
	

	

	
ABA Lobbies for TPT Changes 

 
Even before its January 1st effective date the proposed changes to Arizona’s Transaction 
Privilege Tax law had caused confusion in the construction industry.  The law was passed 
in 2013 and amended in 2014, but the construction industry was still struggling with the 
changes.   
 
The focal point of the confusion came from the creation of a new tax treatment for 
contractors engaging in the maintenance, repair, replacement or alteration of existing 
facilities, called MRRA projects.  Materials purchased for MRRA projects would be taxed 
at the point of sale.  The same materials purchased for a new construction project would 
be subject to taxation under prime contracting.  Further confusion arose over other 
provisions of the law: 
 

 MRRA work is defined as working directly for a “property owner”.  This 
language seems to preclude similar work done for a property manager or 
tenant.  It may even exempt down tier subcontractors from the MRRA 
classification. 

 How are change orders to be treated?  Are these “stand alone” contracts 
or does it relate to the scope of the original contract?  What if the original 
contract and the change order are different types of work; one an MRRA 
and the other a prime contract? 

 Contractors who only do MRRA work will no longer be required to 
maintain a TPT license.  However, due to local ordinances cities won’t 
issue a building permit for an entity that does not have a TPT license.  This 
may force all MRRA contractors to remain licensed with the state, despite 
no requirement to file a tax report! 

 How will projects be treated that have an element of both prime 
contracting and MRRA.  A remodel project that expands a building may 
start as a MRRA and then convert to prime contracting. 

 How do contractors who do both MRRA and prime contracting treat the 
purchase of material for inventory?  The current law would impose back 
taxes, interest and penalties on material purchased tax exempt and then 
used in a MRRA project.  Do contractors now need two sets of inventory in 
the warehouse? 

The Arizona Builders Alliance and various industry and government stakeholders have 
been meeting to resolve these issues.  Legislation has been introduced that will address 
these problems retroactively to January 1st of 2015.  Governor Ducey is expected to sign 
the legislation when it arrives on his desk. 
	


