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   COMMITTEE ON WAYS AND MEANS 
   February 21, 2005 

ARIZONA HOUSE OF REPRESENTATIVES 
Forty-seventh Legislature – First Regular Session 

 
COMMITTEE ON WAYS AND MEANS 

 
Minutes of Meeting 

Monday, February 21, 2005 
House Hearing Room 4  --  1:30 p.m. 

 
 
Chairman Huffman called the meeting to order at 1:44 p.m. and attendance was noted by the 
secretary. 
 

Members Present 
 
Mr. Brown Mrs. Landrum Taylor Mr. Stump 
Mrs. Gorman Mr. Nichols Mr. Yarbrough, Vice-Chairman 
Mrs. Kirkpatrick Ms. Reagan Mr. Huffman, Chairman 

 
Committee Action 

 
H.B. 2055 – DPA (6-3-0-0) – S/E   H.B. 2060 – DPA (6-3-0-0) 
H.B. 2139 – DP (6-3-0-0)    H.B. 2211 – DPA (6-2-0-1) – S/E 
H.B. 2252 – DPA (8-0-0-1)    H.B. 2626 – DPA (8-0-0-1) 
H.B. 2634 – DPA (8-0-0-1) – S/E   H.B. 2642 – DP (8-0-0-1) 
H.C.R. 2006 – DP (8-0-0-1) 
 

Speakers Present 
 

Kitty Decker, Senior Economist/Majority Research Staff 
Names of persons who did not speak, pages 2, 3, 4, 6, 10, 11, 12, 14, 15 and 16 
Representative John Nelson, Sponsor of H.C.R. 2006 
Kevin Adam, Legislative Coordinator, League of Arizona Cities and Towns 
Cathy Connolly, Executive Director, League of Arizona Cities and Towns 
John Wayne Gonzales, Legislative Liaison, City of Phoenix 
Ann Dumenil, Attorney, Cox Communications 
Kevin McCarthy, President, Arizona Tax Research Association 
Barry Broome, President, Greater Phoenix Economic Council (GPEC) 
Dr. Frederick Treyz, Regional Economic Models, Incorporated 
Elizabeth Hudgins, Lobbyist, Children’s Action Alliance 
Samantha Fearn, Manager of Government Relations, Honeywell 
Ray Rossi, Director, External Tax Affairs, Intel Corporation 
Brian Wentzel, Majority Intern 
Representative Andy Biggs, Sponsor of H.B. 2626 
Jill Casson Owen, Attorney, Williams Gateway Airport Authority 
Richard Powell, Vice President for Research, Graduate Studies, and Economic Development, 

University of Arizona 
Todd Bankofier, President & Chief Executive Officer, Arizona Technology Council 
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Walter Dudley, Accountant, Arizona Society of Practicing Accountants 
Barb Dickerson, Chair, Tax Practitioner Committee, Arizona Tax Research Association 
Anthony Forschino, Legislative Liaison, Arizona Department of Revenue 
Fred Rosenfeld, Attorney, representing self 
Lee Miller, Lobbyist, Arizona Fire District Association 
Representative Ben Miranda, Sponsor of H.B. 2642 
 
CONSIDERATION OF BILLS 
 
H.C.R. 2006, municipal debt; capacity – DO PASS 
 

Vice-Chairman Yarbrough moved that H.C.R. 2006 do pass. 
 

Kitty Decker, Senior Economist/Majority Research Staff, explained that H.C.R. 2006 allows 
political subdivisions of the state (cities, towns, school districts, and counties) to incur debt up to 
20 percent of the taxable property value (instead of the current 6 percent cap) within the city or 
town for public safety, law enforcement, fire and emergency service facilities, as well as streets 
and transportation facilities (Summary, Attachment 1). 
 
Names of persons in favor of H.C.R. 2006 who did not speak: 
 
 C. Mary Okoye, Director, Intergovernmental Relations, City of Tucson 

Jerene Watson, Director, Community Initiatives Department, City of Goodyear 
Sintra Hoffman, Intergovernmental Relations Liaison, City of Surprise 
Norris Nordvold, Intergovernmental Affairs Director, City of Phoenix 
Amber Wakeman, Government Relations, City of Tempe 
Stephanie Prybyl, Intergovernmental Affairs Manager, City of Avondale 
Jim Huling, Assistant to the City Manager, City of Mesa 
Pete Wertheim, Intergovernmental Affairs Coordinator, City of Peoria 
Meghaen Duger, Lobbyist, American Life Star 
Steve Kemp, City Attorney, City of Peoria 
Jack Lunsford, President & Chief Executive Officer, WESTMARC 
Patrice Kraus, Intergovernmental Affairs Coordinator, City of Chandler 
 

Representative John Nelson, Sponsor, stated that when the State Constitution was originally 
formed, costs were allocated to the two different categories based on what was going on at that 
time.  Since then, the cost to build a building or mile of street compared to a mile of water or 
sewer lines is dramatically different.  Many of the street programs and fire and police buildings 
are typically bond funded and paid off by the general revenues of the city.  This legislation 
brings a realistic approach toward allowing cities to build and pay for these particular features at 
today’s costs. 
 
Chairman Huffman opined that this is an important issue the Legislature needs to deal with.  He 
pointed out that in order for the legislation to take effect, it must go to the ballot, then the local 
municipalities would have to have a bond election, which eliminates concerns about raising taxes 
through legislation. 
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Kevin Adam, Legislative Coordinator, League of Arizona Cities and Towns, in favor of  
H.C.R. 2006, pointed out that the mayors voted at an annual conference to make this a legislative 
priority for the upcoming year.  With the demands for transportation and public safety, 
particularly with the explosive population growth, the ability to finance adequate infrastructure 
for that growth remains a challenge for cities and towns.  This legislation gives the public an 
opportunity to vote on the issue.  If it passes, the city or town would have to place the issue on 
the local ballot before the additional authority could be used. 
 

Question was called on the motion that H.C.R. 2006 do pass.  The motion 
carried by a roll call vote of 8-0-0-1 (Attachment 2). 
 

H.B. 2055, urban revenue sharing; percentage – DO PASS AMENDED – S/E 
 S/E:  MUNICIPAL SALES TAX; REFUNDS 
 

Vice-Chairman Yarbrough moved that H.B. 2055 do pass. 
 
Vice-Chairman Yarbrough moved that the five-page proposed Huffman S/E 
amendment to H.B. 2055 dated 2/16/05 7:03 PM (Attachment 3) be adopted. 
 

Kitty Decker, Senior Economist/Majority Research Staff explained that the proposed S/E 
amendment to H.B. 2055 provides procedures for a claim for a refund or credit of municipal 
transaction privilege taxes (TPT) (Summary, Attachment 4).  She advised that a law was passed 
requiring that if someone asks for a refund or credit on state TPT that was overpaid, the refund or 
credit goes to the business/taxpayer and is not passed on to customers.  That is because the TPT 
burden in Arizona is on the business and not the purchaser, like other states with a true sales tax.  
The proposed S/E amendment allows the same kind of treatment for cities. 
 
Chairman Huffman stated that since Arizona has a TPT and the burden of paying the taxes is on 
the business owner, businesses are allowed to collect sales taxes from entities like the federal 
government that will not pay sales taxes, which brings hundreds of millions of dollars to the 
state.   
 
Names of persons in favor of H.B. 2055 who did not speak: 
 

Susan Anable, Manager, Government Relations, Cox Communications 
Janel Razook, Member, Tax Practitioner’s Committee, Arizona Tax Research 

Association 
Gretchen Kitchel, Senior Public Affairs Representative, Pinnacle West Capital 

Corporation 
Barb Dickerson, Chair, Tax Practitioner Committee, Arizona Tax Research Association 
Lawrence T. Lucero, Manager, Government Affairs, Tucson Electric Power Company 
Jay Kaprosy, Vice President of Public Affairs, Greater Phoenix Chamber of Commerce 
Kevin Moran, Director, Public Affairs, Cox Communications 
 

Names of persons opposed to H.B. 2055 who did not speak: 
 

Stephanie Prybyl, Intergovernmental Affairs Manager, City of Avondale 
Steve Olson, Government Relations Director, City of Scottsdale 
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Jim Huling, Assistant to the City Manager, City of Mesa 
Patrice Kraus, Intergovernmental Affairs Coordinator, City of Chandler 
 

Cathy Connolly, Executive Director, League of Arizona Cities and Towns, opposed H.B. 2055.  
She related that the Municipal Tax Code Commission, which would ordinarily have jurisdiction 
over a change to the Model City Tax Code (MCTC), met on Friday to discuss this particular 
issue.  The Commission heard about two-and-one-half hours of testimony because this is a fairly 
complicated and contentious issue, with city tax administrators feeling very strongly that the 
MCTC takes the correct approach, and the business community indicating that the language in 
the S/E amendment is preferable.  The Commission came up with certain things that should be 
changed in the MCTC: 
 

• Establish processing and completion deadlines for the city and the taxpayer. 
• Establish a taxpayer’s appeals process in case of failure to meet deadlines. 
• Clarify minimum requirements to begin processing refund requests. 
• Establish interest on the refund to be paid by the city at the rate earned by the city. 

 
Ms. Connolly stated that the handling of refunds and interest was not addressed by the 
commission due to lack of time, so another meeting will be held in a month to try to reach a 
conclusion on this issue.  Kevin McCarthy has been working with sales tax administrators on this 
issue for some time, but the commission would like additional time to work with the business 
community. 
 
Speaking as a League representative, Ms. Connolly indicated that the cities are governed by the 
MCTC for local sales tax practices.  When the state pre-empts that, the MCTC may say one thing 
while state law may say another, which creates confusion.  That is why the commission works 
cooperatively with the business community when problems arise with the MCTC.  The 
commission only heard this issue on Friday, which is probably her fault as it should have been 
moved up to a policy discussion earlier.  The commission members and city elected officials 
believe that when tax money is collected, people believe they are paying the tax money for tax 
purposes.  If the tax is collected incorrectly, there should be some provision for that money to go 
back to the consumer rather than the business. 
 
Chairman Huffman remarked that this issue has been around for at least two years, so he 
wonders why this was not discussed earlier.  He does not disagree that taxes should be given 
back to people who paid them; however, if a business was short on collecting TPT, individual 
customers would not be told that more money is owed.  Since the liability is on the business to 
collect TPT, the liability should be on the business to return it if an overpayment is made.  He 
asked what justification cities have to keep the money. 
 
Ms. Connolly responded that under the MCTC, the business has to show that the money is going 
back to the consumer who paid it.  If the consumer cannot be found or proof cannot be provided 
of who paid it, there are two alternatives, i.e., either the taxpayer gets it back or the government 
keeps it for a governmental purpose.  The MCTC currently states that if it cannot be returned to 
the original consumer, it is better for the government to keep the money for some public purpose 
than reward the business for that activity. 
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Chairman Huffman asked if the cities would be willing to forego revenue if he introduced a bill 
next year regarding a business underpaying the TPT that is not able to determine which customer 
underpaid.  Ms. Connolly responded no.  Mr. Huffman remarked that the business would be 
responsible for paying the taxes in that situation; however, when it comes to overpaying, the 
argument is that the government gets to keep the money.  Either way the government wins.   
 
John Wayne Gonzales, Legislative Liaison, City of Phoenix, spoke in opposition to H.B. 2055.  
He commented that there are provisions in the proposed S/E amendment that can be worked on 
and fine tuned.  The MCTC clearly states that the customer, and not the company, should keep 
the money.  Perhaps an amendment could be drafted so that if the business cannot find the 
customer, an arrangement could be worked out where the tax could be shared with customers. 
 
Ann Dumenil, Attorney, Cox Communications, spoke in favor of H.B. 2055.  She submitted that 
the proposed S/E amendment is necessary to stem problems businesses are having with cities and 
towns in obtaining refunds for taxes that are not lawfully owed.  Cities and towns have created 
all sorts of unreasonable barriers on refund claims that make it difficult, if not impossible, for a 
business to obtain a refund.  This is a uniformity bill, and the fair cure is to require the cities and 
towns to conform their treatment of tax refunds and interest to that of the state.   
 
Kevin McCarthy, President, Arizona Tax Research Association, testified in favor of H.B. 2055.  
He related that the MCTC Commission was established by the Legislature to provide a small 
degree of sanity to a sales tax system that leaves a lot to be desired.  There is a state tax code in 
state law and a city sales tax code that is very different city to city, which were pulled together 
and incorporated into the MCTC.  Working through the MCTC Commission serves the state well 
at times with one proviso, which is getting city tax administrators to agree with their view of the 
world.  One year would be a short time frame to describe how long the cities have been dealt 
with on this issue, and Friday at the commission was the first time there was any indication the 
cities would not cooperate.     
 
Mr. McCarthy said if a business owner does not itemize the tax the business owes, there is no 
problem obtaining refunds from the cities.  It is only when the tax is itemized that a problem 
occurs.  If this remains the policy, for most businesses that have multiple customers it would be 
impossible to obtain a refund to track down all of the customers that were a part of some 
payment that was found to have been an over-collection.  The value judgment, not the legal 
argument, made on this is that it is better for the government to keep this money.  He challenged 
the premise that it is the best place for the money to stay when the tax liability is on the business 
owner. 
 

Question was called on the motion that the five-page proposed Huffman S/E 
amendment to H.B. 2055 dated 2/16/05 7:03 PM (Attachment 3) be adopted.  
The motion carried. 
 
Vice-Chairman Yarbrough moved that H.B. 2055 as amended do pass.  The 
motion carried by a roll call vote of 6-3-0-0 (Attachment 5). 
 

H.B. 2139, income tax; corporate sales factor – DO PASS 
 

Vice-Chairman Yarbrough moved that H.B. 2139 do pass. 
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Kitty Decker, Senior Economist/Majority Research Staff, explained that H.B. 2139 allows multi-
state corporations the option to use a 100 percent sales factor apportionment formula in order to 
determine the amount of income that is attributable to Arizona for corporate income tax 
purposes.  The 100 percent option is phased in over five years (Summary, Attachment 6). 
 
Names of persons in favor of H.B. 2139 who did not speak: 
 

Scott Peterson, Vice President of Public Affairs, Arizona Chamber of Commerce 
Wendy Briggs, Lobbyist, American Express 
Ian Calkins, Public Affairs, American Electronics Association 
Tom Dorn, Lobbyist, East Valley Chambers of Commerce Alliance 
Kevin McCarthy, President, Arizona Tax Research Association 
Eric Emmert, Vice President of Public Affairs, Tempe Chamber of Commerce 
Knox Kimberly, Lobbyist, Intel Corporation 
Jim Norton, President, Arizona Association of Industries; Goodrich 
Michael Preston Green, Lobbyist, Boeing Company 
Jay Kaprosy, Vice President of Public Affairs, Greater Phoenix Chamber of Commerce 
Patrice Kraus, Intergovernmental Affairs Coordinator, City of Chandler 
James Tunnell, Manager, Public Affairs, Arizona Association of Industries 
Russell Smoldon, Lobbyist, Salt River Project 
Todd Bankofier, President, Arizona Technology Council; representing self 
Meghaen Duger, Lobbyist, Sempra Energy 
 

Name of person opposed to H.B. 2139 who did not speak: 
 
 Jennifer Daily, Lobbyist, Arizona Education Association 
 
Name of person neutral on H.B. 2139 who did not speak: 
 
 Anthony Forschino, Legislative Liaison, Arizona Department of Revenue 
 
Chairman Huffman stated that this is a particularly poignant moment to hear this bill.  Intel 
announced that Arizona is one of three states under consideration for a potential $3 billion 
investment.  It has also been stated publicly several times by executives that one of the key 
factors that may make a difference in the decision could be this bill. 
 
Barry Broome, President & Chief Executive Officer, Greater Phoenix Economic Council 
(GPEC), neutral on H.B. 2139, stated that after an extensive Request for Procurement (RFP) 
process, Regional Economic Models, Incorporated (REMI) was chosen to conduct a study 
regarding moving toward the 100 percent sales factor. GPEC is looking forward to the 
opportunity to present findings of the report on an interim basis.  He introduced  
Dr. Frederick Treyz. 
 
Dr. Frederick Treyz, Regional Economic Models, Incorporated, stated that REMI was asked to 
determine the dynamic economic impact on the state and Greater Phoenix region of giving 
companies the option to move towards 100 percent sales factor when determining tax liability.  
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He reviewed the key findings (Executive Summary, Attachment 7) and indicated that the formal 
interim report should be available in a few weeks. 
 
Elizabeth Hudgins, Lobbyist, Children’s Action Alliance, opposed H.B. 2139.  She opined that 
this venture would be expensive and ineffective.  Analysis of a similar bill last year showed that 
it would cost $100 million from the General Fund each year once it is fully phased in, at a time 
when Arizona already has many neglected priorities that might face even worse neglect if the 
General Fund had $100 million less each year (Fact Sheet, Attachment 8).   
 
At Vice-Chairman Yarbrough’s request, she agreed to review Dr. Treyz’s study and provide him 
with a written response. 
 
Samantha Fearn, Manager of Government Relations, Honeywell, spoke in favor of H.B. 2139.  
She related that Honeywell has just under 14,000 employees.  It is the second-largest business in 
the state and the largest manufacturer.  The company pays an average annual salary of $61,000, 
and with benefits, $90,000.  The company has a $1 billion payroll and 1,300 suppliers in 
Arizona.  Of the suppliers, $726 million per year is spent in the state, which is 20 percent of their 
entire corporate spending in any state.  She related that 50.4 percent of the employees have a 
bachelor’s degree or higher, and one third are engineers.  High technology workers in Arizona 
earn about $60,000, so Honeywell is in line; however, compared to the average private sector 
worker, the technology worker makes 82 percent more. 
 
Ms. Fearn stated that one of Honeywell’s business units where about 11,000 employees work is 
in aerospace.  The company makes everything from avionics to ground proximity warning 
systems and engines.  At the Phoenix Airport, small engines are built for regional jet size 
applications and business jet applications.  The average timeline on engine development is 
between 8 and 12 years from startup to certification by the Federal Aviation Administration.  
Capital must be invested and no income or revenue of any kind is realized until the project is 
fully certified and the first sale is made.  During that time, the company pays payroll taxes, 
business personal property tax on the equipment, and real property tax on the footprint and land 
that is utilized, which is how the corporate sales factor formula currently works.  It is not 
necessarily triggered on sales, but rather when people are hired and investments are made.  This 
seems counterintuitive as a tax policy, which she hopes can be turned around by this bill.  This is 
a global economy and many activities are going offshore, but there are many activities in the 
aerospace and technology business that cannot go offshore; therefore, it becomes a state-by-state 
competition for those activities and high technology jobs.  Honeywell would like to make sure 
Arizona’s has a competitive edge to maintain those jobs and that business in Arizona.   
 
Ms. Fearn added one concern is that an enormous number of manufacturing jobs have already 
been lost, which has hit the state hard.  That is being made up in some respects by bringing in 
service sector jobs, but wage levels and the associated economic impact will not be as beneficial. 
 
Ray Rossi, Director, External Tax Affairs, Intel Corporation, spoke in favor of H.B. 2139.  He 
related that he is on the site selection team that visits potential sites for expansions or new 
investments. In choosing sites, Intel first looks at operating hurdles, such as infrastructure, 
workforce, education, and environmental concerns.  Arizona has the ability to host a facility.  
Intel is in its 25th year in Arizona with 9,500 employees, and $5 million to $7 million is put into 
the education community.  The second tier relates to cost where a 10-year model is used, and in 
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the tax area, some things apply.  Intel and its factories are very capital intensive and job 
intensive.  With capital intensity, property taxes are an issue, and sales tax is an issue.  Income 
tax is an issue because jobs and capital investment property are two of the three factors by which 
an apportionment of total income to be taxed by the state is assigned.  Craig Barrett, soon to be 
the Chairman of the Board and now the Chief Executive Officer of Intel, said publicly about a 
month ago that the income tax currently demotivates a company like Intel from further 
investment in the state.  Ten states already have single sales factor available to investors and five 
are considering it.   
 
Mr. Rossi indicated that Intel is considering further investment to update and modernize the plant 
and construct a new facility.  About a week ago, some people from the State of New York were 
entertained.  The Governor of New York has single sales factor on his agenda.  That state also 
has no tax on business personal property, a 10-year abatement on real property, a sales tax 
exemption for manufactured equipment and structures, an investment tax credit in the income tax 
area, and a jobs credit.  Currently, Intel does not have a facility in New York, but the company 
can operate in New York.  The bottom line is that this bill removes a disincentive.  He urged the 
Members to pass the bill. 
 
Mrs. Landrum Taylor said she understands the importance of bringing different manufacturing 
companies to Arizona to provide higher paying jobs, but a huge concern is the gamble the state 
takes on the possibility that a company may decide to make an investment in Arizona.  She 
would like to speak to the Sponsor about the possibility of an amendment to trigger tax 
incentives after a business truly makes an investment. 
 
Chairman Huffman asked how many states moved to the single apportionment factor and 
decided it was a mistake.  Mr. Rossi responded that in Massachusetts, for example, one company 
fell on hard times because defense business contracting was cut, so the successes were not 
necessarily as anticipated. Raytheon is now back in a hiring mode of  
400 to 500 engineers.  Studies conducted in Massachusetts by Ernst & Young concluded that 
returning to a double-weighted sales factor would cause a loss of 6,200 jobs in the state.  The 
Governor of Massachusetts proposed a number of business tax changes, but it appears that he 
prefers to remain with the single sales factor.  Overall, most of the studies that have been done 
indicated that the double-weighted sales factor apportionment formula is a disincentive.  Ten 
states have gone to the single sales factor and five states are actively considering it.  At one time, 
the debate related to the double-weighted sales factor, and over half the states went that way.  
The question is if Arizona wants to be in the middle of the pack, leading the pack, or bringing up 
the rear, which means the state would forego a chance of investments in the meantime because of 
the fact that this is a very competitive world. 
 
Mr. Rossi indicated to Mrs. Kirkpatrick that Intel is a hugely capital intensive business.  If the 
company builds a $3 billion factory, the CEO always said that with just the regular property tax 
applied on value anywhere, the company would be disproportionately taxed.  The jurisdictions in 
Arizona where Intel has wafer fabrication plants are in foreign trade zones, which bring the 
property tax within tolerable levels.   
 
Ms. Kirkpatrick said it seems that corporations such as Intel have already been given a major tax 
break by passage of the bill reducing the property tax assessment ratio for businesses.   
Chairman Huffman responded that the foreign trade zone cannot be duplicated all over the state, 
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which is why the assessment ratio is so important.  The assessment ratio bill would significantly 
benefit all suppliers that work with Intel.  Just changing the assessment ratio would not 
significantly impact decisions regarding investments.  This legislation holds the promise of being 
able to retain companies like Honeywell and Boeing, or potentially bringing new investments 
into the state, which is important. 
 
Chairman Huffman related to Mr. Brown that Intel is probably the vast majority of the tax base 
in a foreign trade zone, and he believes there are some other businesses, but not many.  Very 
specific requirements must be met for location in a foreign trade zone in Arizona.  There are 
actually far more businesses in enterprise zones, for example. 
 

Question was called on the motion that H.B. 2139 do pass.  The motion 
carried by a roll call vote of 6-3-0-0 (Attachment 9). 
 

H.B. 2626, military reuse zone incentives; extension – DO PASS AMENDED 
 

Vice-Chairman Yarbrough moved that H.B. 2626 do pass. 
 
Vice-Chairman Yarbrough moved that the 13-line proposed Huffman 
amendment to H.B. 2626 dated 2/18/05 9:46 AM (Attachment 10) be adopted. 
 

Brian Wentzel, Majority Intern, explained that H.B. 2626 extends the term for military reuse 
zones and the associated tax incentives from five years to ten years (Summary, Attachment 11).  
The proposed amendment clarifies that the Arizona Department of Commerce shall certify 
taxpayers who qualify for tax incentives in military use zones, changes the time frame for the tax 
incentives for taxpayers from being certified for ten years to five years, and changes the 
retroactivity date to June 20, 2001 (Attachment 10). 
 
Representative Andy Biggs, Sponsor, offered to answer questions and endorsed the proposed 
amendment. 
 
Mrs. Gorman asked the reason for changing the retroactivity date.  Mr. Biggs responded that he 
believes it is to coincide with initial passage of the bill and enactment of the law. 
 
Chairman Huffman said the language was amended to ensure that a retroactive General Fund tax 
liability is not created. 
 
Jill Casson Owen, Attorney, Williams Gateway Airport Authority, spoke in support of  
H.B. 2626.  She said this bill provides tax incentives for aerospace aviation services and entities 
providing those services and creating new jobs and making capital investments in military reuse 
zones.  The program is currently administered by the Arizona Department of Commerce (DOC).  
Taxpayers claiming these benefits must be certified by DOC and file annual reports.  All initial 
applications and subsequent annual reports must include employment goals and indicate progress 
towards the employment goals.  This legislation will streamline the process, improve 
efficiencies, and allow for more accurate data collection, thus yielding results more reflective of 
the benefits of the program  
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Name of person with a neutral position on H.B. 2626 who did not speak: 
 
 Anthony Forschino, Legislative Liaison, Arizona Department of Revenue 
 
Names of persons in favor of H.B. 2626 who did not speak: 
 
 Mike Gardner, Lobbyist, Williams Gateway Airport 
 Samantha Fearn, Manager of Government Relations, Honeywell 
 

Question was called on the motion that the 13-line proposed Huffman 
amendment to H.B. 2626 dated 2/18/05 9:46 AM (Attachment 10) be adopted.  
The motion carried. 
 
Vice-Chairman Yarbrough moved that H.B. 2626 as amended do pass.  The 
motion carried by a roll call vote of 8-0-0-1 (Attachment 12). 
 

H.B. 2634, tax credit; university research expenses – DO PASS AMENDED – S/E 
 S/E:  same subject matter 
 

Vice-Chairman Yarbrough moved that H.B. 2634 do pass. 
 
Vice-Chairman Yarbrough moved that the six-page proposed Reagan S/E 
amendment to H.B. 2634 dated 02/10/2005 5:35 PM (Attachment 13) be 
adopted. 
 

Kitty Decker, Senior Economist/Majority Research Staff, explained that the proposed S/E 
amendment to H.B. 2634 increases the amount of the income tax credit for research and 
development (R&D) when expenses consist of research at any state or private university in 
Arizona (Summary, Attachment 14). 
 
Ms. Reagan, Sponsor, emphasized that this is not a new tax credit.  It is currently a 20 percent 
credit that the bill changes to 30 percent if the R&D is done in one of the universities in Arizona, 
including Embry-Riddle Aeronautical University.  The credit is capped at $5 million per year for 
the next five years. 
 
Richard Powell, Vice President for Research, Graduate Studies, and Economic Development, 
University of Arizona (UA), testified in favor of H.B. 2634.  He said as a land grant institution, 
the UA has a mission to be part of the economic growth of the state in the future.  During his  
14 years at UA, he has been involved in trying to enhance efforts in economic development by 
serving on a number of committees established to develop economic plans for the future.  All of 
these activities identified one key element as the most important for providing the economic 
health of the state in the future, which is university-industry collaborations.  This legislation will 
stimulate more university-industry collaborations that will provide an economic benefit for the 
entire state. 
 
Todd Bankofier, President & Chief Executive Officer, Arizona Technology Council, spoke in 
favor of H.B. 2634.  He stated that currently companies with multi-location facilities across the 
country find Arizona not competitive from an R&D standpoint.  The tax credit is currently  
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20 percent.  This enhancement will incentivize companies to do more R&D in Arizona and build 
a strong relationship between the strong minds and research going on at universities and the 
strong subject matter expertise going on inside companies.  If those are blended, a better climate 
for innovation will be built, which is how Arizona will move forward.  The recent investment in 
university research facilities is a key component, and the new ideas that come from those 
collaborative bodies will start new companies.  Statistics show that new companies are created 
close to where the innovation was first launched.   
 
Mr. Bankofier related to Mrs. Kirkpatrick that the mere fact that industry people are standing 
before the Committee today in support of multiple pieces of legislation is a strong indication that 
something needs to happen.  For the majority of smaller companies trying to get a foothold in the 
marketplace, infrastructure issues that are most needed are access to capital and a stronger R&D 
environment.  For larger companies, sales factor is a huge issue, but overall, the business 
property tax assessment ratio is probably the most egregious. 
 
Names of persons in favor of H.B. 2634 who did not speak: 
 

Jennifer Boucek, Executive Assistant for Policy Affairs, Governor’s Office 
Eric Emmert, Vice President of Public Affairs, Tempe Chamber of Commerce 
Meghaen Duger, Lobbyist, Arizona Technology Council; Southern Arizona Technology 

Council 
Charlene Ledet, Special Assistant, State Relations, University of Arizona 
Hilary Juel, Government Affairs Manager, Intel Corporation 
James Tunnell, Manager, Public Affairs, Arizona Association of Industries 
Sandra Watson, Arizona Department of Commerce 
Ian Calkins, Public Affairs, American Electronics Association 
Steve Olson, Government Relations Director, City of Scottsdale 
 

Name of person with a neutral position on H.B. 2634 who did not speak: 
 
 Anthony Forschino, Legislative Liaison, Arizona Department of Revenue 
 

Question was called on the motion that the six-page proposed Reagan S/E 
amendment to H.B. 2634 dated 2/10/2005 5:35 PM (Attachment 13) be 
adopted.  The motion carried. 
 
Vice-Chairman Yarbrough moved that H.B. 2634 as amended do pass.  The 
motion carried by a roll call vote of 8-0-0-1 (Attachment 15). 
 

H.B. 2060, DOR; administration; enforcement – DO PASS AMENDED 
 

Vice-Chairman Yarbrough moved that H.B. 2060 do pass. 
 
Vice-Chairman Yarbrough moved that the nine-page proposed Huffman 
amendment to H.B. 2060 dated 2/16/05 5:34 PM (Attachment 16) be adopted. 
 

Kitty Decker, Senior Economist/Majority Research Staff, explained that H.B. 2060 provides 
several changes to the administration and enforcement of tax collections by the Arizona 
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Department of Revenue (DOR) (Summary, Attachment 17).  The proposed amendment contains 
the following provisions: 
 

• Changes the amount from $1,000 to $10,000 for members of the pass-through entities on 
the pro-rata or distributive share of income.  

• Places an effective date for withholding beginning the 2007 tax year giving DOR time to 
notify past due entities and non-residents that have to comply with the withholding 
requirements.  

• Sets forth dates, penalties, and interest provisions for noncompliance with non-
withholding provisions.  

• Removes the section relating to withholding for non-residents who sell real property in 
Arizona. 

• Removes the requirement that dividends received from a real estate investment trust be 
reported as income and not be included in a subtraction of dividends currently allowed by 
statute.   

 
Names of persons opposed to H.B. 2060 who did not speak: 
 

Mark Minter, Executive Director, Arizona Builders’ Alliance 
Jay Kaprosy, Vice President of Public Affairs, Greater Phoenix Chamber of Commerce 

 
Walter Dudley, Accountant, Arizona Society of Practicing Accountants, opposed H.B. 2060.  He 
stated that some provisions in the bill are worthwhile, but others could be improved or changed 
significantly.  He made the following points: 
 

• He is uneasy with more agencies being able to obtain tax information.  For example, the 
Registrar of Contractors would be able to not renew a contractor’s license if that person 
owes sales taxes, which may have some benefit, but a particular taxpayer could also be 
in dispute with DOR, and therefore, not current, and fall into the trap of having a 
problem renewing their license.   

• The bill states that taxes would be withheld on payments or pro-rata share of income to 
be done in a timely fashion, with a report by the due date of the entity’s return, which 
would be April 15 for many people, without any extensions.  From a practitioner’s view, 
it is not necessarily known what is income or simply return of principal or repayment of 
a loan until the dust clears, which could be when the tax return is completed.  That could 
be August 15 or October.   

• If a client announces to him in March, for example, that he and his friend began a 
partnership last year and some work needs to be done for the year before, there is a 
problem with the time gap, so he could not do what needs to be done since the year is 
over.   

• It is not clear what constitutes a non-resident.  There would be some monetary hits on 
people thought to be non-residents or that the business believes are non-residents. 

 
Chairman Huffman, Sponsor, remarked that the most important thing is not the resident status, 
but DOR is trying to figure out how to collect taxes for people with an Arizona tax liability.  He 
surmised that Mr. Dudley has some concerns about implementation, but not necessarily the 
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goals.  Mr. Dudley agreed, adding that he has no problem in working with DOR to make this bill 
workable. 
 
Barb Dickerson, Chair, Tax Practitioner Committee, Arizona Tax Research Association, opposed 
H.B. 2060.  She stated that discussions were held with DOR prior to the Committee and she is 
willing to work on some of the concerns with the bill and proposed amendment: 
 

• The disclosure of confidential tax information, especially to Weights and Measures and 
county environmental and health agencies, goes way beyond the intended tax 
administration purpose of the original confidentiality provision.  If there is disclosure 
beyond tax administration purposes, language should be included to expand the penalties 
for unauthorized disclosure of tax information to the agencies receiving the information. 

• Significant changes and concerns about the non-resident withholding have been rectified, 
and with the delayed effective date, some administrative matters can be worked out with 
DOR. 

• It is one thing to administer tax shelter legislation at the federal level where there is one 
agency defining what a tax shelter is and administering; however, at the state level, it is 
necessary to proceed with caution.  The concern in adopting some of the tax shelter 
provisions is that the state may not recognize the differences among the states that cause 
what are being called tax shelters.  Terms in the bill need to be defined and a process for 
public input is needed.   

• The proposed amendment imposes a mandatory penalty of 100 percent of the interest 
charge for a potential abusive tax shelter with no appeal.  Proposed session law says if the 
taxpayer is contacted prior to the effective date of the act and the taxpayer files an 
amended return within 60 days of the act, the penalty will be forgiven.  She is not sure 
what happens if DOR does not contact a taxpayer and seeks to assess the mandatory 
penalty later when there is no language for abatement.   

 
Anthony Forschino, Legislative Liaison, Arizona Department of Revenue, related that meetings 
were held and changes were made, but he understands the concerns presented and is willing to 
work on those. 
 

Question was called on the motion that the nine-page proposed Huffman 
amendment to H.B. 2060 dated 2/16/05 5:34 PM (Attachment 16) be adopted.  
The motion carried. 
 
Vice-Chairman Yarbrough moved that H.B. 2060 as amended do pass.  The 
motion carried by a roll call vote of 6-3-0-0 (Attachment 18). 
 

H.B. 2211, fire district bonds; technical corrections – DO PASS AMENDED – S/E 
 S/E: fire district bonds; board authority 
 

Vice-Chairman Yarbrough moved that H.B. 2211 do pass. 
 
Vice-Chairman Yarbrough moved that the 10-page proposed Huffman S/E 
amendment to H.B. 2211 dated 2/16/05 5:40 PM (Attachment 19) be adopted. 
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Brian Wentzel, Majority Intern, explained that the proposed S/E amendment to H.B. 2211 
changes the authority for bonding for fire district’s board of supervisors to the district board or 
the elected chief and secretary-treasurer for bonding activities and sets a new rate of $3.25 for 
the maximum amount of property tax a fire district can levy (Summary, Attachment 20). 
 
Names of persons in favor of the proposed S/E amendment to H.B. 2211 who did not speak: 
 
 Rebecca Blackburn, Government Affairs Director, Arizona Association of Counties 
 Craig Sullivan, Deputy Director, County Supervisors Association 

Jan Hauk, President, Arizona Fire District Association; Chief, Buckeye Valley Fire 
District 

 
Fred Rosenfeld, Attorney, representing self, testified in favor of the proposed S/E amendment to 
H.B. 2211.   He stated that in 1912, all bond elections and bonds were sold through the board of 
supervisors.  In 2005, only fire districts have to go through this procedure.  The reason for this 
bill is mainly because in the age of federal tax and federal securities liability, even touching 
bonds at the county level, could make the county liable.  The idea is to eliminate the supervisors 
and treat fire districts the same as any other special district. 
 
Lee Miller, Lobbyist, Arizona Fire District Association, spoke in favor of the proposed S/E 
amendment to H.B. 2211.  He indicated that the ultimate regulator of whether a bond offering is 
appropriate is the marketplace.  Bond underwriters and bond buyers will not buy a bond issuance 
if they do not believe, as in this case, that the fire district has the revenue now and in the future to 
service the debt incurred.  Also, fire districts are operating on the assumption that property tax 
relief will be provided for commercial property taxpayers this year, so there is concern by about 
30 of the 150 fire districts that alternative sources of revenue will have to be found to maintain 
revenue neutrality. Those 30 fire districts, however, would have no alternative source under 
existing law because they would be near or at the current $3 levy limit.  He said he appreciates 
Chairman Huffman providing a modest level of additional breathing room under their levy limit 
so that if commercial property taxpayers will be contributing less to the fire district, there is 
some flexibility to address revenue concerns. 
 

Question was called on the motion that the 10-page proposed Huffman S/E 
amendment to H.B. 2211 dated 2/16/05 5:40 PM (Attachment 19) be adopted.  
The motion carried.  
 
Vice-Chairman Yarbrough moved that H.B. 2211 as amended do pass.  The 
motion carried by a roll call vote of 6-2-0-1 (Attachment 21). 
 

H.B. 2642, tax check-off; national guard relief – DO PASS 
 

Vice-Chairman Yarbrough moved that H.B. 2642 do pass. 
 

Brian Wentzel, Majority Intern, explained that H.B. 2642 establishes the National Guard Relief 
Fund and an income tax check-off dedicated for the fund (Summary, Attachment 22). 
 



 
  COMMITTEE ON WAYS AND MEANS 
  February 21, 2005 15

Names of persons in favor of H.B. 2642 who did not speak: 
 

Becca Dean, Legislative Liaison, Department of Emergency & Military Affairs 
Bryan Ginter, Legislative District 6 Democratic Precinct Committee Person; representing 

self 
 

Representative Ben Miranda, Sponsor, stated that this bill provides added support to the National 
Guard for the sacrifices that are being made.  The fund is used for items like rent and mortgage 
payments, food and utility bills, and transportation and vehicle repair.  Sometimes support is 
provided if a person does not receive their salary on time.   
 
Anthony Forschino, Legislative Liaison, Arizona Department of Revenue, neutral on H.B. 2642, 
explained that someone receiving a refund who wishes to give it to this particular fund would 
check this box off indicating the amount, or the person can write a check if they want to give 
more.  The reporting provision requires DOR to report to the Department of Emergency and 
Military Affairs the amount of money given and transferred to the fund.  Administrative costs 
would be minimal because there is room on the income tax form for one more check-off. 
 

Question was called on the motion that H.B. 2642 do pass.  The motion 
carried by a roll call vote of 8-0-0-1 (Attachment 23). 
 

H.B. 2252, property tax administration – DO PASS AMENDED 
 

Vice-Chairman Yarbrough moved that H.B. 2252 do pass. 
 
Vice-Chairman Yarbrough moved that the two-page proposed Huffman 
amendment to H.B. 2252 dated 2/17/05 12:31 PM (Attachment 24) be 
adopted. 
 

Brian Wentzel, Majority Intern, explained that H.B. 2252 provides several changes to county 
treasurer’s procedures, including clarifying that the county treasurer or board of supervisors will 
act as the agent for the state for the collection of property tax liens that are assigned to the state, 
creates new time frames for foreclosure on tax liens, and extends the authority of a county to 
have an information fund (Summary, Attachment 25).  The proposed amendment contains the 
following provisions (Attachment 24). 
 

• Adds a section relating to water utility systems stating that tax liens shall be attached to 
all property, including real and personal, regardless of the taxing jurisdiction where such 
property is located, which clarifies that the entire system is attached to the lien. 

• Replaces the 10-year exemption removal on private tax liens so private tax liens can 
expire after 10 years of issue. 

• Contains a section of intent intended to clarify existing law about tax lien collection for 
the county treasurers and board of supervisors. 

 
Names of persons in favor of H.B. 2252 who did not speak: 
 

Lee Miller, Lobbyist, Arizona Fire District Association 
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Rebecca Blackburn, Government Affairs Director, Arizona Association of Counties 
Craig Sullivan, Deputy Director, County Supervisors Association 
Jan Hauk, President, Arizona Fire District Association; Chief, Buckeye Valley Fire 

District 
 
Question was called on the motion that the two-page proposed Huffman 
amendment to H.B. 2252 dated 2/17/05 12:31 PM (Attachment 24) be 
adopted.  The motion carried. 
 
Vice-Chairman Yarbrough moved that H.B. 2252 as amended do pass.  The 
motion carried by a roll call vote of 8-0-0-1 (Attachment 26). 
 

Without objection, the meeting adjourned at 4:18 p.m.  
 
 
 
      ________________________________  

     Linda Taylor, Committee Secretary 
     March 7, 2005 
 

(Original minutes, attachments, and tape are on file in the Office of the Chief Clerk.) 
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