NOTICE OF A REGULAR MEETING OF THE
LEAGUE OF ARIZONA CITIES & TOWNS
EXECUTIVE COMMITTEE
Friday, May 11, 2018 at 10:00 a.m.
League Office Building
1820 West Washington, Phoenix
Notice is hereby given to the members of the Executive Committee and to the general public that the
Executive Committee will hold a meeting open to the public on May 11, 2018 at 10:00 a.m. Members of
the Executive Committee will attend either in person or by telephone conference call. The Executive
Committee may vote to recess the meeting and move into Executive Session on any item on this agenda.
Upon completion of Executive Session, the Executive Committee may resume the meeting, open to the
public, to address the remaining items on the agenda. A copy of the agenda is available at the League
office building in Suite 200 or on the League website at www.azleague.org.

Agenda
All items on this agenda are scheduled for discussion and possible action, unless otherwise noted.
CONSENT AGENDA: All items will be considered as a group by the Executive Committee and will be
enacted with one motion. There will be no separate discussion of these items unless a member requests, in
which event the item will be removed from the Consent Agenda and considered as a separate item in its
normal sequence on the Agenda.

Call to Order; Pledge of Allegiance
Consent Agenda
1.
Review and Adoption of Minutes
2.
BMO Harris P-Card Resolution
Regular Agenda
3. Legislative Policy Discussion and Update
4. League Budget for 2018-2019
5. 2018 League Conference Update
6. Report on Incorporation Presentations
Property Corporation Meeting
7. Review and Adoption of Minutes
8. Property Corporation Budget for 2018-2019
9. Annual Election of Officers
Additional informational materials are included in the agenda packet but are not part of the agenda.

EXECUTIVE COMMITTEE MEETING
Friday, May 11, 2018

Consent Agenda
Item #1

Review and Adoption of Minutes

Summary:

Minutes of the previous meeting are enclosed for your review and
approval.

Responsible Person:

President Jay Tibshraeny

Attachments:

February 9, 2018 Executive Committee Minutes

Action Requested:

Approval

MINUTES
LEAGUE OF ARIZONA CITIES AND TOWNS
EXECUTIVE COMMITTEE MEETING
Friday, February 9, 2018 at 10:00 a.m.
League of Arizona Cities and Towns
1820 W. Washington St.
Phoenix, Arizona

MEMBERS
President
Jay Tibshraeny, Mayor, Chandler

Thomas L. Schoaf, Mayor, Litchfield Park
Ed Honea, Mayor, Marana
John Giles, Mayor, Mesa
Satish Hiremath, Mayor, Oro Valley
Cathy Carlat, Mayor, Peoria
Daniel Valenzuela, Councilmember, Phoenix
Gail Barney, Mayor, Queen Creek
W.J. "Jim" Lane, Mayor, Scottsdale+
Daryl Seymore, Mayor, Show Low
Rick Mueller, Mayor, Sierra Vista
Sharon Wolcott, Mayor, Surprise+
Mark Mitchell, Mayor, Tempe*
Bob Rivera, Mayor, Thatcher
Jonathan Rothschild, Mayor, Tucson
Douglas Nicholls, Mayor, Yuma+

Vice President
Mark Nexsen, Mayor, Lake Havasu City
Treasurer
Christian Price, Mayor, Maricopa
Doug Von Gausig, Mayor, Clarkdale
Lana Mook, Mayor, El Mirage
Coral Evans, Mayor, Flagstaff
Linda Kavanagh, Mayor, Fountain Hills
Jenn Daniels, Mayor, Gilbert
Jerry Weiers, Mayor, Glendale
Georgia Lord, Mayor, Goodyear
*Not in Attendance
+ Attended via phone

President Jay Tibshraeny called the meeting to order at 10:03 a.m. He invited Mayor Weiers to
lead the Executive Committee in the Pledge of Allegiance.

1. REVIEW AND ADOPTION OF MINUTES
Mayor Jonathan Rothschild moved to approve the minutes of the November 3, 2017 Executive
Committee Meeting; Mayor Bob Rivera seconded the motion and it carried unanimously.
President Jay Tibshraeny then asked to move to Item # 5 – Presentation by Gilbert Davidson,
Chief of Operations, and Governor’s Office.
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5. PRESENTATION BY GILBERT DAVIDSON, CHIEF OF OPERATIONS,
GOVERNOR’S OFFICE
President Jay Tibshraeny welcomed League Executive Director Ken Strobeck to introduce Mr.
Gilbert Davidson.
Executive Director Strobeck informed the Executive Committee that late last year, Gilbert
Davidson, former town manager for the Town of Marana, was appointed to the position of Chief
Operating Officer for the Executive Branch for the State of Arizona by Governor Doug Ducey.
Executive Director Strobeck welcomed Mr. Davidson to provide a brief update.
Mr. Davidson introduced himself to the Executive Committee, explaining that his position was
created to oversee the state agencies, ensuring that they are operating efficiently and effectively
to best serve the citizens and support other elements of government. In addition to overseeing the
state agencies, Mr. Davidson informed the Committee that he recently took over the duties as
interim director of the Department of Administration.
In his new role as Chief Operating Officer, Mr. Davidson’s first priority is the rollout of the
Arizona Management System. This is a program endorsed by Governor Ducey where the main
goal is to create a culture within state government that drives efficiency, eliminating unnecessary
policies and procedures.
Mr. Davidson informed the Committee that he had recently provided a presentation about this
new system to the Arizona City/County Management Association at their Annual Winter
Conference the week prior. He also referenced a partnership launched with the state universtieis
and other entities to begin a concerted effort to train and develop all levels of state employees
and indicated it could be a program where local government could potentially share.
Mr. Davidson also told the Committee that he would love to engage with cities and towns in
strengthening the state and to contact him if there were areas effecting local government where
he could potentially be of service.

2. LEGISLATIVE POLICY DISCUSSION AND UPDATE 28:45
President Jay Tibshraeny welcomed League Executive Director Ken Strobeck to provide the
Executive Committee Legislative Update.
League Executive Director Strobeck informed the Executive Committee that the Legislature had
been in session for just over a month and has been historic with the expulsion of Rep. Don
Shooter. Rep. Shooter was expelled by a vote of 56-3 and is only the fourth representative to be
expelled from the legislature. Mr. Strobeck also notified the board of upcoming deadlines at the
Legislature.
Executive Director Strobeck then welcomed League Legislative Director Patrice Kraus to
provide updates on additional bills.
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Home-based businesses/Occupational licenses
Legislative Director Kraus began by informing the Committee of three bills that were introduced
in regard to home-based business regulations; SB 1002, SB 1175 and HB 2333. Sen. Farnsworth
who is sponsoring SB 1002 has contacted the League prior to the start of the session and had
worked collaboratively with the counties on the bill language. Sen. Farnsworth wants to create a
statutory framework for home-based businesses. Ms. Kraus noted that the League does not
believe home-based businesses are negatively affecting our communities. The League has been
working cooperatively with Sen. Farnsworth and he has included some of the suggested
language, but the League will have to continue to oppose this bill.
The Goldwater Institute, the Free Enterprise Club and Institute for Justice approached Rep.
Weninger to run a bill regulating home-based businesses which is HB 2333. Ms. Kraus noted
that HB 2333 as a mirror bill in the Senate, SB 1175. The language in HB 2333 and SB 1175
contains restrictive provisions and mandates that home-based businesses can locate “by right,”
which would give businesses equal footing with residents. If it is what they call a “no impact”
home-based business it is limited to the owner of the house, immediate family members and up
to three employees at one time, but cannot increase traffic. Ms. Kraus informed the board of the
three provisions that make it difficult for cities and towns to regulate. Firstly, locating by right
meaning the business does not have to inform the city/town they are opening a business, which
in turn means they do not require a permit or any kind of license at the local level if they are
considered a “no impact” home-based business. Secondly, any regulations in regard to homebased businesses have to be “narrowly tailored” in that they specifically address home-based
businesses. Thirdly, any question of whether or not the regulation is narrowly tailored is to be
decided by the courts and the burden of proof is clear and convincing evidence which is the same
standard of proof as removing a child from their home.
Ms. Kraus said that the League is not opposed to having some type of statutory framework for
things home-based businesses can and cannot do, but have not been approached to negotiate on
these bills so the League will continue to oppose them.
Mayor Nexsen questioned the impact to the neighborhood. Ms. Kraus noted that the same
organizations that brought forward the Air BnB bill from two sessions ago are behind HB 2333
and SB 1175.
Mayor Daniels asked about the probability of killing one, if not all, of the home-based business
bills. Ms. Kraus suggested working on the issue before trying to kill the bill in hopes of putting
the issue to rest. President Tibshraeny asked about regulating home-based businesses for safety
reasons where Ms. Kraus mentioned there are provisions in the bill for public health and safety.
If you could demonstrate that the business was putting others at risk the city/town would be able
to regulate the business, the question is if the municipality does not know the business is there,
how can you determine if what they are doing is endangering the public?
Ms. Kraus explained to the board that if the League does not have the ability to negotiate or the
bill is killed, the issue may return the following session with more restrictive provisions. Mayor
Hiremath asked for examples of issues that were defeated and came back the following session
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in a more restrictive form. Ms. Kraus gave examples of issues such as consolidated election dates
and segued into the occupational licensing bill that was killed last session and remains a current
issue.
After additional discussion, President Tibshraeny calls for a decision for direction on whether or
not League staff should have the flexibility to negotiate and if not, then to kill the bill, or to work
to defeat the bill without negotiating. The board votes to allow the legislative team flexibility in
their strategy.
Construction Sales Tax /Spec Builder, Digital Goods
President Tibshraeny invited League Tax Policy Analyst Lee Grafstrom to discuss legislation in
regard to Construction Sales Tax/Spec Builder.
Mr. Grafstrom first discussed a bill related to the speculative builder. HB2387 is a bill that will
essentially pre-empt city’s speculative builder classification and creates an exemption for inplace leases. He explained that when people build a new commercial property typically they are
sold as soon as they get about 80% leased; leases tend to run 5-10 years. This value of renting
out the building is included in the value of the purchase price. Mr. Grafstrom noted this has been
a recurring issue for at least a decade and at the city level various cities have dealt with this issue
by providing exemptions or relief in this area with varying methods. He informed the board that
the League is in the process of putting the in-place lease exemption into the Model City Tax
Code and providing a uniform methodology so taxpayers and jurisdictions know exactly how to
deal with it. Mr. Grafstrom explained the bill says that cities must allow for a deduction for the
value of in-place leases, other intangibles and personal property but it does not provide a method
to value those in-place leases, which is one of the main concerns; the larger concern is the term
“other intangibles.” Over the years the term “other intangibles” has been used by the
development industry to mean anything from profit, overhead, or whatever they decide to
include as the difference between cost of construction and selling price for the new construction.
Mr. Grafstrom noted cities tax the selling price and the state taxes the cost of construction price.
This bill has a floor on it saying that there can be a deduction for whatever amount for leases,
other intangibles and personal property, as long as you do not go below that floor of basis that
you used at the state level. Since there are no definitions or methodologies, there is simply a door
that is open with a potential bottom line of paying it like the state. The League sees this as a
complete elimination of speculative builder which would cost cities and towns a large sum of
money; the League is attempting to pull numbers to estimate what the loss may be as a total. This
is an exemption cities and towns already use and we are working to add this exemption in the
Model City Tax Code and are more than willing to sit down with stakeholders to get to a solution
that is fair across the board.
Mr. Grafstrom then discusses two bills that emerged from the ad-hoc committee that looked at
taxation of digital goods, SB1392 sponsored by Sen. Farnsworth and its companion bill HB2479
sponsored by Rep. Ugenti-Rita. Mr. Grafstrom informed the board that the bill was written by
the Arizona Tax Research Association (ATRA) to assist the ad-hoc committee. ATRA has added
definitions to the bill that match what already exists in the Model City Tax Code but that did not
exist in the state tax code. An issue is that a line is being drawn about what will be taxable and
what will not be taxable based on whether or not the purchaser can save, download and hold
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onto, a complete copy of whatever that good may be like a movie, song or version of TurboTax.
Mr. Grafstrom informs the board that digital goods that are partially downloaded or are not
downloaded and remain in the cloud/internet would be exempt. The language of this bill
separates prewritten software and digital goods which it calls taxable provided they are
transferred electronically and you got a full copy. This bill also exempts anything considered to
be specified digital services which would be those same programs or goods, provided you did not
download the entire copy. Mr. Grafstrom noted that the bill also talks about software as a service
formerly known as software as a subscription, and offered this example – I am putting my
programs on your server with your operating system and I am operating there which is currently
taxed under TPP (Tangible Personal Property) because I am renting space on your server.
Infrastructure as a service is – I am putting my own operating system and programs on your
server, but my system is running everything, which is also currently taxable through TPP. He
noted there are eight new exemptions in this bill and this will have a high dollar cost for the state,
counties and cities/towns because it changes the nature of certain transactions. It makes things
that are currently considered taxable under retail or rental under TPP and turns them into Use
Tax, which a lot of cities do not have and is not shared at the state level. Mr. Grafstrom informs
the board that there is a significant revenue impact that will come from this, the problem is that
no one is reporting their information in the way the bill describes which is making it difficult to
find an accurate number, but the impact is predicted to be large. The biggest concern is that the
large number is only going increase as technology advances, especially once it becomes known
how the process works without being taxed. A question was asked of who gets the tax, which
Mr. Grafstrom answered that currently, if it is a digital good, the tax goes to the billing address
of the customer.
Legislative Director Patrice Kraus brings one additional bill to the attention of the Committee,
Cable Licensing. Ms. Kraus invited Legislative Associate Tom Savage to discuss this issue.
Cable Licensing
League Legislative Associate Tom Savage communicated to the Committee that the League had
been contacted by Cox the second week of session regarding their proposal to shift the licensing
authority of cable operators from local municipality to the Secretary of State. This bill, HB2579
is sponsored by Rep. Jill Norgaard. Cox explained the bill as only transferring the ministerial
authority of licensing cable operators but that the local regulations regarding right of way
management would otherwise remain the same. Mr. Savage informed the Board that with the
League’s review of the bill it seems the provisions of the bill do not match up with that story.
There are some troubling provisions in this bill regarding cost shifts to municipalities for street
cut restoration and undergrounding requirements. Essentially, though the language is vague, the
cable operator is required to pay the “reasonable costs” for repairing street cuts. Anything above
what the cable operator deems to be reasonable is to be paid by the municipality. The
municipality would receive an invoice from the cable operator and the city/town would have 60
days to pay the additional cost and if they do not, it will come out of their license fees. Mr.
Savage said that in addition, the undergrounding requirements in most cases will be covered by
the municipality. Mr. Savage reminded the Board of some cities that have had issues with this
company regarding bundling discounts, the issue was that they were applying discounts for a
bundle of 3 packages, telephone, internet and cable; they were applying their discounts from
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their telephone and internet to the cable so therefore it would lower the revenues that are subject
to the up to 5% license fees. He also noted that the bill would change the definition of gross
revenue in this bill. Essentially, if they are receiving any revenue for leasing of their
infrastructure in the right of way, it is not included in their gross revenue, or those revenues
would not be subject to the license fees. Mr. Savage told the board that the biggest issue is that
this has not gone through a thorough stakeholder process as they came to us after the session
began with a 20 page draft of what the cable operator was trying to accomplish. The League was
not included in the process and was only made aware of the bill after the session began. This bill
is scheduled for House Commerce next week. Mr. Savage informed the board that the League
requested the bill be held and to work on the issue over the interim, but is seems as though the
cable operator is adamant on pushing this bill through this session. Mayor Daniels suggested
discussing the nuances of the bill with Rep. Norgaard. League Executive Director Ken Strobeck
noted that the contents of this bill are very intentional and it takes away any leverage cities and
towns have to work with cable operators Mayor Giles, Mayor Daniels and President Tibshraeny
ask League staff to set up a meeting with Rep. Norgaard. Mayor Nicholls of Yuma reiterated that
having a franchise agreement is a community’s only leverage. League Legislative Director
Patrice Kraus noted that other cable companies like Comcast and CenturyLink have not been
involved and will most likely not engage at this point.

3. SB1487 DEVELOPMENTS
President Jay Tibshraeny recognized League Executive Director Ken Strobeck, who welcomed
League General Counsel Christina Estes-Werther to provide an update on developments of
Senate Bill 1487.
General Counsel Estes-Werther informed the Committee that there had been three 1487 claims
recently. She referenced a claim made by Representative Jay Lawrence against the City of
Phoenix and their transparency protocol. The Attorney General found that this did not violate
SB1487. Another claim was made by Representative Vince Leach against the Town of Patagonia
in reference to their regulation of heavy trucks. The Attorney General also found that this did not
violate SB1487.
A third claim, also made by Representative Vince Leach, came in a complaint against
Government Property Least Excise Tax (GPLET) as utilized by the City of Tempe. The Attorney
General released an opinion, indicating that one of the ordinances, in reference to the Graduate
Hotel in Tempe, was not in violation. The second complaint about GPLET use for Bank of the
West in Tempe was found by the Attorney General as an item that may violate SB1487. The
Attorney General acknowledged that there is ambiguity in the statute regarding a grandfathering
date about a particular rate.
Ms. Estes-Werther told the Committee that the Attorney General typically gives a city a few
weeks to brief the council, find out their intended direction and then they are required to file
special action, likely within the next couple weeks. The League is willing to file an amicus brief
in support of the City of Tempe should they move forward.
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Ms. Estes-Werther also informed the Committee about proposed legislation in relation to
SB1487. She noted that SB 1347 included a few developing provisions. The first would preclude
a complaint from being made by a legislator who did not represent the city or town where the
complaint was being filed. In all but one circumstance thus far, all the complaints have been
made by legislators who do not represent municipalities where they filed the complaint. Another
provision would expand the time frame. Currently there are only 30 days from when the
legislator files a complaint for the Attorney General to make a determination, which puts a lot of
burden on the municipality, who is typically only given approximately 10 days to respond. The
bill now asks for 60 days, which doubles the time frame, however, Ms. Estes-Werther indicated
that they would be amenable of any type of time increase. In addition, she noted that new
legislation would like to codify some of the general processes, as there is not currently anything
that indicates cities or towns need to be notified once they’re under investigation.
Ms. Estes-Werther then welcomed Attorney Paul Eckstein from the law firm of Perkins Coie,
who represented the League before the Arizona Supreme Court in January 2017 in the Tucson
firearms case.
Mr. Eckstein gave a brief overview of the particular case, reminding the Executive Committee
that the Attorney General had found the City of Tucson in violation of SB1487 after a complaint
was filed in 2016. The City of Tucson involved state laws that preempted cities from legislating
by ordinance in any other way with respect to weapons, in particular, requiring the government
to sell back weapons to dealers within the marketplace. The City of Tucson had ordinances
providing that the City of Tucson would destroy weapons and not put them back into the
marketplace. After a legislator filed an objection, the Attorney General indicated it “may violate”
state law.
The Supreme Court issued a decision in August 2017. Their findings were that requiring the
Attorney General to investigate and take further action of an ordinance violation complaint does
not violate Arizona’s Separation of Powers provision in the Constitution. Additionally, requiring
the Supreme Court to accept jurisdiction also does not violate Arizona’s Separation of Powers
provision in the Constitution. Most importantly, the Supreme Court’s decision indicated that the
City of Tucson’s ordinance was in violation of the legislative preemption having to do with gun
regulation. The court ruled that the registration and regulation of firearms is part of the police
power and the state has the right to act where there is an important police power of protection.
Secondly, in order for a city to prevail, the Supreme Court said that the matter must be of a
purely local matter and indicated matters that were purely local interest to date were elections
and disposal of city real estate.
Mr. Eckstein told the Committee that with respect to the particular issues that the Supreme Court
ruled upon, the most harm was conducted on the matter of local interest. Where there had been
some wiggle room prior to this decision on which matters were of local interest, the law is now
clear that it must be a matter of purely local interest.
Mr. Eckstein also said that there are still some unclear items that the Supreme Court chose not to
decide. The Court did not decide if it was constitutional for the Attorney General to instruct the
State Treasurer to withhold State Shared Revenue funding. The court said in a footnote they did
not have to decide this issue as it had not been filed as a B1 violation.
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4. PSPRS UPDATE
President Tibshraeny welcomed League Pension Policy Analyst, Nick Ponder to discuss PSPRS
Updates.
Mr. Ponder references a presentation provided in the Executive Committee Meeting binder. Mr.
Ponder notes that the most common question he receives is “PSPRS made 12% last year, why
did my contribution rates go up?” Mr. Ponder referenced his presentation to explain the 2017
Actuarial Valuation, which was also presented at the Arizona City/County Management
Association Winter Conference at the beginning of the month. He informed the committee that
some of this was due to the Hall case where the contribution rate for Tier 1 was reduced form
11.65% to 7.65%, and how much longer people are living, which in turn increases contribution
rates. Since remaining cases have been settled, this should be the last increase we see to our
contribution rates before they eventually will come down. There is one particular bill in the
legislature that would increase contribution rates by 27% per employer which is also mentioned
in the presentation provided.
Mr. Ponder explained that in the general, it is best to account for people living longer and salary
increases now rather than later when you are accumulating interest. Lastly, Mr. Ponder notes the
League’s recommendation in regard to local boards which was to allow the 17 larger employers
to keep their local board structure and establish one board consisting of medical professionals for
employers in the risk pool. Across the nation, the process is generally to have all pooled boards
but by having pre-established local boards, the conclusion was to leave the local boards in place
and create one additional medical board to represent the remaining pooled communities. This
recommendation was based on analysis of the original Cortex recommendation of consolidating
to 45 local boards and concerns presented at the ad-hoc committee meetings. This does not seem
to be high priority this legislative session.
In response to a question, Executive Director Ken Strobeck notes that the number 17 comes from
the agreed upon number of 250 active employees in a city’s police or fire department. The goal
of having a board of medical professionals making these decisions for the pool is to maintain
objectivity.

6. UPDATE ON LEAGUE POLICY COMMITTEES
President Tibshraeny invites Legislative Associate Tom Savage to provide an update on Policy
Committees.
Mr. Savage informed the committee the legislative staff wants to make changes to the way the
policy committee process works that will make the process more efficient. He notes that the
biggest change is to consolidate the meetings dates during the three months after the conclusion
of the Legislative session. Mr. Savage reminded the committee that previous years included a
meeting during the legislative session which led to confusion as to whether the policy issues on
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the agenda, does that mean that legislative staff are going over to the capitol to try and fix the
issue notwithstanding the process that the resolutions are vetted through.
In addition, because the legislature is in session, we are focused on what is happening at the
capitol, advocating for issues that have been adopted during the previous year’s annual
conference that was included in our legislative agenda and also working through the numerous
bad bills that we have provided to you. Legislative staff hopes by consolidating these meetings to
the months between May and July up until the resolutions committee will allow for ease of the
process and these issues will be fresh in everyone’s minds as the committees head into the
resolutions process which will allow for more robust discussion of the issues.
Also, legislative staff will be conducting an open enrollment process by submitting an annual
survey to elected officials and their staff to identify which policy committees are available and to
invite city officials to participate, especially those who have knowledge on specific subject
matter.

7. REPORT FROM BUDGET SUBCOMMITTEE
President Tibshraeny invited Mayor Schoaf, Budget Subcommittee Chairman to discuss the
report from the Budget Subcommittee which includes the proposed preliminary FY 2018-19
League and Property Corporation budgets which was created to put context to the recommended
FY 2018-19 League Dues.
Mayor Schoaf reviewed the budget documents provided and explained that the budget is
relatively the same, except that this year the League is budgeting for a positive revenues over
expenditures compared to last year where the subcommittee budgeted for a shortfall. He
explained that based on this preliminary budget there does not need to be any change to the Dues
formula so the subcommittee put together a dues list which provided context for the changes in
dues based on the 2016 census numbers.
Without any questions, Mayor Thomas Schoaf moved to approve the Proposed FY 18-19 Dues;
Mayor Jenn Daniels seconded the motion and it carried unanimously.
Seeing no further business, President Tibshraeny adjourned the meeting at 12:09 p.m.
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EXECUTIVE COMMITTEE MEETING
Friday, May 11, 2018

Consent Agenda
Item #2

BMO Harris P-Card Resolution

Summary:

BMO Harris requires board approval in order to authorize the issuance
of a procurement card under their program guidelines.

Responsible Person:

Ken Strobeck

Attachments:

Resolution

Action Requested:

Approval

Resolution Authorizing Issuance
of
Individual Procurement Cards
WHEREAS, the Executive Committee of the League of Arizona Cities & Towns has the
authority to enter into an agreement with the Bank of Montreal for purchasing cards.
NOW, THEREFORE, BE IT RESOLVED by the Executive Committee of the League of
Arizona Cities & Towns that the Executive Director is authorized to enter into an Agreement
with the Bank of Montreal to secure Procurement Cards for each authorized employee of the
League under such terms and conditions as approved by the Executive Committee.
The Executive Committee authorizes the League’s Executive Director to execute a p‐Card
program agreement on its behalf.
Approved this 11th day of May 2018.
Ayes_____
Nays_____
President_____________________________________________________________
Date_______________________________________

EXECUTIVE COMMITTEE MEETING
Friday, May 11, 2018

Agenda Item #3

Legislative Policy Discussion and Update

Summary:

As of press time, the 2018 legislative session is still in session on Day
115. The Governor and legislative leadership have agreed on a budget
package that includes the 20% pay increase for teachers by 2020,
prompted by the #RedForEd movement and their large presence at the
Capitol. Those bills are currently moving through the process. Still
unresolved as of this time is HB 2479, the digital goods bill which the
League has been heavily involved with due to its fiscal impact.
The early days of the session were noted for a number of anti-city bills
and preemptions which is consistent with many other states across the
country. The League was instrumental in the defeat of many of these
bills and successfully negotiated outcomes on others. The principal
issues to be discussed under this agenda item are:
• Taxation of Digital Goods
• Home Based Business
• Occupational Licenses
• Cable Licensing
• Food Trucks
• PTSD Treatment for Police/Fire
• State Budget: Transportation
Also included will be a review of League Policy Committees and 2018
meeting schedule.

Responsible Person:

Ken Strobeck & League Staff

Attachments:

Digital goods press release
Legislative Bulletins to date since last meeting
Various news articles
League Policy Committee membership

Media Contact:
Ken Strobeck, Executive Director
League of Arizona Cities and Towns
602‐258‐5786
kstrobeck@azleague.org

FOR IMMEDIATE RELEASE
APRIL 16, 2018
LEAGUE PROPOSES STATUTORY LANGUAGE FOR DIGITAL GOODS TRANSACTIONS

PHOENIX – The League of Arizona Cities and Towns released a compromise amendment on the taxation of digital goods
and services that provides clarity in the law but protects scarce resources for state and local governments and school
districts.
The amendment codifies longstanding policy by the state and local governments regarding digital goods, ensuring they are
subject to the state’s transaction privilege tax. This provides businesses with clarity about when they should collect taxes
from customers and remit them to the government.
“While current state law provides for the collection of sales tax on digital transactions, this amendment provides the state
with clear direction and express authority to collect the taxes,” League Executive Director Ken Strobeck said. “The League
worked collaboratively with legislators and other stakeholders to create a bill that provides clarity when it comes to
emerging technologies but doesn’t create a dire fiscal impact.”
The amendment adds definitions for prewritten computer software, specified digital goods and other digital services. The
amendment satisfies the recommendations of the Legislature’s Tax Treatment of Digital Goods and Services ad hoc
committee from last year. The amendment to HB 2479 is designed to be revenue-neutral for the state, municipalities and
schools. As originally drafted, the underlying bill would have cost cities and towns an estimated $48 million plus another
$120 million to the state. Classrooms would have lost $14.5 million in Proposition 301 funds.
Strobeck said the League will work proactively with legislators to move the bill in the coming weeks.
“By collaborating with lawmakers, we crafted a bill that provides certainty for businesses and this emerging technology
without harming the state, schools and all 91 cities and towns,” he said.
The specific language can be found here.
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.
###

Issue No. 5 – February 9th, 2018

Legislative Overview
This upcoming week is sure to be a busy one for the Arizona Legislature. Friday,
February 16th is the last day for bills to be heard in their chamber of origin.
Appropriations committees in both the House and Senate will have an additional week
to hear bills, however. It’s not uncommon for bills to be strategically reassigned to this
committee in the week leading up to the deadline – so keep an eye out.
The staff at the League will be busy managing the rush of bills and will be signing into
committees throughout the week. Given the impending deadline, the bills set to be
heard in committee next week will be in flux. The number of bills per agenda will grow
into the double-digits for most committees, many of which will continue late into the
night as a result.
Today marks the 33rd day of the legislative session. As of today, all deadlines for bill
introductions have lapsed, with a total of 1164 bills having been introduced this session.

1374 – State law; local government violations
SB 1374 state law; local government violations, sponsored by Sen. Kate Brophy McGee
(R-Phoenix) was finally assigned to the Senate Government committee. The chairman,
Senator Sonny Borrelli (R-Lake Havasu City), has committed to put it on his agenda and
the bill should be heard next Wednesday afternoon.
Of course, we would prefer to see the entire law that was put into place with SB 1487
repealed. Unfortunately, some legislators see it as a way to exercise even more control
over local governments. Since we are going to have to live with it for now, we would
like to see some changes that will make it more equitable. We anticipate we will have to
make some compromises but look forward to the opportunity to have a discussion
about this issue.

We very much appreciate Senator Brophy McGee for sponsoring the bill and Senator
Borrelli for agreeing to calendar it. Please contact your legislators to let them know that
the passage of SB 1374 is important to your community.

Speculative Builders
HB 2387, municipal TPT; speculative builders, sponsored by Rep. Tony Rivero (RPeoria) creates a new preemption that applies to Model City Tax Code Section 416,
Contracting: speculative builders. This bill effectively results in the complete elimination
of the Speculative Builder classification for all new construction projects, both
commercial and residential.
Cities and towns currently impose tax on 65% of the selling price of new construction
on the seller, frequently referred to as the developer’s Marketing Arm. In commercial
projects it is common for these sales to occur after the building has been leased by at
least 80%, with those leases usually running for terms of 5 to 10 years, plus options to
renew.
The bill provides that any amount the developer attributes to an in-place lease, any
other intangible value, or any personal property as stated on the recorded affidavit of
value must be subtracted from the selling price, not to exceed the taxable cost of
construction amount reported to the State (i.e., the amount reported by the developer’s
Contracting Arm to calculate State and County tax – typically cost of construction plus
5% “reasonable profit”).
The bill does not provide a method for valuing the in-place leases, other intangibles or
personal property. These ambiguities leave taxpayers and the cities with no uniform
method for application. The inclusion of the phrase “other intangibles” opens the door
to claiming exemption for the entire selling price down to the stated minimum,
construction cost plus 5% used by the Contracting Arm.
The bill is retroactive through the statute of limitations, meaning all sales of new
construction within the past four or six years. Refund claims are limited to $10,000 total
per city to be distributed amongst all claimants, but no deadline for filing is set. All
existing (presumably unpaid) assessments that exceed the tax liability under this
method are deemed “remitted and forgiven.” All related tax liens must be released.
Please contact your representatives and tell them the cities and towns oppose this bill
for the following reasons:
1)
The wholesale elimination of this tax classification through creation of an overly
broad exemption will have a devastating revenue impact on cities and towns;

2)
Most cities have been allowing a reduction in selling price for in-place leases for
several years, albeit without a consistent method of valuing the leases;
3)
Cities and towns are actively in the process of adding this specific exemption to
the Model City Tax Code with a precise method of valuation to create clarity and
uniformity among all cities and towns;
4)
We welcome an opportunity to work with the industry and experts on
business/property valuation to develop an equitable method to recognize the value of
leases in question.

Digital Goods & Services
SB 1392 and HB 2479, TPT; digital goods and services, sponsored by Sen. David
Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale) respectively, are the
companion bills that emerged from the interim committee on Digital Goods and
Services.
The intent of the bill is to draw a line between “pre-written software” and “specified
digital goods” (books, music, movies, etc.) that are “transferred electronically” meaning
wholly downloaded or saved in some manner by the user and thus are considered
taxable, versus the same items that are “remotely accessed” over the Internet (“in the
cloud”) without downloading a complete copy and thus are defined as exempt
“specified digital services.”
We feel drawing the line determining tax liability based on whether or not the customer
receives an entire copy of the product is simply bad tax policy. Whether the buyer
receives a full copy of the program on their personal device or merely accesses the
same program over the Internet, they have still purchased or leased the entire
program.
This bill creates at least eight new exemptions for transactions that have long been
deemed taxable by the DOR and the cities and towns. Since taxpayers do not currently
separate their activity in this way on their tax returns it will be very difficult to
accurately assess the potential impact but there is no doubt these changes will have a
significant negative revenue impact immediately upon approval. An even greater
concern is these losses will only continue to grow over time as technology advances
and more activity shifts to the Internet.
The new exempted “specified digital services” include all of the following items (with
the related classification the transaction is currently being taxed under in parentheses):
1)
Software as a service or SAAS, meaning access to the provider’s applications
running on a cloud infrastructure (Retail or TPP Rental);

2)
Platform as a service or PAAS, meaning the ability for a purchaser to deploy
applications on the provider’s cloud infrastructure using the provider’s operating system
(TPP Rental);
3)
Infrastructure as a service or IAAS, meaning the ability of the purchaser to
deploy, maintain and configure an operating system and applications on the provider’s
cloud infrastructure (TPP Rental);
4)
Application service providers or ASPs, meaning a provider that offers access to
third-party applications over the Internet (Retail or TPP Rental);
5)
Hosting services, meaning the operation of data centers where the purchaser
either leases space on the center’s servers, or colocation services where the purchaser
leases space in the data center building to house the purchaser’s own servers (TPP
Rental or Real/Commercial Property Rental);
6)
Data storage management, meaning providing a purchaser with storage space
on the provider’s servers (TPP Rental);
7)
Data processing and information services, meaning services that allow data to be
generated, acquired, stored, processed or retrieved and delivered electronically, if the
primary purpose is the processed data or information (Publishing, Job Printing, or
Retail);
8)
Streaming services, meaning subscription access to movies, television shows,
music, books or other digital content over the Internet if the subscription does not
include the ability to “transfer electronically” (for example, download a full copy of a
movie to keep, either forever or that expires after a specified period of time). If the
subscription does include an option to download a complete program or receive a hard
copy on DVD, the entire subscription is taxable. (TPP Rental);
9)
Digital authentication services, meaning electronic services used to confirm the
identity of persons or websites to provide secure commerce and communications (not
taxed);
10)
Any other cloud-based or remotely accessed computing service (not enough
information).
Under the bill, in all cases where the transaction is deemed taxable it will now fall under
the Retail classification, even if the true nature is that of a rental, lease, or license for
use.
The bill adds new provisions to A.R.S. 42-5040 regarding sourcing to the customer’s
billing address if no other address is known, as well as allowing for the issuance of a
new Multiple Points of Use (MPU) certificate to identify the AZ taxable portion of a

transaction billed to a single location where the digital goods will actually be used in
locations throughout the country.
It requires purchasers to report and pay a tax equivalent to the combined Retail tax
rate on any taxable purchase from an unlicensed vendor (similar to the MRRA
provisions in A.R.S. 42-5008.01) for subsequent distribution of the local portions to the
counties and cities as well as inclusion of the state portion in the shared revenue
distribution formula.
Rather than placing preemption language in A.R.S. 42-6004, the bill creates a new
section, 42-6015, that essentially says the cities will treat these goods and services in
the same manner as the State.
Regardless of the outcome, the League has made a commitment to all parties involved
that the MCTC will be revised to coincide and maintain conformity with the State
application based on whatever changes are ultimately passed into legislation.
The League has been working with ATRA, the DOR, the counties and the committee
members on refining the language of these bills and an amendment addressing some
but not all of our concerns is expected. As with any major policy shift there are many
substantive and technical changes and clarifications that still need to be worked out.
Please contact your representatives and express your concerns over the potential for
overwhelming revenue losses now and in the future.

Post-Traumatic Stress Disorders; Presumption
This week the House Health Committee heard HB2501; PTSD; workers’ compensation;
presumption sponsored by Representative Boyer (R-Phoenix, Glendale). The amended
language in HB2501: 1) extends the time to file a workers’ compensation claim by
tolling the deadline to one year after the last counseling session, 2) creates a
presumption of PTSD for the public safety employee unless the employer can prove
through a preponderance of evidence the employee’s job did not create the PTSD, 3)
prohibits the employer from requesting an Independent Medical Exam (IME), 4)
increases the number of visits from a minimum of 12 to a total of 48 visits (an
additional 36), 5) and requires the employer to pay 100% of the employee’s salary
during the period of visits if the counselor says the employee is unfit for duty.
The League signed in and spoke in opposition to HB2501 indicating that the League,
just as the police officers and firefighters, has the objective of returning these
employees to a healthy mental status so that they can return to work and their regular
daily lives. However, the League differs in our opinion on how we can get to that
mutual objective. Additionally, the League pointed out that A.R.S. § 23-1101 through
1104 require a report to be presented to JLAC for any presumptive legislation. The

report should outline the scientific evidence substantiating such a change, the financial
costs of the change, and information on why the current methods are inadequate.
There was no report created for this huge shift in how PTSD is handled and we believe
it is an important element to finding the best practice going forward.
We expect a stakeholder meeting to take place next week and for us to continue
working to amend this bill throughout the session. The bill was voted out of Health 9-0
on 02/08/18.

Food Trucks
The League continues to work through a stakeholder process on HB 2371 mobile food
vendors; state licensure, sponsored by Rep. Kevin Payne (R-Peoria). The bill establishes
a state licensing scheme, minimum food safety regulations and inspection standards for
food truck vendors to be administered by the Department of Health Services and county
health departments. The bill as written, however, would upend many local regulations
concerning, among others, the use of public property by allowing food truck vendors to
conduct business on public property without a permit, fee or permission. In addition,
the bill prohibits spacing distances from existing brick and mortar restaurants, allows
unrestricted use of any legal parking spaces and prohibits the enforcement of “keep
moving” ordinances that restrict the operation of food truck vendors at locations within
a certain timeframe. The provisions of the bill would likely have many unintended
consequences.
The bill was drafted by the Institute for Justice, a national public interest law firm, in an
attempt to keep cities from “imposing anti-competitive regulations” on food truck
vendors. During the stakeholder process we explained the provisions of the bill and
their potential impact on local regulations to the representatives of the food truck
industry, who agreed it was not their intent to completely remove local regulation of
their industry and instead they were seeking to establish regulations that are clear,
consistent and applicable statewide, but not to undermine policies regarding the use of
public property, public safety or the perception of their industry.
The bill is scheduled for a hearing in the Military, Veterans and Regulatory Affairs
Committee on Monday and an amendment drafted by the League will be offered that
will bring us to a neutral position on the bill for committee and to continue the
stakeholder process to refine the bill as it proceeds in the process

Yurts & Hogans
HB 2396 property; subdivision; size; requirements, sponsored by Rep. Bob Thorpe (RFlagstaff) would allow a property owner in a “rural municipality” (undefined in the bill)
to have on their property, in addition to their single family home, a yurt, hogan, RV,

mobile home, or another single family home, any of which could be used as a full-time
residence or rental property. The bill would also allow a property owner to subdivide
their land into as many five acre or smaller lots as they want as long as the resulting
lots are as large as the “average” lot size within 5 miles of the property. Not only would
this upend the subdivision statutes by creating a huge exemption, it is also technically
unworkable. For example, the “average” lot size would constantly change making it
almost impossible to determine if a lot was legally subdivided based on the average lot
size at the time. Additionally, each time a property owner subdivided their land it would
reduce the average in the area allowing for additional subdivisions.
The statutes regulating the subdivision of land have been in place for many years and
work together to ensure that when property is bought, sold, or platted for a subdivision,
the appropriate infrastructure is planned for and each property has a clear title, legal
access and satisfies many other legal requirements for sale. Any exemptions/changes to
the subdivision statutes that do not harmonize with the rest of the regulations can have
significant unintended consequences, namely what are known as “wildcat” subdivisions
(haphazard developments that do not fit into a city or county’s general plan).
The League, along with the County Supervisors Association, and Arizona Planning
Association, were ready to testify in opposition to the bill this Tuesday in House
Federalism, Property Rights and Public Policy but the bill was held. However, it is on
next week’s agenda for House Federalism, Property Rights, and Public Policy on
Tuesday at 2pm. We encourage you to reach out to the members of that committee
and ask that they vote “no” on any changes to the subdivision statutes that have not
been vetted by all the affected entities.

Recovering Public Monies
SB 1274 public monies; recovery; illegal payments, sponsored by Sen. Warren Petersen
(R-Gilbert), is a proposal that originated from the Attorney General’s office. It would
allow the AG to go after persons who knowingly cause an illegal payment (a
disbursement of public funds without authorization of law).
Current statute allows the AG to go after a person that receives an illegal payment but
not the person that caused the payment. For example if a county or school district
administrator paid out bonuses to employees that were not authorized by law, the AG
could only go after the employees that received the bonuses but not the person that
intentionally violated the law.
The League has been working with the AG’s office on the amendment that was adopted
in Senate Government committee this week. The amendment would protect municipal
employees that disburse, collect, receive, safe keep, or transfer public monies pursuant
to a warrant that appears lawful unless the person knew or had reason to know that

the payment was not authorized by law. The League will continue to work with the AG’s
office on the bill but is neutral on the bill as amended.

Legislative Bill Monitoring
Due to changes on the legislature’s website this year, you will need to take an extra
step to see the details of each bill. To see the bills we are tracking, go to the League’s
Legislative Bill Monitoring (LBM) page. To see our position and a brief summary, click
on the bill number. In the new page, click on the bill number to be redirected to the
legislative web site where you can enter the bill number to see all its current status,
versions and vote count.

Issue No. 6 – February 16th, 2018

Legislative Overview
Today is the 40th day of session and this week the legislature wrapped up the first
round of committee hearings for the session. The Appropriations Committees in both
chambers, however, have next week to take action on assigned bills. Next week is
"crossover week," which means there will be extensive activity with several floor
calendars to move bills to the opposite chamber in time for the next committee
deadline. This is one of the times of year we see strike-everything amendments offered
in the Appropriations Committees to keep moving through the process bills that were
held up in another committee or that were not quite ready for primetime.
We expect floor sessions next week to last several hours in the House as the chamber
will be working to amend, debate and vote on over 100 bills. The Senate tends to have
fewer bills moving through the process, so we don’t expect their workload to be the
same as the House.

Occupational Licensing
Last year, the legislature failed to pass a bill that would have preempted cities and
towns from adopting any new occupational licenses or fees. That bill has come back
this session as SB1404 occupational regulation; municipalities; counties, sponsored by
Sen. Steve Smith (R-Maricopa).
As written, it would allow a city or town to continue licensing professions it already
licenses, but if a new industry or occupation sprang up the local government would
have its hands tied. Additionally, if a neighboring community did not already license an
activity, and under the bill was prohibited from beginning to do so, it would create an
incentive for bad actors in that industry to move to the unprotected community.
In addition to SB1404, the same proponents are also pushing HB2532 occupational
regulation; municipalities; counties; prohibition, sponsored by Rep. Kevin Payne (RPeoria). This bill would prohibit cities and towns from licensing a list of specific
occupations including secondhand dealers, junk dealers, auctioneers and transient
merchants. These professions are licensed in most communities because of the risk

they pose for facilitating the transfer of stolen property and preying on vulnerable
citizens and are emblematic of why we need local occupational licenses.
The League testified in opposition to both bills this week but unfortunately both
measures passed out of committee. As they move through the process, we will provide
updates and sound the alarm when there is an opportunity to stop these bills.

HURF Distribution; Cities, Towns, Counties
This week the House Transportation and Infrastructure Committee considered HB2514;
HURF distributions; cities, towns, counties sponsored by Representative David Cook (RGlobe). The amended language in HB2514 changes the distribution of HURF funds by
directing an initial $18M to rural counties and cities before calculating the additional
funds based on the traditional formula.
The League signed in and spoke in opposition to HB2514, indicating we do not believe
it is useful to pit rural cities versus urban cities and rural counties versus urban
counties. Rather, we believe the root cause of the HURF funding problem is that the
available pool of money is too small since the gas tax has not been raised since 1991.
The current gas tax of 18₵, adjusted for inflation, is 33₵ in today’s dollars.
Additionally, the League identified that while the purchasing power of the pool of HURF
funds continues to decline, the state has swept HURF funds every year since 1982 to
fund operations of the Department of Public Safety (DPS) because DPS does not have a
dedicated funding source. Since 2001, the state has swept $1.1B from HURF resulting
in degrading roads statewide and fewer road projects.
We would be better served by addressing the lack of overall funds in HURF and finding
a dedicated funding source for DPS. Those actions would address the root cause of the
problem, and rural and urban cities and counties would all be better capable of serving
the needs of their citizens. The bill was voted out of committee 5-3 on Wednesday.

SB1374 state law; local government violations
SB1374 was defeated in the Senate Government Committee on Wednesday by a partyline vote of 3-4. The bill was sponsored by Sen. Kate Brophy McGee (R-Phoenix) at the
request of the League to make some procedural changes to SB1487. Committee Chair
Sen. Sonny Borelli (R-Lake Havasu City) sponsored an amendment which took out the
requirement that the legislator filing a complaint against a city or town must have at
least a portion of that city within their legislative district, and the ability for the city to
recover attorney’s fees. What was left was a longer timeline for the investigation and
response, and the ability of a city to have due process with a direct appeal to the
Arizona Supreme Court, the same as the Attorney General. But, after considerable

discussion and opposition from some groups including the NRA, the bill failed to move
out of committee. The League thanks Sen. Brophy McGee for sponsoring the bill and
Mayor Christian Price of Maricopa, who testified in support of it.

Statewide Cable License – HB2579
This week the House Commerce Committee heard HB2579 video service; certificates of
authority. The bill sponsor is by Rep. Jill Norgaard (R-Phoenix) and the proponent of the
bill is Cox Communications.
This bill is a preemption of local authority with a “one size fits all” state license
agreement that will no longer hold cable companies accountable to residents through
their local governments. The bill takes away the ability of a local cable license to protect
residents in preserving property values by preventing visual blight caused by unfettered
proliferation of overhead lines that would now be allowed by the bill. It removes
protections for residential and business subscribers such as maintaining a level or
quality of video services provided by the cable operator; requiring that a cable operator
give a 30-day prior notice to customers of any changes in rates, programming, services
or channel positions; and requiring buildout of the network so that all residents and
businesses will have access to video services. Under this bill, the only recourse for cable
subscribers is to complain to the FCC, where enforcement is unlikely to occur timely, if
ever.
The bill contains provisions that would shift the costs of some street repair, restoration
and undergrounding of facilities to the taxpayers who have already made investments
to maintain public streets and roads within their communities and should not have to
bear the costs associated with repairing and maintaining the integrity of the street
system that was diminished as a result of the cable operator’s street cuts.
The bill also does not protect residents because there is no ability for local or state
government to effectively enforce the Cable Act provisions regulating cable operators.
Delegation of authority to the Secretary of State to issue “certificates” gives the
Secretary of State no authority to address any problems caused by cable operators nor
does it give the Arizona Corporation Commission any authority. The bill merely appoints
the Secretary to serve as an administrative record keeper. If cable licensing is forced to
move to the state level, the Corporation Commission, which oversees other utilities,
would be better equipped and have the technical expertise to oversee this.
In addition, the bill would allow cable operators to terminate their newly negotiated
licenses with municipalities within the next 2 years, which could violate the contracts
clause of the U.S. and Arizona constitutions.

We have repeatedly requested COX and the sponsor to hold the bill this session to allow
for a proper stakeholder process; however the bill continues to move through the
process.

Speculative Builders
HB2387, municipal TPT; speculative builders, sponsored by Rep. Tony Rivero (R-Peoria)
creates a new preemption that applies to Model City Tax Code Section 416, Contracting:
speculative builders. This bill effectively results in the complete elimination of the
Speculative Builder classification for all new construction projects, both commercial and
residential.
The bill was heard in House Ways & Means on Wednesday, passing out of committee
on a vote of 6-3, with Representatives Epstein, Lawrence and Leach voting no.
Following the hearing the League met with the sponsor’s representative who agreed to
work with the League and city and town tax administrators on potential amendments or
a non-legislative solution. The bill is awaiting action in House Rules.
Cities and towns currently impose tax on 65% of the selling price of new construction
on the seller, frequently referred to as the developer’s Marketing Arm. In commercial
projects it is common for these sales to occur after the building has been leased by at
least 80%, with those leases usually running for terms of 5 to 10 years, plus options to
renew.
The bill provides that any amount the developer attributes to an in-place lease, any
other intangible value, or any personal property as stated on the recorded affidavit of
value must be subtracted from the selling price, not to exceed the taxable cost of
construction amount reported to the State (i.e., the amount reported by the developer’s
Contracting Arm to calculate State and County tax – typically cost of construction plus
5% “reasonable profit”).
The bill does not provide a method for valuing the in-place leases, other intangibles or
personal property. These ambiguities leave taxpayers and the cities with no uniform
method for application. The inclusion of the phrase “other intangibles” opens the door
to claiming exemption for the entire selling price down to the stated minimum,
construction cost plus 5% used by the Contracting Arm.
The bill is retroactive through the statute of limitations, meaning all sales of new
construction within the past four or six years. Refund claims are limited to $10,000 total
per city to be distributed amongst all claimants, but no deadline for filing is set. All
existing (presumably unpaid) assessments that exceed the tax liability under this
method are deemed “remitted and forgiven.” All related tax liens must be released.

Please contact your representatives and tell them the cities and towns oppose this bill
for the following reasons:
1) The wholesale elimination of this tax classification through creation of an overly
broad exemption will have a devastating revenue impact on cities and towns;
2) Most cities have been allowing a reduction in selling price for in-place leases for
several years, albeit without a consistent method of valuing the leases;
3) Cities and towns are actively in the process of adding this specific exemption to
the Model City Tax Code with a precise method of valuation to create clarity and
uniformity among all cities and towns;
4) We welcome an opportunity to work with the industry and experts on
business/property valuation to develop an equitable method to recognize the
value of leases in question.

Digital Goods and Services
SB1392 and HB2479, TPT; digital goods and services, sponsored by Sen. David
Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale) respectively, are the
companion bills that emerged from the interim committee on Digital Goods and
Services.
These bills were both heard in Senate Finance and House Ways & Means on
Wednesday, and each passed with matching amendments that primarily made technical
changes. SB1392 passed the Finance committee on a vote of 5-2, with Senators CajeroBedford and Farley voting no. Senator Fann requested a fiscal note from the JLBC on
the revenue impact of the bill. HB2479 passed House Ways & Means 8-1 with Rep.
Epstein voting no. Each bill is awaiting action in its chamber Rules committee.
The intent of the bill is to draw a line between “pre-written software” and “specified
digital goods” (books, music, movies, etc.) that are “transferred electronically” meaning
wholly downloaded or saved in some manner by the user and thus are considered
taxable, versus the same items that are “remotely accessed” over the Internet (“in the
cloud”) without downloading a complete copy and thus are defined as exempt
“specified digital services.”
We feel drawing the line determining tax liability based on whether or not the customer
receives an entire copy of the product is simply bad tax policy. Whether the buyer
receives a full copy of the program on their personal device or merely accesses the
same program over the Internet, they have still purchased or leased the entire
program.
This bill creates at least eight new exemptions for transactions that have long been
deemed taxable by the DOR and the cities and towns. Since taxpayers do not currently
separate their activity in this way on their tax returns it will be very difficult to
accurately assess the potential impact but there is no doubt these changes will have a

significant negative revenue impact immediately upon approval. An even greater
concern is these losses will only continue to grow over time as technology advances
and more activity shifts to the Internet.
The new exempted “specified digital services” include all of the following items (with
the related classification the transaction is currently being taxed under in parentheses):
1)

Software as a service or SAAS, meaning access to the provider’s applications
running on a cloud infrastructure (Retail or TPP Rental);

2)

Platform as a service or PAAS, meaning the ability for a purchaser to deploy
applications on the provider’s cloud infrastructure using the provider’s operating
system (TPP Rental);

3)

Infrastructure as a service or IAAS, meaning the ability of the purchaser to deploy,
maintain and configure an operating system and applications on the provider’s
cloud infrastructure (TPP Rental);

4)

Application service providers or ASPs, meaning a provider that offers access to
third-party applications over the Internet (Retail or TPP Rental);

5)

Hosting services, meaning the operation of data centers where the purchaser
either leases space on the center’s servers, or colocation services where the
purchaser leases space in the data center building to house the purchaser’s own
servers (TPP Rental or Real/Commercial Property Rental);

6)

Data storage management, meaning providing a purchaser with storage space on
the provider’s servers (TPP Rental);

7)

Data processing and information services, meaning services that allow data to be
generated, acquired, stored, processed or retrieved and delivered electronically, if
the primary purpose is the processed data or information (Publishing, Job Printing,
or Retail);

8)

Streaming services, meaning subscription access to movies, television shows,
music, books or other digital content over the Internet if the subscription does not
include the ability to “transfer electronically” (for example, download a full copy of
a movie to keep, either forever or that expires after a specified period of time). If
the subscription does include an option to download a complete program or
receive a hard copy on DVD, the entire subscription is taxable. (TPP Rental);

9)

Digital authentication services, meaning electronic services used to confirm the
identity of persons or websites to provide secure commerce and communications
(not taxed);

10) Any other cloud-based or remotely accessed computing service (not enough
information).
Under the bill, in all cases where the transaction is deemed taxable it will now fall under
the Retail classification, even if the true nature is that of a rental, lease, or license for
use.
The bill adds new provisions to A.R.S. 42-5040 regarding sourcing to the customer’s
billing address if no other address is known.
It requires purchasers to report and pay a tax equivalent to the combined Retail tax
rate on any taxable purchase from an unlicensed vendor (similar to the MRRA
provisions in A.R.S. 42-5008.01) for subsequent distribution of the local portions to the
counties and cities as well as inclusion of the state portion in the shared revenue
distribution formula.
The bill creates a new section, 42-6015, which requires cities and towns to treat these
goods and services in the same manner as the State.
Regardless of the final outcome, the League has made a commitment to all parties
involved that the MCTC will be revised to maintain conformity with the State application
based on whatever changes are ultimately passed into legislation.
Please contact your representatives and express your concerns over the potential for
overwhelming revenue losses now and in the future.

Legislative Bill Monitoring
Due to changes on the legislature’s website this year, you will need to take an extra
step to see the details of each bill. To see the bills we are tracking, go to the League’s
Legislative Bill Monitoring (LBM) page. To see our position and a brief summary, click
on the bill number. In the new page, click on the bill number to be redirected to the
legislative web site where you can enter the bill number to see all its current status,
versions and vote count.

Issue No. 7 – February 23rd, 2018

Legislative Overview
Today is the 27th day of the legislative session and the conclusion of “crossover week,”
where bills successfully voted out of their chamber of origin are then referred to
committees in the opposite chamber.
To date, 284 of the 705 bills, resolutions, and memorials, filed in the House have been
sent to the Senate. Some bills are still in the pipeline, according to Speaker Mesnard,
but the vast majorities have been sent.
In the coming weeks, we will be monitoring budget discussion in the legislature as
debate begins on appropriations. We will be monitoring these discussions for any
potential impact on cities & towns, and we will continue to monitor existing bills as they
are assigned to new committees.

Statewide Cable Licensing
This week League staff participated in a stakeholder meeting on HB 2579; video
service; certificates of authority, sponsored by Rep. Jill Norgaard (R-Phoenix). This was
the first opportunity to discuss in depth the concerns regarding the legislation with both
the sponsor and the industry. The bill passed the House the same day as the
stakeholder meeting with a vote of 37-18.
The League presented a document that outlines the inconsistencies of the legislation
and highlights the issues, including that it removes protections for residential and
business subscribers such as maintaining a level or quality of video services provided by
the cable operator; requiring that a cable operator give a 30-day prior notice to
customers of any changes in rates, programming, services or channel positions; and
requiring buildout of the network so that all residents and businesses will have access
to video services.
In addition, the bill contains provisions that would effectively remove local authority
over rights-of-way. It will shift the costs of some street repair, restoration and
undergrounding of facilities to the taxpayers who have already made investments to
maintain public streets and roads within their communities and should not have to bear
the costs associated with repairing and maintaining the integrity of the street system

that was diminished as a result of the cable operator’s street cuts. The bill also does not
protect residents because there is no ability for local or state government to effectively
enforce the Cable Act provisions regulating cable operators.
We remain deeply concerned about having the time to adequately review and address
these issues, among many others, within the constraints of this legislative session and
do not understand the proponents’ need to make this policy change without the
opportunity to grasp the potential consequences.
We look forward to seeing the industry’s response to our concerns and have also
committed to working on this issue in the interim if we are unable to reach an
agreement this session.

Retirement; Assumed Rate of Return
Last week the Senate Finance Committee heard SB 1262; retirement; assumed rate of
return sponsored by Representative Warren Petersen (R-Gilbert). This bill would force
all plans under PSPRS administration – PSPRS, CORP, and EORP – to adjust their
assumed rate of return from the current 7.4% to approximately 4.7%.
Senator Petersen believes future market returns will fall well below 7.4% and lowering
the assumed rate of return would ensure the plan is meeting its expectations and
paying down the unfunded liabilities. However, most economists and actuaries believe a
diversified portfolio like that of PSPRS currently, has a reasonable expectation to meet
future return assumptions.
If this bill is enacted, the decrease in the assumed rate of return would result in an
approximately 27% increase in contribution rates, translating to $587 million per year
across the three plans. Of the $587 million in increased contributions, $292 million will
be absorbed by cities.
The League spoke in opposition to SB 1262, indicating the historical returns of PSPRS as
well as the future projected returns identified by actuaries and economists does not
support a reduction in the assumed rate of return. Despite the League’s opposition the
bill passed through the Senate Finance Committee 4-2.

Occupational Licensing continued…
HB 2532 occupational regulation; municipalities; counties; prohibition, sponsored by
Rep. Kevin Payne (R-Peoria), passed out of the House by a vote of 34-22. The bill,
which creates a list of occupations that cities/towns cannot license, was amended to
delete most occupations, but left in 4 occupations: window washer, florist, interior
designer, and photographer. The bill now goes to the Senate.

SB 1404 occupational regulation; municipalities; counties, sponsored by Sen. Steve
Smith (R-Maricopa), also moved this week through the Rules Committee and Caucus
and is now awaiting placement on the COW calendar. This bill would preempt cities and
towns from adopting any new occupational licenses or fees.
Local occupational licensing has been an effective and efficient tool for managing local
public safety and consumer protection issues. It has not created barriers to business
but has helped keep regulation limited and responsive to local needs. In fact, no one
has testified that local licensing has been cause for concern for any business interests in
Arizona.
Neither bill solves an existing problem and both are unnecessary. The League will
continue to oppose both bills as they move through the process, and we ask you to
request that your legislators vote no.

Post-Traumatic Stress Disorders; Presumption
On Friday, February 16 a stakeholder meeting was held to discuss concerns and
alternative options for HB 2501; PTSD; workers’ compensation; presumption sponsored
by Representative Paul Boyer (R-Phoenix). The League offered a proposal that
continues to be reviewed by the participants. This week HB 2501 was voted out of the
House 57-2-1.
The passed language in HB2501: 1) extends the time to file a workers’ compensation
claim by tolling the deadline to one year after the last counseling session, 2) creates a
presumption of PTSD for the public safety employee unless the employer can prove
through a preponderance of evidence the employee’s job did not create the PTSD, 3)
prohibits the employer from requesting an Independent Medical Exam (IME), 4)
increases the number of visits from a minimum of 12 to a total of 48 visits (an
additional 36), 5) and requires the employer to pay 100% of the employee’s salary
during the period of visits if the counselor says the employee is unfit for duty.
The League had calculated cost for the PTSD program at approximately $86M per year
for all employers under PSPRS and CORP. After a fiscal note was requested by a House
member the Joint Legislative Budget Committee (JLBC) released their projections
indicating the cost to the state would range between $1.8-17.5 million per year with the
cost to local governments ranging between $9.7-90 million per year, based on the
number of public safety employees who utilize the program.
We continue to participate in discussions and negotiations on HB2501 as the bill
continues through the process in the Senate.

Real Estate Signs; Cities; Counties

This week the House of Representatives considered HB 2500; real estate signs; cities;
counties sponsored by Representative Travis Grantham (R-Gilbert). The language in HB
2500 requires counties and cities to allow real estate signs in the right of way.
The League has voiced opposition to the bill. Since the US Supreme Court decision in
Reed vs. the Town of Gilbert, cities and towns are prohibited from adopting any
content-related ordinances with respect to temporary signs. In other words, we are now
required to treat all temporary signs the same.
Temporary signage is a topic that generates many complaints from our residents. If
cities and towns are statutorily required to give special treatment to one industry, then
temporary signage from all industries would have to be allowed – leading to a huge
increase of signage in the right of way. Therefore, we are very wary of any legislation
that will lead to the proliferation of signs.
The bill was voted out of House Third Read 39-20 on Wednesday and is headed to the
Senate. Please contact your Senators to let them know about the concerns you have
with this bill.

Legislative Bill Monitoring
Due to changes on the legislature’s website this year, you will need to take an extra
step to see the details of each bill. To see the bills we are tracking, go to the League’s
Legislative Bill Monitoring (LBM) page. To see our position and a brief summary, click
on the bill number. In the new page, click on the bill number to be redirected to the
legislative web site where you can enter the bill number to see all its current status,
versions and vote count.

Issue No. 8 – March 2nd, 2018

Legislative Overview
Today marks the 54th day of session and this week staff at the League have been
engaged in a number of stakeholder meetings and meeting with legislators on bills
impacting city and town government.
Action in the legislature continued this week at a moderate pace, with most of the
activity occurring in standing committees. Floor and committee activity will increase in
the coming weeks as the legislature works to take action on bills before deadlines pass.
While budget discussions have continued, the introduction of a budget package has yet
to occur.

Digital Goods and Services
SB 1392 and HB 2479, TPT; digital goods and services, sponsored by Sen. David
Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale) respectively, are the
companion bills that emerged from the interim committee on Digital Goods and
Services.
The intent is to draw a line between “pre-written software” and “specified digital goods”
(books, music, movies, etc.) that are “transferred electronically” meaning wholly
downloaded or saved in some manner by the user and thus are considered taxable,
versus the same items that are “remotely accessed” over the Internet (“in the cloud”)
without downloading a complete copy and thus are defined as exempt “specified digital
services.” To accomplish this, the bill creates at least eight new exemptions for
transactions that have been held taxable for decades.
On Wednesday of this week, despite our best efforts, HB 2479 was approved in the
House Committee of the Whole and passed on Third Read by a vote of 39-19.
However, when the companion bill SB 1392 was scheduled for floor action in the Senate
Committee of the Whole, it was retained on the calendar. This was due to the many
phone calls and messages from cities and towns to their legislators as well as the
completion of a fiscal note by the Joint Legislative Budget Committee. That fiscal note

confirmed our misgivings about the bill including the new exemptions we identified and
cost to state and local governments.
The current analysis by League staff on the fiscal impact to cities and towns shows an
estimated loss of approximately $48 million in the first year, and increasing losses each
year thereafter as more and more products are delivered digitally. Since the early
1990s, sales of digital goods have been considered taxable under the Retail
classification because software files consist of data that is measurable in kilobytes,
megabytes, gigabytes, etc.
The U.S. Supreme Court has accepted a case from South Dakota that could potentially
overturn the Quill decision from 1992. This would change the requirements establishing
“nexus” and taxing authority, particularly with regard to out-of-State sellers such as
those on the Internet. It is widely believed the court accepted the case in order to
modernize the Quill decision and broaden the taxability of retail products sold online.
It is imperative that we keep up our efforts to educate legislators about the true
negative impacts of this dramatic policy change.

COX Statewide Cable License
The stakeholder process for HB2579 video service; certificates of authority, continues
with Cox Communications but with no agreement as of yet. It is sponsored by Rep. Jill
Norgaard (R-Phoenix). The bill as introduced would allow incumbent and competitive
video and Internet providers, such as Cox, Comcast and CenturyLink, to obtain a more
corporate-friendly statewide license agreement from the Secretary of State and
completely abandon their existing agreements with cities and towns that were
negotiated in good faith to protect rights-of-way, consumers and taxpayers. The bill has
a double committee assignment in the Senate and we hope this allows more time for a
thorough vetting of the bill to ensure it works for consumers who use these services
and for taxpayers who do not.
Cable licensing at the local level has been the standard for the entire existence of cable
TV, for more than 50 years. Yet, in a few weeks, Cox is trying to completely undo that
system, one that has worked well for consumers. Cox has claimed that local license
agreements impede competition and consumer choice. We believe competition is good
and our existing license agreements encourage competitor providers to deploy their
technology and services into our communities to benefit our residents. There are no
existing federal, state or municipal laws that prevent competition; if a competitor wants
to enter into the market today, all they have to do is ask. No legislation or government
entity can force competition to occur. This decision is entirely up to the industry to
decide whether or not it is worthwhile to invest in our communities to compete in the
cable TV or Internet market. The cable industry is seeing more competition from
satellite and video streaming services.

The experience in other states that have adopted statewide franchise/license laws
similar to HB2579 is very significant and it is clear that it did not live up to expectations.
The proponents of these measures claimed that more competition, lower prices, and
increased customer satisfaction would be achieved by deregulating the video market,
much like what HB2579 seeks to do. However, it is abundantly clear that these
expectations were not achieved. In fact, customer satisfaction is at all-time lows, prices
increased substantially soon after legislation was adopted and customer complaints
have increased considerably. We believe HB2579 will have the same outcome in Arizona
due to the fact that there is no delegation of oversight of these companies to ensure
they are following FCC customer service standards. In addition, the bill will not protect
taxpayers because there are provisions that would shift some costs of street repair,
restoration and undergrounding of cable facilities to the city. As a result, all taxpayers
would pay to repair street damage caused by cable companies, even those that do not
subscribe to their services.
Please contact your Senators to explain the damaging impacts of this legislation and
request a more thorough stakeholder process be conducted to ensure this bill will not
negatively impact consumers and taxpayers.

Zoning; Private Schools
This week HB 2461 zoning regulations; private schools, sponsored by Rep. Vince Leach
(R-Tucson), passed out of the Senate Education Committee on a 4-3 vote. This bill
would prohibit counties and municipalities from adopting land use regulations or
imposing conditions for building or use permits on private schools that are not enforced
or imposed on charter schools.
Traditional public schools do not go through a city zoning process. However, they are
typically included as part of larger developments and do go through a public process at
the school board level. This local governing body is positioned to hear concerns from
adjacent neighborhoods and can work to mitigate any negative impacts (for example,
lights from sports fields, traffic from buses and parents dropping off students, etc.) the
school could create.
Several years ago, the statutes were modified to give charter schools this same
treatment. Unfortunately, since these schools no longer go through a zoning process,
there is no opportunity for neighbors to weigh in with their concerns or have a process
to resolve conflicts with other land uses. Consequently, some problems have occurred.
HB 2461 would extend this same statutory exemption from the zoning process to
private schools. While there has been an ongoing debate in Arizona over educational
opportunities provided by traditional public schools, charter public schools and private
schools, that is not our concern with this bill. Rather, it is the impact on neighborhoods
because residents will no longer have a place to register their concerns prior to the

development of a private school or have any recourse to address conditions that are
created that are not compatible with the adjacent land uses.
Please contact your legislators to let them know that you are believe that
neighborhoods should have the chance to be heard when it comes to what is being built
next to them and to ask them to vote no on this bill when it comes to the Senate floor
unless these concerns are addressed.

Vehicle Fees; Alternative Fuel VLT/HURF
Distribution; Cities, Towns, Counties
This session, in the House and Senate, the Legislature has considered companion bills
addressing the continuous sweeps of HURF to fund the Department of Public Safety
(DPS). HB2166 and SB1146; vehicle fees; alternative fuel VLT, sponsored by
Representative Noel Campbell (R-Prescott) and Senator Bob Worsley (R-Mesa)
respectively attempt to address HURF sweeps and adequately fund DPS.
The amended provisions of these companion bills require the annual collection of a
highway safety fee with the vehicle registration application. The highway safety fee
funds will be deposited into the Arizona Highway Patrol Fund and the fee must be
sufficient to fund 110% of DPS highway patrol budget for each fiscal year.
Additionally, the bills require the Director of the Arizona Department of Transportation
(ADOT) to set a percentage by which they’ll charge a vehicle license tax (VLT) to
owners of alternative fuel vehicles beginning January 1, 2020. Finally, the bill continues
to exempt a VLT for alternative vehicles with a gross weight of greater than 10,000
pounds (tractor trailers, etc.).
On February 20, 2018 HB2166 was approved in the House 35-24-1 and was transferred
to the Senate where it has not been assigned. SB1146 was approved in Committee of
the Whole on February 22, 2018 with identical amendments to those adopted in the
House; however, this bill has not appeared for a full vote in the Senate.
The League signed in support of these bills as we see it as an effort to address sweeps
from HURF that have been taking place since 1982.
On a similar topic, HB2514; HURF distributions; cities, owns, counties is sponsored by
Representative David Cook (R-Florence, Coolidge, Globe, Casa Grande) and passed the
House 36-20-4.
The amended language in HB2514 changes the distribution of HURF funds by directing
an initial $18M to rural counties and cities before calculating the additional funds based
on the traditional formula.

As mentioned in the February 16, 2018 bulletin, the League signed in and spoke in
opposition to HB2514 indicating we do not believe it is useful to pit rural cities versus
urban cities and rural counties versus urban counties. Rather, we believe the root cause
of the HURF funding problem is that the available pool of money is too small since the
gas tax has not been raised since 1991. The current gas tax of 18₵, adjusted for
inflation, is 33₵ in today’s dollars.
Additionally, the League identified that while the purchasing power of the pool of HURF
funds continues to decline, the state has swept HURF funds every year since 1982 to
fund the portions of the budget because DPS does not have a dedicated funding
source. Since 2001 the state has swept $1.1B from HURF resulting in degrading roads
and fewer road projects.
We believe our time is better suited addressing the lack of overall funds in HURF and
finding DPS a dedicated funding source, and HB2166 and SB1146 address one of those
two issues. We encourage you to reach out to your legislators to ensure the Senate
adopts the House version of the bill and vote on HB2166.

ASRS; Nonparticipating employers
This past week the Senate considered SB1054; ASRS; nonparticipating employers
sponsored by Senator Karen Fann (R-Prescott). This bill attempts to close a previously
uncontemplated loophole whereby employers who were removed from the Arizona
State Retirement System (ASRS) through legislative action but remained a public
employer would not have to pay their portion of their accrued pension liabilities.
In 2012, after the conversion of State Compensation Fund, Arizona – a public entity –
to CopperPoint – a private entity – Senator Steve Yarbrough (R-Chandler) sponsored
SB1194 requiring an entity that converted from public to private pay their portion of the
accrued unfunded liabilities. In recent years certain public employers have discussed
pursuing future legislation to remove them from the ASRS so that they can operate
“more like a business.”
In light of these discussions, the ASRS approached the legislature seeking protection in
statute whereby if a public employer were to be removed from the pension system the
ASRS would be able to charge that employer, on an annual basis, their portion of that
year’s unfunded liability. The League signed in and spoke in support of SB1054 because
the language ensures that the millions of dollars in accrued liabilities from an extracted
employer are not transferred to the contribution rates of remaining employees and
employers (cities, towns, counties, school districts, State, etc.) in the retirement
system.
This bill was heard in Senate Finance on February 11, 2018 and passed with a 6-1 vote.
On February 28, 2018 the full chamber voted on the bill passing it 29-1.

Sober Living Homes
SB 1465 and HB 2529 sober living homes; certification, sponsored by Sen. Kate BrophyMcGee (R-Phoenix) and Rep. Noel Campbell (R-Prescott), respectively, would establish
a state-wide licensing system for sober living homes.
While discussions are still ongoing, the basic principle of both bills is that all sober living
homes would be required to be licensed going forward. The standards for licensure
would be developed by the Arizona Department of Health Services (DHS), with input
from the public and other stakeholders, but would largely mirror national standards in
place in other states. Furthermore, DHS would have the authority to shut down or take
legal action against sober homes that did not comply.
Last year at the Annual Conference the League’s full membership adopted a resolution
to advance legislation to protect neighborhoods and sober living home residents from
poorly-run, unregulated sober homes. Recognizing that the opioid epidemic has created
an unprecedented demand for substance abuse recovery housing and that this
environment has unfortunately been used by some to exploit those in recovery, the
League along with several of our cities, DHS, the Arizona Recovery Housing Association,
and other stakeholders have been working with Senator Brophy-McGee and Rep.
Campbell on a statewide legislative solution.
In terms of process, both bills have steadily advanced and are awaiting further action
while the final terms of the legislation are decided. The timeline will depend on how
quickly discussions are wrapped up but we expect movement in the coming weeks.
On a related note, SB 1451 patient referral inducements; prohibited compensation,
sponsored by Sen. Nancy Barto (R-Phoenix) passed out of the Senate this week. This
bill would prohibit the “brokering” of substance abuse patients amongst sober homes
and other substance abuse treatment providers. Patient brokering, like unregulated
sober living homes, has been a nationwide problem and the League supports
addressing both issues proactively at the state level.
The League will continue to work with legislators and other stakeholders to develop the
best policies for dealing with these issues and will provide updates as these particular
bills move through the process. If you have specific questions or comments related to
these bills or the issue in general please contact Legislative Associate Alex Vidal
(avidal@azleague.org).

Legislative Bill Monitoring
Our Legislative Bill Monitoring system has been upgraded! The issue with linking directly
to a specific bill’s information page on the Arizona Legislature website has been

resolved. We have also implemented a self-updating list through Arizona Capitol
Reports, providing you with the most up-to-date information possible!
Click here to browse through our Legislative Bill Monitoring page!

Issue No. 9 – March 9, 2018

Legislative Overview

Today marks the 61st day of the legislative session. The pace of activity slowed in the
House and Senate this week with light floor calendars. League staff continues to
participate in stakeholder meetings on several bills, and is meeting frequently with
individual legislators. Budget discussions are reported to be getting underway in the
Senate while a group of budget writers is meeting in the House. The chairs and vice
chairs of the Appropriations Committees in both chambers are meeting to discuss their
budget priorities.

Digital goods and Services
SB 1392 and HB 2479, TPT; digital goods and services, sponsored by Sen. David
Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale) respectively, are the
companion bills that emerged from the interim committee on Digital Goods and
Services.
The intent is to draw a line between “pre-written software” and “specified digital goods”
(books, music, movies, etc.) that are “transferred electronically” meaning wholly
downloaded or saved in some manner by the user and thus are considered taxable,
versus the same items that are “remotely accessed” over the Internet (“in the cloud”)
without downloading a complete copy and thus are defined as exempt “specified digital
services.” To accomplish this, the bill creates at least eight new exemptions for
transactions that have been held taxable for decades.
Last week, despite our best efforts, HB 2479 was approved in the House Committee of
the Whole and passed on Third Read by a vote of 39-19. However, when the
companion bill SB 1392 was scheduled for floor action in the Senate Committee of the
Whole, it was retained on the calendar. The fiscal note prepared by the JLBC confirmed
all of our misgivings about the bill including the new exemptions we identified and cost
to state and local governments.

The proponents of the bill are now questioning the validity of the data we provided to
the JLBC as well as questioning our authority to tax these digital goods. Let your
legislators know that although it is impossible to be 100% accurate in our estimates of
revenue loss, we stand behind the methodology that generated the revenue impact.
We also point out the fact that there is no dispute that there will be a revenue impact to
the state, cities, towns, counties and school districts.
Furthermore, we are confident that state statute gives state and local government the
authority to tax these goods and has done so for some time under the retail and
tangible personal property rental categories. The statutes don’t itemize what is taxable,
they establish categories of taxable goods and enumerate what is exempt from
definitions in those individual categories.
It is imperative that we keep up our efforts to educate legislators about the true
negative impacts of this dramatic policy change. Here is a link to a document that
explains the bill and its impacts.

Home-based Businesses
HB 2333 home-based businesses; local regulation (Rep. Jeff Weninger, R-Chandler) is
back on the Senate Commerce and Public Safety Committee agenda for Monday, March
12.
We question the need for this legislation. Home-based businesses are thriving in every
community in the state without it. Cities and towns are currently managing this activity
with few problems. We are concerned this bill will eliminate our ability to balance the
interests of adjacent property owners.
Unless there is an impact on the neighborhood, people are free to run a home-based
business without interference from local government. It is only when that business
activity encroaches upon the quiet enjoyment of a residential area that a city or town
may have to intercede.
We approached the sponsor of the bill with suggested changes to HB 2333 that would
allow us to stand down and be neutral. While some of our suggestions were accepted,
many were not incorporated into the bill and we continue to oppose it. We do not
believe it is necessary to address this issue in statute at all. However, if there is going
to be a statewide mandate on the treatment of home-based businesses, it needs to
maintain the tools cities and towns currently have to address any problems that arise.
Please contact your neighborhood groups and other interested citizens to let them know
this bill is going to be heard. Additionally, contact your Senator with your concerns.
Unless this bill is amended further, we would urge them to support their neighborhoods
and vote no.

Resolutions
Every year the League accepts legislative proposals from our member cities and towns
which are discussed, debated and voted on through the policy committee process. The
proposals that successfully move forward then become items for consideration at the
Resolutions Committee meeting at the League’s Annual Conference. This session,
several of our current resolutions are successfully moving through the legislature.
HB 2334 liquor omnibus, sponsored by Rep. Jeff Weninger (R-Chandler) passed out of
the House and awaits a hearing in the Senate. It includes a League resolution to codify
an existing practice of allowing municipal clerks to approve special event licenses when
they have been authorized to do so by their council. The resolution came out of the
League’s General Administration, Human Resources, and Elections (GAHRE) policy
committee on behalf of the municipal clerks.
HB 2078 NOW: political subdivisions; electronic filing system, sponsored by Rep. Mark
Finchem (R-Oro Valley), includes a provision to reinstate a permanent $500 threshold
above which all local candidates for election must file with the Secretary of State. This
resolution arose as a result of the 2016 state law which established a formula to
annually increase the threshold above which candidates/committees must file. This
created a problem for local elections because campaigns often spend less than the
current $1,000 threshold (which will continue to rise). Reinstating a permanent, lower
threshold will give clerks more information about who is running locally and allow them
to provide more training and education to those candidates. The bill passed out of the
Senate Government Committee this week and now moves on to the Rules Committee.
SB 1281 street lighting improvement districts; consolidation, sponsored by Sen. John
Kavanagh (R-Fountain Hills), will allow the consolidation of two or more street light
improvement districts (SLIDs) that have contiguous boundaries, with the consent of the
majority of property owners in each of the districts, and allow the addition of new
territory into an existing SLID, under certain conditions. Consolidating SLIDs will
achieve a more evenly distributed property tax for the payment of energy costs and
increase the administrative efficiency for the municipality and the county assessor that,
over time, will save taxpayer money.
SB 1465 sober living homes; certification, sponsored by Sen. Kate Brophy-McGee (RPhoenix), also advanced this week, passing out of the Senate unanimously (1 member
not voting). Efforts to develop a policy to help protect sober home residents and the
communities in which they live was discussed at length over the interim. During this
session, through several stakeholder meetings with Sen. Brophy-McGee, the Arizona
Department of Health Services and representatives from the sober home industry, an
agreement has been reached on the general framework for the bill, which would require
all sober living homes to be licensed by DHS going forward. Although there may be
minor adjustments to the bill as it moves through the House it is expected to pass the
chamber with significant support.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system has been upgraded! The issue with linking directly
to a specific bill’s information page on the Arizona Legislature website has been
resolved. We have also implemented a self-updating list through Arizona Capitol
Reports, providing you with the most up-to-date information possible! Click here to
browse through our Legislative Bill Monitoring page!

Issue No. 10 – March 16th, 2018

Legislative Overview
Today marks the 68th day of the legislative session. Next week will be the final
opportunity for committees to take action on bills originating from the opposite
chamber. This is the point in the session where we see agendas containing 10 or more
bills, as well as a myriad of strike-everything amendments that introduce new proposals
or reintroduce previously defeated bills. The appropriations committees in both
chambers will have the following week to take action on their assigned bills.
To date, 1165 bills have been posted, 44 have been passed, and 26 have been signed
into law.

Cox Statewide Cable License
The stakeholder process for HB 2579 video service; certificates of authority, with Cox
Communications has stalled and we have not been contacted by Cox regarding how
they will address the concerns we have brought forth. The bill is sponsored by Rep. Jill
Norgaard (R-Phoenix).
The League and our membership have made good-faith efforts to find a compromise
and have offered alternatives; however, Cox has rejected those and continues to push
forward HB 2579 in its current form with so many provisions that are unrelated to the
concept of statewide licensing and that will have a negative impact on neighborhoods,
consumers who subscribe to cable services and taxpayers who do not.
The bill in its current form allows cable TV and Internet providers, such as Cox,
Comcast and CenturyLink, to obtain a more corporate-friendly statewide license
agreement from the Secretary of State and completely abandon their existing
agreements with cities and towns that were negotiated in good faith to protect rightsof-way, consumers and taxpayers. We have repeatedly voiced our concerns to Cox
regarding this legislation, including that it does not delegate any authority to local or
state government to enforce regulations on cable companies, as is the practice with the
Corporation Commission that oversees other utilities.

The experience in other states that have adopted statewide franchise/license laws that
are similar to HB 2579 is very significant and it is clear that it did not live up to
expectations. The proponents of these measures claimed that more competition, lower
prices, and increased customer satisfaction would be achieved by deregulating the cable
TV market, much like what HB 2579 seeks to do. However, it is abundantly clear that
this was a failed experiment and, in states that have adopted similar legislation,
customer satisfaction is at all-time lows, prices increased substantially soon after
legislation was adopted and customer complaints have increased considerably.
Please contact your Senators to explain the expected damaging impacts of this
legislation and request a more thorough stakeholder process be conducted in the
interim to ensure this legislation will not negatively impact consumers and taxpayers.

Digital goods and services
SB 1392 and HB 2479, TPT; digital goods and services, sponsored by Sen. David
Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale) respectively, are the
companion bills that emerged from the interim committee on Digital Goods and
Services.
The bill is meant to address gaps in existing the proponents believe should prevent the
state and cities from imposing tax on goods and services delivered over the Internet. In
reality, all of the items proponents have identified have been consistently taxed at least
since the DOR issued a ruling on this in 1993 (TPR 93-48). Originally envisioned as
merely codifying existing practice, the truth is this bill creates at least eight new
exemptions for transactions that have been held taxable for decades.
SB 1392 remains on hold in the Senate awaiting floor action by the Committee of the
Whole. No movement is expected until the Joint Legislative Budget Committee issues a
revised fiscal note. The JLBC was asked to review the League’s methodology and
revenue estimates. League staff members spoke with them and feel they are
comfortable with the answers and explanations provided. Additionally, the Department
of Revenue is said to now be providing their own financial impact analysis to the JLBC
for incorporation in the note.
The current analysis by League staff on the fiscal impact to cities and towns shows an
estimated loss of approximately $48 million in the first year along with a State loss of
$120 million and a loss to Prop 301 for schools of at least $14.5 million. This will
certainly lead to increasing losses every year thereafter as more and more products are
delivered digitally.
It is imperative that we keep up our efforts to educate legislators about the true
negative impacts of this dramatic policy change.

Post-Traumatic Stress Disorders; Presumption
Last week HB 2501; PTSD; workers’ compensation; presumption sponsored by
Representative Boyer (R-Phoenix) was dual assigned to the Senate Finance and
Commerce and Public Safety committees. The amended language in HB2501: 1)
extends the time to file a workers’ compensation claim by tolling the deadline to one
year after the last counseling session, 2) creates a presumption of PTSD for the public
safety employee unless the employer can prove through a preponderance of evidence
the employee’s job did not create the PTSD, 3) prohibits the employer from requesting
an Independent Medical Exam (IME), 4) increases the number of visits from a minimum
of 12 to a total of 48 visits (an additional 36), 5) and requires the employer to pay
100% of the employee’s salary during the period of visits if the counselor says the
employee is unfit for duty.
Independent consultants who have reviewed HB 2501 have identified this bill as the
most expansive PTSD language, either proposed or passed, in the whole country.
Additionally, the legislature just approved a law during the 2016 legislative session (HB
2350) requiring employers to provide immediate visits with a mental health professional
to those first responders who indicate they might have PTSD. That bill has only been in
effect for just over eight months and there has been no indication the program is
ineffective. Based on these facts many legislators have significant concerns with
approving new legislation, particularly something so expansive.
Despite those concerns, HB 2501 is scheduled for a hearing in the Senate Commerce
and Public Safety Monday, March 19. The bill is not scheduled for a hearing in Senate
Finance this week. The League expects to see amendments to the current language of
the bill. However, the League maintains that strong public policy should be
substantiated by evidence and such evidence is has yet to be provided on this issue.
The League cannot stress enough the importance of our first responders to our
communities. We also acknowledge that mental health issues must be addressed within
the first responder community and we believe HB 2350 is currently addressing those
issues. We continue to engage with stakeholders on this topic but we strongly believe it
is most prudent to have a robust stakeholder process in the interim where we discuss
the effectiveness of the current process and, where there are opportunities for
improvement, they are addressed in an evidence-based manner.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system has been upgraded! The issue with linking directly to a
specific bill’s information page on the Arizona Legislature website has been resolved. We have
also implemented a self-updating list through Arizona Capitol Reports, providing you with the
most up-to-date information possible! Click here to browse through our Legislative Bill
Monitoring page!

Issue No. 11 – March 23rd, 2018

Legislative Overview
This was the last week for all committees to hear bills – with the exception of
Appropriations, which will meet in both the House and Senate next week. This week
saw increased floor activity as legislators took final action on bills before transmitting
them to the Governor. We’re expecting this accelerated pace to continue into next
week, particularly since lawmakers passed an extension of Prop. 301, the .6 cent
education sales tax.
An abundance of strike-everything amendments were introduced, which is typical for
this part of the legislative session. Several of these strikers found their way onto
committee agendas this week, as well as next week’s Appropriations agendas.
Now, the Legislature will begin work on the state budget in earnest. All indications at
this point are that there will be no surprises for cities and towns in this year’s budget.
We expect some amount of HURF sweep to continue as well as the payment to DOR for
collection of TPT. Once the budget bills are released, the League will do a full analysis
of any impacts to municipal revenues or programs.
Today is the 75th day of the legislative session. To date, 1165 bills have been posted,
97 have passed, and 44 have been signed by the Governor.

COX Cable License
HB2579 video service; certificates of authority, sponsored by Rep. Jill Norgaard (RPhoenix) was heard this week in the Senate Commerce and Public Safety Committee on
Monday but did not get a required hearing in the Senate Government Committee.
Consequently, HB2579 will not move forward this session. We thank Senator Sonny
Borrelli (R-Lake Havasu City) for holding the bill from consideration. Cox is already
working on a strike-everything amendment that will be offered in House Appropriations
next week.
During the Commerce and Public Safety Hearing, Senators voiced concerns regarding
the licensing authority not being assigned to the Corporation Commission that oversees

other monopoly utilities in the state. The underlying bill would have assigned the duty
to issue cable licenses to the Secretary of State, an office with no oversight of or
experience with utilities. A strike everything amendment would have been offered in the
Senate Government Committee to require the Registrar of Contractors (ROC) to issue
cable licenses, an agency that licenses trades such as dry wall installers, painters,
handymen, plumbers, carpenters, pool installers; it is abundantly clear the ROC is not
an appropriate agency to assign licensing and oversight of cable companies.
A revised version of the bill will be offered in the House Appropriations Committee next
Wednesday on SB 1140, sponsored by Senator Gail Griffin (R-Hereford). This version
will keep the licensing at the local level; however, we will need to do a thorough
analysis of the amendment to ensure it will not negatively impact consumers or
taxpayers, much like what we expected to happen with HB2579.

Digital Goods
The debate continues over the impact to state and local budgets of SB 1392; TPT,
digital goods and services and its companion bill in the House, HB 2479 sponsored by
Sen. David Farnsworth (R-Mesa) and Rep. Michelle Ugenti-Rita (R-Scottsdale)
respectively. Since the League released our fiscal analysis showing an expected impact
of $120 million to the state budget, $48 million to cities and towns and $14 million to
schools, the Senate bill has failed to advance. The House already passed HB 2479.
While various groups question the specific numbers, there is now general agreement
that the eight new exemptions included in these bills will have a negative impact on
state and local tax revenues. And that impact is likely to only continue to grow as more
and more transactions occur online. These bills go far beyond the consensus of the
interim task force that their intent was to simply codify existing tax practices.
Please continue to let your Senators know that this set of bills is unacceptable in their
current form.

HURF Distribution; Cities, Towns, Counties
This week the Senate Transportation and Technology Committee considered HB 2514;
HURF distributions; cities, towns, counties sponsored by Representative Cook (RGlobe). The amended language in HB 2514 changes the distribution of HURF funds by
directing an initial $18M to rural counties and cities before calculating the additional
funds based on the traditional formula according to the Casa Grande Accord.
The League signed in and spoke in opposition to HB 2514 indicating we do not believe
it is useful to pit rural cities versus urban cities and rural counties versus urban
counties. Rather, we believe the root cause of the HURF funding problem is that the

available pool of money is too small since the gas tax has not been raised since 1991.
The current gas tax of 18₵ has the purchasing power of approximately 6₵ in today’s
economy. Additionally, the League identified that while the purchasing power of the
pool of HURF funds continues to decline, the state has swept HURF funds every year
since 1982 to fund the portions of the budget because DPS does not have a dedicated
funding source. Since 2001 the state has swept $1.1B from HURF resulting in degrading
roads and fewer road projects.
We believe our time is better suited addressing the lack of overall funds in HURF and
finding DPS a dedicated funding source such as HB 2166 and SB 1146. If we were to do
each of those things, the root cause of the problem would be addressed and rural and
urban cities and counties would be better capable of servicing the needs of their
citizens. Also, there is always potential danger in changing a longstanding distribution
formula. If it can be changed to advantage someone one year, it can be changed to
advantage someone else in future years.
The bill was voted out of Transportation and Technology 4-3 on 03/20/18 and is
scheduled to be heard in Senate Appropriations on 03/27/18.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system has been upgraded! The issue with linking directly
to a specific bill’s information page on the Arizona Legislature website has been
resolved. We have also implemented a self-updating list through Arizona Capitol
Reports, providing you with the most up-to-date information possible! Click here to
browse through our Legislative Bill Monitoring page!

Issue No. 12 – March 30th, 2018

Legislative Overview
This was the last week for all committees to hear bills in both chambers’ appropriations
committees. A variety of strike-everything amendments were introduced this week,
several of which found their way onto this week’s Appropriations agendas. Now that
standing committee action has concluded, the remaining weeks of session will consist of
budget discussions, floor action and conference committees. Once the budget is
adopted, the legislature will be well on their way to concluding the legislative session.
Today is the 82nd day of the legislative session. To date, 1165 bills have been posted,
139 have passed, and 110 have been signed by the Governor. The Governor issued his
first two vetoes of the session on SB 1510 (irrigation grandfathered right; containerized
plants) and HB 2092 (police vehicles; HOV lanes).

ACTION ALERT – SB 1140: COX Cable License
SB 1140 certificates of authority; video service, sponsored by Sen. Gail Griffin (RHereford) was heard this week in the House Appropriations Committee on Wednesday.
A strike-everything amendment was offered with many of the same provisions as HB
2579 video service; certificates of authority, which was held from consideration in the
Senate.
The strike-everything amendment drafted by COX is a one-sided, corporate friendly
attempt to deregulate cable services in Arizona under the false premise that it will
create more competition and increased customer satisfaction. It continues to remove
the ability for local government to effectively manage their rights-of-way or ensure
cable companies are held accountable to their subscribers and citizens who may have
their neighborhoods and rights-of-way disrupted by poor construction practices.
The bill continues to prohibit any oversight from local government or the Arizona
Corporation Commission on these de facto monopolies and will allow cable companies
to nullify their existing license agreements with cities and towns. The bill will remove
oversight of cable license approvals; so long as the cable company files paperwork, the

city, town or county would be forced to allow the company to continue to operate
without a public hearing or a vote of the city or town council. This sets an
unprecedented standard that other utilities are likely to want to follow.
The cities and towns have consistently raised these concerns, among others,
throughout the session and in stakeholder meetings; however, the proponents have
dismissed our attempts to make this bill streamline the process for the cable companies
and work for consumers who subscribe to cable services as well as taxpayers who do
not.
SB1140 is waiting for a Rules Committee hearing and action by the House Committee of
the Whole. Please contact your legislators and ask them to oppose this damaging
legislation this year, and request a more thorough stakeholder process be conducted in
the interim to ensure this will not negatively impact consumers and taxpayers.

Home-Based Business is Back
After three failed attempts at passing legislation to limit local governments’ authority to
manage the impacts of home-based businesses on neighborhoods, the Free Enterprise
Club and the Goldwater Institute have now used a last minute strike-everything
amendment. The provisions of HB 2333 (home-based businesses; local regulation) were
added to SB 1387 last night in the House Appropriations Committee.
This legislation is unnecessary since home-based businesses are already thriving in our
communities and typically operate without interference from local governments unless
they become problems for their neighbors.
The League offered bill sponsor Representative Jeff Weninger (R-Chandler) an
amendment that would have allowed us to move our position to neutral. While he
agreed with some of the changes, other provisions are still problematic. Our intent was
to simply codify our existing practices that protect the residential quality of
neighborhoods while allowing home based businesses to operate.
Unfortunately the language that remains in this strike everything amendment appears
intended to facilitate new litigation, so we continue to oppose the bill.
Bills will start to move quickly as we head to the end of the legislative session and we
anticipate this bill will be heard on the House floor next week. If it passes, it will go
back to the Senate for concurrence and then straight to the Senate floor for a final
vote.
Please contact your legislators in both the House and the Senate to let them know of
your concerns. We need to defeat this bill one last time this session.

Public Safety; Traumatic Event Counseling
Last week HB 2501; PTSD; workers’ compensation; presumption sponsored by
Representative Boyer (R-Phoenix, Glendale) was held in the Senate Commerce and
Public Safety Committee and was not scheduled in the Senate Finance Committee.
Following those events the proponents, along with the League, County Supervisors
Association and others met to discuss how to proceed and ensure that an emphasis was
placed on front-end care for first responders while also taking into consideration
municipality responsibilities to the taxpayers. Over the subsequent days all parties
engages in expedited information gathering and negotiations.
Out of negotiations emerged HB 2502; Public Safety; Traumatic Event Counseling, a
consensus strike-everything bill sponsored by Representative Boyer (R-Phoenix). The
provisions of HB2502 are: 1) expands the list of qualifying events to include the
drowning or near-drowning of a child, 2) increasing the number of employer-paid
mental health visits from 12 to 36, 3) assurance that any visits greater than 12 will
result in the patient’s continued improvement, 4) preclusion from the employer
requiring the employee to use any leave time during the time of their visit, 5) limiting
mental health professionals to psychologists and psychiatrists, and 6) ensuring that
employees – after using all leave and other available benefits – do not go without pay
for up to 30 days if they are determined to be unfit for duty.
No longer included in this bill are the following provisions: 1) tolling of the workers’
compensation claim period, 2) PTSD presumption, 3) unlimited number of mental health
visits paid by the employer, and 4) requirement that the employer pay full salary and
benefits while the employee is unfit for duty while also not requiring the employee to
utilize sick and vacation leave.
Finally, a major piece of HB 2502 is the requirement that employers provide data to the
Arizona Department of Administration regarding the utilization of this program and its
efficacy. The League strongly believes that data collection is an important piece to
making strong policy decisions in any situation. We also believe the requirement for
data collection in HB 2502 will ensure that in future legislative sessions we will not be
asked to make modifications to this program until we’ve had significant time to collect
and evaluate the traumatic event counseling program.
The League acknowledges and appreciates the importance of our first responders to
our communities. We also agree that mental health issues must be addressed within
the first responder community and we believe HB 2502 is a balanced approach to
address these issues now and into the future. We thank all the stakeholders for
reaching an acceptable compromise on this issue.

Sober Living Homes; Certification

Last week SB 1465 sober living homes; certification, sponsored by Sen. Kate BrophyMcGee (R-Phoenix), passed unanimously out of the House Health committee. The bill is
now in its final form and has the support of all the stakeholder groups that were
involved in crafting it. It addresses the problem of unregulated sober living homes
which have been a growing challenge for several years. The issue became a League
priority this year after a resolution was brought last year to the Neighborhoods,
Sustainability, and Quality of Life policy committee. The bill is now awaiting a hearing in
the House Rules committee but we expect it to move quickly through the rest of the
process and on to a final vote in the coming weeks.

Liquor Omnibus
Also advancing, HB 2334 liquor omnibus, sponsored by Rep. Jeff Weninger (RChandler), passed through Senate Committee of the Whole (COW). A floor amendment
was adopted that mostly addresses industry issues but which also includes a provision
to allow government entities to acquire special event liquor licenses. This was requested
by the League on behalf of the City of Maricopa after it was discovered that an
unintended consequence from last year’s omnibus prevented the city from obtaining a
special event liquor license last week. The city ultimately resolved the issue by
partnering with a non-profit for the event but if this year’s omnibus passes, a city or
town will be able to get a special event license directly. This year’s omnibus also
includes another League resolution allowing municipal clerks to approve special event
licenses administratively. That request came out of last year’s General Administration,
Human Resources, and Elections (GAHRE) policy committee. Now that the bill has gone
through Senate COW it will move on to a final vote in the Senate before going back to
the House for final passage.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system has been upgraded! The issue with linking directly
to a specific bill’s information page on the Arizona Legislature website has been
resolved. We have also implemented a self-updating list through Arizona Capitol
Reports, providing you with the most up-to-date information possible! Click here to
browse through our Legislative Bill Monitoring page!

Issue No. 13 – April 6th, 2018

Legislative Overview
Today marks the 89th day of the legislative session. Budget discussions continued this
week in small group discussions. April 17th will mark the 100th day of the legislative
session, however it isn’t yet clear whether the legislature will adjourn sine die by this
date given the current status of the FY ‘19 budget.
As of today, 204 bills have passed the legislature, with 153 having been signed into law
by Governor Ducey. An additional three bills have been vetoed by the Governor this
week, bringing the total to five.

ACTION ALERT – SB 1140: COX Cable License
SB 1140 certificates of authority; video service, sponsored by Sen. Gail Griffin (RHereford) is awaiting action by the Rules Committee next Monday in the House before
proceeding to the Committee of the Whole.
SB 1140 was subject to a strike-everything amendment that was adopted by the House
Appropriations Committee that contained substantially similar provisions as HB 2579,
both of which are sponsored by Representative Jill Norgaard (R-Phoenix). HB 2579 was
held from consideration in the Senate Government Committee.
The strike-everything amendment and the original bill are both a one-sided, corporate
friendly attempt to deregulate cable services in Arizona under the false premise that it
will create more competition and increased customer satisfaction. It continues to
remove the ability for local government to effectively manage their rights-of-way or
ensure cable companies are held accountable to their subscribers and citizens who may
have their neighborhoods and rights-of-way disrupted by poor construction practices.
The bill continues to prohibit any oversight from local government or the Arizona
Corporation Commission; it will also allow cable companies to nullify their existing longterm license agreements with cities and towns. The proponents continue to dismiss our

attempts to make this bill work for consumers who subscribe to cable services as well
as taxpayers who do not.
Please contact your legislators and ask them to oppose this damaging legislation this
year and request a more thorough stakeholder process be conducted in the interim to
ensure this will not have negative impacts.

SB 1387: Home-Based Businesses
We continue to oppose the strike everything amendment to SB 1387 regarding home
based businesses. The sponsor of the issue and the original bill (HB 2333),
Representative Jeff Weninger (R-Chandler), held a small group meeting with
representatives of the Goldwater Institute, the Free Enterprise Club, legislators, a City
of Phoenix council member and city staff from three communities to see if there is any
opportunity for a compromise. According to the city staff who attended, there was good
discussion but the parties left the table “agreeing to disagree” on the basic tenets of the
legislation.
It would not be surprising to see additional amendments proposed to address some of
the concerns raised by the city representatives. While we will analyze any proposal, the
fundamental differences we have over the approach to managing the impacts of these
businesses that locate in residential areas will make it difficult to reach a compromise
that all parties can agree to. Currently, if they truly are “no impact” businesses, cities
and towns are not interfering with them. But, once they have an impact on their
neighbors, the city may be asked to remediate.
Please continue to work with your neighborhood groups to keep them informed about
the negative impacts of this legislation and continue discussing your concerns with your
legislators.

League Resolution: Streetlight Improvement Districts
The second League resolution of the year passed the finish line this week in the
legislature and is waiting for the governor’s signature. SB 1281 street lighting
improvement districts; consolidation, sponsored by Sen. John Kavanagh (R-Fountain
Hills) passed the House on Wednesday with a vote of 53-4. The bill will allow the
consolidation of two or more streetlight improvement districts (SLIDs) that have
contiguous boundaries, with the consent of the majority of property owners in each of
the districts, and allow the addition of new territory into an existing SLID, under certain
conditions. Consolidating SLIDs will achieve a more evenly distributed property tax for
the payment of energy costs and increase the administrative efficiency for the
municipality and the county assessor that, over time, will save taxpayer money.

HB 1465: Sober Living Homes; Certification
This week SB 1465 sober living homes; certification, sponsored by Sen. Kate BrophyMcGee (R-Phoenix), passed its final vote in the legislature. It now awaits the Governor’s
signature. The bill creates a statewide licensing system for all sober living homes in the
state through the Department of Health Services. Last year, the League adopted a
resolution to address the issue of unregulated, poorly-run sober living homes through
state or federal action. This came about due to years of frustration with bad actors in
the industry that chose to take advantage of the growing opioid epidemic by providing
cheap, unhealthy and unsupervised housing for recovering alcohol and drug addicts. As
a result, many of these homes degraded into abusive environments where residents
used drugs and created nuisance and public safety problems for the surrounding
neighborhoods.
Unregulated sober living homes, particularly in California, Florida and recently Arizona,
have proven to be detrimental not just to the safety and welfare of neighborhoods but
also to the sober home residents themselves who need a healthy, supportive
environment to continue their sobriety. SB 1465 provides for a robust statewide
licensing system in Arizona to protect our neighbors in recovery, as well as our
neighborhoods, from negligent and abusive sober housing providers.

HB 2371: Food Truck Licensing
This week the Senate approved amendments to HB 2371 mobile food vendors; state
licensure, sponsored by Representative Kevin Payne (R-Peoria) that addressed the
outstanding issues raised by cities and towns. The underlying bill is intended to provide
a statewide, streamlined process for health and food safety inspections, licensing of
food truck operations and address the varying regulations adopted by counties, cities
and towns.
The amendments adopted by the Senate this week allows for restrictions of food truck
operations in areas where this business activity may not be appropriate, such as
residential areas; provides reasonable restrictions on parking, including parking duration
and occupying areas with insufficient parking capacity; provides a streamlined process
for required fire inspections of food trucks; and provides online access of required food
truck license applications.
Food trucks have grown in popularity in recent years and are seen at many public
events in the state. After hearing the concerns and the challenges faced by food truck
owners navigating the varying rules, it became clear that local and state regulations
have not kept pace. HB 2371 is the first step in easing the regulatory burden for these
small businesses to operate successfully in our communities. We appreciate
Representative Payne for bringing this issue to our attention and look forward to
working on continued reforms.

The bill as amended passed the Senate with a vote of 21-7. It was transmitted back to
the House where it waits for procedural action and a final vote before it will be
transmitted to the governor.

HB 2532: Occupational Licensing
While there is no evidence that cities and towns are misusing their current authority
related to the issuance of occupational licenses, bills have been introduced in the last
two sessions which would have placed limitations on municipal governments to regulate
certain professions.
Over the interim we worked with the proponents of these bills to see if there was some
middle ground that would protect our authority to address concerns within our
communities and provide assurances that we were not making our license provisions
overly burdensome for individuals or small businesses.
The concept that we agreed on is to create a “sunrise” process for any new
occupational licenses. This would require notice to the public and a council hearing
before imposing any new licensure requirements. Additionally, a city or town would
have to revisit these licenses every five years to determine whether they were still
necessary. Finally, a city or town would have to review all of their existing licenses
within five years of the enactment of the legislation.
This amendment was put onto HB 2532 occupational regulation; municipalities;
counties; prohibition, sponsored by Rep. Kevin Payne (R-Peoria) in the Senate this
week. We greatly appreciate that Representative Payne worked with us to find a
compromise. Even though this bill will require municipalities to go through some
additional process to adopt and renew these licenses, it is reasonable to periodically
review these requirements to determine whether they are having the results the city or
town intended.

Reminder: League Policy Committees
League Policy Committees will resume in a few weeks. Participation on any of the five
policy committees are your opportunity to be involved in policy development resulting in
League Resolutions for cities and towns. Resolutions adopted at the Annual Conference
provide direction for our legislative program the following year. Meetings will be held at
least once a month in May, June and July. All mayors, council members and city staff
may participate on any committee.
The League Policy Committees and their respective staff are as follows:
•

Budget, Finance and Economic Development (BFED)
 Tom Savage, tsavage@azleague.org

•

General Administration, Human Resources and Elections (GAHRE)
 Tom Belshe, tbelshe@azleague.org

•

Transportation, Infrastructure and Public Works (TIPW)
 Tom Savage, tsavage@azleague.org

•

Public Safety, Military Affairs and the Courts (PSAW)
 Alex Vidal, avidal@azleague.org

•

Neighborhoods, Sustainability and Quality of Life (NSQL)
 Alex Vidal, avidal@azleague.org

If you are a member of a policy committee and want to remain on that committee, you
must notify the League staff member assigned to your committee. If you are not
currently on a committee or wish to serve on a different or additional committee, please
let the League staff member assigned to that committee know of your interest.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system is available on the League website. We have
implemented a self-updating list through Arizona Capitol Reports, providing you with
the most up-to-date information possible on bills we are tracking. Click here to browse
through our Legislative Bill Monitoring page!

Issue No. 14 – April 13th, 2018

Legislative Overview
In addition to this week’s regular legislative activity, a variety of proposals were made
regarding teacher-pay. These competing bills ultimately gave way to Governor Ducey’s
revise budged proposal that would boosts teacher pay by 9 percent in the upcoming
school year, for a total raise of 10 percent since 2017. That equates to $274 million for
teacher pay in the proposed budget for next year.
Today marks the 96th day of the legislative session. As of today, 264 bills have passed
the legislature, with 194 having been signed into law by Governor Ducey. April 17th will
mark the 100th day of the legislative session; however it isn’t yet clear whether the
legislature will adjourn sine die by this date given the current status of the FY ‘19
budget.

ACTION ALERT – SB 1140: COX Cable License
SB 1140 certificates of authority; video service, sponsored by Sen. Gail Griffin (RHereford) narrowly passed the House this week with a vote of 31-27. It is now in the
Senate where it will receive a final read. If the bill passes, it will be transmitted to the
governor.
Now is the time to reach out to your Senators and ask them to please vote NO on SB
1140 and request a thorough stakeholder process in the interim that will achieve a
consensus bill that protects the rights and responsibilities of local government, and
protects consumers that subscribe to cable services and taxpayers who do not.
Cox has not addressed the concerns we have outlined throughout the process and
continues to use misleading talking points stating otherwise. SB 1140 continues to
remove the ability for local government to effectively manage their rights-of-way and
ensure cable companies are held accountable to their subscribers and citizens who may
have their neighborhoods and rights-of-way disrupted by poor construction practices or
have their services interrupted.

The bill still prohibits any oversight from local government or the Arizona Corporation
Commission on these de facto monopolies and will allow cable companies to nullify their
existing license agreements with cities and towns. SB 1140 changes the substantive
rights because the legislation allows the termination of these existing contracts “by
operation of law” despite previously being negotiated in good faith by the parties and
allows the cable operators to walk away from their obligations. Without a significant
and legitimate public purpose, this legislation fails the test and is an unconstitutional
impairment of contracts.
SB 1140 releases the cable industry from its obligations under existing licenses that
were designed to protect taxpayers and residents. This legislation contains significant
changes that benefit only cable companies. This sets a dangerous precedent that any
private entity can negotiate a contract with a government body and then renege on
their responsibilities when it suits them.

Governor’s “School Safety” Bill
SB 1519: protective orders; schools; appropriations, sponsored by Sen. Steve Smith (RMaricopa), was introduced on Wednesday with special permission from the Rules
Committee. The bill is the result of several drafts that had been circulated between the
Governor’s Office, majority leadership at the legislature and other stakeholders. The bill
includes the following provisions:
Appropriations:

•
•
•

$11 million for the Department of Education (ADE) to expand the School
Resource Officer (SRO) program.
$3 million for AHCCCS to expand mental health services in schools.
$1.1 million for DPS to establish the Center for School Safety within the Arizona
Counter-Terrorism Information Center, train SROs to respond to active school
shooters using virtual or simulated reality, and establish a school safety hotline.

Administrative Policies:

•
•

Requires schools to establish a school safety plan in coordination with law
enforcement and expand mental health and suicide prevention services.
Moves administration of the SRO program to ADE and DPS.

Severe Threat Order of Protection (STOP):

•

Prohibits a person under a STOP order from possessing or purchasing a firearm
and makes violating a STOP order a class 4 felony.

•
•

Allows a law enforcement officer, family member, legal guardian, household
member, significant other, school administrator, or mental health professional to
petition the Superior court for a STOP order.
Requires the county sheriff or local law enforcement agency where the subject
resides to transport the person to the court as soon as practicable for a hearing
and transport the subject to a healthcare facility for a mental health evaluation, if
the court finds by clear and convincing evidence that the person poses a threat.

The bill is opposed by some groups that think it does not go far enough and others that
think it goes too far. It was scheduled for a hearing in Senate Commerce and Public
Safety on Monday, April 16 but that meeting was cancelled to allow more time for
discussions. The impetus for the bill came after a national debate about school/gun
safety was sparked following the shooting in Parkland, Florida where 17 students were
killed at Stoneman Douglas High School.

Home Based Businesses (SB 1387)
There was no action this past week on SB 1387, sponsored by Representative Jeff
Weninger (R-Chandler), but it could go to the House floor as early as Monday.
Representative Weninger has shared a draft amendment with us that attempts to
address our concerns. While we appreciate his efforts, we must continue to oppose the
bill.
The protection of neighborhoods is a core function of local government. We cannot
agree to language that limits our ability to manage the impacts of commercial activity in
residential areas and opens the door to more litigation and claims against cities. Home
based businesses are flourishing and neighborhoods are being protected today. This
legislation is unnecessary at best and, at worst, harmful to our communities.
Please continue to communicate with your legislators about your concerns regarding
this issue.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system is available on the League website. We have
implemented a self-updating list through Arizona Capitol Reports, providing you with
the most up-to-date information possible on bills we are tracking. Click here to browse
through our Legislative Bill Monitoring page!

Issue No. 15 – April 20th, 2018

Legislative Overview
Budget discussions had been going on for some time when the #RedForEd movement
overwhelmed the process in the last two weeks. Before that, issues such as the pace of
economic growth, revenue projections and the amount of additional funding that would
be available for items that were not part of the baseline had been largely settled.
However, now that the Governor has proposed raising teacher pay for the next three
fiscal years, these are all going to need to be revisited; differences between the
Legislative and Executive branches will need to be resolved and funding sources for
these increases will need to be agreed upon before the budget can be finalized.
There was limited floor action this week because of various budget meetings that were
taking place as leadership tries to put together a budget that can pass both houses of
the legislature. It is likely next week will look much the same.
Another issue that will need to be accomplished before the session ends is the School
Safety bill. Yesterday the Senate Commerce and Public Safety committee passed SB
1519 protective orders; schools; appropriations, sponsored by Sen. Steve Smith (RMaricopa) on a party line vote after several hours of testimony. This bill will need to
move through the Rules committee, Caucus and the Senate Floor before being taken up
by the House.
Today marks the 103rd day of the legislative session. As of today, 284 bills have passed
the legislature, with 194 having been signed into law by Governor Ducey. April 17th
marked the 100th day of the legislative session. This is the date required by rule for
sine die adjournment unless leaders extend the deadline. Leadership can extend it no
more than 7 days; thereafter any extension requires a majority vote in each house.
They have until April 21st to file this extension.
Session cannot extend beyond April 28th without majority vote in both houses. While it
isn’t yet clear whether the legislature will adjourn sine die by this date, it’s become
more likely with Ducey’s veto announcement given its impact on the upcoming budget.

SB 1140: COX Cable License

On Thursday, SB1140 certificates of authority; video service, sponsored by Sen. Gail
Griffin (R-Hereford), was heard in a Free Conference Committee where it was amended
to protect the ability of cities and towns to manage rights-of-way, a major priority for
local government. There are still other issues in the bill that remain unaddressed, such
as provisions allowing cable operators to terminate their existing long-term license
agreements with cities and towns; removing build-out requirements; prohibiting public
hearings and council approval on issuance of cable licenses; and limiting collection of
license fees from revenue generated from the use of certain infrastructure in the rightof-way, among other issues. Legislators recognize the bill has a delayed effective date
of January 1, 2020 and have expressed support for a continued stakeholder process in
the interim to find a consensus on the unresolved issues.
The bill now awaits procedural action before it will receive a final vote in the House and
Senate. If the bill passes Final Read, it will proceed to the governor.

SB 1387: home-based businesses; local regulation
After defeating three home-based business bills this session, one remains alive.
Representative Jeff Weninger (R-Chandler) sponsored a strike everything amendment
to SB 1387 in the House and then further amended the bill on the floor.
There continues to be a misperception that these amendments have eliminated our
opposition. To the contrary, these amendments have made this bill even more
indecipherable, impossible to implement and completely unenforceable.
This language is unnecessary since municipalities are already successfully managing
home-based businesses. Putting anything in state statute automatically sets cities and
towns up for SB 1487 claims and litigation, but this new language is even more
problematic because it is so confusing.
The bill passed the House on a 32-25 vote and is now in the Senate. It is likely the
sponsor of the underlying bill, Senator Gail Griffin (R-Hereford), will accept the House
amendments and the bill will be ready for the Senate Floor. Please contact your
Senators again to tell them to continue to oppose this bad bill and to please vote NO if
it comes up for a vote.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system is available on the League website. We have
implemented a self-updating list through Arizona Capitol Reports, providing you with
the most up-to-date information possible on bills we are tracking. Click here to browse
through our Legislative Bill Monitoring page!

Issue No. 16 – April 27th, 2018

Legislative Overview
The legislature continues to struggle with developing a budget that includes salary
increases for our state’s K-12 teachers. There is agreement that teachers deserve more
money but how to achieve that is the subject of much debate.
This is the time of the session when much of the “horse trading” for votes occurs. We
are concerned that the issue of taxation of digital goods (HB 2479 and SB 1392) could
be part of the vote trading the Governor and legislative leadership may believe
necessary to get to a final budget.
As you will recall, these bills comes with a big price tag. We estimate the total cost of
the digital goods package as drafted at $120 million in state losses, $48 million in lost
revenue to local governments and approximately $14 million less in funding for schools
through a reduction in Proposition 301 monies. While the size of the total loss has been
disputed, no one believes the legislation as proposed is revenue neutral.
As the executive and legislature struggle to find the $580 million they need to fulfill the
promise of a 20% increase in teachers’ salaries by 2020, it would seem irresponsible for
them to approve these tax breaks. More work should be done to fully understand the
impact of this proposal. Until then, we hope it will not be used as a bargaining chip in
the budget negotiations.
If legislators want to pass a digital goods bill, they can use the language proposed by
the League in our own draft bill. That proposal codifies the current practices of state
and cities and towns, and is revenue-neutral.

Home-based Businesses
We continue to talk with Senators about this legislation. Many of them have expressed
concerns about the need for any state level intervention of neighborhood issues
generally and the provisions of this bill specifically. While we are hopeful SB 1387 will
not advance, we need to keep letting our legislators know that we oppose this
legislation because our residents do not want it.

We also want to express our appreciation to the neighbors that have weighed in against
this bill. It is important that those who represent them at the state level hear from “real
people” as they debate the merits of this legislation. Your voice has made a difference
but the session is not over yet. We must not rely on our past efforts in these remaining
days but must continue to communicate the problems with this legislation.
Here is a link to a recent article from one of Phoenix’s neighborhood leaders.

Construction Sales Taxes
Throughout the session, we have supported SB 1409 TPT; prime contracting; alteration;
replacement, sponsored by Senator Karen Fann (R-Prescott). The bill, as introduced,
would have eliminated the Alteration category of construction sales taxes. This would
have provided greater clarity to contractors on how to impose taxes on certain
construction jobs.
Unfortunately, the House Rules committee raised concerns that the elimination of this
category would result in an increase in revenue and trigger the need for a Proposition
108 clause, requiring a super-majority vote for passage.
One alternative option that has been considered would remove the financial caps on the
work that could be done under Alteration. This would have the effect of allowing more
construction work to be taxed on materials only at the point-of-purchase rather than as
prime contracting. While we are certain this will have a negative impact on construction
sales tax revenues, it is difficult to quantify what that impact would be. We continue to
work on an analysis of the impact of this proposal. In the meantime, we have
suggested other proposals that we believe would provide the simplicity that contractors
are looking for without a significant reduction in state and local revenues.
We have worked cooperatively with Senator Fann and the contractors and their
representatives on this legislation and do not believe they will move it forward this year
without an agreement. However, there may be some pressure from groups who want
to ultimately move all construction sales taxes to a “materials-only, point-of-purchase”
system regardless of the cost to the state and local governments to push this proposal.
Senator Fann has been a great partner with cities and towns on the construction sales
tax issue. Please let her know that we appreciate her continued support.

Vehicle Fees; Alternative Fuel VLT
This week the Senate substituted SB 1146 vehicle fees; alternative fuel VLT sponsored
by Senator Bob Worsley (R-Mesa) with the House version of the same bill, HB 2166
vehicle fees, alternative fuel VLT sponsored by Representative Noel Campbell (RPrescott). The Senate then passed HB 2166 on Monday with a vote of 17-13 and the bill
was signed by the Governor on Wednesday, April 25th.

This bill authorizes the ADOT Director to set an annual safety fee on vehicle licensing,
with the proceeds to be deposited in the DPS Highway Patrol fund. In recent weeks, the
League had spearheaded efforts to revive these bills in an effort to ensure there were
no longer sweeps of HURF funds and that city, county, and state highway
transportation funding sources were fully restored.
However, in light of the #RedforEd movement and Governor Ducey’s proposal for a
20% increase in teacher pay by 2020, questions have been raised about whether the
proceeds of this fee will be used for to offset HURF sweeps or will instead go to teacher
pay. At this time, it is unknown what the effect of the bill will be on city and town
transportation budgets.
The League continues to gather information on this issue and will keep members
apprised of any new information. However, a full picture of funding sources their uses
will not be clear until a budget has been finalized.

League Policy Committees
League Policy Committees have been scheduled and will resume in a few weeks.
Participating on any of the five policy committees is your opportunity to be involved in
policy development resulting in League Resolutions for cities and towns. Resolutions
adopted at the Annual Conference provide direction for our legislative program the
following year. All mayors, council members and city staff may participate on any
committee.
The League Policy Committees will be meeting on the following dates:
Budget, Finance and Economic Development (BFED) Tom Savage,
tsavage@azleague.org
•
•
•

May 24, 2018 – 10:00a to 12:00p
June 21, 2018 - 10:00a to 12:00p
July 12, 2018 - 10:00a to 12:00p

General Administration, Human Resources and Elections (GAHRE) Tom Belshe,
tbelshe@azleague.org
•
•
•

May 10, 2018 – 10:00a to 12:00p
June 14, 2018 - 10:00a to 12:00p
July 12, 2018 - 10:00a to 12:00p

Transportation, Infrastructure and Public Works (TIPW) Tom Savage,
tsavage@azleague.org
•

May 23, 2018 – 10:00a to 12:00p

•
•

June 13, 2018 - 10:00a to 12:00p
July 11, 2018 - 10:00a to 12:00p

Public Safety, Military Affairs and the Courts (PSAC) Alex Vidal, avidal@azleague.org
•
•
•

May 15, 2018 – 1:00p to 2:00p
June 13, 2018 - 1:00p to 2:00p
July 17, 2018 - 1:00p to 2:00p

Neighborhoods, Sustainability and Quality of Life (NSQL) Alex Vidal,
avidal@azleague.org
•
•
•

May 15, 2018 – 10:00a to 11:00a
June 12, 2018 - 10:00a to 11:00a
July 24, 2018 - 10:00a to 11:00a

If you are a member of a Policy Committee and want to remain on that committee, you
must notify the League staff member assigned to your committee. If you are not
currently on a committee or wish to serve on a different or additional committee, please
let the League staff member assigned to that committee know of your interest.

Legislative Bill Monitoring
Our Legislative Bill Monitoring system is available on the League website. We have
implemented a self-updating list through Arizona Capitol Reports, providing you with
the most up-to-date information possible on bills we are tracking. Click here to browse
through our Legislative Bill Monitoring page!

Arizona Legislative Reports News Notes April 16, 2018
LEAGUE OFFERS DIGITAL TAXATION LANGUAGE
The League of Arizona Cities and Towns is offering an amendment H2479
(TPT; digital goods & services) that, according to executive director
Ken Strobeck, would ensure some goods and services remain taxable
while other are exempt. Not only does the amendment offer clarity on
the state’s tax law, which was the goal of an ad hoc committee that
met last fall, but it also addresses the issue in a way that’s revenue
neutral, Strobeck said. That was a key issue for cities and towns,
which risked losing $48 million in tax revenue, according to League
estimates. Lawmakers, such as D Farnsworth, and groups, such as the
Arizona Tax Research Assn, have disputed numbers produced by the
League. H2479 has screeched to a halt since Strobeck and league
officials announced the potential revenue dent for municipalities and
the state, which they estimate would lose roughly $120 million
annually if the bill were approved as is. Strobeck said he worked with
certain lawmakers to craft the amendment but would not identify who.
The bill’s primary drivers at the Legislature, Ugenti-Rita and
Farnsworth, were not consulted, he said. Farnsworth told our reporter
Monday afternoon he has yet to see the amendment drafted by the
League, but said he appreciates the group’s pro-active step on the
issue.

UNDER THIS DEFINITION, NETFLIX IS TAXABLE
Strobeck explained that certain “rental” services would continue to be
taxed. “The item that’s been thrown around a lot has been Netflix or
the use of Office 365 or Turbo Tax or something like that,” he said.
With H2479, the key difference in whether a digital good is taxable or
not is if a consumer can download programs or use them through the
cloud or an online portal. “In either case, that is a rental
transaction,” Strobeck said. “The method of deliverability should not
affect taxation.”

Cities raise alarm about plan to ban taxes on digital goods
Bob Christie, Associated Press Updated 5:49 pm, Monday, March 5, 2018

PHOENIX (AP) — The association that represents Arizona's cities and towns is raising the
alarm about a proposal in the Legislature to ban sales tax on digital goods such as cloud
computing software and digital streaming services.
The League of Arizona Cities and Towns says the proposal from Republican Rep. Michelle
Ugenti-Rita would cost cities $48 million a year in tax collections and the state $120 million.
Another $11.3 million would be lost from a fund for schools.
Ugenti-Rita said Monday the state has no authority to impose sales tax on software and other
services accessed over the internet when there is no actual good delivered. She says the League
and state Revenue Department could have sought that authority but instead just collected the
taxes.
"This is a field that nobody should have been operating in to begin with, unless they did the right
thing, which was to come down to the Legislature and pass policy reflective of what they want
their tax environment to look like," she said. "But no one's done that — the department hasn't
done that, the League hasn't done that. This could have been fixed a long time ago. This is a
giant mess; we are ripe for legal action if we don't fix this."
League President Ken Strobeck said there is authority to collect the taxes and cities and the state
will be sorely hurt by Ugenti-Rita's legislation.
"If you go to Best Buy and buy a copy of TurboTax on disc you pay sales tax. If you download it
from the internet and put it on your computer, you pay sales tax," Strobeck said. "Under this bill,
if you used it online, even if you were preparing your tax returns and still had a tangible product
at the end, it would not be taxed. And so why wouldn't everybody just gravitate toward that
platform?"
Strobeck argues that there are lots of items not singled out in the tax code that are taxed — such
as hammers, paint cans and brooms.
"But we have a category of retail products, that are tangible retail products that are taxable, and
we believe that all three of these elements are tangible retail products," he said.
The Legislation passed the House on a 39-19 vote last week and an identical bill is set for
possible Senate floor action this week. That dual-track position ups the ante for opponents,
because it shows votes could come so fast that opposition can't be rallied in time.
Strobeck said the League, which represents 91 cities and towns, pulled data on 2017 tax
collections from 11 large cities that maintained their own tax collection operations to come up
with their tax loss numbers. They then extrapolated the numbers to show losses for all cities and
towns and the state.

The result showed the average city would lose 1.75 percent of its sales tax revenues, a big hit
when budgets are tight and cities face increasing pension costs.
The $120 million in state losses would also crimp the state budget, which is always short of cash
to funds schools, highway construction and other priorities. In addition, a sales tax that funds
public schools would lose $14.4 million.
"We're trying to just make people aware of the fiscal impact, not only to cities and towns but also
to the state," Strobeck said.
Ugenti-Rita said good tax policy dictates the Legislature step in to clear up what she called
confusion on what is taxed in Arizona.
"This is part of making sure businesses can operate competitively and fairly, transparently, so
that there is consistency and they know what their tax obligation is," she said.
— The legislation is House Bill 2479 and Senate Bill 1392
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Lack of impact data stalls bills to bar digital goods’ tax


By: Ben Giles



March 9, 2018 , 4:20 am

An e ort to forgo sales taxes on digital goods and services has stalled while state budget analysts try
to gure out how much Arizona may stand to lose in tax revenue.
The House of Representatives already approved a bill to exempt digital items like videos, cloudbased software and other streaming and hosting services from the state’s 5.6 percent sales tax. The
Senate appeared poised to approve an identical measure on March 1, at least until the League of
Arizona Cities and Towns released estimates of roughly $119 million the state would lose by no
longer taxing those items.
Now the sponsor of SB1392, Sen. David Farnsworth, R-Mesa, said he won’t push
for a vote on the measure until state analysts with the Joint Legislative Budget
Committee can determine the veracity of the league’s research.
The total hit to the state could be as high as $181 million, a gure that includes
the $119 million estimated in losses to state co ers, roughly $48 million in
revenues lost from municipal tax collections and $14 million in decreased
revenue for schools, according to Ken Strobeck, the league’s executive director.
Sen. David
Farnsworth (RMesa)

Farnsworth and supporters of his bill have criticized that research, which the
league acknowledges is a rough estimate.

Their data is based solely on records provided by o cials in 19 cities and towns that were selfcollecting taxes on the digital goods targeted in SB1392 and its sister bill, HB2479, sponsored by Rep.
Michelle Ugenti-Rita, R-Scottsdale. Those gures were extrapolated to estimate the impact to all
cities and towns in Arizona.
Strobeck said the league was waiting for state o cials, either JLBC, the Department of Revenue, or
some combination of the two to provide lawmakers with some analysis of the nancial impact of a
bill to exempt a host of digital goods from taxation.
No such analysis came, so the league did its own and released it on March 1, hours before a
scheduled vote on SB1392.
“I think there are a lot of people that have serious questions about it now given
that it will signi cantly impact state revenues,” Strobeck said, adding that some
senators are questioning their support of the bill. “You can always give away a
tax cut, but you can never get it back with our two-thirds requirement to reimpose it.”
Strobeck was referring to Proposition 108, a 1992 initiative passed by voters
that requires a two-thirds vote in both chambers to approve any legislation that
increases net state revenues.

Ken Strobeck

Analysts with the Joint Legislative Budget Committee have not yet been able to
con rm or refute the league’s analysis. Strobeck questioned why lawmakers began voting on the
bills before an analysis was conducted.
“Quite frankly, it didn’t occur to me or perhaps other people, either,” Farnsworth said, later adding,
“at this point I wish I had.”

https://azcapitoltimes.com/news/2018/03/09/arizona-david-farnsworth-ken-strobeck-karen-fann-digital-goods-tax-bill/

1/2

3/19/2018

Lack of impact data stalls bills to bar digital goods’ tax – Arizona Capitol Times

A JLBC scal memo released shortly after the league publicized its own study noted there is
anecdotal evidence that some streaming services pay taxes. JLBC found that two companies – they
didn’t specify which – may currently pay a combined $7 million in sales tax.
However, analysts wrote they are unable to determine the magnitude of the bill’s impact because of
a lack of information on the current level of taxed digital services and no de nitive legal
interpretation of the bill’s language.
Sen. Karen Fann, R-Prescott, said she’s curious if cities and towns were collecting
taxes they shouldn’t have, and still reporting that as a loss. That’s the concern of
some lawmakers and tax lobbyists who support the bills, arguing it will settle an
area of confusion in Arizona’s tax code.

Sen. Karen Fann
(R-Prescott)

If state policymakers fail to clarify this issue, the courts will likely decide the
matter. Under that scenario, the state could end up being compelled to pay
back the taxes it had collected, Kevin McCarthy, president of the Arizona Tax
Research Association, said.
“That’s exactly why it’s important to pass this bill, to give clarity to it,” said

Farnsworth.
Essentially, Farnsworth, McCarthy and others who support the bill argue that current Arizona law
might not allow for the taxation of certain digital goods and services, and that any projections of lost
revenue is revenue that should never have been collected in the rst place.
That’s a charge that Strobeck and league sta ers say is awed. Arizona tax law is written in such a
way that products are assumed taxable unless state statute spells out an exemption for goods and
services that can’t be taxed, Strobeck said.
“That’s been the practice since the beginning of the internet,” he said. “No one’s ever challenged
that.”
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Mayor: Here's what an online tax cut would strip from
Arizona and its cities
Jay Tibshraeny, Opinions contributor

Published 6:11 a.m. MT March 22, 2018

Mayor: Creating a nine-figure hole in the state budget with so many
priorities underfunded harms Arizona’s ability to fund the services
our residents expect.
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Not long ago, Arizona had to sell its state Capitol just
to pay everyday bills.
It was the depth of the Great Recession, and
lawmakers and the governor had few options other
(Photo: Elise Amendola/AP)

than cutting services, sweeping funds, selling state
buildings and shifting costs to local governments.

As the economy improved, the state began to restore some services. But the
Legislature to this day takes precious resources from cities, towns and counties to help
cover its bills.

Bill would treat online sales differently
Even though the state still relies on a number of gimmicks to balance its budget, the
Legislature is now considering a devastating revenue cut that impacts not only the
state but local governments.
As it stands today, customers who purchase digital goods over the internet pay the
customary sales tax assessed by the state and other entities. If you paid a sales tax
when you rented a video at Blockbuster, you still pay the same sales tax when you
stream Netflix on your computer.

Technology has improved to make it easier to deliver goods straight to your computer
or television. And the state’s tax code treats those transactions the same as if you
bought a CD or a package of software goods.
Some lawmakers want to change that – with serious consequences for state and local
budgets. Senate Bill 1392 and its companion bill House Bill 2479 threaten to
significantly change what is considered a taxable transaction.

Estimate: Bill could cost $120 million
As more and more goods become available through online delivery, a tax exemption of
these products strips government of customary tax dollars used to provide everyday
services.
The League of Arizona Cities and Towns estimates that exempting digital goods from
sales tax would cost the state $120 million. The cities would lose another $48 million.
And tax money meant for schools under Proposition 301 would drop by $14 million.
These are estimates based on the best available data at hand.

https://www.azcentral.com/story/opinion/op-ed/2018/03/22/online-tax-cut-would-strip-arizona-and-its-cities/447716002/
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Neither the Arizona Department of Revenue nor the Legislature’s Joint Legislative
Budget Committee could provide revenue estimates from companies like TurboTax or
Netflix.
The League estimated these costs based on the best available numbers provided by
numerous cities. While some dispute these estimates, everyone agrees: The move to
exempt digital goods from taxation costs government millions of dollars.

What that $120 million could buy us
If the state found itself with an extra $120 million, I would suggest an end to the
detrimental shift of $70 million from road repair in the Highway User Revenue Fund to
pay for the highway patrol. Or maybe the state could add 1,400 police officers to
improve public safety.
Teachers have been clamoring for increased pay, and $120 million would provide a
significant boost in the take-home checks for the men and women who lead our
children in the classroom.
We are all committed to creating an environment that is business friendly. Eliminating
this tax would put state and local budgets in jeopardy.
Creating a nine-figure hole in the state budget with so many priorities underfunded
harms Arizona’s ability to fund the services our residents expect.
Jay Tibshraeny is the mayor of Chandler and the president of the League of Arizona
Cities and Towns.

https://www.azcentral.com/story/opinion/op-ed/2018/03/22/online-tax-cut-would-strip-arizona-and-its-cities/447716002/

2/2

ATRA SUPPORTS HB2479/SB1392

2018

Response to League of Cities “Myth vs. Fact” re: Digital Goods
After a year of study to solve a most serious tax problem facing both the State of Arizona and taxpayers, the
League of Cities of Towns has decided to mock taxpayers by simply saying there is no confusion: everything is
taxable in Arizona – if confused just send your money. Regrettably, Arizona has a much-deserved reputation
for having one of the most confusing and difficult-to-comply-with state and local sales tax systems in the
country. The cavalier and uncooperative attitude displayed by the League of Cities puts this problem on full
display.
The omissions in the League’s document are telling. They never denied that taxing internet services violates
the federal Internet Tax Freedom Act. Further, they don’t dispute the massive legal challenges to taxing
subscriptions to digital goods and services (intellectual property and services) as rentals of tangible personal
property (TPP).

ERRONEOUS STATEMENT #1: EVERYTHING MEASURABLE IS TAXABLE IF NOT EXEMPT

LEAGUE
STATEMENT

RESPONSE:
•

State law requires activities to be “classified under a taxable business classification” in the first
place, and Arizona’s taxes only apply to TPP that is “perceptible to the senses.”
AZ Supreme Court in 1959: “it is especially important in tax cases to begin with the words of the
operative statute,” and “such words will be read to gain their fair meaning, not to gather new
objects of taxation by strained construction or implication.”

•

HOW DOES “EVERYTHING IS TAXABLE” SQUARE WITH THIS?

•
•

There is no statutory exemption for custom software.
Cities argue software is tangible personal property, so how is this exempt?

THIS IS AN INTERESTING
VIEW OF THE LAW

“JUST SEND US YOUR MONEY,
WE DON’T NEED LAWS”

ERRONEOUS STATEMENT #2: ALL DIGITAL GOODS AND
SERVICES ARE SOFTWARE AND HAVE BEEN TAXABLE SINCE 1993
RESPONSE:
•

•
•
•
•

1993 rule (and 2005 update) only cover software SOLD
at retail; subscription digital products do not conform
to rental class laws.
Defining software as tangible never put in law
No law or rule in AZ has defined digital goods or
service platforms like SaaS.
Just 2 states nationally have taxed software without a
law change: AL & LA.
No state has taxed cloud services without a law
change; not one state shares the League’s view.

IN DECEMBER 2017, ADOR & CITIES
CONCURRED WITH NATIONAL EXPERTS THAT
SOFTWARE AND DIGITAL GOODS TAXATION
NEEDS TO BE CLEAR IN LAW.

HOW DOES “ALL DIGITAL GOODS ARE SIMPLY SOFTWARE” SQUARE WITH THIS?

•
•
•

FALSE: ADOR and 4 cities have claimed these services ARE taxable.
There’s no exemption in law for this activity; so given their theory, how is it not taxable?
Given the “everything is taxable” mentality, how is a taxpayer to know the difference?

ERRONEOUS STATEMENT #3: BILL DOESN’T MAKE ‘OFFLINE CAPABLE’ STREAMING TAXABLE

•
•
•
•

League says EVERYTHING is taxable unless exempt but then has trouble squaring this concept?
Bill makes clear the gross proceeds of a transaction are taxable if offline viewing is offered.
Different products ARE taxed differently; i.e. subscription TV never has been taxable.
Only ‘pure stream’ options like Over The Top (OTT) are exempt.

LEAGUE ADMITS TAXABLE STREAMING SERVICES WERE COUNTED IN FISCAL NOTE:

• Further undermines accuracy of League-supplied fiscal impact.
• There’s no allowance in bill for separately stated charges for downloading from a service like
Hulu, Netflix, or Spotify.
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FOR IMMEDIATE RELEASE
March 22, 2018

MEDIA CONTACT:
Ken Strobeck, Executive Director
602-258-5786
kstrobeck@azleague.org

DEBATE OVER DIGITAL GOODS TAXATION: LET’S STICK TO THE FACTS
PHOENIX – The League of Arizona Cities and Towns strives to provide thoughtful analysis, data
and the best available information to lawmakers as they debate important policy issues.
We have done this on SB 1392, digital goods and services and its companion, HB 2479. When
you are willing to put your methodology and the resulting data on display during these
legislative deliberations, you expect alternative perspectives, questions or even disagreement.
That adds to the understanding of the impacts of the policy that is being discussed.
But, that is not what has happened with the data we assembled on these bills. Instead of trying
to add clarity to the impact of these bills so that legislators will better understand the
implications of their vote, business organizations and think tanks have resorted to name calling
and personal attacks on the League.
When these bills were first described, legislators were told that they were revenue neutral. The
next explanation was that there might be a revenue impact but there was no way to quantify it.
When we attempted to use the data we had available to do just that, the League’s fiscal
analysis is attacked with excessive hyperbole. The latest iteration is that, even if we are
exempting goods that are currently taxed, the state is risking legal challenges that will be more
costly. Without determining the true costs of this bill, how can we make that determination?
We welcome the Joint Legislative Budget Committee’s fiscal note and any other entity’s analysis
of these bills. Receiving goods via the internet or even through mechanisms that we have not
even imagined yet is the wave of the future. All of Arizona and every community within it stand
to lose a great deal if we get this issue wrong.
###

Should some home businesses have few
restrictions? Lawmakers revive proposal
Ryan Randazzo, The Republic | azcentral.com

Published 6:00 a.m. MT April 3, 2018

Lawmakers have revived an effort to allow home businesses to
operate without special permission from cities and towns if they
are not causing a disturbance to neighbors.
The bill prevents municipalities from requiring licensing for
home businesses or from regulating what goes on inside the
home, so long as it is otherwise legal.

(Photo: Getty Images/iStockphoto)

The measure is backed by the conservative Goldwater
Institute, Americans for Prosperity and the Free Enterprise
club. Some cities oppose the measure because it would
limit their ability to regulate businesses when neighbors
complain.

While a previous bill addressing "no impact" home-based businesses failed, Rep. Jeff Weninger, RChandler, revived his effort last week. The proposal, which is now Senate Bill 1387, passed a
legislative committeeWednesday.
Changes to the proposal have satisfied some cities who previously opposed it.
It needs full votes from the House and Senate to move on to the governor.
Weninger said in some cases business owners closed shop because cities requested unreasonable
things, such as building parking facilities for a few employees.
"To me, this bill is about opportunity," Weninger told lawmakers.

What the bill would do
The bill prevents municipalities from prohibiting "no-impact home-based" businesses or requiring
permits, licenses or other permission to run a business from home. Such operations are allowed if:
•
•
•
•

Employees are residents of the home or immediate family.
There are no more than three workers who are not residents of the home.
The business doesn't create on-street parking or a "substantial" increase in traffic.
Business takes place inside the home.

Under the bill, municipalities may regulate:
•
•

Fire and building codes, health and sanitation, noise control, traffic and hazardous waste.
Illegal drugs, liquor, pornography, obscenity, nude dancing and sober-living homes.

The bill also prevents municipalities from forcing homeowners from rezoning, installing fire sprinklers
or applying for a license.
The idea was championed by Chandler resident Kim O’Neil, who told regulators in February she was
forced by the city to shut down a medical billing practice she ran out of her mother’s home. Her
father, who died in 2015, launched the company about 20 years ago.

O’Neil had three employees working in the home so she could both care for her mother and earn a
living.
In 2016, Chandler sent her a notification that she was operating illegally and would need a permit,
she said. Because she had no signs, no customers visiting, and the workers all parked in the
driveway, she thought the city would grant it.
But Chandler would not permit the workers on site. O’Neil directed them to work from their own
homes, but the city still took issue with the occasional visits by the workers to pick up paperwork.
She said the city wanted her to build a parking facility, requested architectural drawings of the home
and required her to get approval from all nine neighbors within 600 feet of her home to continue the
business.
Instead, she closed it.
Weninger said that changes in the language since the issue was included in a House bill have
satisfied Chandler, along with Gilbert, Queen Creek and Mesa. Those municipalities initially opposed
the proposal, but are now neutral on the bill.

'Bad neighbors' a cause for concern
But Patrice Kraus, lobbyist for the League of Arizona Cities and Towns, said there are still concerns
with the bill, and that some of those cities are largely covered by homeowners associations, which
can continue to regulate a variety of concerns from neighbors.
"If you've ever had a bad neighbor, you know how difficult it is to get the city to get them to comply,"
Kraus said. "It is very difficult to deal with these parking, traffic, noise issues."
She said the bill is not needed because thousands of home businesses are operating worry free in
the state without such protections, and cities usually only get involved when neighbors have serious
issues with the business operations.
"We feel the local level is the appropriate level for dealing with these issues," she said.
Tom Dorn, who lobbies for the city of Phoenix and the Arizona Planning Association, said the bill is
problematic because homeowners have a contract with municipalities stipulating their property lies in
a residential zone, not a commercial area.
Allowing businesses to operate in a residential zone thus violates that agreement between
homeowners and municipalities, Dorn said.
Phoenix resident Larisa Balderrama told lawmakers last week that home businesses can attract
enough customers to threaten neighborhood safety.
"As a Block Watch captain, I can tell you the transient nature of cars and customers will make it
impossible for me to have an effective block watch since neighbors will never know who belongs
there on their street, or who is suspicious."
But Christina Sandefur, executive vice president at the conservative Goldwater Institute, said the bill
will relieve municipalities of the need to regulate home businesses.
"What we have not is a hodge-podge situation,"Sandefur said, adding that local control by
municipalities "should not be used as a tool against people's rights.”

PROVISIONS OF

HB 2502; PUBLIC SAFETY; TRAUMATIC EVENT COUNSELING:

1. Only for fire fighters and police officer, increases qualifying events for the purposes of employer-paid
visits to include:
 Responding to the drowning or near-drowning of a child
2. Expands the visits, allowing an additional 24 employer-paid visits (on top of the original 12) IF the
psychologist/psychiatrist believes additional visits are likely to improve the employee’s condition
3. The employer cannot require the employee to use sick vacation time during the period they taking a
mental health visit including travel to and from the visit (±2 hours per visit if visit occurs during regularly
scheduled work hours
4. If the psychologist/psychiatrist determines the employee is not fit for duty the employer must ensure
the employee has no loss of pay and benefits if ALL of the following apply:
a. The employee is unable to work light duty or the employer doesn’t offer light duty
 If the employer offers light duty the employee must accept unless the
psychologist/psychiatrist determines they cannot work at all
 If the employer offers but the employee refuses light duty the employer does not have
to ensure a continuation of pay and benefits
b. The employee has exhausted all sick, vacation, or other leave provided as part of the employer’s
benefit package
c. The employer offers and the employee elects short-term disability benefits but the employee is
ineligible for the short-term disability benefits
 Some short-term disability programs require a 30-day or 60-day waiting period from the
date of injury; the employee must elect short-term disability benefits if the employer is
to be required to ensure no loss of pay and benefits
 If short-term disability was an offered election and the employee does not elect shortterm disability benefits and has exhausted all the criteria in bullet 4 the employer is not
required to ensure pay of salary and benefits
d. The employer does not offer a supplemental benefits program in the case of injury
i. During a survey it was identified that some employers have Sick and Industrial Leave or
an Extended Illness Bank
e. IF ALL OF THE PRECEDING OPTIONS ARE EXHAUSTED THE EMPLOYER SHALL ENSURE THAT PAY
AND BENEFITS CONTINUE FOR THE EMPLOYEE FOR NO LONGER THAN 30 DAYS FROM THE
DATE THE PSYCHOLOGIST/PSYCHIATRIST DETERMINED THE EMPLOYEE WAS NOT FIT FOR
DUTY
5. The employer shall permit the employee to elect their own psychologist/psychiatrist
 Legislators encouraged this change; while some doctors may be outside your EAP, the League
decided to focus on credentialed doctors focused on treating trauma to ensure integrity of the
system and prompt return to full work status
6. The employer must ensure they are paying no less than the schedule of fees outlined from the Industrial
Commission for mental health visits
 Anecdotal evidence was provided, but never substantiated, that employers were procuring
unskilled professionals and only paying $60 a visit, thereby not allowing individuals to get
healthy quickly; preliminary numbers suggest the IC cost is around $100-150 per visit

7. The doctors MUST be a licensed psychologist or psychiatrist
 The idea behind this section is it is more cost effective for an employer if the employee receives
the best care up front, which would likely result in fewer visits and fewer cases where an
employee is unfit for duty or permanently disabled due to PTSD
8. The employer shall compile the following data and report it to ADOA by September 1 of each year, for
each category of employee (NOTE: There may be multiple ways, through payroll coding or other means
that the following information can be identified without directly identifying the specific employee. We
are also attempting to work through what, if any, of this information may be unobtainable):
a. The number of people who participated in the program
b. The average number of visits per person
c. The average number of months in the program
d. The average number of days the employee missed work
e. The total number of employees who participated in the program and subsequently filed for
workers’ compensation
 The number of employees approved and denied workers’ compensation
f. The percentage of employees who received more than 12 visits
g. The number of employees determined to be not fit for duty by a psychologist/psychiatrist
h. The total amount of missed work and what benefits were used to compensate the employee for
missed work

Although these may seem like dramatic changes for a program that was only instituted 18 months ago, of which
we agree, these changes are far smaller and less costly than the initial proposed changes that included:
1.
2.
3.
4.
5.
6.
7.
8.

PTSD presumption for workers’ comp
Tolling of a workers’ comp claim period
Unlimited number of mental health visits, up from 12
For an employee deemed unfit for duty, requirement the employer would pay 100% of the employee’s
salary and benefits indefinitely until the employee was determined fit for duty
Prohibition from the employer requiring the employee to use sick and vacation leave while the
employee was unfit for duty
Preclusion from the employer requiring an independent medical exam
Expansion of qualifying incidents to seemingly ANY traumatic event
Allowing the use of lesser-skilled or lesser-credentialed mental health professionals

All parties in this process agreed the intent of the program was to catch mental health issues before they
devolved into PTSD and to provide the best care possible to ensure these individuals could return to work and
their normal daily lives. Based on the above context we believe the provisions outlined starting on page 1
balance the mental health of the worker and the employer’s responsibility to the taxpayer, are reasonable and
should help achieve the mutual objective.
If you have any questions you can contact Nick Ponder at nponder@azleague.org

Why might Arizona car registration soon
cost more? Hint: Roads are crumbling
Dustin Gardiner, The Republic | azcentral.com
Published 6:00 a.m. MT March 5, 2018 | Updated 9:52 a.m. MT March 5, 2018

(Photo: Mohave County Public Works Department)

Arizona motorists could soon face a new $17 to $20 vehicle-registration fee as state lawmakers search for
money to repair crumbling roads and bridges.
A coalition of Republicans and Democrats are pushing legislation that would create a new highway safety
fee for motorists.
Ostensibly, the fee would pay for highway patrol operations. But, in a roundabout way, the fee is really
about paying for road construction and repairs.
Rep. Noel Campbell, R-Prescott, introduced the bill that would create a new vehicle registration fee
dedicated to funding highway patrol at the state Department of Public Safety.
"Nobody enjoys raising taxes, of course not," he said during a hearing on the plan. "But you know the
condition of the roads and bridges and infrastructure in this state."
The fee, estimated at about $18 for all types of vehicles, would bring in about $149 million per year to pay
for highway patrol costs, according to the Legislature's budget analysts.
For more than a decade, state leaders have taken funds intended for road repairs and instead used them
to pay for highway patrol. The maneuver helped the state balance its budget during and after the Great
Recession.

But the funding sweeps have come with consequences.
Cities, towns and counties have scaled back road construction and maintenance. According to the League
of Arizona Cities and Towns, more than $1.1 billion has been swept from road projects since 2001.
Now, Campbell and other lawmakers say that must stop as roads throughout the state are cracking and
falling apart.

Nearly half of Mohave County’s roads are due for replacement, said Public Works Director
Steve Latoski. (Photo: Mohave County Public Works Department)

Is the increase necessary?
Some conservative lawmakers are trying to stop the proposal, House Bill 2166, because they worry it gives
bureaucrats too much power to impose a new fee on drivers.
The state House of Representatives voted 35-24 to pass the measure Feb. 20. But the proposal now faces
its own rocky road in the state Senate, where a similar bill died last year.
“This could be construed as a $120 million tax to the people of Arizona," said Rep. Paul Mosley, R-Lake
Havasu City, an opponent of the fee. “I do have a problem giving a bureaucrat the power to raise our taxes
without going through us."
It's also unclear if Gov. Doug Ducey, a Republican who adamantly opposes tax hikes, would sign it. His
spokesman said he generally doesn't comment on legislation that isn't on his desk.
HB 2166 would earmark money from the fee for highway patrol operations. That gives the state a way to
pay for it without raiding the road construction and maintenance piggy bank known as the Arizona Highway
User Revenue Fund, or "HURF."
Currently, the state is using about $84 million from the highway fund to pay for DPS patrol operations,
according to legislative budget analysts.

Money in the fund comes from gas taxes, which the state hasn't increased since 1991, and vehicle-license
fees.
Under the bill, one person — the director of the Arizona Department of Transportation —would have
authority to set the fee amount every year, in an amount necessary to fully fund highway-patrol operations.
Drivers would pay the safety fee when they renew their vehicle-registration tags.
The bill also would eliminate the state's license tax break for new alternative-fuel vehicles over 10,000
pounds, starting in 2020. That would affect heavy trucks that run on natural gas.
A tax break for smaller alternative-fuel vehicles would be reduced starting the same year.
Campbell said scaling back tax breaks for alternative-fuel trucks would also bring in more money to help
fund road projects.

Arizona roads in 'terrible' shape
Advocates for cities and counties say funding cuts have left roads throughout the state in rough shape,
particularly in rural communities that have smaller tax bases than cities in the Phoenix metro area.
Some local governments have enacted tax increases to pay for road projects on their own as a result.
Others say they've put off maintenance work for many years.
Graham County Supervisor Jim Palmer said the loss of funds has caused his county to consider converting
some aging roads back to dirt. He worries that bad roads could hamper the state's economic growth.
“We’re not addressing the problem," Palmer said. "As the years go by, we’re going to start to see the roads
get worse and worse."
He said the problem isn't just swept funds: Cars get far better gas mileage today than in the past, so gastax revenues haven't kept pace with the wear-and-tear vehicles inflict on roads.
Ken Strobeck, executive director of the league of cities and towns, said while Gov. Doug Ducey has
restored about $30 million of the swept funds in the current fiscal year and proposes to do the same next
year, it hasn't been enough.
He said HB 2166 will permanently fund DPS, so the Legislature can use road and highway repair funds for
their intended purpose after decades of raiding it.
“You get outside of the Valley, roads are just deteriorating," Strobeck said.

FOR IMMEDIATE RELEASE
April 5, 2018
Media Contact:
Tom Martin
National League of Cities
(202) 626-3186 / martin@nlc.org

State Preemption of Local Authority Continues to Rise, According to New Data
from the National League of Cities
WASHINGTON — April 5, 2018 — Today the National League of Cities (NLC), in partnership with state
municipal leagues, released an update to its report, City Rights in an Era of Preemption, that reveals
state preemption of local authority is increasing throughout the country. From minimum wage to
municipal broadband, the report illuminates the worsening trend of infringements on local democracy.
“People who live in cities and towns want control over their own destinies,” said National League of
Cities (NLC) CEO and Executive Director Clarence E. Anthony. “When states take away the ability of
local leaders to make decisions, the values and will of the people are ignored.”
More than half of all states now ban local efforts to combat inequality through minimum wage policy,
while 23 states have denied local governments the power to enact paid sick leave policies. States have
shut down local LGBTQ anti-discrimination ordinances, undermined efforts to advance environmental
protection and stifled innovation by preventing cities from having a say on high-speed broadband.
NLC’s research analyzes state preemption bills and judicial activity in the areas of minimum wage, paid
leave, anti-discrimination, ride hailing, home sharing, municipal broadband, and tax and expenditure
limitations. Compared to last year, 19 new laws were passed that will prevent cities from helping their
communities across these 7 policy areas.
Additional states preempted local governments in the following ways:
• 12 percent increase in minimum wage preemption laws (3 additional states for a total of 28)
• 21 percent increase in paid leave preemption laws (4 additional states for a total of 23)
• 11 percent increase in ride sharing preemption laws (4 additional states for a total of 41)
• 67 percent increase in home sharing preemption laws (2 additional states for a total of 5)
• 18 percent increase in municipal broadband preemption laws (3 additional states for a total of
20)
Increased preemption has been linked to lobbying efforts by special interests, the spatial sorting of
political preferences between urban and rural areas, and single-party dominance in most state
governments. As preemption proliferates, local leaders are prevented from keeping people safe,
expanding rights, building stronger economies, and promoting innovation.
“When state laws nullify municipal ordinances or authority, the loss of local control can have farreaching economic and social impacts in communities,” said Brooks Rainwater, Senior Executive and

Director, NLC’s Center for City Solutions. “Local control and city rights are priority number one. We
know well that innovation happens in cities and then percolates upwards – this process should be
celebrated not stymied.”
Divorcing decision-making from the wants and needs of community members in this way creates an
environment that counters the values of local democracy. To ensure that the core values of community
members are heard and reflected in the policies and priorities of government, NLC launched the Local
Democracy Initiative, of which this report is a key component. NLC is also working to equip city leaders
with tools and strategies to prevent and reverse preemption through peer learning, evidence-based
research and policy development.
###
The National League of Cities (NLC) is dedicated to helping city leaders build better communities. NLC is
a resource and advocate for 19,000 cities, towns and villages, representing more than 218 million
Americans. http://www.nlc.org/
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Agenda Item #4

League Budget for 2018-2019

Summary:

The proposed budget for the League for the upcoming fiscal year, as
recommended by the Budget Subcommittee, is presented for your
review and approval. The budget also includes a one-time expenditure
from League reserve funds for the replacement of the HVAC system
pursuant to Paragraph 9 of the Property Corporation Lease.

Responsible Person:

Mayor Thomas Schoaf, Budget Subcommittee Chairman; Ken Strobeck

Attachments:

FY 2018-2019 Recommended Budget and Budget Narrative

Action Requested:

Approval

2018-2019 League Budget
PROPOSED

REVENUES
Affiliate Group Contracts
Annual Conference

Budget
FY 2018
136,950
395,000

Expected
FY 2018
136,950
445,195

Dues

2,046,956

2,044,236

4,000

26,379

Miscellaneous

10,000

Partnership Programs

72,900

Interest

Property Corporation - Mgmt Fee
Risk Pool
Seminars and Meetings
Special Assessment
TOTAL REVENUES
EXPENDITURES
Annual Conference

Benefits

--147,000
30,000
--$2,842,806

230,000

Over /
(Under)
0
50,195

2,057,441

0.5%

71.5%

22,379

25,000

525.0%

0.9%

11,422

1,422

11,000

10.0%

0.4%

66,945

(5,955)

67,500

-7.4%

--151,056
24,990
47,451
$2,954,624

247,548

558,000

481,713

Capital Outlay

20,000

Contingency

10,000

Equipment Rental & Maintenance
Executive Committee
Insurance
Postage & Shipping
PR & Communications

(2,720)

% of
PROPOSED
%
Total
Change Budget Notes
FY 2019
136,950
0.0%
4.8%
400,000
1.3%
13.9%

--4,056
(5,010)
--$64,367

17,548

--151,000
30,000
--$2,878,891

230,000

Includes publication sales & job
postings.
American Legal (~$6000),
APS Internship ($10000),
2.3% Utility Service Partners ($7500),
US Communities (~$19,000),
Valley Schools ($25,000)

2.7%
0.0%
--1.3%

5.2%
1.0%
---

0.0%

7.5%

(76,287)

550,000

-1.4%

19,787

(213)

20,000

0.0%

0

(10,000)

15,000
10,000
8,000
6,000

12,941
6,009
7,735
5,993

(2,059)
(3,991)
(265)
(7)

14,000
8,000
8,000
6,000

-6.7%
-20.0%
0.0%
0.0%

46,000

55,800

9,800

74,000

60.9%

No change to formula; calculated
using 2016 census estimates

Includes full staff with benefits.
Estimate 12% increase to UHC
18.0% premiums (eff. 10/2018). Estimate
3% increase to dental premiums
(eff. 5/2018).

0.7%
Remove: not necessary; never
used

--0.5%
0.3%
0.3%
0.2%

Includes Marson Media ($36,000);

2.4% Ideas Collide ($20,000); website
update ($18,000)

Printing
Professional Services
Accounting
Contract Lobbying & Consulting
Legal

Prop Corp - Building Improvement Fund
Rent
Salaries
Seminars and Meetings
Subscriptions and Dues
Supplies / Office Expenses
Telecommunications
Travel

10,000

8,935

(1,065)

10,000

0.0%

165,000

128,420

(36,580)

183,000

45,000

44,420

(580)

48,000

10.9%
6.7%

100,000

83,000

(17,000)

100,000

0.0%

20,000

1,000

(19,000)

35,000

75.0%

1.1%

---

10,000

---

0.3%

0

105,000

0.0%

3.4%

---

---

105,000

105,000

1,490,000

1,425,207

(64,793)

1,450,000

-2.7%

48,000
62,000
38,000
30,000
25,000

49,277
60,967
37,108
27,207
22,263

1,277
(1,033)
(892)
(2,793)
(2,737)

48,000
62,000
38,000
30,000
25,000

0.0%
0.0%
0.0%
0.0%
0.0%

Reserve Fund Expenditure
TOTAL EXPENDITURES
Revenues Over (Under) Expenditures
Beginning Fund Balance
Ending Fund Balance

$2,701,910
$252,714
$2,097,790
$2,350,504

($174,090)
$238,457

$3,051,000
($172,109)
$2,350,504
$2,178,395

Includes directory, MPS, calendar
& legis poster

6.0%
1.6% Includes audit & accountants
3.3% Includes Ballard Spahr ($96,000)
Savings for building repairs /
improvements.

47.5% Full staff plus 3% salary increases
1.6%
2.0%
1.2%
1.0%
0.8%
Board authorized expenditure for
the replacement of the HVAC
system pursuant to Paragraph 9 of
the Property Corporation Lease.

180,000
$2,876,000
($33,194)
$2,097,790
$2,064,596

0.3%

6.1%

2018-2019 League Budget Narrative
PROPOSED
Budget
FY 2018

REVENUES
Affiliate Group Contracts

Expected
FY 2018

136,950

136,950

Over /
(Under)

PROPOSED
FY 2019
0

136,950

%
Change
0.0%

% of Total
Budget
4.8%

The Arizona City/County Management Association ($68,750) , the Government Finance Officers Association of Arizona ($63,000) and the
Arizona Municipal Clerks Association ($5,200) contract with the League for staff services. The three associations currently pay $136,950 for
services including graphic design, website management, conference planning and membership management.

Annual Conference

395,000

445,195

50,195

400,000

1.3%

13.9%

Revenues from the Annual Conference are optimistically projected to total $395,000, but that number is highly variable depending on
sponsorships and attendance. Conference revenue is intended to cover all conference expenses, except staff salaries, plus provide
approximately $170,000 in net revenue to the League to support other programs throughout the year. Sponsorships play a very important
role in conference revenue and we will continue to pursue existing and new companies to assure that our sponsorship revenues will remain
strong. Conference registration fees and sponsorships are the second-largest source of revenue for ongoing League operations.

Dues

2,046,956

2,044,236

(2,720)

2,057,441

0.5%

71.5%

The current dues formula is a $4,160 base fee plus a varying per capita rate ranging from $.49 to $.52 depending on population. Cities over
200,000 population pay on a capped dues formula.

Interest

4,000

26,379

22,379

25,000

525.0%

0.9%

Through investment accounts, the League earns interest income on our unexpended fund balances. The bulk of the funds are invested with
the State Treasurer's Local Government Investment Pool.

Miscellaneous

10,000

11,422

1,422

11,000

10.0%

0.4%

72,900

66,945

(5,955)

67,500

-7.4%

2.3%

This item includes publication sales and job postings.

Partnership Programs

Any revenue realized from League partnership programs is included in this line item. Current programs included in this item are: American
Legal, APS Internship, Utility Service Partners, US Communities and Valley Schools.

Property Corporation - Mgmt Fee

---

---

---

---

In past years, the Property Corporation has reimbursed the League for management services for the building. However, with the aging
facility requiring more maintenance, and the lack of available funds in the Property Corporation budget, the League will continue to waive the
fee.

Risk Pool

147,000

151,056

4,056

151,000

2.7%

5.2%

The League receives an annual fee from the Arizona Municipal Risk Retention Pool (AMRRP) for institutional value related to our
sponsorship, marketing, promotion, lobbying and other services for the insurance pool program. The Executive Director serves as a nonvoting member of the AMRRP Board.

Seminars and Meetings

30,000

24,990

(5,010)

30,000

0.0%

1.0%

The League offers a variety of classes and training program opportunities throughout the year, most at minimal or no cost. We also present
programs in conjunction with one of the affiliate groups such as the city managers or city clerks, or other government-related groups. Fees
are assessed to cover costs of training materials, mailings, refreshments, building space, etc.

Special Assessment

---

47,451

---

---

---

---

Revenue from members for the one-time voluntary assessment collected to pay legal fees to Perkins Coie in regards to the SB1487 lawsuit.

TOTAL REVENUES

$2,842,806

$2,954,624

$64,367

$2,878,891

1.3%

EXPENDITURES
Annual Conference

230,000

247,548

17,548

230,000

0.0%

7.5%

The amount budgeted for Conference expenses is $230,000. However, as with the revenue side, this is only an estimate because final
contracts for meal functions and other activities are not yet finalized. This amount includes direct costs only, primarily for the conference
hotel; staff time is not included in this figure. Revenue received from the Conference is expected to offset the entire amount of these
expenses.

Benefits

558,000

481,713

(76,287)

550,000

-1.4%

18.0%

Both the professional and clerical staff have pension coverage with the Arizona State Retirement System (ASRS) in addition to Social
Security. Employees are covered by group insurance for health under policies with United Healthcare, a dental plan through Delta Dental,
life insurance through the Guardian and long term disability insurance under ASRS. The League pays 100% of each employee’s costs and
80% of an employees' dependent health coverage. The League also offers two other options: a vision program and AFLAC insurance, both
options fully paid by employees. By League policy, staff is also provided with an opportunity to participate in a professional development
activity such as specialized training or conferences and higher education, upon the approval of the Executive Director. The following
expenditures are projected: ASRS - $166,000; Group Health - $217,000; Group Dental - $14,500; Life Insurance - $5,000; FICA - $111,000;
Worker's Compensation - $3,500; Other Miscellaneous - $23,000; Education/Professional Development - $10,000.

Capital Outlay

20,000

19,787

(213)

20,000

0.0%

0.7%

A total of $20,000 is budgeted in this category to keep up with the ongoing schedule of replacing computer equipment and operating
software.

Contingency (Remove for FY18-19)

10,000

0

(10,000)

15,000

12,941

(2,059)

-100.0%

0.0%

-6.7%

0.5%

Not necessary; never used.

Equipment Rental & Maintenance

14,000

This category includes the costs for equipment repair and maintenance agreements on office equipment such as the copiers and computers.

Executive Committee

10,000

6,009

(3,991)

8,000

-20.0%

0.3%

Members of the Executive Committee and subcommittees are reimbursed for expenses incurred in attending Executive Committee meetings
other than the meeting held during the Annual Conference and for special meetings or legislative matters. The League President can be
reimbursed for travel and registration costs for attendance at the two major conferences of the National League of Cities. This category also
includes the costs incurred for the luncheons in conjunction with the Executive Committee meetings.

Insurance

8,000

7,735

(265)

8,000

0.0%

0.3%

The League has consolidated all our liability and workers comp coverage through AMRRP, the League-sponsored municipal insurance pool.
This item includes insurance coverage for office contents, liability, data processing and employee bond.

Postage & Shipping

6,000

5,993

(7)

6,000

0.0%

0.2%

The largest costs for the year in the postage and shipping budget are for shipping of the Local Government Directory, Legislative Poster and
Annual Calendar.

PR & Communications

46,000

55,800

9,800

74,000

60.9%

2.4%

The League retains the services of a communications management firm to coordinate our messaging in response to legislative issues. The
League also retains the services of a communications marketing firm to create and implement aspects of the AZ Cities @ Work campaign as
well as provide web assistance and newsletter design and distribution.

Printing

10,000

8,935

(1,065)

10,000

0.0%

0.3%

The League prints as many publications as possible in-house. Copy costs for in-house work are included in their respective
lease/maintenance plans which are in the Equipment Rental and Maintenance budget item. Larger projects, such as the Local Government
Directory are competitively bid out to private printing firms. Budgeted printing projects for the next fiscal year include the Local Government
Directory, Policy Statement, Legislative Poster and Calendar.

Professional Services

165,000

128,420

(36,580)

183,000

10.9%

6.0%

Accounting
45,000
44,420
(580)
48,000
1.6%
Contract Lobbying & Consulting
100,000
83,000
(17,000)
100,000
3.3%
Legal
20,000
1,000
(19,000)
35,000
1.1%
This category principally includes services from outside vendors and consultants such as contract lobbying assistance, specialized expertise
on municipal elections and outside legal counsel. It also includes our annual audit by a certified public accounting firm, our monthly
accounting services which are handled by a contractual agreement with a private accounting firm, paycheck processing fees and contracting
fees for web hosting and maintenance.

Prop Corp - Building Improvement Fund

---

---

The League contributes $10,000 into a fund to save for future building improvements.

---

10,000

---

16.1%

Rent

105,000

105,000

0

105,000

0.0%

3.4%

The League building is owned by the League’s Property Corporation. In order to account for maintenance and utility costs, the League pays
rent to the Property Corporation. The rental cost for next year is $105,000, a rate of $19/sq. ft.

Salaries

1,490,000

1,425,207

(64,793)

1,450,000

-2.7%

47.5%

Staff salaries make up the largest expenditure line item of the League budget. Our fifteen staff positions include Executive Director, Deputy
Director, Legislative Director, Communications and Education Director, General Counsel, two Legislative Associates, a Member Services
Associate, Tax Policy Analyst, Pension Policy Analyst, Communication and Education Assistant, Office Manager, two clerical staff and a parttime Graphic Designer. We also hire interns for the legislative session and other special projects. Over time, our goal has been to have a
competitive compensation package compared to other similar public and private organizations in order to retain our talented and effective
League staff, while remaining sensitive to the fiscal condition of many of our member cities and towns. Maintaining staff stability helps with
continuity on many complex issues, provides greater value to our members and gives us the opportunity to develop credibility and positive
relationships with the legislators. The budgeted amount includes general salary increases of 3%.

Seminars and Meetings

48,000

49,277

1,277

48,000

0.0%

1.6%

This category includes all costs associated with our training seminars, workshops, luncheon meetings and special events. It also includes
charges for receptions at the NLC conferences for Arizona delegates.

Subscriptions and Dues

62,000

60,967

(1,033)

62,000

0.0%

2.0%

The bulk of this category is used to pay the League’s annual dues for membership in the National League of Cities. Other costs in this
category include our subscriptions to printed versions of legislative bills and amendments, legislative-related newsletters and background
sheets, our online legislative information tracking service and the update costs for the state statutes and legal resources housed in our
library.

Supplies / Office Expenses

38,000

37,108

(892)

38,000

0.0%

1.2%

This line item pays for general office supplies such as paper and toner for the printers, pens, pads, notebooks as well as mailing supplies. It
also includes other miscellaneous office expenses such as bankcard fees for processing credit card payments.

Telecommunications

30,000

27,207

(2,793)

30,000

0.0%

1.0%

This category includes usage charges for the regular phone service, cell phone charges, Internet service, and web hosting fees. This
category also includes charges for telephone conference services which are used extensively for legislative business and other kinds of
meetings.

Travel

25,000

22,263

(2,737)

25,000

0.0%

0.8%

As part of their job duties, League staff members travel to our member cities and towns for in-person visits and presentations as often as
reasonably possible. It is a priority for staff members to keep in touch with our members across the state in support of legislative efforts and
city assistance projects. Items in this category include rental vehicles as well as reimbursement for actual travel costs. This line item also
includes air travel and lodging for NLC conferences and special meeting activities such as various State League meetings and NLC related
metings.

180,000

Reserve Fund Expenditure

Board authorized expenditure by the League for the replacement of the HVAC system pursuant to Paragraph 9 of the Property Corporation
Lease.

TOTAL EXPENDITURES
Revenues Over (Under) Expenditures

$2,876,000
($33,194)

$2,701,910
$252,714

($174,090)
$238,457

$3,051,000
($172,109)

Beginning Fund Balance

$2,097,790

$2,097,790

$2,350,504

Ending Fund Balance

$2,064,596

$2,350,504

$2,178,395

6.1%

EXECUTIVE COMMITTEE MEETING
Friday, May 11, 2018

Agenda Item #5

2018 League Conference Update

Summary:

Preparations for the 2018 League Conference are well underway; a
group met in March to discuss ideas and establish the framework for the
Conference sessions. The Conference will be held August 21-24 at the
Phoenician Resort in Phoenix. The registration information will be sent
out to all cities and towns during the week of May 21.

Responsible Person:

Matt Lore, Communication & Education Director

Attachments:

List of Conference Sponsors to date
Corporate Sponsorship Brochure
List of Committee Chairs and members

2018 Annual Conference Sponsors
(As of April 27, 2018)
Organization
Arizona Pipe Trades UA Local 469
Arizona Public Service
SOLON
University of Arizona
Kairos Health Arizona, Inc.
Kasdan LippSmith Weber Turner LLP
Union Pacific Railroad
Brown & Associates
UnitedHealthcare
Aetna
American Medical Response
BNSF
CAP
CommVault
Cox Business
Midwestern University
RBC Capital Markets, LLC
T-Mobile
American Legal Publishing
AMRRP
BMO Harris Bank
H-PACT
National League of Cities Service Line Warranty Program
U.S. Communities

Level
Platinum
Platinum
Platinum
Platinum
Gold
Gold
Gold
Silver
Silver
Bronze
Bronze
Bronze
Bronze
Bronze
Bronze
Bronze
Bronze
Bronze
Endorsed
Endorsed
Endorsed
Endorsed
Endorsed
Endorsed

2018

LEAGUE ANNUAL CONFERENCE
Phoenix | August 21-24

CONFERENCE SPONSORSHIP
OPPORTUNITIES

Sponsor the 2018 League Annual Conference

The 2018 League Annual Conference will be held at the
Phoenician Resort in Phoenix, August 21-24. The Annual
Conference is the League’s signature event, a four-day
meeting bringing together more than 1,000 Arizona mayors,
councilmembers, appointed officials and guests. The Annual
Conference allows members and other municipal officials to
share experiences and discuss current local, regional and
national trends affecting their communities.

Sponsorship of the conference allows you to:
▪▪ Reach more than 1,000 elected officials and guests at one conference
▪▪ Increase visibility for your company
▪▪ Participate in conference events
▪▪ Develop and maintain contacts with elected officials and municipal staff
Your financial assistance through sponsorship of the conference permits the League of Arizona Cities and
Towns to keep expenses affordable for even the smallest Arizona municipalities. In addition, our range
of participation levels provides your organization with flexible opportunities to support important conference
events - along with optimum visibility and name recognition for your organization.

Levels of Sponsorship:
Platinum
Gold
$10,000
$8,000

Silver
$5,000

Bronze
$2,500

For detailed information on the sponsor levels and corresponding benefits, please see page 3.

Questions? Contact Samantha Womer at 602-258-5786
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Sponsor Benefits
PLATINUM
$10,000

GOLD
$8,000

SILVER
$5,000

BRONZE
$2,500

●

●

LOGO

LOGO

NAME ONLY

NAME ONLY

LOGO &
WEB LINK

LOGO &
WEB LINK

NAME &
WEB LINK

NAME ONLY

LOGO

LOGO

NAME ONLY

NAME ONLY

●
●
●
●
●

●
●

●

●

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

EXHIBIT SPACE
Table top exhibit in conference registration area for entire event

PUBLIC RECOGNITION OF SPONSORSHIP
Company name included on conference program, signage and app
Company name, logo and link included on conference section of
League website
Company name and logo included on special signage recognizing
sponsors at major conference events
Public recognition of sponsorship during Opening General Session
Company representative invited on stage during
Opening General Session
Company logo on conference bag
Opportunity to place one pre-approved promotional
item in conference bags
Ability to distribute pre-approved items to golfers
Opportunity to place program ad

ADDITIONAL
FEE

ADDITIONAL
FEE

Opportunity to sponsor conference break

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

Opportunity to sponsor the golf tournament

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

ADDITIONAL
FEE

●

●

●

●

LOGO &
WEB LINK

LOGO &
WEB LINK

NAME &
WEB LINK

NAME ONLY

Complimentary registrations to the conference

4

3

2

2

Complimentary golf registrations

4

2

1

4

3

2

Opportunity to meet and interact with city and town mayors
at special sponsor reception
Sponsor name and logo listed in conference mobile app

CONFERENCE REGISTRATIONS

ADDITIONAL BENEFITS
Complimentary copy(s) of the 2018 Local Government Directory
(additional copies available at 50% off regular price)

1

Questions? Contact Samantha Womer at 602-258-5786

3

Extra Sponsor Opportunities
Conference Bag Sponsor
(must be a sponsor at any level)

For an $800 contribution beyond your selected benefactor level, a
sponsor may send the League a pre-approved promotional item from
your company to be placed in the conference bags.

Golf Tournament Sponsor
(must be a sponsor at any level)

For an $800 contribution beyond your selected benefactor level, you will
receive a complimentary golf foursome, company logo on signage at
the tournament and the opportunity to distribute a company promotional
item to golfers.

Conference Break Sponsor
(must be a sponsor at any level)

For an $800 contribution beyond your selected benefactor level, you
may sponsor a conference morning break. Included in this sponsorship
opportunity is signage with your company’s logo in the coffee/break
area. (Please indicate which breakfast you would like to sponsor on the
reservation form.)

Ad in Final Conference Program
(must be a gold or platinum sponsor)

Platinum or gold sponsors also have the opportunity to place an
ad in the conference program.
▪▪ Back Cover. . . . . . . . . . $2,000
▪▪ Inside Front Cover. . . . $1,500
▪▪ Inside Back Cover. . . . $1,500
▪▪ Inside Full Page. . . . . . $1,000
▪▪ Inside Half Page . . . . . . . $750

2017
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The inside front cover, inside back cover and
the back cover are available on a first-come,
first-served basis.

Questions? Contact Samantha Womer at 602-258-5786
4

Preliminary Conference Agenda

Tuesday, August 21

▪▪ Golf Tournament (morning)
▪▪ League Resolutions Committee (afternoon)
▪▪ Sponsor Reception (evening)
▪▪ Welcome Reception (evening)

Wednesday, August 22
▪▪ Opening General Session (morning)
- Parade of Flags
- Sponsor Recognition
- Keynote
▪▪ Concurrent Sessions (afternoon)
▪▪ League Youth Program (all day)
▪▪ Dinner and Entertainment (evening)

Thursday, August 23

▪▪ Concurrent Sessions (all day)
▪▪ Spouse/Guest Program (all day)
▪▪ Governor, Service and Legislative Award Luncheon
▪▪ Annual Business Meeting (afternoon)
▪▪ Showcase of Cities and Towns (evening)

Friday, August 24
▪▪ Closing Sessions (morning)

A detailed agenda will be available when registration
opens in late May 2018. Once registration is open, the
agenda will be posted to the League’s homepage,
www.azleague.org.

Questions? Contact Samantha Womer at 602-258-5786
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Past Conference Sponsors

▪ ▪ Aetna
▪ ▪ Agenda Discover y, LLC
▪ ▪ Ameresco
▪ ▪ American Airlines
▪ ▪ American Legal Publishing
▪ ▪ AMRRP
▪ ▪ ARCADIS, U.S., Inc.
▪ ▪ Arizona Food Marketing Alliance
▪ ▪ Arizona Lotter y
▪ ▪ Arizona Metropolitan Trust
▪ ▪ Arizona Office of Tourism
▪ ▪ Arizona Public Ser vice
▪ ▪ Arizona State University - Office of Public
Affairs
▪ ▪ Arizona Transit Association
▪ ▪ AT&T
▪ ▪ ATN International
▪ ▪ Ballard Spahr LLP
▪ ▪ BMO Harris Bank
▪ ▪ Brown & Associates
▪ ▪ Central Arizona Project
▪ ▪ Centur yLink
▪ ▪ Charles Abbott Associates, Inc.
▪ ▪ Cigna
▪ ▪ CivicPlus
▪ ▪ Climatec
▪ ▪ Comcast
▪ ▪ Cox Business
▪ ▪ EPCOR
▪ ▪ Gammage & Burnham
▪ ▪ Gust Rosenfeld P.L.C.
▪ ▪ Harris ERP
▪ ▪ HighGround, Inc.
▪ ▪ H-PACT
▪ ▪ Kairos Health Arizona
▪ ▪ Kiewit Infrastructure West Co.

▪ ▪ Kutak Rock LLP
▪ ▪ LECET Southwest
▪ ▪ McKinstr y
▪ ▪ Molera Alvarez l A Government & Public
Affairs Firm
▪ ▪ Mountain States Employers Council
▪ ▪ National Bank of Arizona
▪ ▪ National League of Cities Ser vice Line
Warranty Program
▪ ▪ PFM Asset Management LLC
▪ ▪ Public Trust Advisors, LLC
▪ ▪ RBC Capital Markets
▪ ▪ Redflex Traffic Systems, Inc.
▪ ▪ Republic Ser vices
▪ ▪ Resolution Copper
▪ ▪ Salt River Project
▪ ▪ Siemens
▪ ▪ Solar City
▪ ▪ Southwest Gas Corporation
▪ ▪ SRP
▪ ▪ Stifel
▪ ▪ The Nature Conser vancy in Arizona
▪ ▪ The University of Arizona
▪ ▪ TimeClock Plus
▪ ▪ T-Mobile USA
▪ ▪ Total Transit
▪ ▪ Tucson Electric Power Company /
UniSource Energy Ser vices
▪ ▪ U.S. Communities
▪ ▪ Union Pacific
▪ ▪ Waste Management
▪ ▪ West Safety Ser vices
▪ ▪ World Wide Technology and EMC

Questions? Contact Samantha Womer at 602-258-5786

Sponsor Reservation Form
Please Select a Sponsorship Level:
Platinum . . . . . . . . . . . . . .$10,000
	Gold . . . . . . . . . . . . . . . . $8,000
Silver . . . . . . . . . . . . . . . .$5,000
Bronze . . . . . . . . . . . . . . $2,500

Conference Program Ad:
(Platinum and gold sponsors only)

Back Cover . . . . . . . . . . .$2,000
Inside Front Cover. . . . . . .$1,500
Inside Back Cover . . . . . . $1,500
Inside Full Page . . . . . . . .$1,000
Inside Half Page . . . . . . . $750

Extra Benefactor Opportunities:
(Must be a sponsor to participate)

Conference Bag . . . . . . . . $800
	Golf Sponsor . . . . . . . . . . $800
	Morning Break Sponsor. . . $800
		

The Conference Program inside cover and the back
cover are on a first-come, first-served basis.

Please mark your preference:

			

Wednesday Morning

			Thursday Morning

Company Name
Contact Name
Contact Title
Address
City						State				Zip
Phone					

Email

If you choose to pay via credit card, there will be an automatic 5%
fee included in addition to the sponsorship amount. Please contact
Samantha Womer at swomer@azleague.org for a credit card form.
Please return by email, mail or fax, along with your check, by May 25, 2018 to:
League of Arizona Cities and Towns
1820 West Washington Street
Phoenix, Arizona 85007
Fax: 602-253-3874
sponsors@azleague.org

THE LEAGUE OF ARIZONA CITIES AND TOWNS
OFFICERS AND EXECUTIVE COMMITTEE MEMBERS

TERMS EXPIRE 2018

TERMS EXPIRE 2019

President: Jay Tibshraeny, Mayor, Chandler
Vice President: Mark Nexsen, Mayor, Lake Havasu City
Treasurer: Christian Price, Mayor, Maricopa

Lana Mook, Mayor, El Mirage
Georgia Lord, Mayor, Goodyear
Thomas L. Schoaf, Mayor, Litchfield Park
Ed Honea, Mayor, Marana
John Giles, Mayor, Mesa
Satish Hiremath, Mayor, Oro Valley
Cathy Carlat, Mayor, Peoria
Daniel Valenzuela, Councilmember, Phoenix
Gail Barney, Mayor, Queen Creek
Bob Rivera, Mayor, Thatcher
Rick Mueller, Mayor, Sierra Vista

Doug Von Gausig, Mayor, Clarkdale
Coral Evans, Mayor, Flagstaff
Linda Kavanagh, Mayor, Fountain Hills
Jenn Daniels, Mayor, Gilbert
Jerry Weiers, Mayor, Glendale
W. J. “Jim” Lane, Mayor, Scottsdale
Daryl Seymore, Mayor, Show Low
Sharon Wolcott, Mayor, Surprise
Mark Mitchell, Mayor, Tempe
Jonathan Rothschild, Mayor, Tucson
Douglas Nicholls, Mayor, Yuma

2018 RESOLUTIONS COMMITTEE CHAIR
John Giles, Mayor, Mesa

2018 NOMINATING COMMITTEE
Ed Honea, Mayor, Marana –CHAIR
Lana Mook, Mayor, El Mirage
Georgia Lord, Mayor, Goodyear
Gail Barney, Mayor, Queen Creek
Bob Rivera, Mayor, Thatcher

EXECUTIVE COMMITTEE MEETING
Friday, May 11, 2018

Agenda Item #6

Report on Incorporation Presentations

Summary:

Have you ever wondered how new cities and towns get started in
Arizona? Most frequently, when local citizen groups consider municipal
incorporation, the first phone call they make is to the League. In a
typical year, League staff will make 3-5 on-site presentations to groups
interested in the incorporation process. The League is the only
organization that makes these kinds of presentations. Most often the
incorporation effort fails at some step along the way, but in many places,
the germ of an idea is planted that someday may result in a new city or
town. This agenda item is intended to make you aware of this littleknown League service.

Responsible Person:

Deputy Director Tom Belshe

Attachments:

Municipal Incorporation in Arizona Presentation
List of Incorporated Cities & Towns

How the League Staff is
Involved in the
Incorporation Process
Tom Belshe
Deputy Director
League of Arizona Cities and Towns

1

How Does An Incorporation
Movement Start?
• The League made a decision some time ago to
provide accurate information about the
incorporation process and shared revenue to the
public because no state agency or other
organization had taken on the responsibility.
• Because of the accurate and unbiased nature of
our information, we receive referrals of interested
parties, mostly proponents, asking questions
related to incorporation.

How Does An Incorporation
Movement Start?
• League staff will answer their initial questions
and ask them to read our publication.
• The next step is being invited to address a larger
group of proponents and eventually a public
meeting that invites the community to participate.

2

What information is Included
in the Public Meeting?
• At the public meeting, the will cover the following
general topics:
Prerequisites to Incorporation
Methods of Incorporation
New City/Town Responsibilities
Revenues Available
 Pros and Cons

Prerequisites
•
•
•
•

At least 1,500 people, 3,000 for a city
Be a “community” (proximity and services)
No large tracts of uninhabited land.
3 and 6 mile rule

3

Methods of Incorporation
• Petition without Election
– 2/3 of registered voters sign petition
– County Board of Supervisors order

• Petition with Election
– 10% of registered voters sign petition
– Election called, 51% of voters must approve
– County Board of Supervisors order
• County Board of Supervisors picks first council

City Responsibilities
• New Responsibilities
– Police, Roads & Administration

• Police will be at least 40% of GF Budget
• Roads maintained same as county level
• Admin includes attorney, clerk, liability
insurance

4

Revenues Available
• Virtually no federal revenue – CDBG grant
• Shared Revenues
– Urban Revenue Sharing, Sales Tax, HURF, VLT
– Distributed based on population

•
•
•
•
•

Local Sales Tax
Property Tax (Last 12 Incorporations – none)
Franchise Fees
Fines & Forfeitures
Development Impact Fees

Pros
•
•
•
•
•

More self determination
Greater ability to establish desired service level
Shared Revenue
Planning for and dealing with growth
Better representation with courts, state and
federal government

5

Cons
• Another unnecessary level of government
• Paying more in sales tax
• May not be sufficient sales tax base to pay for
services
• Rural character may be lost

Most Asked Questions and
Interesting Experiences
• Will my taxes go up?
• Will my current land use continue?
• Does the League benefit financially from
encouraging this incorporation?
• Interesting Experiences
 Sahuarita
 Golden Valley
 Tusayan

6

After Incorporation
• League assists communities with start-up
–
–
–
–

Necessary ordinances
Sales Tax
Staffing
Budgeting

Incorporation Presentations
•
•
•
•
•
•
•
•
•
•
•

San Tan Valley (3)
Arizona City
Concho
Vail (2)
Corona de Tucson
Williamson Valley
Yuma Foothills
Rio Rico (2)
Oak Creek
Seligman
Tanque Verde

•
•
•
•
•
•
•
•
•
•
•

Cordes Lakes
Tubac
Tonopah
Littlefield
Heber-Overgaard
Golden Valley
Ahwatukee
Sun City
Sun Lakes
Green Valley
Oracle

7

Questions?

8

List of Incorporated Cities & Towns in Arizona and Year of Incorporation
Tusayan
2010
Eloy
1949
Star Valley
2005
Winkelman
1949
Dewey-Humboldt
2004
Eagar
1948
Maricopa
2003
Parker
1948
Sahuarita
1994
Patagonia
1948
Fountain Hills
1989
Snowflake
1948
Quartzsite
1989
Springerville
1948
Queen Creek
1989
Avondale
1946
Sedona
1988
Goodyear
1946
Litchfield Park
1987
St. Johns
1946
Camp Verde
1986
Coolidge
1945
Cave Creek
1986
South Tucson
1940
Colorado City
1985
Duncan
1938
Bullhead City
1984
Buckeye
1929
Carefree
1984
Tolleson
1929
Pinetop-Lakeside
1984
Benson
1924
San Luis
1979
Chandler
1920
Apache Junction
1978
Gilbert
1920
Lake Havasu City
1978
Miami
1918
Prescott Valley
1978
Somerton
1918
Marana
1977
Holbrook
1917
Superior
1976
Pima
1916
Guadalupe
1975
Casa Grande
1915
Page
1975
Willcox
1915
Oro Valley
1974
Yuma
1914
Payson
1973
Glendale
1910
Chino Valley
1970
Clifton
1909
Wellton
1970
Wickenburg
1909
Taylor
1966
Globe
1907
Gila Bend
1962
Douglas
1905
Paradise Valley
1961
Bisbee
1902
Cottonwood
1960
Safford
1901
Surprise
1960
Williams
1901
Youngtown
1960
Florence
1900
Kearny
1959
Winslow
1900
Huachuca City
1958
Jerome
1899
Mammoth
1958
Thatcher
1899
Clarkdale
1957
Flagstaff
1894
Fredonia
1956
Tempe
1894
Hayden
1956
Nogales
1893
Sierra Vista
1956
Mesa
1883
Peoria
1954
Prescott
1883
Show Low
1953
Phoenix
1881
Kingman
1952
Tombstone
1881
El Mirage
1951
Tucson
1877
Scottsdale
1951

PROPERTY CORPORATION MEETING
Friday, May 11, 2018

Agenda Item #7

Review and Adoption of Minutes of League Property Corporation

Summary:

Minutes of the previous meeting are enclosed for your review and
approval.

Responsible Person:

President Jay Tibshraeny

Attachment:

May 12, 2017 Minutes

Action Requested:

Approval

MINUTES
PROPERTY CORPORATION OF ARIZONA CITIES AND TOWNS
BOARD MEETING
Friday, May 12, 2017 at 10:00 a.m.
League of Arizona Cities and Towns
1820 W. Washington St.
Phoenix, Arizona

MEMBERS
President
Jay Tibshraeny, Mayor, Chandler
Vice President
Mark Nexsen, Mayor, Lake Havasu City
Treasurer
Christian Price, Mayor, Maricopa
Doug Von Gausig, Mayor, Clarkdale*
Lana Mook, Mayor, El Mirage
Linda Kavanagh, Mayor, Fountain Hills*
Jenn Daniels, Mayor, Gilbert
Jerry Weiers, Mayor, Glendale
Georgia Lord, Mayor, Goodyear*
Thomas L. Schoaf, Mayor, Litchfield Park

Ed Honea, Mayor, Marana
John Giles, Mayor, Mesa
Cathy Carlat, Mayor, Peoria*
Daniel Valenzuela, Councilmember,
Phoenix
Harry Oberg, Mayor, Prescott
Harvey Skoog, Mayor, Prescott Valley*
W.J. "Jim" Lane, Mayor, Scottsdale
Daryl Seymore, Mayor, Show Low
Rick Mueller, Mayor, Sierra Vista
Sharon Wolcott, Mayor, Surprise
Mark Mitchell, Mayor, Tempe*
Bob Rivera, Mayor, Thatcher
Jonathan Rothschild, Mayor, Tucson
Douglas Nicholls, Mayor, Yuma

*Not in Attendance
+ Attended via phone

League President Jay Tibshraeny called the meeting to order at 10:34 a.m.

1. REVIEW AND ADOPTION OF MINUTES OF LEAGUE PROPERTY
CORPORATION
Mayor Thomas Schoaf moved to approve minutes of the May 12, 2016 League Property
Corporation meeting; Mayor Jonathan Rothschild seconded the motion and it carried
unanimously.

2. PROPERTY CORPORATION BUDGET FOR 2017-2018
Mayor Thomas Schoaf moved to approve the FY18 budget as recommended by the Budget
Subcommittee; Councilmember Daniel Valenzuela seconded the motion and it carried
unanimously.

3. ANNUAL ELECTION OF OFFICERS
Mayor Jerry Weiers moved to elect the League Executive Committee as officers and board of
directors for the Property Corporation; Mayor Jonathan Rothschild seconded the motion and it
carried unanimously.
Seeing no further business, President Jay Tibshraeny adjourned the Property Corporation
Meeting at 10:37 a.m.
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Agenda Item #8

Property Corporation Budget for 2018-2019

Summary:

The proposed budget for the Property Corporation for the upcoming
fiscal year, as recommended by the Budget Subcommittee, is presented
for your review and approval. It is identical to the tentative budget
presented at the February meeting.

Responsible Person:

Mayor Thomas Schoaf, Budget Subcommittee Chairman; Ken Strobeck

Attachment:

FY 2018-2019 Recommended Budget and Budget Narrative

Action Requested:

Approval

2018-2019 Property Corporation Budget
PROPOSED
REVENUES
Rental Income

Budget
FY 2018
119,400

Over /
(Under)

119,400

0

119,400 LACT: $105,000; Press: $14,400

---

10,000

37

(13)

50

1,500

1,437

(63)

120,950

120,874

(76)

7,200
21,000
5,500
35,000
6,250
12,000
34,000

7,370
17,158
5,363
35,057
4,576
11,868
34,100

170
(3,842)
(137)
57
(1,674)
(132)
100

120,950

115,492

(5,458)

119,900

$0

$5,382

$5,382

$11,050

Beginning Fund Balance

$78,390

$78,390

Ending Fund Balance

$78,390

$83,772

Interest
Miscellaneous
TOTAL REVENUES

EXPENDITURES
Accounting and Auditing
Capital Outlay
Insurance
Maintenance Services/Agreements
Operating Expenses
Repairs and Maintenance
Utilities
TOTAL EXPENDITURES

Revenues Over (Under) Expenditures

---

PROPOSED
FY 2019

50

Building Improvement Fund

---

Expected
FY 2018

1,500 AGC's 1/2 share of dumpster cost
130,950

7,400 $4620 accountants; $2750 audit
21,000
5,500
35,000
5,000 closed off site storage ($200/mo)
12,000
34,000

$83,772
$5,382

$94,822

PROPERTY CORPORATION FISCAL YEAR 2018-2019
REVENUES
RENTAL INCOME: Revenue from rental of space in the League Building by the League and other tenants is expected to be:
League of Arizona Cities and Towns ($19/sq ft/yr)
$105,000
Rural Transportation Liaison (Room 104)
2,400
The Arizona Republic (Room 106)
6,000
Associated Press (2 desks @ $100 ea/mo)
2,400
Arizona News Radio (2 desks @ $100 ea/mo)
2,400
Capitol Media Services (1 desk @ $100 ea/mo)
1,200
Total $119,400
BUILDING IMPROVEMENT FUND: The League contributes $10,000 into a fund to save for future building improvements
such as the replacement of HVAC units.
INTEREST: The Property Corporation’s funds are invested in a high balance savings account. A total of $50 is budgeted for
interest earnings for next year.
MISCELLANEOUS: This category includes fees from Associated General Contractors for our shared refuse container and
other miscellaneous revenues for a total of $1,500.
TOTAL REVENUES

$130,950

EXPENDITURES
ACCOUNTING AND AUDITING: A total of $7,400 is budgeted for the CPA audit of Property Corporation accounts and for
monthly accounting services and preparation of audit work papers.
CAPITAL OUTLAY: We will continue to make necessary repairs and improvements to the building. A total of $21,000 is
budgeted for this year.
INSURANCE: This item includes building, flood and liability insurance. The total amount budgeted is $5,500.
MAINTENANCE SERVICES/AGREEMENTS: This category includes janitorial services, lawn service and refuse collection
plus maintenance agreements for the elevator, air conditioning, parking lot sweeping and pest control for a total of $35,000.
MANAGEMENT SERVICES: The Property Corporation has historically reimbursed the League for the staff time spent in
administration and operation of the building. With the lean times of the Property Corporation in the early 2000's, that
transfer of $40,000 annually was discontinued. The management services fee was reinstated in 2003 for a total of $5,000,
increasing to $20,000 in 2004 and to $30,000 in 2005. However, the Property Corporation is again faced with lean times
and therefore this fee will again be discontinued.
OPERATING EXPENSES: Items in this account include paper goods, soap, light bulbs, air conditioning filters and cleaning
supplies not furnished by the janitor. It also includes corporation fees, business license fees and other annual operating
costs. The total amount budgeted is $5,000.
REPAIRS AND MAINTENANCE: This budget item provides for the repair and maintenance of the heating and air
conditioning system not covered by the maintenance agreement, appliances, plumbing fixtures, the roof, the sprinkler system
and other miscellaneous repairs. A total of $12,000 is budgeted.
UTILITIES: The budgeted amount for all utilities is $34,000.
TOTAL EXPENDITURES

$119,900

PROPERTY CORPORATION MEETING
Friday, May 11, 2018

Agenda Item #9

Annual Election of Officers

Summary:

The election of officers and the board of directors for the Property
Corporation is required annually according to the bylaws.

Responsible Person:

President Jay Tibshraeny

Action Requested:

Approval

Additional Informational Materials
Not Part of the Agenda
League Budget Report
Property Corporation Budget Report
Article – Who should hire police, fire chiefs in El Mirage?
Article – Opinion: Let’s unpack the debate of local control, it deserves scrutiny

League of Arizona Cities & Towns
FY 2017-2018 Budget vs. Actual
July 2017 through March 2018
Jul '17 - Mar ...
Ordinary Income/Expense
Income
4000 · Affiliate Group Contribution
4005 · Annual Conference
4010 · Dues
4020 · Miscellaneous
4030 · Risk Pool
4035 · Seminars & Meetings
4016 · Partnership Programs
4040 · Interest Income
4050 · Special Assessment

Budget

$ Over Budget

% of Budget

91,300.00
445,195.32
2,044,236.00
15,818.74
113,292.33
11,190.00
17,520.02
27,279.93
55,893.00

136,950.00
395,000.00
2,046,956.00
10,000.00
147,000.00
30,000.00
72,900.00
4,000.00
0.00

-45,650.00
50,195.32
-2,720.00
5,818.74
-33,707.67
-18,810.00
-55,379.98
23,279.93
55,893.00

66.7%
112.7%
99.9%
158.2%
77.1%
37.3%
24.0%
682.0%
100.0%

Total Income

2,846,725.34

2,842,806.00

3,919.34

100.1%

Expense
5005 · Annual Conference (Expense)
5010 · Benefits
5015 · Capital Outlay
5025 · Contingency
5030 · Equipment Rental & Mainten...
5035 · Executive Committee
5050 · Insurance
5055 · Postage & Shipping
5057 · PR & Communications
5060 · Printing
5065 · Professional Services
5070 · Rent
5071 · Salaries
5075 · Seminars and Meetings
5085 · Subscriptions & Dues
5090 · Supplies
5095 · Telecommunications
5100 · Travel

247,547.76
386,327.85
0.00
0.00
5,492.50
2,940.93
3,918.00
6,065.39
41,147.50
10,942.26
96,598.77
78,750.00
1,077,845.92
26,446.84
56,636.40
28,581.59
18,116.03
14,519.34

230,000.00
558,000.00
20,000.00
10,000.00
15,000.00
10,000.00
8,000.00
6,000.00
46,000.00
10,000.00
165,000.00
105,000.00
1,490,000.00
48,000.00
62,000.00
38,000.00
30,000.00
25,000.00

17,547.76
-171,672.15
-20,000.00
-10,000.00
-9,507.50
-7,059.07
-4,082.00
65.39
-4,852.50
942.26
-68,401.23
-26,250.00
-412,154.08
-21,553.16
-5,363.60
-9,418.41
-11,883.97
-10,480.66

107.6%
69.2%
0.0%
0.0%
36.6%
29.4%
49.0%
101.1%
89.5%
109.4%
58.5%
75.0%
72.3%
55.1%
91.3%
75.2%
60.4%
58.1%

Total Expense

2,101,877.08

2,876,000.00

-774,122.92

73.1%

744,848.26

-33,194.00

778,042.26

-2,243.9%

744,848.26

-33,194.00

778,042.26

-2,243.9%

Net Ordinary Income
Net Income

Property Corporation

FY 2016-2017 Budget vs. Actual
July 2017 through March 2018
Jul '17 - Mar 18
Ordinary Income/Expense
Income
4000 · Rental Income
4005 · Miscellaneous
4010 · Interest

Budget

$ Over Budget

% of Budget

87,388.80
0.00
27.39

119,400.00
50.00
1,500.00

-32,011.20
-50.00
-1,472.61

73.2%
0.0%
1.8%

Total Income

87,416.19

120,950.00

-33,533.81

72.3%

Expense
5000 · Maintenance Services/Agreements
5015 · Utilities
5020 · Repairs and Maintenance
5025 · Operating Expenses
5030 · Accounting and Auditing
5035 · Insurance
5040 · Capital Outlay

28,091.00
23,290.59
12,707.47
7,617.05
5,830.00
2,681.50
8,787.50

35,000.00
34,000.00
12,000.00
6,250.00
7,200.00
5,500.00
21,000.00

-6,909.00
-10,709.41
707.47
1,367.05
-1,370.00
-2,818.50
-12,212.50

80.3%
68.5%
105.9%
121.9%
81.0%
48.8%
41.8%

Total Expense

89,005.11

120,950.00

-31,944.89

73.6%

-1,588.92

0.00

-1,588.92

100.0%

-1,588.92

0.00

-1,588.92

100.0%

Net Ordinary Income
Net Income

Who should hire police, fire chiefs in El Mirage?
City council considers taking that power
Perry Vandell, The Republic | azcentral.com Published 6:00 a.m. MT March 3, 2018 | Updated 11:52 a.m. MT March 3, 2018

(Photo: David Wallace/The Republic)
CONNECTTWEETLINKEDINCOMMENTEMAILMORE

El Mirage politicians recently considered taking over the job of hiring the city's fire and police chiefs, just months after firing
the city manager who got crosswise with public-safety unions.
The El Mirage City Council tabled the move before putting it to a vote last week.
Such a decision would have been unusual in Arizona, which does not use the strong-mayoral form of city government that is
common in other areas of the country and in large cities such as New York and Chicago.
In Arizona, local elected leaders hire a city manager to run daily operations and hire and supervise employees. The role of
elected officials is to set broader city policy and provide oversight to the city manager's work.
The council-manager system began around the turn of the 20th century to curb political bosses and the influence of special
interests.
In cities from Phoenix to Surprise, police and fire chiefs report to the city managers.
The situation in the northwest Valley city of about 35,000 residents comes after the El Mirage City Council fired City Manager
Spencer Isom, who clashed with police and firefighter unions. Firefighter unions are among the top donors in some municipal
elections.
The debate over hiring authority occurred as El Mirage not only looks to hire a new city manager, but both public-safety
heads. Police Chief Jim Wise left for another job in November and Fire Chief Terry McDonald retired in January.

The new facility was billed as a badly needed addition to the growing community that was home to a single fire station.
The construction of a new fire station adjacent to the older facility could no longer house staff and equipment to provide
adequate service (Photo: Patrick Breen/The Republic)

Last-minute reversal
El Mirage Mayor Lana Mook delivered an impassioned speech against transferring power from the city manager to the
council, saying the possibility led several city manager candidates to rescind their applications.
"We are stepping out on a slippery slope, and I'm very concerned by the direction this new (council) majority has obviously
decided to take in spite of being advised against it," Mook said. "We are in danger of destroying the rebuilding, the repairing
and stability that we have worked so hard to establish these past seven years."
Councilman David Shapera, who initially pushed for the change, agreed to table the issue.
Earlier, Shapera told The Arizona Republic that the police and fire chiefs would have still reported to the city manager, but he
believed it was best for the council to have the final say.
"I don't feel that it worked out for the community by having a city manager with that much authority," Shapera had said.
Shapera later said he changed his mind after taking with the city attorney.

“Our job is not to micromanage the city manager. (The city manager) reports
directly to us. If we see something wrong then we say something. It's not our
job to handle the employees. That's up to him.”
Jack Palladino, El Mirage councilman

Darrell Tirpak, a firefighter captain and vice president of the El Mirage Firefighters Association, would not comment on the
issue, saying he didn't want to further inflame tensions since Isom's termination.
The council did vote to take authority for hiring the city clerk.

Councilman Jack Palladino cast the lone dissent.
"Our job is not to micromanage the city manager," he told The Republic. "(The city manager) reports directly to us. If we see
something wrong then we say something. It's not our job to handle the employees. That's up to him."

Is this normal?
The specific positions hired by the councils can vary in Arizona, but often includes the city manager, city clerk and city
attorney.
Tom Volgy, a political science professor at University of Arizona and the former mayor of Tucson, said he’s likely in the
minority, but he sees merit in council having hiring authority over police and fire chiefs.
"You have to be as directly responsible for the public as possible," Volgy said. "And when you have the manager appoint so
many key offices, all the city council has that represents the public is this gigantic thermonuclear weapon of you either fire
the manager or you don't fire the manager — and that's a really blunt instrument."
Ken Strobeck, executive director at the League of Arizona Cities and Towns, said the council-manager form of government
brings a level of professionalism to what can be a nuanced job. The city manager, with public administration experience, can
carry out the council's policy decisions.
"All of the decisions that the manager makes are to be based on professional and objective standards," Strobeck said. "So
you don't hire your brother-in-law for the garbage franchise — you hire the company that has the best bid and the best price
for those kinds of businesses."
"It's the cleanest and the most accountable form of government at the municipal level," he added.
Contact the reporter at 602-444-2474 or perry.vandell@gannett.com.
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Let’s unpack the debate of local control, it deserves scrutiny – Arizona Capitol Times

Let’s unpack the debate of local control, it deserves scrutiny


By: Guest Opinion



March 15, 2018 , 5:10 pm

Each year there is a constant debate at the Legislature centered around a bevy of bills that preempt
the authority of local government.
For the most part, the proponents of “local control” for cities and counties hang their hat on the
explanation that the superior government is always the one closer to the people. This argument it is
rarely explored, explained, or expounded upon further than a convenient slogan meant to excuse
government overreach and con ate the idea of federalism with granting more power to local
government.
And that is the crux of the dispute. In virtually every case when state lawmakers
have decided to preempt local government, the debate has not been about how
much power the state should have, but whether more autonomy and freedom
should be granted to individuals, families, and businesses. Indeed, if cities were
truly concerned with having the most local entity be in control, they would be
ghting for the individual.
Instead, advocates for more local power continue to make the absurd claim that
cities deserve the same relationship the states share with the federal
government. This awed argument ignores that fact that, unlike the states that
created the federal government, cities and counties are political subdivisions of Arizona. Any
authority that they do have has either been expressly delegated to them through state law or the
Constitution. Even the state Supreme Court ruled that local governments are not sovereign entities
and must adhere to Arizona law.
Scot Mussi

Furthermore, attempting to elevate local governments in Arizona to the same status enjoyed by
states in the U.S. Constitution is a poor argument for more local power and demonstrates a
philosophical misunderstanding of federalism. As expressed in the Bill of Rights and Declaration of
Independence, America was founded on the idea that rights belong to the people, and that
government remains the biggest threat to protecting those rights. If politicians decide to use their
power to infringe on those freedoms, the geographic distance of that government is
inconsequential. After all, is local tyranny better than state or federal tyranny?
It also cannot be ignored that in crafting a constitution of limited enumerated powers, the states
granted the federal government the authority to regulate interstate commerce. This was a wise
inclusion as it was a bulwark against states implementing protectionist laws that would infringe
upon the free travel and commerce of citizens throughout the country.
Arizona’s constitutional framework similarly allows state lawmakers to oversee and regulate
intrastate commerce in order to protect individuals and businesses operating in di erent
jurisdictions. It was never the intent to allow cities to create a patchwork of onerous and
inconsistent business regulations on issues such as minimum wage, plastic bags or bans on noimpact home-based businesses. When these situations do arise, it is the obligation of our state
policymakers to step in and intervene.

https://azcapitoltimes.com/news/2018/03/15/lets-unpack-the-debate-of-local-control-it-deserves-scrutiny/
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Let’s unpack the debate of local control, it deserves scrutiny – Arizona Capitol Times

It is high time that the local control argument be unpacked and receive the intellectual scrutiny it
deserves. There have been too many instances where the local control defense has been used to
justify freedom crushing eminent domain abuse, suppress voter turnout, and to infringe upon our
free speech rights. If we are to argue for local control, let that control be divested to individuals,
families, and businesses. After all, the spirit of America is not city council-determination, but selfdetermination.

— Scot Mussi is president and executive director of the Arizona Free Enterprise Club.
___________________________________________________________
The views expressed in guest commentaries are those of the author and are not the views of the Arizona
Capitol Times.
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