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. 8 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and 0370 are repealed.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300.1; 300.2; 310.1; 310.2; 310.3; 350.1; 350.2; 350.3; 360.1; 360.2 are repealed in their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 Il — 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The following Sections are repealed in their entirety:
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3-05-003-0300 LICENSING REQUIREMENTS:

(A)

(B)

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)

(2)

®3)

EVERY PERSON ENGAGING OR CONTINUING IN BUSINESS ACTIVITIES
WITHIN THE CITY OR TOWN UPON WHICH A TRANSACTION PRIVILEGE
TAX IS IMPOSED BY THIS CHAPTER.

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.

(RESERVED)

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)

(2)

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

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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(©)

(D)

(E)

(F)

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)

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.

THE LICENSEE SHALL INFORM THE TAX COLLECTOR OF ANY CHANGES IN HIS
BUSINESS ACTIVITIES, LOCATION, OR MAILING ADDRESS WITHIN THIRTY (30)
DAYS.

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.

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)

(©)

(D)

(E)

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.

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.

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.

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.

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)

(B)

(©)

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.

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.

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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(D)

(E)

(F)

(G)

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.

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.

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.

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.

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)

(©)

(D)

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.

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.

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)

(B)

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.

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.

©) 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:

(2) 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

©) 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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(E)

(F)

(G)

THEREIN, IF HE ACTS IN GOOD FAITH AS PROVIDED BY
REGULATION.

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.

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.

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)

(B)

(©)

(D)

(E)

THE TOTAL PRICE OF ALL GOODS ACQUIRED FOR USE OR STORAGE IN THE
CITY.

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.

DOCUMENTATION OF TAXES, FREIGHT, AND DIRECT CUSTOMER SERVICE
LABOR SEPARATELY CHARGED AND PAID FOR EACH PURCHASE, RENTAL,
LEASE, OR LICENSE.

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.

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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(F)

(G)

(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.

(99  (RESERVED)

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.

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)

(B)

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.

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.



RESOLUTION NO. 2015-15 PAGE 14

(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:

* k%

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

The following regulations are repealed in their entirety:
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INVALID UNLESS COMPLETED IN FULL

VENDOR'S NAME Sales Invoice No.

Customer's Exemption Claim
City of Flagstaff Privilege License (Sales) Tax

Customer's Business Name:

Customer's Business Address:

Specific Business Activity:
(e.g., if retailer, lessor, or
manufacturer, specify items
leased, sold or made, i.e.,
cars, computers, clothes, etc.)

Customer's License Nos. City: State:

ITEMS CLAIMED AS EXEMPT FROM TAX

: All Items on This Invoice or Purchase Order.
or
: Only Those Items marked with An "E".

REASON FOR CLAIMED EXEMPTION:

: The items claimed as exempt are sold, rented, leased, or licensed by the
above named customer in the normal course of its business activity.
or

The items claimed as exempt are exempt from the City of Flagstaff
Privilege Tax for the following specific reason(s):

CUSTOMER'S CERTIFICATE

| certify that the above information is accurate to the best of my information and belief, and that |
am authorized by the Customer above to acquire the items claimed as exempt on a tax-free basis
on its behalf. | further understand that the making of a false or fraudulent claim to obtain a tax
exemption is a Class One Misdemeanor under City Code Section 3-05-005-0580.

Name Date

Title
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Section 3: The following changes shall be effective from and after May 2, 2013:

* k%

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 Ill, 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
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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.
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