State Tax Incentive$Credits

There are several tax incentives available to help employkese include th8mall Business
Tax Credit (IRS Code Section 44, Disabled Access Crejlithe
Architectural/Transportation Tax Deduction (IRS Code Section 190, Barrier Removal)
andthe Work Opportunity Tax Credit ( WOTC) ard Welfare to Work Tax Credit
(WTWTC).

The Disabled Access Credit provides a-mefundable credit for small businesses that incur
expenditures for the purpose of providing access to persons with disabilities. An eligible small
business is one that that earned $1 million or less or had namaor80 full time employees in

the previous year; they may take the credit each and every year they incur access expenditures.
Refer toForm 8826, Disabled Access Cred{fPDF), for information abouwtligible

expenditures.

The Architectural Barrier Removal Tax Deduction encourages businesses of any size to remove
architectural and transportation barriers to the mobility of persons with disabilities and the

elderly. Busineses may claim a deduction of up to $15,000 a year for qualified expenses for

items that normally must be capitalized. Businesses claim the deduction by listing it as a separate
expense on their income tax return. Also, businesses may use the Disablegdibar@ the
architectural/transportation tax deduction together in the same tax year, if the expenses meet the
requirements of both sections. To use both, the deduction is equal to the difference between the
total expenditures and the amount of the d¢reldimed.

The Work Opporturty Tax Credit (WOTC)s a Federal tax credit incentive that the Congress
provides to privatesector businesses for hiring individuals from twelve target groups who have
consistently faced significant barriers to employment. The main objective of thispragto
enable the targeted employees to gradually move from economic dependency-into self
sufficiency as they earn a steady income and become contributing taxpayers, while the
participating employers are compensated by being able to reduce their ifeckensd tax

liability. WOTC joins other state workforce prograf@ick here for directories of thtateand
Regional Coordinators}hat help incentivize workplace diversity and facilitate access to good
jobs for American workers. In additiodepending on your statecioounty, your business
could qualify for various other state tax credits, such as environmentalugegeographic
economic stimulus, expansion of jobs, hiring TANF welfare recipients, vaged incentives,
and training credits.

Additionally, in March, Congress passed the HIRHiHg Incentives to Restore Employment

Act) Act of 2010. Under this law, an employer who hires an employee after February 3, 2010,

and before January 1, 2011, can receive a tax
Security tax. All employers, with the exception of government employers gdigible for this

tax credit. Public institutions of higher education are the only government institutions that are
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eligible for the tax credit. The HIRE Act provides qualified employers with temporary payroll
tax forgiveness o0 éntshaneef SeampSearntyepay®lstaxés.orPwages r ¢
paid to new hires who had been previously unemployiégw: employer of a qualified employee
will not have to pay the employer match for
wages in 2010A qualifying employee:

e Is hired after Feb. 3, 2010 and before Jan. 1, 2011;

« Certifies by signed affidavit, under penalty of perjury, that he/she has not been employed
for more than 40 hours during the-88y period ending on the date his/her employment
begins with the new employer;

e Is not employed to replace another employee; and

e Is not related to the employer (under the rules for the Work Opportunity Tax Credit
(WOTCQC)).

To check whether the is pending legislative issues or recently enacted legislative changes for
your state(s) pleasgick here.

To access additional SHRM State Law & Regulation Resoutiméshere. .

Click the letter corresponding to the state name below.
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State Statute

Alabama 41-10-44.8Tax Credits, Job Development Fees and Other Incentivga) Upon the issuance by thg
Authority of its Project Obligations for the purpose of financing a Project for an Approved Com
with respect to which the authority adopted an resolution accepting the project prior to January
1995, the Approved Companya)(1) Shall receive a credit against the corporate income tax levig
Section 4018-31 that otherwise would be owed to the State in any year by the Approved Comp
its income generated by or arising out of the Project, such credit not to eixedesdser of (i) the
amount due in tax, or (ii) the amount paid by the Approved Company pursuant to a Financing
Agreement in the year for which the tax is due, corresponding to debt service on the Project
Obligations; and (a)(2) may elect to withhold aethin the aggregate Job Development Fees
described in paragraph (b) below, but only to the extent that debt service payments under the
Financing Agreement(s) exceed the income tax credit permitted in (1) above. The incentives
described in (1) and (2) abeghall be available to an Approved Company whose Project is finan
by the Authority's Project Obligations for a period commencing on the date of issuance of such
Obligations and, subject to the provisions of paragraph (c) below, ending orsttie ficcur of the
following: (i) the termination of the Financing Agreement(s) entered into with respect to such P
Obligations; (ii) the maturity or earlier redemption or payment of the Project Obligations; or (iii)
years from the date the Projes first placed in service. Immediately upon issuing any Project
Obligations, the Authority shall provide to the Department the name of the Approved Company
whose benefit such Project Obligations were issued and sufficient information to detéemine t
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duration of the corporate income tax credit and the Job Development Fees described in (1) anc
above, respectively. (b) As provided in subdivision (a)(2) above, an Approved Company may I
as a condition of employment, that each person employdde Approved Company at the Project
financed by the Authority's Project Obligations agree to permit the Approved Company to dedu
withhold a Job Development Fee not to exceed five percent from the gross wages paid to such
employee by the Approvedompany. Job Development Fees shall not be collected from persons
employed by an Approved Company prior to the entry by such Approved Company into an agr
with the Authority for financing of a Project. If an Approved Company elects to collect a Job
Development Fee, it shall deduct the fee from the paycheck of each new employee and shall n
payroll books and records available for inspection by the Authority or its designee at such reas
times as the Authority may request. Each Approved Comnpaltecting a Job Development Fee sh
be required to file with the Authority such information and documentation respecting the impos
and collection of such fee as the Authority may require. Each Approved Company collecting a
Development Fee shide permitted a credit against the withholding tax liability provided in Sectiq
40-18-76 otherwise owed to the State, such credit not to exceed the lesser of (i) the amount of
tax, or (i) the aggregate Job Development Fees withheld. Each employd®as been assessed a
Job Development Fee, as provided above, shall be entitled to a credit against his or her State i
taxes in an amount equal to 100 percent of the Job Development Fee withheld from the emplo
wages during the calendar yeaach employee who has been assessed a Job Development Fee
provided above shall be entitled to a credit against his or her withholding tax liability calculated
pursuant to Section 408-71 in an amount equal to 100 percent of the Job Development Feeldit
from the employee's wages during the calendar year. (c) If an Approved Company fails to achig
level of capital investment or employment anticipated at the time the Authority agreed to financ
Project, the Department may, after notice andihgareduce or suspend all or any part of such
incentives until such time as the anticipated capital investment and employment levels are met
provided, however, that such incentives shall not be suspended retroactively. The Authority mg
provide in the Fiancing Agreement(s) entered into in connection with a Project for the levels of
capital investment and employment expected to be achieved and for the time period(s) in whic
levels are to be achieved. (d) The Board of Directors of the Authorityupan the written request
of any local industrial development board, industrial development association, chamber of com
or other similar local entity, solicit and request from any person, corporation, foundation or othe
entity any gift, grantcontribution, loan or other kind of aid or assistance, whether in the form of
property, services or monies, which the Board of Directors deems necessary to provide to an
Approved Company in order to induce such Company to undertake a Major ProjectivétBimate.
Any such solicitation or request by the Authority may be made only upon the condition that the
person, corporation, foundation or other legal entity from whom assistance is requested agrees
continue its support for local economic developraativities. The Authority shall only be permitted
to solicit assistance with respect to identified Major Projects and shall not solicit contributions f
general purpose. Any assistance which is provided to the Authority and not used for the Megr
for which it was requested, shall be returned pro rata to the persons, corporations, foundations
entities providing such assistance. The decision to provide all or a portion of the assistance red
by the Authority shall lie solely withithe discretion of the person, corporation, foundation or othg
legal entity receiving the request. Any assistance provided to the Authority pursuant to the proy
of this subsection (d) is hereby deemed to have a valid business purpose and sloatebeaslia
deduction against the corporate income tax levied by Sectid8-8Q, the personal income tax levig
by Section 4618-2, or the financial institution excise tax levied by Sectiorl@@, whichever is
appropriate. If assistance is provided te #uthority by any person, corporation, foundation or oth
legal entity, whether regulated or noegulated, the cost of such assistance will be deemed to be
prudent, legal and nediscriminatory expenditure for all purposes of State law and regulation.
810-3-21-.02 Credits for Job Development Fee$l) Any taxpayer who is subject to the personal
income tax imposed by Section-48-2 and has had a Job Development Fee withheld from the
taxpayer's wages by an Approved Company pursuant to Sectibdr44.80) is allowed a credit
against the taxpayer's state personal income tax liability for the year in which the Job Developr]
Fee has been withheld. The credit is allowed to the taxpayer in an amount equal to the Job
Development Fee withheld from the taxpagevages by the Approved Company during such yaa
The Job Development Fee credit allowed pursuant to paragraph (1) above shall be included in
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computing the taxpayer's total withholding tax liability pursuant to Sectiel840. (b) In the event
thatthe Job Development Fee withheld from a taxpayer's wages during the year by an Approve
Company exceeds the taxpayer's state personal income tax liability for such year, the taxpayer
entitled to a refund. Such refund shall be issued to the taxpathe Department in an amount eqy
to the difference between the taxpayer's state personal income tax liability and the Job Develoj
Fee withheld from the taxpayer's wages by the Approved Company.

41-1510.01Solar energy tax incentives; gualification -- 01.A. The Department shall establish a
procedure for identifying commercial solar energy projects that qualify for the purposes of the
commercial solar energy income tax credits under Sectici®83 and 43.164. .01.B. To qualify
for thetax credits, a business must apply in a form prescribed by the Department, including: .0
The name, address and telephone number of the business purchasing the solar energy device|
system. .01.B.2. The name, address and telephone number of@d pergan with the business.
01.B.3. The projected date that the installation of the solar energy device or system will begin 3
projected finish date. .01.B.4. The location where the solar energy device or system will be ing
.B.5. The typeof solar energy device or system, its total cost, excluding financing costs, and the
estimated annual performance level. .B.6. The projected amount of the credit against state ing
taxes. .01.C. Applications to the Department under this Section aidestidl and are not subject tg
disclosure under Title 39 for eighteen months after the date of application. 01.D. The Departm
shall: .D.1. Review and evaluate each submitted application. .D.2. Determine within thirty days
receiving the applicain whether the application meets the criteria for the purposes of the comm
solar energy income tax credits. .D.3. Provide its initial certification of a project to the applicant
the Department of Revenue. The initial certification shall idela unique identifying number for ea
certified installation. .01.E. On the completion of each certified installation: .E.1. The business
.E.1.(A) Certify that the installed solar energy device or system is operational. E.1.(B) Provide
totalamount of income tax credits to be claimed. .E.2. The Department shall review the installa
expenses and issue a Credit Certificate to the business. The Credit Certificate shall include the
assigned identifying number. .E.3. The Department of Comnsbiaetransmit the credit informatior
and Certificate number to the Department of Revenue. .E.4. The Department of Commerce sh
certify tax credits under this section in any calendar year that exceed a total of one million dollg
The Departmet of Commerce and the Department of Revenue shall collaborate in adopting rulé
are necessary to accomplish the intent and purpose of this section.

41-1511Renewable energy tax incentives; qualification-.A Tax incentives are allowed for
expanding or locating qualified renewable energy operations in this state, including income tax
pursuant to sections 41383.01 and 43164.01 and property tax classification pursuant to section
12006, paragraph. .B To be eligible for the tax incentives, a renewable energy business must
to the department of commerce, on a form prescribed by the department, for certification of the
business as qualifying for the incentives. The application must inclutid:h&. applicant's name,
address, telephone number and federal taxpayer identification number or numbers. .B.2 The n
address, telephone number anm&il address of a contact person for the applicant. .B.3 The add
of the site where the qualifyirfgcility will be located. .B.4 A detailed description of the qualifying
facility and fixed capital assets. .B.5 An estimate of the capital investment and number of
employment positions at the qualifying facility, including: .B.5(a) A schedule of qgimalify
investments. .B.5(b) A list of employment positions, the estimated number of employees to be
for the positions each year during the first five years of operation and the annual wages for eag
position, calculated without employeelated benefit. .B.6 A nonrefundable processing fee in an
amount established by rule. .B.7 Other information as required by the department to determing
eligibility for the tax incentives, and the amount of income tax credits, as prescribed by this sec
.B.8 An dfirmation, signed by an authorized executive representing the business, that the appli
.B.8(a) Agrees to furnish records of expenditures for qualifying investments to the department
commerce on request. B.8(b) Will continue in business at tHéytna facility for ten full calendar
years after postapproval for a tax incentive, other than for reasons beyond the control of the ap
.B.8(c) Agrees to furnish to the department of commerce on request information regarding the
of tax berfits claimed each year. .B.8(d) Authorizes the department of revenue to provide tax
information to the department of commerce pursuant to secti@®@2 for the purpose of
determining any inconsistency in information furnished by the applicant. .E8(eents to the




disclosure by the department of commerce of the amount of tax benefits received each year in
composite form, without specific identification of any taxpayer. B.8(f) Agrees to allow site visitg
audits to verify the applicant's contingi qualification and the accuracy of information submitted t
the department of commerce. .B.8(g) Consents to the adjustment or recapture of any amount
income tax credit due to noncompliance with this section. .B.9 Letters of good standing from th
department of revenue and the county assessor of the county in which the project is located sta
the applicant is in good standing and is not delinquent in the payment of taxes. .C To be eligib,
the tax incentives, the applicant must make napital investment in this state in a manufacturing
facility or headquarters facility or any combination of qualifying facilities, as follows: .C.1 The
applicant may qualify for income tax credits pursuant to sectieh083.01 or 431164.01, as
applicablejf: .C.1(a) At least fiftyone per cent of the net new ftiline employment positions at the
facility pay a wage that equals or exceeds one hundred tfireatyer cent of the median annual wa
in this state, as determined by the most recent annuatiched of commerce occupational wage al
employment estimates. .C.1(b) All net new-linhe employment positions include health insurang
coverage for the employees for which the applicant pays at least eighty per cent of the premiun
membership costr an equivalent percentage of the cost for alternative health benefit models th
offer standard comprehensive coverage. .C.2 The fixed capital assets shall be classified as cl
for the purposes of property taxation pursuant to sectiet?026, peagraph 9 if the qualifying
investment amounts to at least twefitie million dollars. If at least fiftyone per cent of the net new
full-time employment positions at the qualifying facility pay a wage that equals: .C.2(a) At leas
hundred twentyfive, but less than two hundred, per cent of the median annual wage in this statg
determined by the most recent annual department of commerce occupational wage and emplo
estimates, the property may be classified as class six for ten tax yeafb) A&.Rast two hundred
per cent of the median annual wage in this state, as determined by the most recent annual de
of commerce occupational wage and employment estimates, the property may be classified as
for fifteen tax years. .D iRal eligibility for the tax incentives is subject to any additional
requirements prescribed by sections1£€®06, 431083.01 and 43164.01, as applicable. .E An
applicant may separately apply and qualify with respect to investments for: .E.1 Facikgparate
locations. .E.2 Separate expansions of a facility. .F To determine the amount of income tax cr]
be preapproved to a qualifying applicant, the department shall use one of the following comput
.F.1 Ten per cent of the amount thpplcant has projected in total qualifying investment in facilitie
meeting the following minimum employment requirements: .F.1(a) For renewable energy
manufacturing operations, at least one andhaitnew fulktime employment positions projected by
theapplicant for each five hundred thousand dollar increment of capital investment. .F.1(b) Fo
renewable energy business headquarters, at least one némdéuimployment position projected by
the applicant for each two hundred thousand dollar increofemspital investment. .F.2 For other
qualifying renewable energy investment, ten per cent of the amount computed as follows: .F.2
hundred thousand dollars for each one andhatenew fulkltime employment positions projected by
the applicant imew renewable energy manufacturing operations. .F.2(b) Two hundred thousan
dollars for each new futlime employment position projected by the applicant at a new renewablé
energy business headquarters. .G Beginning with income tax credits alloc&@tiCfpan approved
income tax credit: .G.1 Offsets income tax liability for any taxable year within the taxpayer's
applicable carryforward period pursuant to sectiorl@83.01 or 431164.01. .G.2 Must be claimed
on a timely filed original income tax rety including extensions. .G.3 Must be claimed in five eqy
installments as provided in section-4383.01 or 431164.01. .H The department shall establish a
process for qualifying and preapproving applicants for the tax incentives. The departmerdtshall
preapprove an applicant as qualifying for tax incentives under this section after December 31,
Preapproval is based on: .H.1 Priority placement established by the date that the applicant file
initial application with the department. .HIBe availability of income tax credit capacity under thg
dollar limit prescribed by subsection j of this section. .| Within thirty days after receiving a comp
and correct application, the department shall review the application to determine whedipgitzet
satisfies all of the criteria prescribed by this section and either preapprove the project as qualify
the purposes of the tax incentives or provide reasons for its denial. The department of commer
send copies of the preapprovathe department of revenue and the applicable county assessor.
department shall not preapprove income tax credits exceeding seventy million dollars in any cg
year, except as provided by this subsection and subsection k of this sectiompgkqred amount




applies against the dollar limit for the year in which the application was submitted regardless of
whether the initial preapproval period extends into the following year or years. If, at the end of :
year, an unused balance occurs underdtilar limit prescribed by this subsection: .J.1 The balan
shall be allocated to renewable energy businesses that successfully appeal the denial of apprg
this section. Any amount of income tax credits due to successful appeals that are frotrpan
unused balance at the end of any year shall be paid against the dollar limit in the following yea
Any remaining unused balance shall be reallocated for the purposes of this section in the follov
year. .K The department shall reallethe amount of income tax credits that are voluntarily
relinquished under subsection | of this section, that lapse under subsection m of this section or
lapse under subsection o of this section. The reallocation shall be to other renewable ereegydy
that applied in the original credit year based on priority placement. Once reallocated, the amou
the credit applies against the dollar limit of the original credit year regardless of the year in whi
reallocation occurs. .L A taxpayeray voluntarily relinquish unused credit amounts. .M
Preapproval under this section lapses, the application is void and the amount of the preapprov
income tax credits do not apply against the dollar limit prescribed by subsection j of this section
within twelve months after preapproval, the renewable energy business fails to provide to the
department documentation of its expenditure of two hundred fifty thousand dollars in qualifying
investment or, if the period over which the qualifying investméite made exceeds twelve
months, documentation of additional expenditures as required in this subsection for each twelv
period. .N Beginning in 2010, after October 31 of each year, if the department has preapprove)
maximum calendar year incee tax credit amount pursuant to subsection j of this section, the
department may accept initial applications for the next calendar year, but the preapproval of an
application pursuant to this subsection shall not be effective before the first businesthada
following calendar year. .O When the facility begins operations, a renewable energy business
preapproved for income tax credits under this section shall apply to the department in writing fg
approval of the credits, submit docurregidn certifying the total amount and dates of the qualifyin
investments and identifying the fixed capital assets associated with the facility incurred from th
of preapproval. From and after December 31, 2009, the department shall provide postap@rov
renewable energy business that it has met the eligibility requirements of this section and shall 1
the department of revenue that the renewable energy business may claim the tax credits pursu
sections 43.083.01 and 43.164.01. If the ammunt of qualifying investment actually spent is less th
the amount preapproved for income tax credits, the preapproved amount not incurred lapses a
not apply against the dollar limit prescribed by subsection j of this section for that yeae .P Th
department of commerce may rescind the business' certification if the business no longer meet
terms and conditions required for qualifying for the tax incentives. The department may give sp
consideration, or allow temporary exemption from réaagof tax benefits, in the case of
extraordinary hardship due to factors beyond the control of the qualifying business. .Q If the
department of commerce rescinds an applicant's preapproval under subsection p of this sectio
notify the departma of revenue and the county assessor of the action and the conditions of
noncompliance. If the department of revenue obtains information indicating a possible failure tq
qualify and comply, it shall provide that information to the department of comnmidrealepartment
of revenue may require the business to file appropriate amended tax returns reflecting any recs
income tax credits under section-2383.01 or 43.164.01. .R Preapproval and postapproval of a
business for the purposes of tax incegdiunder this section do not constitute or imply compliancg
with any other provision of law or any regulatory rule, order, procedure, permit or other measur
required by law. To maintain qualification for tax incentives under this section, a business must
separately comply with all environmental, employment and other regulatory measures. .S For
years after postapproval for tax incentives under this section, in any action involving the liquida
the business assets or relocation out of statestiis claims the position of a secured creditor of th
business in the amount of income tax credits the business received pursuant to sd@rR$1QBor
43-1164.01. .T Any information gathered from renewable energy business for the purposes of
section is considered to be confidential taxpayer information and shall be disclosed only as pro
section 422003, subsection b, paragraph 12, except that the department shall publish the follov
information in its annual report: .T.1 The name afteeenewable energy business and the amount
income tax credits preapprovéa each qualifying investment. .T.2 The amount of credits that wg
postapproved with respect to each qualifying investment. .U The department shall: .U.1 Keep




recordsof the information provided on applications for renewable energy businesses. These reg
shall reflect a percentage comparison of the annual amount of monies exempted or credited to
qualifying renewable energy businesses to the estimated amount of spEmné this state in the
form of qualifying investments. .U.2 Maintain annual data on growth in this state of renewable ¢
businesses and industry employment and wadé8 Not later than Aril 30 of each year, prepare
and publish a report summzirig the information collected pursuant to this subsection. The
department shall make copies of the annual report available to the public on réduédss.
department of commerce shall adopt rules and prescribe forms and procedures as necessary f
purposes of this section. The department of commerce and the department of revenue shall co
in adopting rules as necessary to avoid duplication and inconsistencies while accomplishing th
and purposes of this section. .W For the purpostsgection: .W.1Capital investment” means
an expenditure to acquire, lease or improve property that is used in operating a business, inclu
land, buildings, machinery and fixturedVV.2 "Headquarters" means a principal central
administrative offie where primary headquarteedated functions and services are performed,
including financial, personnel, administrative, legal, planning and similar business functions arg
performed. .W.3Manufacturing” means fabricating, producing or manufacturing cayerepared
materials into usable products, imparting new forms, qualities, properties and combinations.
Manufacturing does not include generating electricity forsa# consumption. .W.2ualifying
investment" means investment in land, buildings, miaery and fixtures for expansion of an existi
facility or establishment of a new facility in this state. Qualifying investment does not include
relocating an existing facility in this state to another location in this state without additional capi
investment. W.5Renewable energy operations“are limited to manufacturers of, and headquartg
for, systems and components that are used or useful in manufacturing renewable energy equip
the generation, storage, testing and research and develgpraiesmnission or distribution of
electricity from renewable resources, including specialized crates necessary to package the re
energy equipment manufactured at the facility.

41-1514.02Environmental technology assistanceglefinitions.-- A. The dgartment of commerce
shall establish and conduct an environmental technology assistance program to promote busin
economic development by recruiting and expanding companies that manufacture, produce or
solar and other renewable energy produetproducts from recycled materials under the condition
prescribed by this section. The department shfall. Assist qualified environmental technology
manufacturers, producers or processors in locating or expanding facilities in thiAstate.
Encourage the use of environmental technology produét8. Encourage the development of an
environmental technology industry in this staB.Until June 30, 1996, the department of commer
shall identify and certify to the department of revenue timeasaand relevant information relating ta
the facilities of qualified environmental technology manufacturers, producers and processors fa
purposes of available tax incentives. The department of commerce may revoke the certification
failure to qualify ad comply with the terms and conditions prescribed by this section and shall
immediately notify the department of revenue of a revocation. The department of revenue may
revoke the certification if it obtains information indicating a failure to qualifgt comply. If the
department of revenue proposes to revoke the certification of an environmental technology
manufacturer, producer or processor, it shall afford that person the rights of appeal as provideq
42, chapter 1, article 6. The departihehcommerce shall not certify any new qualified
environmental technology manufacturers, producers or processors for the purposes of this sec
June 30, 1996. To obtain and maintain certification, an environmental technology manufacture
produceror processor musB.1. Apply to the department of commercB.2. Submit and retain
copies of all required information including information relating to the actual or projected numbg
employees at qualified environmental technology facilities indfasite and the actual or projected
annual capital investment in those facilitids.3. Allow such inspections and audits as are necess
to verify the accuracy of the submitted informatidh4. Upon initial application, submit to the
department of comerce the information required by section 43, subsection B in the manner
prescribed in section 4809, subsection C or the information required by sectiehO#9 subsection
G, as applicable. The department of commerce shall consider the informatiattesiipursuant to
this paragraph in its determination of certification and may deny certification if after consultatio;

the department of environmental quality serious, substantial and continuing violations of feder




state environmental laws di@ind. C. Within sixty days after receipt of a complete application an
all information required, as prescribed by the department of commerce, the department of com
shall grant or deny certification and give written notice by certified mail to thiecapt. The
applicant is certified as a qualified environmental technology manufacturer, producer or proces|
the date the notice of certification is delivered to the applic&htTo qualify for assistance under th
section, an environmental tealagy manufacturer, producer or processor must meet the followin
requirementsD.1. A manufacturer, producer or processor that is certified not later than July 1, 1
by the department of commerce pursuant to this section, shall not import hazardeyssvdsfined
in section 4921 as of July 1, 1993, or special waste, as defined in secti86148s of July 1, 1993,
into this state from another state or country. Any other manufacturer, producer or processor thg
certified by the department of comrme pursuant to this section, after July 1, 1995, shall not as o
date of certification import hazardous waste, as defined in secti6@4%nd as interpreted by
federal and state regulations or special waste, as defined in sec881 4fito thisstate from another
state or country. This paragraph does not apply to any environmental technology manufacturer
producer or processor, or facilities and their subsequent expansions and replacements that, ag
1, 1993, hold a storage or treatmenilfigepermit issued by the department of environmental quali
pursuant to 40 Code of Federal Regulations section 270.10 or has obtained plan approval fron|
department of environmental quality pursuant to sectief6® that specifically authorizes the
acceptance of special waste, for an existing or proposed recycling operation, or import hazardq
special wastes for recycling purposeB.2. The manufacturer, producer or processor shall locate
make an additional capital investment in a facilitghis state thatD.2.(a) Is either owned by a
qualified environmental technology manufacturer, producer or processor, or leased by a qualifi
environmental technology manufacturer, producer or processor for a term of five or more years
D.2.(b) Is usegrredominantly to do any of the followinB.2.(b)(i) Sort, store, prepare, convert,
fabricate, manufacture or otherwise process finished products consisting of at least ninety per
recycled materialsD.2.(b)(ii) Prepare, fabricate, manufacture drentvise process finished product
that are powered exclusively with solar or other specific renewable energyb)(iii) Prepare,
fabricate, manufacture or otherwise process raw material or intermediate product exclusively th
a hydrometallurgicalqpcess where at least eigtitye per cent of the process solution used to
produce the finished product is recycled on site for additional produEtigr(b)(iv) Fabricate or
manufacture finished paper products that consist of at least eighty per getddecaterial.D.2.(c)
Costs, or is expected to cost, an aggregate of at least twenty million dollars of new capital inve
in this state within five years after construction begins or commencement of installation of
improvementsE. Certification ad qualification by an environmental technology manufacturer,
producer or processor for purposes of this section does not constitute compliance with any pro
of title 49 or any rule, order, procedure, permit or other regulatory measure required totarsitlan
49. An environmental technology manufacturer, producer or processor shall comply with all
applicable environmental requirements of the department of environmental quality separately g
independently from qualifying for assistance under this@ed-or purposes of complying with title
49, all definitions in that title and those adopted in rules pursuant to that title shall be appli€able
To qualify for tax incentives the taxpayer shé&lll. Agree with the department of commerce in
writing to furnish information relating to the amount of tax benefits the taxpayer receives each y
the taxpayer fails to provide the required information, the department of commerce shall immeg
revoke the taxpayer's qualification and notify the depant of revenuer.2. Enter into a
memorandum of understanding with this state through the department of commerce containing
employment goals. Each year the taxpayer shall report in writing to the department of commer
performance in achieving thege. The memorandum shall contain provisions that akofi(a) The
department of commerce to stop, readjust or recapture all or part of the tax incentives provided
taxpayer on noncompliance with the terms of the memoran@u(b) The departmewnf commerce
to notify the department of revenue of the conditions of noncomplidf@e(c) The department of
revenue to require the taxpayer to file appropriate amended tax returns reflecting the recapturg
tax incentives.G. A manufacturer, practer or processor who is certified by the department of
commerce to qualify for assistance under this section shall not have the certification revoked a
not be disqualified because of the adoption after certification of a rule or a federal oegudkiing
to the requirements under subsection D of this sectibrRetroactive to July 1, 1996, the certificati
of a qualified environmental technology manufacturer, producer or processor may be assigned




transferred to one or more successor tggpa manufacturers, producers or processors that have
acquired and continue to operate a facility that was used to meet the qualifications prescribed i
subsection D of this section and that continues to be used predominantly for the purposes pires
subsection D, paragraph 2, subdivision (b) of this secfidfor purposes of this section. 1.
"Environmental technology" means solar and other renewable energy products or recycled ma
.1.2. "Facility" includes a single facility, a combiian of facilities, land, improvements, building
improvements, real and personal property used for environmental protection facilities as defing
section 4214154, property used to generatesite power or energy and machinery and equipmen
1.3. "Finished paper product" means a paper item or commaodity or one of its components, inclu
newsprint, paper napkins, paper towels, corrugated paper and related cellulosic products, that
not more than ten per cent noncellulosic material such as l@sjridnders or saturants, that has
economic value to a consumer or purchaser and that is ready to be used with or without furthe
altering its form.l.4. "Finished product" means a marketable product or component of a produc
has economic value tocansumer or purchaser and that is ready to be used with or without furth
altering its forml.5. "Hydrometallurgical processing" includes facilities used exclusively for solvs
extraction electrowinning, hydrometallurgical recovery, precipitation aefiwimg, but does not
include smelters, open pit and underground minascancentrator processek6. "Machinery and
equipment" means machinery and equipment that are directly or indirectly used to do any of th
following: 1.6.(a) Sort, store, preparegnvert, fabricate, manufacture or otherwise process finishe
products consisting of at least ninety per cent recycled materials, including all machinery and
equipment designed and used for environmental protection on site as well as all machinery an
egupment used to generate power or energy for use orl.6i{@) Prepare, fabricate, manufacture g
otherwise process finished products that are powered exclusively with solar or other specific
renewable energyl.6.(c) Prepare, fabricate, manufacturetrerwise process raw material or
intermediate product exclusively through a hydrometallurgical process where at leasfiesgpey
cent of the process solution used to produce the finished product is recycled on site for additiof
production.l.6.(d) Fabricate or manufacture finished paper products that consist of at least eight
cent recycled materials, including all machinery and equipment that is designed and used for
environmental protection on site and machinery and equipment that is usgcktatg power or
energy for use on sité7. "Process solution" means solution that is required throughout the
hydrometallurgical process and from which the finished product is extra&etQualified
environmental technology manufacturer, producesrocessor" or "qualified environmental
technology facility" means an entity that for purposes of titles 42 and 43 meets the qualification
prescribed in subsection D of this section and is certified by the department of commerce purs
subsection B afhis sectionl.9. "Recycled materials" means materials that have been separated
recovered or diverted from the solid waste stream and processed and returned to the economi
in the form of raw materials or finished products. Recycled materidisgdmevork in process by the
environmental technology manufacturing, producing or processing company that is composed
least ninety per cent recycled materials and that will be further processed into a finished piddu
"Renewable energy" meaprsergy that is supplieddm sources that are continuaéiplenished from
the sun, the earth or the waste stream, including hydroelectrictisetaral, photovoltaic, biomass,
wind and geothermal processk&l. "Solid waste" means any garbage, tragbhish, refuse, sludge
from a waste treatment plant, water supply treatment plant or pollution control facility and othe
discarded material, including solid, liquid, semisolid or contained gaseous material resulting frg
industrial, agricultural, silvicuiltral and commercial operations and from community activities, bu
including domestic sewage or hazardous waste unless\&sth is received by an environmental
technology manufacturer, producer or processor that holds a storage facility permibistued
department of environmental quality pursuant to 40 Code of Federal Regulations section 270.1
July 1, 1993.

41-1516Healthy forest enterprise incentives; definitions-a. The department of commerce shall
identify and certify to the departmenitrevenue the names and relevant information relating to
qualified businesses for the purposes of available tax incentives for economic enterprises that
forest health in this statel. Implement a program to encourage counties, cities and tovanevide
local incentives to economic enterprises that promote forest health in this2statentify and certify
to the department of revenue the names of and relevant information relating to qualified busine




the purposes of available staés incentives for economic enterprises that promote forest health
this stateb. To qualify for state tax incentives pursuant to this section, a businédast be
primarily engaged in a qualifying project. the business shall submit to the depasfroemmerce
evidence that it is engaged in a qualifying project as foll¢aysThe business operation must enhar
or sustain forest health, sustain or recover watershed or improve public $ajafythe qualifying
forest product is on federal lantetbusiness shall submit a letter from the federal agency
administering the land, or official records or documents produced in connection with the projec
stating that the business is primarily engaged in the business of harvesting or initial proéessing
qualifying forest products for commercial use as follofijsAt least seventy per cent of the harvest
or processed products, measured by weight, must be qualifying forest prddpéisleast seventy
five per cent of the qualifying forest produatseasured by weight, must be harvested from source
this state(c) If the qualifying forest product is not on federal land, the business shall submit a le
from the state forester stating that the business is primarily engaged in the businessstihysor
initial processing of qualifying forest products for commercial use as foll@at least seventy per
cent of the harvested or processed products must be qualifying forest prfguktseast seventy
five per cent of the harvested or pessed products must be from areas in this gthté.the business
is engaged in transporting qualifying forest products, it must submit a letter from the state foreg
United States forest service, or official records or documents produced ircttonméth the project,
stating that all of the qualifying forest products it transports are harvested from areas in this sta
addition, the business must submit evidence to the department of commerce that at leadivaeve
per cent of the mileageaveled by its units each year are for transporting qualifying forest produg
from or to qualifying projects described in subdivision (b) or (c) of this paragraph, unless a lows
mileage is due to forest closures or weather conditions that are beyorwhthol of the businesg.
Must employ at least three permanent-futie employees3. Must agree taa) Furnish to the
department of commerce information relating to the amount of state tax benefits that the busing
receives each yeafb) The dsclosure of the amount of state tax benefits received each year in
composite form, without specific identification of the taxpay®rMust enter into a memorandum o
understanding with the department of commerce contaitédE mployment goals. Eaglear the
business must report in writing to the department of commerce its performance in achieving thg
(b) A commitment to continue in business and use the qualifying equipment primarily on qualify
projects in this state as described in panalyrh of this subsection, other than for reasons beyond {
control of the business. The department of commerce shall consult with the department of reve
designing the memorandum of understanding to incorporate the legal qualifications for théeava
tax incentives and shall include the requirement that any qualifying equipment that is purchase
leased free of transaction privilege or use tax must continue to be used in this state for the tern
memorandum of understanding or the duratioitsobperational life, whichever is shortgic)
Provisions considered necessary by the department of commerce to ensure the competency al
responsibility of businesses that qualify under this section, including registration or other accre
with trade and professional organizations and compliance with best management and operatio
practices used by governmental agencies in awarding forestry contidcthie authorization for the
department of commerce to terminate, adjust or recapture alttarfphe tax benefits provided to th
business on noncompliance with the law, noncompliance with the terms of the memorandum o
violation of the terms of any contracts with the federal or state government relating to the qualif
project. The department commerce shall notify the department of revenue of the conditions of
noncompliance. The department of revenue may also terminate the certification if it obtains
information indicating a failure to qualify and comply. The department of revenue masertgii
business to file appropriate amended tax returns or to file appropriate use tax returns reflecting
recapture of the direct or indirect tax beneffis. Must submit a copy of the certification to the
department of revenue for approval beforengghe certification for purposes of any tax incentive.
The department of revenue shall review and approve the certification in a timely manner if the
business is in good standing with the department and is not delinquent in the payment of any tq
collectal by the department. A failure to approve or deny the certification within sixty days after
date the business submits it to the department constitutes approval of the certificatan.the
purposes of section 4075, subsection B, paragraph 1% tepartment of commerce shall certify
prime contractors that contract for the construction of any building, or other structure, project,
development or improvement owned by a qualified business for purposes of a qualifying projeq




described in subsectidn paragraph 1 of this sectiol. To obtain and maintain certification under
this section, a business mukt:Apply to the department of commerc. Submit and retain copies g
all required information, including information relating to the actugdrojected number of
employees in this stat&. Allow inspections and audits to verify the qualification and accuracy of
information submitted to the department of commei€eCertification under this section is valid for
twelve calendar months fromeldate of issuance. A business must apply for recertification at lea
thirty days before the current certification expires. The application for recertification shall be in
prescribed by the department of commerce and shall confirm that the bisic@stinuing in a
qualifying project and is in compliance with all requirements prescribed for certificdidnithin
sixty days after receiving a complete and correct application and all required information as pre
by this section, the deparémt of commerce shall grant or deny certification and give written notig
by certified mail to the applicant. The applicant is certified as a qualified business on the date t
notice of certification is delivered to the applicant. A failure to resportdmétixty days after
receiving a complete and correct application constitutes approval of the applicatiohe
certification shall state an effective date with respect to each authorized tax incentive which, in
case, must be at the start of a taga/ear or taxable periodd. On or before March 1 of each year,
each qualifying business shall make a report to the department of commerce on all business a
the preceding calendar year. Business information contained in the reports is tiahfaehshall not
be disclosed to the public except as provided by this section and except that a copy of the repq
be transmitted to the department of revenue. The report shall be in a form prescribed by the
department of commerce and includetnformation prescribed by the department of commerce w
respect to both qualifying projects and other projects and business activity that do not qualify fg
purposes of this sectiod. Employment information necessary to confirm eligibility for income t
credits as prescribed by sections ¥ 6 and 43.162. |. For purposes of administering and ensurir
compliance with this section, agents of the department of commerce may enter, and a qualified
business shall allow access to, a qualifying projeciagiteasonable times and on reasonable notic
1. Inspect the facilities at the sife.Obtain factual data and records pertinent to and required by |
to be kept for purposes of tax incentivesOtherwise ascertain compliance with law and the tefm
the memorandum of understandidgThe department of commerce shall revoke the business'
certification and notify the department of revenue and county assessor if Bitéthin thirty days
after a formal request from the department of commertieecdepartment of revenue the business
fails or refuses to provide the information or access for inspections required by this edilom.
business no longer meets the terms and conditions required for qualification for the applicable
incentivesK. For the purposes of this sectidn:"Forest health" means the degree to which the
integrity of the forest is sustained, including reducing the risk of catastrophic wildfire and destry
insect infestation, benefiting wildland habitats, watershedsaminunities2. "Harvesting" means
all operations relating to felling or otherwise removing trees and other forest plant growth and
preparing them for transport for subsequent proces3intnitial processing” meang&) The first
change, after harvesi the physical structure of qualifying forest products removed from a qualif
project into a marketable commercial product or component of a product that has commercial \
a consumer or purchaser and that is ready to be used with or withoat alténing its form.(b)
Burning qualifying forest products in the process of commercial electrical generation or comme
thermal energy production for heating or cooling, regardless of the physical structure of the forg
product before burningt. "Qualifying equipment" means equipment used directly in the harvesti
initial processing of qualifying forest products removed from a qualifying project. Qualifying
equipment does not include sphopelled vehicles required to be licensed by this sbatemay
include other licensed vehicles as provided by this paragraph. qualifying equipment in@udes:
Forest thinning and residue removal equipment, including mulching and masticating equipmen
bunchers, skidders, log loaders, portable chippad grinders, slash bundlers, delimbers, log trailg
chip trailers and other trailers that are uniquely designed for handling forest products and that 4
licensed for operation on public highwayls) Forest residue receiving and handling equipment,
including truck dumpers, log unloaders, scales, log decking facilities and equipment and chip p
facilities. (c) Sorting and processing equipment, including portable and stationary log loaders, 1
end loaders, fork lifts and cranes, chippers andigrsy screens, decks and debarkers, saws and
sawmill equipment, firewood processing, wood residue baling and bagging equipment, kilns, pl
and molding equipment and laminating and joining equipm@htForest waste and residue dispos




and processingquipment, including(i) Processing and sizing equipment, hogs, chippers, screen
pelletizers and wood splitter@i) Transporting and handling equipment, including loaders, convey
blowers, receiving hoppers, truck dumpers and dofigydVaste tse equipment, including fuel feed
storage bins, boilers and combust¢ing. Waste project use equipment, including generators,
switchgear and substations andsiie distribution systemgv) Generated waste disposal equipmen
including ash silos and wgewater treatment and disposal equipm@itShop and maintenance
equipment and major spares having a value of more than five thousand dollars.eguinalifying
forest products” means dead standing and fallen timber, and forest thinnings asadttigtesl
harvest of small diameter timber, slash, wood chips, peelings, brush and other woody vegetatiq
removed from federal, state and other public forest land and from private fore®.|&Rdalifying
project” means harvesting, transporting or thigal processing of qualifying forest products as
required for certification pursuant to this section.

41-1517Motion picture production tax incentives; duties; definitionsd A From and after
December 31, 2005 through December 31, 2010, the departreamhoferce shall qualify motion
picture production companies that produce one or more motion pictures in this state for motion
production tax incentives, subject to the following requirements and conditidnExcept as
provided in subsection K ohis section, a motion picture production company must spend at leag
hundred fifty thousand dollars toward production costs in this state producing each motion pict
.A.2 For the purpose of this section, production costs are limited to and talfeetfollowing
conditions:A.2(a) Salaries and other compensation for talent, management and labor paid to re
of this state, as defined by section4®}. A.2(b) A story and scenario to be used for a motion pict
.A.2(c) Set construction angberations, wardrobe, props, accessories and related services in this
Expenses paid for construction contracts are limited to contractors who are licensed under title
chapter 10.A.2(d) Photography, sound synchronization, lighting and relatstd gucurred in this
state.A.2(e) Editing and related services performed in this stagf) Rental of facilities and
equipment in this staté.2(g) Catered food, drink and condiment purchased in this st&gh) Other
direct in-state costs of proding the motion picture,ysuant to rules adopted by ttiepartment of
revenue that follow generally accepted accounting standards for the motion picture infd@éiry.
Payments for penalties and fines do not qualify as production £0&¢H. Expensedncurred before
the date of notice of preapproval under subsection D of this section do not qualify as productio
A.3 A motion picture production company or its authorized payroll service company must empl
residents of this state in its prodwactiactivities as follows:A.3(a) In 2006, at least twefing per

cent of fulitime employees working in this state must be residents of this Atafb) In 2007, at
least thirtyfive per cent of fultime employees working in this state must be restefithis state.
A.3(c) In 2008 and every subsequent taxable year, at least fifty per centtohfubmployees
working in this state must be residents of this s#at# A motion picture production company must
submit a completed application pursuansabsection C of this section. An application is complete
receipt of all requested informatio.5 A motion picture production company must include in the
credits for each motion picture, other than a commercial advertisement or music video, an
acknowedgement that the production was filmed in ArizaBaOnly a motion picture production
company that demonstrates that it has the lawful right to produce a particular production may 4
for qualification under this section with respect to that prodoc€ A motion picture production
company initially applying for qualification under this section must report the following to the
department of commerce on a form and in a manner prescribed by the department, with the
cooperation of the department of rauve:C.1 The name, address, telephone number and WEBSI]
of the motion picture production compar@/2 The name and address of an individual who will
maintain records of expenditures in this stafe3 The projected first preproduction date and last
prodiction date in this stat€.4 The production office address and office telephone number in th
state.C.5 The estimated total budget of the producti@ré The estimated total expenditures in thig
state.C.7 The estimated total percentage of the prodndtiking place in this stat€.8 The estimateg
level of employment of residents of this state in the cast and dZevA script, including a synopsis
the proposed director and a preliminary list of the cast and producer, except that, with respect
television series, other than a pilot production, in lieu of a script the applicant must ir@@EA
synopsis of the general nature of the sefe8(b) A description of the characters and the intended
nature of their interaction with each oth&.9(c) A description of the location§.9(d) A description




of the setsC.9(e) The intended distribution or broadcast medium with specific television channe
known..C.10 An affirmation signed by any person who will be credited on screen potheer or
producers of the motion picture, not including the executive producers, associate producers, ag
producers or line producers, th@10(a) The motion picture production company agrees to furnig
records of expenditures in this statelte department of revenue on requ€sLO(b) Any items
purchased with a CERTIFICATE issued under sectic®@@, subsection H are intended for use [
the applicant directly in motion picture producti@The department of commerce shall review all
appliations within thirty days after submission of a complete application pursuant to subsectior
this section to determine whether the motion picture production company satisfies all of the crit
provided in subsection A of this section and shall eisfalthe process by which the department
qualifies and preapproves a company for motion picture production tax incentives. This proces
preapprove a company for motion picture production tax incentives based on priority placemen
established by the tlathat such motion picture production company filed its initial application for
qualification with the department The department of commerce may conduct a site visit to veri
that production has begun. Within ninety days after the department preapfite company's initial
application, the company must submit notice to the department that production has begun and
at least one of the followingg.1 A copy of a contract, loan out agreement or deal memo with a
cameraman and cre.2 A copy ofthe crew call sheet for the first day of productiBr8 Evidence
that residents of this state have been paid a total of at least five thousand dollars for work on th
preapproved motion picturg.4 A copy of a contract or agreement directly attributtdotae
preapproved motion picturg. Preapproval by the department of commerce under subsection D ¢
section lapses, the application is void and the amount of the preapproved incentives does not 4
against the dollar limit prescribed by subsectiarf this section if, within ninety days after the
department preapproves the company, the company fails to provide documentation df.dither:
expenditure in this state of the lesserfott(a) Ten per cent of the estimated total state budget of 1
production.F.1(b) Two hundred fifty thousand dollais2 A completion bond, equal to the estimat
total budget of the production, for the production of the motion picture for which the company W
preapproved. For the purposes of this paragraph, "atioplbond" means an executed written
contract, issued by an insurance company with an insurance industry rating of B+ or better by
Best company guarantying to the financiers of the project that it will be completed according to
terms of the pregwoved application submitted by the production company in its applic&idie
preapproved amount applies against the dollar limit prescribed by subsection J of this section f
year in which the application was submitted regardless of whetheilitiakgreapproval period
extends into the following year or years. Before the expiration of the initial preapproval or
requalification period, a company may voluntarily relinquish unused credit ambuiiise
department of commerce shall reallocate thewrhof credits that is voluntarily relinquished under
subsection G of this section, that lapses under subsection F of this section or that LAPSES un(
subsection O of this section. The reallocation shall be to other motion picture production comps
that applied in the original credit year based on priority placement. The amount of the reallocat
credits shall continue to apply against the dollar limit of the original credit year regardless of thé
in which the reallocation occurs. If for any year unused balance occurs in the income tax credit
authorized under the dollar limit prescribed by subsection J of this sddtibithe balance shall be
allocated to motion picture production companies that successfully appeal the denial of approv
this section or section 41517.01. Any amount of income tax credits due to successful appeals t
are not paid from an unused balance in any year shall be paid against the dollar limit allowed b
subsection J of this section in the following yd&2 Any remaining unused balance shall be
reallocated for the purposes of this section in the following yé&aginning with the tax credits
allocated for 2006 pursuant to subsection J of this section, an approved credit offsets tax liabili
the taxableyear for which the credit was originally allocated or any subsequent taxable year wit
applicable carryforward period pursuant to sectiorl@35, subsection G or section-4363,
subsection G. The credits must be claimed on a timely filed origioairie tax return, including
extensionsJ Subject to the requirements of sectior1817.01 and subsections K and U of this
section, the department of commerce shall not preapprove income tax credits exceeding d.tbtg
Thirty million dollars for 208. J.2 Forty million dollars for 20074.3 Fifty million dollars for 2008.
J.4 Sixty million dollars for 2009.5 From and after December 31, 2009, seventy million dollars
a single yearJ.6 Five million dollars for an individual motion picture apption in 2007J.7 Seven




million dollars for an individual motion picture application in 2008 Eight million dollars for an
individual motion picture application in 20029 From and after December 31, 2009, nine million
dollars for an individual maon picture applicationK Beginning in 2008, the following provisions
apply with respect to commercial advertisement and music video produ€tioRrive per cent of the
maximum dollar amount of income tax credits prescribed for any year by subseatithisection ig
reserved for use with respect to commercial advertisement and music video pro¢ugtidn.
commercial advertisement or music video production company may apply for qualification undg
subsection C of this section before the companghesathe minimum expenditure threshold
requirements of subsection A, paragraph 1 of this sed€i@nin lieu of a script under subsection C,
paragraph 9 of this section, the applicant must submit a synopsis or storyboakd3(@ttdentifies
the produgt service, person or event for a commercial advertisement or the artist and song for &
video.K.3(b) Describes the general content or message to be conke3@).Describes the location
or locationsK.3(d) Describes the sets.3(e) Describes thimtended distribution or medium and
specific channels, if knowrK.4 The department must review the completed application within fift
business day¥.5 Expenses incurred before the date of submission of a completed application
subsection C dhis section do not qualify as production cokt€ The department shall allocate the
income tax credit incentives based on priority placement established by the date that the comp)
its application and based on the percentage of estimated tpealditures in this state allowed as a
credit under section 4B075 or 431163.K.7 Within sixty days after applying with the department
under subsection C of this section, a company that is preapproved for a specific production my
and provide doamentation of expenditures to the department of the total amount of eligible
production costs associated with the productikoB. The company is not eligible for income tax cre
incentives until the company's eligible production expenditures reach twioduliifty thousand
dollars in a period of twelve consecutive months. When the company reaches that threshold, th
company may apply to the department for approval of the income tax credit incentives pursuan
subsection O of this section. Applicatioms &pproval of income tax credit incentives may not be
submitted by the same company more fretiyghan once a calendar monk9 Notwithstanding
any other provision of this section, the department of commerce shall adopt rules and prescribg
andprocedures as necessary for the purposes of this subsediigoept for applications with respeq
to commercial advertisement and music video production under subsection K of this section, af
October 31 of each year, if the department has preapptiogedaximum calendar year tax credit
amount pursuant to subsection J of this section, the department may accept initial applications
next calendar year. The preapproval of any application pursuant to this subsection shall not be
effective prior tathe first business day of the following calendar year. The department may acce
initial applications with respect to commercial advertisement and music video production unde
subsection K of this section only during the calendar year in which the anvediltd be allottedM
Subject to subsection O of this section, the department of commerce shall deny an application
submitted on completion of the production pursuant to subsection O of this section if it determir
that:M.1 The motion picture productiorompany does not meet all of the established criteria
provided in subsection A of this sectidvi.2 The production would constitute an obscene motion
picture film or obscene pictorial publication under title 12, chapter 7, articl®131The production
depicts sexual activity as defined in title 13, chapterM3L The production would constitute sexual
exploitation of a minor or commercial sexual exploitation of a minor under title 13, chapteN35.1
On a determination by the department of commerceathaition picture production company
gualifies for motion picture production tax incentives, the department shall issue the company &
written letter of qualification and transmit a copy of the letter to the department of revenue. Beg
from and after Deember 31, 2007, a letter of qualification is effective for twdaty consecutive
months as stated in the lett€r.Upon completion of the motion picture production, a motion pictul
production company that qualifies for the motion picture tax incensivel apply to the department
in writing for approval of income tax credits, submit a viewable copy of the motion picture, exce
provided in subsection p of this section, and certify the total amount of eligible production costg
associated with the gyect incurred from and after December 31, 2005. From and after June 30,
the department shall provide approval to a motion picture production company that it has met t
eligibility requirements of this section and shall notify the department ofivevihat the motion
picture production company may claim the tax credits pursuant to sectid®¥8&nd 43.163. If
the eligible production costs actually spent are less than the amount preapproved for income ta




credits, the preapproved amount not imedrlapses and does not apply against the dollar limit
prescribed by subsection J of this section for that yBah.motion picture production company may
apply for postapproval of the production before a viewable copy of the production under subse
of this section is available. To do so, the company must submit with its application a letter of cr
payable to the department of revenue, providing that within two business days after the issuer
a written determination from the departmentafmerce that the production fails to qualify for the
tax credits the issuer will pay to the department of revenue the full face value of the income tax
in the application. If the department of revenue draws on the letter of credit, the motiles sha
transferred to and held in an interest bearing account pending the final outcome of an appeal, i
The letter of credit may be released on the determination by the department of commerce that
completed production qualifies for the tax cred@df a preapproved motion picture production
company fails to undertake production, as described in subsection F of this section, and also fg
voluntarily relinquish the unused credit amounts for reallocation by the department as provided
subsedbn G of this section within the ninetiay period, the company and all persons signing the
application for preapproval are disqualified from receiving, or participating in any motion picture
production company that applies for or receives, tax incerpiwvesiant to this section for three yea
after the original applicatiolR The department of commerce, with the cooperation of the departn
of revenue, shall adopt rules and publish and prescribe forms and procedures as necessary to
the purposs of this sectiors Any information gathered from motion picture production companig
for the purposes of this section, or applicants for infrastructure incentives for the purposes of s¢
41-1517.01, shall be considered confidential taxpayer infoomand shall be disclosed only as
provided in section 42003, subsection B, paragraph 12, except that the department shall publig
following information in its annual repor&.1 The name of each motion picture production compa
and infrastructuremplicant and the amount of income tax credits preapproved for each producti
infrastructure projectS.2 The amount of credits approved with respect to each produttidre
department of commerce shdlll Keep annual records of the informationyyded on applications
for motion picture production tax incentives. These records shall reflect a percentage comparis
the annual amount of monies exempted or credited to qualifying motion picture production com
to the estimated amount of mongggent on irstate production costs by motion picture production
companies.T.2 Maintain annual data on growth in Arizebased motion picture industry companig
and motion picture industry employment and wade3.Not later than April 30 of each yeargpare
and publish a report summarizing the information collected pursuant to this subsection. The
department shall make copies of the annual report available to the public on ré&fGedtect to
annual legislative authorization, the amount of three tadhthirty seven thousand seven hundred
dollars from the dollar amount of income tax credits under subsection J of this section is alloca
each year to the department of commerce for up to sitifiodl equivalent positions dedicated solel
for the purpses of this section and section¥817.01. If the income tax credits terminate pursuan
subsection A of this section and sectiorl&17.01, subsection A, the authorization under this
subsection and any positions dedicated for those purposes alstateriiFor the purposes of this
section:V.1 "Commercial advertisement" means an advertising message designed for delivery
either:V.1(a) A motion picture film or video medium to attract the attention of consumers or infll
consumers' feelingsward a particular product, service, event or caisé(b) Still photography that
is used in national or international print media to attract the attention of consumers or influence
consumers' feelings toward a particular product, service event or\éauddotion picture” means a
single medium or multimedia program, including a commercial advertisement, music video or
television series, that/.2(a) Is created by production activities conducted in whole or in part in th
state.V.2(b) Can be viewed aeproducedV.2(c) Is intended for commercial distribution or licensit
in the delivery medium usetotion picture does not include any production featuring actual new
current events, weather, locally produced and locally broadcast television produfitiancial
market reports, concerts, Internet broadcasts, talk shows and interviews, game shows, sportin
award or other gala events, a production whose sole purpose iafsimdj, a production used for
corporate or organizational trainingiorhouse corporate advertising or other similar production
activities.V.3 "Motion picture production company" or "production company" means any persor
primarily engaged in the business of producing motion pictures and that has a physical busineg
and bank account in this stat.4 "Motion picture production tax incentives" means the tax
deductions for transaction privilege and use taxes listed in sectib@0® subsection H and the




credit against income taxes provided under sectiehO¥3 or 421163..V.5 "Music video" means a
filmed or videotaped rendition of a song or songs, portraying musicians performing the song or|
visual images set to the lyrics of the soWd "Television series” means a group of productions th
created or adaptl for television broadcast with a common series title, that is related to each oth
subject or theme, that is produced seasonally for appearing at scheduled intervals, but subject
discretionary programming and scheduling decisions, and with cowtithpredetermined number o
episodes. Television series includes a pilot.

41-1517.01Motion picture infrastructure tax incentives; definitions--A. From and after October
31, 2007 through December 31, 2010, the department of commerce shall certifypradtics
infrastructure projects in this state for the purpose of tax credits under secti67Z.81 or 43
1163.01. To qualify for certificatiorA.1. A person must apply to the department. The applicant m
be the person who will own and operate tHeastructure project and may be a motion picture
production company, as defined in sectioAl®17. The application must includ&:1.(A) The
applicant's name and contact informatidril.(B) A detailed description of the projegt.1.(C)A
preliminary budgt. A.1.(D) An outline of how the project meets the requirements of this section.
A.1.(E) The projected start and completion dafe$.(F) The name and contact information for the
prime contractor, if knownA.1.(G) A copy of the construction contractaifailable..A.1.(H) An
affirmation signed by an executive representing the applicant®HafH)(l)The applicant agrees to
furnish records of expenditures on infrastructure projects in this state to the department of com
on requestA.1.(H)(I)Any items included in its base investment are intended for use by the appl
directly in the infrastructure projed\.2. If the application is for a soundstage, after the date the
department of commerce approves the application under subsection Bsefctiog, the applicant
must spend at leasfA.2.(A) Two hundred fifty thousand dollars in this state directly on project
expenses within ninety day#.2.(B) An additional one million dollars in this state directly on proje
expenses within twelve mordghA.2.(C) A total of at least five million dollars in this state directly o
project expenses within thirgix months.A.3. If the application is for support and augmentation
facilities, after the date the department of commerce approves the applicat@msubsection B of
this section, the applicant must spend at Iéa&t:(A) Two hundred fifty thousand dollars in this sta
directly on project expenses within ninety da¥s3.(B) A total of at least one million dollars in this
state directly on pregt expenses within thirgix months.B. Within thirty days after submission, th
department of commerce shall review each complete application to determine whether the app
satisfies all of the criteria required by this section. The departmentonayct a site visit as part of
the review process. This process shall approve an applicant for tax credits under this section b
B.1. Priority placement for credits under this section established by the date the applicant filed
initial applicaton under subsection a of this sectiBm2. The availability of tax credit amounts unde
the dollar limits prescribed by subsection C of this sectidnSubject to the limits prescribed in
section 411517, subsection J, the department of commercerstitatiertify income tax credits under
this section, computed as fifteen per cent of the total base investment, exceeding a thal leifve
million dollars for soundstage projects initially certified in 2008. If no soundstage project was
initially certified in 2008, five million dollars for soundstage projects initially certified in 200®. If
at least one soundstage project was initially certified in 200(A) Five million dollars for
soundstage projects initially certified in 20@3.(B) Seven million dollars for support and
augmentation facilities initially certified in 2009 that are associated with certified soundstage pr
.C.4. If no soundstage project was initially certified in 2008 or 2009, five million dollars for
soundstage piects initially certified in 2010C.5. If only one soundstage project was initially
certified in 2008 or 2009C.5.(A) Five million dollars for soundstage projects initially certified in
2010.C.5.(B) Nine million dollars for support and augmentatiorilifées initially certified in 2010
that are associated with the certified soundstage pr@egt!f more than one soundstage project w
initially certified in 2008 or 2009, or botiE.6.(A) Five million dollars for soundstage projects
initially certified in 2010C.6.(B) Nine million dollars for support and augmentation facilities initig
certified in 2010 that are associated with certified soundstage profgatsThree million dollars for §
support and augmentation facilities projéat.After October 31 of each year, if the department hag
preapproved the maximum dollar amount of income tax credits under subsection C of this sect
the calendar year, the department may accept initial applications for the next calendar year. Th
preapprovabf any application pursuant to this subsection is not effective before the first busine




of the following calendar yeaiE. Preapproval by the department of commerce under subsection
this section lapses, the application is void and the amouhégfreapproved incentives does not ap
against the dollar limit prescribed by subsection C of this secti&nlif:Within ninety days after the
department preapproves the company, the company fails to provide documentdian(Aj:

Its expendituren this state of the lesser oE.1.(A)(l) Ten per cent of the estimated total base
investment amountE.1.(A)(II) Two hundred fifty thousand dollar&.1.(B) A surety bond equal to
the estimated total base investment amount for which the companyeeapmved.

E.2. For soundstage projects, within one year after the department preapproves the company,
company fails to provide documentation Bf2.(A) Total expenditure in this state of one million tw|
hundred fifty thousand dollark.2.(B) A surgy bond equal to the estimated total base investment
amount for which the company was preappro¥eddn completion of the motion picture
infrastructure project, an applicant that has been preapproved for income tax credits must appl
department irwriting for approval of the total base investment in the project. If the applicant has
the eligibility requirements of this section, the department siall: Approve the total base
investment amount, but the calculated income tax credit shall oe¢@sthe preapproved amount
under this sectiorf-.2. Notify the department of revenue that the applicant may claim the incomg
credits pursuant to section-4875.01 or 431163.01 in the amount determined under paragraph 1
this subsectionG. The cormpany and all persons signing the application for preapproval may be
disqualified from receiving future tax credits pursuant to this section if, within eighteen months
the date of postapproval under subsection F of this section, the applicantdalsrib a report to the
department that include&.1. A list of activities and productions conducted at the project in the
twelve months following postapprovab.2. The amount of any additional capital investméns.
Any changes to or improvements madehe project since the date of postapprodalWithin sixty
months after postapproval under subsection f of this section, if the department of commerce
determines that a person that received a tax credit pursuant to this section failed to comply ofit}
the requirements prescribed by this section, the department shall terminate, adjust or recapturé
part of the tax credit. The department of commerce shall notify the department of revenue of th
conditions of noncompliance. The department géneie may also terminate the approval of the cr
if it obtains information indicating a failure to qualify and comply. The department of revenue m
require the person tél.1. File appropriate amended tax returns reflecting the recapture of the an
of the tax credit actually applied to reduce state income tax liabHitg. Pay a penalty of four and
onehalf per cent of the amount of the applied credit per month elapsing from the date the penad
assessed until it is paid, except that the fmalalty shall not exceed twerfiye per cent of the full
amount of the credit. The department of commerce, with the cooperation of the department of
revenue, shall adopt rules and publish and prescribe forms and procedures as necessary to eff
the purposes of this sectiod. Any information gathered from applicants for the purposes of this
section is considered to be confidential taxpayer information and shall be disclosed only as pra
section 411517, subsection S and section2t3, sbsection B, paragraph 1R.For the purposes of
this sectionK.1. "Base investment" means the budget for the infrastructure pigjéct:Motion
picture" has the same meaning as defined in sectidrb41..K.3. "Motion picture infrastructure
project”, 'Infrastructure project" and "projectk.3.(A) Means soundstages and support and
augmentation facilities that are constructed in this state and primarily used for motion picture
production K.3.(B) Does not include motion picture theaters and other conmthexhibition
facilities. .K.4. "Soundstage" means a permanent facility in this state of one or more sets or sta
used primarily for staging and filming motion pictures and any land, perminiglings or capital
equipment that is in or adjacent todan necessary for the operation of, a soundst&ge. "Support
and augmentation facilities" means permanent facilities in this state that are used to compleme
motion picture production needs and complement the motion picture produéti@ri'suretybond"
means an executed written contract, issued by an insurance company with an insurance indus
of B+ or better by A.M. Best Company guarantying to the financiers of the project that it will be
completed according to the termfsthe preapprovedpplication submitted by the production
company in its application.

41-1518Capital investment incentives; evaluation; certification; definitions-A.
Beginning July 1, 2006, the department of commerce shall receive and evaluate applications t
subnitted by qualified investors to receive a tax credit pursuant to sectié0Z802 for qualified




investments made in a qualified small business and certify to the department of revenue the ng
amounts and other relevant information relating to theiegk.B. To be eligible for a tax credit
pursuant to this section and section1484.02, a qualified investor shall file an application with th
department of commerce within thirty days after making a qualified investment. The application
form prescribed by the department of commerce, shall inclBBde:The name, address and federal
income tax identification number of the applicdh2. The name and federal employer identificatio
number of the qualified small business that received a qualifiedtment made by the applicant.
B.3. The date the qualifieédvestment was madB.4. Any additional information that the departme
of commerce require€. As part of the application, the applicant and the qualified small busines
receives the inestment shall each provide written authorization pursuant to secti2d0&
designating the department of commerce as eligible to receive tax information from the departr
revenue for the purpose of determining if any misrepresentations existapplieation. The
authorization shall limit disclosure to income tax information for the latest two years for which r
were filed with the department of revenue preceding the date the application is filed and for all
years through the year in whitie investment was made for which a return was not filed as of th
date of the application. The applicant shall also provide in the written authorization income tax
information for all tax years in which the applicant could claim or carry forward thi preduant to
this section, but limited to the tax years in which the applicant actually claims a credit or carries
forward a credit on a return filed with the department of revenue. An applicant who has an indi
ownership interest as a-covner of abusiness who may be entitled to a pro rata share of the cred
pursuant to section 4B074.02, subsection E shall provide a written authorization with content si
to the authorization, and in the same manner as, any other applicant is require@tleo Préhe
department of commerce shall review and make a determination with respect to each applicati
within ninety days after receiving the application. The department of commerce may request
additional information from the applicant in order to makenformed decision regarding the
eligibility of the qualified investor or qualified small busineSs Subject to subsection F of this
section, the department of commerce shall authorize tax credits for each qualified investor wha
a qualified invesnent in a qualified small business. The amount of the credit sh&ll belf the
qualified investment is made in a qualified small business that maintains its principal place of b|
in a rural county of this state or is a bioscience enterprisbjetyper cent of the amount of the
investment per year for the first and second taxable years after the investment is made and elg
cent of the amount of the investment for the third taxable year after the year in which the invest
made E.2.f the qualified investment is made in a qualified small business other than a busineg
described in paragraph 1 of this subsection, ten per cent of the amount of the investment for e
the three taxable years after the year in which the investmenties ldhe department of commerq
shall not authorize tax credits under this section after June 30, 2011. The department of comm
shall not certify tax credits under this section exceeding twenty million dollars. Tax credits that
after certificaibn or that are otherwise not timely used by the qualified investor for whom they w|
originally authorized shall be included in the twenty million dollar limitation. If qualifying
applications exceed twenty million dollars, the department of commertastherize credits in the
order of the date and time that the applications are received by the department of commerce, &
evidenced by the time and date stamped on the application when received by the department.
applications shall be filed in persahthe department of commerce. If an application is received tf
if authorized would require the department of commerce to exceed the twenty million dollar limi
department of commerce shall only grant the applicant the remainmiognt of taxcredits that would
not exceed the twenty million dollar limit. After the department of commerce authorizes twenty
million dollars in tax credits, the department of commerce shall deny any subsequent applicatiq
are received. The department of commehzgl gertify to the qualified investor and to the departmy
of revenue the amount of the tax credit that is authorized for purposes of seetidn4@2 for each
taxable year described in subsection E of this sedHoithe total of all qualified investents in any
calendar year by a qualified investor and its affiliates in qualified small businesses that are elig
a tax credit pursuant to this section and sectio@#31.02 shall not exceed two hundred fifty
thousand dollars. The maximum amouhgjoalified investments in a single qualified small busines
for which the department of commerce may authorize tax credits under this section shall not ex
aggregate of two million dollars in investments for all taxable years. If applications ftretdits are
received for investments that exceed the limits prescribed by this subsection for any qualified g




business, the department of commerce shall authorize credits in the order of the date and time
applications are received by the dgment of commerce. If an application is received that, if
authorized, would require the department of commerce to authorize tax credits for any investm
qualified small business that would cause the total qualified investments in the busixesgdalee
limits prescribed by this subsection, the department of commerce shall only grant the applicant
remaining amount of tax credits that would not exceed the limits prescribed by this subkeclioa.
qualified investor shall file a return alaing the tax credit with the department of revenue for
application against income tax pursuant to secticd@i31.02 by the due date of the return, includin
extensions, for the tax year in which the credit is available. If the qualified investor taifely file

a return claiming the credit for a taxable year, the credit expires for that taxable year and there
no carryforward of the expired credit. If a qualified investor includesvawers of a business who
qualify for individual pro rata shas of the credit pursuant to section4B74.02, subsection E, each
individual owner shall file a return claiming the tax credit with the department of revenue by the
date of the return, including extensions, for the tax year in which the crediilistéde. If an
individual ccowner fails to timely file a return claiming the credit for a taxable year, the credit e
for that taxable year and there shall be no carryforward of the expired credit. Credits that expiré
otherwise are not timelysed by the qualified investor or by the individualosaner of a business for
whom the credits were originally authorized shall not be reissluédh receiving an application for ¢
tax credit from a qualified investor, or a written request for ceatifin as a qualified small business
from a corporation, limited liability company, partnership or other business entity, the departme
commerce shall determine whether the corporation, limited liability company, partnership or oth
business entity thas named in the application or written request is a qualified small business. T
department of commerce shall determine if the business is a bioscience enterprise and if the b
maintains its principal place of business in a rural county in this.sAfter determining the
qualifications, the department of commerce shall certify the qualified small business as being €
to receive qualified investments for purposes of this section. The certification is valid for one ye
the department afommerce may revoke the certification at any time or refuse to renew the
certification if the business fails to maintain the required qualifications. If a qualified small busin
fails to maintain the qualifications, the business shall notify the depattofi commerce within five
business days of failing to meet the qualifications. The department of commerce shall revoke tt
certification of the business and may assess a penalty against the business entity equal to the
of the tax credits authorideafter the business failed to meet the qualifications. The penalty shall
deposited into the state general fund. If the certification is revoked or expires, subsequent inve
in the business do not qualify for a tax credit pursuant to this sestbsection 43.074.02. All tax
credits that are issued before any expiration or revocation of the certification shall remain valid
application for a tax credit shall not be denied on the basis of the expiration or revocation of the
certification if he investment was made before the date of the expiration or revodafitre
department of commerce shall provide to the department of revenue necessary information reg
administer this section and section#374.02. If the department of commestdsequently discover
that an applicant who received a tax credit misrepresented information on the application, the
department of commerce shall immediately notify the department of reaadygrovide the
department of revenue all information that tetato that applicant. If the department of revenue
determines that there has been a misrepresentation on the application, the department of reve
deny the credit if the misrepresentation relates to whether the applicant was a qualified investo
made a qualifiethvestment. If the misrepresentati@iates to whether the investment was made t
.J.1. A qualified small business, the department of revenue shall deny the credit only if the app
knew or should have known at any time before #réfication that the representation was falkg.

A bioscience enterprise or a business that maintains its principal place of business in a rural cg
this state, the department of revenue shall decrease the amount of the credit that woulchhave |
allowed under subsection E, paragraph 1 of this section to the amount allowed under subsectiq
paragraph 2 of this section only if the applicant knew or should have known at any time before
certification that the representation was falséef-or the purposes of this sectidi:1. "Affiliate"
means any person or entity that controls, that is controlled by or that is under common control
another person or entity. For the purposes of this paragraph, "control" means the power to detg
the poltcies of an entity whether through ownership of voting securities, by contract or oth&n&ise
"Asset" means any owned property that has value including financial assets and physical asse




Intellectual property shall not be included when determinitey tssetsk.3. "Bioscience enterprise”
means a business whose activity is related to bioscience as determined by the department of g
or any corporation, partnership, limited liability company or other business entity that is primaril
engaged in ausiness that conducts research, development, manufacture, marketing, sale and
of products, services and solutions relating to either of the followir8fa) Medical, pharmaceutical
nutraceutical, bioengineering, biomechanical, bioinformatiasther lifescience based applications
K.3(b) Applications of modern biological, bioengineering, biomechanical or bioinformatics
technologies in the fields of human, plant or animal health, agriculture, defense, homeland sec
the environmentk.4. "Qualified investment" means an investment in an equity security that mee
of the following requirementsK.4(a) The equity security shall be common stock, preferred stock
interest in a partnership or limited liability company, a securityithebnvertible into an equity
security or other equity security as determined by the department of comret(a). The
investment shall be at least twetfitye thousand dollarsK.4(c) The qualified investor and its
affiliates do not hold, of record treneficially, immediately before making an investment, equity
securities possessing more than thirty per cent of the total voting power of all equity securities
qualified small busines.5. "Qualified investor" means an individual, limitgability company,
partnership, s corporation as defined in section 1361 of the internal revenue code or other busi
entity that makes a qualified investment in a qualified small business. Qualified investor does n
mean a corporation that is subjextéax under title 43, chapter 1K.6. "Qualified small business"
means a corporation, limited liability company, partnership or other business enti). @faj:
Maintains at least a portion of its operations at an office or manufacturing or reseditytidaated

in this stateK.6(b) Has at least two principal fttiilme equivalent employees who are residents in t
state. For the purposes of this subdivision, "principal” means a person whose sole responsibilit
administrativeK.6(c) Does nohave a principal business involving any of the followikd(c)(i)
Sales or distribution of retail goods or food or restaurant servi€€gc)(ii) Development, sale,
leasing, rental or operation of or investment in, real edtab¢c)(iii) Providing pofessional services,
except for professional services for hardware or software licensed or sold by the provider of su
services.K.6(c)(iv) Providing health care services to patients, except for services provided in
connection with research, developmegiinical trials and marketing activities by bioscience
enterprisesK.6(c)(v) Providing banking, brokerage, insurance or other financial or investment
services.K.6(c)(vi) Providing personal service&.6(c)(vii) Operating mining, forestry and other
natural resource exploitation or extraction businesses, except for research and development in
businesses.6(c)(viii) Agricultural operations, except for research and development in these
businessesK.6(c)(ix) Operating an investment company arduK.6(c)(x) Any other business
activity that the department of commerce determines by rule to be unsuited to fulfill the purpose
this sectionK.6(d) Does not engage in any activities that involve human cloning or embryonic s
cell researchK.6(e) Has total assets not exceeding two million dollars, excluding any investmen
made under this sectiod.6(f) Has not exceeded the limitation on qualified investments prescribg
subsection G of this sectiod.7. "Rural county" means a county that hampulation of four hundreqg
thousand or fewer persons.

41-1521Definitions --In this article, unless the context otherwise requitkes:Commission" means
an enterprise zone commission established under sectibh221 2. "Zone" means an enterprise &g
established under this article.

41-1522Enterprise zone commissionsA. A county or incorporated cities and towns may propos
establishing an enterprise zone under this art:léf. the proposed zone would be locatBdt.
Entirely within the exterioboundaries of an incorporated city or town, the governing body of the
or town shall serve as the enterprise zone commission under this aBtizld&ntirely within the
unincorporated areas of the county, the county board of supervisors shalsstreeenterprise zone
commission under this articlB.3. Entirely in all or part of two or more adjacent cities or towns, th
governing bodies of the participating cities and towns shall jointly establish a commission by
intergovernmental agreement undlée 11, chapter 7, article 3 consisting of eitH&:3.(a)
Representatives from the governing body of each city or town based on the relative population
the proposed enterprise zone ai&&.(b) The governing body of one of the cities or townwlich
the enterprise zone is locat&l4. In both an incorporated city or town and in an unincorporated &




of the county, the board of supervisors and the governing body of the city or town shall jointly
establish a commission by intergovernmentaéagrent under title 11, chapter 7, article 3 consistir
of either:B.4.(a) The county board of supervisdés4.(b) Representatives from the board of
supervisors and the governing body of the city or town based on the relative population of the
incorporatedand unincorporated areas within the proposed enterprise@otfenembers of the
governing body of a city or town are prohibited from serving on the enterprise zone commissiof
governing body shall appoint the commission membBxsAn enterprise@e commission may
administer and manage more than one zone if all of the affected jurisdictions agree to that
arrangementE. The enterprise zone commission shall appoint a zone administrator. The zone
administrator may be a person not presently emplbydte city, town or county or a member of th
existing staff of the city, town or countly. The commission shal.1. Select a chairman and vice
chairman from among its membeFs2. Meet at least semiannually and at other times on the call
thechairmanG. The commission may utilize the services of appropriate county, city and town
personnelH. A commission is a public body for purposes of title 38, chapter 3, article 3.1, and
commission members are public officers for purposes of title 38teh3, article 8.1. The
commission shall identify areas of the county which potentially qualify as enterprise zones and
apply for designation, or renewal of designation, as an enterpriseJzdfeer an enterprise zone ha
been established in tlweunty the commission shalll. 1. Provide for planning, community relationg
and promotion of the zone among interested parties in the cduatypply for and receive gifts,
loans and other monies from any private soulc®. Make an annual report teetdepartment on the
development of the zone. The report shall include informatiod.8r(@) The types and amounts of
incentives that are offered by local governments to businesses in thd.3of3.A list of other
federal, state and local programatthre used in the zone, such as job training, special loan progt
community development block grants and affordable housing, and sources of funding for the
programsJ.3.(c) Public infrastructure investments and the sources of funding for the irdfastru
projects.

41-1525Tax incentives; definitions-A The owner of a business or an insurer located in an enter|
zone before July 1, 2011 is eligible for an income tax credit under sectib®743or 431161 or a
premium tax credit under section-224.03 for net increases in qualified employment positions,
except employment positions at a zone location where more than ten per cent of the business
conducted at the location consists of retail sales of tangible personal property, measured eithe
number of employees assigned to retail sales or the square footage of the facility used for retai
activities at the location in the zone. Retail sales and retail sales activities do not icliideood
and beverage for consumption on the premgssely by employees and occasional guests of
employees at the locatioA.2. Promotional products not available for sale and displaying the
company logo or trademarA.3. Products sold to company employegsTo qualify for a tax credit,
the owner mustB. 1. Certify to the department of revenue or the department of insurance, as
applicable, on or before the due date of the tax return, including any extensions for the year for
the credit is claimed, in a form prescribed by the department of reiretiuding electronic media,
information that the department of revenue may require, including the ownership interests of cq
owners of the business if the business is a partnership, limited liability company or an S corpor
and the following informatin for each employee in the zone locatiBri:(a) The date of initial
employmentB.1(b) The number of hours worked during the y8at(c) Whether the position was
full-time. B.1(d) The residence of the employBel(e) Whether the residence was in orsalgthe
zone.B.1(f) If the residence was in the zone, where in the zone it is locBté(g) The employee's
annual compensatioB.1(h) The total cost of health insurance for the employee and the cost pai
the employer.B.1(i) If the employee habeen previously employed, the last date of previous
employmentB.2. Report and certify to the department of commerce the following information, g
provide supporting documentation, on a form and in a manner approved by the department of
commerce and, apecified in subsection C of this section, for each year in which the taxpayer €
and claimed or used credits or is carrying forward amounts from previously earned and claime(
credits:B.2(a) The business name and mailing address and any other atiotacation requested by
the department of commerc8.2(b) The business location and the name of the zone in which th
business is locate®.2(c) The average hourly wage and the total amount of compensation paid
employees qualified for the creditcifor all employees at the zone locatidd) The total number of




qualified employment positions and the amount of income tax or premium tax credits qualified
the tax year.B.2(e) The estimated amount of tax credits to be used in the tax ydfetdax

liability. B.2(f) The estimated amount of tax credits to be available for tammard in the tax year
and the tax year in which the credits expiB22(g) The number of jobs and the amount of credits
earned and claimed on the prior yeart®me tax or insurance premium tax retuBi(h) The
amount of credits used to offset tax liabilities on the prior year's income tax or insurance premi
return.B.2(i) The amount of credits available for cafoyward as reported on the prior ysaix
return and the tax year the credits exdd(j) Capital investment made in the zone during the tax
year and the preceding tax yed.2(k) That each qualified employment position meets all of the
following requirements:B.2(K)(i) The position isit least one thousand seven hundred fifty hours |
year of fulltime permanent employmerB.2(Kk)(ii) All credits that are being claimed are for wages
job duties performed primarily at the zone locations of the busiBe&&)(iii) The employment
includes health insurance coverage for the employee for which the employer pays at least fifty
of the premium or membership cost. If the taxpayer isigslired, the employer pays at least fifty p
cent of a predetermined fixed cost per emplogeaf insurance program that is payable whether
not the employee has filed clainis2(k)(iv) The employer pays compensation at least equal to th
wage offer by county as computed annually by the department of economic security research
administration tision.B.2(l) That the only retail sales activities engaged in at the zone location
as specified in subsection A of this sectiBr2(m) Other information necessary for the manageme
and reporting of the incentives under this secti®B. For any gar in which the taxpayer is claiming
first year credits, report and certify the following additional information and provide supporting
documentation to the department of commerce on a form and in a manner approved by the de
and as specified irubsection C of this sectioB.3(a) That thirtyfive per cent of the employees with
respect to whom a credit is claimed for the first year of employment resided on the date of
employment in an enterprise zone that is located in the same county in wHictsitihess is located.
B.3(b) That the increase in the number of qualified employment positions for which credit is so
the least of B.3(b)(i) The total number of filled qualified employment positions created at the zox
location during the tax yeaB.3(b)(ii) The difference between the average number ofifulk
employees at a zone location in the current tax year and the average numbeinoé fathployees
during the immediately preceding tax yer3(b)(iii) Two hundred qualified employmenogitions
per taxpayer each yed.3(c) that all employees filling a qualified employment position were
employed for at least ninety days during the first taxable ¥#a(d) that none of the employees
filling qualified employment positions were employeylthe taxpayer during the twelve months
before the current date of hig.3(e) that all employees for whom second and third year credits 4
claimed are in qualified employment positions for which first year credits were allowed and clai
by the taxpagr on the original first and second year tax returns. For the purposes of this subseq
the requirement to claim the credit on the original tax return does not apply to qualified employ
positions created before January 1, 2002 and certified tefrertthent of commerce.3(f) that all
employees for whom credits are taken performed their job duties primarily at the zone locations
businessC. To qualify for first year credits, the report and certification prescribed by subsection
paragraps 2 and 3 of this section must be filed with the department of commerce by the earlier
months after the end of the tax year in whitoh qualified employment positions were created or b
the date the tax return is filed for the tax year in whiehghalified employment positions were
created. To qualify for second year credits, the report and certification prescribed by subsectiol
paragraph 2 of this sectionust be filed with thelepartment of commerce by the earlier of six mon
after the enaf the taxable year or the date the tax return is filed for the tax year in which the se
year credits are allowable. To qualify for third year credits, the report and certification prescribe
subsection B, paragraph 2 of this section must beil#dthe department of commerce by the earl
of six months after the end of the tax year or the date the tax return is filed for the tax year in w
the third year credits are allowabl2. Any information submitted to the department of commerce
undersubsection B, paragraph 2, subdivisions (e) through (i) of this section is exempt from the
provisions of title 39, chapter 1, article 2 and considered to be confidential and is not subject to
disclosure exceptD.1. To the extent that the person or orgation that provided the information
consents to the disclosui®.2. To the department of revenue for use in tax administraioReal
and personal property within an enterprise zone which is owned or used by a small manufactut
business that is cefigd by the department pursuant to sectioril825.01 before July 1, 2011 shall




assessed as class six property as provided by sectib?08B.F. Documents filed with the
department of commerce, the department of insurance and the department of uadensebsectior
B of this section shall contain either a sworn statement or certification, signed by an officer of tf
company under penalty of perjury, that the information contained is true and correct according
best belief and knowledge of tperson submitting the information after a reasonable investigatio
the facts. If the document contains information that is materially false, the taxpayer is ineligible
tax incentives under subsection A of this section and is subject to recdtbeyamount of tax
incentives allowed in preceding taxable years based on the false information, plus penalties an
interest.G. The department of commerce may make site visits to a taxpayer's facilities if it is
necessary to further document or claréported information. The taxpayer must freely provide thgq
accessH. The department by rule may prescribe additional reporting requirements for taxpayer
claim tax benefits pursuant to this sectibrizor the purposes of this sectiohl. "Assignedo retail"
means working more than twerftye per cent of an employee's time in one or more retail sales
activities. 1.2. "Retail sales" means the sale of tangible personal property to an ultimate consun
.1.3. "Retail sales activities" means all &ittes persons operating a retail business normally engag
including taking orders, filling orders, billing orders, receiving and processing payment and shiy
stocking and delivering tangible personal property to the ultimate consumer, exceghigropnts by
a company acting on behalf of an unrelated company that has made a sale to a final cdisumert
"Zone location" means a single parcel or contiguous parcels of owned or leased land, the strug
and personal property contained on the landny part of the structures occupied by a taxpayer.

41-1525.01Certification of small manufacturing businesses; definitions-A.

Through June 30, 2011, the department of commerce shall annually certify small manufacturin
small commercial printingusinesses that qualify for property tax incentives under sectiab28,
subsection E. To qualify under this sectidnl. A small manufacturing or small commercial printin|
business must meet the minimum investment requirements prescribed by thiagharage
investments may be cumulative. A small manufacturing or small commercial printing business
not include fixed assets purchased from an enterprise zone manufacturing or small commercia
printing company already certified under this sectiorj&tt to subsection E of this section,
certification is effective on January 1 of the valuation year, as defined in sectid®@2, following
completion of the required investment. To qualify, the small manufacturing or small commercial
printing businesmust invest at least the following amount, as applicable, in fixed assets in the 2z
after December 31, 2008:1(a) In counties with a population of two hundred fifty thousand persg
or more, two million dollars, except as provided in subdivision {hie paragraphA.1(b) In all
other counties, and for cities and towns located in counties with a population of two hundred fiff
thousand persons or more and that have no portion of the corporate boundaries located within
five air miles from thexterior corporate boundary of the largest city in the couktl(b)(i) Cities
with a population of eighty thousand persons or more, two million dofatéb)(ii) Cities and towns
with a population of at least fifteen thousand but less than eightyahdy®rsons and in
unincorporated areas of the county, one million doll&rg(b)(iii) Cities and towns with a population
of less than fifteen thousand persons, five hundred thousand d@ll&rsA business initially applying
for certification under tts section must report the following with supporting documentation to the
department of commerce on a form and in a manner prescribed by the depaktB{ahBusiness
name and mailing address and any other contact information requested by the depar2gant.
Business location and the enterprise zone in which the business is léca{efiThe number of fuil
time employees at the time of application and the benefits provided to emphaZes.

The assessor's parcel number of real property to whask six assessment classification will apply,
A.2(e) If available, the assessor's account number for personal property to which class six asse
classification will applyA.2(f) For the zone location, the gross receipts, gross payroll and avera
houly wage paid to employees for the preceding taxable yeafg) A statement of the ownership
and description of operations of the zone businegth) Documentation of the required investmen
in fixed assets that identifies the fixed assets and establthe cost of the fixed assets and the tim
investmentA.2(i) Documentation that establishes the type and amount of manufacturing or prin
activity conducted at the zone locatién2(j) Ownership and full cash value of real and personal
propertyto be certified A.2(k) Other information necessary for the management and reporting of
program as determined by the department.




B. The department shall not certify any business for qualification for property tax incentives afte
30, 2011. Howewg certification under this section is valid for five years subject to annual
recertification regardless of whether under changing circumstances the business grows beyen(
nine full-time employees at the zone location or gross annual receipts offranriour million dollars
and regardless of whether the enterprise zone continues in existence if it continues to meet the
eligibility requirementsC. In order to be annually recertified pursuant to subsection B of this seq
a small manufactunig or small commercial printing business must continue to meet all the eligib
requirements of this section and must annually report the following and provide supporting
documentation to the department of commerce on a form and in a manner appritbved by
departmentC.1. Information required by subsection A, paragraph 2, subdivisions (a), (b), (d), (&
(1), () and (k) of this sectionC.2. Changes in location, ownership and operations of the business
immediately preceding yeat.3. The &erage number of fullime employees at the zone location fq
the immediately preceding yed. To qualify for classification as class six property for tax purpos
the certified business must submit a copy of the department's initial certificatioeaemennual
recertification, with a written request to reclassify the property to the county assessor of the col
which the property is located by December 10 each y®aA manufacturer or commercial printer
shall submit its application for initiaertification or annual recertification to the department not laf
than October 1 of each year. The department shall notify the appropriate county assessors of
qualified enterprise zone properties located within their county not later than Decedfileach year
F. If a manufacturer or commercial printer moves from the originally certified location, it loses if]
eligibility. The manufacturer or commercial printer may apply for certification at a new zone loc
for the remainder of its five yeaifdt meets the minimum investment requirements in fixed assets
were not moved from the prior zone location, meets all other eligibility requirements of this sect
and has not reached the five year eligibility linBt. Once a manufacturer or commiat printer
establishes the basis for eligibility and the department certifies the manufacturer or commercia
printer, the business may change its basis of eligibility during the four remaining years of poten
eligibility as long as the manufacturerammercial printer meets the requirements for the new bs
of eligibility. H. If a certified manufacturing or commercial printer business is purchased by ano
entity or changes by more than twenty per cent of the ownership interest through redogarsizatk
purchase or merger, the certification is terminated. The new manufacturer or small commercial
may apply for certification according to eligibility requirements of this sectighismall business
that was originally certified for a teyear period of property reclassification loses eligibility for any
year in which the size limits are exceeded or the business is no longer independently owned al
operatedJ. The department of commerce shall notify the department of revenue and the county
assessor if a certified small manufacturing or small commercial printing business closes, move
the enterprise zone or fails to maintain its eligibility, and the assessor shall make the appropria
changes to the tax rolK. The department of commoe may make site visits to a taxpayer's facilitig
if it is necessary to further document or clarify reported information. The taxpayer must freely p
the accesd.. Documents filed with the department of commerce pursuant to this section shaii ¢
either a sworn statement or certification, signed by an officer of the company under penalty of |
that the information contained is true and correct according to the best belief and knowledge of
person submitting the information after a rewdale investigation of the facts. If the document
contains information that imaterially false, the taxpayer is ineligible for the tax benefits under th
section and is subject to recovery of the amount of tax benefits allowed in preceding years bas
the false information, including penalties and interéstThe department by rule mayescribe
additional reporting requirements for persons who claim a tax benefit pursuant to this BecEon.
the purposes of this sectial.1. "Closely held" mezs five or fewer individuals own more than fifty
per cent of the ownership interest in the company, corporation or partnership.N.2. "Commercig|
printing" means producing printed product through a lithographic or flexographic process, from
material cut to ess size on the premises, transferred with pressure and finished with a process
may include scoring, folding, die cutting, gluing, stamping, embossing or packaging. Commerc
printing does not include businesses regulated pursuant to secti@®42\.3. "Family owned"
means more than fifty per cent of the ownership interest in the company, corporation or partne
owned by members of the same family.4. "Fixed assets" means property that is used in operat
business, such as furniturant, buildings and machinery, and that is not ordinarily converted int
cash after they are declared fixed as$¢fs. "Independently owned and operated" means not mor,




than fifty per cent of the ownership interest in the small manufacturing or aonathercial printer
business is held by another entity unless the final ownership of the entity is family owned or clg
held.N.6. "Manufacturing" means fabricating, producing or manufacturing products, wares or a
for use from raw or prepared mad#ts and imparting to those materials new forms, qualities,
properties and combinations. Manufacturing does not include generating electricity at a facility
assessed pursuant to title 42, chapter 14, arti®le74."Minority owned business" means an
independently owned and operated business of which a majority of the business is owned by A
Americans, persons of Hispanic or Latin American ancestry and persons of Native American, A
other minority origin or descen.8. "Small commercial printig business" means a minority owne
business or a woman owned business or a concern, that is independently owned and operated
employs less than one hundred-tithe employees at the location in the enterprise zone when
certified by the department obmmerce or had gross annual receipts of less than four million dol
in its last fiscal yearN.9. "Small manufacturing business" means a minority owned business OHR
woman owned business or a concern, that is independently owned and operated aredlessptiogn
one hundred fultime employees at the location in the enterprise zone when certified by the
department of commerce or had gross annual receipts of less than four million dollars in its las
year.N.10. "Woman owned business" means atependently owned and operated business of wih
a majority of the business is owned by one or more woMdri. "Zone location" has the same
meaning prescribed in section-4%25.

41-1531Designating military reuse zone; term; renewalA. After executinga lease with a term of
fifteen years or longer for the use or occupancy of real property or improvements that are locat
closed military facility with a runway that is at least eight thousand feet long at closing or after t
any part of a clogemilitary facility with a runway that is at least eight thousand feet long at closi
transferred to this state or to another public or private entity, the governor, after consulting with
director of the department of commerce, may designate tipery as a military reuse zone. Only
properties that were used for operational and training purposes of the active uniformed service
United States qualify for consideration as a military reuse zBn&he governor shall set a
termination date fothe military reuse zone that is not more than ten years after the date the zon
designated. During the last year before termination the governor may renew the military reuse
one term of ten years. Thereafter, the legislature and the gowsrimnt resolution may renew the
military reuse zone for additional ten year terms.

41-1532Tax incentives; conditions.A. A prime contractor may qualify for an exemption from
transaction privilege tax with respect to activities in a military reuse asmpeovided, and subject to
the terms and conditions prescribed, by sectioh@Z5, subsection B, paragraph 4.

B. A taxpayer that owns or leases income producing property located in a military reuse zone i
eligible for an income tax credit for net incsea in employment of futime employees who are
primarily engaged in providing aviation or aerospace services or in manufacturing, assembling
fabricating aviation or aerospace products as provided, and subject to the terms and conditions
prescribed, bgection 431079 or 431167, as applicable. To qualify for a tax incentive under this
subsection the taxpayer shaB.1. Agree with the department of commerce in writing to furnish
information relating to the amount of tax benefits the taxpayer redeiveach taxable year in which
the taxpayer claims the credit. If the taxpayer fails to provide the required information, the deps
of commerce shall immediately revoke the taxpaygraification and notify the department of
revenueB.2. Enter intca memorandum of understanding with this state through the department
commerce containing employment goals. each year in which the taxpayer claims the credit the
taxpayer shall report in writing to the department of commerce its performance in actiiegogls.
The memorandum shall contain provisions that alB\.(a) The department of commerce to stop
readjust or recapture all or part of the tax credit allowed to the taxpayer on noncompliance with
terms of the memorandurB.2.(b) The departmemf commerce to notify the department of revenu
of the conditions of noncompliand®.2.(c) The department of revenue to require the taxpayer to
appropriate amended tax returns reflecting the recapture of the tax Créiditxable property in a
military reuse zone that is devoted to providing aviation or aerospace services or to manufactu
assembling or fabricating aviation or aerospace products qualifies for assessment as class six
as provided, and subject to the terms and conditioescpbed, by sections 42006 and 4245006.




D. To qualify for a tax incentive described in subsection A or C of this section, the taxpayer sha
provide to the department of commerce information relating to the amount of tax benefits the tg
receives each year for each year in which the taxpayer claims the incentives on forms prescribg
the department of commerce. If the taxpayer fails to provide the required information, the depa
of commerce shall immediately revoke the taxpayer's cettdicaf eligibility and notify the
department of revenuk. Taxpayers who qualify for tax incentives under subsection B or C of th
section shall be certified by the department of commerce as eligible foryeévgeriod, subject to
termination in theevent of changed circumstances rendering the taxpayer no longer ekgible.
Notwithstanding subsection C of this section, an insurer located in a military reuse zone is eligi
a premium tax credit under section-224.04 for net increases in empiognt positions of residents
this state. To qualify for a premium tax credit the insurer shadll: Agree with the department of
commerce in writing to furnish information relating to the amount of premium tax credits the ins
receives each year.tlie insurer fails to provide the required information, the department of
commerce shall immediately revoke the insurer's qualification and notify the department of insy
F.2. Enter into a memorandum of understanding with this state through the depatcommerce
containing employment goals. Each year the insurer shall report in writing to the department of
commerce its performance in achieving the goals. The memorandum shall contain provisions t
allow: F.2.(a) The department of commerce to stepdjust or recapture all or part of the premium
credits provided to the insurer on noncompliance with the terms of the memorangdub). The
department of commerce to notify the department of insurance of the conditions of noncomplial

43-1074Credit for increased employment in enterprise zones; definitiond. A A credit is allowed
against the taxes imposed by this title for net increases in qualified employment positions of re
of this state by a business located in an enterprise zonéiststdtunder title 41, chapter 10, article
except employment positions at a zone location where more than ten per cent of the business
conducted at the location consists of retail sales of tangible personal property, measured by eit
number of emlpyees assigned to retail sales or the square footage of the facility used for retail
activities at the location in the zone. Retail sales and retail sales activities do not iAcludeod
and beverage for consumption on the premises solely blpgegs and occasional guests of
employees at the locatioA.2 Promotional products not available for sale and displaying the com
logo or trademarkA.3 Products sold to company employe@sSubject to subsection E of this sectig
the amount of the edit is equal toB.1 Onefourth of the taxable wages paid to an employee in a
qualified employment position, not to exceed five hundred dollars, in the first year or partial yeg
employment.B.2 Onethird of the taxable wages paid to an employeednalified employment
position, not to exceed one thousand dollars per qualified employment position, in the second Y
continuous employmenB.3 Onehalf of the taxable wages paid to an employee in a qualified
employment position, not to exceed dheusand five hundred dollars per qualified employment
position, in the third year of continuous employmé&hilo qualify for a credit under this sectidb.1
All of the employees with respect to whom a credit is claimed must reside in thiseatdirty-five
per cent of the employees with respect to whom a credit is claimed for the first year of employn
must reside on the date of employment in an enterprise zone that is located in the same county
which the business is located. If an employeeMoom a credit was allowed in the first year of
employment leaves employment during the second or third year, the taxpayer may substitute a
employee who meets the requirements of paragraph 3 of this subsection and who was hired d{
same year aheoriginal employee. If the original employee was counted toward the residency
requirement under this paragraph, the substitute employee must also have resided in a zone a
the substitute was hired.3 A qualified employment position must mest of the following
requirementsC.3(a)The position must be a minimum of one thousand seven hundred fifty hourg
year of fulltime and permanent employme@t3(b) The job duties must be performed primarily at
the zone locations of the business.nfaigible employee in a qualified employment position is
transferred or assigned to work in the taxpayer's workplace at a different location that is also lg
an enterprise zone and qualifies as a zone location, it may be considered to be comtimloysent
if it continues to meet all qualified employment position requireméhgc) The employment must
include health insurance coverage for the employee for which the employer pays at least fifty p
of the premium or membership cost. If th@payer is selinsured, the taxpayer must pay at least fif
per cent of a predetermined fixed cost per employee for an insurance program that is payable




or not the employee has filed clainis3(d) The employer must pay compensation at least égjthe
wage offer by county as computed annually by the department of economic security research
administration divisionC.3(e) The employee must have been employed for at least ninety days
the first taxable year. An employee who is hired dutireglast ninety days of the taxable year shall
considered a new employee during the next taxable year. A qualified employment position that
filled during the last ninety days of the taxable year is considered to be a new qualified employ
positian for the next taxable yeat.3(f) The employee must not have been previously employed
the taxpayer within twelve months before the current date ofire.

A credit is allowed for employment in the second and third year only for qualified employment
positions for which a credit was allowed and claimed by the taxpayer on the original first and sg
year tax returns. For the purposes of this subsection, the requirement to claim the credit on the
tax return does not apply to qualified employmgositions created before January 1, 2002 and
certified to the department of commerEeThe net increase in the number of qualified employmer
positions is the lesser of the total number of filled qualified employment positions created in the
duringthe tax year or the difference between the average number-bfrfalemployees in the zone
the current tax year and the average number ofifa# employees during the immediately precedit
taxable year. The net increase in the number of qualiffglayment positions computed under this
subsection shall not exceed two hundred qualified employment positions per taxpayer edcl ye
taxpayer who claims a credit under sectiorl@37, 431079 or 431083.01 shall not claim a credit
under this sectiomwith respect to the same employment positi@#. the allowable tax credit
exceeds the income taxes otherwise due on the claimant's income, or if there are no state incg
due on the claimant's income, the amount of the claim not used as aagdisst income taxes may,
be carried forward as a tax credit against subsequent taxable years' income tax liability, not to
five taxable years, provided the business remains in an enterpriséizOo@wners of a business,
including partners in agrtnership and shareholders of an S corporation, as defined in section 13
the internal revenue code, may each claim only the pro rata share of the credit allowed under t
section based on the ownership interest. The total of the credits allowgedratbwners of the
business may not exceed the amount that would have been allowed for a sole owner of thelbu
If a person purchases a business in a zone or changes ownership through reorganization, stod
purchase or merger, the new taxpayer maicfirst year credits only for one or more qualified
employment positions that it created and filled with an eligible employee after the purchase or
reorganization was complete. If a person purchases a taxpayer that had qualified for first or se
yearcredits or changes ownership through reorganization, stock purchase or merger, the new t
may claim the second or third year credits if it meets other eligibility requirements of this sectio
Credits for which a taxpayer qualified before the chanigssribed in this subsection are terminate
and lost at the time the changes are implemedtédailure to timely report and certify to the
department of commerce and the department of revenue the information prescribed by section
1525, subsection Baragraphs 1, 2 and 3 and in the manner prescribed by sectidi?3,1
subsection C disqualifies the taxpayer from the credit under this section. The department of re
shall require written evidence of the timely report to the department of comr{efbe. termination
of an enterprise zone does not affect the credit under this section with respettftaxpayers who
have employees in the second and third years of employment in qualified employment position
subsections A, B and C of this sectiif the business remains in the location that was in the enter
zone.K.2 Amounts carried forward into subsequent taxable years under subsection G of thislsg
The department may adopt rules necessary for the administration of this ddd&anthe purposes
of this sectionM.1 "Assigned to retail" means working more than tweiutg per cent of an
employee's time in one or more retail sales activitikg."Retail sales" means the sale of tangible
personal property to an ultimate consunir3 "Retail sales activities" means all activities persong
operating a retail business normally engage in, including taking orders, filling orders, billing ord
receiving and processing payment and shipping, stocking and delivering tangible persomgl faroy
the ultimate consumer, except drop shipments by a company acting on behalf of an unrelated
that has made a sale to a final consumies. "Zone location" means a single parcel or contiguous
parcels of owned or leased land, the structureparsbnal property contained on the land or any
of the structures occupied by a taxpayer.

43-1074.01Credit for increased research activitiesd A credit is allowed against the taxes impose




by this title in an amount determined pursuant to sectiorf #ieanternal revenue code, except thai
A.1 The amount of the credit is based on the excess, if any, of the qualified research expenses
taxable year over the base amount as defined in section 41(c) of the internal revenue code ang
computed afollows: A.1(a) If the excess is two million five hundred thousand dollars or less, the
credit is equal to twentfour per cent of that amounf.1(b) If the excess is over two million five
hundred thousand dollars, the credit is equal to SIX hurtdoedand dollars plus fifteen per cent of
any amount exceeding two million five hundred thousand dollars, excephthgt)(i) For taxable
years beginning from and after December 31, 2000 through December 31, 2001, the credit sha
exceed one million Yie hundred thousand dollara.1(b)(ii) For taxable years beginning from and
after December 31, 2001 through December 31, 2002, the credit shall not exceed two million fi
hundred thousand dollar&.2 Qualified research includes only research conduntéds state
including research conducted at a university in this state and paid for by the taxgp&yHrtwo or
more taxpayers, including partners in a partnership and shareholders of an S corporation, as d
section 1361 of the internal revencode, share in the eligible expenses, each taxpayer is eligible
receive a proportionate share of the crefi4 The credit under this section applies only to expeng
incurred from and after December 31, 2008.5 The termination provisions of&én 41 of the
internal revenue code do not appB.If the allowable credit under this section exceeds the taxes
otherwise due under this title on the claimant's income, or if there are no taxes due under this {
amount of the credit not useddfiset taxes may be carried forward to the next fifteen consecutive
taxable years. The amount of credit carryforward from taxable years beginning from and after
December 31, 2000 through December 31, 2002 that may be used in any taxable year maytho
the taxpayer's tax liability under this title or five hundred thousand dollars, whichever is less, m
the credit under this section for the current taxable year's qualified research expenses. The am
credit carryforward from taxable years bedgimpfrom and after December 31, 2002 that may be u
in any taxable year may not exceed the taxpayer's tax liability under this title minus the credit u
this section for the current taxable year's qualified research expenses..

43-1074.01Credit forincreased research activitied .A A credit is allowed against the taxes
imposed by this title in an amount determined pursuant to section 41 of the internal revenue cq
except thatA.1 The amount of the credit is based on the excess, if any, of theguadsearch
expenses for the taxable year over the base amount as defined in section 41(c) of the internal
code and is computed as followA:1(a) If the excess is two million five hundred thousand dollars
less, the credit is equal to twemtgr cent of that amount\.1(b) If the excess is over two million five
hundred thousand dollars, the credit is equal to five hundred thousand dollars plus eleven per
any amount exceeding two million five hundred thousand dollars, excepitib@t)(i) For taxable
years beginning from and after December 31, 2000 through December 31, 2001, the credit sha
exceed one million five hundred thousand dollaksl(b)(ii) For taxable years beginning from and
after December 31, 2001 through Decenier2002, the credit shall not exceed two million five
hundred thousand dollar#.2 Qualified research includes only research conducted in this state
including research conducted at a university in this state and paid for by the taRpayetwo or
more taxpayers, including partners in a partnership and shareholders of an s corporation, as d¢
section 1361 of the internal revenue code, share in the eligible expenses, each taxpayer is elig
receive a proportionate share of the credit4 The credit under this section applies only tpemses
incurred from and after &ember 31, 2000A.5 The termination provisions of section 41 of the
internal revenue code do not appiylf the allowable credit under this section exceeds the taxes
otherwise due under this title on the claimant's income, or if there are no taxes due under this t
amount of the credit not used to offset taxes may be carried forward to the next fifteen consecy
taxable years. The amount of credit cdmyvardfrom taxable years beginning from arftea
December 31, 2000 throughreBember 31, 2002 that may be used in any taxable year may not e
the taxpayer's tax liability under this title or five hundred thousand dollars, whichever is less, m
the creditunder this section for the current taxable year's qualified research expenses. The amg
credit carryforward from taxable yearsehinning from and after &ember 31, 2002 that may be us
in any taxable year may not exceed the taxpayer's tax lialildgr this title minus the credit under
this section for the current taxable year's qualified research expenses.

43-1074.02Credit for investment in qualified small businesses\. For taxable years beginning




from and after December 31, 2006 through Decan®i, 2014, a credit is allowed against the taxe
imposed by this title for investment made after June 30, 2006 in qualified small businesses. Th
amount of the credit is the amount determined and authorized by the Department of Commerct
provided by setion 411517..B. To claim the credit under this section, the taxpayer shall attach {
tax return a copy of the Department of Commerce certification provided pursuant to seckitir41
No credit is allowed under this section unless the taxpayeidg®the certificationC. The basis of
any investment with respect to which the taxpayer has claimed a credit under this section shall
reduced by the amount of the credit claimed with respect to that investihdfithe allowable tax
credit exceedthe taxes due under this title on the claimant's income, or if there are no taxes du
this title, the amount of the claim not used to offset the taxes under this title may be carried fory
the next three consecutive taxable years as a credtitshgabsequent years' income tax liabilitk.
Individuals who are cowners of a business, including partners in a partnership and shareholde
an S corporation as defined in section 1361 of the Internal Revenue Code, may each claim onl
individual pro rata shares of the credit allowed under this section based on their ownership intg
The total of the credits allowed all such owners may not exceed the amount that would have be
allowed a sole ownerF. If the Department of Revenue detares that there has been a
misrepresentation on an application submitted to the Department of cCommerce under section
1517, the Department of Revenue shall deny the credit if the misrepresentation relates to whet
applicant was a qualified investor made a qualified investment. If the misrepresentation relates
whether the investment was made.Eol. A qualified small business, the Department of Revenue
shall deny the credit only if the applicant knew or should have known at any time before t
certification that the representation was fals@. A bioscience enterprise or a business that maint
its principal place of business in a rural county in this state, the Department of Revenue shall d
the amount of the credit that would hadeen allowed only if the applicant knew or should have
known at any time before the certification that the representation was false.

43-1075Credit for motion picture production costs; definitions --A. Beginning from and after
December 31, 2005 throud@ecember 31, 2010, a credit is allowed against the taxes imposed by
title for motion picture production costs paid by a motion picture production company in this sta
are directly attributable to the production of one or more motion pictutkssigtate. The amount of
the credit is equal to a percentage of the amount of motion picture production costs paid in this
follows:

Production costs Percentage credit
$250,000- $1,000,000 20%
More than$1,000,000 30%

B. The department shall not allow in any year tax credits that exceed the aggregate amount pr¢
in section 411517. .C. The department shall not allow a credit under this section to a taxpayer \
has a delingent tax balance owing to the department under this title or titl®4Zo qualify for a
credit under this section, the motion picture production company BustEmploy residents of this
state in production as followB.1.(a) In 2006, twentfive pa cent of fulltime employees working in
this state must be residents of this stBté.(b) In 2007, thirtyfive per cent of fultime employees
working in this state must be residents of this st&td..(c)In 2008 and every subsequent taxable y
fifty per cent of fultime employees working in this state must be residents of this.8aelnclude
in the production credits for each commercial motion picture, other than a commercial advertisq
or music video, an acknowledgement that the produetias filmed in ArizonaD.3. Receive
preapproval and postapproval from the department of commerce pursuant to sedfdry 4.
Beginning with tax credits allocated for 2006 pursuant to sectietb4¥, subsection J, a motion
picture production companat its expense, may voluntarily enter into a limited managed audit
agreement pursuant to title 42, chapter 2, article 7 that includes an audit of its production costs
other requirements prescribed by sectiorl817 and by this section to confirmetamounbf any
credit under this section. The request to enter into the audit must be made after the motion pict
production company receives postcertification for the credit pursuant to sectidii4,1subsection
0. The audit must be conducted by thgpayer's authorized representative, as defined by section




2301, who is an independent certified public accountant licensed in this state. The certified pul
accountant and the firm the certified public accountant is affiliated with shall not tggdeiorm
services for the motion picture production company or its affiliates. If the director accepts the fi
of the audit and issues a notice of determination pursuant to seciZ8032and the taxpayer timely
files its income tax return with theppropriate credit claim forms, the credit amount accepted is n
subject to recapture, disallowance, reduction or denial with respect to either the motion picture
production company or any subsequent transferee of the credit, and subsection H, paraijtzigh
section does not apply. The director's notice of determination shall include a written certificate
taxpayer stating the amount of the credit and that the credit is not subject to recapture from a
transferee. This subsection does not pribtlife recapture of a credit from a motion picture product
company if the company failed to disclose material information during the audit or falsified its b
or records or otherwise engaged in an action that prevented an accurate. &alitwnersof a
motion picture production company, including partners in a partnership, members of a limited li
company and shareholders of an S corporation as defined in section 1361 of the internal reven
may allocate the credit allowed under thisti&e among the cowners on any basis without regard
their proportional ownership interest. The total of the credits allowed all such owners of the mo
picture production company may not exceed the amount that would have been allowed for a sq
owne of the companyG. If the allowable tax credit for a taxpayer exceeds the taxes otherwise (
under this title on the claimant's income, or if there are no taxes due under this title, the taxpay
carry the amount of the claim not used to offsetdixes under this title forward for not more than
five consecutive taxable years' income tax liability All or part of any unclaimed amount of credit
under this section may be sold or otherwise transferred under the following conditibn&:single
sale or transfer may involve one or more transferees, and a transferee may in turn resell or trar
credit subject to the same conditions of this subsedtidh.Both the transferor and transferee mus
submit a written notice of the transfer to thepdrtment within thirty days after the sale or transfer.
The transferee's notice shall include a processing fee equal to one per cent of the transferee's
balance or two hundred dollars, whichever is less. The notice shall ineli&g) The nane of the
motion picture production comparit.2.(b) The date of the transfét.2.(c) The amount of the
transfer. H.2.(d) The transferor's tax credit balance before the transfer and the remaining balan
the transferH.2.(e) All tax identificatiomumbers for both transferor and transfet¢@.(f) Any

other information required by rulel.3. A sale or transfer of the credit does not extend the time in
which the credit can be usetll.4. Except as provided by subsection E of this section, ihafteor
was not qualified or was disqualified from using the credit at the time of the transfer, the depart
shall either disallow the credit claimed by a transferee or recapture the credit from the transferg
through any authorized collection methotieTiransferee's recourse is against the transfetér. In
the case of any failure to comply with this subsection, the department shall disallow the tax cre|
the taxpayer is in full compliancd. The department shall maintain annual data ertdkal amount
of monies credited pursuant to this section, and shall provide those data to the department of
commerce on requesfl. The department, with the cooperation of the department of commerce,
adopt rules and publish and prescribe formsmondedures as necessary to effectuate the purpose
this sectionK. A taxpayer who claims a credit for motion picture costs under this section shall n
claim a credit under section-4®75.01 for the same costk. The credit allowed by this sectidmin
lieu of any allowance for state tax purposes of a deduction of those expenses allowed by the in
revenue codeM. For the purposes of this section, "commercial advertisement”, "motion picture"
"motion picture production company" and "music Gtleave the same meanings prescribed in
section 411517.

43-1076Credit for employment by a healthy forest enterprise-A. For taxable years beginning
from and after December 31, 2004 through December 31, 2014, a credit is allowed against the
imposedby this title for net increases in qualified employment positions by a qualified business
certified by the department of commerce as a healthy forest enterprise pursuant to sei&ith 81
Subject to subsection e of this section, the amolhieocredit is equal to:1. Orfeurth of the taxable
wages paid to an employee in a qualified employment position, not to exceed five hundred doll
gualified employment position, in the first year or partial year of employnr@nethird of the
taxable wages paid to an employee in a qualified employment position, not to exceed one thou
dollars per qualified employment position, in the second year of continuous employn&mtehalf




of the taxable wages paid to an employee in a qualifiqgdogment position, not to exceed one
thousand five hundred dollars per qualified employment position, in the third year of continuous
employment.C. To qualify for a credit under this sectidn:The business must employ at least thr
new full-time emplgees in qualified employment positions in the first taxable year in which the ¢
is claimed. 2. All of the employees with respect to whom a credit is claimed must reside in this §
on the date of hire3. A qualified employment position must maditof the following requirements:
(a) The position must be fulime employment for a minimum of one thousand five hundred fifty
hours per year, unless a shorter period of employment is due to forest closures or weather con
beyond the taxpayer'smwol. (b) The job duties must primarily involve or directly support the
harvesting, transporting or the initial processing of qualifying forest products removed from qug
projects as defined in section-4%16 into a product having commercial valife) the employer must
pay compensation at least equal to the wage offer by county as computed annually by the dep
of economic security research administration divisi@).the employee must have been employed
at least ninety days during tfiest taxable year. An employee who is hired during the last ninety @
of the taxable year shall be considered a new employee during the next taxable year. A qualifie
employment position that is filled during the last ninety days of the taxable yaarsislered to be a
new qualified employment position for the next taxable y@irthe employee has not been previou
employed by the taxpayer within twelve months before the current date cf.hiitee employer shall
provide health insurance coverdge employees as follows:(a) The employer shall fRyAt least
twenty-five per cent of the premium or membership cost of the insurance program in the third yA
taxpayer claims a credit under this section. If the taxpayer ihseifed, the taxpay must pay at
least twentyfive per cent of a predetermined fixed cost per employee for an insurance program
payable whether or not the employee has filed claiy#t least forty per cent of the premium or
membership cost in the fourth yeae ttaxpayer claims a credit under this section. If the taxpayer
selfinsured, the taxpayer must pay at least forty per cent of a predetermined fixed cost per em
for an insurance program that is payable whether or not the employee has filed(Glnitxideast

fifty per cent of the premium or membership cost of the insurance program in the fifth and each
subsequent year the taxpayer claims a credit under this section. if the taxpayen sussdf, the
taxpayer must pay at least fifty per cehtigredetermined fixed cost per employee for an insuran
program that is payable whether or not the employee has filed claws: employer shall not
reduce the amount of health insurance coverage provided to employees before certification by
department of commercB. A credit is allowed for employment in the second and third year only
qualified employment positions for which a credit was allowed and claimed by the taxpayer on
original first and second year tax returs.The net inazase in the number of qualified employmen
positions is the lesser of the total number of filled qualified employment positions created durin
taxable year or the difference between the average number-tififalemployees in the current
taxable yeaand the average number of ftilne employees during the immediately preceding taxa
year. The net increase in the number of qualified employment positions computed under this
subsection may not exceed two hundred qualified employment positions psetagaeh yearF. A
taxpayer who claims a credit under sectiorl®34, 431077 or 431079 may not claim a credit unde
this section with respect to the same employ&zdf the allowable tax credit exceeds the income
taxes otherwise due on the claimairicome, or if there are no state income taxes due on the
claimant's income, the amount of the claim not used as an offset against income taxes may be
forward as a tax credit against subsequent years' income tax liability for the period roeti fve
taxable years, provided the business maintains its certification under seefia@H. Co-owners
of a business, including partners in a partnership and shareholders of an s corporation as defin
section 1361 of the Iternal Rvenue Codeyraach claim only the pro rata share of the credit allow
under this section based on the ownership interest. The total of the credits allowed all such ow
the business may not exceed the amount that would have been allowed for a sole owner of the
business.l. If a qualified business changes ownership through reorganization, stock purchase ¢
merger, the new taxpayer may claim first year credits only for one or more qualified employmel
positions that it created and filled with an eligible emplogier the purchase or reorganization wa
complete. If a person purchases a business that had qualified for first or second year credits or
ownership through reorganization, stock purchase or merger, the new taxpayer may claim the
or third year credits if it meets the other eligibility requirements of this section. Credits for which
taxpayer qualified before the changes described in this subsection are terminated and lost at t




the changes are implemented.If, within five taxableyears after first receiving a credit pursuant td
this section, the certification of qualification of a business is terminated or revoked under sectig
1516 other than for reasons beyond the control of the business as determined by the departme
comrmerce, the credits allowed the business pursuant to this section are subject to recapture pu
this subsection. This subsection applies only in the case of the termination or revocation of a
certification of qualification. this subsection does ngilgff, in any taxable year, a taxpayer
otherwise does not qualify for or fails to claim the credit under this section. The recapture of cr¢
under this subsection is computed by increasing the amount of taxes imposed in the year folloy
year in which the qualification of the business was terminated or revoked by an amount determ
multiplying the full amount of all credits previously allowed under this section by a percentage
determined as followdL. If the initial credit under this sectiavas allowed for the taxable year
immediately preceding the taxable year in which the certification of qualification of a business i
terminated or revoked, one hundred per c@ntf the initial credit under this section was allowed t
taxable years befe the taxable year in which the certification of qualification of a business is
terminated or revoked, eighty per cehtlf the initial credit under this section was allowed three
taxable years before the taxable year in which the certification dfigatdn of a business is
terminated or revoked, sixty per cestlf the initial credit under this section was allowed four taxa
years before the taxable year in which the certification of qualification of a business is terminat
revoked, forty pr cent5. If the initial credit under this section was allowed five taxable years bef
the taxable year in which the certification of qualification of a business is terminated or revoked
twenty per cent.

43-1077Credit for employment by qualified defense contractord A A credit is allowed against

the taxes imposed by this title fék:1 Net increases in employment under United States departm
defense contracts during the taxable year, as computed under subsection D of this section, by
qualifieddefense contractor who is certified by the department of commerce under sectisdB41

A.2 Net increases in private commercial employment during the taxable year, as computed ung
subsection E of this section, by a qualified defense contractor wedifed by the department of
commerce under section-4508 due to fultime equivalent employee positions transferred during
taxable year by the taxpayer from exclusively defense related activities to employment by the t
in exclusively privat&eommercial activities.B The amount of the credit is a dollar amount allowed
for each fulitime equivalent employee position created, determined as follows:

1st year $2,500
2nd year $2,000
3rd year $1,500
4th year $1,000
5th year  $500

C If the allowable tax credit exceeds the taxes otherwise due under this title on the claimant's i
or if there are no taxes due under this title, the taxpayer may carry the amount of the claim not
offset the taxes under this title forwardiltaxable years beginning from and after December 31,
2011 as a credit against subsequent years' income tax liability, regardless of continuing certific
a qualified defense contractoR The net increase in employment under defense relatecctintr
shall be determined as followS: 1 Establish an employment baseline for the taxpayer based on
multiyear forecast of employment on United States department of defense contracts that was g
to the department of defense before June 1, 1992aringal average employment forecast for the
first year the taxpayer qualified is the baseline. If the taxpayer did not make such a forecast be
June 1, 1992, the baseline is the average annual employment as reported to the department of
economic secuntduring the preceding taxable year. If a taxpayer qualifies in the same year it
relocates into this state, the taxpayer's baseline isRe2d-or the first year of the credit, the
taxpayer's net increase in average employment is the increase in eelogported to the
department of economic security for the taxable year over the employment baBelirfeor each
succeeding year of the credit, the taxpayer's net increase in average employment is the increa
employment reported to the departmeiné@nomic security for the taxable year over the precedir
taxable year's average employmeri.In computing the amount of credit allowed under subsectig




A, paragraph 2 of this section, the taxpayer skal:Prorate employment during the taxable year
according to the date of transfer from defense to private commercial activities or the date of tra
from private commercial activities to defende.2 Compute and subtract an amount pursuant to
subsection B of this section for fitlme equivalent eplioyee positions that were transferred during
the taxable year by the taxpayer from exclusively private commercial activities to exclusively de
related activities.F The taxpayer shall account for qualifying ftithe equivalent employee position
on a firstin first-out basis. If a decrease in qualifying employment occurs, the taxpayer shall sul
the decrease from the earliest qualifying positid@sA credit is not allowed under both subsection
paragraphs 1 and 2 of this section with respethe same employee position. A ftilhe equivalent
employee position may be considered for purposes of computing the credit under either subse
paragraph 1 or 2 of this section, but not bdth A credit is not allowed under this section with
respect to employment that was transferred from an outside contractor in this stdteusen
employment by the taxpayer solely for purposes of qualifying for the credittaxpayer who claims
a credit under section 41374, 431079 or 431083.01 mawot claim a credit under this section with
respect to the same employee positioh€ocowners of a business, including partners in a partner
and shareholders of an S corporation, as defined in section 1361 of the internal revenue code,
each clainonly the pro rata share of the credit allowed under this section based on the ownersh
interest. The total of the credits allowed all such owners may not exceed the amount that woulg
been allowed for a sole owner of the business.

43-1078Credit for property taxes paid by qualified defense contractorA. A credit is allowed
against the taxes imposed by this title equal to a portion of the amount paid as taxes during the
taxable year by a qualified defense contractor that is certified by the departmemf commerce
under section 411508, on property in this state that is classified as class one, paragraphs 12 af
13 pursuant to section 4212001.B. The amount of the credit is determined as followsB3.1.
Multiply the amount paid as taxes on property clasified as class one, paragraphs 12 and 13
pursuant to section 4212001 in this state during the taxable year by a percentage based on net
new defense related employment, determined by subtracting the employment baseline
determined pursuant to section 431077, subsection D, paragraph 1, from average annual
employment as reported to the department of economic security for the taxable year, as follow

New Employment Credit Percentage
More than 900 40%

601-900 30%
301-600 20%

1-300 10%

.B.2. Multiply the amount determined under paragraph 1 of this subsection by a percentage de
by dividing the taxpayer'stal gross income from United States department of defense contracts
apportioned to this state by the taxpayer's total gross income from all sources apportioned to t
.C. If the allowable tax credit exceeds the taxes otherwise due under thn tile claimant's income
or if there are no taxes due under this title, the taxpayer may carry the amount of the claim not
offset the taxes under this title forward until taxable years beginning from and after December
2011 as a credit againsubsequent years' income tax liability, regardless of continuing certificati
a qualified defense contractoR. The credit allowed by this section is in lieu of a deduction for
property taxes under section-4842 with respect to the same taxeslpai Ceowners of a business
including partners in a partnership and shareholders of an S corporation, as defined in section
the internal revenue code, may each claim only the pro rata share of the credit allowed under t
section based on thevoership interest. The total of the credits allowed all such owners may not
exceed the amount that would have been allowed for a sole owner of the business.

43-1079Credit for increased employment in military reuse zones; definitiord A

A credit is allowel against the taxes imposed by this title for net increases in employment by the
taxpayer of fultime employees working in a military reuse zone, established under title 41, cha
10, article 3, and who are primarily engaged in providing aviation ospace services or in




manufacturing, assembling or fabricating aviation or aerospace products. The amount of the cr
dollar amount allowed for each new employee, determined as folldviswith respect to each
employee other than a dislocated maily base employee:

1st year of employment
$ 500

2nd year of employment
$1,000

3rd year of employment
$1,500

4th year of employment
$2,000

5th year of employment
$2,500

A.2 With respect to each dislocated military base employee:

1st year oemployment
$1,000

2nd year of employment
$1,500

3rd year of employment
$2,000

4th year of employment
$2,500

5th year of employment
$3,000

B If the allowable tax credit exceeds the taxes otherwise due under this title on the claimamis
or if there are no taxes due under this title, the amount of the claim not used to offset the taxes
this title may be carried forward as a credit against subsequent years' income tax liability for th
period, not to exceed five taxable yeafthe business remains in the military reuse z@&he net
increase in the number of employees for purposes of this section shall be determined by comp
taxpayer's average employment in the military reuse zone during the taxable year \sitipdliyerts
previous year's fourth quarter employment in the zone, based on the taxpayer's report to the
department of economic security for unemployment insurance purposes but considering only
employment in the zon®& Co-owners of a business, including fears in a partnership and
shareholders of an S corporation, as defined in section 1361 of the internal revenue code, may
claim only the pro rata share of the credit allowed under this section based on the ownership in
The total of the creditallowed all such owners may not exceed the amount that would have bee
allowed for a sole owner of the busindSsA credit is not allowed under this section with respect t
employee whose place of employment is relocated by the taxpayer from a latdtignstate to the
military reuse zone, unless the employee is engaged in aviation or aerospace services or in
manufacturing, assembling or fabricating aviation or aerospace products and the taxpayer mai
least the same number of employees is $tate bubutside the zond: A taxpayer who claims a
credit under section 48074, 431077 or 421083.01 may not claim a credit under this section with
respect to the same employe@st-or the purposes of this section, "dislocated military base engllq
means a civilian who previously had permanenttfatle civilian employment on the military facility




as of the date the closure of the facility was finally determined under federal law, as certified by
department of commerce.

43-1080Credit for construction costs of qualified environmental technology facility-A.

A credit is allowed against the taxes imposed by this title for expenses incurred in constructing
qualified environmental technology manufacturing, producing or processing facitigsasbed in
section 411514.02. The amount of the credit is equal to ten per cent of the amount spent during
taxable year to construct the facility, including land acquisition, improvements, building
improvements, machinery and equipment, but notexliog seventfive per cent of the tax liability
under this title for the taxable year determined without applying the dBadit.

Amounts qualifying for the credit under this section must be includible in the taxpayer's adjuste|
for the facility. The adjusted basis of any asset with respect to which the taxpayer has claimed &
shall be reduced by the amount of credit claimed with respect to that asset. This credit does ng
the deductibility for depreciation or amortization of the renmgradjusted basis of the assatA
taxpayer may claim a credit under this section with respect to new qualifying construction withi
years after the start of the facility's initial construction, but a credit is not allowed under this sec
anyamount spent more than ten years after the start of the facility's initial constrOctimaxpayer
qualifies for the credit under this section if the taxpayer owns the facility or leases the facility or|
component of the facility for a term of five more yearsE. If the allowable tax credit exceeds
seventyfive per cent of the taxes otherwise due under this title on the claimant's income, or if th
no taxes due under this title, the amount of the claim not used to offset taxes undés thig/the
carried forward for not more than fifteen taxable years as a credit against subsequent years' in
liability. F. Coowners of a business, including partners in a partnership and shareholders of an
corporation, as defined in section 138the internal revenue code, may each claim only the pro
share of the credit allowed under this section based on the ownership interest. The total of the
allowed all such owners may not exceed the amount that would have been alloweddmvensolof
the businesss. If either of the following circumstances occurs with respect to a qualified
environmental technology manufacturing, producing or processing facility, the tax imposed by t
title for the taxable year in which the circumstanceuns shall be increased by the full amount of g
credits previously allowed under this section with respect to that fa@lify: The taxpayer abandon
construction before the facility is placed in serviée2. Before the facility is placed in servitiee
taxpayer changes plans in such a manner as to no longer qualify as an environmental technolg
manufacturing, producing or processing facility under sectieh54#.02 H. If, within five years
after being placed in service, an operating environmésthhology manufacturing, producing or
processing facility with respect to which a credit has been allowed under this section ceases fo
reason to operate as an environmental technology manufacturing, producing or processing fac
described inaction 411514.02, the tax imposed by this title for the taxable year shall be increas
an amount determined by multiplying the full amount of all credits previously allowed under this
section with respect to that facility by a percentage determinfedl@ss: H.1. If the facility was
placed in service less than one year before ceasing to operate as an environmental technology
manufacturing, producing or processing facility, one hundred perttehtlf the facility was placed
in service at least ongar but not more than two years before ceasing to operate as an environr
technology manufacturing, producing or processing facility, eighty pertdehtlf the facility was
placed in service at least two years but less than three years befong teagierate as an
environmental technology manufacturing, producing or processing facility, sixty peHcént.

If the facility was placed in service at least three years but less than four years before ceasing
operate as an environmental technologgnufacturing, producing or processing facility, forty per
cent.H.5. If the facility was placed in service at least four years but less than five years before ¢
to operate as an environmental technology manufacturing, producing or processityy tiaeitity per
cent..l. The department by rule shall prescribe record keeping requirements for taxpayers who
credit under this section.

43-1081Credit for pollution control equipment --A. A credit is allowed against the taxes imposed
by this titlefor expenses that the taxpayer incurred during the taxable year to purchase real or |
property that is used in the taxpayer's trade or business in this state to control or prevent pollut
amount of the credit is equal to ten per cent ofpilvehase priceB. Property that qualifies for the




credit under this section includes that portion of a structure, building, installation, excavation,
machine, equipment or device and any attachment or addition to or reconstruction, replacemer
improvenent of that property that is directly used, constructed, or installed in this state for the p
of meeting or exceeding rules or regulations adopted by the United States environmental prote
agency, the department of environmental quality or digallisubdivision of this state to prevent,
monitor, control or reduce air, water or land pollution that results from the taxpayer's direct ope
activities in conducting a trade or business in this stat&he credit allowed pursuant to this sectio
does not apply tat. The purchase of any personal property that is attached to a motor \@&hiaig.
property that has a substantial use for a purpose other than the purposes described in sut&ect
Any portion of pollution control property th included as a standard and integral part of anothe
property. D. Amounts that qualify for a credit under this section must be includible in the taxpay
adjusted basis for the property. The adjusted basis of any property with respect to whigbetyer tal
has claimed a credit shall be reduced by the amount of credit claimed with respect to that asse
credit does not affect the deductibility for depreciation or amortization of the remaining adjusteq
of the assetE. Coowners of a businesgcluding partners in a partnership and shareholders of g
corporation, as defined in section 1361 of the internal revenue code, may each claim only the
share of the credit allowed under this section based on the ownership interest. Tdfethetatedits
allowed all such owners may not exceed the amount that would have been allowed a sol&olfn
the allowable tax credit exceeds the taxes otherwise due under this title on the claimant's incon
there are no taxes due under tltls tthe taxpayer may carry the amount of the claim not used to
offset the taxes under this title forward for not more than five taxable years' income tax li&hility.
The maximum credit that a taxpayer may claim under this section is five hundregnthaadlars in &
taxable year.

43-1081.01Credit for agricultural pollution control equipment--A. A credit is allowed against the
taxes imposed by this title for expenses that a taxpayer, involved in the commercial production
livestock, livestockproducts or agricultural, horticultural, viticultural or floricultural crops or
products, incurred during the taxable year to purchase tangible personal property that is prima
in the taxpayer's trade or business in this state to control or pgaikriton. The amount of the cred
is equal to twentfive per cent of the cost of the real or personal property. The maximum credit {
taxpayer may claim under this section is tweintg thousand dollars in a taxable yer.Property
that qualifies for the credit under this section includes the portion of a structure, building, installa
excavation, machine, equipment or device and any attachment or addition to or reconstruction,
replacement or improvement of that property that is directly, usetstructed or installed in this stat]
to prevent, monitor, control or reduce air, water or land pollu@ommounts that qualify for a credit
under this section must be includible in the taxpayer's adjusted basis for the property. The adjy
basis dany property with respect to which the taxpayer has claimed a credit shall be reduced
amount of credit claimed with respect to that asset. This credit does not affect the deductibility
depreciation or amortization of the remaining adjusteéslzdithe asseD. Coowners of a business,
including partners in a partnership and shareholders of an S corporation, as defined in section
the internal revenue code, may each claim only the pro rata share of the credit allowed under t
sectionbased on the ownership interest. The total of the credits allowed all such owners may n
exceed the amount that would have been allowed a sole a&n#rthe allowable tax credit exceeds
the taxes otherwise due under this title on the claimiaictene or if there are no taxes due under t
title, the amount of the claim not used to offset the taxes under this title may be foaweed to the
next five consecutive taxable years as a credit against subsequent years' income taxHiability.
taxpayer who claims a credit for pollution control equipment under this section shall not claim a
under section 43081 for the same equipment or expense.

43-1081.02Credit for taxpayers participating in agricultural preservation district --.A.

For taxake years beginning from and after December 31, 2000 and ending before January 1, 2
credit is allowed in lieu of any other deduction or credit against taxes imposed by this title for a
taxpayer who owns property classified as class two property sadgéon 4212002 and who convey
ownership or development rights of the property to an agricultural preservation district under sg
48-5702. Except as provided in subsection b of this section, the amount of the credit i\eithEne
appraised valke of the property if the taxpayer conveys the ownership of the property to the distr




A.2. The difference between the appraised value of the undeveloped land and the appraised v:
the land for development purposes if the taxpayer conveys the pieneziorights of the property to
the district.B. To receive a tax credit under this section, a taxpayer must apply to the agricultura
preservation district, on a form prescribed by the district, on or before January 15 following the
calendar year in whictihe conveyance or close of escrow occurred. On or before February 15, tf
district shall review and determine the qualification for and amount of the credit for each taxpay
issue a certificate to each qualifying applicant stating the appraisal tamaithe amount of the
credit. The taxpayer shall claim the credit on the next tax return filed after receiving the certifica
from the district. The district shall not certify tax credits under this section in any calendar year
exceeding thirtthree tlousand dollars. If qualifying applications exceed thihsee thousand dollars
the district shall proportionately reduce the amount of the credit awarded to each ta@p&yer.
owners of the property, including partners in a partnership and sharetasldars corporation, as
defined in section 1361 of the internal revenue code, may each claim only the pro rata share of
credit allowed under this section based on the ownership interest. Tthe total of the credits allow
such owners may not excette amount that would have been allowed a sole ovindf.the
allowable tax credit exceeds the taxes due under this title on the claimant's income, or if there
taxes due under this title, the amount of the claim not used to offset the taxethigntitbe shall be
paid in the same manner as a refund granted under sectidi182Refunds made pursuant to this
section are subject to setoff under sectiorl422.

43-1082Credit for construction materials incorporated into qualifying facility; definitions--A.
A credit is allowed against the tax imposed by this title for new construction materials incorpors
into a qualifying facility located entirely within this state, construction of which is begun on or af
January 1, 1994 and completed orbefore December 31, 1999. The credit shall be computed as
per cent of the purchase price of the materials. The credit shall be claimed in the taxable year i
the qualified facility receives a certificate of occuparm®yCo-owners of a businesicluding
partners in a partnership and shareholders of an S corporation, as defined in section 1361 of th
Internal Revenue Code, may each claim only the pro rata share of the credit allowed under thig
based on the ownership interest, exceptphetners in a partnership and members in a limited liak
company may allocate among themselves any credit for construction materials that are incorpg
into a facility that is predominantly used for direct broadcast satellite television orategmigssion
services in any proportion stated in their partnership or operating agreement. The total of the ¢
allowed all such owners may not exceed the amount that would have been allowed a sol€.d#vn
the allowable tax credit exceeds the taotberwise due under this title on the claimant's income, @
there are no taxes due under this title, the taxpayer may carry the amount of the claim not useq
offset the taxes under this title forward for not more than five taxable years' inconabitéy.|D.
The department shall prescribe a form to be filed in the year the credit arises by a partnership
limited liability company that allocates the credit among its partners or members. The form con
an election by the business as to thapprtion of the credit allocable to each of the specific owner
The election is irrevocabl&. For purposes of this sectidh:. 1 . AiConstruction
tangible personal property incorporated into and permanently affixed to the taxpayefyinguali
facility other than materials exempt from taxation pursuant to secti@®@2 or 425159, subsection
B.E. 2. ADirect broadcast satellite teH2da)i si
Receiving, convertinggrocessing, storing dransmitting telecommunications information by a
business that operates pursuant to 47 Code of Federal Regulations parts 25 Brid (bDO.
Transmitting telecommunications information to a business that operates pursuant to 47 Code
Federal Regulationgarts 25 and 100 if the transmitting meets the requirements of sectEf64?2
subsection B, paragraph 16, subdivision ). 3. A Pur chase priceodo me
materials purchased by the taxpayer from a supplier for incorporation étp#iifying facility, or
the direct cost of materials paid by a contractor for incorporation into the taxpayer's qualifying f
E. 4. fAQualifying facilityo means a new bui
structure, locatedntirely within this state, predominantly used for manufacturing, fabricating, mi
refining, metallurgical operations, direct broadcast satellite television or data transmission serv
research and development as described in sectid1@8, andvhich has a total cost of construction
in excess of five million dollars.




43-1085Credit for solar energy devices; commercial and industrial applicationsA.
For taxable years beginning from and after December 31, 2005 through December 31, 2012sa|
allowed against the taxes imposed by this title for a taxpayer who is ditheinstalling one or morg
solar energy devices, as defined in sectiofh@@1 and certified pursuant to sectior¥8110.01,
during the taxable year for commercial, indugtdr any other nonresidential application in the
taxpayer's facility located in this state2. The third party organization that financed, installed or
manufactured the solar energy device that qualifies for the credit under paragraph 1 of thi©eub
if the taxpayer or an entity exempt from taxation under chapter 12 of this title who otherwise wq
qualify for this credit transfers the credit on a form prescribed by the department to the third pa
organizationB. The amount of the credit is edt@ten per cent of the installed cost of the deviCe.
The person who provides or installs the device shall furnish the taxpayer with an accounting of
cost to the taxpayebD. The taxpayer may not cumulate total tax credits under this sectiordegee
twenty-five thousand dollars with respect to the same building in the same year or fifty thousan
dollars in total credits in any yedt. If the allowable credit exceeds the taxes otherwise due undg
title on the claimant's income, or if theneao taxes due under this title, the amount of the claim 1
used to offset taxes under this title may be carried forward for not more than five consecutive ti
years as a credit against subsequent years' income tax ligil@gowners of a busirss, including
partners in a partnership and shareholders of an S corporation, as defined in section 1361 of th
internal revenue code, may each claim only the pro rata share of the credit allowed under this
based on the ownership interest or finahiovestment in the system. The total of the credits allow
all such owners may not exceed the amount that would have been allowed a sole owner.

43-1087Credit for employment of temporary assistance for needy families recipients. A credit
is allowedagainst the taxes imposed by this title for net increases in qualified employment by th
taxpayer of recipients of temporary assistance for needy families as defined in sedttdnvwto are
residents of this state. The amount of the credit is equaé teutim of the followingA.1. Onefourth

of the taxable wages paid to each employee in qualified employment positions, not to exceed f
hundred dollars per qualified employment position, in the first year or partial year of employmet
Wages that were salilized as provided by section-2689 shall not be included.2. Onethird of the
taxable wages paid to each employee in qualified employment positions, not to exceed one thg
dollars per qualified employment position, in the second year of contiemopl®yment. Wages that
were subsidized as provided by sectior288 shall not be included\.3. Onehalf of the taxable
wages paid to each employee in qualified employment positions, not to exceed one thousand f
hundred dollars per qualified employntgrosition, in the third year of continuous employment.
Wages that were subsidized as provided by sectie2@86hall not be included3. The credit
allowed in this section is in lieu of any wage expense deduction taken for state tax p@pdses.
qualfy for a credit under this sectio.1. All of the employees with respect to whom a credit is
claimed must reside in this state and must be recipients of temporary assistance for needy fam
defined in section 4801 at the time the employee isddr.C.2. A qualified employment position
must meet all of the following requiremen@2.(a) The position must be classified as-fintle
employmentC.2.(b) The employment must include health insurance coverage for the employee
employer offers tis coverage for employees who are not recipients of temporary assistance for
families.C.2.(c) The employer must pay compensation at least equal to the minimum wage or &
comparable to that paid to employees who are not receiving temporaryrassfetaneedyamilies
based on the employee's training, skills and job classificafidh(d) The employee must have beer|
employed for at least ninety days during the first taxable year. An employee who is hired during
last ninety days of the taxabjear shall be considered a new employee during the next taxable V|
Periods for which the employee's wages were subsidized as provided by se@fithstall not be
included as periods of employment.C.2.(e) The employee was not employed by the taithayer
twelve months before the current date of h8e.(f) The employee position is not eligible for any
other employment credit pursuant to this title based on wages pPaithe net increase in the numb
of qualified employment positions shall Betermined by comparing the average number of qualif
employment positions during the taxable year with the immediately preceding taxable year bas
the taxpayer's report to the department of economic security for unemployment plEptshe
allowable tax credit exceeds the income taxes otherwise due on the claimant's income, the am
the claim not used as an offset against income taxes may be carried forward as a tax credit ag




Arkansas

subsequent years' income tax liability for the period, meteed five consecutive taxable yeé&:s.
Co-owners of a business, including partners in a partnership and shareholders of an S corpora
defined in section 1361 of the internal revenue code, may claim only the pro rata share of the ¢
allowed wnder this section based on the ownership interest. The total of the credits allowed all t
owners of the business may not exceed the amount that would have been allowed for a sole o
the businesss. The department may adopt rules necessary fadimnistration of this section.
Reg. I, Introduction TheAct 182 of 2003 consolidates six previously existing incentives into ong
incentive package. The consolidated incentives include: Enterprise Zone (Advantage Arkansag
Economic Investment Tax Credit (InvestArk); Economic Development Incentive Act (CrdzdteRe
Arkansas Economic Development Act (AEDA); Emerging Technology Development Act; and
Biotechnology Training and Development Act. The Consolidated Incentive Act of 2003 also pr
incentives for targeted businesses that allow earned income tés todok sold which will allow
these targeted businesses to realize the benefits of the incentive earlier. In addition, it expands
opportunities for qualified businesses to earn income tax credits based on research and develg
expenditures. Othdrenefits of consolidating incentives include the uniformity of definitions and
administration of the various incentives. A financial incentive agreement will be signed with ea|
eligible business that qualifies for an incentive under this act and isvapppy the Commission. Th
financial incentive agreement will be the primary document outlining the benefits to be receiveqg
the start and end date of the project. It will also serve as the primary source document when th
Department of Finance and Admistration audits the business to verify compliance. The financial
incentive agreement shall: Specify the effective date of the agreebpenify the term of the
agreement, which shall be calculated from the date the agreement is signed by the mdthess a
CommissionSpecify the incentive the business is to receéBpecify the investment and/or payroll
threshold requirements necessary to qualify for eligibil®pecify the eligible businesses'
responsibilities for certifying eligibility requiremts) andSpecify the approved businesses'
responsibilities for failure to meet or maintain eligibility requirements.

Reg. Il, Definitions. 1"Applied research” means any activity that seeks to utilize, synthesize, o
apply existing knowledge, informatioar resources to the resolution of a specific problem, questi
or issue2 "The Authority" means the Arkansas Science and Technology Auth8ri#wverage
hourly wage" means the weekly earnings, excluding overtime, bonuses, and company paid ber
all new fulktime permanent employees hired after the date of the signed financial incentive agre
divided by the number of new fulime permanent employees, divided by forty (40)Basic
research" means any original investigation for the advanaanoé scientific or technological
knowledge5 "Business component"means any product, process, computer software, techniqug
formula or invention held for sale, lease or license or used in trade or business of the téxpayer;
"Contractual employee" meansan employee wha@.A May be included in the payroll calculations
of a business qualifying for benefits under this act and is under the direct supervision of the bu
receiving benefits under this act, but is an employee of a business other thanrtoeioimey benefits
under this act$.B Otherwise meets the requirements of a newtifulé permanent employee of the
business receiving benefits under this act;.@1d Receives a benefits package comparable to dir
employees of the business receivbemefits under this acff "Corporate headquarters" means:
7.A The facility or portion of a facility where corporate staff employees are physically employed
where the majority of the company's financial, personnel, legal, planning, informationlteghroo
other headquarters related functions are handled either on a regional basis or national basis. T
facilities include establishments primarily engaged in administering, overseeing, and managing
establishments of the company or enterpriselassified in sector 551114 of the North American
Industrial Classification System (NAICS) effective January 1, 20 A corporate headquarters
must be a regional corporate headquarters or a national corporate head@/&Ctarsty or state
averagehourly wage" means3.A The weighted average weekly earnings for Arkansans in all
industries, both statewide and county wide, as calculated by the Arkansas Department of Work
Services in their most recent Annual Covered Employment and Earnings pablidatided by forty
(40).8.B The average hourly wage threshold determined at the signing of the financial incentivg
agreement shall be the threshold for the term of the agree@&@gmmission” means the Arkansa
Economic Development Commissidi) "D irector" means the Director of the Arkansas Economi
Development Commission;1'Distribution center " means a facility for the reception, storage, an




shipping of:.11.A A business' own products or products that the business wholesales to retail
businessesraships to its own retail outlets if severfiye percent (75%) of the sales revenues are
from out of state customers;11.B Products owned by other companies with which the business
contracts for storage and shipping if sevelintg percent (75%) of theales revenues of the product
owner are from oubf-state customers; dr1.C Products for sale to the general public if sevéagy
percent (75%) of the sales revenues are frorobatate customers;1Eligible businesses"means
non-retail businessesgaged in commerce for profit that meet the eligibility requirements for the
applicable incentive offered by this subchapter, and fall into one (1) or more of the following
categoriesA(i) Manufacturers classified in sectors-32 in the North American Brustrial
Classification System (NAICS), as in effect January 1, 20R.A(ii) Manufacturers classified in
sectors 2689 according to the Standard Industrial Classification (SIC) standards but which are
classified under NAICS in another sectb?; B(i) Busnesses primarily engaged in the design and
development of prepackaged software, digital content production and preservation, computer
processing and data preparation services, or information retrieval sebAd&gi) All businesses in
this group shaltlerive at least sevenfive percent (75%) of their sales revenue from out of state;1
12.C(i) Businesses primarily engaged in motion picture productiéh&(ii) All businesses in this
group shall derive at least seveffitye percent (75%) of their sed revenue from out of state;.12.D A
distribution center or intermodal facility;12.E An office sector business;.12.F A national or regio
corporate headquarters, North American Industrial Classification System (NAICS) Code 55111
effect January 12007;12.G Firms primarily engaged in commercial, physical and biological rese
as classified in the North American Industrial Classification System (NAICS) code 541710, as i
effect January 1, 2007;12.H(i) Scientific and technical services busiradgi) 12.H(ii)(a) All
businesses in this group shall derive at least sefatpercent (75%) of their sales revenue from
of state; and.2.H(ii)(b)12.H(ii)(b)(1) The average hourly wages paid by businesses in this group
exceed one hundred fifpercent (150%) of the county or state average hourly wage, whichever
less.12.H(ii)(b)(2) The average hourly wage threshold determined at the signing of the financia
incentive agreement shall be the threshold for the term of the agreemeh2, lafite Director may
classify a norretail business as an eligible business if the following conditions &gi$(i) The
business must derive at least sevdivy percent (75%) of its sales revenue from out of state;
and12.1(ii) The business proposes to pages in excess of one hundred ten percent (110%) of th
county or state average wage, whichever is 1@8SEndorsement resolution" means a resolution
approved by the governing body of the municipality or county within whose jurisdiction the proj
fadlity is located which:13.1 Approves the specific entity's participation in the programlari
Specifies that the municipality or county authorizes the Department of Finance and Administrat
refund local sales and use taxes to the approved bssi@sunicipality or county can authorize the
refund of a tax levied by it but may not authorize a refund of any tax not leviedlidy Equity
investment" means capital invested in common or preferred stock, royalty or intellectual prope
rights, limited partnership interests, limited liability company interests, and any other securities
rights that evidence ownership in private businesses, including a federal agency's award of a §
Business Innovation Research (SBIR) or Small Business Technblaggfer (STTR) grant. For the
purposes of this act, subordinated debt may also be considered an equity invd$gitasting
employees means15.A Those employees hired by the business before the date the financial
incentive agreement was signeth.B 15.B(i) Existing employees may be considered newtifuié
permanent employees only if:15.B(ii) 15.B(ii)(a) The position or job filled by the existing employ
was created in accordance with the signed financial incentive agreemeb. B(ig(b) Theposition
vacated by the existing employee was either filled by a subsequent employee or no subsequer
employee will be hired because the business no longer conducts the particular business activit|
requiring that classification15.C If the Director of ta Economic Development Commission and tl
Director of the Department of Finance and Administration find that a significant impairment of j¢
opportunities for existing employees will otherwise occur, they may jointly authorize existing
employees to qualifgs new fulltime permanent employeels "Facility” means a single physical
location at which the eligible business is conducting its operations. A physical location may cori
more than one facility of the eligible business located onaomtiguousproperty within the same
incorporated city that is conducting similar or complimentary actitify’Financial incentive
agreement" means an agreement entered into by an eligible business and the Commission to j
the business an incentive to locateeav business or expand an existing business in Arkab8as;




"Fund" means the Arkansas Economic Development Incentive Fuh@d#erning authority "
means the quorum court of a county or the governing body of a municipalily;2@use research"
means20.A 20.A(i) Applied research supported by the business through the purchase of suppl
research activities and payment of wages and usual fringe benefits for employees of the busing
conduct research activities in research facilitt€sA(i)(a) Delicated to the conduct of research
activities;20.A(i)(b) Operated by the business; &@dA(i)(c) Performed primarily under laboratory,
clinical, or field experimental conditions for the purpose of reducing a concept or idea to practig
to advance aancept or idea, or improvement thereon, to the point of practical applic2oA(ii)

"In -house research'includes experimental or laboratory activity to develop new products, impr
existing products, or develop new uses of products, but only totért ¢hat activity is conducted in
Arkansas20.B"In -house research"does not include tests or inspection of materials or products
quality control, efficiency surveys, management studies, other market research, or any other ot
and necessary egpses of conducting busine24;"Intellectual property” means an invention,
discovery, or new idea that the legal entity responsible for commercialization has decided to le
protect for possible commercial gain, based on the disclosure of the cP@dtatermodal facility”
means a facility with more than one (1) mode of interconnected movement of freight, commerc
passenger£3"Investment threshold" means the minimum amount of investment in project cost
that must be incurred in order to qualibr eligibility; 24 "Invest" or "Investment" means money
expended by or on behalf of an approved eligible business that seeks to begin or expand oper:
Arkansas and, without the infusion of capital, the location or expansion may not 8édilrease”
means a right to possession of real property for a specific term in return for consideration, as
determined in a lease agreement by both pag&sModernization" means26.A An increase in
efficiency or productivity of a business througlrestment in machinery, equipment, or boft.B
"Modernization" does not include costs for routine maintenance or the installation of equipmer
does not improve efficiency or productivity, except for expenditures for pollution control equipn
mandated by state or federal laws or regulati@TsNational corporate headquarters" means the
sole corporate headquarters in the nation that handles headquarters related functions on a nat
basis;28"New full -time permanent employee"means:28.A 28.A(i) A position or job that was
created pursuant to the signed financial incentive agreement and that is filled by one (1) or mo
employees or contractual employees working at the facility identified in the financial incentive
agreement who were Arkandaspayers during the year in which the tax credits or incentives we
earned. Existing employees may not be considered Newirfidl permanent employees unless cert
conditions are met as defined here#8.A(ii) The position or job held by the emptayor employees
shall have been filled for at least twersiy (26) consecutive weeks with an average of at least thi
(30) hours per weelR8.B However, to qualify under this act, a contractual employee shall be off
a benefits package comparabletdirect employee of the business seeking incentives under this
29 "Non