Privilege Tax (“TPT) of ofher atate’s Sales Tax Licenss to purchass
tangibls parsonal proparty for resale.

This Cerificate s presoibed by e Department of Revenue pusuant o ARS. § 425022  The pupose of the
Cerficate s o document the purchase of nghie personal propery for resasie in the purchaser's reguiar oourse
of business. It IS fo be fEd out compistely by the purchassr and Sumished to e vendor. The vendor shall retuin
mis Certficate for sngle DRRSACIONS OF WOF SDECMSd pencds as ndicaisd beiow.  This Cartficabe shadl be obtained
from_the punchassr at the ome of the sals.  Incompisis Camficalss ane not consigered bo be accspied I good faih.

A Business Hame and Address: B Theck Applicable Box
Harm TP T e T Licarae Mo
T g Tinrmsaction Carients
P
O iPariod From Thitesgh
Lty EED AP L
o i e st s b Wt cariite o b vk st
Vo e [ R T p—_—

C. Precise Hohure of Purchaser's Business:

D ipticn of P Being Purchased:

E

Tha following sales of tangibk pArsonal propsrty 4o Not requirg tha purchaser 1o provids 3 TRT or cther Sakes Tax License

Sars b Do U S gowsineent o B dpartireants of sgecies o e |puichamed diicly By e Faedersl Goveimimn]
o Schocl Dt fof Db | puichsdssd d iecly by wcFvcnd chilrict
ariratien b romale (Afwech | RS cete

ravlion bethes i this form )

A1 o (] gt adion asee wih 81 ot by o et e o1 8 bl s ekt
b bl ko W o |

SRS, CENT o

ENE) ofgenizaticn Thtl Rpchson & odes leeluing fem end mench

™

For ramabe. [ARach | R

O s 11 pevsprof chastatin i e inalen thill Deodic, ofgaritie, oF pIofobin & culliiel of G Tkl fatiel of st - fof
wasie. [Alech | RS delsrminetion nSer i this iz

E_Cerffcation

& saller hat nas reason i bedleve thal this CertiMcats la not accurata, complste. of applicable to the Tansacdon
ey’ Mot ‘the CerSificats In pood falh and e seller will nod be rellsved of e burdasn of proving entidament
o the from tax. A saller that accepts a Cantificate In good falth will De relleved of e burdan of prood]

L, {peint full name)  hereby certify Mat Mese purchases are for Esde i e

mmmmdmrﬁeMMMIMmmmehm accuraie and compiete. Furiher, prumaﬂng
35 an agent or oficer, | certify that | am auiharized to execube this Cesiificate on behall of the purchaser named

TRaA P L% PR, F e
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Form 5000HC

Transaction Privilege Tax

5000HC Healthcare Exemption Certificate

I. Qualifying Hospitals
or
. Qualifying Health Care Organizations
or

lll. Qualifying Rehabilitation Programs for Mentally or Physically Disabled Persons
or
V. Qualifying Community Health Centers

This Exampton Certicais |5 prasorioed by the Depanment of REVENUE DUIEUENt 10 A RS, § 42-5005. The purmose of
the Cartificate Is to document tax-exempt iransactions with gualfied purchasars. It Is to be flled out compietely by the
purchaser and fumished to hie vendor. The vendor shall refain Tis Cerfficate along with a copy of the organizaton’s
anrvual "Exemplion Letiar” for single ransactions o for specifled periods as Indicabed baiow. Incomplete Certificales are
not considersd 1o B acEpiad In good 1. Only one ctegany of Sxempton may be clalmed on 3 Certmicas.

A Purchaser's Mame and Addiress: |E_ Check Applicable Boa-

T Sirgle Trarmacton Caficain

e

T Pt Froses Thavusgh

iy Hatn TP Cexle
o ssun chucae apeuic detes by At ceifc e W Do el ool
P et (o v Siond st i e Chiaeimins Evasigdion
Lofler |

Ve Marra

C._Facility:

Wame of Faollty® Faollity Looation™

I Gualifying Health Came Organization (SGHCCT) (ohook appropriabs bow:

[0 Tangibie personal property purchased or leased by a GHCO when e properiy Is o be solely csed D provide heait and
medical relaied educational and chartiable senices. The abowve location must provide educadional or chariiabie senvices ot are
hesith and medioal reated

[ #ry tangitie persoral property purchased or leased by a GHCO dedicated o providing educaonal, therapeutic, rehabiltathe
and ‘amily medical education training for bilnd and visually impained children and chiidnen with muiSipie disabiltes. from time of
D b 30s bwenty-one.

1L Programe for Memally or Phycioally Dicabisd Peacone:
[0 Tangibie personal propesty punchased or leased by a nonpm® charable organization Tat engages In and uses such property
SISy I DIOQRSTES for DETSOS WSS mental or piysicnl disabd e  the programs are evcusivesy for raning, job piacement,
rehablEbon O Estng.

¥, Qualifying Comenunity Healin Cerbsm
[ The: tangibie personal property parchased or leased ks used by Fve communiy healih cenier that ks ether: 1] e sole provider of
PrimAry A NS oomrmunity, 2 8 nonhoseitsl affiksied ciinic St s iocated In 8 fSedemly designated medioaly underseryed anss
in this staie, or 3} a cinic that 1= being consruched as a qualPying community healih center.

E. Dezcrbe the tangibde perzonal property™ purchazed or feazed and = use pefow
[Use additional pages if needed)

" lewhact may ischabe utiities, job pristing or nest i fest curimin . Seow D Lurtier. |

FiH the puschaser b8 claiming an weem pon fof mons Ban o lcility locstion, refesence and sltach & sl of e location 5o e Form S000HE|

D. Reason for Exemplion-

L Qualifying Hocpital ioheok appropriade box):

[ Hospital - The abcws incabion or sabeie S3OILY PPROVIIES TITADN 36 OGANI=] maciCal SO, IRpatient Deds, Madcal searaces,
and continuous nursing services for the diagnosis and neatment of pafents.

[] Ukensad Hursing Care incithition - The abowe location s a health care instiulion providing Inpatent beds or nesident beds and
RUFSING SErVices I PErsons whi need NUFSNg SEn0es On S Continuing basis but wha &0 Not neguine hospdsl cane or direct daily
care from a physidan.

[ Ucenced Recidential Care instifistion - The above iccafion is a heaith cans InsStuSion other than & Fospital or a nursing cans
insifution that provides resident beds or residential unks, supervisory care senvioes, personal care service, dnecied care services |
or FEaRh-rE At SETVICES foF DErSons.

[ Aesidential Care Fasiiity Opsrated In Conjunaticn with & Lisensad Nursing Care insisturiion - The above iombon provdes
medical, nursing, or healfrreisted senices for nesidents of e residentisl unis and |s operabed In conjunciion with a Scensed
Rursing Cane iRstiution.

[Jueanced Fidney Dialysk: Canber - The abowe location provides medical, Rarsing or healrrsatsd senioes and I not ued o

held for profi.

F. Corbhcabion

& wenoor that has reason to belleve that the Cartficate I= not accurate or complsts will not be relisved of the
burdsn of proving sntiiement to the sxsmpion. 4 vendor that a Cartificate In good falth will be rellsved
of the burten of prool and the purchasar may be required fo setabllan the accuracy of the claimad axsmphon. IT
tha purchassr cannot sstablish the accuracy and completanaas of tha Infcmmation provided In the Cartificats, tha
purchassr ks llabis 5or an amount squal o the tranaaction priviiege tax. penalty and iIntsraat whilch the venoor would
hawe besn requirsd to pay I the ventor had not accspied the Certificats. Misuss of this Certiflcate will subject the
purchassr to payment of the & FLS. § 42-5009 amount squal to any tax, penalfy or Intsrsat. Wilkul misuss of Mis
Cartificate will subject the purchasss to eriminal penalties of a felony pursuant to AR S. § 42-1127(B).

Corinued on pege 2

L -:Fl'htl't.llrﬂ'ne] hereby cestify that thase iransactions) ans
from Arizona ransaction privilege 1ax and thal e Inomation on his Certifleate IS rue, accurale and complete.
Funner If purchasing or leasing as an agent of oMices, | cersfy that | am authorized fo execute this Certificate on behail of

e purchaser named above.

EOHATURE OF PURCHASER REPRESENTATIVE DATE TITLE

AR I | M Foae 50 Paga T
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Form 5000M

Mon-TPT Licensed Contractor
Certificate (MRRA Project)
» Uss Fom 5000M only to maks purchases of tangible parsonal property that are statutorily sssmpt from stats

or city tax and the exemption ke avallabls to 3 non-TPT llcenssd contractor for an MRRA projsct pursuant o
ARS. § 43-5008.01(S){5). ANl other purchasss by an MRRA contractor ans taxabls at tha time of purchass.

Thiz Cerficabs i3 prescribed by the Depanment of Reveras pursuant B ARZ. § 42-500% and perains only o Malmsrance,
Repal, Replacement or Alteraion "MRRAT projects. This Cenficate provides dotumentation 10 alkow & coftacion Sat does: not|
have a TFT lioense o purchase cerfain tanglble personal property exempt fom TPT or use fax, when a specfic deduction under|
ARLE. §42-5061 authorizes such aparthase. itlsio be flled cuff compiefely by e purchaser and fumished o the vendor at e Bme of |
sale, who must be able to accepd the Certficate In good faih. incompieie Certificaiss are not considered o b= accepi=d In good Tath.

. T i Tiarssecsion Canifone
e e Rabon Mo [T N
Thinsgh,
Al it T 2P Code
I Viow s chocas speciic defes

i will e v o ey
it 1 pmailth g |

VaraoT . e

C. Precise Mahure of Purchaser’'s Business:

O ~comeus Dais
R of ecrareny

O

o (M) [Soler Dervicn|
T WRRA Project Locted on ndien R ivaticn wies
u

ackan Tibe of an Afleted nden pursoend te A RS § 50

Oigaration Ressenial A Hosing

[m ] Cumiitying Health Scoences Edurations mttuton SMRRLA Froer General Contectoer e TRT o and pririched
[m ] S50 [ Oiganitaton Disetled Parmons’ Feb biltaticn Prognem Faimn 5005 1o MoneTPT Licasted Cornector b in A above

“anach Aszom Dept of Fevenus lefer ssued 1o ongenie ation “hpwch Arivors Commet ca Aoty Catifioston “=inwch Fom 5005
F. MRRA Project Cusiomer ard Address:

i O Eusirems O Fsdenta

Trchec] Sl Ao ity Tt o

G Certificobion
A vendor that hac reacon fo bedleve that thic Certifloate k not 2ccurabe or complete will not be redieved of the burden of proving

may of the olalmed susmption. ¥ the purchacsr SCiMCh Cre BN
and oompletanscs of e Information proviced In tha Certifloxts. pusrohacar I llabie for an amcun sgual to any taEsc tha the)
EIaT WOL N Nawve D to pay, pluc mnd to ARE. § £2-S00E0. The tax sy will be bacesd)

sisics & felony purcuant bo A.R.3. § 42-113TE]

L, {print full name) hersby cedify at the tangible personal property)
described above Is purchased for Incorporaiion inio 3 MRRA project, and |s authorizad under ARLS. § 42-5051. | ceriily
hat the Information on Tis Certificate Is true, accurate and complete.

e e e L e N T L T 3 S

ADOR: 11255 | T P =
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Form 5005

Arizona Department of Revenue

Contractor's Certificate
Prime Contracting and MRRA

The pupose of Bhis form i o provide a subcontracior with the validation reguired %or prime contracting ransacton privilege tax (TFPT)
exe=mpdon, and for exempion fom |labiity for an amount =gual o retall TFT on maierals noorporated or fsbricabed inho mainterance,
repain, replacement or aberafion (MRRA) projects. The form can be provided for a particular project, for a period of Bme, or wntl
revoked Thizs certficate establizshes Iabity for e prime contracting TFT and'or = amount egual to the retall TFT; thenefore, & must|
be compisted by Bhe contracior assuming Be Eabilty. The asierished () bems must be compieted; othemaise, e cerfficate s not valld.
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2016

TPT Legislation




HB 2326
A.R.S. § 42-5061(A)(42)
Deduction Code 520

* Agricultural Animal Feed

— This bill basically clears up any confusion about whether a farm or feed
producer is required to obtain exemption certificates or resale
certificates. (It is not.)

— This bill also amends A.R.S. § 42-5061 to provide a NEW exemption for
sales of livestock and poultry to persons in the business of farming,
ranching, or producing livestock or poultry. HB 2326 also expands the
exemption for sales of livestock and poultry or sales of livestock or
poultry feed, salts vitamins or other additives, to include sales to
persons for consumption by their own livestock or poultry.

— General effective date — 8/6/16




HB 2536
A.R.S. § 42-5061(A)(60)
Deduction Code 773 (New)

Fine art sold by art galleries and art auctions amends the retail classification by

adding a deduction for sales of works of fine art at an art auction or gallery in
this state to nonresidents of this state for use outside this state if the vendor
ships or delivers the work of fine art to a destination outside this state.

 "Work of fine art" as defined by reference to A.R.S. § 44-1771 means:

[a]n original or multiple original art work which is:

(a) A visual rendition, including a painting, drawing, sculpture, mosaic or
photograph.

(b) A work of calligraphy.

(c) A work of graphic art, including an etching, lithograph, offset print or silk screen.

(d) A craft work in materials, including clay, textile, fiber, wood, metal, plastic or
glass.

(e) A work in mixed media, including a collage or a work consisting of any
combination of subdivisions (a) through (d).

Effective the first day of the month following the general effective date (September 1, 2016).
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HB 2674
A.R.S. § 42-5073
Deduction Code 735 (New)

e Amateur races

— Excludes entry fees to certain running, walking, swimming or bicycle
riding events as income under the amusement classification until
March 1, 2017.

— After March 1, 2017, entry fees paid to participate in such events are
excluded only if the events are operated or conducted by a 501(c)(3)
nonprofit organization.




HB 2676
A.R.S. § 42-5063(C)(6)
Deduction Code 710

e Sales of electricity and natural gas to manufacturers and
smelters

Amends 42-5063 to require utility businesses claiming the deduction
to provide a list of manufacturers and smelters for which the
deduction was taken to the department on a monthly basis

No longer requires that 51% of the electricity, natural gas or propane
be used in manufacturing

Deletes the term “principally engaged”

Amends the definition of “manufacturing” to include fabrication and
processing

Defines “qualified manufacturing business”
Applies prospectively from and after 12/31/16




SB 1350
A.R.S. §§ 42-5076 and 42-6009

Establishes a mechanism, beginning in 2017, for an online
lodging marketplace to voluntarily agree to be a licensed
taxpayer in order to file and pay State and municipal TPT on
behalf of its client owners that offer residential short-term

vacation rentals.

Effective from and after December 31, 2016




Changes to Expect When Filing
2016 Income Tax Returns




Qualifying Charitable Organizations (QCO) and Qualifying
Foster Care Charitable Organizations (QFCCO) Credits

* Beginning with the 2016 tax year, donations to QCOs and QFCCOs
are claimed as separate credits with separate limitations for each,
rather than combined limitations.

* Donations to QCOs (not including QFCCOs) will still be claimed on
Arizona Form 321. Donations to QFCCOs will now be claimed on
Arizona Form 352. Any unused Carryover from prior to 2016 must
be claimed on Arizona Form 321.

* The maximum credit for contributions to a QCO is $400 ( $800 for
MPFJ).

* The maximum credit for contributions to a QFCCO is $500 ($1,000
for MFJ).

* Also new for 2016, donations may be made through April 15
following the close of the tax year.

¥ For more information see Arizona Publication 710.
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Bonus Depreciation for Individuals

For property placed in service in taxable years beginning from and
after 12/31/2015 (2016), individuals will be allowed depreciation
based on bonus depreciation that is 55% of the federal bonus
depreciation (was 10%).

For property placed in service in taxable years beginning from and
after 12/31/2016, individuals are allowed 100% of the federal
depreciation.

Note: partnership returns apply the additions and subtractions
allowed to individuals. Therefore, the bonus depreciation
adjustments that apply to individuals also apply to partnerships.

See Arizona Individual Income Tax Procedure ITP 16-2 for examples
of the computations for each year.




Qualified Facility Income Tax Credit
Background

A “qualified Facility” means a facility in Arizona that devotes at least 80% of
the property and payroll at the facility to qualified manufacturing,
headquarters, or research. At least 65% of the revenue must be from out-of-
state.

The credit must go through an approval process with the Arizona Commerce
Authority. This credit and the Renewable Energy Industry Credit share a
combined yearly cap of S70M.

The credit is a refundable credit paid out over 5 years.

The credit is based on the lesser 10% of either:
— qualified investment in the facility, or
— $200,000 per each net new full-time position at the qualified facility.




Qualified Facility Income Tax Credit
Changes

e Under prior law 51% of the net new full-time employment
positions at the qualified facility pay a wage that equals or
exceeds 125% of the median annual wage in this state
($43,343).

* The new law (effective 8/6/2016) requires 125% of the
median annual wage for production occupations in Arizona
(539,260). In the case of a qualified facility in a rural location,
the requirement is reduced to 100% of the median annual
wage for production occupations in Arizona (531,408).




Qualified Facility Income Tax Credit
Changes

* The portion of employee health insurance cost (at the facility)
that is required to be covered by the applicant is reduced
from 80% to 65%.

* Arizona Commerce Authority may not preapprove applicants
after 12/31/2022 (was 2019).

* The definition of qualified investment was amended to allow
costs spent by a third party developer with respect to the
qualified facility if the qualified facility is a build-to-suit facility
leased by the taxpayer.




Qualified Facility Income Tax Credit
Changes

Each year after the post-approval of the credit when the
taxpayer files their return the taxpayer shall reduce the
amount of the credit claimed for the taxable year by $4,000
for each employment position (for which a credit was
claimed) that was vacant for more than 150 days from the
date the position was first filled to the end of that tax year.




Miscellaneous Individual Income Changes

Credit for contribution to Private School Tuition Organizations (Form 323)
was adjusted for inflation. For 2016 the limit is $545 ($1090 for MFJ).

Credit for contribution to Private School Tuition Organizations (Form 348)
was adjusted for inflation. For 2016 the limit is $542 ($1083 for MFJ).

The credit for contributions to public schools (Form 322) was amended to
change the definition of extracurricular activities to say that they may
require an enrolled student to pay a fee. The word may was added. In
addition, training through the school for cardiopulmonary resuscitation
training now qualifies for credit monies.

Tax brackets adjusted for inflation.
The standard deduction was indexed for inflation in 2016:

— Single or married filing separate is $5,099 (was $5,091)
» Head of household or married filing joint is $10,189 (was $10,173)




Miscellaneous Corporate Income Changes

* Tax Rate Changes - The corporate income tax rate is reduced
as follows:

— 5.5% (was 6%) for taxable years beginning from and after December
31, 2015 through December 31, 2016

— 4.9% for taxable years beginning from and after December 31, 2016
* Apportionment Changes —

— For years beginning in 2016, the enhanced apportionment ratio is
adjusted to 95% sales factor, 2.5% property factor and 2.5% payroll
factor (was 90%, 5% and 5% respectively).

— For years beginning in 2016, a qualified multistate service provider
may elect to calculate the sales factor for the service income using
95% market sales and 5% income producing activity sales.




Income Tax Changes That May
Allow Refunds From Prior Years.




Wrongful Incarceration Exclusion

* Arizona conformed to a federal change that allows an
exclusion from income for civil damages, restitution, or other
monetary awards received by a wrongfully incarcerated

individual if they relate to his or her covered offense for which
he or she was convicted.

* The person must have been convicted of a criminal offense
under federal or state law.




Wrongful Incarceration Exclusion

* The taxpayer served all or part of a sentence of
imprisonment relating to the criminal offense and meets one
of the following requirements:

— The individual was pardoned, granted clemency, or granted amnesty
for that covered offense, because the individual was innocent of that
covered offense; or

— The judgement of conviction for the individual for that covered offense
was reversed or vacated and the indictment, information, or other
accusatory instrument for that covered offense was dismissed; or

— The judgement of conviction for the individual for that covered offense
was reversed or vacated and the individual was found not guilty at a
new trial after the judgment of conviction for that covered offense was

w reversed or vacated.




Wrongful Incarceration Exclusion Refund Claims

 The change applies to all past, present, and future years.
However, like the federal requirement, any amended returns
for years prior to 2012 must be filed by December 19, 2016.

* There are specific requirements regarding the filing of these
amended returns.

* For more information regarding this new exclusion and for the
proper way to file refund requests see Arizona Publication 711
available on the Department’s website.




Native American Settlement Fund Refunds

The Native American Settlement Fund was established on July
1, 2016 to refund Arizona income tax erroneously withheld
from Native Americans who served in the military while
claiming tribal land as their domicile.

The fund is $2,000,000. 5% is allocated to the Department of
Revenue and 5% to the Department of Veterans’ Services for
Administration.

Refunds may only be granted for 1993 through 2005.

Refunds are on a first come, first served basis until the fund is
exhausted.




Native American Settlement Fund Refunds

* Who may Claim? Native American veterans who had Arizona
income tax withheld from their active military pay while domiciled
on the reservation. If veteran is deceased the surviving spouse or
personal representative may make a claim. If anyone other than the
surviving spouse or personal representative (e.g., child of the
veteran) makes a claim they must show the value of decedent’s
estate was less than $30,000.

 What are the application forms? Arizona Form NASF for general
claims, Arizona Form NASF-D is an additional form for claimants if
the veteran is deceased and Arizona Form NASF-RS is a form used
to substantiate the veteran’s residency.




Native American Settlement Fund Refunds

Application Process: Claimant sends completed paper work to
Department of Veterans’ Services. Veterans’ Services has 210 days
to accept or reject the claim. Approved claims are then sent to the
Department of Revenue. The Department of Revenue has 210 days
to approve or reject claims. The Department of Revenue will issue
refunds to claimants with valid claims.

Years fund is open: The fund is established July 1, 2016. The
Department of Veterans’ Service may not accept claims after
December 31, 2017. The Department of Revenue will not grant
refunds after June 30, 2019. Any money left in the Fund on July 1,
2019 will be swept into the general fund.




Native American Settlement Fund Refunds

e What does claimant have to demonstrate?

Produce evidence of military service (DD-214). The Department of
Veterans’ Services will request from DOD if needed.

Sign a statement they were an enrolled member of the tribe while serving
in the military

Produce evidence of domicile while serving in the military

Show state income tax was withheld (DOR will attempt to aid Veterans in
obtaining old W-2's)
Sign a statement the state income tax was not refunded

The Department is currently working with the Department of Veterans’
Services to finalize the process. A notice will be posted on AZDOR.gov when
Taxpayer’s can begin filing requests with the Department of Veterans’
Services.




Partnership Issues




Partnership Due Date

* Arizona has conformed to federal changes to the partnership
filing deadline. For 2016 returns filed in 2017, the new
deadline is the 15t day of the 3" month. This allows time for
the partners to file after receiving the partnership

information. Partnership extensions will now be for 6 months
rather than 5.




Federal Partnership Audits

* For taxable years beginning in 2018, all partnerships, other than those with less than
100 partners that opt out, will fall under new requirements that allow the IRS to assess
an imputed tax at the partnership level. Audit adjustments will be assessed at the
partnership level but the partnership may elect to push the tax out to the partners to
report the amount as an additional tax on the current return. Partnerships may elect
the new treatment for 2016 and 2017.

— For Arizona purposes if the partnership tax is paid at the partnership level for federal purposes, the
tax will be paid at the partnership level for Arizona.

— If the partnership elected to have the tax passed through to the partners at the federal level (and
paid with the current return), for Arizona purposes the partnership will be required to report to each
partner and the Department the partners share of the adjustments that made up the imputed tax
(other than credits) within 90 days of the federal adjustment becoming final. If the partnership does
not report to the partners within the required 90 days the partnership will be required to pay the tax
at the partnership level. If the partnership does report to the partners timely, the partners will have
150 days from when the federal assessment became final (i.e. an additional 60 days).

— The Department is working on a new partnership form and instructions to be used by those
partnerships that make the election for the new federal law to apply to 2016 and that are assessed
for 2016. At this point we believe the new form will be Arizona Form 165PA (the PA stands for
Partnership Adjustment).
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Questions?




