
RESOLUTION NO. 2015-15 
 
 

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF FLAGSTAFF,  
ARIZONA. DECLARING THAT CERTAIN DOCUMENT KNOWN AS “THE 2015 
CITY TAX CODE AMENDMENTS” AS A PUBLIC RECORD, AND PROVIDING 
FOR AN EFFECTIVE DATE 

 
 
WHEREAS, pursuant to A.R.S. § 9-802 a municipality may enact or amend provisions of the City 
Code by reference to a public record, provided that the adopting ordinance is published in full; 
 
NOW, THEREFORE, BE IT RESOLVED BY THE COUNCIL OF THE CITY OF FLAGSTAFF AS 
FOLLOWS: 
 
SECTION 1.   
 
That certain document known as “The 2015 City Tax Code Amendments” attached hereto as 
Exhibit A is hereby declared to be a public record, and three (3) copies shall remain on file with the 
City Clerk. 
 
SECTION 2. 
 
This resolution shall be effective thirty (30) days following adoption by the City Council. 
 
PASSED AND ADOPTED by the City Council of the City of Flagstaff this    day of  
   , 2015. 
 
 
              
       MAYOR 
 
ATTEST: 
 
 
 
  
CITY CLERK 
 
 
 
APPROVED AS TO FORM: 
 
 
 
  
CITY ATTORNEY 
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EXHIBIT A 
 

2015 CITY TAX CODE AMENDMENTS 
 
The Flagstaff City Code, Title 3, Business Regulations, Chapter 3-05, Privilege and Excise 
Taxes, Division 3-05-003 Licensing and Recordkeeping, all Sections are hereby amended by 
repealing in their entirety, Sections 3-05-003-0300; 0305; 0310; 0315; 0320; 0330; 0350; 0360 
and 0370 are repealed. In addition, all licensing and recordkeeping related Regulations in 
Division 3-05-007, Regulations-Privilege and Excise Taxes, Section 3-05-007-0001: Regs. 3-5-
300.1; 300.2; 310.1; 310.2; 310.3; 350.1; 350.2; 350.3; 360.1; 360.2 are repealed in their 
entirety. The new licensing and recordkeeping requirements as amended in Model City Tax 
Code, Article III – Licensing and Recordkeeping are adopted. Also added language of Section 
475 (A) of the Model City Tax Code in the City of Flagstaff, City Code Section 3-05-004-0475 
(A), which was inadvertently omitted when adopting Ordinance 2013-02 (deletions shown as 
stricken, additions shown as capitalized text, existing omitted text shown as “***”): 
 
Section 1:  The following changes shall be effective from and after January 1, 2015: 
 

DIVISION 3-05-003 
PRIVILEGE AND EXCISE TAXES 

 
The following Sections are repealed in their entirety: 
 
3-05-003-0300 LICENSING REQUIREMENTS: 
 
A.    The following persons shall make application to the Tax Collector for a privilege license, 
accompanied by a nonrefundable fee of forty-six dollars ($46.00), and no person shall engage 
or continue in business or engage in such activities until he shall have such a license: 
 

1.    Every person desiring to engage or continue in business activities within the City 
upon which a privilege tax is imposed by this chapter. 

2.    Every person, engaging or continuing in business within the City, storing or using 
tangible personal property in this City upon which a use tax is imposed by this chapter. 

3.    Reserved. 
 

B.    A person engaged in more than one (1) activity subject to City privilege and use taxes at 
any one (1) business location is not required to obtain a separate license for each activity; 
provided, that at the time such person makes application for a license, he shall list on such 
application each category of activity in which he is engaged. The licensee shall inform the Tax 
Collector of any changes in his business activities, location, or mailing address within thirty (30) 
days. 
 
C.    Limitation: The issuance of a privilege license by the Tax Collector shall in no way be 
construed as permission to operate a business activity in violation of any other law or regulation 
to which such activity may be subject. 
 
3-05-003-0305 SPECIAL LICENSING REQUIREMENTS: 
 
A.    Partnerships: Application for a privilege license for a partnership engaging or continuing in 
business in the City shall provide, as a minimum, the names and addresses of all general 
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partners. Licenses issued to persons engaged in business as partners, limited or general, shall 
be in the name of the partnership. 
 
B.    Corporations: Application for a privilege license for a corporation engaging or continuing in 
business in the City shall provide, as a minimum, the names and addresses of both the chief 
executive officer and chief financial officer of the corporation. Licenses issued to persons 
engaged in business as corporations shall be in the name of the corporation. 
 
C.    Multiple Locations or Multiple Business Names: A person engaged in or conducting one or 
more businesses at two (2) or more locations or under two (2) or more business names shall 
procure a license for each such location or business name. A "location" is a place of a separate 
business establishment. 
 
D.    Licenses Shall not be Issued Until all Legal Requirements are Met: It shall be a condition 
precedent to the issuance of a license that all statutes, ordinances, regulations, and other 
requirements affecting the public peace, health, and safety be complied with in total. 
 
3-05-003-0310 LICENSING; DURATION OF LICENSE, TRANSFERABILITY, DISPLAY: 
 
A.    Except as provided in Section 3-05-003-0320, the privilege license shall be valid until 
request for cancellation and/or surrender of the license by the licensee or expiration through 
cessation by the licensee of the business activity for which it was issued. 
 
B.    The privilege license shall be nontransferable between owners or locations, and shall be on 
display to the public in the licensee’s place of business. 
 
C.    Any licensee who permits his license to expire through cancellation as provided in Section 
3-05-003-0320, by his request for cancellation, by surrender of the license, or by the cessation 
of the business activity for which the license was issued, and who thereafter applies for license, 
shall be granted a new license as an original applicant and shall pay the current license fee. Any 
licensee who loses or misplaces his privilege license which is still in effect shall be charged the 
current license fee for each reissuance of a license. 
 
D.  Reserved. 
E.    Reserved. 
F.     Reserved. 
G.    Reserved. 
H.     Reserved. 
I.      Reserved. 
J.     Reserved. 
 
3-05-003-0315 RESERVED: 
 
3-05-003-0320 LICENSING; CANCELLATION, REVOCATION: 
 
A.    Cancellation: The Tax Collector shall be authorized to cancel the City privilege license of 
any licensee as "inactive" if the taxpayer, required to report monthly to the City, has neither filed 
any return nor remitted to the City any taxes imposed by this Chapter for a period of six (6) 
consecutive months; or, if required to report quarterly, has neither filed any return nor remitted 
any taxes imposed by this Chapter for two (2) consecutive quarters; or, if required to report 

http://www.codepublishing.com/az/flagstaff/html/Flagstaff03/Flagstaff0305003.html#3.05.003.0320
http://www.codepublishing.com/az/flagstaff/html/Flagstaff03/Flagstaff0305003.html#3.05.003.0320
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annually, has neither filed any return nor remitted any taxes imposed by this Chapter when such 
annual report and tax are due to be filed with and remitted to the Tax Collector. 
 
B.    Revocation: If any licensee fails to pay any tax, interest, penalty, fee, or sum required to be 
paid to the City under this Chapter, or if such licensee fails to comply with any other provisions 
of this Chapter, the Tax Collector shall be authorized to revoke the City privilege license of said 
licensee. 
 
C.    Notice and Hearing: The Tax Collector shall deliver notice to such licensee of cancellation 
or revocation of the privilege license. If within twenty (20) days the licensee so notified requests 
a hearing, he shall be granted a hearing before the Tax Collector. 
 
D.    After cancellation or revocation of a taxpayer’s license, the taxpayer shall not be relicensed 
until all reports have been filed; all fees, taxes, interest, and penalties due have been paid; and 
he is in compliance with the provisions of this Chapter. 
 
3-05-003-0330 OPERATING WITHOUT A LICENSE: 
 
It shall be unlawful for any person who is required by this Chapter to obtain a privilege license to 
engage in or continue in business within the City without a license. The Tax Collector shall 
assess any delinquencies in tax, interest, and penalties which may apply against such person 
upon any transactions subject to the taxes imposed by this Chapter. 
 
3-05-003-0350 RECORDKEEPING REQUIREMENTS: 
 
A.    It shall be the duty of every person subject to the tax imposed by this Chapter to keep and 
preserve suitable records and such other books and accounts as may be necessary to 
determine the amount of tax for which he is liable under this Chapter. The books and records 
must contain, at a minimum, such detail and summary information as may be required by 
regulation; or when records are maintained within an electronic data processing (EDP) system, 
the requirements established by the Arizona Department of Revenue for privilege tax filings will 
be accepted. It shall be the duty of every person to keep and preserve such books and records 
for a period equal to the applicable limitation period for assessment of tax, and all such books 
and records shall be open for inspection by the Tax Collector during any business day. 
 
B.    The Tax Collector may direct, by letter, a specific taxpayer to keep specific other books, 
records, and documents. Such letter directive shall apply: 
 

1.    Only for future reporting periods, and 
2.    Only by express determination of the Tax Collector that such specific recordkeeping 

is necessary due to the inability of the City to conduct an adequate examination of the past 
activities of the taxpayer, which inability resulted from inaccurate or inadequate books, records, 
or documentation maintained by the taxpayer. 

 
3-05-003-0360 RECORDKEEPING; CLAIM OF EXCLUSION, EXEMPTION, DEDUCTION, OR 
CREDIT, DOCUMENTATION, LIABILITY: 
 
A.    All deductions, exclusions, exemptions, and credits provided in this Chapter are conditional 
upon adequate proof and documentation of such as may be required either by this Chapter or 
regulation. 
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B.    Any person who claims and receives an exemption, deduction, exclusion, or credit to which 
he is to entitled under this Chapter, shall be subject to, liable for, and pay the tax on the 
transaction as if the vendor subject to the tax had passed the burden of the payment of the tax 
to the person wrongfully claiming the exemption. A person who wrongfully claimed such 
exemption shall be treated as if he is delinquent in the payment of the tax and shall be subject 
to interest and penalties upon such delinquency. However, if the tax is collected from the vendor 
on such transaction it shall not again be collected from the person claiming the exemption, or if 
collected from the person claiming the exemption it shall not also be collected from the vendor. 
 
3-05-003-0370 INADEQUATE OR UNSUITABLE RECORDS: 
 
In the event the records provided by the taxpayer are considered by the Tax Collector to be 
inadequate or unsuitable to determine the amount of the tax for which such taxpayer is liable 
under the provisions of this Chapter, it is the responsibility of the taxpayer either: 
 
A.    To provide such other records required by this Chapter or regulation; or 
B.    To correct or to reconstruct his records, to the satisfaction of the Tax Collector. 
 
3-05-003-0300 LICENSING REQUIREMENTS: 
 
(A) THE FOLLOWING PERSONS SHALL MAKE APPLICATION TO THE TAX 

COLLECTOR FOR A TRANSACTION PRIVILEGE AND USE TAX LICENSE AND NO 
PERSON SHALL ENGAGE OR CONTINUE IN BUSINESS OR ENGAGE IN SUCH 
ACTIVITIES UNTIL HE SHALL HAVE SUCH A LICENSE: 

 
(1) EVERY PERSON ENGAGING OR CONTINUING IN BUSINESS ACTIVITIES 

WITHIN THE CITY OR TOWN UPON WHICH A TRANSACTION PRIVILEGE 
TAX IS IMPOSED BY THIS CHAPTER. 

(2) EVERY PERSON ENGAGING OR CONTINUING IN BUSINESS WITHIN THE 
CITY OR TOWN AND STORING OR USING TANGIBLE PERSONAL 
PROPERTY IN THIS MUNICIPALITY UPON WHICH A USE TAX IS IMPOSED 
BY THIS CHAPTER. 

(3) (RESERVED) 
 

(B) FOR THE PURPOSE OF DETERMINING WHETHER A TRANSACTION PRIVILEGE 
AND USE TAX LICENSE IS REQUIRED, A PERSON SHALL BE DEEMED TO BE 
"ENGAGING OR CONTINUING IN BUSINESS" WITHIN THE CITY OR TOWN IF: 

 
(1) ENGAGING IN ANY ACTIVITY AS A PRINCIPAL OR BROKER, THE GROSS 

RECEIPTS OF WHICH MAY BE SUBJECT TO TRANSACTION PRIVILEGE 
TAX UNDER DIVISION 3-05-004 OF THIS CHAPTER, OR 

(2) MAINTAINING WITHIN THE CITY OR TOWN DIRECTLY, OR IF A 
CORPORATION BY A SUBSIDIARY, AN OFFICE, DISTRIBUTION HOUSE, 
SALES HOUSE, WAREHOUSE OR OTHER PLACE OF BUSINESS; 
MAINTAINING WITHIN THE CITY OR TOWN DIRECTLY, OR IF A 
CORPORATION BY A SUBSIDIARY, ANY REAL OR TANGIBLE PERSONAL 
PROPERTY; OR HAVING ANY AGENT OR OTHER REPRESENTATIVE 
OPERATING WITHIN THE CITY OR TOWN UNDER THE AUTHORITY OF 
SUCH PERSON, OR IF A CORPORATION BY A  SUBSIDIARY, 
IRRESPECTIVE OF WHETHER SUCH PLACE OF BUSINESS, PROPERTY, 
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OR AGENT OR OTHER REPRESENTATIVE IS LOCATED HERE 
PERMANENTLY OR TEMPORARILY, OR 

(3) SOLICITING SALES, ORDERS, CONTRACTS, LEASES, AND OTHER SIMILAR 
FORMS OF BUSINESS RELATIONSHIPS, WITHIN THE CITY OR TOWN 
FROM CUSTOMERS, CONSUMERS, OR USERS LOCATED WITHIN THE 
CITY OR TOWN, BY MEANS OF SALESMEN, SOLICITORS, AGENTS, 
REPRESENTATIVES, BROKERS, AND OTHER SIMILAR AGENTS OR BY 
MEANS OF CATALOGS OR OTHER ADVERTISING, WHETHER SUCH 
ORDERS ARE RECEIVED OR ACCEPTED WITHIN OR WITHOUT THIS CITY 
OR TOWN. 

(4) A PERSON SHALL ALSO BE DEEMED TO BE "ENGAGING OR CONTINUING 
IN BUSINESS" IF ENGAGING IN ANY ACTIVITY SUBJECT TO USE TAX 
UNDER DIVISION 3-05-006 OF THIS CHAPTER FOR BUSINESS PURPOSES.  
INDIVIDUALS WHO ACQUIRE ITEMS SUBJECT TO USE TAX FOR THEIR 
OWN PERSONAL USE OR THEIR FAMILY'S PERSONAL USE ARE NOT 
REQUIRED TO OBTAIN A LICENSE. 

(5) (RESERVED) 
 
(C) A PERSON ENGAGING IN MORE THAN ONE ACTIVITY SUBJECT TO 

TRANSACTION PRIVILEGE TAX AT ANY ONE BUSINESS LOCATION IS NOT 
REQUIRED TO OBTAIN A SEPARATE LICENSE FOR EACH ACTIVITY, PROVIDED 
THAT, AT THE TIME SUCH PERSON MAKES APPLICATION FOR A LICENSE, HE 
SHALL LIST ON SUCH APPLICATION EACH CATEGORY OF ACTIVITY IN WHICH 
HE IS ENGAGED. 

 
(D) THE LICENSEE SHALL INFORM THE TAX COLLECTOR OF ANY CHANGES IN HIS 

BUSINESS ACTIVITIES, LOCATION, OR MAILING ADDRESS WITHIN THIRTY (30) 
DAYS.  

 
(E) LIMITATION. THE ISSUANCE OF A TRANSACTION PRIVILEGE AND USE TAX 

LICENSE BY THE TAX COLLECTOR SHALL IN NO WAY BE CONSTRUED AS 
PERMISSION TO OPERATE A BUSINESS ACTIVITY IN VIOLATION OF ANY OTHER 
LAW OR REGULATION TO WHICH SUCH ACTIVITY MAY BE SUBJECT.  

 
(F) CASUAL ACTIVITY. FOR THE PURPOSES OF THIS CHAPTER, INDIVIDUALS 

ENGAGING IN A “CASUAL ACTIVITY OR SALE” ARE NOT SUBJECT TO THE 
LICENSE REQUIREMENTS IMPOSED UNDER THIS DIVISION PROVIDED THAT 
THEY ARE ONLY ENGAGED IN PRIVATE SALES ACTIVITIES, SUCH AS THE SALE 
OF A PERSONAL AUTOMOBILE OR GARAGE SALE, ON NO MORE THAN THREE 
SEPARATE OCCASIONS DURING ANY CALENDAR YEAR. 
 

3-05-003-0310 LICENSING: SPECIAL REQUIREMENTS: 
 

(A) PARTNERSHIPS.  APPLICATION FOR A TRANSACTION PRIVILEGE AND USE TAX 
LICENSE FOR A PARTNERSHIP ENGAGING OR CONTINUING IN BUSINESS SHALL 
PROVIDE, AS A MINIMUM, THE NAMES AND ADDRESSES OF ALL GENERAL 
PARTNERS. LICENSES ISSUED TO PERSONS ENGAGING IN BUSINESS AS 
PARTNERS, LIMITED OR GENERAL, SHALL BE IN THE NAME OF THE 
PARTNERSHIP. 
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(B) LIMITED LIABILITY COMPANIES.  APPLICATION FOR A TRANSACTION PRIVILEGE 

AND USE TAX LICENSE FOR A LIMITED LIABILITY COMPANY (LLC) ENGAGING OR 
CONTINUING IN BUSINESS SHALL PROVIDE, AS A MINIMUM, THE NAMES AND 
ADDRESSES OF ALL MEMBERS AND THE MANAGER.  LICENSES ISSUED TO 
PERSONS ENGAGING IN BUSINESS AS LIMITED LIABILITY COMPANIES, SHALL 
BE IN THE NAME OF THE LLC. 

 
(C) CORPORATIONS.  APPLICATION FOR A TRANSACTION PRIVILEGE AND USE TAX 

LICENSE FOR A CORPORATION ENGAGING OR CONTINUING IN BUSINESS 
SHALL PROVIDE, AS A MINIMUM, THE NAMES AND ADDRESSES OF BOTH THE 
CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER OF THE 
CORPORATION.  LICENSES ISSUED TO PERSONS ENGAGING IN BUSINESS AS 
CORPORATIONS SHALL BE IN THE NAME OF THE CORPORATION. 

 
(D) MULTIPLE LOCATIONS OR MULTIPLE BUSINESS NAMES.  A PERSON ENGAGING 

OR CONTINUING IN ONE OR MORE BUSINESSES AT TWO (2) OR MORE 
LOCATIONS OR UNDER TWO (2) OR MORE BUSINESS NAMES SHALL PROCURE 
A LICENSE FOR EACH SUCH LOCATION OR BUSINESS NAME.  A "LOCATION" IS A 
PLACE OF A SEPARATE BUSINESS ESTABLISHMENT. 

 
(E) REAL PROPERTY RENTAL, LEASING, AND LICENSING FOR USE. IN ALL CASES 

THE TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE ISSUED ONLY 
TO THE OWNER OF THE REAL PROPERTY REGARDLESS OF THE OWNER 
ENGAGING A PROPERTY MANAGER OR OTHER BROKER TO OVERSEE THE 
OWNER’S BUSINESS ACTIVITY INCLUDING FILING TAX RETURNS ON BEHALF OF 
THE OWNER. EACH RENTAL PROPERTY THAT CAN BE INDEPENDENTLY SOLD 
OR TRANSFERRED IS DEEMED TO BE A SEPARATE BUSINESS ESTABLISHMENT.  
EACH PLATTED PARCEL OF REAL PROPERTY SUBJECT TO THE TAX IMPOSED 
BY THIS CHAPTER IS DEEMED TO BE A SEPARATE BUSINESS ESTABLISHMENT 
AND REQUIRES A SEPARATE LICENSE, REGARDLESS OF THE NUMBER OF 
RENTAL UNITS LOCATED ON THAT PLATTED PARCEL.  IF ONE STRUCTURE IS 
LOCATED ON MULTIPLE PARCELS IN A MANNER SUCH THAT OWNERSHIP OF AN 
INDIVIDUAL PARCEL CANNOT BE SOLD OR TRANSFERRED WITHOUT 
REQUIRING ALTERATION TO DIVIDE THE STRUCTURE, ONE LICENSE SHALL BE 
REQUIRED FOR ALL AFFECTED PARCELS. 
 

3-05-003-0320 LICENSE FEES; ANNUAL RENEWAL; RENEWAL FEES: 
 

(A) THE TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE VALID UPON 
RECEIPT OF A NON-REFUNDABLE LICENSE FEE OF FORTY-SIX DOLLARS 
($46.00), EXCEPT FOR A LICENSE TO ENGAGE IN THE BUSINESS ACTIVITY OF 
RESIDENTIAL OR COMMERCIAL REAL PROPERTY RENTAL, LEASING, AND 
LICENSING FOR USE AS SEPARATELY IDENTIFIED IN THIS SECTION. THE 
TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE VALID ONLY FOR 
THE CALENDAR YEAR IN WHICH IT IS ISSUED UNLESS RENEWED EACH YEAR 
BY FILING THE APPROPRIATE APPLICATION FOR LICENSE RENEWAL AND 
PAYING AN ANNUAL LICENSE RENEWAL FEE OF ZERO DOLLARS ($0.00) FOR 
EACH LICENSE, SUBJECT TO THE LIMITATIONS IN A.R.S. 42-5005.  SUCH 
ANNUAL RENEWAL FEE SHALL BE DUE AND PAYABLE ON JANUARY 1 OF EACH 
YEAR AND SHALL BE CONSIDERED DELINQUENT IF NOT PAID AND RECEIVED 
ON OR BEFORE THE LAST BUSINESS DAY OF JANUARY.   
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(B) THE TRANSACTION PRIVILEGE AND USE TAX LICENSE TO ENGAGE IN THE 

BUSINESS ACTIVITY OF RESIDENTIAL REAL PROPERTY RENTAL, LEASING, AND 
LICENSING FOR USE SHALL BE VALID ONLY UPON RECEIPT OF A NON-
REFUNDABLE LICENSE FEE OF ZERO DOLLARS ($0.00). THE TRANSACTION 
PRIVILEGE AND USE TAX LICENSE SHALL BE VALID ONLY FOR THE CALENDAR 
YEAR IN WHICH IT IS ISSUED UNLESS RENEWED EACH YEAR BY FILING THE 
APPROPRIATE APPLICATION FOR LICENSE RENEWAL AND PAYING AN ANNUAL 
LICENSE RENEWAL FEE OF ZERO DOLLARS ($0.00) FOR EACH LICENSE, 
SUBJECT TO THE LIMITATIONS IN A.R.S. 42-5005.  SUCH FEE SHALL BE DUE AND 
PAYABLE ON JANUARY 1 OF EACH YEAR AND SHALL BE CONSIDERED 
DELINQUENT IF NOT PAID AND RECEIVED ON OR BEFORE THE LAST BUSINESS 
DAY OF JANUARY. 

 
(C) THE TRANSACTION PRIVILEGE AND USE TAX LICENSE TO ENGAGE IN THE 

BUSINESS ACTIVITY OF COMMERCIAL REAL PROPERTY RENTAL, LEASING, AND 
LICENSING FOR USE SHALL BE VALID ONLY UPON RECEIPT OF A NON-
REFUNDABLE LICENSE FEE OF FORTY-SIX DOLLARS ($46.00). THE 
TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE VALID ONLY FOR 
THE CALENDAR YEAR IN WHICH IT IS ISSUED UNLESS RENEWED EACH YEAR 
BY FILING THE APPROPRIATE APPLICATION FOR LICENSE RENEWAL AND 
PAYING AN ANNUAL LICENSE RENEWAL FEE OF ZERO DOLLARS ($0.00) FOR 
EACH LICENSE, SUBJECT TO THE LIMITATIONS IN A.R.S. 42-5005.  SUCH FEE 
SHALL BE DUE AND PAYABLE ON JANUARY 1 OF EACH YEAR AND SHALL BE 
CONSIDERED DELINQUENT IF NOT PAID AND RECEIVED ON OR BEFORE THE 
LAST BUSINESS DAY OF JANUARY. 

 
3-05-003-0330. LICENSING: DURATION; TRANSFERABILITY; DISPLAY; PENALTIES; 
PENALTY WAIVER; RELICENSING; FEES COLLECTIBLE AS IF TAXES. 

 
(A) THE TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE VALID ONLY 

FOR THE CALENDAR YEAR IN WHICH IT IS ISSUED UNLESS RENEWED EACH 
YEAR BY FILING THE APPROPRIATE APPLICATION FOR LICENSE RENEWAL AND 
PAYING THE APPLICABLE LICENSE RENEWAL FEE FOR EACH LICENSE, 
SUBJECT TO THE LIMITATIONS IN A.R.S. 42-5005.  SUCH FEE SHALL BE DUE AND 
PAYABLE ON JANUARY 1 OF EACH YEAR AND SHALL BE CONSIDERED 
DELINQUENT IF NOT PAID AND RECEIVED ON OR BEFORE THE LAST BUSINESS 
DAY OF JANUARY.  APPLICATION AND PAYMENT OF THE ANNUAL FEE MUST BE 
RECEIVED IN THE TAX COLLECTOR'S OFFICE TO BE DEEMED PAID AND 
RECEIVED. 

 
(B) THE TRANSACTION PRIVILEGE AND USE TAX LICENSE SHALL BE 

NONTRANSFERABLE BETWEEN OWNERS OR LOCATIONS, AND SHALL BE ON 
DISPLAY TO THE PUBLIC IN THE LICENSEE'S PLACE OF BUSINESS. 

 
(C) ANY PERSON REQUIRED TO BE LICENSED UNDER THIS CHAPTER WHO FAILS 

TO OBTAIN A LICENSE ON OR BEFORE CONDUCTING ANY BUSINESS ACTIVITY 
REQUIRING SUCH LICENSE SHALL BE SUBJECT TO THE LICENSE FEES DUE 
FOR EACH YEAR IN BUSINESS PLUS A PENALTY IN THE AMOUNT OF FIFTY 
PERCENT (50%) OF THE APPLICABLE FEE FOR EACH PERIOD OF TIME FOR 
WHICH SUCH FEE WOULD HAVE BEEN IMPOSED, FROM AND AFTER THE DATE 
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ON WHICH SUCH ACTIVITY COMMENCED UNTIL PAID.  THIS PENALTY SHALL BE 
IN ADDITION TO ANY OTHER PENALTY IMPOSED UNDER THIS CHAPTER AND 
MUST BE PAID PRIOR TO THE ISSUANCE OF ANY LICENSE.  LICENSE FEE 
PENALTIES MAY BE WAIVED BY THE TAX COLLECTOR SUBJECT TO THE SAME 
TERMS AS THE WAIVER OF TAX PENALTIES AS PROVIDED FOR IN SECTION 3-
05-005-0540. 

 
(D) ANY LICENSEE WHO FAILS TO RENEW HIS LICENSE ON OR BEFORE THE DUE 

DATE SHALL BE DEEMED TO BE OPERATING WITHOUT A LICENSE FOLLOWING 
SUCH DUE DATE, AND SHALL BE SUBJECT TO ALL PENALTIES IMPOSED UNDER 
THIS CHAPTER AGAINST PERSONS REQUIRED TO BE LICENSED AND 
OPERATING WITHOUT A LICENSE.  THE NON-LICENSED STATUS MAY BE 
REMOVED BY PAYMENT OF THE ANNUAL LICENSE FEE FOR EACH YEAR OR 
PORTION OF A YEAR HE OPERATED WITHOUT A LICENSE, PLUS A LICENSE FEE 
PENALTY OF 50% OF THE LICENSE FEE DUE FOR EACH YEAR.  LICENSE FEE 
PENALTIES MAY BE WAIVED BY THE TAX COLLECTOR SUBJECT TO THE SAME 
TERMS AS THE WAIVER OF TAX PENALTIES AS PROVIDED FOR IN SECTION 3-
05-003-0540. 

 
(E) ANY LICENSEE WHO PERMITS HIS LICENSE TO EXPIRE THROUGH 

CANCELLATION AS PROVIDED IN SECTION 3-05-003-0340, BY HIS REQUEST FOR 
CANCELLATION, BY SURRENDER OF THE LICENSE, OR BY THE CESSATION OF 
THE BUSINESS ACTIVITY FOR WHICH THE LICENSE WAS ISSUED, AND WHO 
THEREAFTER APPLIES FOR A LICENSE, SHALL BE GRANTED A NEW LICENSE AS 
A NEW APPLICANT AND SHALL PAY THE CURRENT LICENSE FEE IMPOSED 
UNDER SECTION 3-05-0320. 

 
(F) ANY LICENSEE WHO NEEDS A COPY OF HIS TRANSACTION PRIVILEGE AND USE 

TAX LICENSE WHICH IS STILL IN EFFECT SHALL BE CHARGED THE CURRENT 
LICENSE FEE FOR EACH REISSUANCE OF A LICENSE. 

 
(G) ANY PERSON CONDUCTING A BUSINESS ACTIVITY SUBJECT TO LICENSING 

WITHOUT OBTAINING A TRANSACTION PRIVILEGE AND USE TAX LICENSE 
SHALL BE LIABLE TO THE CITY FOR ALL APPLICABLE FEES AND PENALTIES AND 
SHALL BE SUBJECT TO THE PROVISIONS OF SECTIONS 3-05-005-0580 AND 3-05-
005-0590, TO THE SAME EXTENT AS IF SUCH FEES AND PENALTIES WERE 
TAXES AND PENALTIES UNDER SUCH SECTIONS. 
 

3-05-003-0340. LICENSING: CANCELLATION; REVOCATION.  
 

(A) CANCELLATION.  THE TAX COLLECTOR MAY CANCEL THE TRANSACTION 
PRIVILEGE AND USE TAX LICENSE OF ANY LICENSEE AS "INACTIVE" IF THE 
TAXPAYER, REQUIRED TO REPORT MONTHLY, HAS NEITHER FILED ANY 
RETURN NOR REMITTED ANY TAXES IMPOSED BY THIS CHAPTER FOR A 
PERIOD OF SIX (6) CONSECUTIVE MONTHS; OR, IF REQUIRED TO REPORT 
QUARTERLY, HAS NEITHER FILED ANY RETURN NOR REMITTED ANY TAXES 
IMPOSED BY THIS CHAPTER FOR TWO (2) CONSECUTIVE QUARTERS; OR, IF 
REQUIRED TO REPORT ANNUALLY, HAS NEITHER FILED ANY RETURN NOR 
REMITTED ANY TAXES IMPOSED BY THIS CHAPTER WHEN SUCH ANNUAL 
REPORT AND TAX ARE DUE TO BE FILED WITH AND REMITTED TO THE TAX 
COLLECTOR. 
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(B) REVOCATION.  IF ANY LICENSEE FAILS TO PAY ANY TAX, INTEREST, PENALTY, 

FEE, OR SUM REQUIRED TO BE PAID UNDER THIS CHAPTER, OR IF SUCH 
LICENSEE FAILS TO COMPLY WITH ANY OTHER PROVISIONS OF THIS CHAPTER, 
THE TAX COLLECTOR MAY REVOKE THE TRANSACTION PRIVILEGE AND USE 
TAX LICENSE OF SAID LICENSEE. 

 
(C) NOTICE AND HEARING.  THE TAX COLLECTOR SHALL DELIVER NOTICE TO 

SUCH LICENSEE OF CANCELLATION OR REVOCATION OF THE TRANSACTION 
PRIVILEGE AND USE TAX LICENSE.  IF THE LICENSEE REQUESTS A HEARING 
WITHIN TWENTY (20) DAYS OF RECEIPT OF SUCH NOTICE, HE SHALL BE 
GRANTED A HEARING BEFORE THE TAX COLLECTOR. 

 
(D) AFTER CANCELLATION OR REVOCATION OF A TAXPAYER'S LICENSE, THE 

TAXPAYER SHALL NOT BE ISSUED A NEW LICENSE UNTIL ALL REPORTS HAVE 
BEEN FILED; ALL FEES, TAXES, INTEREST, AND PENALTIES DUE HAVE BEEN 
PAID; AND HE IS IN COMPLIANCE WITH ALL PROVISIONS OF THIS CHAPTER.  
 

3-05-003-0350. OPERATING WITHOUT A LICENSE.  
 
IT SHALL BE UNLAWFUL FOR ANY PERSON WHO IS REQUIRED BY THIS CHAPTER TO 
OBTAIN A TRANSACTION PRIVILEGE AND USE TAX LICENSE TO ENGAGE IN OR 
CONTINUE IN BUSINESS WITHOUT A LICENSE.  THE TAX COLLECTOR SHALL ASSESS 
ANY DELINQUENCIES IN TAX, INTEREST, AND PENALTIES WHICH MAY APPLY AGAINST 
SUCH PERSON UPON ANY TRANSACTIONS SUBJECT TO THE TAXES IMPOSED BY THIS 
CHAPTER. 
 
3-05-003-0360. RECORDKEEPING REQUIREMENTS. 

 
(A) IT SHALL BE THE DUTY OF EVERY PERSON SUBJECT TO THE TAX IMPOSED BY 

THIS CHAPTER TO KEEP AND PRESERVE SUITABLE RECORDS AND SUCH 
OTHER BOOKS AND ACCOUNTS AS MAY BE NECESSARY TO DETERMINE THE 
AMOUNT OF TAX FOR WHICH HE IS LIABLE UNDER THIS CHAPTER. THE BOOKS 
AND RECORDS MUST CONTAIN, AT A MINIMUM, SUCH DETAIL AND SUMMARY 
INFORMATION AS MAY BE REQUIRED BY THIS DIVISION; OR WHEN RECORDS 
ARE MAINTAINED WITHIN AN ELECTRONIC DATA PROCESSING (EDP) SYSTEM, 
THE REQUIREMENTS ESTABLISHED BY THE ARIZONA DEPARTMENT OF 
REVENUE FOR PRIVILEGE TAX FILINGS WILL BE ACCEPTED. IT SHALL BE THE 
DUTY OF EVERY PERSON TO KEEP AND PRESERVE SUCH BOOKS AND 
RECORDS FOR A PERIOD EQUAL TO THE APPLICABLE LIMITATION PERIOD FOR 
ASSESSMENT OF TAX, AND ALL SUCH BOOKS AND RECORDS SHALL BE OPEN 
FOR INSPECTION BY THE TAX COLLECTOR DURING ANY BUSINESS DAY. 

 
(B) THE TAX COLLECTOR MAY DIRECT, BY LETTER, A SPECIFIC TAXPAYER TO 

KEEP SPECIFIC OTHER BOOKS, RECORDS, AND DOCUMENTS. SUCH LETTER 
DIRECTIVE SHALL APPLY: 

 
(1) ONLY FOR FUTURE REPORTING PERIODS, AND 
(2) ONLY BY EXPRESS DETERMINATION OF THE TAX COLLECTOR THAT 

SUCH SPECIFIC RECORDKEEPING IS NECESSARY DUE TO THE INABILITY 
OF THE TAXING JURISDICTION TO CONDUCT AN ADEQUATE 
EXAMINATION OF THE PAST ACTIVITIES OF THE TAXPAYER, WHICH 
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INABILITY RESULTED FROM INACCURATE OR INADEQUATE BOOKS, 
RECORDS, OR DOCUMENTATION MAINTAINED BY THE TAXPAYER. 

 
3-05-003-0362. RECORDKEEPING: INCOME. 
 
THE MINIMUM RECORDS REQUIRED FOR PERSONS HAVING GROSS INCOME SUBJECT 
TO, OR EXEMPT OR EXCLUDED FROM, TAX BY THIS CHAPTER MUST SHOW: 
 
(A) THE GROSS INCOME OF THE TAXPAYER ATTRIBUTABLE TO ANY ACTIVITY 

OCCURRING IN WHOLE OR IN PART IN THE CITY. 
 
(B) THE GROSS INCOME TAXABLE UNDER THIS CHAPTER, DIVIDED INTO 

CATEGORIES AS STATED IN THE OFFICIAL CITY TAX RETURN. 
 
(C) THE GROSS INCOME SUBJECT TO ARIZONA TRANSACTION PRIVILEGE TAXES, 

DIVIDED INTO CATEGORIES AS STATED IN THE OFFICIAL STATE TAX RETURN. 
 
(D) THE GROSS INCOME CLAIMED TO BE EXEMPT, AND WITH RESPECT TO EACH 

ACTIVITY OR TRANSACTION SO CLAIMED: 
 

(1) IF THE TRANSACTION IS CLAIMED TO BE EXEMPT AS A SALE FOR 
RESALE OR AS A SALE, RENTAL, LEASE, OR LICENSE FOR USE OF 
RENTAL EQUIPMENT: 

 
(A) THE CITY PRIVILEGE LICENSE NUMBER AND STATE TRANSACTION 

PRIVILEGE TAX LICENSE NUMBER OF THE CUSTOMER (OR THE 
EQUIVALENT CITY, IF APPLICABLE, AND STATE TAX NUMBERS OF 
THE CITY AND STATE WHERE THE CUSTOMER RESIDES), AND 

 
(B) THE NAME, BUSINESS ADDRESS, AND BUSINESS ACTIVITY OF THE 

CUSTOMER, AND 
 
(C) EVIDENCE SUFFICIENT TO PERSUADE A REASONABLY PRUDENT 

BUSINESSMAN THAT THE TRANSACTION IS BELIEVED TO BE IN 
GOOD FAITH A PURCHASE FOR RESALE, OR A PURCHASE, 
RENTAL, LEASE, OR LICENSE FOR USE OF RENTAL EQUIPMENT, 
BY THE VENDEE IN THE ORDINARY AND REGULAR COURSE OF 
HIS BUSINESS ACTIVITY, AS PROVIDED BY REGULATION. 

 
(2) IF THE TRANSACTION IS CLAIMED TO BE EXEMPT FOR ANY OTHER 

REASON: 
 

(A) THE NAME, BUSINESS ADDRESS, AND BUSINESS ACTIVITY OF THE 
CUSTOMER, AND 

 
(B) EVIDENCE WHICH WOULD ESTABLISH THE APPLICABILITY OF THE 

EXEMPTION TO A REASONABLY PRUDENT BUSINESSMAN ACTING 
IN GOOD FAITH. ORDINARY BUSINESS DOCUMENTATION WHICH 
WOULD REASONABLY INDICATE THE APPLICABILITY OF AN 
EXEMPTION SHALL BE SUFFICIENT TO RELIEVE THE PERSON ON 
WHOM THE TAX WOULD OTHERWISE BE IMPOSED FROM LIABILITY 
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THEREIN, IF HE ACTS IN GOOD FAITH AS PROVIDED BY 
REGULATION. 

 
(E) WITH RESPECT TO THOSE ALLOWED DEDUCTIONS OR EXCLUSIONS FOR TAX 

COLLECTED OR CHARGES FOR DELIVERY OR OTHER DIRECT CUSTOMER 
SERVICES, WHERE APPLICABLE, EVIDENCE THAT THE DEDUCTIBLE INCOME 
HAS BEEN SEPARATELY STATED AND SHOWN ON THE RECORDS OF THE 
TAXPAYER AND ON INVOICES OR RECEIPTS PROVIDED TO THE CUSTOMER. 
ALL OTHER DEDUCTIONS, EXEMPTIONS, AND EXCLUSIONS SHALL BE 
SEPARATELY SHOWN AND SUBSTANTIATED. 

 
(F) WITH RESPECT TO SPECIAL CLASSES AND ACTIVITIES, SUCH OTHER BOOKS, 

RECORDS, AND DOCUMENTATION AS THE TAX COLLECTOR, BY REGULATION, 
SHALL DEEM NECESSARY FOR SPECIFIC CLASSES OF TAXPAYER BY REASON 
OF THE SPECIALIZED BUSINESS ACTIVITY OF ANY SUCH CLASS. 

 
(G) IN ALL CASES, THE BOOKS AND RECORDS OF THE TAXPAYER SHALL INDICATE 

BOTH INDIVIDUAL TRANSACTION AMOUNTS AND TOTALS FOR EACH 
REPORTING PERIOD FOR EACH CATEGORY OF TAXABLE, EXEMPT, AND 
EXCLUDED INCOME DEFINED BY THIS CHAPTER. 

 
3-05-03-0364. RECORDKEEPING: EXPENDITURES. 

 
THE MINIMUM RECORDS REQUIRED FOR PERSONS HAVING EXPENDITURES, COSTS, 
PURCHASES AND RENTAL OR LEASE OR LICENSE EXPENSES SUBJECT TO, OR 
EXEMPT OR EXCLUDED FROM, TAX BY THIS CHAPTER ARE: 

 
(A) THE TOTAL PRICE OF ALL GOODS ACQUIRED FOR USE OR STORAGE IN THE 

CITY. 
 
(B) THE DATE OF ACQUISITION AND THE NAME AND BUSINESS ADDRESS OF THE 

SELLER OR LESSOR OF ALL GOODS ACQUIRED FOR USE OR STORAGE IN THE 
CITY. 

 
(C) DOCUMENTATION OF TAXES, FREIGHT, AND DIRECT CUSTOMER SERVICE 

LABOR SEPARATELY CHARGED AND PAID FOR EACH PURCHASE, RENTAL, 
LEASE, OR LICENSE. 

 
(D) THE GROSS PRICE OF EACH ACQUISITION CLAIMED AS EXEMPT FROM TAX, 

AND WITH RESPECT TO EACH TRANSACTION SO CLAIMED, SUFFICIENT 
EVIDENCE TO SATISFY THE TAX COLLECTOR THAT THE EXEMPTION CLAIMED 
IS APPLICABLE. 

 
(E) AS APPLICABLE TO EACH TAXPAYER, DOCUMENTATION SUFFICIENT TO THE 

TAX COLLECTOR, SO THAT HE MAY ASCERTAIN: 
 

(1) ALL CONSTRUCTION EXPENDITURES AND ALL PRIVILEGE AND USE 
TAXES CLAIMED PAID, RELATING TO OWNER-BUILDERS AND 
SPECULATIVE BUILDERS. 

(2) DISBURSEMENT OF COLLECTED GRATUITIES AND RELATED PAYROLL 
INFORMATION REQUIRED OF RESTAURANTS. 
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(3) (RESERVED) 
 (A) RESERVED 
 (B) RESERVED 
(4) THE VALIDITY OF ANY CLAIMS OF PROOF OF EXEMPTION. 
(5) A CLAIMED ALTERNATIVE PRIOR VALUE FOR RECONSTRUCTION. 
(6) ALL CLAIMED EXEMPTIONS TO THE USE TAX IMPOSED BY DIVISION 3-05-

006 OF THIS CHAPTER. 
(7) COSTS USED TO COMPUTE THE "COMPUTED CHARGE" CLAIMED FOR 

RETAIL SERVICE AND REPAIR. 
(8) PAYMENTS OF TAX TO THE ARIZONA DEPARTMENT OF 

TRANSPORTATION AND COMPUTATIONS THEREFOR, WHEN A MOTOR-
VEHICLE TRANSPORTER CLAIMS SUCH THE EXEMPTION. 

(9) (RESERVED) 
 

(F) ANY ADDITIONAL DOCUMENTATION AS THE TAX COLLECTOR, BY REGULATION, 
SHALL DEEM NECESSARY FOR ANY SPECIFIC CLASS OF TAXPAYER BY 
REASON OF THE SPECIALIZED BUSINESS ACTIVITY OF SPECIFIC EXEMPTIONS 
AFFORDED TO THAT CLASS OF TAXPAYER. 

 
(G) IN ALL CASES, THE BOOKS AND RECORDS OF THE TAXPAYER SHALL INDICATE 

BOTH INDIVIDUAL TRANSACTION AMOUNTS AND TOTALS FOR EACH 
REPORTING PERIOD FOR EACH CATEGORY OF TAXABLE, EXEMPT, AND 
EXCLUDED EXPENDITURES AS DEFINED BY THIS CHAPTER. 
 

3-05-003-0366. RECORDKEEPING: OUT-OF-CITY AND OUT-OF-STATE SALES. 
 

(A) OUT-OF-CITY SALES. ANY PERSON ENGAGING OR CONTINUING IN A BUSINESS 
WHO CLAIMS OUT-OF-CITY SALES SHALL MAINTAIN AND KEEP ACCOUNTING 
RECORDS OR BOOKS INDICATING SEPARATELY THE GROSS INCOME FROM 
THE SALES OF TANGIBLE PERSONAL PROPERTY FROM SUCH OUT-OF-CITY 
BRANCHES OR LOCATIONS. 

 
(B) OUT-OF-STATE SALES. PERSONS ENGAGED IN A BUSINESS CLAIMING OUT-OF-

STATE SALES SHALL MAINTAIN ACCOUNTING RECORDS OR BOOKS INDICATING 
FOR EACH OUT-OF-STATE SALE THE FOLLOWING DOCUMENTATION: 

 
(1) DOCUMENTATION OF LOCATION OF THE BUYER AT THE TIME OF ORDER 

PLACEMENT; AND 
(2) SHIPPING, DELIVERY, OR FREIGHT DOCUMENTS SHOWING WHERE THE 

BUYER TOOK DELIVERY; AND 
(3) DOCUMENTATION OF INTENDED LOCATION OF USE OR STORAGE OF 

THE TANGIBLE PERSONAL PROPERTY SOLD TO SUCH BUYER. 
 
3-05-003-0370. RECORDKEEPING: CLAIM OF EXCLUSION, EXEMPTION, DEDUCTION, OR 
CREDIT; DOCUMENTATION; LIABILITY. 

 
(A) ALL DEDUCTIONS, EXCLUSIONS, EXEMPTIONS, AND CREDITS PROVIDED IN 

THIS CHAPTER ARE CONDITIONAL UPON ADEQUATE PROOF AND 
DOCUMENTATION OF SUCH AS MAY BE REQUIRED EITHER BY THIS CHAPTER 
OR REGULATION. 
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(B) ANY PERSON WHO CLAIMS AND RECEIVES AN EXEMPTION, DEDUCTION, 

EXCLUSION, OR CREDIT TO WHICH HE IS NOT ENTITLED UNDER THIS 
CHAPTER, SHALL BE SUBJECT TO, LIABLE FOR, AND PAY THE TAX ON THE 
TRANSACTION AS IF THE VENDOR SUBJECT TO THE TAX HAD PASSED THE 
BURDEN OF THE PAYMENT OF THE TAX TO THE PERSON WRONGFULLY 
CLAIMING THE EXEMPTION. A PERSON WHO WRONGFULLY CLAIMED SUCH 
EXEMPTION SHALL BE TREATED AS IF HE IS DELINQUENT IN THE PAYMENT OF 
THE TAX AND SHALL BE SUBJECT TO INTEREST AND PENALTIES UPON SUCH 
DELINQUENCY. HOWEVER, IF THE TAX IS COLLECTED FROM THE VENDOR ON 
SUCH TRANSACTION IT SHALL NOT AGAIN BE COLLECTED FROM THE PERSON 
CLAIMING THE EXEMPTION, OR IF COLLECTED FROM THE PERSON CLAIMING 
THE EXEMPTION IT SHALL NOT ALSO BE COLLECTED FROM THE VENDOR. 

 
3-05-003-0372. PROOF OF EXEMPTION: SALE FOR RESALE; SALE, RENTAL, LEASE, OR 
LICENSE OF RENTAL EQUIPMENT. 
 
A CLAIM OF PURCHASE FOR RESALE OR OF PURCHASE, RENTAL, LEASE, OR LICENSE 
FOR RENT, LEASE, OR LICENSE IS VALID ONLY IF THE EVIDENCE IS SUFFICIENT TO 
PERSUADE A REASONABLY PRUDENT BUSINESSMAN THAT THE PARTICULAR ITEM IS 
BEING ACQUIRED FOR RESALE OR FOR RENTAL, LEASE, OR LICENSE IN THE 
ORDINARY COURSE OF BUSINESS. THE FACT THAT THE ACQUIRING PERSON 
POSSESSES A PRIVILEGE LICENSE NUMBER, AND MAKES A VERBAL CLAIM OF "SALE 
FOR RESALE OR LEASE" OR "LEASE FOR RE-LEASE" DOES NOT MEET THIS BURDEN 
AND IS INSUFFICIENT TO JUSTIFY AN EXEMPTION. THE "REASONABLE EVIDENCE" 
MUST BE EVIDENCE WHICH EXISTS OBJECTIVELY, AND NOT MERELY IN THE MIND OF 
THE VENDOR, THAT THE PROPERTY BEING ACQUIRED IS NORMALLY SOLD, RENTED, 
LEASED, OR LICENSED BY THE ACQUIRING PERSON IN THE ORDINARY COURSE OF 
BUSINESS. FAILURE TO OBTAIN SUCH REASONABLE EVIDENCE AT THE TIME OF THE 
TRANSACTION WILL BE A BASIS FOR DISALLOWANCE OF ANY CLAIMED DEDUCTION 
ON RETURNS FILED FOR SUCH TRANSACTIONS. 
 
3-05-003-0380. INADEQUATE OR UNSUITABLE RECORDS. 
 
IN THE EVENT THE RECORDS PROVIDED BY THE TAXPAYER ARE CONSIDERED BY 
THE TAX COLLECTOR TO BE INADEQUATE OR UNSUITABLE TO DETERMINE THE 
AMOUNT OF THE TAX FOR WHICH SUCH TAXPAYER IS LIABLE UNDER THE 
PROVISIONS OF THIS CHAPTER, IT IS THE RESPONSIBILITY OF THE TAXPAYER 
EITHER: 

 
(A) TO PROVIDE SUCH OTHER RECORDS REQUIRED BY THIS CHAPTER OR 

REGULATION; OR 
 
(B) TO CORRECT OR TO RECONSTRUCT HIS RECORDS, TO THE SATISFACTION OF 

THE TAX COLLECTOR. 
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Section 2:  The following changes shall be effective from and after January 1, 2015: 
 

* * * 
 

DIVISION 3-05-007 
REGULATIONS – PRIVILEGE AND EXCISE TAXES 

 
 
The following regulations are repealed in their entirety: 
 

Reg. 3-5-300.1. WHO MUST APPLY FOR A LICENSE: 

A.    For the purposes of determining whether a license is required under Section 3-05-003-
0300, a person shall be deemed to be "engaged in or continuing in business" within the City, if 
he meets any of the following conditions: 
 

1.    He is engaged in any activity subject to the City’s privilege taxes as principal or 
broker. 

2.    He has or maintains within the City directly, or if a corporation by a subsidiary, an 
office, distribution house, sales house, warehouse or other place of business, or any agent or 
other representative operating within this City under the authority of such person, or if a 
corporation its subsidiary, irrespective of whether such place of business or agent or other 
representative is located here permanently or temporarily or whether such person or subsidiary 
is authorized or licensed to do business in this State or this City. 

3.    He is soliciting sales, orders, contracts, leases, and other similar forms of business 
relationships, within the City from customers, consumers, or users located within the City, by 
means of salesmen, solicitors, agents, representatives, brokers, and other similar agents or by 
means of catalogs or other advertising, whether such orders are received or accepted within or 
without this City. 

4.    He is regularly engaged in any activity subject to the City’s use tax; provided, 
however, that individuals are not normally required to obtain a license because they acquire 
items outside the City for their own or their family’s personal use and enjoyment. 

5.    Reserved. 

B.    Reserved. 

Reg. 3-5-300.2. RESERVED: 

Reg. 3-5-310.1. RESERVED: 

Reg. 3-5-310.2. RESERVED: 

Reg. 3-5-310.3. RESERVED: 

Reg. 3-5-350.1. RECORDKEEPING: INCOME: 

http://www.codepublishing.com/az/flagstaff/html/Flagstaff03/Flagstaff0305003.html#3.05.003.0300
http://www.codepublishing.com/az/flagstaff/html/Flagstaff03/Flagstaff0305003.html#3.05.003.0300
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The minimum records required for persons having gross income subject to, or exempt or 
excluded from, tax by this Chapter must show: 
 
(a)    The gross income of the taxpayer attributable to any activity occurring in whole or in part in 
the City. 
(b)    The gross income taxable under this Chapter, divided into categories as stated in the 
official City tax return. 
(c)    The gross income subject to Arizona Transaction Privilege Taxes, divided into categories 
as stated in the official State tax return. 
(d)    The gross income claimed to be exempt, and with respect to each activity or transaction so 
claimed: 
 

(1)    If the transaction is claimed to be exempt as a sale for resale or as a sale, rental, 
lease, or license for use of rental equipment: 

 
(A)    The City Privilege License number and State Transaction Privilege Tax License number of 
the customer (or the equivalent city, if applicable, and state tax numbers of the city and state 
where the customer resides), and 
 
(B)    The name, business address, and business activity of the customer, and 
 
(C)    Evidence sufficient to persuade a reasonably prudent businessman that the transaction is 
believed to be in good faith a purchase for resale, or a purchase, rental, lease, or license for use 
of rental equipment, by the vendee in the ordinary and regular course of his business activity, as 
provided by Regulation. 
 

(2)    If the transaction is claimed to be exempt for any other reason: 
 

(A)    The name, business address, and business activity of the customer, and 
 
(B)    Evidence which would establish the applicability of the exemption to a reasonably prudent 
businessman acting in good faith. Ordinary business documentation which would reasonably 
indicate the applicability of an exemption shall be sufficient to relieve the person on whom the 
tax would otherwise be imposed from liability therein, if he acts in good faith as provided by 
Regulation. 
 
(e)    With respect to those allowed deductions or exclusions for tax collected or charges for 
delivery or other direct customer services, where applicable, evidence that the deductible 
income has been separately stated and shown on the records of the taxpayer and on invoices 
or receipts provided to the customer. All other deductions, exemptions, and exclusions shall be 
separately shown and substantiated. 
 
(f)    With respect to special classes and activities, such other books, records, and 
documentation as the Tax Collector, by regulation, shall deem necessary for specific classes of 
taxpayer by reason of the specialized business activity of any such class. 
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(g)    In all cases, the books and records of the taxpayer shall indicate both individual 
transaction amounts and totals for each reporting period for each category of taxable, exempt, 
and excluded income defined by this Chapter. 
 
Reg. 3-5-350.2. RECORDKEEPING: EXPENDITURES: 
 
The minimum records required for persons having expenditures, costs, purchases and rental or 
lease or license expenses subject to, or exempt or excluded from, tax by this chapter are: 
 
A.    The total price of all goods acquired for use or storage in the City. 
 
B.    The date of acquisition and the name and business address of the seller or lessor of all 
goods acquired for use or storage in the City. 
 
C.    Documentation of taxes, freight, and direct customer service labor separately charged and 
paid for each purchase, rental, lease, or license. 
 
D.    The gross price of each acquisition claimed as exempt from tax, and with respect to each 
transaction so claimed, sufficient evidence to satisfy the Tax Collector that the exemption 
claimed is applicable. 
 
E.    As applicable to each taxpayer, documentation sufficient to the Tax Collector, so that he 
may ascertain: 

 
1.    All construction expenditures and all privilege and use taxes claimed paid, relating 

to owner-builders and speculative builders. 
2.    Disbursement of collected gratuities and related payroll information required of 

restaurants. 
3.    Reserved. 

 
a.    Reserved. 
b.    Reserved. 
 

4.    The validity of any claims of proof of exemption, as provided by regulation. 
5.    A claimed alternative prior value for reconstruction. 
6.    All claimed exemptions to the use tax imposed by Division 3-05-006. 
7.    Costs used to compute the "computed charge" claimed for retail service and repair. 
8.    Payments of tax to the Arizona Department of Transportation and computations 

therefor, when a motor vehicle transporter claims such exemption. 
9.    Reserved. 

 
F.    Any additional documentation as the Tax Collector, by regulation, shall deem necessary for 
any specific class of taxpayer by reason of the specialized business activity of specific 
exemptions afforded to that class of taxpayer. 
G.    In all cases, the books and records of the taxpayer shall indicate both individual transaction 
amounts and totals for each reporting period for each category of taxable, exempt, and 
excluded expenditures as defined by this chapter. 
 
REGULATION 3-5-350.3 RECORDKEEPING: OUT-OF-CITY AND OUT-OF-STATE SALES 
 

http://www.codepublishing.com/az/flagstaff/html/Flagstaff03/Flagstaff0305006.html#3.05.006
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A.    Out-of-City Sales. Any person engaging or continuing in a business who claims out-of-City 
sales shall maintain and keep accounting records or books indicating separately the gross 
income from the sales of tangible personal property from such out-of-City branches or locations. 
 
B.    Out-of-State sales. Persons engaged in a business claiming out-of-State sales shall 
maintain accounting records or books indicating for each out-of-State sale the following 
documentation: 
 

1.    Documentation of location of the buyer at the time of order placement; and 
2.    Shipping, delivery, or freight documents showing where the buyer took delivery; and 
3.    Documentation of intended location of use or storage of the tangible personal 

property sold to such buyer. 
 
Reg. 3-5-360.1. PROOF OF EXEMPTION: SALE FOR RESALE; SALE, RENTAL, LEASE, OR 
LICENSE OF RENTAL EQUIPMENT: 
 
A claim of purchase for resale or of purchase, rental, lease, or license for rent, lease, or license 
is valid only if the evidence is sufficient to persuade a reasonably prudent businessman that the 
particular item is being acquired for resale or for rental, lease, or license in the ordinary course 
of business. The fact that the acquiring person possesses a Privilege License number, and 
makes a verbal claim of "sale for resale or lease" or "lease for re-lease" does not meet this 
burden and is insufficient to justify an exemption. The "reasonable evidence" must be evidence 
which exists objectively, and not merely in the mind of the vendor, that the property being 
acquired is normally sold, rented, leased, or licensed by the acquiring person in the ordinary 
course of business. Failure to obtain such reasonable evidence at the time of the transaction will 
be a basis for disallowance of any claimed deduction on returns filed for such transactions. 
 
Reg. 3-5-360.2. PROOF OF EXEMPTION: EXEMPTION CERTIFICATE: 
 
For the purpose of proof of exemption, in transactions other than those in which the proof is set 
by standard documentation as detailed in Regulations 3-5-350.1 and 3-5-360.1, the minimum 
acceptable proof and documentation for each transaction shall be the completion, at the time of 
the transaction, in all material respects, of a certificate containing all the information set forth 
below. For the purpose of validating the vendor’s claim of exemption, such certificate is 
sufficient if executed by any person with apparent authority to act for the customer, and the 
information provided validates the claim. 
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Section 3:  The following changes shall be effective from and after May 2, 2013: 
 

* * * 
 

DIVISION 3-05-004 
PRIVILEGE TAXES 

 
3-05-004-0475 TRANSPORTING FOR HIRE: 
 
The tax rate shall be at an amount equal to two and fifty-one thousandths percent (2.051%) of 
the gross income from the business activity upon every person engaging or continuing in the 
business of providing the following forms of transportation for hire from this City to another point 
within the State: 

A.   TRANSPORTING OF PERSONS OR PROPERTY BY RAILROAD; PROVIDED, 
HOWEVER, THAT THE TAX IMPOSED BY THIS SUBSECTION SHALL NOT APPLY TO 
TRANSPORTING FREIGHT OR PROPERTY FOR HIRE BY A RAILROAD OPERATING 
EXCLUSIVELY IN THIS STATE IF THE TRANSPORTATION COMPRISES A PORTION OF A 
SINGLE SHIPMENT OF FREIGHT OR PROPERTY, INVOLVING MORE THAN ONE 
RAILROAD, EITHER FROM A POINT IN THIS STATE TO A POINT OUTSIDE THIS STATE 
OR FROM A POINT OUTSIDE THIS STATE TO A POINT IN THIS STATE. FOR PURPOSES 
OF THIS PARAGRAPH, "A SINGLE SHIPMENT" MEANS THE TRANSPORTATION THAT 
BEGINS AT THE POINT AT WHICH ONE OF THE RAILROADS FIRST TAKES POSSESSION 
OF THE FREIGHT OR PROPERTY AND CONTINUES UNTIL THE POINT AT WHICH ONE 
OF THE RAILROADS RELINQUISHES POSSESSION OF THE FREIGHT OR PROPERTY TO 
A PARTY OTHER THAN ONE OF THE RAILROADS. 

B.    Transporting of oil or natural or artificial gas through pipe or conduit. 

C.    Transporting of property by aircraft. 

D.    Transporting of persons or property by motor vehicle, including towing and the operation of 
private car lines, as such are defined in Article III, Chapter 4, Title 42, Arizona Revised Statutes; 
provided, however, that the tax imposed by this subsection shall not apply to: 

1.    Gross income subject to the tax imposed by Article VI, Chapter 9, Title 28, 
Arizona Revised Statutes. 

2.    Gross income derived from the operation of a governmentally adopted and 
controlled program to provide urban mass transportation. 

3.    Reserved. 
4.    Reserved. 

 
E.    Reserved. 

F.    Deductions or Exemptions. The gross proceeds of sales or gross income derived from the 
following sources is exempt from the tax imposed by this section: 

1.    Income that is specifically included as the gross income of a business 
activity upon which another section of this division (Article IV of the City Tax Code) 
imposes a tax that is separately stated to the customer and is taxable to the person 

http://www.codepublishing.com/cgi-bin/ars.pl?cite=42
http://www.codepublishing.com/cgi-bin/ars.pl?cite=28
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engaged in that classification not to exceed consideration paid to the person conducting 
the activity. 

 
2.    Income from arranging amusement or transportation when the amusement 

or transportation is conducted by another person not to exceed consideration paid to the 
amusement or transportation business. 
 

G.    The tax imposed by this section shall not include arranging transportation as a 
convenience to a person’s customers if that person is not otherwise engaged in the business of 
transporting persons, freight or property for hire. This exception does not apply to businesses 
that dispatch vehicles pursuant to customer orders and send the billings and receive the 
payments associated with that activity, including when the transportation is performed by third 
party independent contractors. For the purposes of this subsection, "arranging" includes billing 
for or collecting transportation charges from a person’s customers on behalf of the persons 
providing the transportation. 

 
 
 


	3-05-003-0300 LICENSING REQUIREMENTS:
	3-05-003-0305 SPECIAL LICENSING REQUIREMENTS:
	3-05-003-0310 LICENSING; DURATION OF LICENSE, TRANSFERABILITY, DISPLAY:
	3-05-003-0315 RESERVED:
	3-05-003-0320 LICENSING; CANCELLATION, REVOCATION:
	3-05-003-0330 OPERATING WITHOUT A LICENSE:
	3-05-003-0350 RECORDKEEPING REQUIREMENTS:
	3-05-003-0360 RECORDKEEPING; CLAIM OF EXCLUSION, EXEMPTION, DEDUCTION, OR CREDIT, DOCUMENTATION, LIABILITY:
	3-05-003-0370 INADEQUATE OR UNSUITABLE RECORDS:
	3-05-004-0475 TRANSPORTING FOR HIRE:

