ARIZONA HOUSE OF REPRESENTATIVES
Fiftieth Legidlature — First Regular Session

COMMITTEE ONWAYSAND MEANS
Minutes of Special Meeting

Thursday, January 20, 2011
House Hearing Room 1 -- 2:00 p.m. or on adjournment of floor

Chairman Harper called the meeting to order at 4:18 p.m. and attendance was noted by the
secretary.

Members Present
Mr. Chabin Mrs. Lesko Mr. Vogt, Vice-Chairman
Mr. Gallego Mr. Mesnard Mr. Harper, Chairman
Mr. Gray R Mr. Olson

M embers Absent

Mr. Farley (excused)

Committee Action

HB2008 — DPA (8-0-0-1) HCR2006 — NOT ASSIGNED
HB2069 — DPA (6-2-0-1)

INTRODUCTION OF STAFF

Chairman Harper introduced the Committee staff:
Daniel Gonzalez-Plumhoff —Majority Analyst
Alexander Blount — Majority Intern
Mark Bogart — Democratic Staff
Bryan Tom — Democratic Intern
Charly Laube — Committee Secretary
Kyle Briggin — Page
Charissa Wright — Page

ADOPTION OF COMMITTEE RULES

Chairman Harper asked if the Members had any questions or comments on the Committee Rules;
there were none.

Vice-Chairman Vogt moved that the Committee on Ways and Means Rules
dated January 10, 2011 (Attachment 1) be adopted. The motion carried.
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APPOINTMENT OF COMMITTEE OF REFERENCE

Chairman Harper appointed the following Members to the Committee of Reference:
Mr. Harper, Chairman
Mrs. Lesko
Mr. Mesnard
Mr. Farley
Mr. Gallego

CONSIDERATION OFBILLS

HB2008 - internal revenue code conformity — DO PASS AMENDED

Mr. Chabin inquired if the bill will be moved prior to testimony. Chairman Harper replied that
he will move the bill after testimony is heard. Discussion ensued.

Alexander Blount, House Majority Research Intern, informed the Committee that HB2008
conforms Arizonatax statutes to the Internal Revenue code (IRC) (Attachment 2).

Mr. Blount explained that the Harper two-page amendment dated 1/18/11 (Attachment 3) adds
additional federal provisions, makes a technical change, adds an emergency clause, and makes
certain provisions retroactive.

Chairman Harper asked what the fiscal impact would be of not passing this legisation.
Sean Laux, Legidative Liaison, Department of Revenue, testified in support of HB2008,

explaining that this is an agency bill to enable taxpayers to understand what their starting point
will be when filing taxes for the previous year.

Regarding the Chairman’s question about fiscal impact, Mr. Laux stated that it is complicated,
but that the Joint Legidative Budget Committee has estimated the cost to be $950,000, negative
to the General Fund.

Chairman Harper asked if there is a fiscal note on the amendment. Mr. Laux replied that the
amendment reflects the extension of the federal tax cuts, which had not yet been enacted when
this bill wasfiled. He added that the retroactive tax provisions will have little impact, and if any,
the impact would be positive.

Ryan DeMenna, Arizona Society of Certified Public Accountants, stated his support for
HB2008.

Chairman Harper announced the names of those who signed up in support of HB2008 but did not
speak:

Walter F. Dudley, Arizona Society of Practicing Accountants

Gretchen Kitchel, Pinnacle West Capital Corporation

Farrell Quinlan, National Federation of Independent Business

Jennifer Schuldt, Arizona Tax Research Association

Heather Bernacki, East Valley Chambers of Commerce Alliance
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Tom Dorn, East Valley Chambers of Commerce Alliance
Penny Allee Taylor, Southwest Gas

Larry Lucero, Tucson Electric Power

Eric Emmert, East Valey Chambers of Commerce Alliance

Vice-Chairman Vogt moved that HB2008 do pass.

Vice-Chairman Vogt moved that the Harper two-page amendment dated
1/18/11 (Attachment 3) be adopted. The motion carried.

Vice-Chairman Vogt moved that HB2008 as amended do pass. The motion
carried by aroll call vote of 8-0-0-1 (Attachment 4).

HCR?2006 - personal property tax exemption amount — NOT ASSIGNED

Chairman Harper announced that HCR2006 has not been assigned to the Committee.

HB2069 - corporateincome tax; salesfactor —DO PASS AMENDED

Daniel Gonzalez-Plumhoff, House Majority Research Analyst, explained that HB2069
conditionally alows a corporation outside Nonattainment Areas A and B the option to elect
either a double weighted sales factor or a 100 percent sales factor apportionment formula for
state income tax purposes. It permanently allows all corporations to elect the 100 percent sales
factor option beginning in January 2017 (Attachment 5).

Mr. Gonzalez-Plumhoff explained that the Harper amendment (Attachment 6) strikes the
conditional provisions within the bill, leaving the section which authorizes the statewide option
to elect the 100 percent sales factor formula beginning in tax year 2017.

Chairman Harper clarified that this bill will base al corporate income taxes on in-state sales
only.

Mr. Chabin asked if thereis afiscal note on HB2069. Chairman Harper replied that there will be
$26 million per year in corporate income taxes that will be foregone by not taxing exports.

Chairman Harper announced the names of those who signed up in support of HB2069 but did not
speak:
Walter F Dudley, Arizona Society of Practicing Accountants

Vice-Chairman Vogt moved that HB2069 do pass.

Vice-Chairman Vogt moved that the Harper ten-line amendment dated
1/11/11 (Attachment 6) be adopted. The motion carried.

Vice-Chairman Vogt moved that HB2069 as amended do pass. The motion
carried by aroll call vote of 6-2-0-1 (Attachment 7).
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Without objection, the meeting adjourned at 4:42 p.m.

Jane Dooley, Committee Secretary
January 27, 2010

(Original minutes, attachments and audio on file in the Office of the Chief Clerk; video archives
available at http://www.azleg.gov)
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