Restrictions and League Recommendations for City and Town Business Licenses

Your city or town (hereafter, “city”) may currently require or may be considering instituting a local Business License. Please note that the Business License is NOT the same as a tax license, also known as the Municipal TPT License. This is intended to provide guidance related to requirements for a local Business License only. TPT licensing is a wholly separate matter administered by the Department of Revenue on behalf of the city.
General Information
The issuance of any license by the city is subject to the procedural requirements captured in A.R.S. 9-835, Licensing time frames; compliance; consequence for failure to comply with time frame; exemptions; definitions. It requires the city to establish and publish the ordinary time frame for the city to consider issuing or denying each type of license it issues, as well as identifying the recourse an applicant has if their application is denied, among other things.
The establishment or increase of a Business License fee, including application fees and renewal fees, must follow the requirements set out in A.R.S. 9-499.15, Proposed new or increased municipal taxes and fees; notification; exceptions. This requires certain public notices and schedules to be prepared prior to approval of any proposed increase in taxes or fees.
Restrictions and Prohibitions
Per statute, your city may not require a Business License from any of the following:
· Wholesale Liquor distributors (unless the business is physically located in your city) (A.R.S. 4-223)
While they regularly visit your city to make sales and deliveries to retail stores, restaurants and bars in your city, you cannot require them to have a local Business License unless they have a physical business location in your city.
· Real estate brokers, agents, salesmen, or property managers (unless their office is physically located in your city) (A.R.S. 9-491.01)
You can only require a business license if a realtor has a primary place of business located in your city. You cannot require a license of anyone with a real estate license who is merely showing or managing properties in your city.
· Out-of-state businesses (A.R.S. 9-491.02)
This is a new law as of 2019 that prohibits a city from requiring a local Business License of any person who does not have a physical presence in the city and is only liable for the local TPT because they exceed the thresholds laid out in A.R.S. 42-5043 to establish an economic presence in the State. This is specifically directed to Remote Sellers and Marketplace Facilitators. (Please note: this section provoked considerable discussion about whether it was appropriate to license others who do not maintain a physical business location in the city as well. Please proceed cautiously.)
· Residential rental properties or property owners (A.R.S. 9-1304(B))
While a tax license is allowed, and all rental properties (including most short-term rental properties) are required to register with the County Assessor as a residential rental, you cannot require a Business License of either the property or the owner if the property is considered either Class 3 or Class 4 for property tax purposes (homes, condos, townhouses, apartments). This includes Short-Term Rental or vacation rental properties and their owners, as these are also considered residential rentals. See the related Attorney General’s Opinion available here: AG Report - Sedona STR Business License
· Insurance agents (A.R.S. 20-1098.17)
[bookmark: _GoBack]An insurance agent who is licensed by the State cannot be required to hold a local Business License, even if their office is physically located in your city.
League Recommendations Regarding Business Licenses
There is plenty of potential for additional restrictions on local business licensing, so it behooves all cities to act with restraint when requiring a Business License. We strongly recommend that you remove any requirement based only on the person needing a tax license, or merely entering the city on a temporary basis without establishing a place of business at which to make sales. A Business License can reasonably be required for a “temporary” business location such as a contractor building homes based on the job site, or persons participating in fairs or other special events where they make sales from their booth. Please try to keep in mind that a primary purpose of a business license should be to create a demographic inventory of the businesses that exist in your city. Other purposes, like peddler identification, are better handled through a separate process, such as a specialty license. We further advise against requiring multiple licenses for the same activity unless it’s absolutely necessary. The League provides the following advice to all cities and towns regarding Business License programs and ordinances:
· Strive for uniformity among all cities whenever possible
· Consider establishing fees based primarily on the administrative cost of processing, enforcement, and services provided by the city.
· We strongly urge you NOT to require a Business License of anyone who does not have a physical business location in your city. If your current ordinance does this, it is at a minimum in conflict with A.R.S. 9-491.02 and will need to be changed in that respect. This is an opportunity to remove potentially problematic language requiring a Business License of anyone who is required to have a tax license, anyone who does business on an itinerant basis, out-of-state wineries shipping bottles to residents, and similar persons who do not maintain a permanent or temporary business location within the city.
· Do NOT require a Business License of independent operators such as the individual drivers for Uber, Lyft, Door Dash, Grub Hub, etc.
