2009 CORPORATE INCOME TAX HIGHLIGHTS

WITHHOLDING RATES CHANGED - Through June 30, 2010, Arizona withholding is a percentage of federal
withholding. SB1185 (2009) automatically increased withholding rates beginning May 1, 2009. Revised Forms A-4, A-4P, and
A-4V became available in mid-April. SB1185 automatically decreases withholding rates for January 1, 2010 through June 30,
2010. Revised Forms A-4, A-4V, and A-4P are now available. Employees may change their withholding by filing the
appropriate form with their employer. New forms will be available in late spring 2010, as withholding will be based on tables
for wages paid after June 30, 2010. Visit the Department's internet website at www.azdor.gov for updates, new forms and
tables in late spring 2010.

CERTAIN CONTRIBUTIONS MAY BE MADE THROUGH REDUCED WITHHOLDING - Beginning January 1,
2010, an employee can request that his or her employer reduce his or her withholding in an amount equal to income tax
credit(s) the employee will qualify for when filing the employee's tax return. Only the following credits qualify for the
reduction in withholding: (a) contributions to charities that provide assistance to the working poor, (b) contributions made or
fees paid to public schools, and (c) contributions to private school tuition organizations. Employers who agree to reduce
employee withholding must make quarterly payments to the charity or charities of the employee's choice on behalf of the
employee. Employers must report payments to the department annually, on a calendar year basis, or upon termination of
employment. See new Form A1-C and House Bill 2287 (2009) for further information.

TAXPAYERS SUBJECT TO EXTENSION UNDERPAYMENT PENALTY NO LONGER SUBJECT TO LATE
PAYMENT PENALTY - SB 1373 (2009) provides that taxpayers subject to the extension underpayment penalty are not
subject to the late payment penalty provided by Arizona Revised Statutes ("A.R.S.") § 42-1125(D).

ARIZONA'S PARTNERSHIP EXTENSION CONFORMS TO FEDERAL FIVE-MONTH EXTENSION - Arizona
has conformed to the federal five-month automatic extension of time for filing Arizona Form 165. The extension is requested
by filing Form 120EXT by the original due date. A valid federal extension may be substituted for the Arizona extension. See
Avrizona Partnership Tax Ruling PTR 09-1 for more information.

NEW SCHOOL TUITION ORGANIZATION TAX CREDIT - AR.S. §43-1184 provides a new nonrefundable
corporate income tax credit for contributions made to school tuition organizations that provide scholarships to displaced
students or students with disabilities. The credit must be preapproved by the Department of Revenue. The annual cap is $5
million. Corporations cannot take this credit and the credit allowed under A.R.S. 8 43-1183 with respect to the same
contribution. See Arizona Form 341 to claim the credit and for more details.

SCHOOL TUITION ORGANIZATION TAX CREDIT EXTENDED AND EXPANDED - A.R.S. § 43-1183 has been
amended to extend the nonrefundable corporate income tax credit for contributions made to school tuition organizations. The
credit must be preapproved by the Department of Revenue. Corporations cannot take this credit and the credit allowed under
A.R.S. § 43-1184 with respect to the same contribution. See Arizona Form 335 to claim the credit and for more details.

DOLLAR LIMIT OF CLEAN ELECTIONS FUND TAX CREDIT INCREASED - The Secretary of State
adjusted the various Clean Elections Act dollar amounts. The maximum allowable amount for purposes of the Clean
Elections Fund Tax Credit is now 20% of the tax liability or $640, whichever is greater.

APPORTIONMENT FORMULA SELECTION - The conditional requirements of HB2139 (2005) have been met.
Therefore, for taxable years beginning from and after December 31, 2008, all multistate corporate taxpayers, except
those engaged in air commerce, must select one of two apportionment formulae; either the standard sales factor
formula (the property factor plus the payroll factor plus two times the sales factor with a denominator of four) or the
enhanced sales factor formula (the property factor plus the payroll factor plus eight times the sales factor with a
denominator of ten). In exchange for electing to use the enhanced sales factor formula, taxpayers agree to disclosure of
their name to the Joint Legislative Budget Committee, and to participate in an economic impact study. Check the box
on the appropriate form.

PUBLICATION 701 UPDATED - The Department no longer accepts magnetic media filing on cartridge, tape or
diskette. All media must be filed on CD-ROM or DVD. See Publication 701 for more information.

FORMS AVAILABLE ON THE INTERNET - In an effort to reduce waste, the Department will be limiting the
number of forms it prints and mails. Therefore, taxpayers are encouraged to download forms from the Department's
internet website at www.azdor.gov.
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