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ARIZONA STATE SENATE

Fifty-Second Legidature, First Regular Session
FACT SHEET FOR S.B. 1468

international operations centers; incentives

Purpose

Extends individual and corporate income tax credits for investment in renewable energy
for self-consumption to international operations centers, modifies investment and usage
gualifications for the tax credit. Exempts proceeds from electricity and natural gas sold to an
international operations center from transaction privilege tax (TPT) and use tax.

Background

TPT is Arizona's version of a sales tax. TPT requires a seller to remit to the state the
entire amount of taxes due based on the gross income or proceeds of the business. Typically, the
seller includes TPT in the purchase price, but they may opt to absorb the tax.

Use tax is paid in Arizona by any person who uses, stores or consumes any tangible
personal property upon which tax has not been collected by a retailer. Out-of-state retailers or
utility businesses making sales of tangible personal property to Arizona purchasers must register
with the Department of Revenue (DOR) in order to collect the use tax. An Arizona purchaser is
liable for use tax on goods purchased from an out-of-state vendor that did not collect the use tax.

Current statute allows a taxpayer to claim an income tax credit for investing in new
renewable energy facilities that produce energy primarily for self-consumption in manufacturing
operations. In order to qualify, the taxpayer must invest at least $300,000,000 in new renewable
energy facilities and must utilize at least 90 percent of the energy produced at those facilities in
its own manufacturing processes. Energy that is sold to a utility and is then subsequently
transferred back is considered to be self-consumed (A.R.S. 88 43-1083.04, 43-1164.05).

Additional participation in exemptions from TPT on utilities will result in an unknown
fiscal impact to the state General Fund. Increased claims of tax credits for renewable energy
investment and production for self-consumption may occur as a result of this legislation. This
credit is limited to $5,000,000 per qualifying taxpayer per year.

Provisions

1. Defines aninternational operations center as afacility:
a) with acapital investment cost of at least $1,250,000,000; and
b) that has qualified for the income tax credit for renewable energy investment and
production for self-consumption.
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0.

Utility taxation

Excludes the sale of electricity or natural gas to an international operations center from TPT
under the utilities classification.

Exempts electricity or natural gas sold to an international operations center from use tax
when more than 51 percent of that electricity or natural gas is used by the international
operations center.

Specifies that a municipality must either tax or exempt in whole the gross proceeds of sales
or gross income derived from sales of electricity or natural gas to an international operations
center.

Income tax credits for renewable energy investment and production for self-
consumption

Permits an international operations center to claim an individual or corporate tax credit for
investment in renewable energy production for self-consumption.

Decreases the minimum investment threshold to qualify for the tax credit from $300,000,000
to $100,000,000.

Increases the amount of corporate and individual income tax credits from $1,000,000 per
year for five years for each renewable energy facility to $5,000,000 per year for five years for
each renewable energy facility.

Requires that a portion, rather than 90 percent, of the energy produced at each renewable
energy facility be used for self-consumption in this state.

Miscellaneous

Makes technical and conforming changes.

10. Becomes effective on the general effective date.
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