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ARIZONA REVISED STATUTES; PROVIDING FOR THE DELAYED REPEAL OF SECTION
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Be it enacted by the Legislature of the State of Arizona:

Section 1. Section 42-5010, Arizona Revised Statutes, is amended to
read:

472-5010. Rates; distribution base

A. The tax imposed by this article is levied and shall be collected at
the following rates:

1. +Hve SIX per cent of the tax base as computed for the business of
every person engaging or continuing in this state in the following business
classifications described in article 2 of this chapter:

(a) Transporting classification.

(b) Utilities classification.

(c) Telecommunications classification.

(d) Pipeline classification.

(e) Private car line classification.

(f) Publication classification.

(g) Job printing classification.

(h) Prime contracting classification.

(i) Owner builder sales classification.

(j) Amusement classification.

(k) Restaurant classification.

(1) Personal property rental classification.

(m) Retail classification.

2. FHive—and-oene—hatf SIX per cent of the tax base as computed for the
business of every person engaging or continuing in this state in the
transient lodging classification described in section 42-5070.

3. Three—and—one-eighth SIX per cent of the tax base as computed for
the business of every person engaging or continuing in this state in the
mining classification described in section 42-5072.

4. Zere SIX per cent of the tax base as computed for the business of
every person engaging or continuing in this state in the commercial lease
classification described in section 42-5069.

5. SIX PER CENT OF THE TAX BASE AS COMPUTED FOR THE BUSINESS OF EVERY
PERSON ENGAGING OR CONTINUING IN THIS STATE IN THE SERVICES CLASSIFICATION
DESCRIBED IN SECTION 42-5077.

B. Twenty per cent of the tax revenues collected at the rate
prescribed by subsection A, paragraph 1 of this section from persons on
account of engaging in business under the business classifications Tisted in
subsection A, paragraph 1, subdivisions (a) through (i) of this section is
designated as distribution base for purposes of section 42-5029.

C. Forty per cent of the tax revenues collected at the rate prescribed
by subsection A, paragraph 1 of this section from persons on account of
engaging in business under the business classifications Tisted in subsection
A, paragraph 1, subdivisions (j) through (m) of this section is designated
as distribution base for purposes of section 42-5029.
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D. Thirty-two per cent of the tax revenues collected from persons on
account of engaging in business under the business classification listed in
subsection A, paragraph 3 of this section is designated as distribution base
for purposes of section 42-5029.

E. Fifty-three and one-third per cent of the tax revenues collected
from persons on account of engaging 1in business under the business
classification Tlisted in subsection A, paragraph 4 of this section is
designated as distribution base for purposes of section 42-5029.

F. Fifty per cent of the tax revenues collected from persons on
account of engaging in business under the business classification listed in
subsection A, paragraph 2 of this section is designated as distribution base
for purposes of section 42-5029.

G. In addition to the rates prescribed by subsection A of this
section, if approved by the qualified electors voting at a statewide general
election, an additional rate increment 1is imposed and shall be collected
through June 30, 2021. The taxpayer shall pay taxes pursuant to this
subsection at the same time and in the same manner as under subsection A of
this section. The department shall separately account for the revenues
collected with respect to the rates imposed pursuant to this subsection and
the state treasurer shall distribute all of those revenues in the manner
prescribed by section 42-5029, subsection E. The rates imposed pursuant to
this subsection shall not be considered local revenues for purposes of
article IX, section 21, Constitution of Arizona. The additional tax rate
increment is levied at the rate of six-tenths of one per cent of the tax base
of every person engaging or continuing 1in this state 1in a business
classification listed in subsection A, paragraph 1 of this section.

H. Any increase in the rate of tax that is imposed by this chapter and
that is enacted by the legislature or by a vote of the people does not apply
with respect to contracts entered into by prime contractors or pursuant to
written bids made by prime contractors on or before the effective date of the
legislation or the date of the election enacting the increase. To qualify
for the exemption under this subsection, the prime contractor must maintain
sufficient documentation, in a manner and form prescribed by the department,
to verify the date of the contract or written bid.

I. For taxpayers taxable wunder this chapter other than prime
contractors taxable pursuant to section 42-5075:

1. Any increase in the rate of tax that is levied by this article or
article 2 of this chapter enacted by the legislature or by a vote of the
people does not apply for a period of one hundred twenty days from the date
of the tax rate increase to the gross proceeds of sales or gross income from
the business of the taxpayer with respect to written contracts entered into
before the effective date of the tax rate increase unless the taxpayer has
entered into a contract that contains a provision that entitles the taxpayer
to recover from the purchaser the amount of the additional tax Tevied.
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2. The provisions of this subsection apply without regard to the
accounting method used by the taxpayer to report the taxes imposed under
article 2 of this chapter.

3. The provisions of this subsection shall not be considered 1in
determining the rate of tax imposed under chapter 6, article 3 of this title.

Sec. 2. Section 42-5061, Arizona Revised Statutes, is amended to read:

42-5061. Retail classification; definition

A. The retail classification is comprised of the business of selling
tangible personal property at retail. The tax base for the retail
classification is the gross proceeds of sales or gross income derived from

the business. Thetax—imposed—on—theretait—classificationdoesnotapptyto
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6~ B. If a person is engaged in an occupation or business to which
subsection A of this section applies, the person's books shall be kept so as
to show separately the gross proceeds of sales of tangible personal property
and the gross income from sales of services, and if not so kept the tax shall
be imposed on the total of the person's gross proceeds of sales of tangible
personal property and gross income from services.

H- C. If a person is engaged in the business of selling tangible
personal property at both wholesale and retail, the tax under this section
applies only to the gross proceeds of the sales made other than at wholesale
if the person's books are kept so as to show separately the gross proceeds of
sales of each class, and if the books are not so kept, the tax under this
section applies to the gross proceeds of every sale so made.

- D. A person who engages in manufacturing, baling, crating, boxing,
barreling, canning, bottling, sacking, preserving, processing or otherwise
preparing for sale or commercial use any Tlivestock, agricultural or
horticultural product or any other product, article, substance or commodity
and who sells the product of such business at retail in this state is deemed,
as to such sales, to be engaged in business classified under the retail
classification. This subsection does not apply to businesses classified
under the:

1. Transporting classification.

2. Utilities classification.
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Telecommunications classification.
Pipeline classification.

Private car Tine classification.
PubTication classification.

Job printing classification.

Prime contracting classification.
Owner builder sales classification.
Restaurant classification.

SERVICES CLASSIFICATION.
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@~ E. Retail sales of prepaid calling cards or prepaid authorization
numbers for telecommunications services, including sales of reauthorization
of a prepaid card or authorization number, are subject to tax under this
section.

seetion—42-5029~+

¥~ F. For the purposes of section 42-5032.01, the department shall
separately account for revenues collected under the retail classification
from businesses selling tangible personal property at retail:
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1. On the premises of a multipurpose facility that is owned, Teased or
operated by the tourism and sports authority pursuant to title 5, chapter 8.

2. At professional football contests that are held in a stadium
located on the campus of an institution under the jurisdiction of the Arizona
board of regents.

Y= G. In computing the tax base for the sale of a motor vehicle to a
nonresident of this state, if the purchaser's state of residence allows a
corresponding use tax exemption to the tax imposed by article 1 of this
chapter and the rate of the tax in the purchaser's state of residence is
lower than the rate prescribed in article 1 of this chapter or if the
purchaser's state of residence does not impose an excise tax, and the
nonresident has secured a special ninety day nonresident registration permit
for the vehicle as prescribed by sections 28-2154 and 28-2154.01, there shall
be deducted from the tax base a portion of the gross proceeds or gross income
from the sale so that the amount of transaction privilege tax that is paid in
this state is equal to the excise tax that is imposed by the purchaser's
state of residence on the nonexempt sale or use of the motor vehicle.

¥— H. For the purposes of this section, +—

3+ "selling at retail"” means a sale for any purpose other than for
resale in the regular course of business in the form of tangible personal
property, but transfer of possession, lease and rental as used in the
definition of sale mean only such transactions as are found on investigation
to be in lieu of sales as defined without the words lease or rental.
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Sec.

A.
OTHERWISE
1.
(a)
(b)
(c)
(d)

3. Title 42, chapter 5, article 2, Arizona Revised Statutes, is
amended by adding section 42-5077, to read:
42-5077. Services classification; exemption

THE SERVICES CLASSIFICATION INCLUDES THE FOLLOWING BUSINESSES, NOT
CLASSIFIED FOR TAXATION UNDER THIS ARTICLE:
PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES, INCLUDING:

LEGAL SERVICES.

ARCHITECTURAL AND ENGINEERING SERVICES.

SPECIALIZED DESIGN SERVICES.

COMPUTER SERVICES, INCLUDING SOFTWARE PROGRAMMING AND MATERIAL

PREPARATION, MAINFRAME COMPUTER ACCESS AND PROCESSING SERVICES.

(e)
(f)
(9)
(h)
(i)
2.

(a)
(b)
(c)
(d)
(e)
(f)
(g9)
(h)
(i)
(J)
(k)
(1)

MANAGEMENT, SCIENTIFIC AND TECHNICAL CONSULTING SERVICES.
SCIENTIFIC RESEARCH AND DEVELOPMENT SERVICES.

ADVERTISING, PUBLIC RELATIONS, MARKETING AND RELATED SERVICES.
ACCOUNTING, TAX PREPARATION AND BOOKKEEPING SERVICES.

OTHER PROFESSIONAL, SCIENTIFIC AND TECHNICAL SERVICES.
HEALTH CARE SERVICES, INCLUDING SERVICES PROVIDED BY THE FOLLOWING:
PHYSICIANS.

DENTISTS.

CHIROPRACTORS.

OPTOMETRISTS.

MENTAL HEALTH PRACTITIONERS.

SPECIALTY THERAPISTS.

ALL HEALTH PRACTITIONERS.

OUTPATIENT CARE CENTERS.

MEDICAL AND DIAGNOSTIC LABS.

HOME HEALTH SERVICES.

OTHER AMBULATORY HEALTH SERVICES.

NURSING CARE FACILITIES.
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(m)
(n)
(0)
(p)
3.

(a)
(b)
(c)
(d)

RESIDENTIAL MENTAL HEALTH FACILITIES.
COMMUNITY CARE FACILITIES.
INDIVIDUAL AND FAMILY COUNSELORS.
OTHER RESIDENTIAL CARE FACILITIES.
ADMINISTRATIVE AND BUSINESS SUPPORT SERVICES, INCLUDING:
OFFICE ADMINISTRATIVE SERVICES.
FACILITIES SUPPORT SERVICES.
EMPLOYMENT PLACEMENT AND EXECUTIVE SEARCH SERVICES.
SERVICES TO BUILDINGS AND DWELLINGS, INCLUDING PAINTING, REPAIR,

JANITORIAL, CLEANING AND MAID SERVICES.

(e)
(f)
(9)
(h)
(1)
(J)
(k)
(1)
(m)
(n)
(0)
(p)
(q)
(r)
(s)
4.

(a)
(b)
(c)

INVESTIGATION AND SECURITY SERVICES.

ADVERTISING.

CREDIT REPORTING AND COLLECTION.

COMMERCIAL PHOTOGRAPHY AND PHOTOFINISHING.
SECRETARIAL SERVICES.

COURT REPORTING.

FUMIGATION AND PEST CONTROL.

TEMPORARY AND PERMANENT EMPLOYMENT AGENCY SERVICES.
COMPUTER AND DATA PROCESSING SERVICES.

DETECTIVE SERVICES.

ARMORED CAR AND SECURITY SERVICES.

LABORATORY AND FACILITY TESTING SERVICES.
INDUSTRIAL SEWER AND REFUSE SERVICES.

DATA PROCESSING, HOSTING AND RELATED SERVICES.
OTHER ADMINISTRATIVE AND BUSINESS SUPPORT SERVICES.
PERSONAL CARE SERVICES, INCLUDING:

BEAUTY AND BARBER SERVICES.

FUNERAL, MORTUARY AND CREMATORY SERVICES.

LAUNDRY, CLEANING AND GARMENT SERVICES, INCLUDING ALTERING AND

REPAIR SERVICES.

(d)
(e)
(f)
(g)
(h)
(1)
(J)
5.

(a)
(b)
(c)
(d)
(e)

PET GROOMING SERVICES.

PARKING SERVICES.

SHOE REPAIR AND SHOESHINE SERVICES.
TAX PREPARATION SERVICES.
PHOTOGRAPHIC SERVICES.

DIET REDUCTION SERVICES.

OTHER PERSONAL SERVICES.
EDUCATIONAL SERVICES, INCLUDING:
BUSINESS SCHOOLS AND COMPUTER AND MANAGEMENT TRAINING.
TECHNICAL AND TRADE SCHOOLS.

OTHER SCHOOLS AND INSTRUCTION.
PRESCHOOL SERVICES.

EDUCATION SUPPORT SERVICES.
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6. FINANCIAL SERVICES, INCLUDING:

(a) MORTGAGE AND NONMORTGAGE LOAN BROKER SERVICES.

(b) FINANCIAL TRANSACTION PROCESSING AND CLEARING.

(c) OTHER ACTIVITIES RELATED TO CREDIT INTERMEDIATION.

(d) SECURITIES AND COMMODITY CONTRACTS INTERMEDIATION.

(e) PORTFOLIO MANAGEMENT.

(f) INVESTMENT ADVICE.

(g) ALL OTHER FINANCIAL INVESTMENT ACTIVITIES.

7. ALL OTHER SERVICES, INCLUDING:

(a) AUTOMOBILE REPAIR AND OTHER AUTOMOTIVE SERVICES, INCLUDING
PAINTING, TIRE RECAPPING AND REPAIR, OIL REPLACEMENT, WASHING, DETAILING AND
UPHOLSTERY REPAIR SERVICES.

(b) ELECTRONIC AND PRECISION REPAIR AND MAINTENANCE.

(c) COMMERCIAL, INDUSTRIAL MACHINERY REPAIR AND MAINTENANCE.

(d) PERSONAL AND HOUSEHOLD GOODS REPAIR AND MAINTENANCE.

(e) LOCAL MESSENGERS AND LOCAL DELIVERY SERVICES.

(f) COMMERCIAL CHILD CARE AND DAY CARE SERVICES.

(g) JOB TRAINING AND VOCATIONAL REHABILITATION.

(h) BABYSITTING AND DOMESTIC SERVICES.

(i) DATING AND ESCORT SERVICES.

(j) MARRIAGE BUREAUS, WEDDING AND RECEPTION HALL SERVICES.

(k) GENEALOGICAL RESEARCH SERVICES.

(1) SHOPPING AND BUYING SERVICES

(m) ELECTRICAL REPAIR, WATCH, CLOCK AND JEWELRY REPAIR, FURNITURE
REPAIR AND UPHOLSTERY, WELDING AND ARMATURE REWINDING SERVICES.

(n) CARPET AND UPHOLSTERY CLEANING SERVICES.

(o) MOTION PICTURE PRODUCTION, DISTRIBUTION AND SERVICES.

(p) INDIVIDUAL AND FAMILY COUNSELING SERVICES, CHILD AND RESIDENTIAL
CARE AND OTHER SOCIAL SERVICES.

(q) RELIGIOUS AND MINISTERIAL SERVICES REGARDLESS OF DENOMINATION.

(r) ASTROLOGIST, PALMIST AND HYPNOTIST SERVICES.

(s) VETERINARIANS AND VETERINARY SERVICES.

(t) HUNTING AND FISHING GUIDE SERVICES.

(u) INTERIOR DESIGN SERVICES.

(v) TELEPHONE SERVICES, INCLUDING TELEPHONE ANSWERING AND
TELEMARKETING SERVICES.

(w) SWIMMING POOL SERVICES, INCLUDING CLEANING AND MAINTENANCE
SERVICES.

(x) WATER SOFTENING AND CONDITIONING SERVICES.

(y) WINDOW CLEANING SERVICES.

(z) CABLE TELEVISION SERVICES.

(aa) CHARTERED FLIGHT SERVICES.

(bb) TAXIDERMY SERVICES.

(cc) INSTALLATION SERVICES.
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B. THE TAX BASE FOR THE SERVICES CLASSIFICATION IS THE GROSS PROCEEDS
OF SALES OR GROSS INCOME DERIVED FROM THE BUSINESS. THE TAX IMPOSED ON THE
SERVICES CLASSIFICATION DOES NOT APPLY TO THE GROSS PROCEEDS OF SALES OR
GROSS INCOME FROM THE FOLLOWING BUSINESS SERVICES IF THE SERVICE INVOLVES A
BUSINESS-TO-BUSINESS TRANSACTION:

1. LEGAL.
ARCHITECTURAL AND ENGINEERING.
MANAGEMENT, SCIENTIFIC AND TECHNICAL CONSULTING.
ACCOUNTING, TAX PREPARATION AND BOOKKEEPING.
OFFICE ADMINISTRATIVE SERVICES.
EMPLOYMENT PLACEMENT AND EXECUTIVE SEARCH SERVICES.
DATA PROCESSING, HOSTING AND RELATED SERVICES.
COMMERCIAL, INDUSTRIAL MACHINERY REPAIR AND MAINTENANCE.
BUSINESS SUPPORT SERVICES.

ec. 4. Repeal
Title 42, chapter 5, article 3, Arizona Revised Statutes, is

»n»WOW oo NOY OB WM

>

repealed.
B. Section 42-5159, Arizona Revised Statutes, is repealed.
Sec. 5. Section 43-206, Arizona Revised Statutes, is amended to read:
43-206. Urban revenue sharing fund; allocation; distribution
A. There is established an urban revenue sharing fund. IN FISCAL YEAR

2017-2018, the fund shall consist of an—amounrt—egqual—to—Fifteenper—cent—of
: . ¢ e 1

preceding—the—eurrent—Ffiseal—year $424,400,000 APPROPRIATED FROM THE STATE
GENERAL FUND AND EACH FISCAL YEAR THEREAFTER THIS AMOUNT SHALL BE INCREASED

BY __ PER CENT. The URBAN REVENUE SHARING fund shall be distributed to
incorporated cities and towns as provided in this section, except that a city
or town shall receive at Teast an amount equal to what a city or town with a
population of fifteen hundred or more persons would receive. The transfer of
net proceeds prescribed by section 49-282, subsection B does not affect the
calculation of net proceeds prescribed by this subsection.

B. Each city or town shall share in the urban revenue sharing fund in
the proportion that the population of each bears to the population of all.
Except as provided by sections 42-5033 and 42-5033.01, the population of a
city or town as determined by the most recent United States decennial census
plus any revisions to the decennial census certified by the United States
bureau of the census shall be used as the basis for apportioning monies
pursuant to this subsection.

C. The treasurer, wupon instruction from the department, shall
transmit, no later than the tenth day of each month, to each city or town an
amount equal to one-twelfth of that city's or town's total entitlement for
the current fiscal year from the urban revenue sharing fund as determined by
the department.
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D. A newly incorporated city or town shall share in the urban revenue
sharing fund beginning the first month of the first full fiscal year
following incorporation.

E. On receipt of a certificate of default from the greater Arizona
development authority pursuant to section 41-2257 or 41-2258, the state
treasurer, to the extent not otherwise expressly prohibited by Tlaw, shall
withhold from the next succeeding distribution of monies pursuant to this
section due to the city or town the amount specified in the certificate of
default and immediately deposit the amount withheld in the greater Arizona
development authority revolving fund. The state treasurer shall continue to
withhold and deposit the monies until the authority certifies to the state
treasurer that the default has been cured. In no event shall the state
treasurer withhold any amount that 1is necessary, as certified by the
defaulting political subdivision to the state treasurer and the authority, to
make any required deposits then due for the payment of principal and interest
on bonds of the political subdivision that were issued prior to the date of
the loan repayment agreement or bonds and that have been secured by a pledge
of distributions made pursuant to this section.

Sec. 6. Repeal

Title 43, chapters 10 and 11, Arizona Revised Statutes, are repealed.

Sec. 7. Conforming legislation

The Tegislative council staff shall prepare proposed Tlegislation
conforming the Arizona Revised Statutes to the provisions of this act for
consideration in the fifty-first legislature, first regular session.

Sec. 8. Effective date

This act is effective and applies to taxable years beginning from and
after December 31, 2012.
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