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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Section 42-5063, Arizona Revised Statutes, is amended to 2 

read: 3 
42-5063.  Utilities classification; definitions 4 
A.  The utilities classification is comprised of the business of: 5 
1.  Producing and furnishing or furnishing to consumers natural or 6 

artificial gas and water. 7 
2.  Providing to retail electric customers ancillary services, 8 

electric distribution services, electric generation services, electric 9 
transmission services and other services related to providing electricity. 10 

B.  The utilities classification does not include: 11 
1.  Sales of ancillary services, electric distribution services, 12 

electric generation services, electric transmission services and other 13 
services related to providing electricity, gas or water to a person who 14 
resells the services. 15 

2.  Sales of natural gas or liquefied petroleum gas used to propel a 16 
motor vehicle. 17 

3.  Sales of alternative fuel, as defined in section 1-215, to a 18 
used oil fuel burner who has received a permit to burn used oil or used 19 
oil fuel under section 49-426 or 49-480. 20 

4.  Sales of ancillary services, electric distribution services, 21 
electric generation services, electric transmission services and other 22 
services that are related to providing electricity to a retail electric 23 
customer who is located outside this state for use outside this state if 24 
the electricity is delivered to a point of sale outside this state. 25 

5.  Sales or other transfers of renewable energy credits or any 26 
other unit created to track energy derived from renewable energy 27 
resources.  For the purposes of this paragraph, "renewable energy credit" 28 
means a unit created administratively by the corporation commission or 29 
governing body of a public power utility to track kilowatt hours of 30 
electricity derived from a renewable energy resource or the kilowatt hour 31 
equivalent of conventional energy resources displaced by distributed 32 
renewable energy resources. 33 

6.  The leasing or renting of space to make attachments to utility 34 
poles as follows: 35 

(a)  By a person that is engaged in business under this section. 36 
(b)  To a person that is engaged in business under this section or 37 

section 42-5064 or that is a cable operator. 38 
C.  The tax base for the utilities classification is the gross 39 

proceeds of sales or gross income derived from the business, but the 40 
following shall be deducted from the tax base: 41 

1.  Revenues received by a municipally owned utility in the form of 42 
fees charged to persons constructing residential, commercial or industrial 43 
developments or connecting residential, commercial or industrial 44 
developments to a municipal utility system or systems if the fees are 45 
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segregated and used only for capital expansion, system enlargement or debt 1 
service of the utility system or systems. 2 

2.  Revenues received by any person or persons owning a utility 3 
system in the form of reimbursement or contribution compensation for 4 
property and equipment installed to provide utility access to, on or 5 
across the land of an actual utility consumer if the property and 6 
equipment become the property of the utility.  This deduction shall not 7 
exceed the value of such property and equipment. 8 

3.  Gross proceeds of sales or gross income derived from sales to: 9 
(a)  Qualifying hospitals as defined in section 42-5001. 10 
(b)  A qualifying health care organization as defined in section 11 

42-5001 if the tangible personal property is used by the organization 12 
solely to provide health and medical related educational and charitable 13 
services. 14 

4.  The portion of gross proceeds of sales or gross income that is 15 
derived from sales to a qualified environmental technology manufacturer, 16 
producer or processor as defined in section 41-1514.02 of a utility 17 
product and that is used directly in environmental technology 18 
manufacturing, producing or processing.  This paragraph shall apply for 19 
twenty full consecutive calendar or fiscal years from the date the first 20 
paper manufacturing machine is placed in service.  In the case of a 21 
qualified environmental technology manufacturer, producer or processor who 22 
does not manufacture paper, the time period shall begin with the date the 23 
first manufacturing, processing or production equipment is placed in 24 
service. 25 

5.  The portion of gross proceeds of sales or gross income 26 
attributable to transfers of electricity by any retail electric customer 27 
owning a solar photovoltaic energy generating system to an electric 28 
distribution system, if the electricity transferred is generated by the 29 
customer's system. 30 

6.  Gross proceeds of sales or gross income derived from sales of 31 
electricity, natural gas or liquefied petroleum gas to a qualified 32 
manufacturing or smelting business.  A utility that claims this deduction 33 
shall report each month, on a form prescribed by the department, the name 34 
and address of each qualified manufacturing or smelting business for which 35 
this deduction is taken.  This paragraph applies to gas transportation 36 
services.  For the purposes of this paragraph: 37 

(a)  "Gas transportation services" means the services of 38 
transporting natural gas to a natural gas customer or to a natural gas 39 
distribution facility if the natural gas was purchased from a supplier 40 
other than the utility. 41 

(b)  "Manufacturing" means the performance as a business of an 42 
integrated series of operations that places tangible personal property in 43 
a form, composition or character different from that in which it was 44 
acquired and transforms it into a different product with a distinctive 45 



SB 1216 
 
 
 
 

 - 3 - 

name, character or use.  Manufacturing does not include job printing, 1 
publishing, packaging, mining, generating electricity or operating a 2 
restaurant. 3 

(c)  "Qualified manufacturing or smelting business" means one of the 4 
following: 5 

(i)  A business that manufactures or smelts tangible products in 6 
this state, of which at least fifty-one percent of the manufactured or 7 
smelted products will be exported out of state for incorporation into 8 
another product or sold out of state for a final sale. 9 

(ii)  A business that derives at least fifty-one percent of its 10 
gross income from the sale of manufactured or smelted products 11 
manufactured or smelted by the business. 12 

(iii)  A business that uses at least fifty-one percent of its square 13 
footage in this state for manufacturing or smelting and business 14 
activities directly related to manufacturing or smelting. 15 

(iv)  A business that employs at least fifty-one percent of its 16 
workforce in this state in manufacturing or smelting and business 17 
activities directly related to manufacturing or smelting. 18 

(v)  A business that uses at least fifty-one percent of the value of 19 
its capitalized assets in this state, as reflected on the business's books 20 
and records, for manufacturing or smelting and business activities 21 
directly related to manufacturing or smelting. 22 

(d)  "Smelting" means to melt or fuse a metalliferous mineral, often 23 
with an accompanying chemical change, usually to separate the metal. 24 

7.  Gross proceeds of sales or gross income derived from sales of 25 
electricity or natural gas to a business that operates an international 26 
operations center in this state and that is certified by the Arizona 27 
commerce authority pursuant to section 41-1520. 28 

D.  A PERSON THAT IS ENGAGED IN A BUSINESS TO WHICH SUBSECTION A OF 29 
THIS SECTION APPLIES SHALL KEEP THE BOOKS OF THE BUSINESS SO AS TO SHOW 30 
SEPARATELY THE GROSS PROCEEDS OF SALES TO RESIDENTIAL CUSTOMERS AND THE 31 
GROSS PROCEEDS OF SALES TO NONRESIDENTIAL CUSTOMERS AND SHALL REPORT THOSE 32 
AMOUNTS TO THE DEPARTMENT ON THE RETURN FORM PRESCRIBED BY SECTION 33 
42-5014.   34 

D.  E.  For the purposes of this section: 35 
1.  "Ancillary services" means those services so designated in 36 

federal energy regulatory commission order 888 adopted in 1996 that 37 
include the services necessary to support the transmission of electricity 38 
from resources to loads while maintaining reliable operation of the 39 
transmission system according to good utility practice. 40 

2.  "Cable operator" has the same meaning prescribed in section 41 
9-505 and includes a video service provider. 42 

3.  "Electric distribution service" means distributing electricity 43 
to retail electric customers through the use of electric distribution 44 
facilities. 45 
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4.  "Electric generation service" means providing electricity for 1 
sale to retail electric customers but excluding electric distribution or 2 
transmission services. 3 

5.  "Electric transmission service" means transmitting electricity 4 
to retail electric customers or to electric distribution facilities so 5 
classified by the federal energy regulatory commission or, to the extent 6 
permitted by law, so classified by the Arizona corporation commission. 7 

6.  "Other services" includes metering, meter reading services, 8 
billing and collecting services. 9 

7.  "Retail electric customer" means a person who purchases 10 
electricity for that person's own use, including use in that person's 11 
trade or business and not for resale, redistribution or retransmission. 12 

8.  "Utility pole" means any wooden, metal or other pole used for 13 
utility purposes and the pole's appurtenances that are attached or 14 
authorized for attachment by the person controlling the pole.  15 

Sec. 2.  Form revision; department of revenue; delayed repeal 16 
A.  On or before the sixth month after the effective date of this 17 

act, the department of revenue shall revise the transaction privilege tax 18 
return form prescribed by section 42-5014, Arizona Revised Statutes, for 19 
the purposes of this act. 20 

B.  This section is repealed from and after December 31, 2026. 21 
Sec. 3.  Applicability 22 
This act applies to taxable periods beginning on or after the first 23 

day of the month following the sixth month after the general effective 24 
date. 25 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.7
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 150
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 150
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice


