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OVERVIEW 
HB 2815 establishes individual and corporate income tax credits for capital investments and 
employment in new or expanded commercial headquarters, and manufacturing and research 
facilities; extends the Renewable Energy Credit by 5 years; eliminates the cap on the number of 
net new employees for which a company may annually claim the New Employment Tax Credit; 
reduces taxation on individual long-term net capital gains; provides an income tax subtraction 
equal to 10 percent of the federal bonus depreciation allowance; extends the net operating loss 
carryover timeframe; amends the calculation for determining the business personal property 
exemption amount; and establishes the Employer-Funded Job Training Program Study 
Committee. 

HISTORY 
A tax credit is a dollar-for-dollar reduction in individual or corporate income tax liability.  This 
is different from deductions, subtractions and exemptions, which reduce the amount of income 
that is considered taxable.   

Laws 2011, Second Special Session, Chapter 1 established the New Employment Tax Credit, 
which provides a $3,000 annual tax credit for each full-time net new qualifying job added by an 
Arizona employer.  To qualify for the credit, an employer must either make a $5,000,000 capital 
investment or add 25 new employees in urban areas, or make a $1,000,000 capital investment or 
add 5 new employees in rural areas.  The credit may be taken against individual and corporate 
income or insurance premium tax liability, with the stipulation that no employer can claim more 
than 400 jobs annually.    

Most items owned and used for personal investment purposes are capital assets, including real 
estate, household furnishings, and stocks or bonds.  If a capital asset is sold or disposed of, any 
gain or loss realized in the sale or disposition is know as a capital gain or capital loss.  Capital 
gains and capital losses are considered short-term if the asset is held for one year or less.  If the 
asset is held for more than one year before it is sold or disposed of, the capital gain or capital loss 
is considered long-term.   

A company incurs a net operating loss (NOL) whenever its allowable deductions exceed its 
taxable income within the same tax year.  Currently, Arizona allows a corporation that incurs a 
NOL to carry the amount forward in each of the five succeeding years to offset its taxable 
income. 

FISCAL IMPACT 
According to a fiscal note prepared by the Joint Legislative Budget Committee, the tax 
provisions of HB 2815 are estimated to result in a direct state General Fund (GF) cost of 
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$28,400,000 beginning in Fiscal Year (FY) 2014; $53,000,000 in FY 2015; $74,800,000 in FY 
2016; $83,700,000 in FY 2017; $91,900,000 in FY 2018; and $107,800,000 in FY 2019.  

PROVISIONS 
Qualified Facility Tax Credit 
• Establishes refundable individual and corporate income tax credits for qualifying investments 

in, and new employment positions created through, expanding or locating a qualified facility 
in Arizona. 
 States that the credit is allowed only in TYs 2012 through 2019. 
 States that the credit is allowed beginning in TY 2013 going forward. 
 Specifies that only capital investments made from and after July 1, 2012 may be included 

in the credit’s computation. 

• Requires that prospective claimants apply for preapproval for the credit with the Arizona 
Commerce Authority (ACA), prescribes the application’s content, the basis for preapproval 
and the qualifying factors necessary for the applicant to be eligible for the credit, which 
include: 
 Making a new capital investment in a qualified facility beginning in TY 2013; 
 Paying at least 51 percent of new employees a wage equal to or exceeding 125 percent of 

the state’s annual median wage (as determined by ACA estimates); 
 Requires that employees be employed in a permanent full-time position of at least 

1750 hours annually for at least 90 days during the taxable year in order to be counted 
for the credit. 

 Counts employees hired in the last 90 days of the year as new employees in the next 
taxable year. 

 Prohibits employees from inclusion if previously employed by the taxpayer within the 
12 months preceding the current date of hire. 

 Providing new employees with health insurance coverage for which the applicant pays at 
least 80 percent of the premium or membership costs; and 

  Devoting at least 80 percent of its property and payroll to qualified manufacturing, 
qualified headquarters or qualified research, which respectively, carry the following 
stipulations: 
 65 percent of manufactured products will be sold out-of-state; or  
 65 percent of manufacturing revenues are derived from out-of-state sales (applies to 

both headquarters and research). 

• Limits the amount of the credit to 10 percent of the lesser of either the taxpayer’s total capital 
investment in a qualified facility or $250,000 per net new full-time employment position. 

• Requires the credit to be claimed in 5 equal annual installments. 

• Prohibits taxpayers from claiming the Qualified Facility Tax Credit and the New 
Employment Tax Credit for the same full-time employment positions. 

• Incorporates the credit’s aggregate allowance into the existing $70,000,000 aggregate cap for 
the Renewable Energy Tax Credit (combines the capacity for both credits under the single 
cap) and extends the Renewable Energy Tax Credit allowance by 5 years, to December 31, 
2019. 
 Annually limits individual claimants to $30,000,000 in credits. 
 Deems remaining unused balances accrued after TY 2012 as lapsing, and prohibits their 

reallocation in the following year. 
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 Prohibits taxpayers from being preapproved for both credits for the same capital 
investment. 

• Directs the ACA to review applications within 30 days of receipt and either preapprove or 
deny a project’s qualification. 
 Requires that the ACA provide copies of preapproved applications to the Arizona 

Department of Revenue (DOR). 

• Requires that prospective claimants apply for postapproval and enter into written managed 
review agreements conducted by an ACA approved Arizona licensed certified public 
accountant (CPA) of the applicant’s choosing. 
 Prescribes the requirements of the managed review, and stipulates that it be conducted at 

the applicant’s expense.  
 Prohibits the selection of a CPA (or their affiliated firm) that regularly performs services 

for the applicant. 
 Requires applicants to submit documentation of qualified investments made, and directs 

the ACA to provide postapproval to eligible businesses and notify DOR of their 
eligibility to claim the credit. 

 Allows the ACA to rescind postapproval under certain conditions and prescribes the 
procedures for doing so. 

 Requires the taxpayer to submit a current and valid copy of their ACA issued certification 
of qualification to DOR. 

• Requires businesses to separately comply with all environmental, employment and regulatory 
measures in order to maintain their qualification for the credit. 

• Positions the state as a secured creditor in any action within 5 years of postapproval 
involving the liquidation of a business’ assets or relocation out-of-state. 
 Excludes the transfer of assets leased back to the company. 

• Subjects credit related information gathering practices to DOR confidentiality standards. 

• Requires the ACA to do the following: 
 Keep annual records of applicant information that reflects a percentage comparison of 

monies credited to qualifying facilities to the estimated amount of monies spent on 
qualifying investments; 

 Maintain annual data on qualified facilities and related employment and wage growth; 
 Publish a publicly available annual report summarizing the information collected; and  
 Adopt rules and prescribe necessary forms and procedures in collaboration with DOR. 

• Allows taxpayers to voluntarily relinquish unused credit amounts to the ACA (in writing) 
and prescribes the process for their reallocation, as well as for the reallocation of 
preapproved credit amounts for failing to provide the ACA with documentation that the 
capital investment threshold has been met in the designated timeframe.  

• Adds the credit to the statutory income tax credit review schedule. 

• Defines capital investment; facility; headquarters; manufacturing; qualified facility; qualified 
headquarters; qualified manufacturing; qualified research; and qualifying investment. 

New Employment Tax Credit 
• Requires businesses to obtain ACA preapproval in order to claim the credit. 
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 Specifies that preapproval covers all first year credits intended to be claimed at the 
designated location (location of capital investment) and all associated second and third 
year credits  

 Allows the ACA to prescribe the timeframe, manner and form to be used in the 
preapproval process 

• Stipulates that the requisite capital investment and employment creation must occur prior to 
claiming a first year credit (within 12 months of the start of the required investment). 
 Specifies that businesses who meet the required criteria are eligible to claim first year 

credits for three subsequent taxable years. 
 Deems employees hired within the 12 month timeframe as new employees for the tax 

year in which the requirements were completed. 

• Prescribes the conditions under which new hires employed at temporary worksites are credit-
eligible if the location of the capital investment is under construction. 

• Adds equipment to the definition of capital investment. 
• Sunsets the insurance premium income tax credit allowance after TY 2019. 

• Eliminates the annual cap of 400 credit-eligible new employees per individual employer. 

• Defines designated location. 

Capital Gain Subtraction, Bonus Depreciation Allowance, NOL Carryover and Business 
Personal Property Exemption Calculation 
• Provides for the subtraction of the following percentage amounts of individual net long-term 

capital gains, included in FAGI and derived from capital assets acquired after TY 2011, from 
the computation of Arizona gross income: 
 10 percent in TY 2013. 
 20 percent in TY 2014. 
 25 percent in TY 2015 and beyond. 

• Allows taxpayers to subtract 10 percent of their federal bonus depreciation allowance 
(special allowance for certain property acquired in TYs 2008 through 2012) for assets placed 
in service in TY 2012, from their state income tax liability beginning in TY 2014. 
 Conforms to any subsequent extension of the federal allowance and allows for a 10 

percent subtraction of that amount.    

• Extends the NOL carryover timeframe from five to 20 years, beginning in TY 2012. 
 Maintains existing 5 year carryover for losses arising prior to TY 2012. 

• Modifies the calculation for determining the business personal property exemption amount 
by basing the percentage increase in the Employer Cost Index on the past two fiscal years, 
rather than the most recent fiscal year. 

Employer-Funded Job Training Program Study Committee 
• Establishes the Employer-Funded Job Training Program Study Committee, and prescribes its 

membership, tasks and reporting requirements. 

General 
• Repeals the Renewable Energy and Qualified Facilities Credits after December 31, 2020. 

• Makes technical and conforming changes. 

• Contains intent, purpose and retroactivity clauses. 
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