ARIZONA HOUSE OF REPRESENTATIVES
Fifty-second Legislature — First Regular Session

COMMITTEE ON WAYS AND MEANS

Report of Regular Meeting
Monday, February 2, 2015
House Hearing Room 3 -- 2:00 p.m.

Convened 2:28 p.m.
Recessed
Reconvened

Adjourned 4:38 p.m.

Members Present Members Absent
Mr. Cardenas

Mr. Mesnard

Mr. Olson

Mr. Sherwood

Mrs. Ugenti

Mr. Weninger

Mr. Wheeler

Mr. Kern, Vice-Chairman

Mr, Mitchell, Chairman

Request to Speak
Report — Attachment 1

Presentations
Name Organization Attachments (Handouts)
None

Committee Action

Bill Action Vote Attachments (Summaries,
Amendments, Roll Call}

HB2147 DPA 9-0-0-0 2,3,4

HB2151 HELD

HB2152 DP 6-3-0-0 5,6

HB2153 DP 6-3-0-0 7,8

HB2252 HELD

HB2253 DPA 8-0-0-1 9,10,11,12

HB2254 DP 5-4-0-0 13, 14, 15

Uy Noliery,

Abby Seiv@'f, ChairmapfAssistant
February 4, 2015

(Original attachments on file in the Office of the Chief Clerk; video archives available at hitp://www.azleg.gov)
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Information Registered on the Request to Speak System

House Ways and Means (2/2/2015)

HB2152, STOs; luxury tax credits

Testified in supporh:
Sydney Hay, AMERICAN FEDERATION FOR CHILDREN; Michael Hunter, BARRY GOLDWATER INSTITUTE FOR PUBLIC
POLICY RESEARCH

Testified as neutral:
Sean Laux, AZ DEPT OF REVENUE

Support:

Harry Miller, Executive Director, representing self; Susan Hicks, representing self; Ron Jahnson, Arizona Catholic
Conference; Josh Kredit, CENTER FOR ARIZONA POLICY; Krystal Slivinski, AMERICANS FOR PROSPERITY AZ; Patrick
OMalley, representing self

Oppose:

Charles Essigs, Director of Government Relations, Arizona Association Of School Business Officials; Janice Palmer,
A7 School Boards Assn; Geoff Esposito, Arizona School Boards Association; Rebekah Friend, Arizona AFL-CIO; Tory
Anderson, SECULAR COALITION FOR ARIZONA

All Comments:
Tory Anderson, SECULAR COALITION FOR ARIZONA: The Secular Coalition for Arizona opposes public dollars used
toward religious education.

HB2153, tax credits: STOs: preapproval; entifies

Testified in support:
Sydney Hay, AMERICAN FEDERATION FOR CHILDREN; Ron Johnson, Arizona Catholic Conference

Support:

Walter Dudley, representing self; Harry Miller, Executive Director, representing self; Susan Hicks, representing self;
Farrell Quinlan, State Director, NATIONAL FEDERATION OF INDEPENDENT BUSINESS; Leslie White, representing
self; Krystal Slivinski, AMERICANS FOR PROSPERITY AZ; Michael Hunter, BARRY GOLDWATER INSTITUTE FOR
PUBLIC POLICY RESEARCH; Josh Kredit, CENTER FOR ARIZONA POLICY; Tom Jenney, AMERICANS FOR PROSPERITY
AZ; Patrick OMalley, representing self

Neutral:
Leonard Clark Clark, representing self; Sean Laux, AZ DEPT OF REVENUE
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Oppose:

Charles Essigs, Director of Government Relations, Arizona Association Of School Business Officials; Janice Palmer,
AZ School Boards Assn; Geoff Esposito, Arizona School Boards Association; Rebekah Friend, Arizona AFL-CIO; Tory
Anderson, SECULAR COALITION FOR ARIZONA; William (Bill} Adams, representing self

All Comments:

Tom Jenney, AMERICANS FOR PROSPERITY AZ: Thank you for voting to expand student opportunities and to allow
more businesses to support schoo! choice.; Tory Anderson, SECULAR COALITION FOR ARIZONA: The Secular
Coalition for Arizona opposes public dollars utilized for religious education.

HB2252, tax; delinguency dates; tax liens

Support;
Jen Marson, AZ ASSOCIATION OF COUNTIES; Beth Ford, representing self; Dodie Doolittle, representing self; Jean
Reynolds, representing self; Leah Castro, representing self; Charles 'Hos' Hoskins, representing self

All Comments:

Dodie Doolittle, Self: As Pinal County Treasurer, [ am in support of this bill and the proposed amendment.; lean
Reynolds, Self: Graham County Treasurer - Jean Reynolds; Leah Castro, Self: La Paz County Treasurer - Leah Castro;
Charles 'Hos' Hoskins, Self: Maricopa County Treasurer - Charles Hoskins

HB2147, TPT: municipal tax; pole attachment

Support:

Michael Stull, COX COMMUNICATIONS ARIZONA, LLC; Michael DiMaria, CENTURYLINK, INC; Phillp Bashaw, GRAND
CANYON STATE ELECTRIC COOP ASSN; Meghaen Dell'Arting, COX COMMUNICATIONS ARIZONA, LLC; Marcus
Dell'Artino, CENTURYLINK, INC; Steve Barela, AZ PUBLIC SERVICE COMPANY (APS}); Kevin McCarthy, Arizona Tax
Research Association; Lyn Harry White, representing self; Helen Heiden, Arizona Chamber Of Commerce And
Industry; Gretchen Kitchel, SALT RIVER PROJECT {SRP}; Steven Eddy, TUCSON ELECTRIC POWER COMPANY; John
MacDonald, COMCAST/NBC UNIVERSAL

Meutral:
Leonard Clark Clark, representing self; Jim Hartdegen, Other; Sean Laux, AZ DEPT OF REVENUE

All Commentis:

Michael Stull, COX COMMUNICATIONS ARIZONA, LLC: HR 2147 reverses a DOR administrative error and restores
the Status Quo whereby utility pole attachments remain exempt from TPT assessment. Cox Communications
requests your support of HB2147. Thank you.




HB2151, DOR audits; three-year limit

Support:

Walter Dudley, representing self; Farrell Quinian, State Director, NATIONAL FEDERATION OF INDEPENDENT
BUSINESS; Helen Heiden, Arizona Chamber Of Commerce And Industry; Ken Buxton, representing self

HB2253. property tax assessments; one-vear cycle

Testified in support:
Pamela Pearsall, representing self; Douglas Wolf, representing self; Paul Petersen, representing self; Joe Webhrle,

representing self; Trey Williams, AZ ASSOCIATION OF COUNTIES; Debbie Annibale, representing self; Bill Staples,
representing self

Support:

Michael Combrink, MARICOPA COUNTY; Beth Ford, representing self; Christine Marzon, representing self; Dodie
Doolittle, representing self; Deborah Hughes, representing self; Cammy Darris, representing self; Sarah Benatar,
representing self; Cindy Cox, representing self; Linda Durr, representing self; Jean Reynolds, representing seif;
Leah Castro, representing self; Charles 'Hos' Hoskins, representing self; Robert Pizorno, MARICOPA COUNTY; Judy
Banks, representing self; Phil Leiendecker, representing self; Tom Farley, Arizona Association Of Realtors; Darlene
Adler, representing self

Meutral:

Michael Racy, Lobbyist, Arizona Association Of Property Tax Consultants, Other; Dale Wiebusch, Legislative
Associate, League Of AZ Cities And Towns; Geoff Esposito, Arizona School Boards Assoclation

Oppose;

Bas Aja, DIR. GOV RELATIONS, Arizona Cattlemen's Association; Kevin McCarthy, Arizona Tax Research Association;
Russell Smoldon, Ryan; Scot Mussi, Arizona Free Enterprise Club; Michael Hunter, BARRY GOLDWATER INSTITUTE
FOR PUBLIC POLICY RESEARCH; Jeff Sandquist, NAIOP; Joy Gomez, representing self; Helen Heiden, Arizona
Chamber Of Commerce And Industry

All Comments:

Michael Racy, Arizona Association Of Property Tax Consultants, Other: Hurts local government budgeting and
property owners appeal rights.; Russell Smoldon, Ryan: Ryan has concerns with the 60 day timeline in 42-16051,
petition timefine in 42-16055(A} and the sec. 42-16205.01(A) appeal rights. Ryan is happy to work with the
Chairman and the Assessor going forward to find solutions,; Pamela Pearsall, Self: AsYavapai County Assessor, Itis
difficult for taxpayers to understand paying taxes on valuations that are almost 2 years old. This bill will create
more clarity, and also allows Assessor’s to react to declines in the market within a timely fashion.; Douglas Wolf,
Self: Pinal County Assessor Doug Wolf; Christine Marzon, Self: Coconino County Assessor - Christine Marzon;
Dodie Doolittle, Self; As Plnal County Treasurer, we hear a lot of questions from taxpayers when they receive a tax
statement because the values are not the same as reported by the Assessor as a result of the current statute. This
bil will resolve these questions.; Deborah Hughes, Self: Gila County Assessor - Deborah Hughes; Cammy Darris,
Self: Navajo County Assessor - Cammy Darris; Sarah Benatar, Self: Coconino County Treasurer - Sarah Benatar;
Cindy Cox, Self: Mohave County Treasurer - Cindy Cox; Linda Durr, Self: Greenlee County Assessor - Linda Durr;
Paul Petersen, Self: Maricopa County Assessor - Paul Petersen; Jean Reynolds, Self: Graham County Treasurer -




Jean Reynolds; Leah Castro, Self: La Paz County Treasurer - Leah Castro; Charles 'Hos' Hoskins, Self: Maricopa
County Treasurer - Charles Hoskins; Joe Wehrle, Self: Yuma County Assessor - Joe Wehrle; Phil Leiendecker, Self:
Cochise County Assessor - Phil Leiendecker; Debbie Annibale, Self: Yavapal County; Geoff Esposito, Arizona School
Boards Association: We have met with the interested parties and continue to work towards having questions
addressed.; Joy Gomez, Self: The valuation cycle affects much more than just the county assessors, the timing of
the cycle affects all of state and local government. The advantages to final #'s for budgeting purposes, far
outweighs the discomfort of the timing of valuations.; Darlene Adler, Self: Graham County Assessor - Darlene
Adler

HB2254, municipal tax exemption; residential lease

Testified in support:

Courtney Gilstrap LeVinus, Arizona Multihousing Association; Susan Brenton, MANUFACTURED HOUSING
COMMUNITIES OF AZ INC; wayne hyatt, representing self

Testified as opposed:

Christian Price, representing self; Jim Rumpeltes, representing self; Ken Strobeck, LEAGUE OF ARIZONA CITIES &
TOWNS; Jackle Meck, representing self; Eric Orsborn, representing self; Mayor John Lewis, Mayor, Town of Gilbert,
representing self; George Diaz, Princlpal, BUCKEYE, TOWN OF; Michael Colletto, PROFESSIONAL FIRE FIGHTERS OF
AZ

Support:

Nicole LaSlavic, AZ ASSOCIATION OF REALTORS; Tom Farley, Arizona Association Of Realtors; Emilena Turley,
representing self; Helen Heiden, Arizana Chamber Of Commerce And Industry; Valerie lverson, EXECUTIVE
DIRECTOR, Arizona Housing Alliance; Ryan O'Daniel, MANUFACTURED HOUSING COMMUNITIES OF AZ INC; Scot
Mussi, Arizona Free Enterprise Club

Neutral:
Leonard Clark Clark, representing self

Oppose:

Lana Mook, representing self; Amber Wakeman, City Of El Mirage; Rob Bohr, GOODYEAR, CITY OF; Christopher
Cornelison, representing self; Paul Jepson, City Of Maricopa; Alison Zelms, Deputy City Manager, PRESCOTT, CITY
OF; Patrice Kraus, City Of Chandler; Brad Lundahl, SCOTTSDALE, CITY OF; Rachel Aja, City Of Peoria; Marge Zylla,
TEMPE, CITY OF; Mayor Mark Mitchell, representing self; Leah Hubbard Rhineheimer, GILBERT, TOWN OF; Scott
Butler, MESA, CITY OF; Margot Leal, City Of Phoenix; Jessica Blazina, City Of Avondale; Linda Kavanagh,
representing self; Vincent Manfredi, representing self; Heather Wilkey, Town Of Gilbert; Melissa Keckler,
representing self; Brent Stoddard, Director of Intergovernmental Programs, City Of Glendale; Sara Sparman, Town
Of Queen Creek

Al Comments:

Lana Mook, Self: The City of El Mirage will lose $962,000.00 per year if this legislation passes. This also represents
15% of the City's sales tax base.; Amber Wakeman, City Of El Mirage: The City of El Mirage will lose $962,000.00
per year if this legislation passes. This represents 15% of the City's sales tax base.; Christopher Cornelison, Self:
The Town of Oro Valley is opposed to this legislation, as it goes AGAINST our efforts of TPT simplification. Although




it does not currently have a direct effect on our residents, this proposed legisiation merely takes away another
budgeting tool.; Christian Price, Self: As Mayor of the City of Maricopa, 1 would like to address the committee.;
Scott Butler, MESA, CITY OF: This bill will have a $10 million/year negative impact on the City of Mesa. Please vote
no to ensure all residents continue to pay their fair share for city services and the burden Is not shifted to
homeowners.; Jim Rumpeltes, Self: The Mayor is also against this bill.; Linda Kavanagh, Self: Takes away iocal
control. Renters won't be paying fair share for government services & amenities. Will result in higher taxes for
single family dwellers.; Vincent Manfredi, Self: The City of Maricopa cannot afford passage of this measure. i am
diametrically opposed!; Ken Strobeck, LEAGUE OF ARIZONA CITIES & TOWNS: This has a major revenue impact of
$87 million a year to city and town general funds.; Melissa Keckler, Self: On behalf of the Town of Florence.; Ryan
O'Daniel, MANUFACTURED HOUSING COMMUNITIES OF AZ INC: Manufactured housing communities allow
affordable housing, but residents are already paying property tax on personal property (home} in addition to the
property tax paid by the park owners.




HOUSE OF REPRESENTATIVES
HB 2147

TPT; municipal tax; pole attachment
Sponsors: Representatives Olson, Mitchell: Senator Lesko, ot al.

X Committee on Ways and Means
Caucus and COW

House Engrossed

OVERVIEW

HB 2147 exempts the leasing or renting of space to make attachments to utility poles from
Transaction Privilege Tax (TPT).

HISTORY

TPT is imposed on a vendor for the privilege of conducting business in Arizona. Under this tax,
the seller is responsible for remitting to the state the entire amount of tax due based on the gross
proceeds or gross income of the business. While the tax is commonly passed on to the consumer
at the point of sale, it is ultimatety the seller’s responsibility to remit the tax. Business activities
subject to TPT include, but are not limited to: retail, restaurants and bars, transient lodging
(hotel/motel), commercial leasing, advertising, amusements, personal property rentals, real
property rentals, construction contracting, owner/builders, manufactured building, severance
(mining, timbering), transportation, printing, publishing, utilities, communications, air/railroad,
and private cars/pipelines.

Arizona Revised Statutes (A.R.S.) § 42-5071 outlines various exemptions from the personal
property rental classification of TPT. A.R.S. § 42-6004 lists goods and services that are exempt
from municipal TPT, sales, use and other similar taxes.

PROVISIONS
1. Exempts the leasing or renting of space to make attachments to utility poles from the TPT
personal property retail classification.

2. Excludes the leasing or renting of space to make attachments to utility poles from the utilities
and commercial lease classifications.

3. Defines cable operator and utility pole.

4. Includes various provisions regarding refund claim requirements, deadlines and specifies that
the total amount of refunds may not exceed $200,000.

5. Applies retroactively to taxable periods beginning from and after August 31, 2006.

6. Contains a severability clause.

7. Makes téchnical and conforming changes.

Fifty-second Legislature Analyst Initials %
First Regular Session January 28; 2015
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Fifty-second Legisiature
First Regular Session

PROPOSED
HOUSE OF REPRESENTATIVES AMENDMENTS TO H.B. 2147
(Reference to printed bil1)

1 Page 16, strike lines 16 through 45
2 Strike page 17

3 Amend title to conform

JUSTIN OLSON

2147j0l1
01/29/2015
4:19 PM
C: dmt

WM
H.B. 2147




ARIZONA HOUSE OF REPRESENTATIVES
Fifty-second Legislature - First Regular Session

ROLL CALL VOTE
COMMITTEE ON WAYS AND MEANS BILL NO. _ HB 2147
DATE February 2, 2015 MOTION: l )E E
PASS | AYE | NAY | PRESENT | ABSENT

Mr. Cardenas
Mr. Mesnard
Mr. Olson

Mr. Sherwood

Mrs. Ugenti

Mr. Weninger
Mr. Wheeler

Mr. Kern, Vice-Chairman

Mr. Mitchell, Chairman

IAANEN A NN

O O @)

ey oo,
APPROVED: CQIIMITTEE SECRETARY
~. M S

DARIN MITCHELL, Chairman
ANTHONY KERN, Vice-Chairman

ATTACHMENT i?!
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HOUSE OF REPRESENTATIVES

HB 2152
STOs; luxury tax credits
Sponsor: Representative Olson

X Committee on Ways and Means
Caucus and COW
House Engrossed
OVB;RVIEW

HB 2152 creates a credit against luxury tax liability for a farm winery, manufacture,
microbrewery, or craft distiller for contributions to Schoo! Tuition Organizations (STOs).

HISTORY i

Pursuant to Arizona Revised Statues (A.R.S.) §§ 43-1183, 43-1184 a dollar-for-dollar credit is
allowed against income taxes for contributions to an STO. STO tax credits are not to exceed an
aggregate annual amount of $43 million for fiscal year 2015 with the cap increasing 20% each
subsequent year. STO credits must receive preapproval from the Arizona Department of
Revenue (DOR) and are awarded on a first-come-first-serve basis. If an allowable tax credit
exceeds the tax payer’s tax liability, the credit may be carried forward for five consecutive tax
years. A.R.S. §§ 43-1504, 43-1505 stipulate that STO’s receiving contributions use at least 90%
of contributions to provide scholarships or tuition grants to low-income, disabled or displaced
children.

According to A.R.S. §§ 42-3354, 42-3355 spirituous liquor wholesalers, farm wineries,
microbreweries and craft distillers are required to pay a monthly luxury tax to DOR. A.R.S § 42-
3052 prescribes luxury tax rates for alcohol: $3 per gallon of spirituous liquor, 84 cents per
gallon of vinous liquor with alcohol content less than 24%, 25 cents per container or 8 ounce
portion of vinous liquor with an alcohol content greater than 24% and 16 cents per gallon of malt
liquor or cider.

PROVISIONS ‘

1. Allows farm wineries, manufactures, microbreweries and craft distillers to claim a credit
against luxury tax Hability for contributions to STOs providing scholarships to low-income,
disabled or displaced children.

2. Makes technical and conforming changes.

Fifty-second Legislature Analyst Initials %
First Regular Session January 29, 2015
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ARIZONA HOUSE OF REPRESENTATIVES
Fifty-second Legislature - First Regular Session

ROLL CALL VOTE
COMMITTEE ON WAYS AND MEANS BILL NO. HB 2152
DATE February 2, 2015 mMoTion: D
PASS AYE NAY PRESENT | ABSENT
Mr. Cardenas /
Mr. Mesnard /
iMr. Olson ‘/
Mr. Sherwood /
Mrs. Ugenti /
Mr. Weninger /
Mr. Wheeler \//
Mr. Kern, Vice-Chairman /
Mr. Mitchell, Chairman \/

CULy Mol

APPROYED: @MM”TEggECRETARY

DARIN MITCHELL, Chairman
ANTHONY KERN, Vice-Chairman

ATTACHMENT {2




HOUSE OF REPRESENTATIVES
HB 2153

tax credits; STOs; preapproval; entities

Sponsor: Representative Olson

X Committee on Ways and Means
Caucus and COW

House Engrossed

OVERVIEW
HB 2153 establishes a pro rata tax credit for an S Corporation or Limited Liability Company
(LLC) that donates to a School Tuition Organization (STO).

HISTORY i

Pursuant to Arizona Revised Statues (A.R.S.) §§ 43-1183, 43-1184 a dollar-for-dollar credit is
allowed against income taxes for contributions to an STO. STO tax credits are not to exceed an
aggregate annual amount of $43 million for fiscal year 2015 with the cap increasing 20% cach
subsequent year. STO credits must receive preapproval from the Arizona Department of
Revenue (DOR) and are awarded on a first come first serve basis. If an allowable tax credit
exceeds the tax payer’s tax liability, the credit may be carried forward for five consecutive tax
years. A.R.S. §§ 43-1504, 43-1505 stipulate that STO’s receiving contributions use at least 90%
of contributions to provide scholarships or tuition grants to low-income, disabled or displaced
children,

The U.S. Internal Revenue Code § 1361 defines an S Corporation as a small business corporation
which does not have more than 100 shareholders, nonresident shareholders, nonindividual
shareholders or more than one class of stock. A.R.S. § 29-651 defines a LLC as a company in
which members, managers, employees, officers and agents are not liable for debts and
obligations resulting from a court order, except under certain circumstances prescribed in statue.

PROVISIONS
1. Allows an S Corporation or LLC to claim a pro rata tax credit for STO donations.

2. Requires that an S Corporation or LI.C donate at least $5,000 to qualify for the STO tax
credit,

3. Prohibits businesses from directing STO contributions to a particular student.

4. Instructs the Joint Legislative Tax Credit Review Committee to review the tax credit during
years ending in zero and five.

Fifty-second Legislature Analyst Initials@é(
First Regular Session January 28, 2015

ATTACHMENT ]



ARIZONA HOUSE OF REPRESENTATIVES
Fifty-second Legislature - First Regular Session

ROLL CALL VOTE

COMMITTEE ON WAYS AND MEANS BILL NO. _ HB 2153

DATE February 2, 2015 MOTION: l ) !

PASS AYE NAY PRESENT | ABSENT

Mr. Cardenas /

Mr. Mesnard /

Mr. Olson /

Mr. Sherwood /

Mrs. Ugenti /

Mr. Weninger /

Mr. Wheeler V/

Mr. Kern, Vice-Chairman /

Mr. Mitchell, Chairman V4

& | 3 O | O
d“'ﬁv/ .,Ap/uu/ P
APPROVED: \/\,\ CQMMITTEE E‘ﬁC'RETARY
AN

DARIN MITCHELL, Chairman
ANTHONY KERN, Vice-Chairman

ATTACHMENT 5
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_HOUSE OF REPRESENTATIVES
HB 2253

properxty tax assessments; one-year cycle
Sponsor: Representative Mitchell

X Committee on Ways and Means
Caucus and COW

House Engrossed

OVERVIEW

HB 2253 modifies various property tax deadlines fo establish a one-year tax cycle.

HISTORY

Arizona Revised Statutes (A.R.S.) Title 42, Chapter 11 outlines property tax provisions.
Currently, real property is on a two-year tax cycle. Year one, referred to as the valuation year, is
when a valuation is made on a property. Immediately following year two, the fax year, the
valuation from the previous year is acknowledged.

Laws 1997, Chapter 150 § 172 established a two-year tax cycle in order to give counties
adequate time to address the large amount of appeals. In 2012, the Arizona voters passed
Proposition 117 which amended the Constitution to cap the annual increase in the value of real
property to five percent over the value of the property for the previous year.

The table below outlines the schedule for the two-year property tax cycle:

Valuation Year

Tax Year

March 1 — notice of value delivered
May 1 — appeal of valuation deadline

August 15 — appeals must be addressed by the
assessor

December 20 — assessment roll completed by
the assessor and submitted to the Board of
Supervisors

October I — assessor to transmit values to
compute levy [imits

October 1 — first half of property tax due

March 1 the following calendar year — second
half of taxes due

PROVISIONS

1. Revises the valuation, assessment, levy and collection schedule to establish a single-year
property tax cycle, from an 18 month property tax cycle.

2. Removes the requirement for a county assessor to submit an electronic roll of assessed value

by January 15.

3. Defines valuation date to include real and personal property:
a. valued by the Department of Revenue (DOR) - January 1 of the year preceding the

year in which taxes are levied

b. wvalued by the assessor - January 1 of the year taxes are levied.

Fifty-second Legislature
First Regular Session

Analyst Initials
February 2, 2015

ATTACHMENT 4




HB 2253

4.

;P ;AW

10.

11.

12.

13.

14.

15,
16.

17.

Requires DOR to conduct sales-ratio studies and issue a letter listing concerns to the
assessor, and requires the assessor to address the concerns by submifting complete data files
to DOR.

Removes language regarding cases of omission or change within the valuation year.
Repeals a section of statute regarding the assessment process in new construction cases.
Excludes the county BOE from utilizing the assessment roll abstract,

Eliminates language regarding valuation appeals or classifications originating from
supplemental notices.

Clarifies revisions made to equalization orders are effective the year in which the order was
issued,

Prohibits a county or state BOE decision regarding a valuation from new construction from
being appealed directly to the court.

Removes language allowing a new owner to appeal a valuation if there was a change in
ownership after December 15.

Specifies that a notice of valuation for commercial personal property must be sent out by
August 30, excluding mobile homes,

Requires the assessor to complete a commercial personal property roll and submit it to the
BOS.

Authorizes the county and state board of equalization to utilize the commercial personal
property roll for lawful purposes.

Revises section short title to read The Property Owner Protection Act.

Contains an effective date from and after December 31, 2016 for sections 1-10; and from and
after December 31, 2017 for sections 11-34.

Makes technical and conforming changes.

Fifty-second Legislature
First Regular Session 2 February 2, 2015




MARK WHITNEY

3581 West Ironwood Drive
Chandler, Arizona 85226

February 2, 2015

The Honorable Darin Mitchell
Chairman, Ways and Means Committee
House of Representatives

1700 W. Washington

Room 313

Phoenix, Arizona 85007

Re:  Comments on the Property Owners Protection Act
H.B. 2253

Dear Chairman Miichell;

I am writing to you to suggest a few amendments to the Property Owners Protection Act,
H.B. 2253 (the “Act™). These suggested adjustments to the proposed Act would reform real
property tax laws in Arizona for the betterment of all Arizona real property taxpayers.

The following are my suggested amendments by section:

e Sec. 13: Set the deadline for the annual issuance of property tax valuation notices
from March 1st to January 15th (currently, February 1st).
» Purpose: The purpose of this amendment is to move the property tax cycle
back 15 days to accommodate the additional 15 days in the appeal deadline
provision in Section 17 of the Act.

s Sec. 17: Set the deadline for an administrative property tax appeal to the county
assessor to 45 days after the mailing of the property valuation notice (currently, 30
days).

» Purpose: Taxpayers must comply with an outdated substantial evidence
standard when filing an administrative appeal. See A.R.S. § 42-16051(B), -
16052.) Notably, the majority of taxing jurisdictions in the United States do
not require this outdated substantial evidence standard. Of specific concern is
the requirement that the taxpayer supply the county assessor with year-end
operating statements and rent rolls to utilize the income approach to valuation.
Often, these financial statements are not available until the end of the first

' While outside the scope of the Act as drafted, the Legislature could amply protect taxpayers from
excessive burdens by simply repealing the substantial evidence requirement in A.R.S. § 42-16051(B) and § 42-
16052,

ATTACHMENT 1O |




The Honorable Darin Mitchell
February 2, 2015
Page 2

quarter of the calendar year. While meeting even the 45-day deadline will be
difficult for taxpayers, this additional time will assist both in-state and out-of-
state taxpayers with meeting this requirement.

Qec. 27: Set the deadline for a direct appeal to Superior Court to September 15th
(currently, August 15th).

» Purpose: The current direct appeal to Superior Court deadline is December
15th. Moving the deadline back 4 months appears to be excessive and does
not take into account the number of property owners who acquire property in
the fourth quarter of the calendar year. Providing an additional 30 days along
with the suggested amendment to Section 30, below, extends direct appeal to
Superior Court rights to all property ownets during the calendar year whether
or not they acquire property before or after an arbitrary statutory deadline.
Again, the focus of these amendments is to increase taxpayer rights, not
decrease these rights.

Qec. 30: Preserve the rights of new purchasers of real estate to appeal after the direct
appeal to Superior Court deadline by permitting purchasers of real estate after
September 15th of the valuation year to appeal directly to Superior Court by
December 31st of the valuation year.

» Purpose: Currently, new purchasers of real estate (namely, those that purchase
after December 15th of the valuation year) are granted an_additional vear to
appeal to Superior Court pursuant to ARS. § 42-16205.01. This extended
timeline acknowledges that sophisticated real estate investors often make very
substantial real estate purchases in the fourth quarter of the calendar year,
often in December of the calendar year.

A query of the CoStar real estate sales database revealed that $2.245 billion in
commercial real estate sales occurred in Maricopa County from August 15,
2014 to December 31, 2014 (consisting of over 1,300 office, retail, industrial,
flex, and land sales). Denying taxpayers the right to appeal property tax
valuations for properties acquired after the litigation deadline in the eatly fall
will substantially prejudice these investors. This amendment provides those
{axpayers an extended deadline until the end of the calendar year, furthering
the Act’s goal of compressing the property tax cycle into one calendar year.




The Honorable Darin Mitchell
February 2, 2015
Page 3

These amendments expand taxpayer rights, while continuing your goal of the Act-namely to
compress the property tax cycle into one year. Please consider these amendments at your
committee’s hearing today and throughout the legislative review of this Act.

Very truly yours,

Mark Whitney
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Fifty-second Legislature
First Regular Session

PROPOSED
HOUSE OF REPRESENTATIVES AMENDMENTS TO H.B. 2253
(Reference to printed bill)

1 Page 11, Tine 3, strike "THIRTY" insert "FORTY-FIVE"

2 Amend title to conform

DARIN MITCHELL

2253-pl-mitchell
1/29/15

3:31 PM

H:1aa

WM
H.B. 2253

ATTACHMENT ||



ARIZONA HOUSE OF REPRESENTATIVES

Fifty-second Legislature - First Regular Session
ROLL CALL VOTE
COMMITTEE ON WAYS AND MEANS BILL NO. HB 2253
DATE February 2. 2015 moTion:  DPA
PASS AYE NAY PRESENT | ABSENT
Mr. Cardenas /
Mr. Mesnard /
Mr. Olson \/
Mr. Sherwood ,/
Mrs. Ugenti /
Mr. Weninger /
Mr, Wheeler /
Mr. Kern, Vice-Chairman v
Mr. Mitchell, Chairman /
APPROVED: C 'ITTEE &bRETARY

DARIN MITCHELL, Chairman
ANTHONY KERN, Vice-Chairman
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HOUSE OF REPRESENTATIVES
HB 2254

municipal tax exemption; residential lease
Sponsor: Representative Mitchell

X Committee on Ways and Means
Caucus and COW
House Engrossed
OVERVIEW

HB 2254 restricts a city, town or other taxing jurisdiction from imposing a tax or fee on the
business of renting or leasing real property for residential purposes.

-HISTORY

Transaction Privilege Tax (TPT) is imposed on a vendor for the privilege of conducting business
in Arizona. Under this fax, the seller is responsible for remitting to the state the entire amount of
tax due based on the gross proceeds or gross income of the business. While the tax is commonly -
passed on to the consumer at the point of sale, it is ultimately the seller’s responsibility to remit
the tax. Business activities subject to TPT include, but are not limited to: retail, restaurants and
bars, transient lodging (hotel/motel), commercial leasing, advertising, amusements, personal
property rentals, real property rentals, construction contracting, owner/builders, manufactured
building, severance (mining, timbering), transportation, printing, publishing, utilities,
communications, air/railroad, and private cars/pipelines. Arizona Revised Statutes § 42-6004
outlines various items and services that are exempt from municipal TPT.

PROVISIONS

1) Restricts a city, town or other taxing jurisdiction from imposing TPT, Sales, Use, Franchise
or a similar tax or fee on the business of renting or leasing real property for residential
purposes.

2) Stipulates that a city, town or other taxing jurisdiction that impose a tax or fee as of January
1, 2015 must:

a) not increase rates.

b) annually reduce the rate by 25% for four consecutive years beginning July 1, 2016
and each July 1, thereafter.

3) Requires a city, town or other taxing jurisdiction beginning July 1, 2019 to repeal any tax or
fee on the business of renting or leasing real property for residential purposes.

4y Defines real property for residential purposes.
5) Applies retroactively from and after December 31, 2014.

6) Makes technical and conforming changes.

Fifty-second Legislature Analyst Initials !
First Regular Session January 29, 2015
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HB2254

municipal tax exemption; residential lease

Representative Darin Mitchell

State of Arizona
Fifty-second Legislature
First Regular Session
2015

Contact:
Courtney Gilstrap LeVinus
(602} 390-1398
Courtney@azcapitolconsulting.com
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Representative Darin Mitchell

COMEEINTS - 2
HB2254, Municipal tax exemption; residential [8ase ... 3
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Representative Darin Mitchell

**BLUE DENOTES NEW LANGUAGE.**

Be it enacted by the Legislature of the State of Arizona:
Section 1. Section 42-6004, Arizona Revised Statutes, is amended to read:
42-6004. Exemption from municipal tax

G. ACITY, TOWN OR OTHER TAXING JURISDICTION SHALL NOT LEVY A TRANSACTION
PRIVILEGE, SALES, USE, FRANCHISE OR OTHER SIMILAR TAX OR FEE, HOWEVER
DENOMINATED, ON THE BUSINESS OF RENTING OR LEASING REAL PROPERTY FOR
RESIDENTIAL PURPOSES, EXCEPT THAT A CiTY, TOWN OR OTHER TAXING JURISDICTION THAT
LEVIES ATAX OR FEE ON THE BUSINESS OF RENTING OR LtEASING REAL PROPERTY FOR
RESIDENTIAL PURPOSES ON JANUARY 1, 2015 SHALL NOT THEREAFTER INCREASE THE RATE
OF THE TAX OR FEE BUT SHALL ANNUALLY REDUCE THE RATE BY TWENTY-FIVE PERCENT OF
THE INITIAL RATE FOR FOUR CONSECUTIVE YEARS BEGINNING ON JULY 1, 2016 AND EACH
LY 1 THEREAFTER. BEGINNING FROM AND AFTER JUNE 30, 2019, A CITY, TOWHN OR OTHER
TAXING JURISDICTION SHALL REPEAL ANY TAX OR FEE ON THE BUSINESS OF RENTING OR
LEASING REAL PROPERTY FOR RESIDENTIAL PURPOSES. THIS SUBSECTION APPLIES
REGARDLESS OF WHETHER A CITY OR TOWN HAS ADOPTED THE MODEL CITY TAX CODE
PURSUANT TO ARTICLE 2 OF THIS CHAPTER. FOR THE PURPOSES OF THIS SUBSECTION, REAL
PROPERTY FOR RESIDENTIAL PURPOSES:

1. INCLUDES A DWELLING UNIT, LODGING FACILITY OR TRAILER OR MOBILE HOME SPACE IF
THE UNIT, FACILITY OR SPACE 15 INTENDED TO SERVE AS THE PRINCIPAL OR PERMANENT
PLACE OF RESIDENCE FOR THE LESSEE OR RENTER OR IS LEASED OR RENTED 7O A SINGLE
TEMANT FOR AT LEAST THIRTY CONSECUTIVE DAYS.

2. DOES NOT INCLUDE HEALTH CARE FACILITIES, LONG-TERM CARE FACILITIES OR HOTEL,
MOTEL OR OTHER TRANSIENT LODGING BUSINESSES.

Sec. 2. Retroactivity

This act applies retroactively to from and after December 31, 2014.

QUESTIONS: Courtney Gilstrap LeVinus | (602) 390-1398 | Courtnev@azcapitolconsulting.com
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Representative Darin Mitchell

Arizona and Alaska are the only two stafeé that allow their municipalities to impose
sales tax on residential renters.
Twenty of the 91 municipalities in Arizona, including Tucson and Flagstaff, do not levy a
sales tax on renters.

The state eliminated the statewide renter’s tax in 1977.

| Approxrmate[y 1/3 of Arizona reSidehts rent homes.
Renter’s tax is a separate line item in rental lease agreements.

The population of renters has various income levels, however, it does include those in
the lowest-income bracket who are most harmed by this regressive double tax.

It is unfair to balance municipal budgets on the backs of renters.

!‘~= 15“ j T:::m {. '

Homeowners do not pay tax on their monthly mortgage.
Homeowners receive a homeowner rebates and mortgage interest tax deductions;
renters cannot deduct their rental tax.

Renters pay property taxes through their rent.

QUESTIONS: Courtney Gilstrap LeVinus | (602) 390-1398 | Courtnev@azcagitolconsulting.com
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Bullhead City
Flagstaff
Globe
Kearny

Kingman

Repraesentative Darin Mitchell

tax on residential rent.

Lake Havasu
City

Marana
Oro Valley

Parker

Payson

Prescott
Valley

Quartzsite

Safford

Page 5 of 10

Arizona is one of two states in the country that allows its cities to impose a transaction privilege

Approximately one-third of Arizona residents live in rental homes. Rental residents pay the
same taxes and utility charges fees (property tax is built into the rent) as those that live in
owner-occupied homes, yet renters are also subjected to an additional rental tax.

Prior to 1977 the State of Arizona (not municipalities) taxed residential rental property. Thanks
to a small group of apartment owners and operators and their residents, the legisiature
repealed the tax in 1977. This group of owners and operators founded what is now known as
the Arizona Multihousing Association. Starting in the 1980s, municipalities began implementing
their own rent tax in order to create an additional revenue source.

In 2011, the legislature passed SB1160, a bill that requires cities to seek voter approval (as
opposed to a Council majority vote) in order to increase their rent tax rate. Since the bill’s
passage, the cities of Buckeye, Glendale and Paradise Valley have all increased their general
sales tax rate; however they all were prohibited from increasing their rental tax rates.

Twenty Arizona cities and towns do NOT collect residential rental tax, including:

Sedona Willcox
Show Low Winslow
Snowflake

Tucson

Tusayan

QUESTIONS: Courtney Gilstrap LeVinus | (602)390-1398 | Courtnev@azcapitolconsulting.com
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Representative Darin Mitchell

FACT: The median household income far Arizona renters is nearly half of the median household
income for Arizona homeowners.

¢ PResidential rental tax burdens lower income families.

¢ Median Household Income for all Arizona residents: 549,774
¢ Median Household tncome for Homeowners: 561,132
¢ Median Household Income for Renters: $33,497

Page 6 of 10

Owner-occupied Homes  Renter-occupied Homes Total occupied Homes

Total Homes 1,527,475 842,815 2,370,290
% of Arizang Homes £4.40% 35.60% 100.00%

% at Income Level

Renter vs. Homeowner Income Levels

60.0%

50.0%

46.0%

30.0%
# Owner-occupied Homes

20.0% # Renter-occupied Homes

10.0%

0.0%

Less than $20,000 to §50,000tce  $150,000 or
519,999 549,000 $149,000 more

Income Levels

**Source: U.S. Census Bureau, 2009- 2013 5-year American Community Survey, www.census.gov.

QUESTIONS: Courtney Gilstrap LeVinus | {602) 390-1398 | Courtney@azcapitolconsulting.com
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Representative Darin Mitchell

FACT: Renters are more likely to spend more than 30% of their househoid income on housing.

s According to the U.S. Census Bureau, 30% is a rule of thumb for the amount of income that a
family can spend and still have enough left over for other nondiscretionary spending.

¢  The 30% rule evolved from the United States National Housing Act of 1937,

e 52% of Arizona renters spend more than 30% of their household income on housing.

¢ Only 24% of Arizona renters spend iless than 20% of their household income on housing.

Owner-occupied Homes  Renter-occupied Homes Total occupied Homes
Total Homes 1,527,475 842,815 2,370,290
% of Arizona Homes 64.40% 35.60% 100.00%

Income Spent on Housing

60.0%

50.0%

40.0%

# Owner-occupied Homes {w/
mortgage)

30.0%

# Renter-occupied Homes
20.0%

10.0%

% of Renters/ Homeowners

0.0%

Less than 20% 20% to 29.9% 30% or more

% of Income Spent on Housing

**Source: U.5. Census Bureau, 2009- 2013 5-year American Community Survey, www.census.qov.

QUESTIONS: Courtney Gilstrap LeVinus | (602) 390-1398 | Courtney@azcapitoiconsulting.com
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Representative Darin Mitchell

FACT: Arizona renters are more likely to be single parents or live alone.

s 44.4% of renters live alone.
¢  WMore single mothers and fathers live in rental housing.

Page 8 of 10

Owner-occupied Homes  Renter-occupied Homes Total occupied Homes

Total Homes 1,527,475 842,815 2,370,290
% of Arizong Homes 64.40% 35.60% 100.00%

Household Type

70.0%

60.0%

50.0%

40.0%

30.0

®

& Owner-occupied Homes

20.0

R®

# Renter-occupied Homes

10.0

% of Renters/ Homeowners
O\D

0.0%

Married Female Male Non-family
Couple householder householder Households
{no husband) {no wife)

Household Type

**Cource: U.S. Census Bureau, 2009- 2013 5-year American Community Survey, www.census.gov.

QUESTIONS: Courtney Gilstrap LeVinus | (602) 390-1398 | Courtnev@azcapitolconsuiting.com
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Representative Darin Mitchell

Page 9 of 10

Not all Arizona cities and towns collect renter’s tax. Those twenty cities are prohibited from

creating a renter’s tax without seeking voter approval due to the passage of SB1060 in 2011.

The 71 other cities and towns that collect renter’s tax, are required to seek voter approval in

order to increase their current rental tax rates.

Apache junction
Avondale
Benson
Bisbee
Buckeye
Builhead City
Camp Verde
Carefree

Casa Grande
Cave Creek
Chandler
Chino Valley
Clarkdale
Clifton
Colorado City
Coolidge
Cottonwood
Dewey-Humboldt
Douglas
Duncan

Eagar

El Mirage

Eloy

Flagstaff
Florence
Fountain Hills
Fredonia

Gila Bend
Gitbert
Glendale

2.20%

.2.50%

2.50%
2.50%
2.00%

0%
2.00%
3.00%
1.80%
3.00%
1.50%
3.00%
3.00%
3.00%
2.00%
3.00%
3.00%
2.00%
2.80%
2.00%
3.00%
3.00%
3.00%

0%
2.00%
1.60%
4.00%
3.00%
1.50%
2.20%

Globe
Goodyear
Guadalupe
Hauchuca City
Hayden
Holbrook
Jerome
Kearny
Kingman
Lake Havasu City
Litchfield Park
Mammoth
Marana
Maricopa
Mesa

Miami

Nogales

Cro Valley
Page

Paradise Valley
Parker
Patagonia
Payson

Peoria

Phoenix

Pima
Pinetop-Lakeside
Prescott
Prescott Valley
Quartzsite
Queen Creek

0%
2.50%
3.00%
1.50%
3.00%
3.00%
3.50%

0%

0%

0%
2.80%
2.00%

0%
2.00%
1.75%
2.50%
2.00%

0%
3.00%
1.65%

0%
3.00%

0%
1.80%
2.00%
2.00%
2.50%
2.00%

0%

0%
2.25%

Safford
Sahuarita
San Luis
Scottsdale
Sedona
Show Low
Sierra Vista
Snowflake
Somerton
South Tucson
Springerville
St. Johns
Star Valley
Superior
Surprise
Taylor
Tempe
Thatcher
Tolleson
Tombstone
Tucson
Tusayan
Wellton
Wickenburg
Willcox
Williams
Winkleman
Winslow
Youngtown
Yuma

0%
2.00%
4.00%
1.65%

0%

0%
1.00%

0%
3.30%
2.50%
3.00%
2.00%
2.00%
2.00%
2.20%
2.00%
1.80%
2.00%
2.50%
2.50%

0%

0%
2.50%
1.70%

0%
3.00%
3.50%

0%
2.00%
1.70%

QUESTIONS: Courtney Gilstrap LeVinus | (602) 390-1398 | Courtney@azcapitolconsuliing.com
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Representative Darin Mitchell
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//M ARIZONA MULTIHOUSING ASSOCIATION
ﬁm MULTIFAMILY HOUSING LEASE AGREEMENT o

This Apartment Lease Agreement (herelnafter “Lease”) is entered into on this day of 20____for apariment and parking space
{hereinafter “Leased Premises”) of the residential rental community known as Apartments, located at
. , Arizona . The above-described premises are hereby
leased by , 0 as Manager and Agent for {“Owner’y or O as Owner
(eitherboth hereinafter "Management”), o the following individual(s) (hereinaftar jointly "Resident”):
(1} SSN (2 88N
(3} 88N “ SN
(5) SSN {6} SSN

If more than ene individual is named above, sach shall be jointly and severally liable hereunder. Occupancy is hereby fmited to those indlviduals named above,
and Leased Premises are leasad to Residert solely for the purpose of a residence. No business activity or opsrations shall ba undertaken within Leased
Premises without prior written approval from Management. Pets are not permitted without prior wiTtten authorization by Management.

MOVE IN COSTS (to be paid on ) pro-rated rent + fees + deposits =

MONTHLY RENTAL OBLIGATION, REFUNDABLE DEPOSITS, AND NON-REFUNDABLE FEES

MONTHLY RENTAL OBLIGATION REFUNDARLE DEPGSITS NON-REFUNDABLE FEES
Base RENT: SECURITY DEPCSIT: APPLICATION FEE:
PET RENT: PeT DeEPOSIT: ADMINISTRATION FEE:
OTHER: OTHER: FPET ADMINISTRATION FEE:
SUBTOTAL: OTHER: UTILITY CONNECTION FEE:
MuniciPAL Tax {_ %) OTHER: OTHER: ]
MONTHLY LEASE CONCESSION: OTHER: OTHER:
TOTAL MONTHLY RENT: TOTAL DEPOSITS: TOTAL FEES:
TERMS AND CONDITIONS OF LEASE
1. Term of Lease Agreement. The term of this |.ease shall be for _____ menths and _____ days, commencing on the day of
20 anhd concluding on the day of 20 . After this ending date, the Lease shall confinue automatically as & month-to-month

tenancy unless otherwise terminated, Resident shall not sublet or assign this contract without written permission of Management.

2. Payment of Rent. Payment of the Tolal Monthly Rent shall be no later than the first (17) day of each calendar menth at O the on-site manager's office or
[ at the location otherwise designated by Management, which is '
. . Rent shall be payable by perscnal check or certified funds in the exact amount due. Payment
by cash will not be accepted. Resident shall pay, as additicnal rent no later than the next rental payment date, the following fees: (A) a flat late fee of $

an the day and, commencing on the day, & daily late fee of § per day for each day that any portion of the Total Manthly Rent is delinquent;
(B} S as an administrative fee for the preparation and service of any written notice regarding breach of this Lease; (C) $__ as an administrative
fee for each check dishonored for payment; {D) a fine of § for bringing an unauthorized pet onto the grounds of the community; and (E) the costs for

repairs of damage causad by Resident or Resident's guests. Resident agrees that If any of Resident's payment altempts are dishonored, Resident shall make
all future payments by certified check or money order. Resident further agrees that Management possesses the exclusive right fo determine how Resident's
payments are appliad toward the various monstary obligations of this Lease (including, but not limited to, rent, unpaid deposits, charges, and fees). If any notice
regarding the payment of rent Is sent by Managsmant to Tenant, Management (I requires 0 may elect to insist O does not reguire that payment will only be
accepied via ceriffied funds (and, If alt boxes left blank, it shall be canclusively presumed that Management does not require certified payment).

3. Concession. There O exists O does not exist a Concession 1o this Lease. If a Concession does exist, O for the first ____ month(s) of this Lease,
Management agrees to reduce the basic monthly rent by § per month and/or 21 Management grants a one-time concession of § . The
Concession is provided with the understanding that in the event Residant does not fully perform under the terms and conditions of this Lease, Resident agrees to
return fo Management any Concession herein accepted or ta reimburse Management for the full market value of said Concession,

4. Deposits and Fees. Resident hereby agrees io pay to Management a Refundable Securlty Deposit as secwity for the performance of Resident's
obligations undar this Lease. This Refundable Security Deposit shall be held by Managemant, without interest accruing to Resldent, until the conelusion of the
Lease and any renewals, At the canclusion of Resident's sccupancy of Leased Premises, Management shall be entitied to deduct from the Refundabie Security
Deposit such amounts as may be necessary to remedy any defaults, damages, or outstanding and unpaid charges owed or due as compensation fo
Management for Resident’s nen-compliance. The taking or application of the security as deseribed above does not preckide Management from exercising its
remedies as set forth in the Arizona Residential Landford and Terant Act, A.R.S. §§ 33-13(1 et seq. During the term of the Lease, Resident shall not allocale or
use any portion of the Refundable Security Deposit as a credit toward the payment of rent. Resident further agrees lo pay these deposits set forth above as
security for specific performance under this Lease. Resident also agrees to pay the above-referenced non-refundable fees for the purposes as described by the
name of the fee, including for the application to reside at the community and for the administrative duties required as parl of the leasing of the property. Resident
shall not be entitled to any interest on the Refundable Securlty Deposit or any other deposils or fees. Resident acknowledges that Management may utilize the
Refundable Secuzity Deposit during the term of the lease In accordance with relevant provisions in the property management agreement, if any, in accordance
with ALR.S. § 33-1321(G).

5. Policies of msurance. Managemant O raquires U does not require Resident to obtain a policy or policies of renter's insurance. If Management exercises
this option, Resident shall obtain a poliey or policies of insurance and shall name Management zs a beneficiary of and additional insured under such a policy or
policies. Resident is llable for damage to 2]l property owned by Resldent, and Resident shall look to Resident’s policy of insurance and not to Management for
damage to Resldent’s possessions.

6. Utilities. In addition to the obligation of payment of rent, Resident understands and agrees that payment for Utilities shal be assessed in the following
manngr (and, for the purposes below, "M is Management, “R" is Resident, and "N/A" is Not Applicable):

Electricity: OM OR ON/A Water: OM OR QN/A Trash: OM OR ON/A - Other: aM OR QN/A
Natural Gas: OM OR ON/A Sewer: UM OR QON/A Telephone: UM QR QANA - Other: M QR ONA

With regard te any utilities not listed above, those utilities are hereby and conclusively presumed to be the responsibility of Resident. If any utliities are the
respons bility of Resident, Resident agrees to pay &l depasits required by the utility companies and fumish to Management, prior to the commencement of
occupancy of the Premises, account numbers for these utilities. Resident further agrees that, should Management retain the services of a third-party company
to meter the utility usage, Residani shall pay the monthly administrative fess associated with that submetering. Furihermore, Resident agrees that Managament
has the right to kill and charge utility usage at the Community through a Ratio Utiiity Billing System, by proportion to any reascnable division of responsibility, or
in any other proper manner i deems fit, and that Management may change the method of submelering by providing writien notice at least thirly {30) days in
advance. Should Resldent fall to pay any third-party utility biling and Management is assessed penalties for Resident's failure to pay in a limely manner,
Managerneni shali have the right to assess late payment penalties upen Resident as are assessed against Management by the third-party biling administrator.

7. Municipal Tax Increase. Management shall have the right, upon thirty (30) days’ written nelice to Resident, to increase the Total Montbly Rent to reflect
any increases or decreases in the municipal tax assessed by the city in which the Leased Premises are focaled.

8. Fair Housing. Management and the community are dedicated to honoring Arizona and Federal Fair Housing laws. Reasonable accommodations o the
policies and regulations of the community, including for assistive animals, will be made or aflowed as necessary In order 10 enable Residents with disablities or
speclal needs an equal opportunity to utilize the Leased Premises and the amenities of the community. Management will also permit reasonable madifications to
the existing premises at O Resident's expense 0 Management’s expense when those modificaticns are necessary to allow Residents with disabllities an squal
opportunity to use and enjoy the premises. Management reserves the right to require reascnable information concerning the disabllity and evidence showing a
nexus between Resident's disability and the accommadation or modification sought. When Management has authorized Resident to make a reascnable
modification to the premises, Resident may be required to restore Leased Premises to its prior condition if failure to make such a restoration wolld interfere with
awner's or the subsequent resident's use and enjoyment of the Leased Premises. Any person who believes that he/she I3 belng discriminated against in
violation of the Arizona or Federal Fair Housing Laws, or who needs a reasonable accommedation or modification in order to have an equal opporfunity to use
and enjoy the dwelling is encouraged to contact the managing agent, who is ideniified in Paragraph 25, below,

@ 2073, Anizona Multhousing Associstion. All nghts reserved. Pege 1of 3




APARTMENTS
RENTAL AGREEMENT

(Company), as Manager and Agent (hereinafter called "Lessor”) for the Owner rents to Lessee(s), jointly and severally, Apartment No. ¢Apt_Number» of Arboretum
Apartments, located at (Address)., Tucson, AZ 85750 to be used solely for the purpose of a personal residence by {name of each oceupant);

(1) gBesident Name 1» {2) «Regident Name 2»
(3) «Resident Name 3» (4) «Resident Name d»
(5) «Resident Name 5» (6) «Resident Name 6»

(7) «Resident Name T»

Occupancy is Bmited to those persons named above. No one else may occupy the apartment, Persons not listed above must not stay in the apartment for more than
fourteen (14) days per month without prior written consent from Lessor.

*  Note- Resident may obtain a copy of the Arizona Residential Landlord and Tenant Act (ARLTA) from the Avizona Secretary of State.
«  Note--Resident{s) hereby stipulate{s) and agvee(s) that service of any notice pursuant to ARLTA at the above-listed address is sufficient to acquire i
personam and in rem jurisdiction over all of the signors of this agreement regardless if any signer(s) might not actualiy reside in the apartment unit.

1. LEASE TERM: The initial term of the Lease Contract beginning Begin Date» and ending at midnight on «End Datey for an unfurnished apartment
and Lessee(s) shall pay rent, tax, charges and deposits as set forth below. This Lease Contract will automatically renew month-to-moath unless cither
party gives at least thirty (36) days written notice of termination or intent to move out as required by paragraph 33(A).

*

MONTHLY RENTAL CHARGES: OTHER CHARGES AND DEPOSIT (S):
Rent S«Market Renbs Security Deposit $«Becurity Deposiby
Pet Rent $«Pet Reunt» Fet Deposit 3«Pet_Deposiby
(Does not apply to assistive animalg) ! (Does not apply to assistive animals}
Parking Rent $__N/A NONREFUNDABLE Adminisiration Charge SgAdnnin Feen
. ‘Water, Sewer, and Trash Charge $uWater Sewer Trash» NONREFUNDABLE Pet Charge 8«Pet Feen
ﬂ Qiher $(«Military Discounts
Subiotal $«Total Rent Duen UTILITIES:
Electricity: Paid By: Lessee
i City Sales Tax $ WA Water, sewer & trash charges: Paid by: Lessee
(Applicable rate subject to change durlng leasé tenm) Other: Telephone, Cable, etc.: Paid by: Lessee
i TOTAL MONTHLY RENT 3«Total Rent Duer
INITIAL

RENT AND CHARGES: The rent shall be 3 «Total Rent Duey per month plus applicable sales taxes, payable in advance and without demand at the on-gite
manager’s office on ar before the 1% day of each month. Rent is payable with one personal check, cashiers check, certified check or money order in the exact
amount due and NO CASH will be accepted for rent. Lesses will pay as additional rent: {1} an initial late charge of $50.00 on the 4% day of the month, plus a Jate
charge of $10.00 per day after that date until paid in full; () a charge of $50.00 for each check returned for non-payment, plus initial and daily late charges from
due date until acceptable payment in the form of a certified/cashier’s check or money order is received; {3) An administrative fee of $25.00 will be assessed for
the preparation and service of notices of breach or of tenmination; (4) the costs of repairs caused by damages due to an act of neglect by Lessee or Lesses’s guest;
(3) a $100.00 assessment for bringing an wnautherized pet on the property AND any applicable pet fee/deposit will be due and payable immediately; (6) all rental
taxes and any increases in all rental taxes upon 30 days written notice from landlord. Lessee’s failure to pay rent or other charge(s) due may provide basis for
termination of this Renfal Agreement at the option of Lessor. Lessee further agrees that Lessor has the exclusive right to determine how Lessee’s payments are
applied towards the vadous monetary obligations of the Renial Agreement (¢.g., rent, unpaid deposits, charges and/or pet permit violations).

™

4. PERSONAL CHECKS. Lessor will not accept personal checks for payment on or after the 4th day of the month, nor will Lessor accept payments by more than
one check or via a check from a third party. Additionally, if a Lessee has two (2) checks returned for non-sufficient funds or are otherwise dishonored, Lessee will
be required to make rental payinents by either money order or cashier’s check.

5.  UTILITY COSTS/SALES TAX ADJUSTMENTS DURING LEASE TERM: Lessor shalfl have the right, upon 30 days written notice 0 Lesses, 1o increass
the total rent due by an amount reascnably related to any increase in the cost of utilities and/or any change or increase in City sales tax.

6. PARKING/VEHICLE POLICIES: Lessee agrees that onlty vehicles identified below may park on the property without separate written consent from Lessor,
Trailers and Boats are unauthorized and will be towed if found on the property unless there is separate written consent from Lessor,

MAXE/MODEL TYPE YEAR LICENSENO. STATE SPACE #
«hake Modsl 1» «Vehicle Type 1» «Year In «license 1» «State_In «Parking Space 1»
«Make Model 2» «Vehicle_Type_2» «Year 2» «License 2» «State_2» N/A

Lessor may assign parking spaces or areas for Lessees and guests. Lessor may also designate: (1} Parking areas; (2) Whether trailers, boats, or campers may park
and whether inoperable, abandoned or unanthorized vehicles will be towed at the owner's expense after a 24-hour notice is posted on the vehicle, Vehicles parked
in fire lanes, reserved parking or undesignated parking will be towed (with 24 hours notice) at owner’s expense. The 24-hour notice does not apply to vehicles
that are parked in a space assigned to another Lessee, parked in a marked tow-away or parked to impede traffic or trash collection easements. Vehicles parked in
this manner will be towed away immediately without waming at owner’s expense. If Lessor pays Lessee's towing expense, such expense shall be deemed as
additional rent owed and be immediately due and payable. Guests must only park in designated spaces - never on sidewalks, in landscape areas or apartinents and
must not damage asphalt, etc. Vehicles parked on the property must park "head in" only and show current registration. Lessor may elect to charge as additional
rent a $100.00 fee for repeat offenders, Please lirit your speed within the community to 10 mph.

7.  AUTOMOBILES: Notwithstanding the Parking/Vehicle Policies set forth above, the following additional restrictions shall apply: (1) One vehicle per licensed
Leaseholder; (2) All vehicles must have a current staie registration, be in operable condition, and registered in the Lessor office; (3) Inoperable cars (cars with flat
tires, broken windows, etc.) will not be permitted on the premises; (4) Any vehiclels) deemed abandoned in the sole judgment of the Owner or which are not
regisiered will be towed at the vehicle owner’s expense after a 24-hour notice has been placed on the vehicle; (5) Any vehicle(s) illegally parked in a fire lane,
blocking an entrance, exit, driveway, dumpster, or parked iflegally in a designated parking space will be immediately towed, without notice, at the owner’s
expense; (7) Lessess may NOT wash or repair a car in the parking lot or emply ashtrays/trash from their cars into the parking lot or on property; (8) if
recreational vehicles are parmitted on the property, they must be parked in the area designated by Lessor; (9) Handicapped-designated parking spaces are solely
ior the use of vehicles displaying the appropriate placards or license plates.

8. COVERED PABKING: Lessec acknowledges that carports are reserved for use only by the Lesses renting or assigned to such space. Lessee further
understands that unauthorized cars parked in a reserved or an assigned covered parkding space by a Lessee, ccoupant or guest will be subject to towing without
notice at the vehicle owner’s expense. Lessees should inform their guests of these provisions. If an unauthorized vehicle is parked in uncovered parking,
piease contact the Lessor Office so we may tag the car for 24-hours prior to having it towed at the vehicle owner’s expense,

Lesgee Signature Date Lessee Signature Date

Lessee/Guarantor Signature Date Lessor (Authorzed Agent for the Gwner)  Date
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About NMHC-the National
Multi Housing Council

NMHC is a national association representing the interests of the nation’s larger

and most prominent apartment firms. NMFIC advocates on behalf of rental hous-
ing, conducts apartmentrelated research, encourages the exchange of strategic
business information, and promotes the desirability of apartment living. One-third
of Americans rent their housing, and 15 percent of all U.S. households live in an
apartment home.

Doug Bibby, President

About Sierra Club

The Sierra Club’s members are 700,000 of your friends and neighbors. Inspired by
nature, we work together to protect our communities and the planet. The Club is
America’s oldest, largest, and most influential grass-roots environmental organization.

Larry Fahn, President

About AlA-the American Institute of Architects

Since 1857, the AIA has represented the professional interests of America’s archi-
tects. As AIA members, more than 75,000 licensed architects, emerging profession-
als, and allied parmers express their commitment to excellence in design and livabil
ity in our nation’s buildings and communities. Members adhere to a code of ethics
and professional conduct that assures the client, the public, and colleagues of an
AlA-member architect’s dedication to the highest standards in professional practice.

Douglas L. Steidl, President

About ULl-the Urban Land Institute

ULl-the Urban Land Institute is a nonprofit educational and research institate
supported by its members. Tts mission is to provide responsible leadership in the
use of land to enhance the total environment. UL sponsors educational programs
and forums to encourage an open exchange of ideas and sharing of experiences;
initiates research that anticipates emerging land use wends and issues and propos-
es creative solutions based on that research; provides advisory services; and pub-
lishes a wide variety of materxtals to disseminate information on land use and devel-
opment. Established in 1936, the Institute has more than 24,000 members and
associates from more than 80 countries representing the entire spectrum of the
land use and development disciplines.

Richard M. Rosan, President

| Highor-Dousity Develonment
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©2005 by ULI~the Urban Land Institute
1625 Thomas Jefferson Street, N.W.
Suite 500 West

Washington, D.C, 20007-5201

Printed in the United States of America. All rights reserved. No part of this book
may be reproduced in any form or in any means, electronic or mechanical,
including photacopying and recording, or by an information storage and retrieval
system without written permisston of the publisher.
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Representatives of the partmers who directed ihis work:

NMHC

Doug Bibby, President

Kimberly D. Duty, Vice President of Communications
Michael H. Tucker, Director of Commnnications

Sierra Club
Neha Bhatt, Asscciate Washington Refrresentative
Challenge to Spraw! Campaign

Eric Olson, Associate Washinglon Represenlative
Challenge to Sprawl Campaign

ATA
David T. Dovwney, Managing Director
AlA Center for Communities by Design

ULI
Richard M. Haughey, Director, Multifeimily Developrment
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s this country continues to grow and change, communities are left to
figure out where all these new people will live, work, and shop. New

markets are emerging for real estate that offers a more convenient
lifestyle than is offered by many low-density sprawling communities. New compact
developments with 2 mix of uses and housing types throughout the country are
being embraced as a popular alternative to sprawl. At the core of the success of
these developments is density, which is the key to making these communities
walkable and vibrant.

Unfortunately, in too many communities higher-density mixed-use development

is difficult to construct because of zoning and building codes that fayor low-density
development with segregated uses and because of opposition from the commu-
nity. This publication looks at several myths surrounding higher-density develop-
ment and attempts to dispel themn with facts o help dismantle the many barriers
such developments face,

ULLis proud to have partnered with NMHC—the N ational Multi Housing Council,
Sterra Club, and AlA~the American Institute of Architects on this publication.
This convergence of interests highlights the importance each organization has
placed on finding a new development pattern that better fits the needs ofa
growing and changing country.

ULI will continte to provide forums in which all stakeholders can explore and
debate issues about growth and development patterns and how properly designed
and incorporated density can be used 1o accommodate new growth. ULI will conduct
research, produce well-balanced information, and identify best practices on issues
relevant to growth and density, Through these efforts, ULI and its partners hope to
play arole in planning a better development pattern for the fumre.

Harry I, Frampton 111
Chair
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merica’s changing population is creating demand for new types of homes,
offices, and retail outlets. Better solutions are needed to the challenges
created by changing demographics, dwindling natural areas, smog and
public health issues, shrinking municipal budgets, and traffic congestion. Commu-

nities that answer these challenges will develop into great places to live.

America will add roughly 43 million new residents—that’s 2.7 million new residenis
per year—between now and 2020.' America is not only growing but also under-
going dramatic demographic changes. The traditional two-parent household with
children is now less than a quarter of the population and getting proportionally
smaller. Single-parent households, single-person households, empty nesters, and
couples without children make up the new majority of American households, and
they have quite different real estate needs.” These groups are more likely to choose
higher-density housing in mixed-density communities that offer vibrant neighbor-

hoods over single-family houses far from the community core.

The fact is that continuing the sprawling, low-density haphazard development pat-
tern of the past 40 years is unsustainable, financially and otherwise. It will exacer-
bate many of the problems sprawl has already created—dwindling natural areas
and working farms, increasingly longer commutes, debilitating traffic congestion,
and harmful smog and water pollution. Local officials now realize that paying for
basic infrastructure—roadways and schools, libraries, fire, police, and sewer services

—spread over arge and sprawling distances is inefficient and expensive.

Most public leaders want to create vibrant, economically strong communities where
citizens can enjoy a high quality of life in a fiscally and environmentally responsible
manter, but many are not sure how o achieve it. Planning for growth is a compre-
hensive and complicated process that requires leaders to employ a variety of tools
to halance diverse community interests. Arguably, no tool is more important than
increasing the density of existing and new communities, which includes support for
infill development, the rehabilitation and reuse of existing structures, and denser
new development. Indeed, well-designed and wellintegrated higher-density devel-

opment makes successtid planning for growth possible.

Density refers not only to high-rise buildings. The definition of density depends
on the context in which it is used. In this publication, higher densily simply means
new residential and commercial development at a density that is higher than
what is typically found in the existing community. Thus, in 2 sprawling area with
single-family detached houses on one-acre lots, single-family houses on onefourth
or one-eighth acre are considered higher density. In more densely populated
areas with single-family houses on small lots, townhouses and apartments are con-
sidered higher-density development. For many suburban communities, the popu-
lar mixed-use town centers being developed around the country are considered
higher-density development.

-Bousity Duvelenmanl




Most land use professionals and community leaders now agree that creating com-
munities with a mix of densities, housing types, and uses could be the antidote to
sprawl when implemented regionally. And across the country, the general public is
becoming more informed and engaged in making the tough land use choices that
need to be made while understanding the consequiences of continuing to grow as
we have in the past. Many have also come to appreciate the “place-making” bene-
fits of density and the relationship between higher-density development and land
preservation. Media coverage of the topic of growth and development has also
evolved. Past media coverage of growth and development issues was often limited
to the heated conflicts hetween developers and community residents, Many in the
media are now presenting more thoughtful and balanced coverage, and several
editorial boards support higher-density developments in their communities as an
antidote to regional sprawl.

Yet despite the growing awareness of the complexity of the issue and growing sup-
port for higher-density development as an answer to sprawl, many stilf have ques-
tions and fears related to higher-density development. How will it change the neigh-
borhood? Will it make wraffic worse? What will happen to property values? And what
about crime? Ample evidence—documented throughout this publication—suggests
that well-desighed higher-density development, properly integrated into an existing
community, can become a significant community asset that adds to the quality of life
and property values for existing residents while addressing the needs of a growing
and changing populaton.

Many people’s perception of higher-density development does not mesh with the
reality. Studies show that when surveyed about higher-density development, those
interviewed hold a negative view. But when shown images of higher-density versus
lower-density development people often change their perceptions and prefer
higher densn;y In a recent study by the National Association of Realtors® and
Smart Growth America, six in ten prospective homebuyers, when asked 10 choose
between two communities, chose the neighborhood that offered a shorter com-
mute, sidewalks, and amenities like shops, restaurants, libraries, schools, and puh-
lic ransportation within watking distance. They preferred this option over the one
with longer commutes and larger lots but limited options for walking." The 2001
American Housing Survey further reveals that respondents cited proximity 1o work
more often than unit type as the leading factor in housing choice.® Such contra-
dictions point to widespread misconceptions about the nature of higher-density
development and sprawl. Several of these misconceptions are so prevalent as to be
considered myths.

To some degree, these myths are the result of memories people have of the very-
high-density urban public housing projects of the 1960s and 1970s that have been
subsequently deemed a failure. Somehow, the concept of density became associated
with the negative imagery and social problems of depressed urban areas. The reality

Btk and Fagl
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is that complex interrelated factors such as the high concentration of poverty and
poor educational and employment opportunities combined to doom the public |

-

housing projects. Even very-high-density housing can be practical, safe, and desir-
able. For example, the mixed-income apartments and condominiums or luxury high
rises in New York and Chicago—some of the safest and most expensive housing in
the country—prove that density does not equal an unsafe environment.

?n

The purpose of this publication is to dispel the many myths surrounding higher-
density development and to create a new understanding of density that goes

beyond simplistic negative connotations that overestimate its impact and under- |
estimate its value. Flected officials, concerned citizens, and community leaders can 1‘

use this publication to support well-designed and well-planned density that creates
great places and great communities that people love. With the anticipated popula-
tion growth and continuing demographic and lifestyle changes, consensus is build-

ing that creating communities with a mix of densities, housing types, and uses will

be both necessary and desirable.

Higher-Densily Development: Myth and Fact is the sixth in a series of Urban Land
Institute myth and fact booklets. The series is intended to clarify misconceptions
surrounding growth and development. Other topics covered have included trans-
portation, smart growth, urban infill housing, environment and development, and

mixed-income housing.

Higher-Density Development: Myth and Foct examines widespread misconceptions
related to higher-density development and seeks to dispel them with relevant facts
and information, Although the benefits of higher-density development are often
understated, so are the detrimental effects of low-density development, The advan-
tages and drawbacks of higher-density development are compared throughout this
publication with the alternative of low-density development. In the process, mis-

conceptions regarding low-density development are also addressed.

8 |mgher b




Higher-density development overburdens public schools and other
public services and requires more infrastructure support systems.

r-dénsnty housing-—fewer fami
children—puts less demand on schools and other public services than
low-density housing. Moreover, the compact nature of higher—dénsity N
development requires less extensive infrastructure to support t,

ublic officials across the country struggle (o afford the irg Clr :
e
ed o support sprawling development. A recent study anglyaiie e 7

of sprawl estimated that more than $100 biltion in infrastre Tir 1

could be saved over 25 years by pursuing better plannedand tiore eorm
pact forms of development.” The issue has transcended political parties and ideolo-
gies and has become an issue of hasic fiscal responsibility. California’s Republican
Governor Arnold Schwarzenegger has criticized “fiscally unsustainable sprawl,””
while Michigan’s Democratic Governor fennifer Granholm has noted that sprawl
“is hampering the ability of this state and its local governments to finance public
facilities and service improvements,”

o
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Progressive and conservative groups have identified sprawl as a real problem.
Charter of the New Urbarism states that “placeless sprawl” is an “interrelated com-
munity building challenge.™ Conservative groups have concluded that “sprawl is
in fact a conservative issue” with “conservative solutions” and that “sprawl was in
large part created through govermment intervention in the economy.”™

Indeed, numerous government policies over the last half century have led to and
supported sprawl. Historically, federal spending for transportation has subsidized
large-scale highway construction over other modes of transportation. Financing
policies from the Federal Housing Administration have promoted suburban sub-
divistons across the nation. Large lot exchusionary zoning has forced the artificial
separation of land uses, leading to large distances between employment centers,
housing, and retail. But many government agencies now realize they cannot afford
io continue providing the infrastructure and public services that sprawl demands.

Not only do local governments absorb much of the cost of more and more road-
ways, profoundly longer water and electrical lines, and much larger sewer systems to
support sprawling development, they must also [und public services to the new resi-
dents who live farther and farther from the core community. These new residents
need police and fire protection, schools, libraries, trash removal, and other services,
Stretching all these basic services over ever-growing geographic areas places a preat
burden on local governments. For example, the Minneapolis/St. Paul region built
78 new schools in the suburbs between 1970 and 1990 while simultaneously closing
162 schools in good condition located within city limits.”! Albuguerque, New Mexico,
faces a school budget crisis as a result of the need to build expensive new schools in

outlying areas while enrollment in existing close-in schools declines.




Unfortunately for local governments, a growing body of evidence shows that
sprawling development often does not pay enough property tax to cover the sery-
ices it requires. A study conducted for a suburban community ontside Milwaukee
found that public services for an average-price single-family house in that commu-
nity cost more than twice as much as the property taxes paid by the homeowner."

One reason for the disparity between property tax revenue and the cost of public
services #s expenditures for public schools. Low-density suburbs and exurban areas
generally attract families with more school-age children. Tn fact, single-fammly
developments average 64 children for every 100 units, compared with only 21 chil-
dren for every 100 units of garden apartments and 19 children for every 100 units
of mid- o high-rise aparrments."” The reason is that multifamily housing attracts
predominantly childless couples, singles, and empty nesters.

And although apartment renters do not pay property tax directly, apartinent owners
do. Apartments are also usually taxed at a higher commercial real estate tax rate,
s0 a typical mixed-use development with retail, office, and apartments may subsidize
the schools and other public services required by residents of low-density housing in
the same community. This phenomenon is further exacerbated because many mult-
family developments and retail and office establishments pay for their own trash dis-
posal, shuttle buses, and security,

Reducing the distance between homes, shops, and offices afso reduces the cost of
public infrastructure. According to one of many studies, “The public capital and
operating costs for closen, compact development [are] much lower than they
[are] for fringe, scattered, linear, and satellite development.™ And many of these
studies do not take into account the advantages created by making public transit

Wyt sl Fat




_ i 5 a
E iz :

1

MY T H

O N E FACT O N E

jobs based on the attributes of the town

more feasible as well as making delivery of basic services like
mail delivery, trash collection, and police and fire protec-
tion more efficient.

Another emerging body of research suggests that higher-
density development is an important component of eco-
nomic development initiatives and helps attract new
employers. “Information economy” is a term used to
define the growing industries based on the economics of
the Internet, information goods, and intellectual property.
Workers in this field are known as “knowledge workers,”
and many believe they are the future of the American econ-
omy. These workers are comfortable with the latest technol-
ogy and, because their skills are transferable, choose their

or city where they are located. They
seek out vibrant, diverse urban centers
that offer access to technology, other
knowledge workers, and lifestyle.”

The economic development game has
changed. Employers now follow the
workers rather than the other way
around. Therefore, communities that
focus on providing a high quality of life
with the energy and vitality created by
urban centers will be much more likely
to attract these highly prized, talented,
and productive workers than communi-
ties of faceless sprawl. Companies that understand the
appeal of these communities are making relocation deci-
sions with these workers in mind. Studies have shown that
increasing employment density increases labor productivity,
generally by reducing commuting times.”

Thus, introducing higher-density projects into a community
will actually increase that community’s revenue without
significantly increasing the infrastructure and public service
hurdens. Blending apartments into low-density communities
can help pay for schools without drastic increases in the num-
ber of students. Diversifying housing options and adding
amenities like shops and offices close by will improve the
quality of life and attract businesses and people that will
strengthen the community’s economic stability. Increasing
density provides a real economic boost to the community
and helps pay for the infrastructure and public services

that everybody needs.

eysleamanl




Higher-density developments lower property values in
surrounding areas.

No discernible difference exists in the apprecia

located near higher-density development and those that are not. Some E

research even shows that higher-density development can increase

property values.

e

pic=

€ precise value of real estate is determine by many factors, and isolating
the impact of one factor can be difficult. Although iocation and school
district are the two most obvious determining factors of value, location
within a community and size and condition of the house also affect value,

Several studies have examined whether multifamily housing has any impact on the
value of nearby singte-family detached houses. These stdies have shown either no

impact or even a slightly positive impact on appreciation rates.
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For instance, one study by the Naticnal Association
of Home Builders looked at data from the American
Housing Survey, which is conducted every two years
by the U.S. Census Bureau and the Department of
Housing and Urban Development. It found that
between 1997 and 1999, the value of single-family
houses within 300 feet of an apartment or condo-
minium building went up 2.9 percent a year, slightly
higher than the 2.7 percent rate for single-family
homes without multifamily properties nearby."

Another study, commissioned by the Family Housing
Fund in Minnesota, studied affordable apartments
in 12 Twin Cities neighborhoods and found “lietle
or no evidence to support the claim that tax-credit
family rental developments in [the] study eroded

19

surrounding home values.
by Harvard University’s Joint
Center for Housing Studies
published in 2003 also confirms
that apartments pose no threat
to nearby single-family house
values, based on U.S. Census
data from 1970 to 2000

Not only is there compelling
evidence that increased density
does not hurt property values
of nearby neighbors: researchers
at Virginia Tech University have
concluded that over the long
run, well-placed marketrate
apartments with attractive
design and landscaping actually
mcreases the overall value of
detached houses nearby.” They

cite three possible reasons. First, the new apartments
could themselves be an indicator that an area’s econ-
omy is vibrant and growing. Second, multifamily
housing may increase the pool of potential future
homebuyers, creating more possible buyers for exist-
ing owners when they decide to sell their houses,
Third, new multifamily housing, particularly as part
of mixed-use development, often makes an area

more attractive than nearby communities that have

fewer housing and retail choices.®

Highor-Dansily Bovelopmant

And a long-term study
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Concerned citizens should use the entitlement process to demand high-quality

~ development in their communities while understanding that density and adjacent
property values are not inversely related. Higher-density real estate developers
and investors in higher-density real estate need to appreciate the fact that most
Americans’ wealth is held in their home equity. Therefore, changes in property
values can have very real consequences to existing property owners. Likewise,
homeowners would benefit from knowing that developers make a substantial
financial commitment when investing in new higher-density projects, This invest-
ment is an incentive to make the project successful, which can give the commu-
nity leverage in working with the developer. Such interrelated and overlapping
economic interests among these stakeholders make it all the more likely that a
mutually beneficial agreement can be reached. Such an agreement can result in
a project that enhances the existing community, ensures the appreciation of resi-
dents’, developers’, and the local government’s financial interests, and addresses
the needs of current and future residents of the community and region.




ost people assume that higher-density development generates more traffic than low-
~ density development and that regional traffic will get worse with more compact devel-
. opment. In fact, the opposite is true. Although residents of low-density single-family

- communities tend to have two or more cars per household, residents of high-density
apartments and condominiums tend to have only one car per household.” And according to one
study using data from the Natdonal Personal Transportation Survey, doubling density decreases the
vehicle miles traveled by 38 percent.™
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The reason is that higherdensity developments make for more walkable neighbor-
hoods and bring together the concentration of population required to support pub-
lic transportation. The result is that residents in higher-density housing make fewer
and shorter auto trips than those living in low-density housing.” Condominium and
townhouse residents average 5.6 trips per day and apartment dwellers 6.3 car trips
per day, compared with the ten trips a day averaged by residents of low-density com-
munities. (A trip is defined as any time a car leaves or returns to a home.)

Increasing density can significantly reduce dependency on cars, but those benefits
are even greater when jobs and retail are incorporated with the housing. Such
mixed-use neighborhoods make it easier for people to park their car in one place
and accomplish several tasks, which not only reduces the number of car trips
required but also reduces overall parking needs for the community. But if retail
uses are to survive, they must be near households with disposable income. Having
those households within walking distance of the shops builds in a market for the
stores. One study indicates that in some markets, 25 to 35 percent of retail sales

must come from housing close to shops for the shops to be successful.®
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With a typical family now making more car trips for family, personal, social, and
recreational reasons than for commuting to work,” reducing the mumber of
noncommuting trips takes on greater importance in the battle to reduce traffic
congestion and parking problems. A case study in Washington, D.C., found thar
workers in dense downtown Washington made 80 percent of their mid-day trips
by foot while suburban workers wade 67 percent of their mid-day trips by car®
Although a suburban office park would never reach the density levels of a down-
town area, planners can siill reduce the auto dependency of suburban office work-
ers by using some of the same design techniques. Concentrating density around

suburban offices, allowing and encouraging retail and restaurants in and near
the offices, and planning for pedestrian and bike access can all reduce the
number of lunchtime car trips required by office workers,

Higher-density mixed-nsed developments also create efficiencies through shared
parking. For example, office and residen tial ngses require parking at almost exact
opposite times, As residents leave for work, office workers return, and vice versa, In
addition, structured parking becomes feasible only with higher-density developments,

Higher-density development also makes public transit more feasible. When 4 com-
munity that includes residences, shops, and offices reaches a certain threshold of
density, public transit-shuttles, bus service, trams, or light rail becomes an gption
for residents. It is estimated that a mrinimum density of seven dwelling units per
acre is needed to make iocal bus service feasible with an intermediate level of
service.™ Light rail needs a minimum density of nine dwelling units per acre to

be feasible.® When a community can take advantage of these options and increase
the transportation choices for residents, relief is greater as total car dependency is
further broken. $nch choices are impossible for low-density developments.

o




Higher-density development leads to higher crime rates.

those at lower-density developments.

= eople sometimes associate density with crime, even though numerous
studies show that no relationship exists between the two. A study in Irving,

Texas, using geographic information systems and crime statistics, found no
link between crime and density. Tn fact, it found that single-family neigh-
borhoods are “not all associated with fower crime rates.” Another study conducted
by the University of Alaska found no relationship between housing density and

crime in Anchorage.™
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Arizona researchers found that when police data are analyzed per unit, apartments
actually create less demand for police services thar a comparable number of single-
family houses. In Tempe, Arizona, a random sample of 1,000 calls for service showed
that 35 percent originated from single-family houses and just 21 percent came from
apartments. Similarly, a random sample of 600 calls for service in Phoenix, Arizona,
found that an apartment unit’s demand for police services was less than half of the

demand created by a single-family house *

One reason for the misperception that crime and density are related could be that
crime reports tend to characterize multifamily properties as a single “house” and
may record every visit to an apartment cornmunity as happening at a single house.
But a multifamily property with 250 units is more accurately defined as 250 houses.
To truly compare crime rates between multifamily properties and single-family
houses, the officer wonld have to count each household in the multifamily commu-
nity as the equivalent of a separate single-family household. When they do so, many
find what the previous studies prove: that crime rates between different housing
types are comparable,

Higher-density developments can actually help reduce crime by increasing pedestrian
activity and fostering a 24-hour community that puts more “eyes on the street™ at

all times. Many residents say they chose higherdensity housing specifically because
they felt more secure there; they feel safer because there are more people coming
and going, making it more difficult for criminals to act without being discovered.
This factor could explain why a ULI study of different housing types in Greenwich,
Connecticut, shows that higherdensity housing is significantly less likely to be bur-
glarized than single-family houses,* The relationships ameng design, management,
and security became better understood in the past few decades with the publication
of several seminal works, inchuding Defensible Space: Crime Prevention through Urban
Design by Oscar Newman™ and Fiang Broken Windous: Restoring Order and Feducing
Crime in our Comanunities by George Kelling and Catherine Coles.” Many new higher
density developments include better lighting plans and careful placement of buildings
and landscaping to reduce opportunities for ctime, contributing to a safer community.

With the emergence of better-quality designs, higher-density mixed-use develop-
ment is an attractive and safe addition to a community, one that is increasingly
attracting a professional constitnency seeking safety features. In fact, the luxury
segment is one of the fastestgrowing components of the multifamily industry.*
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Higher-density development is environmehtally more
destructive than lower-density development.

\t increases air and water pollution and destroys natural
banizing greater swaths of land.

ow-density sprawl takes an enormous toll on our air, water, and land. The

United States is now losing a staggering 2 million acres of land a year to
haphazard, sprawling development.® More than 50 percent of Americans
ive in places where the air is unhealthy to breathe,* and childhood asthma
and other respiratory diseases are on the rise. Almost half the damage to our
streams, lakes, and rivers is the result of polluted runcff from paved surfaces.

It is ineflicient land use, not economic growth, that accounts for the rapid loss of
open space and farms. Since 1994, housing lots larger than ten acres have account-
ed for 55 percent of the land developed.” This loss of land ofien causes unexpect-
ed economic challenges for rural communities, where farmland, forests, ranchland,
and open space tend to be the economic drivers that attract businesses, residents,
and tourists. L.ow-density sprawl compromises the resources that are the core of
the community’s econonty and chatacter. The majority of American homeowners
think it is important to stop these trends. In fact, 76 percent of local ballot initiatives
related to land conservation passed in November 2004, making $2.4 billion in fund-
ing available for protection of parks and open space.* But purchasing land is only
part of the solution and not always an option for financially stapped governments.

Higher-density development offers the best solution to managing growth and pro-
tecting clean air and clean water. Placing new development into already urbanized
arcas that are equipped with all the basic infrastructure like utility lines, police and
fire protection, schools, and shops eliminates the financial and environmental costs
of stretching those services farther and farther out from the core community. Com-
pact urban design reduces driving and smog and preserves the natural areas that
are assets of the community: watersheds, wetlands, working farms, open space, and
wildlife corridors. It further minimizes impervious surface area, which causes ero-
sion and polluted stormwater runoff. Two studies completed for the state of New
Jersey confirm that compact development can achieve a 30 percent reduction in
runoff and an 83 percent reduction in water consumption compared with conven-

tional suburban development.®
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Many communities employ techniques such as infill and brownfield development
to transform unused, abandoned lots into vibrant, revenue-generating components
of the community. Some create direct incentives for higher-density development,
The city of Austin, Texas, for example, created a program that rewards developers
for locating projects in the city’s existing neighborhoods and downtown. Others
award points for a variety of atributes, such as transit access, the redevelopment of
empty lots, and an increase in pedestrian facilities. By employing standards for fac-
tors like open space, dense development, and impact on water quality, communi-
ties can facilitate good urban design that preserves natural resources.

Although a well-designed higher-density community offers residents a higher-
quality environment, poorly planned sprawl does the opposite. Because low-density
sprawl gobbles up so much land through large-ot zoning, it ends up destroying the
very thing most people moved there for in the first place—the natural areas and
farmland. It {orces people to drive longer distances, increasing regional air quality
problems. The average American man spends 81 minutes behind the wheel every
day, while women average 63 minutes. And surveys show that the time spen( driving
has been consistently increasing every year.” The national road network, currently
at 4 million miles according to the U.S, Department of Transportation, is still grow-
ing at an alarming rate, mainly for the purpose of connecting new low-density sub-
urbs back to core communities. Along with the water and air pollution, construe-
tion of these highways perpetuates the cycle of sprawl, fragments wildlife habitats,
and dries up a community’s financial coffers,

Increasing density not only improves air and water quality and protects open
space but also redirects investments to our existing towns and cities. It can
revitalize existing communities and create more walkable neighborhoods with
access to public transit and hiking and biking trails. Pedestrian-friendly higher
density developments offer general health benefits as well. Mixed land uses give
people the option to walk and bike to work, shops, restavrants, and entertain-
ment. The convenience of compact communities may help fight diseases related
to obesity."” Higher-density communities are vital to preserving a healthy environ-
ment and fostering healthy lifestyles.

Both and Fast
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Higher-density development is unattractive and does
not fit in a low-density community.

velopment attracts good residents and tenants and fits into

existing communities.

and showcase architecture have created a sense of place in areas previously known -
only for faceless, uninteresting low-density development. The enduring appeal
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and desirability of clder and more gracious higher-density neigh-

borhoods—Georgetown in Washington, D.C., Beacon Hill and
Back Bay in Boston, and Lincoln Park in Chicago—attest to the
fact that some of the more desirable neighborhoods in America
historically have been of higher density than that found in typical

outer suburbs.

This return to the design principles of the pastis at the core of the
new urbanist movement that took hold in the 1990s. The move-
ment grew as many people came to miss the sense of community
that was created by the mixed-density and mixed-use communities

of the past. They realized that low-density subdivisions isolated

their ovmers not only from pedestrian access to shops and offices
but also from their neighbors. The growing sense of social alien-
ation, highlighted in books like Robert Putnam’s Bowling Alone,®
has led many back to the comfort of communities that are a
reminder of the places where many of us grew up. These new
communities combine the best design ideas of the past with the
modern conveniences of today to provide residents with what has

been missing from many sprawling areas—a sense of community.

Today’s developers, architects, and planners know
that to attract customers and to secure zoning
approvals and community acceptance, they must
produce attractive and innovative properties that
complement their surroundings. Design profession-
als are driven to produce projects that meet users’
demands, understand and respoad to the context
of a site, enhance its neighborhood, and are built
to last.¥In fact, attendance at a recent American
Institute of Architects—sponsored conference on
density far surpassed expectations, speaking to the
interest among land use professionals in addressing

the design issues associated with density.™

It is plavsible that the high level of citizens’ oppositien
to density may be based on an outdated notion of what
higher-density development looks like. A University

of North Carolina study revealed that when given a

choice between two attractively designed cormmunities,
one higher density and the other low density, the majority preferred
the higher-density option.” Other visual preference surveys con-
firm that there is an almost universal negative reaction to the visnal
appearance of commercial strip sprawl and an almost universal posk
tive reaction to traditional town-like communities of the past, com-

52

munities that almest invariably included a mix of densities and uses,
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hen many of us think of the American Dream, we envision married

L 4
i

couples with children living in single-family detached houses in

the suburbs. The notion is that the only people who want to live

: in higher-density areas are those who cannot afford a traditional
house with a back yard or who want to live in the middle of the city. Both percep-
tions are flawed.

This country’s population is changing, and so are its real estale preferences. These
lifestyle changes have significant implications for suburban development. For ihe
first time, there are more single-person househelds (26.4 percent) than married-
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couple-with-children households (23.3 percent).” The groups growing the fastest,
people in their mid-20s and empty nesters in their 50s, are the groups most likely
to look for an alternative to low-density, singlefamily howsing.™

A growing number of Americans are redefining their American Dream. They are
seeking a more convenient and vibrant lifestyle. And while some seek this lifestyle
in cities, many others seek the same lifestyle in the suburbs, According to a 2002
study by the National Association of Home Builders, more than half the renters
questioned said they wanted to live in the suburbs.® Moreover, a national survey
of homebuyers' community preferences found that nearly three-quarters of all
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buyers prefer to live in a community where they can walk or bike to some desti-
nations.” The 2001 American Housing Survey further reveals that respondents

cited proximity to work more often than unit type as the leading factor in housing
choice ™ These surveys confirm that many people prefer the suburbs but want the
amenities traditionally associated with cities, including living close to work.

With the continuing decentralization of cities and the tise of suburban communi-
ties with urban-like amenities, reany people find that they can live and work in the
suburbs with all the attributes of suburbia they desire without giving up walkability
and convenience. A recent study confirms that in many regions, more office space
is located in suburban Jocations than downtowns,™ providing an opportunity for
people to live near their jobs. Communities and developers that have recognized
and responded to the dual wends of decentralized offices and a growing desire
for a more convenient kifestyle have been rewarded. Well-placed mixed-use, higher-
density developments in the suburbs are increasingly popular, creating a new
sense of place.

Communities are being developed using the best concepts of traditional commu-
nities—smaller fots, a variety of housing types, front porches and sidewalks, shops
and offices within walking distance, and public transit rearby. Communities like
Celebration in Florida and King Farm in Marytand have been so popular with the
homebuying public that past worries over whether the demand exists for them have
been replaced by concerns about their rapid price appreciation, putting them out of
the reach of all but the highestincome households. Today's real demographic and
lifestyle changes are inspiring a return to traditional development styles that offer
walkable, hikeable, and more dynamic communities that puf residents closer to
shops, offices, and parks.
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households.

s choose higher-density housing.

tifamily housing is not the housing of Iast resort for households un-

= able to afford a singlefamily house. Condominiums, for instance, are

¢ ofien the most sought after and highly appreciating real estate in many

s

e
T

rapidly expanding. Most people are surprised to learn that 41 percent of renters

%% urban markets. The luxury segment of the apartment market is also

say they rent by choice and not out of necessity, and households making more than
$50,000 a year have been the fastestgrowing segment of the rental market for the
past three years.* Multifamily housing throughout the world has historically been
the housing of choice by the wealthiest individuals because of the access and con-
venience it provides. From Manhattan to Miami to San Francisco, higher-density
housing has been prized for the amenity-rich lifestyle it can provide.

Higher-density development can be a viable housing cheice for all income groups
and people in all phases of their lives. Many financially secure baby boomers, who
have seen their children leave the nest, have chosen io leave behind the yard
maintenance and repairs required of a single-family house for the more carefree
and convenient lifestyle multifamily housing provides. Interestingly, their children,
the echo boomers, are entering the age where many will likely live in ruldtifamily
housing. Just starting careers, many are looking for the flexibility of apartment liv-
ing to follow job opportunities. Their grandparents, likely on a fixed income, may
also prefer or need to live in multifamily housing as physical limitations may have
made living in a singlefamily house too challenging.

Providing balanced housing options to people of all income groups is important
to a region’s economic vitality. The availability of affordable multifamily housing
helps attract and retain the workers needed to keep any economy thriving. In
many American towns and cities, rapidly rising house prices are forcing working
families to live farther away from their jobs. In fact, the lack of affordable housing
is mentioned as the number one problem facing working families today®

Higher-density housing is only for IoWer-income
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As the problem of attordability worsens, workers on the lower end of the salary
scale may move to more affordable cities, leaving a labor shortage in their wake,
Such shortages make a region less desirable as an employment center. According
to PricewaterhouseCoopers, access to a large and diverse labor pool is the most
important factor in making corporate decisions on locations.” Communities that
do not provide housing for all income groups become less desirable corporate
locations.
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