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ARIZONA LAW BASICS

v Taxes Generally
ARS Title 42

¢ ncome Taxes
ARS Title 43

* Legislative Sessions

ARIZONA LAW BASICS

v RC Conformmity

* f42- 1001 Definition
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ARIZONA LAW BASICS

'R Conformmity
* 542- 1001 Definition

* §43-105 Defintion
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IRC CONFORMITY

s Diefault answer - federal
aAriswer

v Specific autharity for
differences
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CORPORATIONS

CORPORATION TAXATION

+ Chapter |1, Title 43
= Article | - Definitions
* Article 2 - Tases and Pates
* Articls 3 - Adustmants to Armona Gross Inconms
* Article 4 - Linifarrn Divigion of Income Act.
* Article 5 - Cessation of Corporate Activities

* Article 6 - Credits

CORPORATION TAXATION
DEFINITIONS

 Arizona Gross Income = federal taxable income

§43-1101(1)

« Arizona Taxable Income = Arizona gross income
adjusted by modfications in Chapter 3

§43-1101(2)
* Net Income = Arizona taxable income
§43-1101(6)
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CORPORATION TAXATION
TAX RATES

* Flat Rate = 6,968%
ARS B43-1111

v Exceptions

« 5 Corporations exempted under ARS §13-1126

* Tax exernpt orgarizations under ARS §23-1201

CORPORATION TAXATION
ADJUSTMENTS

* Additions - AR5 §43-1121
* Barrows heavily from ARG §43- 1021
* Subtractions - ARS §43-1 |22

* Borrows heavily from ARS §43- 1022

CORPORATION TAXATION
ADDITIONS

* From individual additions (selected)
» Other State Municipal Interest

* Partnership adjustment

» All federal depreciation

« 5179 in excess of 525,000
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CORPORATION TAXATION
ADDITIONS

« Capital loss carryovers (generally)
* Dividends excluded under IRC §243, 244 and 245

« Taxes paid to state, local or foreign governments deducted
on federal return

* Federal net operating loss

* Expences for which Arizona credits claimed {such as
tuition credits, etc.)

CORPORATION TAXATION
SUBTRACTIONS

v Borroweed from individuals {selected)
* Partnership adjustments

» Recomputed depredation {without ary bonus
depreciation election in place)

* Adjusted gainfloss for lack of bonus depreciation

* I/5 of Section §1 79 deduction dsallowed in current or
any of four preceding years

CORPORATION TAXATION
SUBTRACTIONS

' Dividends from a controlled corporation
* Dividends from foregn corporations
v LS Interest

* Arizona net operating loss
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CORPORATION TAXATION
TAX RATES

* Flat Rate = 6,968%
ARS B43-1111

v Exceptions
« 5 Corporations exempted under ARS §13-1126

* Tax exernpt orgarizations under ARS §23-1201

CORPORATION TAXATION
DEPRECIATION

« Arizona adds back federal deprecation, without regard to
CRE

* Arizona subtracts Arzona depreciation, without regard 1o
§46%

» Recompute as if no election made under
IRC §168(k)(2)(D){ii)

CORPORATION TAXATION
DEPRECIATION

« Arizona adds back federal deprecation, without regard to
PRF

* Arizona subtracts Arzona depreciation, without regard to
CRF

» Recompute as if no election made under
IRC §168{k)(2){D)(iii)
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CORPORATION TAXATION
§179

* Arizona disallows in excess of 525,000 in any year
* Recovered over 5 years - no exceptions

* Liquidation

* Comsersion 1o 5 corporation

= Disposal of property

* Federal & 79 recapture

CORPORATION TAXATION
NET OPERATING LOSS

v Individual - conform 1o fedaral
Corporations - no such luck

« Arizona adjusted NOL
= Additions counted
» Subtractions count except Arzona MNOL

* Mo carryback, carried forward froe years

CORPORATION TAXATION
APPORTIONMENT

s owvermed by Article 4
* Monbusiness income (ARS §43-1 [ 34)

* Business income (ARS &43-113%)
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CORPORATION TAXATION
APPORTIONMENT-NONBUSINESS

« Mt rents & rovalties (ARS §43-1135)
+ Capital gains & losses (ARS §43-1136)
' Irterest & dividends (ARS §43-1137)

« Patent & copyright royalties (ARS §43-1139)

CORPORATION TAXATION
APPORTIONMENT-BUSINESS

« Apportionment factor - choose
* (Property factor + Payroll Factor + 2 X Sales Facter)+4

* (Property factor + Payroll Factor + B X Sales Factor)+ [0

CORPORATION TAXATION
PROPERTY FACTOR

« Average value of real and tangible personal property used in
clate =+

* Average value of all the taxpayers real and tangible personal
property

* Exceptions
* Foreign corporation not subject to Arzona tax

* Insurance company exempt from tax under §43-1201
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CORPORATION TAXATION
PROPERTY VALUE

« Owned property: valued at original cost

' Rented property: B times net annual rental

CORPORATION TAXATION
AVERAGE PROPERTY VALUE

« General rule - (Beginning value + Ending Value) + 2

* ADOR can require averaging of maonthly value if balieve is
necessary o propery reflect

CORPORATION TAXATION
PAYROLL FACTOR

* Total paid in Arzona + Total paid everywhers

» Compensation paid in Arizona

= Service entirely in Arizona oo

» Sprvice outside state incidental to service in Arizona or

* Some service in Arizona, base in Arizona (or in no state in
which service performed), person resident of Arizona
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CORPORATION TAXATION
PAYROLL FACTOR

* Total paid in Arzona + Total paid everywhens
» Compensation paid in Arizona
= Service entirely in Arizona oo
= Sprvice outside state incidental to service in Arizona or

* Some service in Arizona, base in Arizona (or in no state in
which service performed), person resident of Arizona
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CORPORATION TAXATION
SALES FACTOR

« Total sales in state + Total sales everywhere

* Tangible property - delvered or shipped to purchaser withan
Arizona (aside from UL, Government)

s Criher sales
* Income producing activity performed in Arizona or

= Greater proportion of activity performed in Arizona, based
On Costs incurred

CORPORATION TAXATION
APPORTIONMENT

« Taxpayer may request ar ADOR may require
« Separate accounting
* Exclusion of one or more factors
* Indusion of additional factor

« Other methods

« AR has full discretion, but misst use for at least one taxzble year
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CORPORATION TAXATION
APPORTIONMEN T-BUSINESS

* Apportionment factor - choose
* (Property factor + Payroll Factor + 1 X 5ales Factor)+4

* (Property factor + Payroll Factor + B X Sales Factor)+ [0

CORPORATION TAXATION
CREDITS

* List of credits run from ARS §43-1 161 to §43-1 [B4
* Marry are rarely or never used

* Beyond scope of one hour course

S CORPORATIONS
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S-CORPORATION

* Strange Arizona Results

* Entire law for income effectively found at ARS §43-1 126
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S-CORPORATION

« Has due date ane manth earfier

* Mo prosision inindividual additions and subtractions for
modifications of fedaral passthrough
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S CORPORATION

BONUS DEPRECIATION

* Mo adjustment for Arzona

* Tested only at corporate level

S CORPORATION
§179

* Mo adustrment for Arizona at 5 corporation level
* Test agan at indvidual leve

* Issue if individual gets over 325,000 allocation
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TRUSTS & ESTATES
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FIDUCIARY RETURNS

* Resident vs. Nonresident Ertity
* Rpgident - tawed on all income

* Manresident - taxed on Sountes in Anzona onby

FIDUCIARY RETURNS
RESIDENCY

' Readent Estate: Decedent resdent of Anzona at time af
cleath

* Resident Trust
* Has any Arizona resident as a fidudary

» _orporate fiduciary: ook to gee if corporate fiduciary
conducts admimstration in Arzona

FIDUCIARY RETURNS
RESIDENCY

* Other States
* Estate rule is fairly commaon
v Trust rule s unique to Arzona

* Can be residemt of more than one state (has to be for any
credit for taxes paid to be taken-see ARS §43-1 381{A))
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FIDUCIARY RETURNS
ADDITIONS/SUBTRACTIONS

* Arizana Fiduciary Adjustrnent
* Resident - generally follows indavidual adds/subtracts

* Monresident - only as related to Arizona source mems

FIDUCIARY RETURNS

TAX RATES
+ Individual Rates
+ Single Individual
e e
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PARTNERSHIPS

* Arizona gross income - federal nonseparately stated
income

* Arizona taxable income - adjust with ARS §543- 1021
and 43-1022 {Individual addtions/subtractions)

PARTNERSHIPS

* Mo Arizona adjustments for nonresident partnerships

* ARS 13- 1412 has separately stated items

ARIZONA
ENTITY
INCOME
TAXATION
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