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SUMMARY

The Arizona Supreme Court held that Maricopa County's surcharge on car-rental agencies does not

violate the dormant Commerce Clause or Arizona's constitutional anti-diversion provision. The court

concluded that the surcharge was imposed evenhandedly and that revenues from it were not derived

from fees, excises, or license taxes relating to the operation or use of vehicles on public highways. The

court reversed and remanded, while affirming the court of appeals' judgment in favor of the Arizona

Department of Revenue and the Tourism and Sports Authority.
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The Arizona Supreme Court granted review of a court of appeals
decision reversing the Arizona Tax Court's judgment for Saban in a
class action challenging a car-rental surcharge. The parties had filed

cross-motions for summary judgment.

De novo review of constitutional questions, statutory construction, and

grants of summary judgment.
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QUESTIONS PRESENTED

1. Whether the car-rental surcharge was enacted with discriminatory intent or otherwise violated the

dormant Commerce Clause.

2. Whether the surcharge was a fee, excise, or license tax relating to the operation or use of vehicles on
public highways or streets under article 9, section 14 of the Arizona Constitution, such that its revenues

had to be spent on highway and street purposes.

HOLDINGS

1. The car-rental surcharge does not violate the dormant Commerce Clause because it is imposed
evenhandedly on resident and nonresident car-rental agencies and customers without differentiating
between in-state and out-of-state economic interests. The fact that nonresident visitors may bear most of

the economic burden does not establish discriminatory intent.

2. The car-rental surcharge does not constitute a fee, excise, or license tax relating to the operation or use
of vehicles on public highways or streets. The phrase refers to taxes or fees imposed as a prerequisite to,
or triggered by, the legal operation or use of a vehicle on a public road; a surcharge imposed on the

business of renting vehicles does not meet that definition.

KEY QUOTATIONS

“In sum, “fees, excises, or license taxes relating to . . . the . . . operation, or use of vehicles” are ones imposed

as a prerequisite to, or triggered by, the legal operation or use of a vehicle on a public road.” ( 39)

“Discrimination “means differential treatment of in-state and out-of-state economic interests that benefits the
former and burdens the latter.”” (9 12)

FACTUAL BACKGROUND

Maricopa County voters approved a surcharge on car-rental companies leasing vehicles for less than one year,
calculated generally as the greater of $2.50 per rental or 3.25% of gross proceeds or income. The revenues fund
the Maricopa County Stadium District and the Arizona Tourism and Sports Authority, and rental companies may
pass the surcharge to customers. Saban paid the surcharge, primarily for rentals to local residents, and challenged

it under the dormant Commerce Clause and Arizona's constitutional anti-diversion provision.

PROCEDURAL HISTORY

Saban sought refunds and injunctive relief after the Arizona Department of Revenue denied its refund request.
The Arizona Tax Court certified a class, granted summary judgment to Saban on the Arizona Constitution's anti-
diversion provision, rejected its dormant Commerce Clause claim, and ordered refunds. The court of appeals
held that the surcharge violated neither provision and remanded for judgment for the Department and AzSTA.
The Arizona Supreme Court affirmed the court of appeals, reversed the tax court, remanded for entry of

judgment for the defendants, and vacated the refund order.



DISPOSITION

reversed_and_remanded

REMAND INSTRUCTIONS

Reverse the Arizona Tax Court's judgment in favor of Saban and remand for entry of judgment in favor of the

Arizona Department of Revenue and the Tourism and Sports Authority, together with any further proceedings

consistent with the opinion. Vacate the tax court's refund order.
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