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ARIZONA STATE SENATE 
Fiftieth Legislature, Second Regular Session 

 
FACT SHEET FOR H.B. 2815 

 
employment; incentives; regulatory tax credit 

 
Purpose 

 
           Establishes individual and corporate universal regulatory income tax credits, expands the 
use of Arizona job training fund monies, phases out individual and corporate taxation of net 
capital gains, and extends the net operating loss carryover timeframe. 

 
Background 

 
Administered by the Arizona Commerce Authority (ACA), Arizona Job Training Fund 

(Fund) monies provide training and retraining for specific employment opportunities with new 
and expanding businesses or businesses undergoing economic conversion.  Fund monies consist 
of legislative appropriations, gifts, grants, interest earned on investments and proceeds from a 0.1 
percent employer’s wage tax.  Of the monies within the Fund, 50 percent must be used to 
provide training to small (25 percent) and rural (25 percent) businesses.  In Fiscal Year (FY) 
2011, $2,343,900 of Fund monies were expended 

 
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.  For a given tax year, the net capital gain is the amount by 
which the net long-term capital gain for the year is more than the sum of the net short-term 
capital loss for the year and any long-term capital loss carried over from the previous year. 

 
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.   

 
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. 
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JLBC has issued a fiscal note that contains the following impacts: 
  
Table 1 

General Fund Impact of Bill’s Tax Provisions ($ In Millions) 
         
Description (Effective 
Date) 

Tax FY 14 FY 15 FY 16 FY 17 FY 18 FY 19 FY 20 

Phases out income 
taxation of 
capital gains (TY 2013) 

Individual 
& 

Corporate 

(62.0) (128.0) (219.0) (315.0) (354.0) (372.0) (387.0)

Increases the net 
operating loss  
(NOL) carry forward 

Corporate 
Income 

(0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (12.2)

Establishes a new 
regulatory  
income tax credit (TY 

Individual 
& 

Corporate 

(0.0) (0.4) (0.4) (0.4) (0.4) (0.4) (0.4)

Total General Fund 
Impact 

 $(62.0) $(128.4) $(219.4) $(315.4) $(354.4) $(372.4) $(399.6)

 
However, H.B. 2815 may generate increased economic activity that would not occur 

absent the legislation.  Any additional economic growth spurred by the bill’s tax provisions may 
have a dynamic impact in the sense of producing additional tax dollars for the state.  Dynamic 
models typically place the offsetting impact of tax reductions at a range of 2 percent to 20 
percent.  The estimates in the table above do not reflect such dynamic effects. 
 
Provisions 

Universal Regulatory Tax Credit 
 
1. Allows a credit against income tax liability for corporations and individuals for creditable 

expenses due to additional regulation incurred by a business entity after December 31, 2013.  
A claim would constitute a waiver of litigation and appeals against the responsible regulating 
entity for damages or costs arising from the regulation. 

 
2. Defines regulation as any legislation, administrative rule or executive action by this state or 

its agencies or political subdivisions to which all of the following apply: 
a) the regulation does not protect health and safety; 
b) the regulation does not protect against civil or criminal fraud; 
c) the regulation mandates that businesses take action that is likely to cause substantially 

more economic costs than benefits as demonstrated by quantitative and qualitative 
evidence supplied by the claimant. 

 
3. Requires the taxpayer to submit with the income tax return a copy of the credit certificate 

issued to the taxpayer.   
 
4. Allows carryforward of the credit up to five consecutive subsequent taxable years, but not 

exceeding the claimant’s income tax liability in each subsequent taxable year. 
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5. Requires the State Treasurer to notify the Department of Administration to deduct and 

withhold the amount of the credit from monies otherwise approprated to a state agency 
responsible for enacting the regulation that resulted in the tax credit. 

 
6. Requires DOR to notify the State Treasurer to withhold the amount of the approved claims 

from monies otherwise payable to the county, city or town that is responsible for enacting the 
regulation that resulted in the tax credit. 

 
7. Requires the governing body of a special district that is responsible for enacting the 

regulation to budget and pay the amount of the total credit to the state General Fund in the 
next full fiscal year after the credit is allowed. 

 
8. Stipulates that no credit is allowed unless creditable expenses total more than $200 in a 

taxable year and allows only one credit for regulation of only one regulating entity in a 
taxable year. 

 
9. Defines creditable expense as an actual business expense that is incurred as a direct result of 

an additional regulation.  It does not include the normal cost of tax compliance. 
 
10. Limits the credit to the lesser of the total amount of creditable expenses incurred or $2,000.   
 
11. Limits the aggregate award of credits to: 

a) $400,000 divided evenly between claims against agencies of the state, counties, cities and 
towns and special taxing districts, in FYs 2014 and 2015; 

b) $800,000 divided evenly between claims against agencies of the state, counties, cities and 
towns and special taxing districts, in FY 2016 and beyond. 

 
12. Deems each claim approved by the Governor’s Regulatory Review Council (GRRC), 

regardless of the approved amount, to be the maximum value for purposes of computing the 
aggregate dollar amount. 

 
13. Requires GRRC to develop a single universal electronic claim form and stipulates the 

contents of the form. 
 
14. Allows a claimant to file a claim at any time during the year, but allows GRRC to deny the 

claim until the claimant is in full compliance.   
 
15. Allows GRRC to limit or discontinue the receipt of new claims for proper and adequate 

management of and attention to currently existing claims.   
 
16. Requires GRRC to immediately determine whether there is capacity under the aggregate 

maximum dollar amounts upon receipt of a claim. 
 
17. Allows GRRC, if capacity exists, to forward a copy of the claim to the resonsible regulating 

entity and request a written response to the claim. 
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18. Requires GRRC to make an initial determination to approve or deny the claim within 60 days 

after the claimant’s submission.  If GRRC: 
a) fails to make a decision within 60 days, the claim is considered to be approved; 
b) approves the claim, it shall notify the Department of Revenue (DOR); 
c) denies the claim, it shall deny subsequent claims with similar factual circumstances. 

 
19. Requires GRRC to transfer any claim made against a responsible regulating entity to that 

entity.  The governing body of that entity shall: 
a) notify the claimant by certified mail where and when the claim will be considered; 
b) review GRRC’s determination; 
c) within 60 days or at the first regularly scheduled meeting, either approve or deny all or 

part of the claim by majority vote; 
d) notify the claimant and GRRC of the decision; 
e) notify DOR if the governing body approves all or part of the claim. 

 
20. Requires GRRC to issue to the claimant a credit certificate that includes the amount of the 

approved claim.  The claimant must then submit a copy of the certificate at the time of filing 
the taxpayer’s income tax. 

 
21. Requires GRRC to maintain a public electronic register of claims, and specifies contents of 

register. 
 
22. Requires GRRC to administer this article and maintain and provide to the public, on request, 

annual data on the claims filed. 
 
23. Prohibits a regulating entity that is responsible for a regulation that results in a universal 

regulatory tax credit from engaging in debt financing or imposing new or increased taxes or 
fees to offset the fiscal impact of any credit allowed.   

 
24. Appropriates $350,000 from the state General Fund in FY 2015 to GRRC for the 

administration of the tax credit, including four full-time equivalent employmenet positions.   
 
25. Adds the universal regulatory tax credit to the income tax credit review schedule beginning 

in 2019. 
 

Community College Job Training 
 
26. Allows the chief executive officer of the Arizona Commerce Authority (ACA) to spend 

monies in the Arizona job training fund for purposes of community college job training. 
 
27. Prohibits general fund monies from being used for reimbursement of community college job 

training. 
 
28. Allows a qualified employer to certify to the ACA the skill requirements of new 

employment.  The ACA shall then determine if that qualified new employment is eligible for 
job training funding. 
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29. Defines qualified employer as a business in this state that intends to offer qualified new 

employment. 
 
30. Defines qualified new employment as new or additional jobs that meet all of the following: 

a) are permanent new or additional positions that result from the opening of a new business; 
b) require specific job skills beyond those normally required for high school graduation; 
c) each new or additional job has compensation that is equal to or greater than 125 percent 

of the median wage of the county where the qualified new employment is located. 
 
31. Requires a qualified employer to provide a community college with information regarding 

the specific skills sought.  The community college shall then identify any existing or 
proposed training programs that meet the qualifie employer’s needs within 30 days of 
contact.   

 
32. Requires the qualifiedd employer to then certify to the ACA that identified programs or 

courses meet job and skill requirements of the qualified new employment.  On approval of 
the ACA, the qualified employer shall identify and qualify student applicants for admission 
to the training program.   

 
33. Requires the community college to provide the training either directly or in conjunction with 

another community college pursuant to intergovernmental agreement. 
 
34. Requires the ACA to reimburse the community college from the job training fund in an 

amount equal to any student tuition and fees. 
 
35. Requires the qualified employer to reimburse the ACA for all amounts paid from the job 

training fund if the employer terminates the qualified new employment positions within 24 
months after the training completion date. 

 
36. Exempts job training funded by this section from the employer match requirement and the 

rules and procedures established by the Governor’s Council on Workforce Policy. 
 
37. Repeals the community college job training provisions on January 31, 2017. 
 

Capital Gain 
 
38. Subtracts from Arizona gross income an amount of any net capital gain included in federal 

adjusted gross income (FAGI) that is derived from an investment in a capital asset acquired 
after December 31, 2011 for corporations and individuals, as follows: 

 
Taxable year Subtraction of Net Capital Gain included in FAGI 

TY 2013 25% 
TY 2014 50% 
TY 2015 75% 

TY 2015 and thereafter 100% 
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Net Operating Loss 
 

39. Extends the net operating loss carry forward period from five succeeding taxable years to 20 
succeeding taxable years, beginning in TY 2013.   

 
40. Applies the appropriate terminology by replacing “deduction” with “subtraction.” 
 

Miscellaneous 
 
41. Contains a purpose statement. 
 
42. Contains technical and conforming changes. 
 
43. Becomes effective on the general effective date. 
 
House Action 
 
COM  2/15/12     DPA     5-3-0 
3rd Read 3/1/12        39-18-2-0-1 
 
Prepared by Senate Research 
March 13, 2012 
CS/ly 
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