




ARlzONA REGISTRAR OF CONTRACTORS 

 

Dear Residential Owner/Builder, 

The Registrar of Contractors would like to inform you of the existing laws that may affect you if 
you are either contemplating or in the process of performing construction on a house or residence. 
Arizona Revised Statutes (A.RS.) § 32-1121(A)(5) (the "Owner/Builder Exemption") provides an 
• exemption in Arizona's licensing law that allows residential property owners to perform the work:

A. Themselves, OR
B. Jointly with their own employees, OR
C. With duly licensed contractors.

However, the Owner/Builder Exemption does not apply if the structure or group of structures, including 
improvements, is intended for sale or rent. As an additional requirement, the construction project must be 
intended for occupancy solely by the owner. 

If the property owner offers the structure(s) or property for sale or rent within 1 year of completion or 
issuance of a certificate of occupancy, then the Owner/Builder Exemption does not apply and the property 
owner maybe charged with contracting without a license in violation of A.RS.§ 32-1151. 

A property owner that undertakes a residential construction project under the Owner/Builder Exemption 
should also review other applicable federal, state and local rules regarding the duties, rights, and 
obligations of employers and employees, as the Owner/Builder Exemption does not relieve the property 
owner from complying with these laws. Specifically: 

A. Most employers must have federal and state employer identification numbers and pay
unemployment compensation insurance.
B. Most employers must deduct social security and federal income taxes from an employee's pay
check and file quarterly or annual reports.
C. Owner/Builders should also determine if their homeowner' s insurance policy offers sufficient
liability coverage, should the worker(s) be injured while performing work on the project.

Owner/Builders should contact the appropriate governmental agencies to ascertain their obligations when 
_ employing individuals. 

You should be advised if you choose to maintain your own employees, the Registrar's office may not 
have jurisdiction in the event you file a future complaint, in which case you may not be eligible for the 
residential recovery fund. 

If you have questions, please contact the Registrar of Contractors office at ( 602) 542-1525. Thank You. 
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ARE OWNER-BUILDERS TAXED? 
 

Under certain circumstances, owner-builders who are improving real property for 
themselves may or may not be the party liable for paying sales tax on the 
construction.  A homeowner who is building his own principal residence is not 
normally the liable party.  Each of the contractors or suppliers who provide materials 
and/or services are liable based on their income from the job. 

 
However, the owner-builder may be liable for some additional tax if the property is 
offered for sale or sold prior to occupying the home for at least six (6) months after 
completion.  Many Owner-Builders become Speculative Builders and are subject to 
tax based on the sales price of the real property. 

 
A Speculative Builder is defined as: 

1.  An Owner-Builder who sells or contracts to sell1 at any time, improved real 
property (as provided in Section·3.16-416) consisting of: 

 
A. custom, model, or inventory homes regardless of the stage of 

completion of such homes; or 
 

B. improved residential or commercial lots without a structure, or 
 

2.  An Owner-Builder who sells or contracts to sell improved real property, other 
than real property specified in (A) and (B) above: 

 
A. prior to completion, or 

 
B. before expiration of twenty-four (24) months after the 

improvements of the real property sold are substantially complete. 
 

An Owner Builder who is building a commercial structure for sale is liable for tax 
based on the property's sales price.  If the property is not sold within 24 months of 
the date it was completed, the tax is due on the 25th month following completion 
and is based on the cost of construction. 

 
The liability for Speculative Builders occurs at the close of escrow or transfer of 
title, whichever occurs  earlier.   Certain exclusions, exemptions, and deductions may 
be subtracted from the gross income to arrive at the taxable income.   Owner­ 
Builders and Speculative Bui lders  are encouraged to consult their tax professional 
for calculation of the tax liability.  · 

 
Please contact the City of Bullhead City Finance Department at (928) 763-9400 if 
you have questions. 


