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To: Neighborhood Advisory Commission
From: Adam Yaron, Commission Liaison

Through: Erin Perreault, AICP, Long Range Planning Manager

CC: Kelly Corsette, Communications and Public Affairs Director
Date: September 19, 2018
Re: Vacation / Short-Term Rental Communication Plan

This memorandum presents an opportunity for the Neighborhood Advisory Commission to
endorse and sponsor a communication plan to Scottsdale residents and operators of Vacation /
Short-Term Rentals.

BACKGROUND

In January 2017 Senate Bill 1350 (Enclosure 1) legislated that “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”. In Scottsdale, this meant that no zoning regulations could be placed on these uses
that would be inconsistent with the State Statue and with local zoning regulations for single-
family or multi-family dwelling units.

Since this legislation went into effect, Scottsdale residents have voiced a growing number of
concerns regarding the operational impacts of this use on local neighborhoods (noise, parking,
nuisance, etc.).

Additionally, at the end of the NAC 2018 “Sunset Review” process by the City Council Audit
Committee, Committee members suggested that the NAC explore how to manage the
unintended pressures that vacation / short-term rentals bring to local neighborhoods.
(Enclosure 2)

SCOTTSDALE’S HOUSING TENURE

According to 2012-2016 American Community Survey estimates Scottsdale has a total housing
unit count of 130,007 housing units. Of that total, 53% (69,204) are owner occupied, 27% (35,
920) are renter occupied, and 12% (15, 898) are occupied seasonally — the balance is made up
in vacant housing units.

Pursuant to Arizona Revised Statutes 33-1902, requires that all properties that are rented,
regardless of their term, be registered with the County Assessor. As of the date of this report,
9,227 properties are registered in Scottsdale.



Scottsdale, since its incorporation, has been a community that has benefited from its large
seasonal resident and tourist populations that contribute significantly to the community’s
economy. Consequently, vacation/short term rentals have provided additional housing options
for these visitors. Although not in all cases, some of these options have directly impacted local
neighborhoods. Therefore, monitoring and enforcement of rentals of all types could assist in
mitigating adverse impacts to Scottsdale neighborhoods while enhancing both transaction
privilege tax and bed tax revenue available to the city.

VACATION / SHORT-TERM RENTAL COMMUNICATION PLAN

Commission staff consulted with the city’s Office of Communication to establish a draft
communication strategy to develop community awareness regarding residential rentals in
Scottsdale. (Enclosure 3)

The objectives are threefold:
e Advise owners of all rental properties about their legal requirements
e Encourage owners of rental properties to follow the rules and ensure their renters are
good neighbors
e Educate residents about what the city can and cannot do related to rental properties

DISCUSSION AND POSSIBLE ACTION

A. Approve the draft communication plan as proposed by staff;

B. Modify the proposed draft communication plan with input from the Neighborhood
Advisory Commission; or,

C. Explore alternative measures to bring awareness to residents and operators regarding
residential rentals in Scottsdale.

Enclosure:

1) Senate Bill 1350

2) 2018 NAC City Council Audit Committee Meeting Minutes

3) Draft Communication Plan Regarding Rentals in Scottsdale
4) Vacation/Short-Term Rental Q & A

5) 8/1/2018 Scottsdale Independent Article on Senate Bill 1350



ENCLOSURE 1

Senate Engrossed

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 SECTIONS 42-1108, 42-2003,
42-5001, 42-5005, 42-5009, 42-5014 AND 42-5070, ARIZONA REVISED STATUTES;
AMENDING TITLE 42, CHAPTER 6, ARTICLE 1, ARIZONA REVISED STATUTES, BY ADDING
SECTION 42-6009; 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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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 requlation of vacation rentals; state

preemption; definitions

A. A CITY OR TOWN MAY NOT PROHIBIT VACATION RENTALS OR SHORT-TERM
RENTALS, RESTRICT THE USE OF VACATION RENTALS OR SHORT-TERM RENTALS OR
REGULATE VACATION RENTALS OR SHORT-TERM RENTALS BASED SOLELY ON THEIR
CLASSIFICATION, USE OR OCCUPANCY.

B. NOTWITHSTANDING SUBSECTION A OF THIS SECTION, A CITY OR TOWN MAY
REGULATE VACATION RENTALS IF THE REGULATION IS NARROWLY TAILORED TO PROTECT
THE PUBLIC HEALTH AND SAFETY AND IS FOR THE FOLLOWING PURPOSES:

1. PROTECTION OF THE PUBLIC’S HEALTH AND SAFETY, AS DEFINED IN TITLE
12, CHAPTER 8, ARTICLE 2.1, INCLUDING RULES AND REGULATIONS RELATED TO FIRE
AND BUILDING CODES, HEALTH AND SANITATION, TRANSPORTATION OR TRAFFIC CONTROL,
SOLID OR HAZARDOUS WASTE AND POLLUTION CONTROL.

2. LIMITING OR PROHIBITING THE USE OF A VACATION RENTAL FOR THE
PURPOSES OF HOUSING SEX OFFENDERS, SELLING ILLEGAL DRUGS, LIQUOR CONTROL OR
PORNOGRAPHY, OBSCENITY, NUDE OR TOPLESS DANCING AND OTHER ADULT-ORIENTED
BUSINESSES.

C. FOR THE PURPOSES OF THIS SECTION, "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.

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; state

preemption; definitions

A. A COUNTY MAY NOT PROHIBIT VACATION RENTALS OR SHORT-TERM RENTALS,
RESTRICT THE USE OF VACATION RENTALS OR SHORT-TERM RENTALS OR REGULATE
VACATION RENTALS OR SHORT-TERM RENTALS BASED SOLELY ON THEIR CLASSIFICATION,
USE OR OCCUPANCY.

B. NOTWITHSTANDING SUBSECTION A OF THIS SECTION, A COUNTY MAY REGULATE
VACATION RENTALS IF THE REGULATION IS NARROWLY TAILORED TO PROTECT THE PUBLIC
HEALTH AND SAFETY AND IS FOR THE FOLLOWING PURPOSES:

1. PROTECTION OF THE PUBLIC’S HEALTH AND SAFETY, AS DEFINED IN TITLE
12, CHAPTER 8, ARTICLE 2.1 INCLUDING RULES AND REGULATIONS RELATED TO FIRE
AND BUILDING CODES, HEALTH AND SANITATION, TRANSPORTATION OR TRAFFIC CONTROL,
SOLID OR HAZARDOUS WASTE AND POLLUTION CONTROL.

2. LIMITING OR PROHIBITING THE USE OF A VACATION RENTAL FOR THE
PURPOSES OF HOUSING SEX OFFENDERS, SELLING ILLEGAL DRUGS, LIQUOR CONTROL OR
PORNOGRAPHY, OBSCENITY, NUDE OR TOPLESS DANCING AND OTHER ADULT-ORIENTED
BUSINESSES.
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C. FOR THE PURPOSES OF THIS SECTION, "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.

Sec. 3. Section 42-1108, Arizona Revised Statutes, is amended to read:

42-1108. Audit; deficiency assessments

A. If a taxpayer fails to file a return required by this title or
title 43, or if the department is not satisfied with the return or payment of
the amount of tax required to be paid under either title, the department may
examine any return, including any books, papers, records or memoranda
relating to the return, to determine the correct amount of tax. This
examination must occur within the time periods prescribed by section 42-1104
and may be accomplished through a detailed review of transactions or records
or by a statistically valid sampling method.

B. The department shall give the taxpayer written notice of its
determination of a deficiency by mail, and the deficiency, plus penalties and
interest, is final forty-five days from the date of receipt of the notice to
the taxpayer unless an appeal is taken to the department. For individual
income tax the period is ninety days from the date of mailing. 1In the case
of a joint income tax return, the notice may be a single joint notice mailed
to the Tast known address, but if either spouse notifies the department that
separate residences have been established, the department shall mail
duplicate originals of the joint notice to each spouse.

C. 1If a deficiency is determined and the assessment becomes final, the
department shall mail notice and demand to the taxpayer for the payment of
the deficiency. Notwithstanding section 42-1125, subsection E, the
deficiency assessed is due and payable at the expiration of ten days from the
date of the notice and demand.

D. A certificate by the department of the mailing of the notices
specified in this section is prima facie evidence of the assessment of the
deficiency and the giving of the notices.

E. Any amount of tax in excess of that disclosed by the return due to
a mathematical error or failure of the taxpayer to properly compute the
liability based on the taxable income reported on the return, notice of which
has been mailed to the taxpayer, is not a deficiency assessment within the
meaning of this section. The taxpayer may not protest or appeal as in the
case of a deficiency assessment, based on such notice, and the assessment or
collection of the amount of tax erroneously omitted in the return is not
prohibited by this article.

F. AN ONLINE LODGING MARKETPLACE, ITS RETURNS, INCLUDING ANY
SUPPORTING DOCUMENTS, AND ITS PAYMENTS OF TAXES TO THE DEPARTMENT PURSUANT TO
CHAPTERS 5 AND 6 OF THIS TITLE SHALL BE SUBJECT TO AUDIT BY THE
DEPARTMENT. AUDITS OF AN ONLINE LODGING MARKETPLACE SHALL BE CONDUCTED
SOLELY ON THE BASIS OF THE ONLINE LODGING MARKETPLACE'S TAXPAYER
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IDENTIFICATION NUMBER AND MAY NOT BE CONDUCTED DIRECTLY OR INDIRECTLY ON ANY
INDIVIDUAL ONLINE LODGING OPERATOR OR ANY OCCUPANT TO WHOM LODGINGS ARE
FURNISHED THROUGH AN ONLINE LODGING TRANSACTION FACILITATED BY THE ONLINE
LODGING MARKETPLACE. AN ONLINE LODGING OPERATOR IS NOT REQUIRED TO DISCLOSE
ANY PERSONALLY IDENTIFIABLE INFORMATION RELATING TO ANY ONLINE LODGING
OPERATOR OR OCCUPANT TO WHOM LODGINGS ARE FURNISHED IN EXCHANGE FOR A CHARGE
FOR OCCUPANCY. THE DEPARTMENT SHALL ISSUE ALL AUDIT ASSESSMENTS ON BEHALF OF
ALL TAXING JURISDICTIONS IN A SINGLE NOTICE TO THE ONLINE LODGING
MARKETPLACE. APPEALS OF AUDIT ASSESSMENTS SHALL BE DIRECTED TO THE
DEPARTMENT AND SHALL BE ADMINISTERED PURSUANT TO ARTICLE 6 OF THIS
CHAPTER. FOR THE PURPOSES OF THIS SUBSECTION, "ONLINE LODGING MARKETPLACE",
"ONLINE LODGING OPERATOR"™ AND "ONLINE LODGING TRANSACTION" HAVE THE SAME
MEANINGS PRESCRIBED IN SECTION 42-5001.

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.

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

B. Confidential information may be disclosed to:

1. Any employee of the department whose official duties involve tax
administration.
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2. The office of the attorney general solely for 1its wuse 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 Tliquor Tlicenses and control for its use 1in
determining whether a spirituous Tiquor Ticensee has paid all transaction
privilege taxes and affiliated excise taxes incurred as a result of the sale
of spirituous Tliquor, as defined in section 4-101, at the 1licensed
establishment and imposed on the Ticensed establishments by this state and
its political subdivisions.

4. Other 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 Timited 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.

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.

_4_
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(c) The collection of the taxpayer's civil Tiability.

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 c¢ivil or criminal Tiability, or the collection of the
taxpayer's civil liability, 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.
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(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 Tocate the
persons after reasonable effort.

E. The department, on the request of any person, shall provide the
names and addresses of bingo licensees 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 accessible pursuant to section 42-1124, subsection F and
section 42-3401.

F. A department employee, 1in 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 Taws.

G. If an organization 1is 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 letter 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
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
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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 Tegislative income tax credit review committee, the joint
legislative 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 Taw enforcement agencies for law enforcement
purposes.

L. The department may provide transaction privilege tax Ticense
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 upen ON a showing of good
cause and that the party seeking the information has made demand upen 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.

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.
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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 Taw 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 judge 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 Tiability
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 Tocal agencies for the purposes of enforcement of
corresponding laws of other states.

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
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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 42-5001, 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 42-5001, Arizona Revised Statutes, is amended to read:

42-5001. Definitions

In this article and article 2 of this chapter, unless the context
otherwise requires:

1. "Business"™ includes all activities or acts, personal or corporate,
engaged in or caused to be engaged in with the object of gain, benefit or
advantage, either directly or indirectly, but does not include either:

(a) Casual activities or sales.

(b) The transfer of electricity from a solar photovoltaic generation
system to an electric utility distribution system.

2. "Distribution base" means the portion of the revenues derived from
the tax levied by this article and articles 5 and 8 of this chapter
designated for distribution to counties, municipalities and other purposes
according to section 42-5029, subsection D.

3. "Engaging", when used with reference to engaging or continuing in
business, includes the exercise of corporate or franchise powers.
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4. "Gross income" means the gross receipts of a taxpayer derived from
trade, business, commerce or sales and the value proceeding or accruing from
the sale of tangible personal property or service, or both, and without any
deduction on account of losses.

5. "Gross proceeds of sales"™ means the value proceeding or accruing
from the sale of tangible personal property without any deduction on account
of the cost of property sold, expense of any kind or losses, but cash
discounts allowed and taken on sales are not included as gross income.

6. "Gross income" and "gross proceeds of sales"™ do not include goods,
wares or merchandise, or value thereof, returned by customers if the sale
price is refunded either in cash or by credit, nor the value of merchandise
traded in on the purchase of new merchandise when the trade-in allowance is
deducted from the sales price of the new merchandise before completion of the
sale.

7. "Gross receipts” means the total amount of the sale, Tlease or
rental price, as the case may be, of the retail sales of retailers, including
any services that are a part of the sales, valued in money, whether received
in money or otherwise, including all receipts, cash, credits and property of
every kind or nature, and any amount for which credit is allowed by the
seller to the purchaser without any deduction from the amount on account of
the cost of the property sold, materials used, labor or service performed,
interest paid, losses or any other expense. Gross receipts do not include
cash discounts allowed and taken nor the sale price of property returned by
customers if the full sale price is refunded either in cash or by credit.

8. "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.

9. "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.

10. "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.

11. "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.

8- 12. "Person" or "company" includes an individual, firm,
partnership, joint venture, association, corporation, estate or trust, this
state, any county, city, town, district, other than a school district, or
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other political subdivision and any other group or combination acting as a
unit, and the plural as well as the singular number.

9- 13. "Qualifying community health center™:

(a) Means an entity that 1is recognized as nonprofit under section
501(c)(3) of the United States internal revenue code, that 1is a
community-based, primary care clinic that has a community-based board of
directors and that is either:

(i) The sole provider of primary care in the community.

(ii) A nonhospital affiliated clinic that is Tocated in a federally
designated medically underserved area in this state.

(b) Includes <clinics that are being constructed as qualifying
community health centers.

16~ 14. "Qualifying health care organization"” means an entity that is
recognized as nonprofit under section 501(c) of the United States internal
revenue code and that uses, saves or invests at least eighty per cent of all
monies that it receives from all sources each year only for health and
medical related educational and charitable services, as documented by annual
financial audits prepared by an independent certified public accountant,
performed according to generally accepted auditing standards and filed
annually with the department. Monies that are used, saved or invested to
lease, purchase or construct a facility for health and medical related
education and charitable services are included in the eighty per cent
requirement.

+H-—- 15. "Qualifying health sciences educational institution"” means an
entity that is recognized as nonprofit under section 501(c) of the United
States internal revenue code and that solely provides graduate and
postgraduate education in the health sciences. For the purposes of this
paragraph, "health sciences" includes medicine, nursing, physician's
assistant studies, pharmacy, physical therapy, occupational therapy,
biomedical sciences, podiatry, clinical psychology, cardiovascular science,
nurse anesthesia, dentistry, optometry and veterinary medicine.

+2- 16. "Qualifying hospital™ means any of the following:

(a) A Tlicensed hospital whieh THAT 1is organized and operated
exclusively for charitable purposes, no part of the net earnings of which
inures to the benefit of any private shareholder or individual.

(b) A Ticensed nursing care institution or a Ticensed residential care
institution or a residential care facility operated in conjunction with a
licensed nursing care institution or a Ticensed kidney dialysis center, which
provides medical services, nursing services or health related services and is
not used or held for profit.

(c) A hospital, nursing care institution or residential care
institution whieh THAT is operated by the federal government, this state or a
political subdivision of this state.

(d) A facility that is under construction and that on completion will
be a facility under subdivision (a), (b) or (c) of this paragraph.
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13-~ 17. "Retailer" 1includes every person engaged in the business
classified under the retail classification pursuant to section 42-5061 and,
when in the opinion of the department it is necessary for the efficient
administration of this article, includes dealers, distributors, supervisors,
employers and salesmen, representatives, peddlers or canvassers as the agents
of the dealers, distributors, supervisors or employers under whom they
operate or from whom they obtain the tangible personal property sold by them,
whether in making sales on their own behalf or on behalf of the dealers,
distributors, supervisors or employers.

4 18. "Sale"™ means any transfer of title or possession, or both,
exchange, barter, lease or rental, conditional or otherwise, in any manner or
by any means whatever, including consignment transactions and auctions, of
tangible personal property or other activities taxable under this chapter,
for a consideration, and includes:

(a) Any transaction by which the possession of property is transferred
but the seller retains the title as security for the payment of the price.

(b) Fabricating tangible personal property for consumers who furnish
either directly or indirectly the materials used in the fabrication work.

(c) Furnishing, preparing or serving for a consideration any tangible
personal property consumed on the premises of the person furnishing,
preparing or serving the tangible personal property.

15—~ 19. "Solar daylighting” means a device that is specifically
designed to capture and redirect the visible portion of the solar beam, while
controlling the infrared portion, for use in illuminating interior building
spaces in lieu of artificial Tighting.

16~ 20. "Solar energy device”™ means a system or series of mechanisms
designed primarily to provide heating, to provide cooling, to produce
electrical power, to produce mechanical power, to provide solar daylighting
or to provide any combination of the foregoing by means of collecting and
transferring solar generated energy into such uses either by active or
passive means, including wind generator systems that produce electricity.
Solar energy systems may also have the capability of storing solar energy for
future use. Passive systems shall clearly be designed as a solar energy
device, such as a trombe wall, and not merely as a part of a normal
structure, such as a window.

7~ 21. "Tangible personal property"” means personal property which
THAT may be seen, weighed, measured, felt or touched or THAT is in any other
manner perceptible to the senses.

18- 22. "Tax year" or "taxable year" means either the calendar year
or the taxpayer's fiscal year, if permission is obtained from the department
to use a fiscal year as the tax period instead of the calendar year.

19~ 23. "Taxpayer™ means any person who is liable for any tax whiech
THAT is imposed by this article.

24. "UNAFFILIATED THIRD PARTY" MEANS A PERSON THAT IS NOT OWNED OR
CONTROLLED, DIRECTLY OR INDIRECTLY, BY THE SAME INTERESTS.
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20~ 25. "Wholesaler" or "jobber" means any person who sells tangible
personal property for resale and not for consumption by the purchaser.

Sec. 6. 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 1is imposed by this article and who
desires to engage or continue in business shall apply to the department for
an annual transaction privilege tax Ticense 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 license accompanied by a fee
of up to fifty dollars, as established by ordinance of the city or town. The
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 following 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 Ticense 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 Tlicense 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 license and the municipal privilege
tax license are not transferable on a complete change of ownership or change
of Tocation of the business. For the purposes of this subsection:
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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 lTicensee 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 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.

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
privilege tax 1license for each location or business name regardless of
whether all Tocations or business names are reported on a consolidated return
under a single transaction privilege tax Tlicense 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 1license for each Tlocation 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
locations or under two or more business names and who files a consolidated
return under a single transaction privilege tax Ticense number as provided by
section 42-5020 is required to pay only a single municipal privilege tax
license renewal fee for each Tocal 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 Tlicense number 1is required to pay a
license renewal fee for each location or Ticense in a local Jjurisdiction.

L. FOR THE PURPOSES OF THIS CHAPTER AND CHAPTER 6 OF THIS TITLE, AN
ONLINE LODGING MARKETPLACE MAY REGISTER WITH THE DEPARTMENT FOR THE PAYMENT
OF TAXES LEVIED BY THIS STATE AND BY ANY COUNTY, CITY, TOWN AND SPECIAL
TAXING DISTRICT WITH RESPECT TO ANY ONLINE LODGING TRANSACTION FACILITATED BY
THE ONLINE LODGING MARKETPLACE.

+ M. 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 Ticense issued to the person. The
department shall provide ten days' written notice of the hearing, stating the
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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 Ticense. The notices
may be served personally or by mail pursuant to section 42-5037. After
revocation, the department shall not issue a new Ticense 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 license may be
reissued.

M- N. A person who violates any provision of this section is guilty
of a class 3 misdemeanor.

Sec. 7. Section 42-5009, Arizona Revised Statutes, is amended to read:

42-5009. Certificates establishing deductions; Tiability 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
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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.

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 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.

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. 1If 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 Tiable in an amount
equal to any tax, penalty and interest that the seller would have been
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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 1iability 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
lTimitation that the department determines and that does not exceed the time
lTimitations pursuant to section 42-1104.

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 Ticense issued to the
purchaser by another state or foreign country that indicates an address
outside of this state. For the sale of a motor vehicle to a nonresident
entity, the entity's representative must have a current valid driver license
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. 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 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 1liability 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
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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
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 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 section exempts the person
from Tiability 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 SHALL BE
ENTITLED TO AN EXCLUSION FROM ANY APPLICABLE TAXES FOR ANY ONLINE LODGING
TRANSACTION FACILITATED BY AN ONLINE LODGING MARKETPLACE 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
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FACILITATED BY THE ONLINE LODGING MARKETPLACE, AND TRANSACTION HISTORY
DOCUMENTING TAX COLLECTED BY THE ONLINE LODGING MARKETPLACE.

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

472-5014. Return and payment of tax; estimated tax; extensions;

abatements

A. Except as provided in subsection B, C, e D OR E 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 Tast business day of the month.

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

B. The department, for any taxpayer whose estimated annual Tiability
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 1liability 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.

(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 Tast 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 Tast business day of January.
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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 1liability in the
preceding calendar year, 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, or if the taxpayer can reasonably
anticipate such Tiability 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 Tiability 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 liability 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.

E. AN ONLINE LODGING MARKETPLACE 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 THIS CHAPTER AND CHAPTER 6 OF THIS TITLE WITH RESPECT TO EACH ONLINE
LODGING TRANSACTION FACILITATED BY THE ONLINE LODGING MARKETPLACE.

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

3. SHALL NOT BE REQUIRED TO LIST OR OTHERWISE IDENTIFY ANY INDIVIDUAL
ONLINE LODGING OPERATOR ON ANY RETURN OR ANY ATTACHMENT TO A RETURN.
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4. SHALL REMIT THE TAX IMPOSED PURSUANT TO THE COMMERCIAL LEASE
CLASSIFICATION UNDER SECTION 42-5069 FOR EACH ONLINE LODGING TRANSACTION THAT
INVOLVES A LEASE OR RENTAL FOR CONSIDERATION OF THE RIGHT TO USE OR OCCUPY
REAL PROPERTY FOR THIRTY OR MORE CONSECUTIVE DAYS, NOTWITHSTANDING THE
EXCLUSION UNDER SECTION 42-5069, SUBSECTION C, PARAGRAPH 18.

5. SHALL REMIT THE TAX IMPOSED PURSUANT TO THE TRANSIENT LODGING
CLASSIFICATION UNDER SECTION 42-5070 FOR EACH ONLINE LODGING TRANSACTION THAT
INVOLVES A LEASE OR RENTAL OF TRANSIENT LODGING, NOTWITHSTANDING THE
EXCLUSION UNDER SECTION 42-5070, SUBSECTION B, PARAGRAPH 4.

£~ F. The taxpayer shall prepare a return showing the amount of the
tax for which the taxpayer is T1iable 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.

= G. 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 rules 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.

&= H. 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.

H- I. 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.

I- J. 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= K. The department, with the approval of the attorney general, may
abate small tax balances if the administration costs exceed the amount of tax
due.

k=~ L. 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
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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, Todging house, rooming house, apartment house, dormitory,
public or private club, mobile home or house trailer at a fixed location 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.

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 1is 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 FROM ANY ONLINE LODGING TRANSACTIONS FOR WHICH THE ONLINE LODGING
OPERATOR HAS RECEIVED DOCUMENTATION FROM A REGISTERED ONLINE LODGING
MARKETPLACE PURSUANT TO SECTION 42-5009, SUBSECTION N, 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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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 Timited 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 Timited 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
lodging business.

E. The department shall separately account for revenues collected
under the transient 1lodging 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 lodging space on a daily or weekly basis, or on
any other basis for less than thirty consecutive days.

Sec. 10. Title 42, chapter 6, article 1, Arizona Revised Statutes, is
amended by adding section 42-6009, 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 AN ONLINE LODGING OPERATOR OR ON ANY ONLINE
LODGING TRANSACTION.

B. 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 ONLINE LODGING OPERATORS SUBJECT TO THE FOLLOWING
CONDITIONS:

1. THE ADOPTED TAX MUST BE UNIFORM WITH THE TREATMENT OF ONLINE
LODGING OPERATORS AND ONLINE LODGING TRANSACTIONS PROVIDED BY CHAPTER 5 OF
THIS TITLE.

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 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 42-1108, SUBSECTION F, RELATING TO AUDITS.

(b) SECTION 42-2003, SUBSECTION Y, RELATING TO CONFIDENTIAL
INFORMATION.
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(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, "ONLINE LODGING MARKETPLACE",
"ONLINE LODGING OPERATOR™ AND "ONLINE LODGING TRANSACTION™ HAVE THE SAME
MEANINGS PRESCRIBED IN SECTION 42-5001.

Sec. 11. 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 1legal 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. 12. 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
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owned 1in foreclosure by a financial dinstitution, 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 located.

(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 Tegal restrictions or
physical conditions that prevent the division of the parcel. For the
purposes of this subdivision, "physical conditions™ means topography,
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 Teased 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 1licensed 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 Tand associated with these
dwellings shall be valued as agricultural Tland 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 transient
occupancy purposes and included in class one to the extent of that use.
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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.

Sec. 13. Effective date

This act is effective from and after December 31, 2016.
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CALL TO ORDER

Chair Klapp called the meeting to order at 4:00 p.m. A formal roll call confirmed the
presence of all Committee Members as noted above.

1. Approval of Minutes, Regular Meeting, March 19, 2018

COUNCILWOMAN LITTLEFIELD MOVED TO APPROVE THE MINUTES OF THE
MARCH 19, 2018 REGULAR MEETING AS PRESENTED. VICE MAYOR KORTE
SECONDED THE MOTION, WHICH CARRIED BY A UNANIMOUS VOTE OF THREE (3)
TO ZERO (0).

Public Comment

Chair Klapp invited Sandra Schenkat to provide her public comments at this time, rather
than having to wait until the end of the meeting. Ms. Schenkat expressed concerns about
the salary of the executive director of Experience Scottsdale, which is the City's destination
marketing contractor. Based on salaries for cities with comparable revenues, she
guestioned the support for the salary amount and requested an audit review.

2. Discussion and Possible Direction to Staff Regarding Neighborhood
Advisory Commission Sunset Review

Cathleen Davis, Senior Auditor, stated that the Neighborhood Advisory Commission’s
purpose is to advise and make recommendations to the City Council on palicies, plans,
strategies and programs for the preservation, improvement and revitalization of
Scottsdale’s neighborhoods. The Audit Committee is to evaluate whether the board or
commission being reviewed is serving its intended purpose; whether the board or
commission purpose should be maintained or modified; and whether the purpose has
been served or is no longer required. Specifically, the Audit Committee is to recommend
to the City Council whether to continue or terminate the board or commission.

Vice Mayor Korte asked for comments from staff on the Commission’s purpose. She had
recently had occasion to speak with a Commission member, who commented that the
Commission “just doesn't do much.” Adam Yaron, Project Coordination Liaison, stated
that the Commission was realigned within Long Range Planning last June. Much of the
work prior to the changeover was based on lackluster goodwill projects throughout the
community. The change, as guided by the department director, has focused the
Commission in a different direction in order to implement neighborhood planning as a third
level of planning within the department’s hierarchy. Some elements of the Commission’s
work plan will continue to include goodwill efforts. Most recently, the Commission provided
recommendations to City Council on a new City flag. Beyond this, the Commission will
potentially guide other programs, such as CIP projects in local neighborhoods.

Randy Grant, Planning & Development Services Director commented that neighborhood
planning has not really been done. They have not capitalized on available resources in
the past, but he believes they have the right people to make this work. In many instances,
the Commission would not meet because there was no business to consider. The
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department’s goal is to bring more relevant issues for discussion and to make the
Commission more relevant and valuable to the Council.

Councilwoman Littlefield inquired as to the timeline for the flag submittals. Mr. Yaron said
final recommendations should be ready by this Wednesday. It will likely be presented to
City Council shortly after Council resumes following its break.

Chair Klapp suggested including a statement in the bylaws regarding the
transition/updated mission of the Commission which expresses its present purpose. She
commended the move to incorporate planning into the mission. Vice Mayor Korte agreed,
noting that there seems to be more pressure on neighborhoods, in maintaining and
sustaining them the way the citizens want them to be. She has significant concerns about
the impact of Airbnb and noise on neighborhoods at this time.

VICE MAYOR KORTE MOVED TO RECOMMEND TO CITY COUNCIL THE
CONTINUANCE OF THE NEIGHBORHOOD ADVISORY COMMISSION.
COUNCILWOMAN LITTLEFIELD SECONDED THE MOTION, WHICH CARRIED BY A
UNANIMOUS VOTE OF THREE (3) TO ZERO (0).

3. Discussion and Possible Direction to Staff Regarding Audit No. 1901,
External Financial Audit

Sharron Walker, City Auditor, introduced Jill Shaw, Heinfeld Meech, who reviewed the
timeline and scope for the audit process. The first onsite field work occurs in June, followed
by visits in August and September once the numbers in the general ledger have been
finalized. The financial portion of the audit wraps up in time for the November Council
meeting. The scope and responsibilities are outlined in the engagement letter. The scope
and timeline are identical to previous years. A financial statement audit of the City's
records and internal controls is performed

The audit also includes single audit, which is necessary because the City spends more
than $750,000 in federal awards.

Auditors rotate which federal programs they examine year to year. This year, highway
planning and construction will be evaluated as well as the airport improvement grant. The
audit also includes financial statement audits of all five CFDs, SPA and MPC component
units. They review a sampling of Highway User Revenue Fund (HURF) expenditures to
ensure these monies are being spent in accordance with statute. An audit opinion is
provided on the Annual Expenditure Limitation Report (AELR) to ensure that total City
expenditures fall below statutory guidelines. They also review specific reporting to HUD in
relation to grants the City receives. The financial statement portion of the audit will wrap
up in November, with the AELR and HUD to follow in the January time frame.

In response to a question from Vice Mayor Korte, Ms. Shaw replied that this is the fourth
year Heinfeld Meech has completed the audit.

There was consensus that no action was needed on this item.
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4, Discussion and Possible Direction to Staff Regarding Audit No. 1809,
Development Agreements

Brad Hubert, Senior Auditor, stated that the City enters into development agreements with
property owners that allow them to obtain variances or exceptions to certain zoning
requirements in exchange for providing public benefits, such as installing public art or
infrastructure improvements. The objective in auditing the development agreements was
to assess the management controls over the tracking and compliance with the special
improvements agreed to for the variances. The review found that Planning and
Development Services does not currently have formal procedures to track development
agreements but relies on individual planners to monitor assigned agreements. As a result,
some agreements have been missed or delayed. Some agreements include required
payments from the developer to the City, however the amounts due were not tracked and
accounts receivable were not established for those potential payments due. The database
used to track plans, permits and payments did not have a specific field to identify items
related to development agreements.

Zoning case stipulations provided to the City plan reviewers did not always include all
development agreement requirements. Because development agreements can last for
extended periods of time, the related records to those agreements should be identified
and retained. Access to the department’s database varied widely among staff members.
It was recommended that Planning & Development Services develop and implement
formal policies and procedures to more efficiently record and monitor all development
agreement requirements and deadlines. It was also recommended that they work with the
City Treasurer's Office to establish accounts receivable for any amounts due, in order to
reduce the risk that those funds might not be collected. It was suggested that they define
specific retention period requirements for development agreement records as well as
develop policies and procedures to authorize access to the department's computer
database system.

Planning & Development Services agreed with the recommendations and has been
working to make substantial progress on the recommended improvements. Randy Grant,
Planning & Development Services Director, said the department welcomes an outside set
of eyes on the process. Coming out of the recession, the department had reduced staffing
and increased workload. They did informally track development agreements, however
these did not have their own identity and were incorporated into the rezonings that they
occurred with. The department has implemented all the recommendations they committed
to, including a new file type for development agreements. They will be tracked, just as a
zoning case would be. The system has the ability to include milestones to avoid missing
things. There will be quarterly meetings with Financial Services, Legal and Planning to
monitor status.

Vice Mayor Korte noted that one of the Planning Commissioners has been talking about
the lack of follow-up inspection, once a job is complete. She inquired whether this
component is included in the plan. Mr. Grant stated that this morning, there was a meeting
with Inspection Services. They will be reallocating one code enforcement position to
Planning inspections.

VICE MAYOR KORTE MOVED TO ACCEPT AUDIT NO. 1809, DEVELOPMENT
AGREEMENTS. COUNCILWOMAN LITTLEFIELD SECONDED THE MOTION, WHICH
CARRIED BY A UNANIMOUS VOTE OF THREE (3) TO ZERO (0).
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5. Discussion and Possible Direction to Staff Regarding Audit No. 1803,
Intelligent Transportation Systems (ITS)

Lai Cluff, Senior Auditor, stated that the ITS audit was performed to evaluate ITS general
and application controls. ITS includes a variety of technologies to monitor, evaluate,
operate and manage transportation systems. The City Auditor’s Office contracted with
Grant Thornton, LLP to perform the technical review. The audit noted that the Traffic
Management Center (TMC), which manages ITS, is fairly mature in practice and can meet
its day-to-day operational needs. However, risks surrounding ITS have not been
adequately identified, evaluated and managed. Several areas in ITS governance and
management could be improved. The TMC does not have a documented risk
management process and it is not otherwise apparent that potential risks have been
adequately assessed. The audit found that the TMC should take a more proactive role in
managing security risks, including working with the City's central IT department to better
define roles and responsibilities over security management. Stronger access controls are
needed to protect TMC computers, servers and applications from unauthorized access.
Business continuity and disaster recovery plans have not been established, however
these are currently in process.

The audit also found that few policies and procedures have been formalized and that
vendor service agreements have not been properly maintained and managed. Strategic
planning and use of additional performance data may help ITS to effectively plan for future
improvements.

Dan Worth, Public Works Director, commented that the audit reinforced several issues
that were already being observed. They appreciate the second set of eyes reviewing the
processes. For many years, even prior to his joining the City, the focus was really
technology driven, investing in systems to build up the ITS system and the technology
involved in the traffic control system City-wide. In the last couple of years, they have begun
to focus on performance. They have completed a timing study (amount of time it takes to
get from point A to B down a major corridor) and focused on improving this efficiency.
Positive results have been achieved. That is just the beginning of what needs to be a
strategic planning process. Other performance metrics need to be taken into account, as
well as, other modes of transportation, pedestrian and bicycles. Also, different areas of
the City may have other priorities besides travel time. Reducing delays and increasing
safety should also be part of the strategic planning objectives. Many of the
recommendations apply to more of a day-to-day category in terms of processes. Since
they received the draft audit report, they have removed over 100 people from the physical
access list to enter the TMC and are also addressing password access to systems.

Councilwoman Littlefield stated that the recommendations made by the auditors were very
good and very complete. The biggest concern from the point of view of the overall City
was a form of terrorism in terms of getting into the system, creating disruption, creating
traffic accidents, hacking timing on lights and other issues.

Vice Mayor Korte inquired to any thread between ITS and the Transportation Commission
in terms of oversight of some of the studies. Mr. Worth stated that department staff spent
approximately three hours on Thursday evening with the Transportation Commission
regarding the traffic signal system. They were very engaged and asked many probing
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guestions. The consultant in charge of the timing study was present to discuss the process
in detail.

VICE MAYOR KORTE MOVED TO ACCEPT AUDIT NO. 1803, INTELLIGENT
TRANSPORTATION SYSTEMS. COUNCILWOMAN LITTLEFIELD SECONDED THE
MOTION, WHICH CARRIED BY A UNANIMOUS VOTE OF THREE (3) TO ZERO (0).

6. Discussion and Possible Direction to Staff Regarding 3rd Quarter FY
2017/18 Follow Up on Status of Audit Recommendations

Ms. Walker reviewed the summary, noting that approximately 74 percent of audit
recommendations have been implemented or partly implemented, 22 percent are in
progress, with an overall 96 of audit recommendations where staff is demonstrating
positive improvement. At this time last year, the total percentage was 98. Similarly, “not
implemented” recommendations are about the same as they were for the same quarter a
year ago. There are two recommendations in the “not applicable” category. In June, she
will provide an annual report, which will include the status of all recommendations that
have been followed up on this fiscal year.

Vice Mayor Korte asked how Ms. Walker feels about the status. Ms. Walker noted that
sometimes recommendations address areas which are not just a matter of correcting
paperwork. Some recommendations address processes, and a new administrative
regulation may need to be drafted and staff informed and trained. Therefore, some
recommendations take longer to implement, though others are simpler. Overall, the report
represents a very positive status.

7. Informational Report Regarding 1st Quarter CY 2018 Taxpayer Problem
Resolution Officer Report

Ms. Walker commented that this is just an informational report, as the status is pretty
consistent. There were no questions.

8. Discussion and Possible Direction to Staff Regarding Proposed FY
2018/19 Through FY 2020/21 Sunset Review Schedule and Process

Ms. Walker stated that staff is just now finishing up the current three-year sunset review
schedule. June will be the last for the three-year cycle. The agenda materials include the
summary of the process that has been used and the proposed schedule. In response to a
guestion from Chair Klapp, Ms. Walker confirmed that they are all in the same order as
they were originally. She welcomed input on any desired changes to the process or a
motion for the Committee’s approval. Chair Klapp asked whether Ms. Walker believes the
process is working well. Ms. Walker said that because the boards and commissions are
working to advise and inform the Council, she would defer to the Audit Committee as
Council representatives to determine whether the process is providing adequate
information.

Vice Mayor Korte suggested the possibility of extending the process from a three-year to
a four-year cycle, if that would provide an opportunity for additional audits they have not
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had time for. Ms. Walker said they would not likely gain significant time, as what staff
does is simply gather the sunset review information and attach it to the agenda. The
auditors are spending 5 or 6 hours for each of these. Chair Klapp commented that Board
and Commission members are also on a three-year cycle, so a three-year cycle for a
sunset review makes sense. Councilwoman Littlefield asked about communicating
commissioner suggestions or comments to Council. Ms. Walker suggested possibly
adding a question to the Board and Commission Annual Report form for any
recommendations for changes to their responsibilities.

VICE MAYOR KORTE MOVED TO ACCEPT THE PROPOSED 2018/19 THROUGH
2020/21 SUNSET REVIEW SCHEDULE AND PROCESS. COUNCILWOMAN
LITTLEFIELD SECONDED THE MOTION, WHICH CARRIED BY A UNANIMOUS VOTE
OF THREE (3) TO ZERO (0).

9. Discussion and Possible Direction to Staff Regarding Proposed FY
2018/19 Audit Plan

Ms. Walker stated that the recurring items on the proposed plan are the same ones that
were on the previous list presented in March. Under planned additional, the previously
discussed Police Special Revenues and Fire Marshall Inspections carry forward from
contingency audits on the current year's plan. Also previously discussed, the Southwest
Gas Franchise Agreement is an audit requested through Public Works and the City
Attorney’s Office. Utility Billing and Revenue Recovery are two key areas within Business
Services, which is an area the Audit Committee had previously expressed interest in, as
it has not been looked at since 2011 or 2012. Fleet Parts Operation is a proposed audit
that has been on contingency for quite some time. It is an area that has not been audited
previously, and would particularly focus on the parts inventory, storerooms, staffing and
associated costs. In terms of Benefits Administration, they have previously looked at
claims processing, but have not focused on how City staff administers the benefits-related
contracts.

For contingency audits, Ms. Walker has included facilities management’'s contract
administration and the Museum of the West contract. Typically, the auditors do not get to
the contingency audits, but these are included in case something changes during the year.

Chair Klapp referred to recurring audits and asked whether staff have determined what
areas they will be auditing for the IT, construction contracts, and cash handling controls.
Ms. Walker said specific determinations have not been made yet. On the contracted IT
audit, they usually look at the IT risk assessment to see what areas have been covered to
evaluate which specific areas or applications still need review. Similarly, for construction
contracts, they look at the construction contracts that have been completed in the last
couple years and then evaluate the type of construction contract, dollar value of the
contract and sometimes by operational area, to narrow down to which contract should be
audited. The last cash handling audit was performed in 2016. The audit follow-ups have
indicated significant progress, in particular, Bill Murphy and his Community Services
areas. Mr. Murphy made it clear to his directors his expectation that the cash handling
issues would be cleared up. Since the follow-ups have indicated significant progress, this
audit will be taking that into consideration.
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COUNCILWOMAN LITTLEFIELD MOVED TO APPROVE THE PROPOSED FY 2018/19
AUDIT PLAN. VICE MAYOR KORTE SECONDED THE MOTION, WHICH CARRIED
BY A UNANIMOUS VOTE OF THREE (3) TO ZERO (0).

10. Discussion and Possible Direction to Staff Regarding Status of FY
2017/18 Audit Plan

Ms. Walker stated that the Department is currently at about one audit less than what was

anticipated. In terms of productivity, they are generally progressing as usual and should

reach 14 to 15 reports by the end of the fiscal year.

11. Discussion and Possible Direction to Staff Regarding Agenda Items for
Next Audit Committee Meeting

Chair Klapp noted that the next meeting will occur on June 25th. Ms. Walker stated it will
include the last sunset review for this three-year period, which is the Library Board.
Reports include Job Order Contract (JOC) construction contracts, Police On-Body
Cameras and the City Auditor’s peer review. They will also present the annual reports for
the status of audit recommendations and City Auditor’s Integrity Line.

There will be no July meeting. As the draft June agenda shows, the August meeting is
scheduled for the 27" to coordinate with the Council calendar.

Public Comment

Comments were provided at the beginning of the meeting.

Adjournment

The meeting adjourned at approximately 4:54 p.m.

SUBMITTED BY:

eScribers, LLC
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sccgl}%FSD ALE DRAFT Communications Strategy — Short Term Rental Properties

Overview/Goals
Help owners of vacation rental properties and Scottsdale residents understand the rules, guidelines and best practices.

Objectives
e Advise owners of rental properties about their legal requirements
e Encourage owners of rental properties to follow the rules and ensure their renters are good neighbors
e Educate residents about what the city can and cannot do related to rental properties

Key Messages
e Residential rental properties — including those rented for less than 30 days — are legal under Arizona State Law unless barred by HOA rules
e Owners of rental properties must obtain a license for and pay specific taxes on each property, and comply with other legal requirements
e By ensuring renters are good neighbors, owners of rental properties can reduce friction with those who live around the property
e Scottsdale residents concerned about rental properties can find information and resources on the city’s website

Audiences
e Rental property owners
e Scottsdale residents
e Realtors
e Other Stakeholders

Responsibility
Planning and Development Services staff in conjunction with the city’s Neighborhood Advisory Commission (NAC) in partnership with the Office of
Communication (OC) to implement this strategy.



ENCLOSURE 3

Communication Activities

Date(s) Status Activity/Product Distribution Audience Lead /
Support
Complete Short term rental Q and A, used as a basis for specific -- Property Planning
additional communication in the campaign Owners &
Residents
Develop webpage as “home base” for campaign Web Property Planning /
communication Owners & 0]®
e Include links to info, rules and resources for rental Residents
property owners
e Include links to info and resources for residents
Video outlining rules for short term and vacation rental Web Property o]@
properties in Scottsdale Cable TV Owners &
Residents
NAC Chair or Designee Presentation outlining rules for short City Council Property OC / NAC
term and vacation rental properties in Scottsdale Owners &
Residents
Short articles about short term and vacation rental properties Print newsletter Property ocC
in Scottsdale E-newsletters Owners &
Residents
Social campaign sharing videos and articles Social networks Property oC
Owners &
Residents
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Communication Activities

Date(s) Status Activity/Product Distribution Audience Lead /
Support

Presentation to Scottsdale Area Association of Realtors, In person Realtors / Planning

Home Owner Associations and other stakeholder groups Stakeholders

working title “Rules and Rights for Rental Properties”

Opinion / Editorial Column from NAC Chair News Media Property oc/
Owners & Planning &
Residents NAC
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What is a vacation or short-term rental?

In Scottsdale, a vacation or short-term rental is defined as a house, apartment or condo (dwelling unit)
that is offered for rent for less than thirty days. These types of rentals can be found in both single family
and multi-family housing throughout Scottsdale.

Are vacation or short-term rentals allowed in Scottsdale?

In 2017, Arizona State Senate Bill 1350 eliminated the ability for local cities and towns to regulate these
types of rentals based solely on their classification or use and Scottsdale is no exception. Consequently,
these rentals are allowed, by state law, in Scottsdale. However, Senate Bill 1350 did not preclude the
ability for Home Owner Associations to regulate or restrict these types of uses.

Are vacation or short-term rentals allowed in every neighborhood?

Except in neighborhoods where Home Owner Associations restrict or regulate these types of rentals,
vacation or short-term rentals are allowed by-right in all residential neighborhoods in Scottsdale, subject
to the following:

e All dwelling units and any accessory guest houses must be rented or offered for rent together
and may not be rented or offered for rent independently of one another.

e Portions of a property, such as a single bedroom, can not be rented or offered for rent, the
entire property must be rented;

e All dwelling units, including Vacation Rentals and Short-term rentals, shall have a maximum
family size of 6 adults (and their related dependent children).

e Non-residential uses, including retail, restaurant, banquet space, event center, or other similar
uses are prohibited.

Do vacation or short-term rentals pay tax to the city?

Yes. All vacation and short-term rentals have a Transaction Privilege Sales Tax and a Transient Tax
requirement in Scottsdale — both of which are collected by the State of Arizona. In order to engage in, or
continue a property rental business, a Transaction Privilege (Sales) Tax license with the State of Arizona
Department of Revenue is required. It is the property owner's responsibility to make an application and
obtain a license with the Arizona Department of Revenue. For more information on this requirement,
Keyword “Taxes” on ScottsdaleAZ.gov or call 480-312-2400.

Where does this tax go?

The City of Scottsdale imposes a 1.65% Transaction Privilege "sales" tax. Privilege tax revenues are used
to finance the cost of various City services including but not limited to police, fire, parks, libraries, and
streets.

Half of the revenue derived from the five percent Transient Tax imposed on properties used as a
vacation or short-term rental is used for destination marketing to promote tourism in Scottsdale, and
the remaining half is divided among tourism-related event support, research, capital projects, and other
eligible uses as determined by city ordinance and state law.

How do | know if a property in my neighborhood is used as a vacation or short-term rental?

Arizona State Statues require that an owner of any type of residential rental property maintain (and
update within ten days when changes occur) basic information regarding the name, address and
telephone number of a property owner or legal agent who lives in this state. The city maintains this
information at Keyword “Rental” on ScottsdaleAZ.gov Please recognize that this rental property registry
is for all types of rentals, and does not distinguish between long term and short term or vacation rentals.
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What if a rental property is not registered but | am aware of rental activity?
Please submit to Code Enforcement at ScottsdaleAZ.gov/EZ so that the city can work with the property
owner or agent to get the property registered.

How can vacation or short-term rental operators and renters be good neighbors?

e The property owner should register their rental property as required by law. For more information
on this requirement, please visit www.maricopa.gov/assessor

o If the property is within a Homeowners Association, know the rules and follow them.

e Askrental guests to park in the designated rental driveway or in front of the rental house and not
in a landscaped area. Make sure they don't block a neighbor’s driveway or use another resident's
designated parking spot.

e Put your trash and recycling out in the appropriate receptacle (black versus mauve) on the
designated days and times and maintain and clean any shared community spaces.

e Give neighbors notice before parties. If the rental is to have a large group of people over, it never
hurts to give neighbors a heads up. This lets them determine if they’ll need to park elsewhere or
move their cars for the night. It also alerts them that a number of ‘new’ people will be in the
neighborhood. Consider inviting the neighbors to big parties. Doing so shows friendliness, and
they may have a much better feeling about the gathering than if they weren't invited.

e Request rental guests to avoid all unnecessary noise from any source between the hours of 10:00
p.m. to 6:00 a.m. If a neighbor calls or comes over and asks you to quiet down, be friendly and
apologize. Then quiet down.

e [fthereisanissue with a neighbor, go directly to that person and discuss it in a neighborly manner.
If that does not help with the problem, contact the owner or agent name listed on the rental
property registry, for the property in question.

e When everyone makes an effort to be a good neighbor by following proper etiquette, everyone
will have a sense of well-being. Great neighborhoods are built on a sense of community not
isolation.

What are the City’s responsibilities with vacation or short-term rentals?

The City’s ability to regulate vacation or short-term rentals is narrowly tailored to protect the public
health and safety as defined by the State of Arizona as well as to ensure that property owners register
their rentals and the appropriate tax is collect for this type of commerce.

What is the City of Scottsdale Neighborhood Advisory Commission?

The Neighborhood Advisory Commission is a seven-member, City Council appointed, commission of
volunteer citizens dedicated to the preservation, improvement and revitalization of Scottsdale's
neighborhoods.

The Commission is responsible for hearing and recording citizen comments on issues that affect
neighborhoods, helping develop neighborhood policies and planning initiatives, and advising and making
recommendations to City Council with regard to neighborhoods throughout Scottsdale.


https://eservices.scottsdaleaz.gov/ez/Request/Submit?group=MostCommon
http://www.maricopa.gov/assessor
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Senate Bill 1350:
SB 1350
SB 1350

Santa Fe residents strive to maintain
community

By Terrance Thornton
INDEPENDENT NEWSMEDIA

On a Saturday in late June a
collection of Scottsdale residents ---
folks hailing from every corner of
the municipality --- came together
to share stories and solutions to
what many say is an assault on local
neighborhoods.

Nearly 30 residents came to
Kneader’s Cafe in central
Scottsdale to discuss the various
impacts SB 1350 is having on their
neighborhoods as both elected
leaders Kathy Littlefield and David
Smith listened, attendees say.

SB 1350, which was sponsored by
then-Arizona Senate Majority Whip
Debbie Lesko (R), went into effect
in early 2017 and restricts local
cities and towns from being able to
regulate the use of vacation rentals
or short-term rentals within
municipal boundaries.

The city of Scottsdale

Senate Bill 1350:

SB 1350

A: Main

had regulations prohibiting any
rental of a home for f wer than 30
days since the late 1950s, which
many say was an effort to protect
the tourism industry --- specifically
hotel room rates and occupancy.

Municipal leaders say the proposed
legislation is meant to help fuel the
idea of a “shared economy”
championed by Arizona Gov. Doug
Ducey --- who has recently
announced his bid for re-election ---
but the unintended consequences of
allowing residential homes to act as
boutique hotels is devastating the
tranquility of local neighborhoods,
residents say.

Scottsdale is no exception.

City officials estimate there are
more than 2,000 properties in
Scottsdale that could be used for a
short-term rental under the guise of
SB 1350. In November 2016
Scottsdale City Council approved
myriad changes to the existing
zoning code to deregulate shortterm
vacation rentals within city limits.

However, established homeowners
associations are immune

fighting to keep portions of their
community residential.

ENCLOSURE 5

to the power of SB 1350 as
Scottsdale officials say if an HOA
does not allow shortterm rentals
that rule supersedes state law in this
matter.

Many in attendance of the
community meeting are
encouraging their respective HOA
entities to consider new regulations
--- ones to be drafted and embedded
within the existing codes, covenants
and restrictions of the community --
- to regulate shortterm rentals.

“There were just a lot of different
people,” said Scottsdale resident
Angela Ashley, who helped to
organize the community meeting.

“The issue here is just like sober
homes, there are no limitations, say,
how many can

See 1350 — Page 53

I Senate Bill 1350:

‘xmldlmul lents strive tc maints n mmrmuu!,\

Above are Santa Fe residents Jo-
Ann DiQuattro, Lindsey Joseph and
Mary Ryan who are calling
attention to the growing short-term
rental marketplace in local
neighborhoods. (Independent
Newsmedia/ Arianna Grainey)

says she lives in Scottsdale for
many of the same reason

1/3
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SB 1350
Continued From Page 4

be on your block. These homes are
being advertised on AirBnB saying
they can hold 20 people --it just
goes and goes from Friday to
Sunday every weekend.”

Ms. Ashley, who along with her
Scottsdale neighbors pursued
formal zoning regulations for local
sober- living facilities, says the
community meeting only offered
more questions than answers.

“Are they paying their taxes? This
is a business --they are making
money,” she pointed out. “There
were a lot of questions, but no
answers. A lot of people don’t
know this is happening, until they
are told about it. That is the bottom
line.”

An assault on quality of life?

Within McCormick Ranch, one of
the state’s largest master-planned
communities --- a place with 45
neighborhoods housing nearly
15,000 people --- three residents are

Senate Bill 1350:

SB 1350

SB 1350

Continued From P. 53

her fellow neighbors are pursing an
amendment to the established CC&
Rs of both the Santa Fe I and 11
subdivisions.

“In order for a community to be
able to trump what the Legislature
has done is to have it stated in your
governing documents that you do
require a 30-day or more rental
period,” she explained.

A: Main
McCormick Ranch is at 9248 N.
94th St. in central Scottsdale “I feel
that we have many transient people
coming into our community and the
environment is changing because of
this,” said Santa Fe resident Jo-Ann
DiQuattro.

“It is becoming less of a friendly
neighborhood and more of a resort.
These renters are not following
rules, and are creating many issues.
I moved here because of the
community and we are slowly
losing our community.”

For Lindsey Joseph, she believes
not many are aware of the issue
unless a makeshift resort emerges in
a single-family residence.

“In our particular neighborhood,
we are single- family patio homes,”
she said. “ We share common walls
with each other. We have 125
homes total in our subdivision and
just recently 12 of those are now
listed as short-term rentals. The
biggest problem we are having is
we just don’t know who our
neighbors are --- it just like a hotel
nowadays.” Ms. Joseph

‘Our hands are tied’

Ms. Littlefield says the stories she
heard on June 24 are echoed not
just in Scottsdale, but everywhere.

“ As I listened to people, the
comments that they were making
are everywhere,” she explained.

“The HOAs are hesitant to step in
or do anything because they don’t
think they have jurisdiction.”

Ms. Littlefield also points out state
law supersedes municipal
regulation.

) ENCLOSURE 5
vacationers =
in her neighborhood.

ental

“ Not one of us blames the
vacationers, because they are here
to have a good time, but this is not a
hotel,” she said. “A lot of times,
you will get three to five people
who rent the home at once and that
creates a lot more traffic and a lot
more issues.”

Ms. Joseph contends short-term
rentals ought to have the same
regulations and scrutiny of a
traditional hotel structure.

“A hotel, they inspect for these
things,” she said of health standards
and the pursuit of common peace.
“We don’t blame them, it is not
their fault. They are here to have a
good time. It just creates more wear
and tear on our equipment and our
amenities.”

Ms. Joseph says she and

See 1350 — Page 54

of tax collections,” he explained.
“While it may have done that, the
social and economic effects are
especially profound on a
community like Scottsdale.”

Mr. Smith outlines two reasons the
legislation has created such a
dramatic effect:

*First, homeowners in our
community generally enjoy what we
call a “Scottsdale premium,”
meaning their home values reflect
our cachet of lifestyle, demograph-
ics, culture and amenities. To the
extent neighborhoods convert to
short-term rental properties, many

2/3
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“The downside is we need 75
percent of our homeowners to
agree.”

She points out the shortterm rental
owners are also McCormick Ranch
homeowners, but Ms. Joseph
contends it’s more of a commercial
enterprise than a residence.

Mary Ryan agrees the frequency of
short-term rentals is closer to a
business model than an attempt at
securing passive income.

“They came in, these investors, and
their sole purpose is to run an
AirBnB,” the Santa Fe resident
said. “ They are flying their drones
over the neighborhoods and lying to
neighbors who live here. They have
really pitted neighbors against
neighbors. I bought in here because
it was small, safe and a quiet
neighborhood.”

Ms. Ryan also speculates quality of
life impacts may not be the only
change local residents will
experience.

“ Our HOA fees might go up
because we have a severe impact on
the wearand- tear of our
equipment,” she said.

“ Really, though it is about our
neighborhood. I don’t even know
where I am living anymore. They
don’t follow our rules and their sole
purpose is to make money. My
husband and I will be leaving
Scottsdale unless Scottsdale
protects their neighborhoods.”

Wednesday, 08/01/2018 Pag.A04

A: Main
“Our hands are tied a little bit
because we have to abide by state
law,” she said pointing out a
registry of sorts could emerge at
City Hall, 3939 N. Drinkwater
Blvd. ““ At the very least, we have to
at least got to find out where these
places are. It is going to be very
tricky and very different for the
residents to find a solution they will
be happy with.”

Ms. Littlefield says the idea a
vacation rental is one for a full-time
resident on reprieve is not the case
since adoption of SB 1350.

“These things are no longer a little
old lady who is renting out a guest
room to supplement income, or
people going off on vacations ---
these are commercial ventures,” she
said.

“ They buy these homes for
commercial reasons and they are
expanding faster than I ever thought
they could. It’s like our residential
areas are no longer residential, they
are now a commercial and
residential mix. People who bought
in residential zoning are finding that
the protections that were there have
been eroded away.”

Mr. Smith says the effects of SB
1350 may have been unintentional
but they have emerged.

“In theory, the legislative intent was
to insure uniformity of treatment
and efficiency

of these comENC QSHRE 5de.

Neighborhoods lose their cohesive
identity. Long-term property value
premiums will evaporate. Even
when tenant problems arise, cities
do not have the resources to
regulate such a fragmented
industry, except on an exception
basis.

* Second, as a community whose
major industry is tourism, we have
to be concerned when these new
“tourism properties” are given an
unfair advantage versus our
traditional hotel and resort tourism
properties. If differences in health
and safety codes, differences in
enforcement, differences in
licensing, etc. are allowed to create
a double-standard, short-term
rental properties will enjoy an
unfair competitive advantage.

Mr. Smith says unless a legislative
solution is found at the state level,
Scottsdale residents ought to look to
local control through their HOA
entities.

“The only advice I can give to
affected homeowners --- assuming
they cannot affiliate in an HOA and
impose their own regulations --- is
to be relentless in reporting
infractions,” he said. “And, unite
with other affected individuals (and
even hotels) to strengthen their
voice of demand for change.”

Copyright © 2018 Independent Newsmedia Inc. USA, All rights reserved. 8/1/2018
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