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League Statement: Tax Simplification Must Not Come at the Expense of
Arizona Cities and Towns

PHOENIX (Feb. 11, 2013) - The League of Arizona Cities and Towns joins Gov. Brewer in
supporting changes to the state TPT (transaction privilege tax) system to make it simpler and more
efficient for business taxpayers. The League was an active member of the TPT Simplification
Task Force that met for several months last year. We are pleased to support a majority of the
recommendations of the task force, but we strongly oppose others including the elimination of the
construction sales tax, which we believe would be devastating to cities and towns, as well as to the
state.

Proposal to Eliminate Local Construction Taxes Devastates Local Revenue
The issue of elimination of construction sales taxes is a major change in policy that goes far
beyond simplification. It breaks a decades-old policy of having construction taxes go to
communities where growth is occurring and singles out a particular industry for an immediate tax
break. Assumed future revenue projections are based on highly questionable data from a study
conducted 13 years ago.

The proposal would immediately zero out local construction sales taxes, and base the new retail
tax on only the materials used, which represents a major tax reduction. Other manufactured
products are taxed on their total sales value, not just the cost of raw materials.

Proponents of the change say there will be increased state shared revenue due to the tax on the
retail sale of materials, but they fail to show how much building material is bought in-state and
-more-
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where those sales take place. Also, because revenue sharing is distributed on a population basis, it
will not necessarily be going to those communities most impacted by construction, particularly
since local taxes on construction activity -- approximately $168 million per year -- are proposed to
go to $0. Nearly all cities and towns in the state are expected to lose substantial amounts of
revenue due to this change –for information, you can link to: TPT Collections on Prime
Contracting.

It is unwise to make major changes in public policy without current and complete information.
We call on Gov. Brewer and the Legislature to make an appropriation to do an up-to-date,
professional study that will provide accurate information on the rate of non-compliance, where
materials are purchased, how much revenue would be generated by a retail tax on materials, and
other important information. We believe solid, scientific data should drive any major policy
change of this type.

Online Portal Provides Simplification
Concerns about complying with taxes in different cities and towns will be resolved by the new
online portal, created as a result of HB2466 from last year. Under this new system, businesses
will be able to file taxes in different jurisdictions by simply entering their amount of total sales in
each city or town. The software of the portal takes care of the calculations and distribution.

The project is currently in development and will be fully operational by January 2015. When fully
implemented by the Arizona Department of Administration, it can be expanded from the 18 selfcollecting cities and towns to include all municipalities in the state. This technological innovation
makes compliance easier for businesses and eliminates the need to have all tax administration go
through the Arizona Department of Revenue.

Cities Support Changes Necessary to Collect Internet Sales Taxes
Arizona cities and towns strongly agree that we should be prepared to collect taxes on online sales
once federal authorizing legislation is passed. But, this issue should not be blended with other
- more 2
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proposals that have nothing to do with online sales. We are in a position to comply with federal
authorizing legislation that will make complying with online taxes easy for businesses and
consumers, and make the entire tax system fairer for existing brick-and-mortar retail centers.

Proposed Audit Changes Reduce Tax Compliance
Cities and towns audit businesses located in their own communities to assure a level playing field
for all business owners. We believe it is unwise to eliminate that local audit function by having
the state the sole auditor. As a matter of course, 28 of the municipalities currently served by the
Arizona Department of Revenue have chosen to engage in supplemental auditing, demonstrating a
legitimate need for local auditors. The League believes eliminating these local auditing programs
will reduce compliance efforts, opening the door to errors in reporting and application of the tax
code with some failing to pay entirely, giving those businesses an unfair advantage over other
businesses that are lawfully paying their taxes.

A process already exists to perform a single audit through a process known as MJAC (MultiJurisdictional Audit Coordinator). There is no need to dismantle a system that works now for both
the state and local communities.

The League and all its members are prepared to work with Gov. Brewer, Representative Lesko,
legislative leaders and the business community to develop legislation that will accomplish the goal
of tax simplification without doing harm to state and local revenues.

About the League:
The League of Arizona Cities and Towns is a voluntary association of all the 91 incorporated
cities and towns in the state of Arizona. It provides policy and legislative advocacy, information
and inquiry services, along with publications and educational programs to strengthen the quality
and efficiency of municipal government. It was founded in 1937 to serve the interests of cities and
towns and to preserve the principles of home rule and local determination. For more information,
visit www.azleague.org.
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Estimated Local City/Town Contracting Revenue

City/Town
* = Non-Program City

Apache Junction *
Avondale *
Benson
Bisbee
Buckeye
Bullhead City* (Estimate)
Camp Verde
Carefree
Casa Grande
Cave Creek
Chandler *
Chino Valley
Clarkdale
Clifton
Colorado City
Coolidge
Cottonwood
Dewey-Humboldt
Douglas *
Duncan
Eagar
El Mirage
Eloy
Flagstaff *
Florence
Fountain Hills
Fredonia
Gila Bend
Gilbert
Glendale *
Globe
Goodyear

Total Local TPT Contracting
Revenues
FY 2011/2012
$710,748
1,498,541
385,570
117,523
2,899,220
75,000
128,008
542,480
1,859,114
1,038,152
10,902,378
187,286
266,314
66,610
11,189
761,373
398,676
39,337
520,915
4,265
37,387
238,369
247,079
2,614,288
1,456,062
280,365
47,888
278,086
5,174,814
4,656,476
70,455
4,755,592

% of total
Local TPT
Collection
0.42%
0.89%
0.23%
0.07%
1.72%
0.04%
0.08%
0.32%
1.11%
0.62%
6.48%
0.11%
0.16%
0.04%
0.01%
0.45%
0.24%
0.02%
0.31%
0.00%
0.02%
0.14%
0.15%
1.55%
0.87%
0.17%
0.03%
0.17%
3.08%
2.77%
0.04%
2.83%

Population

35,840
76,238
5,105
5,575
50,876
39,540
10,873
3,363
48,571
5,015
236,123
10,817
4,097
3,311
4,821
11,825
11,265
3,894
17,378
696
4,885
31,797
16,631
65,870
25,536
22,489
1,314
1,922
208,453
226,721
7,532
65,275

% of total
population

0.71%
1.52%
0.10%
0.11%
1.01%
0.79%
0.22%
0.07%
0.97%
0.10%
4.70%
0.22%
0.08%
0.07%
0.10%
0.24%
0.22%
0.08%
0.35%
0.01%
0.10%
0.63%
0.33%
1.31%
0.51%
0.45%
0.03%
0.04%
4.15%
4.51%
0.15%
1.30%

%
Difference

0.29%
0.63%
-0.13%
0.04%
-0.71%
0.74%
0.14%
-0.26%
-0.14%
-0.52%
-1.78%
0.10%
-0.08%
0.03%
0.09%
-0.22%
-0.01%
0.05%
0.04%
0.01%
0.08%
0.49%
0.18%
-0.24%
-0.36%
0.28%
0.00%
-0.13%
1.07%
1.75%
0.11%
-1.53%

Increase to
SSR

$252,904.54
$537,972.55
$36,023.37
$39,339.92
$359,005.90
$279,013.55
$76,725.20
$23,730.97
$342,740.69
$35,388.29
$1,666,199.18
$76,330.03
$28,910.43
$23,364.03
$34,019.33
$83,442.97
$79,491.34
$27,477.97
$122,627.65
$4,911.32
$34,470.95
$224,375.16
$117,356.46
$464,810.88
$180,194.48
$158,693.36
$9,272.23
$13,562.57
$1,470,946.15
$1,599,854.07
$53,149.47
$460,612.27

$ Difference

-$457,843.46
-$960,568.07
-$349,546.63
-$78,183.08
-$2,540,214.10
$204,013.55
-$51,282.80
-$518,749.03
-$1,516,373.31
-$1,002,763.71
-$9,236,178.82
-$110,955.97
-$237,403.57
-$43,245.97
$22,830.33
-$677,930.03
-$319,184.66
-$11,859.03
-$398,287.35
$646.32
-$2,916.05
-$13,993.84
-$129,722.54
-$2,149,477.12
-$1,275,867.52
-$121,671.64
-$38,615.77
-$264,523.43
-$3,703,867.85
-$3,056,621.48
-$17,305.53
-$4,294,979.73

Estimated Local City/Town Contracting Revenue

City/Town
* = Non-Program City

Guadalupe
Hayden
Holbrook
Huachuca City
Jerome
Kearny
Kingman
Lake Havasu City
Litchfield Park
Mammoth
Marana
Maricopa
Mesa *
Miami
Nogales * (Estimate)
Oro Valley
Page
Paradise Valley
Parker
Patagonia
Payson
Peoria *
Phoenix *
Pima
Pinetop-Lakeside
Prescott *
Prescott Valley
Quartzsite
Queen Creek
Safford
Sahuarita
St. Johns

Total Local TPT Contracting
Revenues
FY 2011/2012
95,806
116,563
158,618
16,032
15,061
125,987
639,713
1,209,319
563,330
14,063
5,827,796
1,535,980
9,972,117
86,689
100,000
2,098,812
127,505
1,220,750
60,367
17,778
390,389
3,611,614
44,070,671
41,612
230,097
1,956,902
953,638
103,415
2,193,080
188,644
2,175,680
35,035

% of total
Local TPT
Collection
0.06%
0.07%
0.09%
0.01%
0.01%
0.07%
0.38%
0.72%
0.33%
0.01%
3.47%
0.91%
5.93%
0.05%
0.06%
1.25%
0.08%
0.73%
0.04%
0.01%
0.23%
2.15%
26.20%
0.02%
0.14%
1.16%
0.57%
0.06%
1.30%
0.11%
1.29%
0.02%

Population

5,523
662
5,053
1,853
444
1,950
28,068
52,527
5,476
1,426
34,961
43,482
439,041
1,837
20,837
41,011
7,247
12,820
3,083
913
15,301
154,065
1,445,632
2,387
4,282
39,843
38,822
3,677
26,361
9,566
25,259
3,480

% of total
population

0.11%
0.01%
0.10%
0.04%
0.01%
0.04%
0.56%
1.05%
0.11%
0.03%
0.70%
0.87%
8.74%
0.04%
0.41%
0.82%
0.14%
0.26%
0.06%
0.02%
0.30%
3.07%
28.78%
0.05%
0.09%
0.79%
0.77%
0.07%
0.52%
0.19%
0.50%
0.07%

%
Difference

Increase to
SSR

0.05%
$38,972.98
$4,671.40
-0.06%
0.01%
$35,656.44
0.03%
$13,075.67
0.00%
$3,133.08
$13,760.15
-0.04%
0.18%
$198,061.51
0.33%
$370,656.16
$38,641.33
-0.23%
0.02%
$10,062.55
$246,701.89
-2.77%
$306,830.22
-0.05%
2.81% $3,098,087.66
$12,962.77
-0.01%
0.36%
$147,036.05
$289,393.64
-0.43%
0.07%
$51,138.37
$90,464.18
-0.47%
0.03%
$21,755.15
0.01%
$6,442.57
0.07%
$107,971.33
0.92% $1,087,157.86
2.58% $10,201,085.23
0.02%
$16,843.84
$30,215.88
-0.05%
$281,151.66
-0.37%
0.21%
$273,946.99
0.01%
$25,946.71
$186,016.09
-0.78%
0.08%
$67,502.37
$178,239.84
-0.79%
0.05%
$24,556.58

$ Difference

-$56,833.02
-$111,891.60
-$122,961.56
-$2,956.33
-$11,927.92
-$112,226.85
-$441,651.49
-$838,662.84
-$524,688.67
-$4,000.45
-$5,581,094.11
-$1,229,149.78
-$6,874,029.34
-$73,726.23
$47,036.05
-$1,809,418.36
-$76,367.04
-$1,130,285.82
-$38,611.85
-$11,335.43
-$282,417.67
-$2,524,456.14
-$33,869,585.77
-$24,768.16
-$199,881.12
-$1,675,750.34
-$679,691.01
-$77,468.29
-$2,007,063.91
-$121,141.63
-$1,997,440.16
-$10,478.42

Estimated Local City/Town Contracting Revenue

City/Town
* = Non-Program City

San Luis
Scottsdale *
Sedona * (Estimate)
Show Low
Sierra Vista
Snowflake
Somerton *
South Tucson
Springerville
Star Valley
Superior
Surprise
Taylor
Tempe *
Thatcher
Tolleson
Tombstone
Tucson *
Tusayan (Estimate)
Wellton
Wickenburg
Willcox * (Estimate)
Williams
Winkelman
Winslow
Youngtown
Yuma
Totals:

Total Local TPT Contracting
Revenues
FY 2011/2012
562,988
12,900,000
50,000
296,422
1,028,675
84,726
153,168
38,538
2,345
16,510
0
4,451,945
36,173
6,831,000
98,378
870,317
13,725
14,545,456
25,000
118,085
106,240
100,000
120,464
6,184
236,690
28,743
3,238,307
$168,182,702

% of total
Local TPT
Collection
0.33%
7.67%
0.03%
0.18%
0.61%
0.05%
0.09%
0.02%
0.00%
0.01%
0.00%
2.65%
0.02%
4.06%
0.06%
0.52%
0.01%
8.65%
0.01%
0.07%
0.06%
0.06%
0.07%
0.00%
0.14%
0.02%
1.93%
100.00%

Population

25,505
217,385
10,031
10,660
43,888
5,590
14,287
5,652
1,961
2,310
2,837
117,517
4,112
161,719
4,865
6,545
1,380
520,116
558
2,882
6,363
3,757
3,023
353
9,655
6,156
93,064
5,022,708

% of total
population

0.51%
4.33%
0.20%
0.21%
0.87%
0.11%
0.28%
0.11%
0.04%
0.05%
0.06%
2.34%
0.08%
3.22%
0.10%
0.13%
0.03%
10.36%
0.01%
0.06%
0.13%
0.07%
0.06%
0.01%
0.19%
0.12%
1.85%
1

%
Difference

0.17%
-3.34%
0.17%
0.04%
0.26%
0.06%
0.19%
0.09%
0.04%
0.04%
0.06%
-0.31%
0.06%
-0.84%
0.04%
-0.39%
0.02%
1.71%
0.00%
-0.01%
0.06%
0.02%
-0.01%
0.00%
0.05%
0.11%
-0.07%

Increase to
SSR

$ Difference

$179,975.73
-$383,012.27
$1,533,974.70 -$11,366,025.30
$70,783.63
$20,783.63
$75,222.16
-$221,199.84
$309,695.16
-$718,979.84
$39,445.77
-$45,280.23
$100,816.05
-$52,351.95
$39,883.27
$1,345.27
$13,837.77
$11,492.77
$16,300.49
-$209.51
$20,019.26
$20,019.26
$829,257.33
-$3,622,687.67
$29,016.28
-$7,156.72
$1,141,168.22
-$5,689,831.78
$34,329.82
-$64,048.18
$46,184.72
-$824,132.28
$9,737.95
-$3,987.05
$3,670,192.44 -$10,875,263.56
$3,937.52
-$21,062.48
$20,336.80
-$97,748.20
$44,900.43
-$61,339.57
$26,511.23
-$73,488.77
$21,331.76
-$99,132.24
$2,490.94
-$3,693.06
$68,130.39
-$168,559.61
$43,439.74
$14,696.74
$656,705.02
-$2,581,601.98
$35,442,680.00 -$132,740,021.58
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Brewer rolls out new Arizona sales tax plan; cities
balk at potential losses
By Howard Fischer, Capitol Media Services | Posted: Monday, February 11, 2013 1:49 pm
PHOENIX -- Gov. Jan Brewer formally proposed an extensive revamp of how Arizona collects sales
taxes, drawing immediate fire from cities who fear major financial losses.
In its simplest form, the legislation would limit the ability of individual cities to decide on their own
what items are taxable. Creation of a "uniform tax base'' would allow Arizona to begin collecting taxes
on Internet sales if Congress ever gives its approval.
It also would ensure that businesses would face only a single audit from the state to determine if they
had paid the correct amount, eliminating separate reviews by each city.
But the most controversial part would scrap the system where taxes on construction and other kinds
of contracting are collected where the work is done. In essence, contractors determine the price of
the job and then pay taxes on 65 percent of that, the part that is presumed to be for materials, with the
beneficiary being the city where the work is done.
Under this plan, contractors would pay regular state and local sales taxes at the time of purchase on
the items they buy -- and to the retailer who might be in another city entirely.
Senate President Andy Biggs said that makes this plan a non-starter, at least in its current form.
He said this creates financial problems for rapidly growing communities -- especially if the
contractors buy their items in other cities. Biggs said that would create a shift of needed funds away
from the cities that, by virtue of their growth, are incurring the costs of services.
Rep. Doris Goodale, R-Kingman, said the bill, without changes, is unacceptable to her communities
and therefore to her.
And Rep. John Kavanagh, R-Fountain Hills, agreed.
"I don't see how a policy that creates winners and losers is simplification,'' he said, which was the goal
of the gubernatorial task force that crafted it. "It shouldn't be there.''
Ken Strobeck, executive director of the League of Arizona Cities and Towns, said that does not even
consider what happens when a major developer simply trucks in all of its supplies from another state.
Rep. Debbie Lesko, R-Glendale, conceded some changes may be necessary.
But Lesko said she believes the legislation will result in less "leakage,'' where businesses are escaping
paying sales taxes at all. That, she argued, will mean more money collected.
And she said the plan calls for the state to share more of what it collects in contracting sales taxes
www.eastvalleytribune.com/money/article_f648b348-7462-11e2-b7ba-0019bb2963f4.html?mode=print
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with the cities. Lesko said that should make up for any losses.
She also said contractors cannot escape taxes by buying supplies elsewhere, pointing out Arizona law
requires businesses and individuals to compute and pay a "use tax'' on whatever they purchase from
out-of-state suppliers.
Strobeck, however, was unconvinced that some cities won't wind up losing a lot of money. And he
doubted that anyone would properly police contractors to pay those use taxes.
He said cities now have a total of 75 people who do supplemental audits to make sure that no taxes are
missed. Taking cities out of the audit business sidelines them. And there are no immediate plans to
hire additional staff for the Department of Revenue.
"I know that the cities have some problems with it,'' Brewer said of the proposal. But she brushed aside
their concerns.
"The bottom line is there has been a lot of leakage from revenue,'' she said. And Brewer said the
current system presents a "heavy, heavy burden on people that have to file the forms.''
She echoed Lesko's contention that having the state share more of its own contracting tax revenues
will mean more money in the pot, ensuring that no city ends up with less.
Kavanagh is unconvinced. He said if that were really the case the legislation would guarantee that any
additional funds collected would go directly to cities that lose funds.
"But they seem to want to hedge on that,'' Kavanagh said, leaving cities and town to "hope that they're
correct in their prediction of greater revenues.''
The flip side of what Lesko wants to do, , though, could create a windfall for other cities which will
begin collecting more sales taxes from items sold at lumber yards, home improvement stores and
other shops where contractors now get their money. They will not only get those additional dollars but
also benefit from that bigger pot of state shared revenues.
Anyway, Brewer said anyone with problems with the plan will have a chance to register objections as
the bill makes its way through the Legislature.
The less controversial part of the measure deals with limiting the differences among cities in what
they tax.
Andrew John, one of the owners of John's Refrigeration, said his staffers do work in 10 different
cities from in the Phoenix, Scottsdale, Mesa and Gilbert area. He said that means 10 different price
books, each of about 50 pages, "just to collect the right tax from each customer at the time we're
there.'' He said that is not only confusing but time consuming.
It is that issue the Brewer hopes to use to sell the package. She said it will "wring some of the
www.eastvalleytribune.com/money/article_f648b348-7462-11e2-b7ba-0019bb2963f4.html?mode=print
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complexity out of this system, allowing business owners to focus less on paperwork and more on
what they do best: creating jobs.
"I want Arizona to be the easiest place in the country for small business owners to set up shop,'' she
said.
Lesko also pushed that as a point to sell the bill.
"Arizona has the most complicated sales tax system in the entire country,'' she said. "In fact, 46 other
states already do something similar to what we are proposing in this legislation.''

www.eastvalleytribune.com/money/article_f648b348-7462-11e2-b7ba-0019bb2963f4.html?mode=print
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Bloomberg Businessweek
News
Ariz. governor touts sales tax overhaul bill

By By Bob Christie on February 12, 2013
http://www.businessweek.com/ap/2013-02-12/ariz-dot-governor-touts-sales-tax-overhaul-bill

PHOENIX (AP) — A proposal from Arizona Gov. Jan Brewer designed to ease the burden on businesses
hamstrung by one of the nation's most complex sales tax systems was greeted with great fanfare by supporters
Monday, but one major provision also was met with stiff opposition from some lawmakers and cities and towns
who argue it will decimate their revenue streams.
Brewer's plan to completely overhaul Arizona's sales tax collection system aims to set a statewide tax base and
administration, eliminating the need for businesses to file returns and undergo audits in every municipal and county
entity they serve. It also sets the stage for the state to begin collecting sales taxes on internet sales if Congress
passes a proposal that allows such collections.
But the most sweeping overhaul applies to the construction tax, which currently is collected on 65 percent of the
value of new buildings. Much of that tax now flows to the community where the building is done, helping offset
increased costs of providing services.
The proposal championed by Brewer and set to be introduced by Rep. Debbie Lesko, R-Glendale, would
collect sales tax where the goods are purchased, stripping many growing communities of that revenue, opponents
said.
"There's huge impacts on communities like Gilbert, Queen Creek, even places like Paradise Valley that have a
huge increase in building that have no places where there's retail sales taxes (from) construction materials," said
Ken Strobeck, executive director of the League of Cities and Towns. "The shift is really a fundamental problem
for us."
The changes would also limit sales taxes to just sales, and exclude labor and overhead. That means a drop from
65 percent of total price to about 41 percent. The governor's task force estimated that would be made up by
increasing collection from those who currently evade the tax. Strobeck doubts that.
"I don't believe that you can go from taxing 65 percent of a particular item to 41 and say that there's going to be
an increase in the amount collected," he said. "The numbers just don't add up." There's also concern that large
builders will buy materials out of state and pay no sales tax at all.
Republican Sen. John McComish, the majority leader, said he's heard the criticism but thinks it is overblown. He
also is open to some tweaks in the construction sales tax proposal, but not at the expense of the overall bill, and
pointed to a doubling in shared state revenue that will flow to the cities and towns. He also said he knows some
municipalities will lose revenue and he is open to easing in the new rules.
"Maybe there's a way to provide a glide path for them for several years that somehow it can be backfilled so
they can adjust to the new way of doing business," he said.
www.businessweek.com/printer/articles/190074?type=ap

1/2

2/12/13

Ariz. governor touts sales tax overhaul bill - Businessweek

McComish urged the League to come to the Legislature with suggestions on changes.
"Instead, at this point they're kind of saying, 'No, we don't want to do this,'" he said, "Well, I think it's going to
happen, so come to us with your suggestions how can we make it better without making another complicated
system."
The bill will face opposition from lawmakers who feel the heat from cities and towns in their districts, even if they
generally support the overhaul.
"I certainly support streamlining the process for our businesses, taking away unnecessary aspects," said Rep.
John Kavanagh, R-Fountain Hills. "But there are several deal-killers in this bill," the biggest being the construction
tax.
"There is no way I will vote for the package with that revenue loss for all of my municipal entities in it," Kavanagh
said. "I hope that they don't sacrifice the good parts of this bill for the bad ones, assuming they can't provide
remedies."
Brewer's news conference Monday was stacked with business and legislative leaders, part of an effort to show
her proposal has strong support despite the criticism it has received.
"I'll tell you, this has been a long time coming," Brewer said. "For the 30 years that I've held elected office in
Arizona we've known that our sales tax code is too cumbersome."
©2013 Bloomberg L.P. All Rights Reserved. Made in NYC
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Brewer touts sales-tax overhaul bill

Arizona Gov. Jan Brewer waves to supporters in the gallery as she leaves the
Arizona House of Representatives floor after giving her State of the State address
at the Arizona Capitol,
Associated Press
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Taxes are once again poised to dominate debate at the state Capitol, but this
year’s major tax bill doesn’t raise or lower rates.
Instead, a bill hailed by Gov. Jan Brewer aims to simplify the way government
collects sales tax. Even before House Bill 2657 was formally introduced Monday,
Arizona cities have complained the measure could take millions of dollars from
their coffers and reduce oversight to catch tax cheats.
Brewer touted the bill at a news conference, before a room packed with
business owners, lobbyists and lawmakers.
“This has been a long time coming,” she said, noting Arizona’s sales-tax system
is “overly complex” and ripe for an overhaul.
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The plan, created by a task force she appointed last year, would create one
point of contact for businesses, one payment and one audit. Businesses collect
sales taxes for Arizona governments and for years have had to deal with
different levels of government and often-conflicting interpretations of tax law.
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HB 2657 would funnel payments through one state-run system, and disburse
them to the proper government agency, be it city, county or state.
Brewer acknowledged the objections many cities and towns have to two key
parts of the plan and vowed to work with “our municipal friends.” House Speaker
Andy Tobin,
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Brewer touts sales-tax overhaul bill
R-Paulden, has said the bill can’t pass without changes to those areas, which
involve the prime-contracting tax and the tax-auditing process.
Cities have complained the plan would rob them of millions of tax dollars
because it would reconfigure the way the prime-contracting sales tax is levied.
The bill calls for a shift from the current practice, where the tax is based on
where the contracting activity occurs, to one where the contractor pays tax on
the materials they buy at the point of purchase.
Many of those materials, cities believe, could be bought in other jurisdictions, or
even out of state. The city of Phoenix has estimated such a shift could cost
$11million to $25million a year.
However, the bill attempts to sweeten the pot for the cities by doubling the
amount of state-shared sales tax they would receive.
Tobin, who is one of the many sponsors of the bill, said there are numerous
formulas the state could look at to ensure cities don’t lose out on a shift in the
prime-contracting tax. The bill has challenges, he said, but they’re not
insurmountable. The goal is to hold the cities harmless so they don’t lose
revenue.
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He called the bill’s overall objective of streamlining sales-tax reporting a “huge
positive” for the state.
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Brewer made it clear she expects the legislative process to hammer out the
differences between the cities and her task force’s recommendations.
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Ken Strobeck, executive director of the League of Arizona Cities and Towns,
said the cities believe the task force’s conclusion that nearly one-third of
contractors don’t follow the existing law is vastly overstated. The noncompliance rate is one of the rationales for changing the contracting tax.
What is lacking from the debate so far are solid figures on what the cost to the
cities would be if Arizona were to change the contracting tax, said Rep. Debbie
Lesko, R-Peoria, chairman of the House Ways and Means Committee.
Cities also object to a proposal to have the state conduct the sole audit on tax-collecting activities, taking
away the ability of local governments to do their own audits.
Brewer’s task force concluded the multiple audits are burdensome to businesses and sometimes result in
conflicting interpretations of the law. The cities say their audits provide a valuable second set of eyes on
the tax-collection process that can catch problems.
The bill builds on the idea of a single point of contact for submitting sales-tax information. That concept was
successfully pushed last year by Rep. Rick Gray, R-Sun City. Gray said he expects the bill to be modified
as it works it way through the Legislature.
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HB 2657 has the support of more than half of the 90 lawmakers.
Aside from its controversial provisions, the bill is designed to make life easier for businessmen like Andrew
John, who runs a heating-and-air-conditioning business that serves customers from central Phoenix to the
West Valley.
He said his workers often need 10 different tax books to reflect the rates and rules in different jurisdictions,
adding time and complexity.
“There has to be a better way,” he said at the news conference.
He asked lawmakers to support the legislation, “so we can do what we’re good at, which is making you
comfortable.”
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Gov. Jan Brewer (AP Photo/Matt York)
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Gov. Jan Brewer today
announced her plans
for simplifying
Arizona’s complicated
sales tax system, which
followed
recommendations from
a task force on
eliminating the
multiple jurisdictions
and layers of
bureaucracy that
businesses face in
paying transaction
privilege taxes.

The task force made 10 recommendations, seven of which don’t need legislative
approval. The bill, sponsored by Rep. Debbie Lesko, R-Glendale, will tackle the
other three.
The key provisions of the proposal are: eliminating the current formula by which
sales tax revenue on construction materials are split between the city where the
materials are purchased and the city where they’re used; eliminating cities’
ability to conduct their own audits of businesses, with the Arizona Department of
Revenue taking over those responsibilities; and eliminating cities’ ability to collect
their sales taxes on their own, which will also be taken over by DOR.
Brewer said the plan will make it easier for companies to do business in Arizona,
which she said has one of the most complicated sales tax systems in the United
States.
“This has been a long time coming. For the 30 years that I’ve held public office in
Arizona, we’ve known that our sales tax code is too cumbersome,” Brewer said.
“What Arizona hasn’t done is something real and lasting to address this issue.
Well, it’s time for action.”
The three pillars of the bill have been well-known since the Transaction Privilege
Simplification Task Force made its recommendations in December, and Brewer’s
press conference at the Executive Tower seemed primarily aimed at showing how
much support the bill has. Brewer was flanked by dozens of lawmakers, including
some Democrats, members of the business community, city council members and
others.
The bill, which Lesko planned to introduce later in the day, has 42 co-sponsors,
including at least one, House Speaker Andy Tobin, who has voiced concerns with
some of the proposals.
“Our current sales tax system is really messed up, and it places a huge and costly
burden on our businesses and employers,” Lesko said. “The legislation is going to
free up business capital and time so that businesses can hire more workers.”
Task Force member Linda Stanfield, the owner of Benjamin Franklin Plumbing,
said the multiple audits that businesses are currently subject to are costly and
burdensome. Small businesses want to comply with the system, she said, but they
need help to make it less complicated.
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“I hope all legislators are hearing the cry for help from small businesses that need
your support to simplify our complicated system,” Stanfield said.
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The Arizona League of Cities and Towns, along with numerous municipalities, are
hostile to the three elements of the bill, especially the contracting provision.
Opponents are worried that cities will lose millions in revenue by changing the
way sales taxes on construction materials are collected.
Brewer and Lesko said the plan will offset the loss of TPT revenues to cities in
two ways. First, it will increase the amount of money from TPT taxes that cities
get under the state’s shared revenue formula to 40 percent from 20 percent.
Second, it will eliminate much of the noncompliance the state sees from people
who either intentionally evade the taxes or unintentionally don’t pay due to the
system’s complexity.
“The thing that you have to take into account is they’re going to double the pool of
money that they get revenue sharing from. And that pool is going to be bigger,”
Lesko said after the press conference.
Brewer said she is also willing to work with the cities to alleviate some of their
concerns.
“I know that the cities have some problems with it, but we’re going to work with
them. They’ve always been our friends,” Brewer said. “I’m open. I don’t have my
feet in cement.”
Critics, however, were not swayed. Ken Strobeck, executive director of the
League of Arizona Cities and Towns, was skeptical that cities would recoup the
money lost due to the prime contracting change. He said the fundamental
problem is that the league doesn’t agree with the Department of Revenue’s
assessment that the state loses 31 percent of its TPT on construction materials
from noncompliance.
“The assumptions that come from DOR are ones that we don’t believe. So it’s
very hard for us to come back and say, here are our numbers, based on
assumptions that we disagree with fundamentally. We don’t agree there’s 31
percent noncompliance,” he said.
Tobin, R-Paulden, said he signed on as a co-sponsor because he believes Arizona’s
sales tax system must be simplified, and that he supports the overall concept. But
he wants changes to the prime contracting provision.
“I signed onto this early. I like the concept. I think it’s kind of a work in progress,”
Tobin said. “I think as it is, the prime contracting provision is a problem. But from
what I’m hearing, the stakeholders are developing solutions for it.”
Senate President Andy Biggs, R-Gilbert, stood behind Brewer at the press
conference. He, too, said he supports the overall concept, but said the bill is likely
to undergo revisions.
“You never know what’s going to be in there. Everybody’s still doing some
research on numbers, and I’m okay with the broad concepts. I believe it will look
a little bit different by the time we get through. And I’m hoping that everybody
will be able to come on board and the areas where some legitimate concerns can
be addressed,” Biggs said.
On Friday, the mayors of Fountain Hills, Gilbert, Paradise Valley and Scottsdale
wrote a joint letter to Brewer, asking her to reconsider the audit, contracting and
tax collection provisions.
“Perhaps the most problematic recommendation is to change the method of how
TPT is assessed on construction activities. This recommendation would
fundamentally change how construction projects are taxed, resulting in the loss of
hundreds of millions of dollars of construction revenue each year to our respective
cities and towns,” the letter read.
The four mayors also questioned whether the Department of Revenue would
have the resources to take on the auditing and tax collecting duties currently
handled by some of Arizona’s cities, a concern echoed by Strobeck.
Lesko said the agency will get increased funding in the fiscal year 2014 budget so
it can deal with its new responsibilities, but that lawmakers and the Governor’s
Office won’t know how much additional funding is needed until they see the final
version of the bill.
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Hugh Guinn Obituary: Hugh Guinn’s Obituary by the The Arizona Republic.

Hugh Guinn
Guinn, Hugh Northcutt
passed away peacefully with his family at his side on January 23, 2013 in Gilbert, Arizona. He was born
July 18, 1925 in Johnson, Arkansas, to Albert Sidney Guinn and Marie Northcutt. Hugh is survived by his
four children; Jim Guinn, Terri (Rick) Hanger; Randy Guinn, and Betsy (Mike) Reader; 8 grandchildren,
Lindsey Guinn, Tracy (Casey) McMurphy, Kevin (Nikki) Hanger, grand daughter, Katie Hanger Jeff
Hanger, Laura, Sarah and Nick Reader; and 3 great grandsons, Layton and Grayson McMurphy and R.
Graeme Hanger. He was preceded in death by his parents, brother, Charles and wife of 57 years, Elena.
Hugh served in the Merchant Marines, transferring to the Navy where he served as a medic for the
Seabees from 1943-46. He graduated from the University of Arizona in 1951 where he was a member of
the Pi Kappa Alpha Fraternity and met his wife, Elena. They were married August 5, 1950 in Tucson,
Arizona. He graduated from the University of Missouri (Kansas City) Dental School in 1956. Hugh lived in
Casa Grande, Arizona for 39 years where he practiced dentistry and was very active in community service. Hugh served as
Chairman of the Board of Trustees for Casa Grande Schools, Chamber of Commerce and Community Hospital as well as
Mayor of Casa Grande (1977-1985) and President of Arizona League of Cities and Towns. He gained national recognition as an
expert in rural government and economic development. Hugh loved his University of Arizona Wildcats. He served on the Board
of Directors of the Alumni Association from 1967-1983, including President (1972-73). He also served on the University Of
Arizona Foundation Board Of Directors and received numerous honors for his service. Funeral services will be held on
Saturday, February 16, 2013 at 10 am at St. James the Apostle Episcopal Church; 975 East Warner Road, Tempe. In lieu of
flowers during this Lenten season, please direct donations to the University of Arizona Foundation/Johnson Alumni
Endowment; PO Box 210109; Tucson, AZ 85721. www.uafoundation.org/give/UAAA. Please designate "In Memory of Hugh
Guinn" in memo line.
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