. CALL TO ORDER/PLEDGE OF ALLEGIANCE/MOMENT OF SILENCE/ROLL CALL
2. CITY’S VISION

3. CONSENT ITEMS - APPROVE LINK T DOCUMENT =

a. Minutes - June 14, 2016 City Council Special Meeting.

b. Minutes - June 14, 2016 City Council Regular Meeting.

c. Minutes - June 15, 2016 City Council Special Meeting.

d. AB 2130 Approval of action to authorize the City's representative to the Verde
River Basin Partnership to cast a vote in favor of the proposed organizational
conversion from a member-governed body to a Board-governed body.

4. APPOINTMENTS
a. AB 2134 Discussion/possible action on appointment of a Vice Mayor.
5. SUMMARY OF CURRENT EVENTS BY MAYOR/COUNCILORS/CITY MANAGER

6. PUBLIC FORUM

(This is the time for the public to comment on matters not listed on the agenda. The City Council may
not discuss items that are not specifically identified on the agenda. Therefore, pursuant to A.R.S. § 38-
431.01(H), action taken as a result of public comment will be limited to directing staff to study the matter,
responding to any criticism, or scheduling the matter for further consideration and decision at a later
date.)

1. PROCLAMATIONS, RECOGNITIONS, & AWARDS - None.
8. REGULAR BUSINESS

a. AB 2124 Discussion/possible direction resulting from the implementation of v
SB 1350 regarding short term vacation rentals.

h. AB 2131 Discussion/possible direction regarding Docket E-01345A-16-0036,
the rate case filed with the Arizona Corporation Commission by Arizona Public
Service on June 1, 2016.

c. Reports/discussion on Council assignments.

d. Discussion/possible action on future meeting/agenda items.

9. EXECUTIVE SESSION

If an Executive Session is necessary, it will be held in the Vultee Conference Room at 106

Roadrunner Drive. Upon a public majority vote of the members constituting a quorum, the

Council may hold an Executive Session that is not open to the public for the following

purposes:

a. To consult with legal counsel for advice on matters listed on this agenda per A.R.S. §
38-431.03(A)(3).

b. Return to open session. Discussion/possible action on executive session items.

ADJOURNMENT

P PP

@
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Page 2, City Council Meeting Agenda Continued

Posted:

By: Susan L. Irvine, CMC
City Clerk

Note: Pursuant to A.R.S. § 38-431.02(B) notice is hereby given to the members of the City Council and to the general
public that the Council will hold the above open meeting. Members of the City Council will attend either in person or by
telephone, video, or internet communications. The Council may vote to go into executive session on any agenda item,
pursuant to A.R.S. § 38-431.03(A)(3) and (4) for discussion and consultation for legal advice with the City Attorney.
Because various other commissions, committees and/or boards may speak at Council meetings, notice is also given
that four or more members of these other City commissions, boards, or committees may be in attendance.

A copy of the packet with material relating to the agenda items is typically available for review by the public in the
Clerk's office after 1:00 p.m. the Thursday prior to the Council meeting and on the City's website at
www.SedonaAZ.gov. The Council Chambers is accessible to people with disabilities, in compliance with the Federal
504 and ADA laws. Those with needs for special typeface print, may request these at the Clerk’s Office. All requests
should be made forty-eight hours prior to the meeting.
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Action Minutes
Special City Council Meeting
Vultee Conference Room, Sedona City Hall,
106 Roadrunner Drive, Sedona, Arizona
Tuesday, June 14, 2016, 3:00 p.m.

1. Call to Order
Mayor Moriarty called the meeting to order at 3:01 p.m.
2. Roll Call

Roll Call: Mayor Sandy Moriarty, Vice Mayor Mark DiNunzio, Councilor Scott Jablow,
Councilor John Martinez, Councilor Jon Thompson, Councilor Jessica Williamson.
Councilor Tom Lamkin was absent and unexcused.

Staff in attendance: City Manager Justin Clifton, City Clerk Susan Irvine
3. Executive Session

Motion: Councilor Martinez moved to enter into Executive Session at 3:01 p.m.
Seconded by Councilor Williamson. Vote: Motion carried unanimously with six (6)
in favor and zero (0) opposed.

Upon a public majority vote of the members constituting a quorum, the Council
may hold an Executive Session that is not open to the public for the following
purposes:

a. Discussion and consultation regarding personnel matters per A.R.S. 8§ 38-
431.03(A)(1), specifically to discuss City Manager Justin Clifton’s annual
evaluation.

b. Return to open session. Discussion/possible action on executive session
items.

Susan Irvine gave the admonition.

Motion: Councilor Jablow moved to provide the City Manager’'s request for a
salary increase to $165,000 annually and an increase of the vacation accrual limit
to 220 hours. Seconded by Councilor Williamson. Vote: Motion carried
unanimously with six (6) in favor and zero (0) opposed.

4. Adjournment
Mayor Moriarty adjourned the meeting at 3:55 p.m.

| certify that the above are the true and correct actions of the Special City Council
Meeting held on June 14, 2016.

Susan L. Irvine, CMC, City Clerk Date

Action Minutes
Special City Council Meeting
Tuesday, June 14, 2016
3:00 p.m.
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Action Minutes
Regular City Council Meeting
City Council Chambers, Sedona City Hall,
102 Roadrunner Drive, Sedona, Arizona
Tuesday, June 14, 2016, 4:30 p.m.

1. Call to Order/Pledge of Allegiance/Moment of Silence/Roll Call
Mayor Moriarty called the meeting to order at 4:30 p.m.

Roll Call: Mayor Sandy Moriarty, Vice Mayor Mark DiNunzio, Councilor Scott Jablow,
Councilor Tom Lamkin, Councilor John Martinez, Councilor Jon Thompson, Councilor
Jessica Williamson.

Staff Present: City Manager Justin Clifton, Assistant City Manager Karen Osburn, City
Attorney Robert Pickels, Jr., Interim Chief of Police Ron Wheeler, Parks and Recreation
Manager Rachel Murdoch, City Clerk Susan Irvine.

2. City’s Vision/Moment of Art
A video of the City’s vision was played.

Nancy Lattanzi introduced Beverly Kievman Copen, a native of Atlanta and a Sedona
resident for 12 years. She is an entrepreneur, author, and photographer. She is the
author of four published books. Her latest is an educational e-book titled “Your Eyes are
your Windows to the World”. It is this book that inspired the current exhibit in City
Council Chambers called “Portraits, Portals, and Magical Moments”. Ms. Copen played
a slideshow of her photographs.

3. Consent Items

a. Minutes - May 24, 2016 City Council Special Meeting.

b. Minutes - May 24, 2016 City Council Regular Meeting.

C. Minutes - May 25, 2016 City Council Special Meeting.

d. Approval of Proclamation, Participate with Pride Month, June 2016.

e. AB 2118 Approval of a recommendation regarding an Interim Permit and
new Series 11 Hotel/Motel Liquor License for Los Abrigados Hotel located
at 160 Portal Lane, Sedona, AZ (License #11033057).

f. AB 2119 Approval of an Extension of Premises/Patio Permit for The Art of
Wine located at 101 N. Highway 89A, Suite B9, Sedona, AZ (License
#07030060).

g. AB 2111 Approval of revisions to Rule 7 of the City Council Rules of
Procedure and Policies to further clarify liaison appointments and roles.

h. AB 2122 Approval of the renewal of undercover license plates for existing
undercover vehicles.

i AB 2126 Approval of an Intergovernmental Agreement for the provision of
services by the Coconino County Elections Department.

Motion: Councilor Martinez moved to approve consent items 3a, 3b, 3c, 3d, 3e, 3f,
3g, 3h, and 3i. Seconded by Councilor Williamson. Vote: Motion carried
unanimously with seven (7) in favor and zero (0) opposed.

4. Appointments - None.

Sedona City Council
Regular Meeting
Tuesday, June 14, 2016
4:30 p.m. Page 5
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5. Summary of Current Events by Mayor/Councilors/City Manager

Councilor Jablow advised that they broke ground last week on the 9-11 Memorial at Fire
Station #6. He advised that they have raised over $60,000 to date to fund the Memorial,
and they will be unveiling it on September 11". Councilor Williamson stated that she is
pleased that Yavapai College has chosen to keep the Sedona campus. They will be
opening a culinary and hospitality school there soon. She stated that the Verde Valley
Advisory Committee to the Governing Board will have a meeting tomorrow at 8:30 a.m.
Dr. James Perry will be presenting and interacting at this meeting and seems
enthusiastic about the prospects for the Verde Valley. Mayor Moriarty advised that
Yavapai College has a couple of hospitality classes in their newest brochure and hopes
that the classes will be filled.

6. Public Forum — None.

7 Proclamations, Recognitions and Awards - None.

8. Regular Business

a AB 2112 Presentation/discussion on the "Senior Valuation Freeze" and

"Exemptions for Disabilities and Widow/Widowers" Property Tax
Assistance Programs by Pamela Pearsall, Yavapai County Assessor.

No presentation took place due to illness of Pamela Pearsall. This item was
rescheduled for the August 9, 2016 meeting.

b. AB 2078 Discussion/possible action regarding the approval of certain
contract documents with the Sedona Chamber of Commerce and Tourism
Bureau for destination marketing and tourism promotion services for
FY2017, including a Marketing and Product Development Plan,
Performance Measures document, and Tourism Promotion Budget.

Presentation by Sedona Chamber of Commerce and Tourism Bureau Chair Linda
Goldenstein and President/CEO Jennifer Wesselhoff.

Questions from Council.
Opened to the public at 6:02 p.m.

Martin Glinsky, Sedona, stated that he is a bicycle enthusiast and was pleased with the
Chamber and City’s support of the need for trail maintenance. Sustainability of the
forest trails is vital to the area, and the Chamber is a wonderful partner in this. He asked
the Council to think five to ten years ahead on what will be required to maintain the
forests.

Dan Blaettler, Village of Oak Creek, advised that they are concerned as cyclists and trall
users with the issue of maintaining the trails in the area. He believes this is a community
concern and not just a Forest Service concern. He asked the City, Chamber and
community user groups to look at this as a community issue.

Dalton Zanetti, Flagstaff, Oak Creek Watershed Council employee, asked for more
funding for environmental education for visitors who visit the area. They have collected
over 6,000 pounds of waste near Oak Creek in the past year that was not placed in
trash receptacles.

Sedona City Council
Regular Meeting
Tuesday, June 14, 2016
4:30 p.m. Page 6
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Jean Turocy, Village of Oak Creek, Education and Outreach Coordinator for Sedona
Recycles, stated that she would like to see the Chamber and Tourism Bureau spend
funds on mitigating the environmental impact of tourists on the area. She asked that
they add some form of an environmental statement to the Chamber visitor guide. She
wanted to see fair and even investment in all area non-profits.

Pete Sanders, Jr., Sedona, stated that the Chamber benefits Sedona through
volunteerism without receiving any money from the City. A conference will take place in
the Spring of 2017 and for many years to come that focuses on brain health throughout
the life cycle. This will bring top brain researchers in the country to the area for many
years to come.

Brought back to Council at 6:15 p.m.
Comments from Council.

Motion: Councilor Martinez moved to approve Exhibit A which includes the Fiscal
Year 2017 Marketing and Product Development Plan, Performance Measures
Document, and Tourism Promotion Budget. These serve as supporting
documents to the existing contractual agreement between the Sedona Chamber
of Commerce and Tourism Bureau and the City of Sedona, for FY2017 tourism
promotion services. Seconded by Councilor Thompson. Vote: Motion carried
unanimously with seven (7) in favor and zero (0) opposed.

Break at 6:40 p.m. Reconvened at 7:00 p.m.

C. AB 2127 Public hearing/discussion/possible action regarding a resolution
approving the transfer of the City cable license to Altice S.A.

Presentation by Robert Pickels, Jr.

Questions from Council.

Opened the Public Hearing at 7:02 p.m.

No comments were heard.

Closed the Public hearing and brought back to Council at 7:02 p.m.

Motion: Councilor Williamson moved to approve Resolution 2016-21, a Resolution
of the City of Sedona, Arizona approving the change of control of the cable
television license. Seconded by Councilor Jablow. Vote: Motion carried
unanimously with seven (7) in favor and zero (0) opposed.

d. AB 2108 Discussion/possible action regarding an Ordinance revising
Chapter 12.30.160 of the Sedona City Code.

Presentation by Rachel Murdoch.

Motion: After 1°' reading, Councilor Thompson moved to approve Ordinance
2016-04, revising Chapter 12.30.160 of the Sedona City Code. Seconded by
Councilor Martinez. Vote: Motion carried unanimously with seven (7) in favor and
zero (0) opposed.

e. Reports/discussion on Council assignments

Councilor Martinez advised that Yavapai Water Advisory Council requested
approximately $2,200 from the City of Sedona for funding. A meeting was convened to

Sedona City Council
Regular Meeting
Tuesday, June 14, 2016
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explain the need for the funding to City officials. The City has agreed to fund this
amount, and it will likely be needed for four to five more years.

f. Discussion/possible action on future meeting/agenda items
Mayor Moriarty advised that there is a meeting tomorrow at 3:00 p.m.
9. Executive Session

Upon a public majority vote of the members constituting a quorum, the Council
may hold an Executive Session that is not open to the public for the following
purposes:

a. To consult with legal counsel for advice on matters listed on this agenda
per A.R.S. § 38-431.03(A)(3).

b. Return to open session. Discussion/possible action on executive session
items.

No Executive Session was held.
10. Adjournment
Mayor Moriarty adjourned the meeting at 7:08 p.m. without objection.

| certify that the above are the true and correct actions of the Regular City Council
Meeting held on June 14, 2016.

Susan L. Irvine, CMC, City Clerk Date

Sedona City Council
Regular Meeting
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Action Minutes
Special City Council Meeting
City Council Chambers, Sedona City Hall,
102 Roadrunner Drive, Sedona, Arizona
Wednesday, June 15, 2016, 3:00 p.m.

1. Call to Order/Pledge of Allegiance/Moment of Silence
Mayor Moriarty called the meeting to order at 3:00 p.m.
2. Roll Call

Roll Call: Mayor Sandy Moriarty, Vice Mayor Mark DiNunzio, Councilor Scott Jablow,
Councilor Tom Lamkin, Councilor John Martinez, Councilor Jon Thompson, Councilor
Jessica Williamson.

Staff Present: City Manager Justin Clifton, Assistant City Manager Karen Osburn, City
Attorney Robert Pickels Jr., Director of Public Works/City Engineer Andy Dickey,
Sergeant Stephanie Foley, Detective Michael Dominguez, Engineering Supervisor
Stephen Craver, Chief of Police Ron Wheeler, Deputy City Clerk JoAnne Cook.

3. Special Business

a. AB 2120 Discussion/possible direction regarding the impact to
neighborhoods from trailhead parking on City streets.

Introduction by Justin Clifton. Presentation by Justin Clifton, Andy Dickey, and Sergeant
Foley. Coconino National Forest Service Recreation Staff Officer Adam Barnett was
available to answer questions.

Questions and comments from Council.
Opened to the public at 4:24 p.m.

Kirk Landauer, Sedona, spoke about the negative impact of trailhead parking. He stated
that there used to be a no parking sign on the north side of Buena Vista. He said that he
has helped redirect tourist parking and his assistance has not been well received at
times. He stated that vehicles often drive at high speeds on the roads.

Noreen Weinges, Sedona, Shadow Estates Home Owner Association member spoke
about the negative impacts of trailhead parking in her neighborhood. She asked how the
noise ordinance is being enforced with the off road vehicles. She stated her concerns
with the possible fire hazards from cigarettes being discarded. She stated that the City
needs to designate appropriate parking lots to resolve this issue.

Craig Sigler, Sedona, spoke about the negative impacts of trailhead parking. He voiced
his concerns with early morning parking along the road due to the trailhead parking lot
being closed. He believes that the neighborhood quality of life has been negatively
impacted and that the issue is getting worse.

Del Weston, Sedona, and a member of Shadow Estates Home Owners Association. He
believes the traffic issue is getting worse and that it has become dangerous. He advised
that there are more cars parked along the streets early in the morning before the
trailhead parking lots open. He stated that there have been issues with garbage hauling
trucks not being able to access trash cans.

Sedona City Council
Special Meeting
Wednesday, June 15, 2016
3:00 p.m.
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Brought back to Council at 4:38 p.m.
Questions and comments from Council.

By majority consensus Council directed staff to consider the need to improve
parking signage, to gather more information, and to develop possible options that
will be presented to Council at a future date.

b. Discussion/possible action on Future Meeting/Agenda items- None.
4, Executive Session

Upon a public majority vote of the members constituting a quorum, the Council may
hold an Executive Session that is not open to the public for the following purposes:

a. To consult with legal counsel for advice on matters listed on this agenda
per A.R.S. 8§ 38-431.03(A)(3).

b. Return to open session. Discussion/possible action on executive session
items.

No Executive Session was held.
5. Adjournment
Mayor Moriarty adjourned the meeting at 5:15 p.m. without objection.

| certify that the above are the true and correct actions of the Special City Council
Meeting held on June 15, 2016.

JoAnne Cook, Deputy City Clerk Date
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R AB 2130

0 A/
& CITY COUNCIL June 28, 2016
4 AGENDA BILL Consent Items

Agenda Item: 3d

Proposed Action & Subject: Approval of action to authorize the City’s representative to
the Verde River Basin Partnership to cast a vote in favor of the proposed organizational
conversion from a member-governed body to a Board-governed body.

Department Legal

Time to Present N/A
Total Time for Item

Other Council Meetings  N/A

Exhibits A. Proposed Amendments to Bylaws
City Attorney | Reviewed 6/21/16 Expenditure Required
Approval | RCR $ 0

Amount Budgeted

Consider authorizing a $ 0

vote for a change in Account No. NJ/A

City Manager's governance of the

Recommendation Verde River Basin (Description)
Partnership. Finance [X]
Approval

SUMMARY STATEMENT

Background: The City of Sedona is one of the original voting member organizations of the
Verde River Basin Partnership (Partnership). Historically, the City has been represented in
the Partnership through an appointed liaison. The liaison responsibility is now limited to
voluntary and informal participation. However, the City retains voting rights in the Partnership
as of this date.

The City’s representative in the Partnership, Councilor Jon Thompson, recently received
documents indicating that a change in the governance structure was being considered for the
Partnership. The Partnership currently operates as a member-governed organization wherein
each partner-member has eligible voting rights. The proposed change is to a board-governed
organization whereby an elected board would have exclusive voting rights on behalf of the
Partnership.

The proposed change is seen by the Board of Directors as an opportunity for the Partnership

to “evolve from its present primary goal of science-based education about the workings and
limitations of our Verde River Basin water resources to an increased role in seeking and
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addressing science-based collaborative water-management solutions that will support the
long-term survival of a perennially flowing Verde River in a productive economy”.

Authorizing an affirmative vote in support of the proposed change will be consistent with
Council’s decision to have its representation in the Partnership be voluntary and informal.

Community Plan Consistent: [ |Yes -[ |No - [_|Not Applicable

Board/Commission Recommendation: [ |Applicable - [_|Not Applicable

Alternative(s):

MOTION

| move to: authorize the City's representative to the Verde River Basin Partnership to cast a
vote in favor of the proposed organizational conversion from a member-governed
body to a board-governed body.

Page 2
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Attachment 3a. Proposed Amendments to the Verde River Basin Partnership
Bylaws.

Note: This version shows edits.

ViR

PARTNERSHIP

Proposed Amendments
May 18, 2016

Organizational Bylaws

October 11, 2007

Amended June 19, 2010
Amended November 15, 2010
Amended February 19, 2013
Amended October 16,2013
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ARTICLE 1
RP A GANIZAT ST T

11 Purpose. The purpose of the Verde River Basin Partnership (“the Partnership”) as a
chantable sc1ent1ﬁc and educatlonal non- proﬁt corporatxon isto aeeemphsh—the—geals—ef

: : e-an ence-base OF-Fe OFy-pa '.topromote
the goal of a perenmally ﬂowmg Verde Rlver by ralsmg awareness among citizens and
community leaders about the workings and limitations of the Verde River Basin’s
interconnected groundwater and surface-water systems, the life they support, and
exploring and promoting water-management options that can be implemented to protect
the Verde River’s perenmal ﬂow in perpetulty Accordmgly, the activities of the Verde River
Basin Partnership as-a-ch du aln : : :
entirely are directed to: (1) promotlon of scnentlﬁc studles of the hydrology and
hydrogeology of the Verde River Basin, Arizona, in particular as they address the long-term
viability of the Verde River and its tributaries in relation to human use, riparian habitat,
wildlife, and quality of life; (2) exploration and promotion of water-management strategies
that may contribute to protecting the Verde River’s perennial flow in perpetuity; and (3)
education of the public and public officials about the scientific results and implications of
the above topics. These objectives will be accomplished through: (a) existing and new
studies and reports by governmental agencies, universities, or other contractors as
appropriate; and (b) public presentations, public forums, published articles, press releases,
or any other form of effective communication to the public and public officials that may
become available. The work will be financed as possible by grants, gifts, governmental
appropriations, and in-kind services in order to develop and explain planning and water-
management options.

ARTICLE 2

MEMBERS

2.1 Membership. Membership in the Partnership shall may consist of federal,
state, tribal, and local governments and agencies;-and economic, environmental, and
community water interests; and interested citizens in-the-VerdeRiver Basin; wheare

signateries-to-the-Gharter who support the Partnership’s activities. agreeto-operate
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under-the prineiples-efthese bylaws. [ cinherchip consiste solely ol non vating Members

Conmbutlons to the Partnershlp shall be strlctly voluntary and sub)ect to the
discretion of each Member.
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31 Advisory Council. The Verde River Basin Partnership will establish an
Advisory Council, whose membership will be appointed by the Board and include
members, stakeholders and experts whose experience is relevant to provide guidance
and input to the Partnership.

3.2 Quarterly Periodic Publie Meeting. The Partnership shall hold Quarterly

Publie Meetings periodic meetings of the Advisory Council at a time and place to be fixed
by the Board of Directors (Board). The Board shall set the agenda for the quarterly
periodic meetings and shall conduct such meetings.

3.35 Conduct of Meetings of the Advisory Council. The Chairperson of the Board
or an alternate from the Board shall preside over all meetings of the Members- Advisory
Counci]_ tan h I O n fli arith thaca R A he extentan

ﬂ l - ﬂ ]l l] B ] = l 1]] l ]]. :

346  Notice of Meetings of the Advisory Council. Notice and agenda of all
Member periodic meetings of the Advisory Council shall be given to each Member of the

Council, stating the time and place of the meeting;provided-however-thatMembers

0 s

’ ’
eive-noticeviamail-orpersena
2

......

ARTICLE 4
BOARD OF DIRECTORS

4.1 General Powers. The management, control, and operation of the affairs
and assets of the Partnership are vested in the Board of Directors, an elected
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Committee. The Board is responsible for planning, coordinating, communicating, and
managing all Partnership activities, including election of new Board Members. Once
the Board is chosen, it shall elect by a majority vote of the Board, the following
officers who shall perform the duties designated herein.

4.1.1 Chairperson. The Chairperson will have the necessary authority and
responsibility for the administration of the affairs of the Board subject only to such
Bylaws as may be adopted and such direction as may be given by the Board. The
Chairperson will advise and make recommendations to the Board relating to the
operation and long-range planning of the Partnership. The Chairperson may sign with
the Secretary or other proper officer of the Partnership authorized by the Board any
deeds, bonds, contracts or other instruments which the Board has authorized to be
executed, and shall perform all duties incident to the office of Chairperson and such
other duties as may be prescribed by the Board.

4.1.2 Vice Chairperson. The Vice Chairperson shall be authorized to perform
all duties of the Chairperson in his or her absence, unavailability or incapacity. The Vice
Chairperson shall serve as interim Chairperson in the event of resignation or removal of
the Chairperson, until a new Board Member is selected and a vote to fill the vacancy of
the Chairperson is conducted by the Board.

4.1.3 Secretary. The Secretary will sign documents of the Partnership and
Board from time to time as required, perform such duties as may be assigned by the
Chairperson, and will keep the minutes of the meetings of the Board in one or more
books provided for that purpose; see that all notices are duly given in accordance with
the provisions of these Bylaws, or as required by law; and be custodian of the Board
and Partnership records.

414 Treasurer. The Treasurer will be responsible for the custody of the
funds and securities of the Partnership which will come into the Treasurer's hands
working with any designated fiduciary agent, will advise the Board and the
Partnership respecting its financial condition and the handling of its monies and
investments, and will perform such additional duties as may be assigned to the
Treasurer by the Chairperson.

4.2 Number of and Qualifications for Board Members. The Board will consist of

no fewer than 9 persons. The number of Board Members shall be set from time to time by
resolution of the Board Members. Board Members may mustrepresent Members of the
Partnershlp or other commumty mterests whe—meet—theenteaa—set—feﬁh—m%ee&en

4.3 Term. Members of the Board shall serve two-year terms that expire at

the end of the appropnate calendar year Annual—Meeﬂag—mﬂae—year—themeeFm-e*p;;es

|mplement alternatmg year terms, the ﬁrst electlon wﬂl con51st of 50% of Members
elected to a two-year term and 50% of Members elected for a three-year term. When
vacancies among the Members of the Board occur by reason of death, resignation, failure
of qualification, or otherwise, the number shall be reduced by such vacancies until
qualified replacements are appointed. Replacement for Board positions shall be
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appointed by a two-thirds vote of Board Members. The replacement Member will serve
out the remaining term of the vacancy.

4.4 Election of Board Members. All Members of the Board shall be selected
from the slate of nominees put forward by the Nominating Committee pursuant to Section
4.5 of these Bylaws. The nominees with the greatest numbers of votes are elected.

4.5 Nomination of Board Members. The shall appointa nominating

committee of three Members—atleast—two—of—-which—shall-be Board Members.
Recommendations for nominees may be submitted by Members; Board Members, or any
other interested persons;—unless-otherwise-determined-by-the-Board-The Nominating
Committee shall select a slate of candidates based on the following criteria and any
other criteria determined by the Board fromtime to time: A demonstrated commitment

to the purpose of the organization as stated in Article 1 plus:
a) An ability to make a positive and material contribution to the operation of the
organization; and,
b) A commitment to participate actively as a director by attending meetings,
serving on committees, promoting the goals of the organization, and
participating in the activities of the organization.

4.6 Resignation, Removal, and Vacancies. A Member’s resignation from the
Board must be in writing and is effective when received by the Chair. A Board Member
may be removed by a majority vote of the other Board Members present at a meeting at
which a quorum is present if that Member has three £3} unexcused absences from
meetings of the Board in a single year. A Board Member may be removed from the Board
for any reason by a vote of two-thirds {2/3} of the other Board Members present at a
meeting at which a quorum is present. If a Board Member is removed from the Board for

any reason, the Geerdinating-Committee Board may elect a replacement to fill that vacancy
under the provisions of Section 4.3.

4.7 Regular and Special Meetings. Regular meetings of the Board shall be held
at such times and places as the Chairperson may designate. Special meetings of the Board
may be called by the Chairperson, or by at least two Board Members at such time and
place as the Chairperson or Board Members calling the meeting may specify and in
accordance with the notice requirements of these Bylaws. Notice of any meeting can be
waived in writing by any Member.

48 Quorum. A majority of the Board Members, either personally present
or attending the meeting via conference call shall constitute a quorum for the
transaction of business at any meeting of the Board, provided that if less than
majority of the Board Members are present personally or telephonically, those
Board Members present may adjourn the meeting from time to time without further
notice.

4.9 Manner of Acting. The act of the majority of the Board Members present at

a meeting at which a quorum is present shall be the act of the Board except where otherwise
provided by law or by these Bylaws.
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4.10 Compensation. Board Members will not be paid compensation for their
services as Board Members. Provided, however, this section shall not be construed to
prohibit payment of compensation to an individual who serves as a Board Member for
services rendered to the Partnership in another capacity and the Board may, from time to
time, approve reimbursement of out-of-pocket expenses incurred by any Member in the
direct pursuit of the Partnership's business.

411 Meetings by Electronic Means of Communication. Members of the
Board or any committee of the Board may conduct any regular or special meeting by use of

any electronic means of communication provided, (1) all participating Board Members may
simultaneously hear or read each other’s communications during the meeting or (2) all
communication during the meeting is immediately transmitted to each participating Board
Member and each participating Board Member is able to immediately send messages to all
other participating Board Members. Before the commencement of any business at a
meeting at which any Board Members do not participate in person, all participating Board
Members shall be informed that a meeting is taking place at which official business may be
transacted. Participation in such manner shall constitute presence in person at such
meeting for the purposes of these Bylaws.

412 Notice. Meetings must be preceded by at least ferty-eight {48} 48 hours
written notice to each Board Member if personally delivered or if given by electronic mail, or
seventy two (72) 72 hours notice if given by mail or private carrier. Written notice shall be
deemed given at the earlier of the time it is received or at the time it is deposited with
postage prepaid in the United States mail or delivered to the private carrier. Notice may be
given by electronic mail; provided, however, Board Members who cannot receive notices
electronically shall receive notice via mail or personal delivery.

4.13  Conflict of Interest. No contract or other transaction between the
Partnership and one or more of its Board Members or any other corporation, firm,
association, or entity in which one or more of the Board Members has a material financial
interest shall be entered into by the Partnership unless the fact of such relationship or
interest is disclosed or known to the Board and the Board authorizes, approves or ratifies
the contract or transaction by a majority vote or consent sufficient for the purpose. Any
Member of the Board who has the conflict of interest shall declare any conflict on the
record prior to any discussion of the agenda item and shall abstain from any vote relating
to or approving the contract or transaction.

ARTICLE 5
COMMITTEES OF THE PARTNERSHIP, UNDER THE BOARD OF DIRECTORS

5.1 Committees. The Board shall create, eliminate, manage, or administer such
committees, sub-committees, task forces, or any such other similar bodies as it see fit. The
Board shall, in its sole discretion, decide on the goals, objectives, duties, and responsibilities
of such bodies. Itis understood that the purpose of such bodies shall be to further the goals
and objectives of the Partnership.

The Board shall have the power to appoint, remove, direct, and otherwise manage the
Chairs and membership of such bodies. The Board may delegate such managerial and
administrative powers to the committee Chair as it, in its sole discretion, sees fit.

Page 19



5.2 Meetings. Committee meetings shall be noticed by way of mail, email or
similar methods at least 48 hours in advance to all Board and Committee Members. Sub-
committees, task forces, and other similar bodies shall not be required to provide such
notice unless directed to do so by the Board.

Committees shall prepare minutes for each meeting and distribute them to the
Board and Committee Members in a timely manner. Sub-committees, task forces, and
similar bodies shall not be required to prepare minutes unless directed to so by the Board.

ARTICLE 6

CONTRACTS. CHECKS. DEPOSIT. AND FUNDS

6.1 Contracts. The Board may authorize any officer or officers, agent or
agents of the Partnership in addition to the officers so authorized by these Bylaws, to
enter into any contract or execute and deliver any instrument in the name of and on
behalf of the Partnership, and such authority may be general or confined to specific
instances.

6.2 Checks, Drafts, Etc. All checks, drafts or orders for the payment of money,
notes or other evidences of indebtedness issued in the name of the Partnership will be
signed, pursuant to approval by the Board, by the Seeretary Treasurer of the Board and or
one of the following acting as a designated alternate to the Treasurer: Chairperson, ex-Vice-
Chairperson or Secretary of the Board. Partnership may enter into an agreement with
any entity willing to act as a fiduciary for the Partnership funds. The Board is authorized
to negotiate any agreement or amendments thereto with any fiduciary for the
management of any Partnership funds.

6.3 Deposits. All funds of the Partnership will be deposited from time to
time to the credit of the Partnership in such banks, trust companies or other
depesitaries depositories as the Board or the fiduciary agent may elect.

6.4 Gifts. The Board may accept on behalf of the Partnership any
contribution, gift, bequest or devise for the general purposes or for any special

purposes of the Partnershlp Aﬂy-vet-l-n-g—manbepef-%he—Pa-Fmerhm—mayeaLLfer—vete

6.5 Books and Accounts. The Partnership will keep or cause to be kept
correct and complete books and records of account and also keep minutes of the
proceedings of the Board and its committees, and the meetings of the Members. In
addition, the Partnership will cause to be filed the necessary reports, tax returns or
other documents as may be required by law on its own behalf.

6.6 Annual Audit. The Board will appoint annually an Audit Committee
consisting of at least two auditors to conduct an audit of the Partnership book of records.
Membership in the audit committee shall not include anyone with Partnership signatory
authority.

ARTICLE 7
MNIFICATION
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The Partnership shall, to the fullest extent practical, indemnify each officer of the
Partnership against reasonable expenses and against liability incurred by an officer in a
proceeding in which he/she was a party because he/she was an officer of the
Partnership. These indemnification rights shall not be deemed to exclude any other
rights to which the officer may otherwise be entitled. The Partnership shall, to the fullest
extent authorized, indemnify any employee who is not an officer of the Partnership, to the
extent the employee has been successful on the merits or otherwise in defense of a
proceeding, for all reasonable expenses incurred in the proceeding if the employee was a
party because he or she was an employee of the Partnership. The Partnership may, to the
fullest extent authorized, indemnify, reimburse, or advance expenses of Board Members,
officers, or employees.

ARTICLE 8
FISCAL YEAR

The fiscal year of the Partnership is the calendar year.

ARTICLE 9
DISSOLUTION

Upon the dissolution of the corporation, the Board shall, after paying or making
provision for the payment of all of the liabilities of the corporation, dispose of all its assets
exclusively for the purposes of the corporation in such a manner, or to such organizations
organized and operated exclusively for charitable, educational, religious or scientific
purpose as shall at the time qualify as an exempt organization or organizations under
Section 501(c)(3) of the United States Internal Revenue Code (or the corresponding
provision of any future United States Internal Revenue Laws) as the Board shall determine.
Any such assets not disposed of shall be disposed of by the Superior Court of the county in
which the principal office of the corporation is then located, exclusively for such purpose or
to such organization or organizations, as said Court shall determine, which are organized
and operated exclusively for such purpose.

ARTICLE 10
OFFICES

The Partnership shall have and continuously maintain in this state, a registered
office and registered agent whose office is identical with such registered office, and may
have other offices within or without the State of Arizona as the Board may from time to
time determine.

ARTICLE11
AMENDMENTS

These Bylaws may be amended or repealed and new Bylaws may be adopted by
a majority vote of 243 of the Veting Members present and voting at an
Annual a regular or special meeting , provided that notice of the meeting is
given in accordance with these Bylaws, stating the proposed amendment, repeal or
new Bylaws to be considered.
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" CITY COUNCIL June 28, 2016

o 5 .
AGENDA BILL Appointments

Agenda Item: 4a
Proposed Action & Subject: Discussion/possible action on appointment of a Vice
Mayor.

Department City Clerk
Time to Present N/A
Total Time for Item 15 minutes

Other Council Meetings  N/A

Exhibits None
City Attorney | Reviewed 6/21/16 Expenditure Required
Approval | RCR $ 0
Amount Budgeted
Appoint a Vice Mayor $ 0
City Manager’s | to serve until a new Account No. N/A
Recommendation | Council is seated after (Description)
the next election. Finance [X|
Approval

SUMMARY STATEMENT

Background: Mark DiNunzio resigned from his seat on City Council effective June 17, 2016.
Per our City Code Section 2.15.040.B., his seat on City Council will not be filled until the new
City Council is seated following the Fall 2016 election cycle. This is because the vacancy did
not occur more than 30 days before the nomination petition deadline. Mark also served as
the Vice Mayor for City Council, and this office needs to be filled. This will be effective until a
new Council is seated, which will likely be at the second meeting in November. At that time,
City Council will appoint a Vice Mayor for a two-year term.

City Council will nominate from the five eligible Councilors and a vote will be taken to select a
new Vice Mayor.

Community Plan Consistent: [ ]Yes - [_]No - X]Not Applicable

Board/Commission Recommendation: X]Applicable - [_]Not Applicable

Alternative(s):

MOTION
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| move to: appoint to fill the office of Vice Mayor for a term ending when the
Vice Mayor is selected following the Fall 2016 election cycle.
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& CITY COUNCIL June 28, 2016
AGENDA BILL Regular Business

Agenda Item: 8a
Proposed Action & Subject: Discussion/possible direction resulting from the
implementation of SB 1350 regarding short term vacation rentals.

Department Legal
Time to Present 15 Minutes
Total Time for Item 60 Minutes

Other Council Meetings  N/A

Exhibits A. Senate Bill 1350
City Attorney | Reviewed 6/21/16 Expenditure Required
Approval | RCR $ 0
Amount Budgeted
' . $ 0
City Manager’s (I;)i'riiliisosnacrgjnggx;ge Account No. N/A
Recommendation SB 1350, g (Description)
Finance [X
Approval

SUMMARY STATEMENT

Background: In 1995, the City of Sedona adopted its first ordinance prohibiting short term
vacation rentals in residentially zoned areas. The ordinance generally prohibited “rentals of
single-family dwellings for periods of less than 30 consecutive days.” Enforcement activity
pursuant to the general prohibition proved to be difficult in that specific actions and
responsible individuals were not identified.

In 2008, in an effort to strengthen the enforceability of the ban on short term vacation rentals,
the City adopted its current ordinance. The stated purpose of the ordinance was to safeguard
the peace, safety, and general welfare of the residents of Sedona and their visitors and
guests by eliminating noise, vandalism, overcrowding, neighborhood uncertainty, high
occupant turnover, diminution of neighborhood character and other secondary effects that
have become associated with the illegal short-term rental of single-family dwellings.

During the 2016 state legislative session, Senate Bill 1350 was introduced with the intent of
streamlining the collection and distribution of transaction privilege taxes for online booking
agencies that marketed short term vacation rental properties. As the bill progressed, an
amendment was offered by Sen. Debbie Lesko that would have the effect of prohibiting local
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government entities from enacting or maintaining local ordinances that would disallow short
term vacation rental activity within their jurisdictional boundaries.

SB 1350 was signed by the Governor on May 12, 2016 with an effective date of December
31, 2016. The referendum period will expire on August 6, 2016.

The intent of this discussion is to acknowledge the impact of SB 1350 on the Sedona short
term vacation rental ordinance; to contemplate what regulatory action may still be available to
the City; and to identify preferences that Council may have moving forward.

Important Context:

e SB 1350 renders Sedona’s ordinance prohibiting short term rental invalid

e Any new regulations must demonstrate a health, safety, and welfare issue AND must
be consistent with regulations applied to other residential uses

e SB 1350 authorizes the City to require an emergency contact for a rental property,
which could prove a valuable mechanism to track short term rental activity

e |t remains unclear if rental activity will proliferate or whether the activity will cause
negative impacts greater than those experienced with other residential uses

e SB 1350 contemplates collection of sales tax

e Itis not clear how the state will enforces sales tax collection

Community Plan Consistent: [ ]Yes - [ ]No - [_|Not Applicable

Board/Commission Recommendation: [ JApplicable - [_|Not Applicable

Alternative(s):

MOTION

| move to: for discussion and possible direction only.
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House Engrossed Senate Bill

State of Arizona

Senate

Fifty-second Legislature
Second Regular Session
2016

SENATE BILL 1350

AN ACT

AMENDING TITLE 9, CHAPTER 4, ARTICLE 8, ARIZONA REVISED STATUTES, BY ADDING
SECTION 9-500.38; AMENDING TITLE 11, CHAPTER 2, ARTICLE 4, ARIZONA REVISED
STATUTES, BY ADDING SECTION 11-269.15; AMENDING TITLE 15, CHAPTER 13, ARTICLE
2, ARTZONA REVISED STATUTES, BY ADDING SECTION 15-1650.01; AMENDING SECTIONS
42-2003, 42-5005, 42-5009, 42-5010, 42-5014 AND 42-5070, ARIZONA REVISED
STATUTES; AMENDING TITLE 42, CHAPTER 5, ARTICLE 2, ARIZONA REVISED STATUTES,
BY ADDING SECTION 42-5076; AMENDING TITLE 42, CHAPTER 6, ARTICLE 1, ARIZONA
REVISED STATUTES, BY ADDING SECTIONS 42-6009 AND 42-6013; AMENDING SECTIONS
42-12003 AND 42-12004, ARIZONA REVISED STATUTES; RELATING TO ONLINE LODGING.

(TEXT OF BILL BEGINS ON NEXT PAGE)
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S.B. 1350

Be it enacted by the Legislature of the State of Arizona:

Section 1. Title 9, chapter 4, article 8, Arizona Revised Statutes, is
amended by adding section 9-500.38, to read:

9-500.38. Limitations on_ regulation of vacation rentals and

short-term rentals: state preemption: definitions

A. A CITY OR TOWN MAY NOT PROHIBIT VACATION RENTALS OR SHORT-TERM
RENTALS.

B. A CITY OR TOWN MAY NOT RESTRICT THE USE OF OR REGULATE VACATION
RENTALS OR SHORT-TERM RENTALS BASED ON THEIR CLASSIFICATION, USE OR
OCCUPANCY. A CITY OR TOWN MAY REGULATE VACATION RENTALS OR SHORT-TERM
RENTALS FOR THE FOLLOWING PURPOSES:

1. PROTECTION OF THE PUBLIC'S HEALTH AND SAFETY, INCLUDING RULES AND
REGULATIONS RELATED TO FIRE AND BUILDING CODES, HEALTH AND SANITATION,
TRANSPORTATION OR TRAFFIC CONTROL, SOLID OR HAZARDOUS WASTE AND POLLUTION
CONTROL, AND DESIGNATION OF AN EMERGENCY POINT OF CONTACT, IF THE CITY OR
TOWN DEMONSTRATES THAT THE RULE OR REGULATION IS FOR THE PRIMARY PURPOSE OF
PROTECTING THE PUBLIC'S HEALTH AND SAFETY.

2. ADOPTING AND ENFORCING RESIDENTIAL USE AND ZONING ORDINANCES,
INCLUDING ORDINANCES RELATED TO NOISE, PROTECTION OF WELFARE, PROPERTY
MAINTENANCE AND OTHER NUISANCE ISSUES, IF THE ORDINANCE IS APPLIED IN THE
SAME MANNER AS OTHER PROPERTY CLASSIFIED UNDER SECTIONS 42-12003 AND
42-12004.

3. LIMITING OR PROHIBITING THE USE OF A VACATION RENTAL OR SHORT-TERM
RENTAL FOR THE PURPOSES OF HOUSING SEX OFFENDERS, OPERATING OR MAINTAINING A
STRUCTURED SOBER LIVING HOME, SELLING ILLEGAL DRUGS, LIQUOR CONTROL OR
PORNOGRAPHY, OBSCENITY, NUDE OR TOPLESS DANCING AND OTHER ADULT-ORIENTED
BUSINESSES.

C. THIS SECTION DOES NOT EXEMPT AN OWNER OF A RESIDENTIAL RENTAL
PROPERTY, AS DEFINED IN SECTION 33-1901, FROM MAINTAINING WITH THE ASSESSOR
OF THE COUNTY IN WHICH THE PROPERTY IS LOCATED INFORMATION REQUIRED UNDER
TITLE 33, CHAPTER 17, ARTICLE 1.

D. FOR THE PURPOSES OF THIS SECTION:

1. "TRANSIENT" HAS THE SAME MEANING PRESCRIBED IN SECTION 42-5070.

2. "VACATION RENTAL" OR "SHORT-TERM RENTAL™ MEANS ANY INDIVIDUALLY OR
COLLECTIVELY OWNED SINGLE-FAMILY OR ONE-TO-FOUR-FAMILY HOUSE OR DWELLING UNIT
OR ANY UNIT OR GROUP OF UNITS IN A CONDOMINIUM, COOPERATIVE OR TIMESHARE,
THAT IS ALSO A TRANSIENT PUBLIC LODGING ESTABLISHMENT OR OWNER-OCCUPIED
RESIDENTIAL HOME OFFERED FOR TRANSIENT USE IF THE ACCOMMODATIONS ARE NOT
CLASSIFIED FOR PROPERTY TAXATION UNDER SECTION 42-12001. VACATION RENTAL AND
SHORT-TERM RENTAL DO NOT INCLUDE A UNIT THAT IS USED FOR ANY NONRESIDENTIAL
USE, INCLUDING RETAIL, RESTAURANT, BANQUET SPACE, EVENT CENTER OR ANOTHER
SIMILAR USE.
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Sec. 2. Title 11, chapter 2, article 4, Arizona Revised Statutes, is
amended by adding section 11-269.15, to read:

11-269.15. Limitations on requlation of vacation rentals and

short-term rentals; state preemption; definitions

A. A COUNTY MAY NOT PROHIBIT VACATION RENTALS OR SHORT-TERM RENTALS.

B. A COUNTY MAY NOT RESTRICT THE USE OF OR REGULATE VACATION RENTALS
OR SHORT-TERM RENTALS BASED ON THEIR CLASSIFICATION, USE OR OCCUPANCY. A
COUNTY MAY REGULATE VACATION RENTALS OR SHORT-TERM RENTALS FOR THE FOLLOWING
PURPOSES:

1. PROTECTION OF THE PUBLIC'S HEALTH AND SAFETY, INCLUDING RULES AND
REGULATIONS RELATED TO FIRE AND BUILDING CODES, HEALTH AND SANITATION,
TRANSPORTATION OR TRAFFIC CONTROL, SOLID OR HAZARDOUS WASTE AND POLLUTION
CONTROL, AND DESIGNATION OF AN EMERGENCY POINT OF CONTACT, IF THE COUNTY
DEMONSTRATES THAT THE RULE OR REGULATION IS FOR THE PRIMARY PURPOSE OF
PROTECTING THE PUBLIC'S HEALTH AND SAFETY.

2. ADOPTING AND ENFORCING RESIDENTIAL USE AND ZONING ORDINANCES,
INCLUDING ORDINANCES RELATED TO NOISE, PROTECTION OF WELFARE, PROPERTY
MAINTENANCE AND OTHER NUISANCE ISSUES, IF THE ORDINANCE IS APPLIED IN THE
SAME MANNER AS OTHER PROPERTY CLASSIFIED UNDER SECTIONS 42-12003 AND
42-12004.

3. LIMITING OR PROHIBITING THE USE OF A VACATION RENTAL OR SHORT-TERM
RENTAL FOR THE PURPOSES OF HOUSING SEX OFFENDERS, OPERATING OR MAINTAINING A
STRUCTURED SOBER LIVING HOME, SELLING ILLEGAL DRUGS, LIQUOR CONTROL OR
PORNOGRAPHY, OBSCENITY, NUDE OR TOPLESS DANCING AND OTHER ADULT-ORIENTED
BUSTINESSES.

C. THIS SECTION DOES NOT EXEMPT AN OWNER OF A RESIDENTIAL RENTAL
PROPERTY, AS DEFINED IN SECTION 33-1901, FROM MAINTAINING WITH THE ASSESSOR
OF THE COUNTY IN WHICH THE PROPERTY IS LOCATED INFORMATION REQUIRED UNDER
TITLE 33, CHAPTER 17, ARTICLE 1.

D. FOR THE PURPOSES OF THIS SECTION:

1. "TRANSIENT" HAS THE SAME MEANING PRESCRIBED IN SECTION 42-5070.

2. "VACATION RENTAL"™ OR "SHORT-TERM RENTAL"™ MEANS ANY INDIVIDUALLY OR
COLLECTIVELY OWNED SINGLE-FAMILY OR ONE-TO-FOUR-FAMILY HOUSE OR DWELLING UNIT
OR ANY UNIT OR GROUP OF UNITS IN A CONDOMINIUM, COOPERATIVE OR TIMESHARE,
THAT IS ALSO A TRANSIENT PUBLIC LODGING ESTABLISHMENT OR OWNER-OCCUPIED
RESIDENTIAL HOME OFFERED FOR TRANSIENT USE IF THE ACCOMMODATIONS ARE NOT
CLASSIFIED FOR PROPERTY TAXATION UNDER SECTION 42-12001. VACATION RENTAL AND
SHORT-TERM RENTAL DO NOT INCLUDE A UNIT THAT IS USED FOR ANY NONRESIDENTIAL
USE, INCLUDING RETAIL, RESTAURANT, BANQUET SPACE, EVENT CENTER OR ANOTHER
SIMILAR USE.

Sec. 3. Title 15, chapter 13, article 2, Arizona Revised Statutes, is
amended by adding section 15-1650.01, to read:

15-1650.01. Hospitality studies scholarship fund

A. THE HOSPITALITY STUDIES SCHOLARSHIP FUND IS ESTABLISHED CONSISTING
OF REVENUES AVAILABLE TO THE FUND FROM ANY LAWFUL SOURCE. THE ARIZONA BOARD

-2 -
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OF REGENTS SHALL ADMINISTER THE FUND AND MAY PARTNER WITH ANY STATEWIDE
LODGING AND TOURISM ASSOCIATION THAT PROVIDES MATCHING MONIES 1IN
ADMINISTERING THE FUND. MONIES IN THE FUND ARE SUBJECT TO LEGISLATIVE
APPROPRIATION FOR THE PURPOSES OF THIS SECTION AND ARE EXEMPT FROM THE
PROVISIONS OF SECTION 35-190 RELATING TO LAPSING OF APPROPRIATIONS.

B. THE BOARD SHALL USE THE MONIES IN THE FUND TO PROVIDE SCHOLARSHIPS
AND OTHER FINANCIAL ASSISTANCE TO STUDENTS ENTERING INTO OR ENROLLED IN A
HOSPITALITY STUDIES PROGRAM AT ANY UNIVERSITY UNDER THE JURISDICTION OF THE
BOARD. THE FINANCIAL ASSISTANCE SHALL BE USED TO DEFRAY EDUCATIONAL
EXPENSES, INCLUDING ROOM AND BOARD. IF A RECIPIENT WITHDRAWS FROM SCHOOL OR
FROM THE HOSPITALITY STUDIES PROGRAM BEFORE RECEIVING A DEGREE, THE RECIPIENT
MUST REPAY ALL SCHOLARSHIP MONIES PREVIOUSLY AWARDED TO THE RECIPIENT. IF
THE RECIPIENT IS DISMISSED FROM THE UNIVERSITY, THE BOARD SHALL NEGOTIATE AN
APPROPRIATE REPAYMENT SCHEDULE PLUS EIGHT PERCENT SIMPLE INTEREST.

C. FOR THE PURPOSES OF THIS SECTION, "HOSPITALITY STUDIES PROGRAM™
MEANS ANY UNDERGRADUATE OR GRADUATE ACADEMIC STUDIES PROGRAM RELATING TO
OPERATION OR MANAGEMENT OF HOTELS, MOTELS OR OTHER FACILITIES FOR TRANSIENT
LODGING AS DESCRIBED IN SECTION 42-5070, SUBSECTION A OR RESTAURANTS AS
DESCRIBED IN SECTION 42-5074.

Sec. 4. Section 42-2003, Arizona Revised Statutes, is amended to read:

42-2003. Authorized disclosure of confidential information

A. Confidential information relating to:

1. A taxpayer may be disclosed to the taxpayer, its successor in
interest or a designee of the taxpayer who is authorized in writing by the
taxpayer. A principal corporate officer of a parent corporation may execute
a written authorization for a controlled subsidiary.

2. A corporate taxpayer may be disclosed to any principal officer, any
person designated by a principal officer or any person designated in a
resolution by the corporate board of directors or other similar governing
body.

3. A partnership may be disclosed to any partner of the partnership.
This exception does not include disclosure of confidential information of a
particular partner unless otherwise authorized.

4. An estate may be disclosed to the personal representative of the
estate and to any heir, next of kin or beneficiary under the will of the
decedent if the department finds that the heir, next of kin or beneficiary
has a material interest whieh THAT will be affected by the confidential
information.

5. A trust may be disclosed to the trustee or trustees, jointly or
separately, and to the grantor or any beneficiary of the trust if the
department finds that the grantor or beneficiary has a material interest that
will be affected by the confidential information.

6. Any taxpayer may be disclosed if the taxpayer has waived any rights
to confidentiality either in writing or on the record in any administrative
or judicial proceeding.

Page 30



WO NOOYT B WMN =

S.B. 1350

7. The name and taxpayer identification numbers of persons issued
direct payment permits may be publiciy disclosed.

B. Confidential information may be disclosed to:

1. Any employee of the department whose official duties involve tax
administration.

2. The office of the attorney general solely for 1its use in
preparation for, or in an investigation that may result in, any proceeding
involving tax administration before the department or any other agency or
board of this state, or before any grand jury or any state or federal court.

3. The department of Tiquor licenses and control for its use in
determining whether a spirituous liquor Ticensee has paid all transaction
privilege taxes and affiliated excise taxes incurred as a result of the sale
of spirituous 1liquor, as defined in section 4-101, at the 1licensed
establishment and imposed on the licensed establishments by this state and
its political subdivisions.

4., Qther state tax officials whose official duties require the
disclosure for proper tax administration purposes if the information is
sought in connection with an investigation or any other proceeding conducted
by the official. Any disclosure is limited to information of a taxpayer who
is being investigated or who is a party to a proceeding conducted by the
official.

5. The following agencies, officials and organizations, if they grant
substantially similar privileges to the department for the type of
information being sought, pursuant to statute and a written agreement between
the department and the foreign country, agency, state, Indian tribe or
organization:

(a) The United States internal revenue service, alcohol and tobacco
tax and trade bureau of the United States treasury, United States bureau of
alcohol, tobacco, firearms and explosives of the United States department of
justice, United States drug enforcement agency and federal bureau of
investigation.

(b) A state tax official of another state.

(c) An organization of states, federation of tax administrators or
multistate tax commission that operates an information exchange for tax
administration purposes.

(d) An agency, official or organization of a foreign country with
responsibilities that are comparable to those listed in subdivision (a), (b)
or (c) of this paragraph.

(e) An agency, official or organization of an Indian tribal government
with responsibilities comparable to the responsibilities of the agencies,
officials or organizations identified in subdivision (a), (b) or (c) of this
paragraph.

6. The auditor general, in connection with any audit of the department
subject to the restrictions in section 42-2002, subsection D.
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7. Any person to the extent necessary for effective tax administration
in connection with:

(a) The processing, storage, transmission, destruction and
reproduction of the information.

(b) The programming, maintenance, repair, testing and procurement of
equipment for purposes of tax administration.

(c) The collection of the taxpayer's civil liability.

8. The office of administrative hearings relating to taxes
administered by the department pursuant to section 42-1101, but the
department shall not disclose any confidential information:

(a) Regarding income tax or withholding tax.

(b) On any tax issue relating to information associated with the
reporting of income tax or withholding tax.

9. The United States treasury inspector general for tax administration
for the purpose of reporting a violation of internal revenue code section
7213A (26 United States Code section 7213A), unauthorized inspection of
returns or return information.

10. The financial management service of the United States treasury
department for use in the treasury offset program.

11. The United States treasury department or its authorized agent for
use in the state income tax levy program and in the electronic federal tax
payment system.

12. The Arizona commerce authority for its use in:

(a) Qualifying renewable energy operations for the tax incentives
under sections 42-12006, 43-1083.01 and 43-1164.01.

(b) Qualifying businesses with a qualified facility for income tax
credits under sections 43-1083.03 and 43-1164.04.

(c) Fulfilling its annual reporting responsibility pursuant to section
41-1511, subsections U and V and section 41-1512, subsections U and V.

(d) Certifying computer data centers for tax relief under section
41-1519.

13. A prosecutor for purposes of section 32-1164, subsection C.

14. The state fire marshal for use in determining compliance with and
enforcing title 41, chapter 16, article 3.1.

15. The department of transportation for its use in administering
taxes, surcharges and penalties prescribed by title 28.

16. The Arizona health care cost containment system administration for
its use in administering nursing facility provider assessments.

C. Confidential information may be disclosed in any state or federal
judicial or administrative proceeding pertaining to tax administration
pursuant to the following conditions:

1. One or more of the following circumstances must apply:

(a) The taxpayer is a party to the proceeding.

(b) The proceeding arose out of, or in connection with, determining
the taxpayer's civil or criminal 1iability, or the collection of the

- 5 -
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taxpayer's civil 1iability, with respect to any tax imposed under this title
or title 43.

(c) The treatment of an item reflected on the taxpayer's return is
directly related to the resolution of an issue in the proceeding.

(d) Return information directly relates to a transactional
relationship between a person who is a party to the proceeding and the
taxpayer and directly affects the resolution of an issue in the proceeding.

2. Confidential information may not be disclosed under this subsection
if the disclosure is prohibited by section 42-2002, subsection C or D.

D. Identity information may be disclosed for purposes of notifying
persons entitled to tax refunds if the department is unable to locate the
persons after reasonable effort.

E. The department, on the request of any person, shall provide the
names and addresses of bingo Ticensees as defined in section 5-401, verify
whether or not a person has a privilege license and number, a tobacco product
distributor's license and number or a withholding license and number or
disclose the information to be posted on the department’'s website or
otherwise publicly accessibie pursuant to section 42-1124, subsection F and
section 42-3401.

F. A department employee, in connection with the official duties
relating to any audit, collection activity or «civil or criminal
investigation, may disclose return information to the extent that disclosure
is necessary to obtain information that 1is not otherwise reasonably
available. These official duties include the correct determination of and
liability for tax, the amount to be collected or the enforcement of other
state tax revenue laws.

G. If an organization is exempt from this state's income tax as
provided in section 43-1201 for any taxable year, the name and address of the
organization and the application filed by the organization on which the
department made its determination for exemption together with any papers
submitted in support of the application and any Tetter or document issued by
the department concerning the application are open to public inspection.

H. Confidential information relating to transaction privilege tax, use
tax, severance tax, jet fuel excise and use tax and any other tax collected
by the department on behalf of any jurisdiction may be disclosed to any
county, city or town tax official if the information relates to a taxpayer
who is or may be taxable by a county, city or town or who may be subject to
audit by the department pursuant to section 42-6002. Any taxpayer
information released by the department to the county, city or town:

1. May only be used for internal purposes, including audits.

2. May not be disclosed to the public in any manner that does not
comply with confidentiality standards established by the department. The
county, city or town shall agree in writing with the department that any
release of confidential information that violates the confidentiality
standards adopted by the department will result in the immediate suspension
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of any rights of the county, city or town to receive taxpayer information
under this subsection.

I. The department may disclose statistical information gathered from
confidential information if it does not disclose confidential information
attributable to any one taxpayer. The department may disclose statistical
information gathered from confidential information, even if it discloses
confidential information attributable to a taxpayer, to:

1. The state treasurer in order to comply with the requirements of
section 42-5029, subsection A, paragraph 3.

2. The joint legislative income tax credit review committee, the joint
Jegislative budget committee staff and the legislative staff in order to
comply with the requirements of section 43-221.

J. The department may disclose the aggregate amounts of any tax
credit, tax deduction or tax exemption enacted after January 1, 1994.
Information subject to disclosure under this subsection shall not be
disclosed if a taxpayer demonstrates to the department that such information
would give an unfair advantage to competitors.

K. Except as provided in section 42-2002, subsection C, confidential
information, described in section 42-2001, paragraph 1, subdivision (a), item
(ii), may be disclosed to law enforcement agencies for law enforcement
purposes.

L. The department may provide transaction privilege tax 1license
information to property tax officials in a county for the purpose of
identification and verification of the tax status of commercial property.

M. The department may provide transaction privilege tax, luxury tax,
use tax, property tax and severance tax information to the ombudsman-citizens
aide pursuant to title 41, chapter 8, article 5.

N. Except as provided in section 42-2002, subsection D, a court may
order the department to disclose confidential information pertaining to a
party to an action. An order shall be made only upon ON a showing of good
cause and that the party seeking the information has made demand u#pen ON the
taxpayer for the information.

0. This section does not prohibit the disclosure by the department of
any information or documents submitted to the department by a bingo licensee.
Before disclosing the information the department shall obtain the name and
address of the person requesting the information.

P. If the department is required or permitted to disclose confidential
information, it may charge the person or agency requesting the information
for the reasonable cost of its services.

Q. Except as provided in section 42-2002, subsection D, the department
of revenue shall release confidential information as requested by the
department of economic security pursuant to section 42-1122 or 46-291.
Information disclosed under this subsection is limited to the same type of
information that the United States internal revenue service is authorized to
disclose under section 6103(1)(6) of the internal revenue code.
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R. Except as provided in section 42-2002, subsection D, the department
of revenue shall release confidential information as requested by the courts
and clerks of the court pursuant to section 42-1122.

S. To comply with the requirements of section 42-5031, the department
may disclose to the state treasurer, to the county stadium district board of
directors and to any city or town tax official that is part of the county
stadium district confidential information attributable to a taxpayer's
business activity conducted in the county stadium district.

T. The department shall release to the attorney general confidential
information as requested by the attorney general for purposes of determining
compliance with or enforcing any of the following:

1. Any public health control law relating to tobacco sales as provided
under title 36, chapter 6, article 14.

2. Any law relating to reduced cigarette ignition propensity standards
as provided under title 41, chapter 16, article 3.1.

3. Sections 44-7101 and 44-7111, the master settlement agreement
referred to in those sections and all agreements regarding disputes under the
master settlement agreement.

U. For proceedings before the department, the office of administrative
hearings, the board of tax appeals or any state or federal court involving
penalties that were assessed against a return preparer, an electronic return
preparer or a payroll service company pursuant to section 42-1103.02,
42-1125.01 or 43-419, confidential information may be disclosed only before
the judge or administrative law Jjudge adjudicating the proceeding, the
parties to the proceeding and the parties' representatives in the proceeding
prior to its introduction into evidence in the proceeding. The confidential
information may be introduced as evidence in the proceeding only if the
taxpayer's name, the names of any dependents Tisted on the return, all social
security numbers, the taxpayer's address, the taxpayer's signature and any
attachments containing any of the foregoing information are redacted and if
either:

1. The treatment of an item reflected on such return is or may be
related to the resolution of an issue in the proceeding.

2. Such A return or THE return information relates or may relate to a
transactional relationship between a person who is a party to the proceeding
and the taxpayer whieh THAT directly affects the resolution of an issue in
the proceeding.

3. The method of payment of the taxpayer's withholding tax liability
or the method of filing the taxpayer's withholding tax return is an issue for
the period.

V. The department and attorney general may share the information
specified in subsection T of this section with any of the following:

1. Federal, state or local agencies for the purposes of enforcement of
corresponding laws of other states.
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2. A court, arbitrator, data clearinghouse or similar entity for the
purpose of assessing compliance with or making calculations required by the
master settlement agreement or agreements regarding disputes under the master
settlement agreement, and with counsel for the parties or expert witnesses in
any such proceeding, if the information otherwise remains confidential.

W. The department may provide the name and address of qualifying
hospitals and qualifying health care organizations, as defined in section
42-5001, to a business classified and reporting transaction privilege tax
under the utilities classification.

X. The department may disclose to an official of any city, town or
county in a current agreement or considering a prospective agreement with the
department as described in section 42-5032.02, subsection F any information
relating to amounts subject to distribution required by section 42-5032.02.
Information disclosed by the department under this subsection:

1. May only be used by the city, town or county for internal purposes.

2. May not be disclosed to the public in any manner that does not
comply with confidentiality standards established by the department. The
city, town or county must agree with the department in writing that any
release of confidential information that violates the confidentiality
standards will result in the immediate suspension of any rights of the city,
town or county to receive information under this subsection.

Y. NOTWITHSTANDING ANY OTHER PROVISION OF THIS SECTION, THE DEPARTMENT
MAY NOT DISCLOSE INFORMATION PROVIDED BY AN ONLINE LODGING MARKETPLACE, AS
DEFINED IN SECTION 42-5076, WITHOUT THE WRITTEN CONSENT OF THE ONLINE LODGING
MARKETPLACE, AND THE INFORMATION MAY BE DISCLOSED ONLY PURSUANT TO SUBSECTION
A, PARAGRAPHS 1 THROUGH 6, SUBSECTION B, PARAGRAPHS 1, 2, 7 AND 8 AND
SUBSECTIONS C AND D OF THIS SECTION. SUCH INFORMATION:

1. IS NOT SUBJECT TO DISCLOSURE PURSUANT TO TITLE 39, RELATING TO
PUBLIC RECORDS.

2. MAY NOT BE DISCLOSED TO ANY AGENCY OF THIS STATE OR OF ANY COUNTY,
CITY, TOWN OR OTHER POLITICAL SUBDIVISION OF THIS STATE.

Sec. 5. Section 42-5005, Arizona Revised Statutes, is amended to read:

42-5005. Transaction privilege tax and municipal privilege tax

licenses: fees: renewal: revocation; violation:
classification

A. Every person who receives gross proceeds of sales or gross income
on which a transaction privilege tax is imposed by this article and who
desires to engage or continue in business shall apply to the department for
an annual transaction privilege tax license accompanied by a fee of twelve
dollars. A person shall not engage or continue in business until the person
has obtained a transaction privilege tax license.

B. A person desiring to engage or continue in business within a city
or town that imposes a municipal privilege tax shall apply to the department
of revenue for an annual municipal privilege tax 1icense accompanied by a fee
of up to fifty dollars, as established by ordinance of the city or town. The
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person shall submit the fee with each new license application. The person
may not engage or continue in business until the person has obtained a
municipal privilege tax license. The department must collect, hold, pay and
manage the fees in trust for the city or town and may not use the monies for
any other purposes.

C. A transaction privilege tax license is valid only for the calendar
year in which it is issued, but it may be renewed for the foliowing calendar
year. There is no fee for the renewal of the transaction privilege tax
license. The transaction privilege tax license must be renewed at the same
time and in the manner as the municipal privilege tax license renewal.

D. A municipal privilege tax license is valid only for the calendar
year in which it is issued, but it may be renewed for the following calendar
year by the payment of a license renewal fee of up to fifty dollars. The
renewal fee is due and payable on January 1 and is considered delinquent if
not received on or before the last business day of January. The department
must collect, hold, pay and manage the fees in trust for the city or town and
may not use the monies for any other purposes.

E. A licensee that remains in business after the municipal privilege
tax license has expired is subject to the payment of the license renewal fee
and the civil penalty prescribed in section 42-1125, subsection R.

F. If the applicant is not in arrears in payment of any tax imposed by
this article, the department shall issue a license authorizing the applicant
to engage and continue in business on the condition that the applicant
complies with this article. The license number shall be continuous.

G. The transaction privilege tax 1icense and the municipal privilege
tax license are not transferable on a complete change of ownership or change
of location of the business. For the purposes of this subsection:

1. "Location™ means the business address appearing in the application
for the Ticense and on the transaction privilege tax or municipal privilege
tax license.

2. "Ownership" means any right, title or interest in the business.

3. "Transferable™ means the ability to convey or change the right or
privilege to engage or continue in business by virtue of the issuance of the
transaction privilege tax or municipal privilege tax license.

H. When the ownership or location of a business on which a transaction
privilege tax or municipal privilege tax is imposed has been changed within
the meaning of subsection G of this section, the Ticensee shall surrender the
license to the department. The license shall be reissued to the new owners
or for the new location on application by the taxpayer and payment of the
twelve-dollar fee for a transaction privilege tax license and a fee of up to
fifty dollars per jurisdiction for a municipal privilege tax Ticense. The
department must collect, hold, pay and manage the fees in trust for the city
or town and may not use the monies for any other purposes.

I. A person who is engaged in or conducting a business in two or more
locations or under two or more business names shall procure a transaction
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privilege tax 1license for each location or business name regardless of
whether all locations or business names are reported on a consolidated return
under a single transaction privilege tax license number. This requirement
shall not be construed as conflicting with section 42-5020.

J. A person who is engaged in or conducting a business in two or more
locations or under two or more business names shall procure a municipal
privilege tax license for each location or business name regardless of
whether all locations or business names are reported on a consolidated
return.

K. A person who is engaged in or conducting business at two or more
locatijons or under two or more business names and who files a consolidated
return under a single transaction privilege tax license number as provided by
section 42-5020 is required to pay only a single municipal privilege tax
1icense renewal fee for each local jurisdiction pursuant to subsection D of
this section. A person who is engaged in or conducting business at two or
more locations or under two or more business names and who does not file a
consolidated return under a single license number is required to pay a
license renewal fee for each location or license in a local jurisdiction.

L. FOR THE PURPOSES OF THIS CHAPTER AND CHAPTER 6 OF THIS TITLE, AN
ONLINE LODGING MARKETPLACE, AS DEFINED IN SECTION 42-5076, MAY REGISTER WITH
THE DEPARTMENT FOR A LICENSE FOR THE PAYMENT OF TAXES LEVIED BY THIS STATE
AND ONE OR MORE COUNTIES, CITIES, TOWNS OR SPECIAL TAXING DISTRICTS, AT THE
ELECTION OF THE ONLINE LODGING MARKETPLACE, FOR TAXES DUE FROM AN ONLINE
LODGING OPERATOR ON ANY ONLINE LODGING TRANSACTION FACILITATED BY THE ONLINE
LODGING MARKETPLACE, SUBJECT TO SECTIONS 42-5076 AND 42-6009.

M. FOR THE PURPOSES OF THIS CHAPTER AND CHAPTER 6 OF THIS TITLE, A
PERSON WHO IS LICENSED PURSUANT T0 TITLE 32, CHAPTER 20 AND WHO FILES AN
ELECTRONIC CONSOLIDATED TAX RETURN FOR INDIVIDUAL REAL PROPERTIES UNDER
MANAGEMENT ON BEHALF OF THE PROPERTY OWNERS MAY BE LICENSED WITH THE
DEPARTMENT FOR THE PAYMENT OF TAXES LEVIED BY THIS STATE AND BY ANY COUNTY,
CITY OR TOWN WITH RESPECT TO THOSE PROPERTIES.

+ N. If a person violates this article or any rule adopted under
this article, the department upon hearing may revoke any transaction
privilege tax or municipal privilege tax license issued to the person. The
department shall provide ten days' written notice of the hearing, stating the
time and place and requiring the person to appear and show cause why the
license or licenses should not be revoked. The department shall provide
written notice to the person of the revocation of the license. The notices
may be served personally or by mail pursuant to section 42-5037. After
revocation, the department shall not issue a new license to the person unless
the person presents evidence satisfactory to the department that the person
will comply with this article and with the rules adopted under this article.
The department may prescribe the terms under which a revoked Ticense may be
reissued.
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M- 0. A person who violates any provision of this section is guilty
of a class 3 misdemeanor.

Sec. 6. Section 42-5009, Arizona Revised Statutes, is amended to read:

42-5009. Certificates establishing deductions; 1liability for

making_false certificate

A. A person who conducts any business classified under article 2 of
this chapter may establish entitlement to the allowable deductions from the
tax base of that business by both:

1. Marking the invoice for the transaction to indicate that the gross
proceeds of sales or gross income derived from the transaction was deducted
from the tax base.

2. Obtaining a certificate executed by the purchaser indicating the
name and address of the purchaser, the precise nature of the business of the
purchaser, the purpose for which the purchase was made, the necessary facts
to establish the appropriate deduction and the tax license number of the
purchaser to the extent the deduction depends on the purchaser conducting
business classified under article 2 of this chapter and a certification that
the person executing the certificate is authorized to do so on behalf of the
purchaser. The certificate may be disregarded if the seller has reason to
believe that the information contained in the certificate is not accurate or
complete.

B. A person who does not comply with subsection A of this section may
establish entitlement to the deduction by presenting facts necessary to
support the entitlement, but the burden of proof is on that person.

C. The department may prescribe a form for the certificate described
in subsection A of this section. Under such rules as it may prescribe, the
department may also describe transactions with respect to which a person is
not entitled to rely solely on the information contained in the certificate
provided for in subsection A of this section but must instead obtain such
additional information as required by the rules in order to be entitled to
the deduction.

D. If a seller is entitled to a deduction by complying with subsection
A of this section, the department may require the purchaser that caused the
execution of the certificate to establish the accuracy and completeness of
the information required to be contained in the certificate that would
entitle the seller to the deduction. If the purchaser cannot establish the
accuracy and completeness of the information, the purchaser is liable in an
amount equal to any tax, penalty and interest that the seller would have been
required to pay under this article if the seller had not complied with
subsection A of this section. Payment of the amount under this subsection
exempts the purchaser from liability for any tax imposed under article 4 of
this chapter. The amount shall be treated as tax revenues collected from the
seller in order to designate the distribution base for purposes of section
42-5029.
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E. If a seller is entitled to a deduction by complying with subsection
B of this section, the department may require the purchaser to establish the
accuracy and completeness of the information provided to the seller that
entitled the seller to the deduction. If the purchaser cannot establish the
accuracy and completeness of the information, the purchaser is liable in an
amount equal to any tax, penalty and interest that the seller would have been
required to pay under this article if the seller had not complied with
subsection B of this section. Payment of the amount under this subsection
exempts the purchaser from liability for any tax imposed under article 4 of
this chapter. The amount shall be treated as tax revenues collected from the
seller in order to designate the distribution base for purposes of section
42-5029.

F. The department may prescribe a form for a certificate used to
establish entitlement to the deductions described in section 42-5061,
subsection A, paragraph 46 and section 42-5063, subsection B, paragraph 3.
Under rules the department may prescribe, the department may also require
additional information for the seller to be entitled to the deduction. If a
seller is entitled to the deductions described in section 42-5061, subsection
A, paragraph 46 and section 42-5063, subsection B, paragraph 3, the
department may require the purchaser who executed the certificate to
establish the accuracy and completeness of the information contained in the
certificate that would entitle the seller to the deduction. If the purchaser
cannot establish the accuracy and completeness of the information, the
purchaser is liable in an amount equal to any tax, penalty and interest that
the seller would have been required to pay under this article. Payment of
the amount under this subsection exempts the purchaser from liability for any
tax imposed under article 4 of this chapter. The amount shall be treated as
tax revenues collected from the seller in order to designate the distribution
base for purposes of section 42-5029.

G. If a seller claims a deduction under section 42-5061, subsection A,
paragraph 25 and establishes entitlement to the deduction with an exemption
letter that the purchaser received from the department and the exemption
letter was based on a contingent event, the department may require the
purchaser that received the exemption letter to establish the satisfaction of
the contingent event within a reasonable time. If the purchaser cannot
establish the satisfaction of the event, the purchaser is 1iable in an amount
equal to any tax, penalty and interest that the seller would have been
required to pay under this article if the seller had not been furnished the
exemption letter. Payment of the amount under this subsection exempts the
purchaser from Tiability for any tax imposed under article 4 of this chapter.
The amount shall be treated as tax revenues collected from the seller in
order to designate the distribution base for purposes of section 42-5029.
For the purposes of this subsection, "reasonable time” means a time
limitation that the department determines and that does not exceed the time
limitations pursuant to section 42-1104.
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H. The department shall prescribe forms for certificates used to
establish the satisfaction of the criteria necessary to qualify the sale of a
motor vehicle for the deductions described in section 42-5061, subsection A,
paragraph 14, paragraph 28, subdivision (a) and paragraph 44 and subsection
U. Except as provided in subsection J of this section, to establish
entitlement to these deductions, a motor vehicle dealer shall retain:

1. A valid certificate as prescribed by this subsection completed by
the purchaser and obtained prior to the issuance of the nonresident
registration permit authorized by section 28-2154.

2. A copy of the nonresident registration permit authorized by section
28-2154.

3. A legible copy of a current valid driver license issued to the
purchaser by another state or foreign country that indicates an address
outside of this state. For the sale of a motor vehiclie to a nonresident
entity, the entity's representative must have a current valid driver Ticense
issued by the same jurisdiction as that in which the entity is located.

4. For the purposes of the deduction provided by section 42-5061,
subsection A, paragraph 14, a certificate documenting the delivery of the
motor vehicle to an out-of-state location.

I. Notwithstanding subsection A, paragraph 2 of this section, if a
motor vehicle dealer has established entitlement to a deduction by complying
with subsection H of this section, the department may require the purchaser
who executed the certificate to establish the accuracy and completeness of
the information contained in the certificate that entitled the motor vehicle
dealer to the deduction. 1If the purchaser cannot establish the accuracy and
completeness of the information, the purchaser is liable in an amount equal
to any tax, penalty and interest that the motor vehicle dealer would have
been required to pay under this article and under articles IV and V of the
model city tax code as defined in section 42-6051. Payment of the amount
under this subsection exempts the purchaser from 1iability for any tax
imposed under article 4 of this chapter and any tax imposed under article VI
of the model city tax code as defined in section 42-6051. The amount shall
be treated as tax revenues collected from the motor vehicle dealer in order
to designate the distribution base for purposes of section 42-5029.

J. To establish entitlement to the deduction described in section
42-5061, subsection A, paragraph 44, a public consignment auction dealer as
defined in section 28-4301 shall submit the valid certificate prescribed by
subsection H of this section to the department and retain a copy for its
records.

K. Notwithstanding any other Taw, compliance with subsection H of this
section by a motor vehicle dealer entitles the motor vehicle dealer to the
exemption provided in section 42-6004, subsection A, paragraph 4.

L. The department shall prescribe a form for a certificate to be used
by a person that is not subject to tax under section 42-5075 when the person
is engaged by a contractor that is subject to tax under section 42-5075 for a
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project that is taxable under section 42-5075. The certificate permits the
person purchasing tangible personal property to be incorporated or fabricated
by the person into any real property, structure, project, development or
improvement to provide documentation to a retailer that the sale of tangible
personal property qualifies for the deduction under section 42-5061,
subsection A, paragraph 27, subdivision (b). A prime contractor shall obtain
the certificate from the department and shall provide a copy to any such
person working on the project. The prime contractor shall obtain a new
certificate for each project to which this subsection applies. For the
purposes of this subsection, the following apply:

1. The person that is not subject to tax under section 42-5075 may use
the certificate issued pursuant to this subsection only with respect to
tangible personal property that will be incorporated into a project for which
the gross receipts are subject to tax under section 42-5075.

2. The department shall issue the certificate to the prime contractor
on receiving sufficient documentation to establish that the prime contractor
meets the requirements of this subsection.

3. If any person uses the certificate provided under this subsection
to purchase tangible personal property to be used in a project that is not
subject to tax under section 42-5075, the person is 1liable in an amount equal
to any tax, penalty and interest that the seller would have been required to
pay under this article if the seller had not complied with subsection A of
this section. Payment of the amount under this section exempts the person
from 1iability for any tax imposed under article 4 of this chapter. The
amount shall be sourced under section 42-5040, subsection A, paragraph 2.

M. Notwithstanding any other law, compliance with subsection L of this
section by a person that is not subject to tax under section 42-5075 entitles
the person to the exemption allowed by section 465, subsection (k) of the
model city tax code when purchasing tangible personal property to be
incorporated or fabricated by the person into any real property, structure,
project, development or improvement.

N. NOTWITHSTANDING ANY OTHER LAW, AN ONLINE LODGING OPERATOR, AS
DEFINED IN SECTION 42-5076, SHALL BE ENTITLED TO AN EXCLUSION FROM ANY
APPLICABLE TAXES FOR ANY ONLINE LODGING TRANSACTION, AS DEFINED IN SECTION
42-5076, FACILITATED BY AN ONLINE LODGING MARKETPLACE, AS DEFINED IN SECTION
42-5076, FOR WHICH THE ONLINE LODGING OPERATOR HAS OBTAINED FROM THE ONLINE
LODGING MARKETPLACE WRITTEN NOTICE THAT THE ONLINE LODGING MARKETPLACE IS
REGISTERED WITH THE DEPARTMENT TO COLLECT APPLICABLE TAXES FOR ALL ONLINE
LODGING TRANSACTIONS FACILITATED BY THE ONLINE LODGING MARKETPLACE, AND
TRANSACTION HISTORY DOCUMENTING TAX COLLECTED BY THE ONLINE LODGING
MARKETPLACE, PURSUANT TO SECTION 42-5005, SUBSECTION L.

Sec. 7. Section 42-5010, Arizona Revised Statutes, is amended to read:

42-5010. Rates: distribution base

A. The tax imposed by this article is levied and shall be collected at
the following rates:

_15..
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1. Five percent of the tax base as computed for the business of every
person engaging or continuing in this state in the following business
classifications described in article 2 of this chapter:

(a) Transporting classification.

(b) Utilities classification.

(c) Telecommunications classification.

(d) Pipeline classification.

(e) Private car line classification.

(f) Publication classification.

(g) Job printing classification.

(h) Prime contracting classification.

(i) Amusement classification.

(j) Restaurant classification.

(k) Personal property rental classification.

(1) Retail classification and amounts equal to retail transaction
privilege tax due pursuant to section 42-5008.01.

2. Five and one-half percent of the tax base as computed for the
business of every person engaging or continuing in this state in:

(a) The transient lodging classification described in section 42-5070.

(b) THE ONLINE LODGING MARKETPLACE CLASSIFICATION DESCRIBED IN SECTION
42-5076 WHO HAS ENTERED INTO AN AGREEMENT WITH THE DEPARTMENT TO REGISTER
FOR, OR HAS OTHERWISE OBTAINED FROM THE DEPARTMENT, A LICENSE TO COLLECT TAX
PURSUANT TO SECTION 42-5005, SUBSECTION L.

3. Three and one-eighth percent of the tax base as computed for the
business of every person engaging or continuing in this state in the mining
classification described in section 42-5072.

4, Zero percent of the tax base as computed for the business of every
person engaging or continuing in this state 1in the commercial Tease
classification described in section 42-5069.

B. Except as provided by subsection J of this section, twenty percent
of the tax revenues collected at the rate prescribed by subsection A,
paragraph 1 of this section from persons on account of engaging in business
under the business classifications listed in subsection A, paragraph 1,
subdivisions (a) through (h) of this section is designated as distribution
base for purposes of section 42-5029.

C. Forty percent of the tax revenues collected at the rate prescribed
by subsection A, paragraph 1 of this section from persons on account of
engaging in business under the business classifications listed in subsection
A, paragraph 1, subdivisions (i) through (1) of this section is designated as
distribution base for purposes of section 42-5029.

D. Thirty-two percent of the tax revenues collected from persons on
account of engaging in business under the business classification listed in
subsection A, paragraph 3 of this section is designated as distribution base
for purposes of section 42-5029.
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E. Fifty-three and one-third percent of the tax revenues collected
from persons on account of engaging in business under the business
classification listed in subsection A, paragraph 4 of this section is
designated as distribution base for purposes of section 42-5029.

F. Fifty percent of the tax revenues collected from persons on account
of engaging in business under the business classification listed 1in
subsection A, paragraph 2 of this section is designated as distribution base
for purposes of section 42-5029.

G. In addition to the rates prescribed by subsection A of this
section, if approved by the qualified electors voting at a statewide general
election, an additional rate increment is imposed and shall be collected
through June 30, 2021. The taxpayer shall pay taxes pursuant to this
subsection at the same time and in the same manner as under subsection A of
this section. The department shall separately account for the revenues
collected with respect to the rates imposed pursuant to this subsection and
the state treasurer shall distribute all of those revenues in the manner
prescribed by section 42-5029, subsection E. The rates imposed pursuant to
this subsection shall not be considered local revenues for purposes of
article IX, section 21, Constitution of Arizona. The additional tax rate
increment is levied at the rate of six-tenths of one per cent of the tax base
of every person engaging or continuing in this state in a business
classification listed in subsection A, paragraph 1 of this section.

H. Any increase in the rate of tax that is imposed by this chapter and
that is enacted by the legislature or by a vote of the people does not apply
with respect to contracts entered into by prime contractors or pursuant to
written bids made by prime contractors on or before the effective date of the
legislation or the date of the election enacting the increase. To qualify
for the exemption under this subsection, the prime contractor must maintain
sufficient documentation, in a manner and form prescribed by the department,
to verify the date of the contract or written bid.

I. For taxpayers taxable wunder this chapter other than prime
contractors taxable pursuant to section 42-5075:

1. Any increase in the rate of tax that is levied by this article or
article 2 of this chapter enacted by the legislature or by a vote of the
people does not apply for a period of one hundred twenty days from the date
of the tax rate increase to the gross proceeds of sales or gross income from
the business of the taxpayer with respect to written contracts entered into
before the effective date of the tax rate increase unless the taxpayer has
entered into a contract that contains a provision that entitles the taxpayer
to recover from the purchaser the amount of the additional tax levied.

2. The provisions of this subsection apply without regard to the
accounting method used by the taxpayer to report the taxes imposed under
article 2 of this chapter.

3. The provisions of this subsection shall not be considered in
determining the rate of tax imposed under chapter 6, article 3 of this title.
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J. Zero percent of the tax revenues that are collected at the rate
prescribed by subsection A, paragraph 1 of this section from persons on
account of engaging in business under the business classification listed in
subsection A, paragraph 1, subdivision (h) of this section, and that are
subject to any distribution required by section 42-5032.02, is designated as
distribution base for the purposes of section 42-5029 until the total amount
subject to distribution pursuant to section 42-5032.02 has reached the
maximum amount prescribed by section 42-5032.02, subsection C. Thereafter,
twenty percent of the remaining tax revenues is designated as distribution
base for the purposes of section 42-5029 as provided by subsection B of this
section.

Sec. 8. Section 42-5014, Arizona Revised Statutes, is amended to read:

42-5014. Return_and payment of tax; estimated tax; extensions;:
abatements
A. Except as provided in subsection B, C, e~ D, E OR F of this

section, the taxes levied under this article:

1. Are due and payable monthly in the form required by section 42-5018
for the amount of the tax, to the department, on or before the twentieth day
of the month next succeeding the month in which the tax accrues.

2. Are delinquent as follows:

(a) For taxpayers that are required or elect to file and pay
electronically in any month, if not received by the department on or before
the last business day of the month.

(b) For all other taxpayers, if not received by the department on or
before the business day preceding the last business day of the month.

B. The department, for any taxpayer whose estimated annual liability
for taxes imposed or administered by this article or chapter 6 of this title
is between two thousand dollars and eight thousand dollars, shall authorize
such taxpayer to pay such taxes on a quarterly basis. The department, for
any taxpayer whose estimated annual liability for taxes imposed by this
article is less than two thousand dollars, shall authorize such taxpayer to
pay such taxes on an annual basis. For the purposes of this subsection, the
taxes due under this article:

1. For taxpayers that are authorized to pay on a quarterly basis, are
due and payable monthly in the form required by section 42-5018 for the
amount of the tax, to the department, on or before the twentieth day of the
month next succeeding the quarter in which the tax accrues.

2. For taxpayers that are authorized to pay on an annual basis, are
due and payable monthly in the form required by section 42-5018 for the
amount of the tax, to the department, on or before the twentieth day of
January next succeeding the year in which the tax accrues.

3. Are delinquent as follows:

(a) For taxpayers that are required or elect to file and pay
electronically in any quarter, if not received by the department on or before
the last business day of the month.
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(b) For all other taxpayers that are required to file and pay
quarterly, if not received by the department on or before the business day
preceding the last business day of the month.

(c) For taxpayers that are required or elect to file and pay
electronically on an annual basis, if not received by the department on or
before the last business day of January.

(d) For all other taxpayers that are required to file and pay
annually, if not received by the department on or before the business day
preceding the last business day of January.

C. The department may require a taxpayer whose business is of a
transient character to file the return and remit the taxes imposed by this
article on a daily, a weekly or a transaction by transaction basis, and those
returns and payments are due and payable on the date fixed by the department
without a grace period otherwise allowed by this section. For the purposes
of this subsection, "business of a transient character” means sales activity
by a taxpayer not regularly engaged in selling within the state conducted
from vehicles, portable stands, rented spaces, structures or booths, or
concessions at fairs, carnivals, circuses, festivals or similar activities
for not more than thirty consecutive days.

D. If the business entity under which a taxpayer reports and pays
income tax under title 43 has an annual total tax 1liability under this
article, article 6 of this chapter and chapter 6, article 3 of this title of
one million dollars or more, based on the actual tax liability in the
preceding calendar year, regardless of the number of offices at which the
taxes imposed by this article, articie 6 of this chapter or chapter 6,
article 3 of this title are collected, or if the taxpayer can reasonably
anticipate such 1iability in the current year, the taxpayer shall report on a
form prescribed by the department and pay an estimated tax payment each June.
Any other taxpayer may voluntarily elect to pay the estimated tax payment
pursuant to this subsection. The payment shall be made on or before June 20
and is delinquent if not received by the department on or before the business
day preceding the Tast business day of June for those taxpayers electing to
file by mail, or delinquent if not received by the department on the business
day preceding the last business day of June for those taxpayers electing to
file in person. The estimated tax paid shall be credited against the
taxpayer's tax liability under this article, article 6 of this chapter and
chapter 6, article 3 of this title for the month of June for the current
calendar year. The estimated tax payment shall equal either:

1. One-half of the actual tax 1iability under this article plus
one-half of any tax liability under article 6 of this chapter and chapter 6,
article 3 of this title for May of the current calendar year.

2. The actual tax T1jability under this article plus any tax liability
under article 6 of this chapter and chapter 6, article 3 of this title for
the first fifteen days of June of the current calendar year.
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E£. AN ONLINE LODGING MARKETPLACE, AS DEFINED IN SECTION 42-5076, THAT
IS REGISTERED WITH THE DEPARTMENT PURSUANT TO SECTION 42-5005, SUBSECTION L:

1. SHALL REMIT TO THE DEPARTMENT THE APPLICABLE TAXES PAYABLE PURSUANT
TO SECTION 42-5076 AND CHAPTER 6 OF THIS TITLE WITH RESPECT TO EACH ONLINE
LODGING TRANSACTION, AS DEFINED IN SECTION 42-5076, FACILITATED BY THE ONLINE
LODGING MARKETPLACE.

2. SHALL REPORT THE TAXES MONTHLY AND REMIT THE AGGREGATE TOTAL
AMOUNTS FOR EACH OF THE RESPECTIVE TAXING JURISDICTIONS.

3. SHALL NOT BE REQUIRED TO LIST OR OTHERWISE IDENTIFY ANY INDIVIDUAL
ONLINE LODGING OPERATOR, AS DEFINED IN SECTION 42-5076, ON ANY RETURN OR ANY
ATTACHMENT TO A RETURN.

F. A PERSON WHO IS LICENSED PURSUANT TO TITLE 32, CHAPTER 20 AND WHO
IS LICENSED WITH THE DEPARTMENT PURSUANT TO SECTION 42-5005, SUBSECTION M
SHALL:

1. FILE A CONSOLIDATED RETURN MONTHLY WITH RESPECT TO ALL MANAGED
PROPERTIES FOR WHICH THE LICENSEE FILES AN ELECTRONIC CONSOLIDATED TAX RETURN
PURSUANT TO SECTION 42-6013.

2. REMIT TO THE DEPARTMENT THE AGGREGATE TOTAL AMOUNT OF THE
APPLICABLE TAXES PAYABLE PURSUANT TO THIS CHAPTER AND CHAPTER 6 OF THIS TITLE
FOR ALL OF THE RESPECTIVE TAXING JURISDICTIONS WITH RESPECT TO THE MANAGED
PROPERTIES.

£+~ G. The taxpayer shall prepare a return showing the amount of the
tax for which the taxpayer is 1iable for the preceding month, and shall mail
or deliver the return to the department in the same manner and time as
prescribed for the payment of taxes in subsection A of this section. If the
taxpayer fails to file the return in the manner and time as prescribed for
the payment of taxes in subsection A of this section, the amount of the tax
required to be shown on the return is subject to the penalty imposed pursuant
to section 42-1125, subsection A, without any reduction for taxes paid on or
before the due date of the return. The return shall be verified by the oath
of the taxpayer or an authorized agent or as prescribed by the department
pursuant to section 42-1105, subsection B.

¥~ H. Any person who is taxable under this article and who makes cash
and credit sales shall report such cash and credit sales separately and on
making application may obtain from the department an extension of time for
payment of taxes due on the credit sales. The extension shall be granted by
the department under such ruies as the department prescribes. When the
extension is granted, the taxpayer shall thereafter include in each monthly
report all collections made on such credit sales during the month next
preceding and shall pay the taxes due at the time of filing such report.

&= 1. The returns required under this article shall be made on forms
prescribed by the department and shall capture data with sufficient
specificity to meet the needs of all taxing jurisdictions.
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H- J. Any person who is engaged in or conducting business in two or
more locations or under two or more business names shall file the return
required under this article by electronic means.

+- K. The department, for good cause, may extend the time for making
any return required by this article and may grant such reasonable additional
time within which to make the return as it deems proper, but the time for
filing the return shall not be extended beyond the first day of the third
month next succeeding the regular due date of the return.

d+ L. The department, with the approval of the attorney general, may
abate small tax balances if the administration costs exceed the amount of tax
due.

¥~ M. For the purposes of subsection D of this section, "taxpayer™
means the business entity under which the business reports and pays state
income taxes regardless of the number of offices at which the taxes imposed
by this article, article 6 of this chapter or chapter 6, article 3 of this
title are collected.

Sec. 9. Section 42-5070, Arizona Revised Statutes, is amended to read:

42-5070. Transient lodging classification; definition

A. The transient lodging classification is comprised of the business
of operating, for occupancy by transients, a hotel or motel, including an
inn, tourist home or house, dude ranch, resort, campground, studio or
bachelor hotel, lodging house, rooming house, apartment house, dormitory,
public or private club, mobile home or house trailer at a fixed Tocation or
other similar structure, and also including a space, lot or slab that is
occupied or intended or designed for occupancy by transients in a mobile home
or house trailer furnished by them for such occupancy.

B. The transient lodging classification does not include:

1. Operating a convalescent home or facility, home for the aged,
hospital, jail, military installation or fraternity or sorority house or
operating any structure exclusively by an association, institution,
governmental agency or corporation for religious, charitable or educational
purposes, if no part of the net earnings of the association, corporation or
other entity inures to the benefit of any private shareholder or individual.

2. A lease or rental of a mobile home or house trailer at a fixed
location or any other similar structure, and also including a space, lot or
slab that is occupied or intended or designed for occupancy by transients in
a mobile home or house trailer furnished by them for such occupancy for
thirty or more consecutive days.

3. Leasing or renting four or fewer rooms of an owner-occupied
residential home, together with furnishing no more than a breakfast meal, to
transient lodgers at no more than a fifty per—eent PERCENT average annual
occupancy rate.

4., THE ACTIVITIES OF ANY ONLINE LODGING MARKETPLACE, AS DEFINED IN
SECTION 42-5076.
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C. The tax base for the transient lodging classification is the gross
proceeds of sales or gross income derived from the business, except that the
tax base does not include:

1. THE gross proceeds of sales or gross income derived from business
activity that is properly included in another business classification under
this article and that is taxable to the person engaged in that business
classification, but the gross proceeds of sales or gross income to be
deducted shall not exceed the consideration paid to the person conducting the
activity.

2. THE GROSS PROCEEDS OR GROSS INCOME RECEIVED BY AN ONLINE LODGING
OPERATOR, AS DEFINED 1IN SECTION 42-5076, FROM ANY ONLINE LODGING
TRANSACTIONS, AS DEFINED IN SECTION 42-5076, FOR WHICH THE ONLINE LODGING
OPERATOR HAS RECEIVED DOCUMENTATION FROM A REGISTERED ONLINE LODGING
MARKETPLACE, AS DEFINED IN SECTION 42-5076, PURSUANT TO SECTION 42-5009,
SUBSECTION N THAT THE ONLINE LODGING MARKETPLACE HAS REMITTED OR WILL REMIT
THE APPLICABLE TAX TO THE DEPARTMENT PURSUANT TO SECTION 42-5014,
SUBSECTION E.

D. For the purposes of this section, the tax base for the transient
lodging classification does not include gross proceeds of sales or gross
income derived from:

1. Transactions or activities that are not 1limited to transients and
that would not be taxable if engaged in by a person not subject to tax under
this article.

2. Transactions or activities that are not limited to transients and
that would not be taxable if engaged in by a person subject to taxation under
section 42-5062 or 42-5073 due to an exclusion, exemption or deduction.

3. Commissions paid to a person that is engaged in transient lodging
business subject to taxation under this section by a person providing
services or property to the customers of the person engaging in the transient
Todging business.

E. The department shall separately account for revenues collected
under the transient lodging classification for the purposes of section
42-5029, subsection D, paragraph 4, subdivision (b).

F. For the purposes of this section, "transient™ means any person who
either at the person's own expense or at the expense of another obtains
lodging space or the use of Todging space on a daily or weekly basis, or on
any other basis for less than thirty consecutive days.

Sec. 10. Title 42, chapter 5, article 2, Arizona Revised Statutes, is
amended by adding section 42-5076, to read:

42-5076. Q0nline lodging marketplace classification; definitions

A. THE ONLINE LODGING MARKETPLACE CLASSIFICATION IS COMPRISED OF THE
BUSINESS OF OPERATING AN ONLINE LODGING MARKETPLACE.

B. THE TAX BASE FOR THE ONLINE LODGING MARKETPLACE CLASSIFICATION IS
THE GROSS PROCEEDS OF SALES OR GROSS INCOME DERIVED FROM THE BUSINESS
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MEASURED BY THE TOTAL AMOUNT CHARGED FOR AN ONLINE TRANSIENT LODGING
TRANSACTION BY THE ONLINE LODGING OPERATOR.

C. THE ONLINE LODGING MARKETPLACE CLASSIFICATION DOES NOT INCLUDE ANY
ONLINE LODGING MARKETPLACE THAT HAS NOT ENTERED INTO AN AGREEMENT WITH THE
DEPARTMENT TO REGISTER FOR, OR HAS NOT OTHERWISE OBTAINED FROM THE
DEPARTMENT, A LICENSE TO COLLECT TAX PURSUANT TO SECTION 42-5005,
SUBSECTION L.

D. FOR THE PURPOSES OF THIS SECTION:

1. "ONLINE LODGING MARKETPLACE™ MEANS A PERSON THAT PROVIDES A DIGITAL
PLATFORM FOR COMPENSATION THROUGH WHICH AN UNAFFILIATED THIRD PARTY OFFERS TO
RENT LODGING ACCOMMODATIONS TO AN OCCUPANT, INCLUDING A TRANSIENT, AS DEFINED
IN SECTION 42-5070, AND THE ACCOMMODATIONS ARE NOT CLASSIFIED FOR PROPERTY
TAX PURPOSES UNDER SECTION 42-12001. FOR THE PURPOSES OF THIS PARAGRAPH:

(a) "LODGING ACCOMMODATIONS™ MEANS ANY SPACE OFFERED TO THE PUBLIC FOR
LODGING, INCLUDING ANY HOTEL, MOTEL, INN, TOURIST HOME OR HOUSE, DUDE RANCH,
RESORT, CAMPGROUND, STUDIO OR BACHELOR HOTEL, LODGING HOUSE, ROOMING HOUSE,
RESIDENTIAL HOME, APARTMENT HOUSE, DORMITORY, PUBLIC OR PRIVATE CLUB, MOBILE
HOME OR HOUSE TRAILER AT A FIXED LOCATION OR OTHER SIMILAR STRUCTURE OR
SPACE.

(b) "“UNAFFILIATED THIRD PARTY"™ MEANS A PERSON THAT IS NOT OWNED OR
CONTROLLED, DIRECTLY OR INDIRECTLY, BY THE SAME INTERESTS.

2. "ONLINE LODGING OPERATOR"™ MEANS A PERSON THAT IS ENGAGED IN THE
BUSINESS OF RENTING TO AN OCCUPANT, INCLUDING A TRANSIENT AS DEFINED 1IN
SECTION 42-5070, ANY LODGING ACCOMMODATION OFFERED THROUGH AN ONLINE LODGING
MARKETPLACE.

3. U"ONLINE LODGING TRANSACTION"™ MEANS A CHARGE TO AN OCCUPANT,
INCLUDING A TRANSIENT AS DEFINED IN SECTION 42-5070, BY AN ONLINE LODGING
OPERATOR FOR THE OCCUPANCY OF ANY LODGING ACCOMMODATION AND INCLUDES AN
ONLINE TRANSIENT LODGING TRANSACTION.

4, "ONLINE TRANSIENT LODGING TRANSACTION" MEANS A CHARGE TO AN
OCCUPANT WHO IS A TRANSIENT AS DEFINED IN SECTION 42-5070 BY AN ONLINE
LODGING OPERATOR FOR THE OCCUPANCY OF ANY LODGING ACCOMMODATION.

Sec. 11. Title 42, chapter 6, article 1, Arizona Revised Statutes, is
amended by adding sections 42-6009 and 42-6013, to read:

42-6009. Online lodging; definitions

A. EXCEPT AS PROVIDED BY THIS SECTION, A CITY, TOWN OR OTHER TAXING
JURISDICTION MAY NOT LEVY A TRANSACTION PRIVILEGE, SALES, USE, FRANCHISE OR
OTHER SIMILAR TAX OR FEE, HOWEVER DENOMINATED, ON THE BUSINESS OF OPERATING
AN ONLINE LODGING MARKETPLACE OR, IN THE CASE OF AN ONLINE LODGING
MARKETPLACE THAT IS LICENSED PURSUANT TO SECTION 42-5005, SUBSECTION L, ON
ANY ONLINE LODGING TRANSACTION FACILITATED BY THE ONLINE LODGING MARKETPLACE
OR ON ANY ONLINE LODGING OPERATOR WITH RESPECT TO ANY ONLINE LODGING
TRANSACTION FOR WHICH IT HAS RECEIVED DOCUMENTATION THAT THE ONLINE LODGING
MARKETPLACE HAS OR WILL REMIT THE APPLICABLE TAX TO THE DEPARTMENT PURSUANT
TO SECTION 42-5014, SUBSECTION E.
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B. IN THE CASE OF AN ONLINE LODGING MARKETPLACE THAT IS LICENSED
PURSUANT TO SECTION 42-5005, SUBSECTION L, A CITY, TOWN OR OTHER TAXING
JURISDICTION MAY LEVY A TRANSACTION PRIVILEGE, SALES, USE, FRANCHISE OR OTHER
SIMILAR TAX OR FEE AS PROVIDED BY THE MODEL CITY TAX CODE ON THE ONLINE
LODGING MARKETPLACE SUBJECT TO THE FOLLOWING CONDITIONS:

1. THE ADOPTED TAX MUST BE ADMINISTERED IN A MANNER THAT IS UNIFORM
WITH THE TREATMENT OF ONLINE LODGING MARKETPLACES, ONLINE LODGING OPERATORS
AND ONLINE LODGING TRANSACTIONS PROVIDED BY CHAPTER 5 OF THIS TITLE, EXCEPT
THAT:

(a) THE ADOPTED TAX RATE MAY BE DIFFERENT FROM THE STATE TAX RATE
PRESCRIBED BY SECTION 42-5010.

(b) THE ADOPTED TAX MAY APPLY TO ONLINE LODGING TRANSACTIONS INVOLVING
RENTALS OF LODGING ACCOMMODATIONS FOR MORE THAN TWENTY-NINE CONSECUTIVE DAYS.
WITH RESPECT TO ANY TAX ON RENTALS OF LODGING ACCOMMODATIONS FOR MORE THAN
TWENTY-NINE CONSECUTIVE DAYS, IN THE CASE OF AN ONLINE LODGING MARKETPLACE
THAT HAS REGISTERED PURSUANT TO SECTION 42-5005, SUBSECTION L, THE ADOPTED
TAX MUST UNIFORMLY APPLY TO ALL LODGING ACCOMMODATIONS FOR THIRTY CONSECUTIVE
DAYS OR MORE, AND THE TAX BASE FOR THE TAX MUST BE LIMITED EXCLUSIVELY TO
ONLINE LODGING TRANSACTIONS FACILITATED BY AN ONLINE LODGING MARKETPLACE FOR
RENTALS OF LODGING ACCOMMODATIONS FOR THIRTY CONSECUTIVE DAYS OR MORE AND
LOCATED IN THE APPLICABLE CITY, TOWN OR OTHER TAXING JURISDICTION.

2. THE ADOPTED TAX SHALL BE ADMINISTERED, COLLECTED AND ENFORCED BY
THE DEPARTMENT AND REMITTED TO THE CITY, TOWN OR OTHER TAXING JURISDICTION IN
A UNIFORM MANNER.

3. THE ADOPTED TAX MUST BE UNIFORM ON ONLINE LODGING MARKETPLACES,
ONLINE LODGING OPERATORS AND OTHER TAXPAYERS OF THE SAME CLASS WITHIN THE
JURISDICTIONAL BOUNDARIES OF THE CITY, TOWN OR OTHER TAXING JURISDICTION.

4. ANY ADOPTED TAX IS SUBJECT TO:

(a) SECTION 42-6002, RELATING TO AUDITS.

(b) SECTION 42-2003, SUBSECTION Y, RELATING TO CONFIDENTIAL
INFORMATION.

(c) SECTION 42-5003, SUBSECTION B, RELATING TO JUDICIAL ENFORCEMENT.

(d) SECTION 42-5005, SUBSECTION L, RELATING TO REGISTRATION OF ONLINE
LODGING MARKETPLACES.

(e) SECTION 42-5014, SUBSECTION E, RELATING TO TAX RETURNS.

5. THE TAX MAY NOT BE COLLECTED FROM AN ONLINE LODGING OPERATOR WITH
RESPECT TO ANY ONLINE LODGING TRANSACTION OR TRANSACTIONS FOR WHICH THE
ONLINE LODGING OPERATOR HAS RECEIVED WRITTEN NOTICE OR DOCUMENTATION FROM A
REGISTERED ONLINE LODGING MARKETPLACE THAT IT HAS OR WILL REMIT THE
APPLICABLE TAX WITH RESPECT TO THOSE TRANSACTIONS TO THE DEPARTMENT PURSUANT
TO SECTION 42-5014, SUBSECTION E.

C. FOR THE PURPOSES OF THIS SECTION, "LODGING ACCOMMODATIONS™, "ONLINE
LODGING MARKETPLACE"™, ™"ONLINE LODGING OPERATOR" AND "ONLINE LODGING
TRANSACTION" HAVE THE SAME MEANINGS PRESCRIBED IN SECTION 42-5076.

-24_

Page 51



W ~N O P WN =

S.B. 1350

42-6013. Electronic consolidated real property management tax

returns; definition

A. FOR TAXABLE PERIODS BEGINNING FROM AND AFTER DECEMBER 31, 2017, A
CITY OR TOWN THAT LEVIES A TRANSACTION PRIVILEGE TAX UNDER THIS SECTION SHALL
ALLOW PERSONS WHO ARE LICENSED PURSUANT TO TITLE 32, CHAPTER 20 AND WHO ARE
LICENSED WITH THE DEPARTMENT PURSUANT TO SECTION 42-5005, SUBSECTION M TO
FILE ELECTRONIC CONSOLIDATED TAX RETURNS WITH THE DEPARTMENT WITH RESPECT TO
GROSS PROCEEDS OR GROSS INCOME DERIVED FROM THE INDIVIDUAL PROPERTIES UNDER
MANAGEMENT ON BEHALF OF THE PROPERTY OWNERS, SUBJECT TO THE FOLLOWING
CONDITIONS AND REQUIREMENTS:

1. THE DEPARTMENT SHALL ADMINISTER, COLLECT AND ENFORCE THE TAX THAT
IS REPORTED AND PAID PURSUANT TO AN ELECTRONIC CONSOLIDATED RETURN AND REMIT
THE COLLECTED REVENUES TO THE APPROPRIATE CITY OR TOWN.

2. THE TAX MAY NOT BE COLLECTED FROM ANY PROPERTY OWNER WHOSE LICENSEE
HAS PROVIDED WRITTEN DOCUMENTATION TO THE PROPERTY OWNER AND TO THE CITY OR
TOWN THAT THE LICENSEE HAS REPORTED AND REMITTED OR WILL REPORT AND REMIT THE
APPLICABLE TAX WITH RESPECT TO THE PROPERTY UNDER MANAGEMENT.

3. THE DEPARTMENT SHALL DEVELOP AN ELECTRONIC CONSOLIDATED RETURN FORM
THAT SEPARATELY IDENTIFIES EACH OWNER'S PROPERTY LOCATIONS AND THE GROSS
INCOME AND DEDUCTIONS FOR EACH PROPERTY LOCATION. THE LICENSEE SHALL FILE
THE RETURN ELECTRONICALLY USING THE CONSOLIDATED RETURN FORM DEVELOPED BY THE
DEPARTMENT.

4. ALL PARTICIPATING PROPERTY OWNERS INCLUDED IN THE SAME ELECTRONIC
CONSOLIDATED RETURN MUST BE ON THE SAME TAX PAYMENT SCHEDULE AND USE THE SAME
CASH RECEIPTS OR ACCRUAL BASIS OF REPORTING.

5. A LICENSEE FILING AN ELECTRONIC CONSOLIDATED RETURN:

(a) ACTS IN A FIDUCIARY CAPACITY AS THE PROPERTY OWNERS' AGENT.

(b) IS RESPONSIBLE AND ACCOUNTABLE TO THE PROPERTY OWNERS AND TO THE
CITY OR TOWN FOR FULLY AND ACCURATELY REPORTING AND PAYING TO THE DEPARTMENT
THE TAX AND ANY OTHER AMOUNTS DUE.

(c) IS SUBJECT TO AUDIT, AS PROVIDED BY LAW, OF THE ELECTRONIC
CONSOLIDATED RETURNS, INCLUDING DATA IN THE LICENSEE'S POSSESSION THAT IS
USED IN COMPILING AND FILING THE ELECTRONIC CONSOLIDATED RETURNS.

6. A PROPERTY OWNER:

(a) REMAINS ULTIMATELY RESPONSIBLE, ACCOUNTABLE AND LIABLE FOR BOTH:

(i) THE ACCURACY OF INFORMATION THE PROPERTY OWNER FURNISHES TO THE
LICENSEE.

(ii) THE RETURN AND PAYMENT OF THE FULL TAX LIABILITY.

(b) IS SUBJECT TO AUDIT, AS PROVIDED BY LAW, OF THE RECORDS IN THE
PROPERTY OWNER'S POSSESSION THAT ARE SUBMITTED TO THE LICENSEE FOR THE
PURPOSES OF THE ELECTRONIC CONSOLIDATED RETURN.

(c) MAY WITHDRAW ANY OF THE PROPERTY OWNER'S PROPERTIES FROM THE
ELECTRONIC CONSOLIDATED RETURN ON THIRTY DAYS' WRITTEN NOTICE TO THE
LICENSEE, THE DEPARTMENT AND THE TAX COLLECTOR OF THE CITY OR TOWN.

...25-

Page 52



0O ~NOOT W=

S.B. 1350

B. FOR THE PURPOSES OF THIS SECTION, "LICENSEE" MEANS A PERSON WHO IS
LICENSED PURSUANT TO TITLE 32, CHAPTER 20 AND WHO IS LICENSED WITH THE
DEPARTMENT PURSUANT TO SECTION 42-5005, SUBSECTION M.

Sec. 12. Section 42-12003, Arizona Revised Statutes, is amended to
read:

42-12003. Class three property: definition
A. For purposes of taxation, class three is established consisting of:

1. Real and personal property and improvements to the property that
are used as the owner's primary residence, that are not otherwise included in
class one, two, four, six, seven or eight and that are valued at full cash
value.

2. Real and personal property that is occupied by a relative of the
owner, as provided by section 42-12053, and used as the relative's primary
residence, that is not otherwise included in class one, two, four, six, seven
or eight and that is valued at full cash value.

3. REAL AND PERSONAL PROPERTY THAT IS OWNED AND OCCUPIED AS THE
PRIMARY RESIDENCE OF THE OWNER WHO ALSO USES THE PROPERTY FOR LEASE OR RENT
TO LODGERS.

B. For the purposes of this section, a homesite that is included in
class three may include:

1. Up to ten acres on a single parcel of real property on which the
residential improvement is located.

2. More than ten, but not more than forty, acres on a single parcel of
real property on which the residential improvement is located if it is zoned
exclusively for residential purposes or contains legal restrictions or
physical conditions that prevent the division of the parcel.

C. For the purposes of this section, "physical conditions™ means
topography, mountains, washes, rivers, roads or any other configuration that
limits the residential usable Tand area.

Sec. 13. Section 42-12004, Arizona Revised Statutes, is amended to
read:

42-12004. Class four property
A. For purposes of taxation, class four is established consisting of:

1. Real and personal property and improvements to the property that
are used for residential purposes, including residential property that is
owned in foreclosure by a financial institution, that is not otherwise
included in another classification and that is valued at full cash value.
The homesite that is included in class four may include:

(a) Up to ten acres on a single parcel of real property on which the
residential improvement is Tocated.

(b) More than ten, but not more than forty, acres on a single parcel
of real property on which the residential improvement is located if it is
zoned exclusively for residential purposes or contains legal restrictions or
physical conditions that prevent the division of the parcel. For the
purposes of this subdivision, "physical conditions” means topography,
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mountains, washes, rivers, roads or any other configuration that 1imits the
residential usable land area.

2. Real and personal property and improvements to the property that
are used solely as leased or rented property for residential purposes, that
are not included in class one, two, three, six, seven or eight and that are
valued at full cash value.

3. Child care facilities that are licensed under title 36, chapter 7.1
and that are valued at full cash value.

4. Real and personal property and improvements to property that are
used to operate nonprofit residential housing facilities that are structured
to house or care for persons with disabilities or who are sixty-two years of
age or older and that are valued at full cash value.

5. Real and personal property and improvements that are used to
operate licensed residential care institutions or t1icensed nursing care
institutions that provide medical services, nursing services or health
related services and that are structured to house or care for persons with
disabilities or who are sixty-two years of age or older and that are valued
at full cash value.

6. Real and personal property consisting of no more than eight rooms
of residential property that are leased or rented to transient lodgers,
together with furnishing no more than a breakfast meal, by the owner who
resides on the property and that is valued at full cash value.

7. Real and personal property consisting of residential dwellings that
are maintained for occupancy by agricultural employees as a condition of
employment or as a convenience to the employer, that is not included in class
three and that is valued at full cash value. The land associated with these
dwellings shall be valued as agricultural Tand pursuant to chapter 13,
article 3 of this title.

8. Real property and improvements to property constituting common
areas that are valued pursuant to chapter 13, article 9 of this title.

9. Real and personal property that is defined as timeshare property by
section 32-2197 and valued pursuant to chapter 13, article 10 of this title,
except for any property used for commercial, industrial or transijent
occupancy purposes and included in class one to the extent of that use.

10. REAL AND PERSONAL PROPERTY AND IMPROVEMENTS THAT ARE USED FOR
RESIDENTIAL PURPOSES, THAT ARE LEASED OR RENTED TO LODGERS, EXCEPT FOR:

(a) PROPERTY OCCUPIED BY THE OWNER OF THE PROPERTY AS THE OWNER'S
PRIMARY RESIDENCE AND INCLUDED IN CLASS THREE.

(b) PROPERTY USED FOR COMMERCIAL PURPOSES AND INCLUDED IN CLASS ONE.

B. Subsection A, paragraphs 4 and 5 of this section shall not be
construed to 1imit eligibility for exemption from taxation under chapter 11,
article 3 of this title.
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Sec. 14. Joint legislative study committee on transient

lodging; report: repeal

A. The joint legislative study committee on transient Todging is
established consisting of the following members:

1. Three members of the senate who are appointed by the president of
the senate, not more than two of whom are members of the same political party
and one of whom shall serve as co-chair.

2. Three members of the house of representatives who are appointed by
the speaker of the house of representatives, not more than two of whom are
members of the same political party and one of whom shall serve as co-chair.

3. One member who uses a residential home as a short term rental
through an online lodging marketplace, as defined in section 42-5076, Arizona
Revised Statutes, as added by this act, and who is appointed by the president
of the senate.

4. One member who manages or operates a hotel, motel or bed and
breakfast business and who is appointed by the speaker of the house of
representatives.

5. One representative of an association of cities and towns in this
state who is appointed by the president of the senate.

6. One representative of an association of counties in this state that
represents county boards of supervisors and who is appointed by the speaker
of the house of representatives.

7. One representative of an online lodging marketplace, as defined in
section 42-5076, Arizona Revised Statutes, as added by this act, and who is
appointed by the president of the senate.

8. One representative of a statewide lodging and tourism association
who is appointed by the speaker of the house of representatives.

9. One representative of a taxpayer organization in this state who is
appointed by the president of the senate.

10. One representative of a statewide association representing
licensed real estate professionals who is appointed by the speaker of the
house of representatives.

11. One representative of a statewide multihousing association who is
appointed by the president of the senate.

12. One representative of a convention and visitor's bureau in this
state who is appointed by the speaker of the house of representatives.

B. The committee shall consider current state and Tocal government
laws and regulations on the various types of accommodations used for the
purposes of transient lodging. The committee shall consider the economic,
business and consumer impact of the Taws and regulations, including whether a
regulation is the least burdensome to ensure compliance and whether there are
viable alternatives for regulatory relief.

C. The committee may request industry data from relevant state
agencies during an annual committee meeting to be held on or before September
15, 2017 and annually thereafter.
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D. The committee shall submit a report of the committee's findings and
any recommendations on or before December 15, 2017, and each year thereafter,
to the president of the senate, the speaker of the house of representatives
and the governor and provide a copy of this report to the secretary of state.

E. This section is repealed and the committee terminates for all
purposes from and after December 31, 2020.

Sec. 15. Applicability; savings

A. This act does not affect the rights and obligations under any
existing agreement to pay taxes to a taxing jurisdiction in effect before the
effective date of this act.

B. This act does not entitle an online lodging marketplace, as defined
in section 42-5076, Arizona Revised Statutes, as added by this act, to a
refund of any taxes or fees collected and paid to a taxing jurisdiction
before the effective date of this act.

Sec. 16. Effective date

This act is effective from and after December 31, 2016.
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CITY COUNCIL June 28, 2016
AGENDA BILL Regular Business

Agenda Item: 8b

Proposed Action & Subject: Discussion/possible direction regarding Docket E-01345A-
16-0036, the rate case filed with the Arizona Corporation Commission by Arizona Public
Service on June 1, 2016.

Department Legal
Time to Present 5 Minutes
Total Time for Item 45 Minutes

Other Council Meetings  N/A

Exhibits A. APS Presentation
City Attorney | Reviewed 6/21/16 Expenditure Required
Approval | RCR $ 0
Amount Budgeted
$ 0
City Manager’s | For discussion and Account No. N/A
Recommendation | possible direction only. (Description)
Finance [X
Approval

SUMMARY STATEMENT

Background: Arizona Public Service (APS) has filed a rate case with the Arizona
Corporation Commission which addresses both demand charges for residential customers
and the net metering program for rooftop solar customers.

APS wants the Commission to approve a new rate structure with three demand charge rates
— R-1, R-2, and R-3. The new rates would include the higher fixed charges, lower volumetric
rates, and the demand charge. In Docket E-01345A-16-0036, APS is seeking changes to
residential customers’ rates, shifting nearly all of them to one of three demand charge options,
accompanied by a lower per-kWh volumetric charge. Under the rate plan, net metering credits
for rooftop solar would fall from the retail rate, presently $0.128/kWh, to an avoided cost rate
of $0.0299/kWh. Customers who have already installed rooftop solar and those who install
before July 1, 2017, would be "grandfathered" and allowed to keep the retail rate credit for the
full life of their solar arrays.> The rate case also proposes implementing news fees meant to
recover costs associated with manual meter reading for those who have opted out of smart
meters.

! Source: Top Utility Storage Weekly Newsletter, June 7, 2016.
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Discussion on this matter is intended to elicit direction from Council on what, if any, role the
City of Sedona may take in the rate case, either directly or indirectly.

Key Questions:
e Does council have concerns about the proposed rate case?
e Does council want to pursue citizen input on this matter?
e If council does have concerns, how should they be addressed?

Community Plan Consistent: [ |Yes - [ _|No - XINot Applicable

Board/Commission Recommendation: [ |Applicable - XNot Applicable

Alternative(s):

MOTION

I move to: for discussion and possible direction only.
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