REFERENCE TITLE: expanded public school tax credit
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AN ACT
AMENDING SECTIONS 43-222 AND 43-1089.01, ARIZONA REVISED STATUTES; AMENDING

TITLE 43, CHAPTER 11, ARTICLE 6, ARIZONA REVISED STATUTES, BY ADDING SECTION
43-1171; RELATING TO PUBLIC SCHOOL INCOME TAX CREDITS.
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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 43-222, Arizona Revised Statutes, 1is amended to
read:

43-222. Income tax credit review schedule

The joint legislative income tax credit review committee shall review
the following income tax credits:

1. For years ending in 0 and 5, sections 43-1075, 43-1075.01,
43-1079.01, 43-1087, 43-1088, 43-1090.01, 43-1163, 43-1163.01, 43-1167.01,
43-1175 and 43-1182.

2. For years ending in 1 and 6, sections 43-1074.02, 43-1083,
43-1083.02, 43-1085.01, 43-1164.02, 43-1164.03 and 43-1183.

3. For years ending in 2 and 7, sections 43-1073, 43-1079, 43-1080,
43-1085, 43-1086, 43-1089, 43-1089.01, 43-1089.02, 43-1090, 43-1164, 43-1167,
43-1169, 43-1171, 43-1176 and 43-1181.

4. For years ending in 3 and 8, sections 43-1074.01, 43-1081, 43-1168,
43-1170 and 43-1178.

5. For years ending in 4 and 9, sections 43-1076, 43-1081.01,
43-1083.01, 43-1084, 43-1162, 43-1164.01, 43-1170.01 and 43-1184.

Sec. 2. Section 43-1089.01, Arizona Revised Statutes, is amended to
read:

43-1089.01. Tax credit; public school fees and contributions;

definitions

A. A credit is allowed against the taxes imposed by this title for the
amount of any fees or cash contributions by a taxpayer or on the taxpayer's
behalf pursuant to section 43-401, subsection I during the taxable year to a
public school 1located in this state for the support of extracurricular
activities, er character education programs, SCHOOL LUNCH PROGRAMS AND SCHOOL
HEALTHCARE PROGRAMS of the public school, but not exceeding:

1. Twe THREE hundred dollars for a single individual or a head of
household.

2—TFhree—hundred—doHars—n—taxable—year 2005—Feramarried—coupte
HHrg—a—Foinrt—returns

3+ 2. ¥Feur SIX hundred dollars Hdnrn—taxable—year—2006—and—any
subsequent—taxablte—year for a married couple filing a joint return.

B. A husband and wife who file separate returns for a taxable year in
which they could have filed a joint return may each claim only one-half of
the tax credit that would have been allowed for a joint return.

C. The credit allowed by this section is in Tieu of any deduction
pursuant to section 170 of the internal revenue code and taken for state tax
purposes.

D. If the allowable tax credit exceeds the taxes otherwise due under
this title on the claimant's income, or if there are no taxes due under this
title, the taxpayer may carry the amount of the claim not used to offset the
taxes under this title forward for not more than five consecutive taxable
years' income tax liability.
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E. The site council of the public school that receives contributions
that are not designated for a specific purpose shall determine how the
contributions are used at the school site. If a charter school does not have
a site council, the principal, director or chief administrator of the charter
school shall determine how the contributions that are not designated for a
specific purpose are used at the school site.

F. A public school that receives fees or a cash contribution pursuant
to subsection A of this section shall report to the department, in a form
prescribed by the department, by February 28 of each year the following
information:

1. The total number of fee and cash contribution payments received
during the previous calendar year.

2. The total dollar amount of fees and contributions received during
the previous calendar year.

3. The total dollar amount of fees and contributions spent by the
school during the previous calendar year.

G. For the purposes of this section:

1. "Character education programs™ means a program described in section
15-719.

2. "Extracurricular activities"” means school sponsored activities that
require enrolled students to pay a fee in order to participate including fees
for:

(a) Band uniforms.

(b) Equipment or uniforms for varsity athletic activities.

(c) Scientific laboratory materials.

(d) In-state or out-of-state trips that are solely for competitive
events. Extracurricular activities do not include any senior trips or events
that are recreational, amusement or tourist activities.

3. "Public school™ means a school that is part of a school district, a
joint technical education district or a charter school.

Sec. 3. Title 43, chapter 11, article 6, Arizona Revised Statutes, is
amended by adding section 43-1171, to read:

43-1171. Tax credit; public school fees and contributions;

definitions

A. A CREDIT IS ALLOWED AGAINST THE TAXES IMPOSED BY THIS TITLE FOR THE
AMOUNT OF ANY FEES OR CASH CONTRIBUTIONS BY A TAXPAYER DURING THE TAXABLE
YEAR TO A PUBLIC SCHOOL LOCATED 1IN THIS STATE FOR THE SUPPORT OF
EXTRACURRICULAR ACTIVITIES, CHARACTER EDUCATION PROGRAMS, SCHOOL LUNCH
PROGRAMS AND SCHOOL HEALTHCARE PROGRAMS OF THE PUBLIC SCHOOL, BUT NOT
EXCEEDING THREE HUNDRED DOLLARS.

B. THE CREDIT ALLOWED BY THIS SECTION IS IN LIEU OF ANY DEDUCTION
PURSUANT TO SECTION 170 OF THE INTERNAL REVENUE CODE AND TAKEN FOR STATE TAX
PURPOSES.

C. IF THE ALLOWABLE TAX CREDIT EXCEEDS THE TAXES OTHERWISE DUE UNDER
THIS TITLE ON THE CLAIMANT'S INCOME, OR IF THERE ARE NO TAXES DUE UNDER THIS
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TITLE, THE TAXPAYER MAY CARRY THE AMOUNT OF THE CLAIM NOT USED TO OFFSET THE
TAXES UNDER THIS TITLE FORWARD FOR NOT MORE THAN FIVE CONSECUTIVE TAXABLE
YEARS' INCOME TAX LIABILITY.

D. THE SITE COUNCIL OF THE PUBLIC SCHOOL THAT RECEIVES CONTRIBUTIONS
THAT ARE NOT DESIGNATED FOR A SPECIFIC PURPOSE SHALL DETERMINE HOW THE
CONTRIBUTIONS ARE USED AT THE SCHOOL SITE. IF A CHARTER SCHOOL DOES NOT HAVE
A SITE COUNCIL, THE PRINCIPAL, DIRECTOR OR CHIEF ADMINISTRATOR OF THE CHARTER
SCHOOL SHALL DETERMINE HOW THE CONTRIBUTIONS THAT ARE NOT DESIGNATED FOR A
SPECIFIC PURPOSE ARE USED AT THE SCHOOL SITE.

E. A PUBLIC SCHOOL THAT RECEIVES FEES OR A CASH CONTRIBUTION PURSUANT
TO SUBSECTION A OF THIS SECTION SHALL REPORT TO THE DEPARTMENT, IN A FORM
PRESCRIBED BY THE DEPARTMENT, BY FEBRUARY 28 OF EACH YEAR THE FOLLOWING
INFORMATION:

1. THE TOTAL NUMBER OF FEE AND CASH CONTRIBUTION PAYMENTS RECEIVED
DURING THE PREVIOUS CALENDAR YEAR.

2. THE TOTAL DOLLAR AMOUNT OF FEES AND CONTRIBUTIONS RECEIVED DURING
THE PREVIOUS CALENDAR YEAR.

3. THE TOTAL DOLLAR AMOUNT OF FEES AND CONTRIBUTIONS SPENT BY THE
SCHOOL DURING THE PREVIOUS CALENDAR YEAR.

F. FOR THE PURPOSES OF THIS SECTION:

1. "CHARACTER EDUCATION PROGRAMS" MEANS A PROGRAM DESCRIBED IN SECTION
15-719.

2. "EXTRACURRICULAR ACTIVITIES"™ MEANS SCHOOL SPONSORED ACTIVITIES THAT
REQUIRE ENROLLED STUDENTS TO PAY A FEE IN ORDER TO PARTICIPATE INCLUDING FEES
FOR:

(a) BAND UNIFORMS.

(b) EQUIPMENT OR UNIFORMS FOR VARSITY ATHLETIC ACTIVITIES.

(c) SCIENTIFIC LABORATORY MATERIALS.

(d) IN-STATE OR OUT-OF-STATE TRIPS THAT ARE SOLELY FOR COMPETITIVE
EVENTS. EXTRACURRICULAR ACTIVITIES DO NOT INCLUDE ANY SENIOR TRIPS OR EVENTS
THAT ARE RECREATIONAL, AMUSEMENT OR TOURIST ACTIVITIES.

3. "PUBLIC SCHOOL™ MEANS A SCHOOL THAT IS PART OF A SCHOOL DISTRICT, A
JOINT TECHNICAL EDUCATION DISTRICT OR A CHARTER SCHOOL.

Sec. 4. Purpose

Pursuant to section 43-223, Arizona Revised Statutes, the Tegislature
enacts section 43-1171, Arizona Revised Statutes, as added by this act, to
encourage contributions to public schools for extracurricular activities,
character education programs, school lunch programs and school healthcare
programs.
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