HOUSE OF REPRESENTATIVES
HB 2586

corporate tax credits; annual reporting
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Sponsors: Representatives Mitcheﬂ, Allen, Kwasman, et al.

X Committee on Ways and Means
Caucus and COW
House Engrossed
OVERVIEW

HB 2586 requires the submittal of an annual report regarding information relating to the Quality
Jobs Tax Credit, the Qualified Facility Tax Credit, and the Research and Development Tax
Credit.

HISTORY

Laws 2011, Second Special Session, Chapter 1 established the Quality Jobs Tax Credit,
providing a tax credit to employers that make a minimum capital investment and create a
minimum number of new qualified jobs in the state. Qualified taxpayers receive a tax credit of
$3,000 annually for the first three years of a new employee’s time of employment. The credit
may be taken as an insurance premium tax credit, or individual or corporate income tax credit
(A.R.S. § 41-1525).

The Qualified Facility Tax Credit Program offers a tax credit to any taxpayer that invests in a
new qualified facility or expansion of an existing qualified facility in Arizona. The corporation
must also create new full-time employment positions at the facility, at least 51% of which must
receive pay equal to, at least, 125% of the Arizona median wage or more. The amount of the
credit is the lesser of a) 10% of the qualified investment, b) $20,000 per qualified job created at
the facility, or c) $30,000,000 per taxpayer. The credit may be taken as an individual or
corporate income tax credit and is claimed over 5 years in equal annual installments (A.R.S. §
43-1164.04).

The Research and Development Tax Credit Program provides a corporate or individual income
tax credit for qualified research expenses. The credit is based on the amount of the taxpayer’s
qualifying research expenses in Arizona and is directly tied to the federal credits for the purpose
of determining qualified R&D expenses under the credit provisions. For TY 2011 through TY
2017 the credit is equal to 24% of the first $2.5 million in qualifying expenses, plus 11% of the
amount exceeding $2.5 million. Asof TY 2018, the credit will be 20% of the first $2.5 million
plus 11% of the amount exceeding $2.5 million. Additional credit is available if ataxpayer meets
certain requirements. The tax credit is nonrefundable, but a qualifying taxpayer that employs
less than 150 full-time employees worldwide may submit an application for a refund to the
Arizona Commerce Authority (www.azcommerce.com).

PROVISIONS

« Requires the Department Of Revenue (DOR) to submit an annual report regarding Quality
Jobs Tax Credits, Qualified Facility Tax Credits or Research and Development Tax Credits
claimed by any corporation whose total credits in any tax year are equal to or greater than
$10,000 to:
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the Governor,

the President of the Senate,

the Speaker of the House of Representatives,

the Chairperson of the Senate Finance Committee,

the Chairperson of the House of Representatives Ways and Means Committee, and
the Secretary of State

« Stipulates that each report must include information relating to each of the following:
» The total amount of tax credit used in the prior TY and the amount of carryforward for
each subsequent TY'.
» The name of each corporation claiming atax credit, the amount of credit claimed by each
corporation and the amount of credit carried forward by each corporation.

VVVVYY

« Allowsfor public disclosure of the information required by this act.
« Contains aretroactive effective dateto TY 2014.
« Makes conforming changes.
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