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Dillingham

Population

1.269

Fairbanks, City 30,662

(Fairbanks Boro

Haines, City

Haines Bourough

Kenai, City

(Kenai Borough

Kodiak Island

Borough

Ketchikan Boro
(Ketchikan City

North Pole

Palmer

Petersburg

Neraa

Sitka

Soldotnn

Viadl

1,366

1,926

5,364

A,960

11.490
7,928

461

1,859
2,126
2.585

7,650

2.586

3,12

Sales Tax
Race

37,
37,
27)

37.

17.

9

157.
2.57.)

5%

Discount or
Return to
Exemptions Collectors
$1,000 maxinun single sale
Out of town sales by rail order

Food, drugs, building materials
Maxima $30 tax on any single item
Salaries & wages none
Casual sales, rentals & services

Sales, rents, services less than $100/no.
Insurance,

Medical, dental fees ft medicines

Funeral services and materials

Wharfages ft cargo handling charges
Wholesales

SE Alaska State Fair sales ft services to
Sales to goverrment

none

Casual, sales, rentals & services

Hospital, ircdical, dental services
ft medicines

Sales, svs. ft rentals to religious organizations

School cafeterias

Subscriptions to newspapers & magazines

Sales to government

Dues or fees to clubs, unions

Sales of animal food, seed and fertilizer

to farms

Property sales and realator services

$500 meximum single sale

none

Salaries  wages 27,
$500 maxima single sale

Same as for Kenai, plus

Transportation charges of airlines & steamships
Banking, savings & loan, credit union services
Certain sales for resale

none none
Senior citizens excapt from paying sales tax
Rentals; casual sales of personal property none

mxiical services and medicines

Sales by charitable organizations

School cafeterias

Subscriptions of newspapers ft magazines

Sales to government

Feed for farsuse

Services under. t
Real F.state sales

Flmeral services; Nursery services

Senior citizens get $60.00 annual rcbato
Coverment agencies none
All coats on one major piece of equipment

whose value is over $1,000, e.g., cars, tractors.

Single sales over $1,000 none
Medicines, rent, new construction none
Sales to g iverrment

Senior citlzenourchasea $100/quartcr
Others as per ordinance

Single sales over $500 none

Churches and government agencies

$5fo.

Sales Tax
Gross Revs.

$214,624.

$6 million

$217,968

$ 80,532

$1,016,029

$1,350,000

$930,000

$250,000.

$330,000

$600,000

$600,000

$1,500,000

$323,894

$443,521

7. of Total
Revenues

13.52ft

17.467.

11,417.

697.

327.

8.867.

507.

427.

271.

7, of Budgetted
Expenditures
18.527,
397.

23.477.

10.487.

8.887.

377.

297.

307.

7. of Revs frcm
Food.Rent,Energy

517.

Presently
Exenpted

Rent - 4.187.
Food - 25.99!".

Energy 9.727.
wm .

25-:.,.

$200,000

$93,000 food
$31,000 heat

60-707.

Sales Tax
Dedication

Capital improvements
& equipment
$30,000 to school district
17. general fund
27. capital improvements; debt so

2/3 to capital improvements
1/3 general administration

Haines Borough:

Retirement of principal &
interest on school construction
bonds

17. general fund
17. debt service
17. capital ijrprovonencs

None

None

None, except that sales tax
is pledged to back up revenue
baids for Industrial Park

.57. to general aehinistration
remainder to specified purposes
None

2ft education
27. general admin.

None

807. to schools, health,
sanitation ft street const.



Sample effect of HB 578 (

Dillingham $8,600 per year

Kenai City 21,000

Palmer 16,000 (equal to .5 mil property tax)

Juneau 127,600

Arguments against*

11

Sales tax and property tax are the only two revenue sources which
may be varied and controlled by the council,

Losres would have to be made up by property taxes.
Flat 5% would lead to inequities because of difit.."ing types of sales,
e,0-, candy bars vs automobiles;, and differing means of accounting,

some worth more time than others,

large collectors such as grocery stores reap a large benefit whereas
small businesses may get very little

Some mjrvicipalities have limited the number cE exemptions and therefore
figuring the return is fairly simple,

This should be a perogative of the local area.



HOUSE BILL 578, SUGGESTED AMENDMENTS

1. Change 5% to 3% in lines 13 and 18.
2. Add "...or $100.00 whichever is less."
3. Delete percentage and substitute "...a sum equal to $100.00 per quarter."
4. Local Option.
Sec. 1 AS 29.53.415 language changed

(e) The assembly of a home rule or general law borough which levys
a sales or use tax as authorized under this section may,
by ordinance provide for compensation to personsrequired by
the assembly to collect, account forand transmit theproceeds
of the tax.

Same for Sec. 2 (b). Delete Sec. 3.

5. Majority Vote. May opt out.

() A municipality may exempt itself from the requirements of
subsection (e) if a majority of the voters voting on the
question at any regular election, as defined by AS 29.78.010(14),
or a special election called for that purpose, vote to exempt
the municipality from the requirements of this subsection.

6. Majority Vote. May opt in.

Rewrite the bill for AS <=9.53.420 Referendum, adoption & modification.
AS 29.53.420 is amended to add a new subsection (¢)

(c) At the time of a referendum vote on the question of levy of
sales or use taxes or at any regular or special municipal
election, the assembly may by ordinance place upon the ballot
the question of allowing collectors of sales tax to retain
a given percentage or a specified amount for the service of
collecting the sales or use tax for the borough.



CITY OF KODIAK
ORDINANCE NO. 497

AN ORDINANCE OF TitE CITY OF KODIAK MODIFYING
THE MUNICIPAL, SALES TAX

EE IT ORDAINED by the Council of the City of Kodiak,
Alaska, as follows:
SECTION 1. Chapter 3.08 of the Kodiak City Code is
hereby repealed and re-enacted to read as follows:
CHAPTER 3.08
SALES TAX
Sections

Levy of Sales Tax.

Accrual and Collection.

In:tall ment Poyments.

General Exceptions.

Exenption of Sales for Resale.

Certificate of Exemption.

Revocation of Ccitificate of Exemption.

Tax col lector.-RcgiGtiation Certificate.

Addition of Tax.

Assumption of Tax Prohibited,

Tax_ Schedule.

Maximum Tax.

Title to Tax Proceeds.

Salas Tux Returns.

Credit for Taxes.

Administrative Costs and Reimbursements.

Penalty and Interest.

Doterm.'nation of Exemptions,

failure to Collect Taxes.

Preservation of Records.

Estimated Tax.

Returns Confidential.

Recovery of Taxes.

Lion to Secure Payment of Tax.
2.00.250 Foreclosure Against Real Property.
3.08.260 Collection by Distraint and Sale.
3.00.270 Prohibited Acts and Penalties.
3.30.280 Definitions.

3.00.010 Levy of Sales Tax.

A. A sales tax of three percent (3%) of the 3alcs
price or charge is hereby levied on all &alco, rentals and
services made within the City of Kodiak.

B, For purposoG of the 'ax levied by this section, a
sale of tangible personal property io made within the City of

Kodiak if:

Ordinae No. 497
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1. The sale is made by a business located
within the city and deliveiy occurs within the
city.

2. The sale is made by a business located
within the city, the order is received or
solicited within the city or payment is received
within the city, and deliveiy is made'to a
purchaser on or adjacent to the road systen
wit' in the Kodiak Island Poiou.jh.

3. The sale is made by a business located
outside of the city as a result of solicitation
inside of the city and payment or delivery occur
within the city.

C. The tax levied by this section is applicable to
all services rendered within the city, notwithstanding the fact
that the business may be located outside of the city or that
solicitation or payment may have occurred outside the city.

D. The sales tax on rentals is applicable to rentals
for all real property located within the city and to rentals of
personal property from a bucinese within the city.

3.00.020 Accrual and Collection. Sales taxes imposed
by this chapter are due and payable by the buyer at the time of
payment for the purchase, service or rental, and arc delinquent
if not paid when due. Every person making sales or rentals, or
rendering Gecrviccs that are taxoblc under this chapter shall
collect the taxes from the purchaser at the time of the sale,
rental or service, or with respect to credit transactions, at
the time of collection of the sale price, rental or service
fee, and shall transmit the monies collected on a quarterly

basis to the city.

Ordinance No. 497
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3.0>:.0%i0 frr.1.)1jriril fl-yn.inl.::;.  Midi the payments
for a purchase, rental or service are made on an installment
basis, the entire sales tax shall be collected from the down-
payment, or if a downpayment is not made or is insufficient to
pay tne Lax, then from the entire first installment payment or
payments until the tax is paid.

3.06.040 General Exemptions. The following classes
of sales, rentals and services are exempt from the tax imposed
by this chapter:

A. Casual and isolated sales and rentals of personal
property, ar.d services not rendered in the regular course of
business of the seller.

B. Medical services performed by licensed medical
doctors, dentists, osteopaths, optometrists, psychiatrists,
psychologists and chiropractors; sales of medicinal prepara-
tions and drugs prescribed by medical doctors; and hospital
services.

C. Sales, rentals and services to ruligious and
charitable organizations as defined in section SOI(c)(3), (=)
and (1) of the Internal Revenue Code, for the conduct of regular
religious or charitable functions and activities, and not for
the support or maintenance of the general membership or for
communal living.

D. Sales of food in school cafeterias and lunch
rooms that are operated primarily for students.

E. Sales and services by nonprofit schools and
student organizations within schools for support of the school,
organization or extra curricular activities or events.

F. Sales, rentals and services to the United States,
the State of Alaska and any agcncios or political subdivisions

thereof.

hi >;iliinh 1o, 407
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C. Ciues or fees to clubs, labor unions and fraternal
organizations.

Il.  Subscriptions to newspapers and periodicals.

l. Sales of animal food, seed, plants md fertil-

izers to farmers or ranchers for farm use.

J. Sales of insurance and bonds of guaranty and
fidelity.

K. Funeral charges.

L. Transportalion charges of commercial airlines or
steamship companies.

M. Services rendered by banking or savings and loan
institutions, or credit unions.

N. Services rendered by an employee to an employer
in the normal course of employment.

0. Sales, rentals and services which the city
prohibited from taxing by the constitution or lav3 of the
United States or the State of Alaska.

p. Retail sales in dining rooms or cafeterias of
food furnished by nonprofit organizations under programs wholly
or partially supported by government funds.

Q. Nursery and babysitting services.

R. Long distance transmission or telephone and
telegraph messages.

3.08.0i0 Exemption of Sales for Resale.

Tho following sales of property and services are
exempt from the sales tax:

A. Sales of property to wholesale dealers
located in tho city, who deal in property of the type cold, for
tho purpose of a subsequent sale by such dealer ir. the city.

B. Salos to retail deaiors located in the

city, who deal in property of the type sold, for the purpose of

Oi.diiiniieu No. 4D7
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a subsequent retail sale by such dealer in tho city, which sale
will be subject to the tax imposed by this chapter.

C. Sales of tangible personal property to a
person er.gjged in manufacturing within the city of products
sold primarily within the city, which property in converted
into nr becomes an ingredient or component part of tho manu-
factured product or a container therefore, or otherwise enters
directly into the manufacturing process.

u. Sales to a building or construction con-
tractor or subcontractor, for use on a project within the City
of building materials, supplies and other tangible personal
property to be incorporated or used as component parts of a
completed structure, driveway, landscaping and other portions
of the project and services utilized directly in the construc-
tion, erection, landscaping and similar work on the project.
This exemption shall not apply to tools, equipment, fuel,
clothing, food and similar items of property utilized but not
incorporated into a project.

3.08m Oti) iVrt.i fio.-ite of exemption.

A. A person entitled to tho exemption under sub-
sections C or t of section 40, or section 50 of this chapter
shall apply to the city for a certificate of tax exemption
which will be issued, without charge, to qualified persons. Tho
application shall be submitted on a form provided by the city
clerk and shall contain the name, address, type of organization,
the section under which the exemption is claimud and such other
information as is required bj tie city clerk. Duplicate ccrtifi
cates will be issued on request.

B. A construction contractor or subcontractor request
ing exemption under section 50 D must apply for, und obtain,

separate certificates of exemption for each building projecc,
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and the application and certificate shall reflect the ccrrect
location of the project by legal description and any ether
commonly recognized address. Sash certificate of exemption
shall bo valid only for a specific tea:nose- from which catena;*,
supplies and other property are purchased or cervices crtamed
ond the application for such certificate shall be signed by
both tho person seeking the,exemption and the authorized repre-
sentative of the business from which the property or cervices
will be obtained.
C. The certificates of exemption sr.all re valid
a period of one year ard the expiration date shall be printed
on the face of the certificate, Exemption Curt:ficater. may be
renewed annually, without charge, by completing or. application
form containing infoiraation required :e asses* the continued
existence of the exemption.
3.00.070 Revocation of Certificate of Exemption.
A. A certificate of tax exemption r.uy be revoked by
tho city manager for any of the following acta er omissions:
1. falsification of any statement or informa-
tion in the application for certificate of
exemption.
2. Utilization of the ;ax exempt certificate
for tho purchase or acquisition of non-exempt
property, rentals or services.
3. Knowingly or negligently permitting or
authorizing tho use of the certificate by a
person other than an authorized agent or
employee of tr.o person or entity to whom the
certificate wan issued.
B. Prior to revocation of a certificate, the holder

of the certificate shall be provided with notice of the alleged

Ordinance No. 497
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vi&.c'.of, not less than 10 days prior to tho proposed effective
e-iti: i<.-vcc.ition of tr.e exemption certificate. Tho person
ir entity to whom tho certificate was issued may iequost a
hearing tolore the city murtager regarding the alleged violation
sy filing a written request with tho city clerk prior to tho
efiest.ve dote tor revocation. |If requested, the hearing shall
se held within 20 days after the date of receipt of the request,
and the exemption certificate shall not be revoked prior to the
date of hetrir.g.

C. A decision of the city manager revoking an exemp-
tion certificate may be appealed to the council by filing a
written notice of appeal with the city clerk vilrun 10 days
after receipt of the decision. The hearing on the appeal shall
so scr.eduied before the council at a regular or spuci.il mucting
held within 20 days after receipt of the notice of appeal. The
council nay, in its discretion, hear the matter cither on the
record or de novo. If the appual is heard de novo, no evidence
may be presented before tho counsll which was not presented
before the city manager.

D. If an exemption certificate is revoked, a new
certificate nay not be issued to tho same person or entity for
a period of two years from the date of revocation.

E. Tho revocation provided by this section is an
addition to any other penalties provided by law for the
violations.

3.0B.CBQ Tax Collnctors-Kogistration Cortlficotn.

A. All persons engaged in colling or renting property
or rendering services subject to tho tax imposed by this chapter
shall file an application for a certificato of registration
Witn the lity clerk not later than 10 days after tho effective

date of thiv ordinance, or tho date of commencing business in

the city, or opening of a pl®cv c¢: L-. thv city. A
application for a new c.;.listens not y -ures 7.
collect sales t.. tss shill be icc:: - b... wuvii..z
which the registrant may recover by a oe.icctie:: item the remit-

tance submitted with the first quarterly icturn files, cr if

that return is insufficient, lie b.i.an.v 1 be ivfur.d d.
Those businesses filing sales tax retl:;.- cn *be -tiectivo cite
of this ordinance will automatically lece.ve e it.-;jiszraziin

certificate

B. Upon receipt of a prcperly ..-xecutcd application,

on a form provided by the city clerk, ac;;. punied t; required
deposit, the city clerk shall ismie tca up;.1 t - ceis.iinte
of registration, stating the .iddict.s a: tr.e yi.ice -msihoss

to which it is applicable and authorising such person to collect
tho sales tax. The certificate shall be prommtruly displayed
at the placu of business raruid or. the curtifirifc or if there
is no regular place of business, the ceiuific.ite -hill bi
attached to the stand, truck or other merchandising or service
device.

C. The certificate of registratirn it r.rr.-asrigr.ihle
and nontraiisfcrablc, and r.iuot be surrendered 12 the rity clerk
by tho person or entity to whom it is issued upon coasatnr. of
business at tlie location named in the certificate. If the
business is continued at the sane locution but there ir a
change in its business form, the coitificute .-.rider .taking such
change shall surrender the old certificate to the clerk for
cancellation and tho successor organisation aball apply for a
now certificate of registration. Upon receipt of such appli-
cation properly executed, a rew certificate beating a new

number w ii bu iasued to ouch successor.

Ordinance Ho. 097
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i. When there is a change of address for the Certifi-
cate h,-.leer's pid.ee of business, a now certificate of registra-
nts is required, bearing the same registration number, showing
ti.e iew address.

E. An applicant for a new certificate required to
reflect a c-iu-.ge ia business form or a change of address for an
existin',' certificate holder is not required to post a deposit
with tne application.

3.09.070 Addition of Tax.

A. The tax collector shall add the tax imposed by
th.s chapter to the price or'charge, showing the tux as a
separate and oist'net item. The tax imposed on the sale of
core than one separately priced item may bo shown as a total
tax on the aggregate price of all items purchased and delivered
at one time.

b. The owner or other person pro-idtug products or
services through e coin-operated vending or amusement machine
sr.all collect the tux levied by this chapter and may include
that tax m the fee charged to operate tho machine. Tho alloca-
tion of the payment required to operate tho machine, between
t-e purchase price and sales tax, shall be explained by nu.ice
or marking on the device.

C. A business selling gasoline or deisel fuel
delive/ed to the customer's vehicle in bulk may include th«
sales tax as an extra charge in the metered price for tho fuel
if a notice ia posteo on the meter or pump, or otherwise promi-
nently displayed, explaining the allocation of the total cost
between the charge for tho fuel and tho calcs tax.

D. A businesi engaged in the sale of beverages for
consumption on tho premises may, ih lieu of adding the tax at a

separate Item. A notice shall bo prominently displayed in the

Ordinance llo. 497
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establishment dispensing the beverages espialurr.g the allera- <
tior. of the total price between the charge for the beverage ar.l
the sales tax collected.

E. A business providing fcr-r.ire }aite.ijei' vesicle
transportation services may, in lieu ;f adding the tax as a
separate item, include the tax imposed by enayter in the
charge for the transporttion. A notice shell be yrom.r.er.tly
displayed in each for-hire pasaongtt veh.clc ex;,l.nat:;e
allocation of the total charge between trrnspcrtatrcr. charges
and the sales tax collected.

P. When authorised by this section to be mol-dei
in the price or charge for a product cr cvtvroe, the tix to re
collected and remitted shall be detvr.-.in.d ry .v-ltrplytr.g the
gross receipts from tho services or product by .03 and iividrr.g
that product by 1.03. Notices required'ry this serttcn shill
be provided by the city.

3.06.100 .\:s-.;-rticn of -'ax ? : d. N peis:.-.
may advertise or state to the puslrc, cr re any buyer, tenant
or consumer of property or services, directly or indirectly,
that the tax imposed by chic chapter or any putt thereof will
bo assumed or absorbed by that pcrccn, or that it. will not ie
added to the sales price or charge, cr that rt will be rei-r.iri,
nor may any person assure, absorb or fail to add tr.o tax cr any
patt thereof or refund any tax or fail to eeeear.irely state the
tax to the buyer, tenant or consumer, unless otherwise rcifr-
cally authorized by this chapter.

3.00.110 Tax Schedule. The amrur.t rf the tax re be
added to the purchase price, rental or service charge shall b'i

dotermincd in accordance with tho following schciuK-:

Charge Tidt
uider 25 cents ..WJ'cna
- $ .25 through $ .43 ...3.31

Odinaee H. 497
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taxes collected pursuant to this chiphfrt shall vest .r. t..* city
upon collection by the tax col.ec:.;.
o , ml.Ud.fed riiies * .
f,ﬁ twﬂ é%::.::.'.'.:.'.::.'.'.:.','.:.'.'_:.','.:,'.'_18 A. Each person who culls cr iuree pri.erty, cr

rondols services taxable under this chan;or ir. any quarter

V/or 3.45 i, Continue on niutio r.calc
3.0a.:1"J Haxirwt Taxable Sale. ending March 31, June 30, Sepietivr 3-' and lore: rer 31, fiiill,
A. If the tales price of an item or items or the on or before the last cay of the m.nth t-u.Ctuarr.; trfr ord ::
chirge for rental of any property or performance of any service each, quarter year complete, fig:: uni ill. tr rty i

elceeis C5j0 for a single transaction, that portion of the return for the ptocedira quarter, cpor. ferae it:a . ry tvs

price or charge :n excess of 5900 shall be exempt from the tax city, setting forth the following:
levied by tr.'.s chapter. 1. Theamount received :i ar.ail :a . rentals
t. In dutarmn.ng tne maximum tax payalle with and service-v. re:uer.—". ... ~oe W .J.
2. The amount receives :iv.r.a.-rax.'.flo =-..0s,

leg-ir'i to a singletransaction forthe rendering of services c¢n

asubstantially regjlarbasis, which services are generally rentals and service,;, with a b:jef explanation

repetitive in nature and are to be performed over a period of of the nan-taxable a:ares.

si: 0 under a contract, each period for payment or partial 3. The amount receives fri.r ti/irle isloi.

payment under the contract shall be deemed a separate service rentals and soivicef.

transaction. The maximum tax payable shall bo applicable to 4. Tho ancunt of t-x attributable to the tixrurl

each deemed service transaction with tax payments to accrue and sales, rentals aid services.

sectne payable at the time of filing tho next quarterly return 5. The taxes colleoced.

to ro submitted following receipt of payment for the service. £ Such, other information .mi  vprritr.g peters
C. For purposes of computing the maximum tax, a as the council mav require ir. fepcrtir;
rental of property for a period in excess of one month shall bo form.

ceemod as a series of rentals with each rental transaction U. The taxes collected shall be re.-rtted witn the

terminating as a rental payment is made. The maximum sales tax reporting form after deducting any ec.uiu:etnnve fees tint may
payable shall be applicable to each deemed rental with tax bo allowed by section 3.03.160 of this chapter-.

payr.er.ts to accrue and become payable a. the time of filing the C. If the last day of the .month is a baturia-
next quarterly return to be submitted following receiDt of the Sunday or legal holidiy, tax returns ard remittances, tehee

rental. than those delivered by mail, shall be due cr. or before the

next preceding day on which tho city orriccf are c?for

Qdiner.o Wo. 497 Ordinace Wo. 497
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business. Tax returns and remittances delivered by mail 6ball
be considered ns timely filed if postmarked on the due date or,
if the post office is closed on that day, if postmarked on the
next preceding day that the post office is open for business.

D. A person making sales or rentals, or rendering
services, within the city shall make a return, even though none
of the reported transactions are taxable, unless the person is
a licensed medical doctor, dentist, osteopath, optometrist,
chiropractor, hospital, rcligioUG or charitable organization or
club, or a labor union.

E. A person who fails to timely comply with the
provisions of this chapter relating to tho filing of quarterly
reports and remittance of taxes collected for any two quarters
during a calendar year shall, if required by written notice
from the finance director, file the required reports and trans-
mit collected sales taxes monthly until such time as tha finance
director determipcs that a willingness and ability to comply
with tho requirements of thin chapter has been established.

Monthly reports and remittances shall be due on the 10th day of

each mor.th following the nmonth of collection. Any person may, upon notifica-

tion to the finance
director, file roporte and trancmit taxes monthly.

F. A person doing business within the city for a
period of time that is, or can rcas' ably expected to be, lens
than six months in duration, shall file sales tax returns and
remit taxes on a monthly basin as provided in subsection E

above.

C. A final sales tax return shall be filed and tha

tax due remitted within 15 daya after the date of selling or
terminating a business. The purchaser of the business shall
withhold a portion of the purchase money sufficient to pay any

sale tax', penalties and interest that may ba due until sailer

Odinane No. 97
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displays a receipt from the city evidencing total payment of
the tax, interest and penalties due. |If the purchoscr fails to
withhold the required sum from the payment due to the seller,
tho purchaser shall also be liable for the taxes, penalties and

interest owed by the seller to the city.

3.00.150 Credit for Taxes. A person who has collected

and remitted a tax on a sale, which tax is subsequently deter-
mined not to be due because a refund is granted for returned
merchandise, payment is refuse 1on a check received in conjunc-
tion with a sale, or similar circumstances may take a credit
against future taxes. Proper documentation shall be made
available by the tax collector, on request, to substantiate the
credit taken.

3.08.160 Administrative Co3ts and Reimbursementl. To
compensate scllcro, renters and persons rendering services for
keeping the salon tax records and filing roturns an required by
thin chapter and making prompt remittances, those persons shall
bo entitled to a fco equal to two percent of the amount of the
tax collected, and that amount may be deducted when caking
remittances, provided that the reports and remittances are
received on or bofore the duo date for such reports and remit-
tances. A person filing a report or remitting taxes collected
after the due dateforfeits his right and claim to the fee
provided by this section andshall remit the entire tax duo.

3.00.170 Penalty and Interest.

A. A person who fails to remit taxca collected on or
before tho duo date shall pay, in addition to uic tax duo, a
penalty of ten percent of tho tax that is then due ana unpaid.

Ti. Taxoo that are not remitted to the city when due
shall drav interest from tho date of delinquency until paid at

the rate of eight percent per annum. Interest shall not accrue

L d |
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on the penalty assessed by subsection A of this section, but
shall accrue on the civil penalty assessed by section 190 of
this chapter.

3.08.180 Determination of Exemptions.

A. Every sale of property or service and every
rental made within the city, or rendered or received by a
person within the city, unless explicitly exempted by ordi-
nance, is presumed to be GUbject to the tax imposed by this
chapter.

D. A purchaser, tenant or other person obtaining
property or service who claims an exemption under a provision
of this chapter for which a certificate of .xcmption is required
shall display the certificate at the time of the purchase or
rental and the certificate nu ier shall be noted on the receipt,
invoice or other evidence of tho transaction.

C. A purchaser, tenant or other person obtaining
property or nerviceo who believes the tax has been charged ir.
error may make a claim to the city for refund within 30 days
after the date of ualc.

D. If the finance director denieG a refund of the
tax, tho taxpayer may appeal to tho city manager by filing a
written notice of appeal, within ten days uftor the finance
director's decision, sotting forth all facta relating to tho
claimed exemption. The city manager nhall provide an oppor-
tunity for a hearing within thirty days after the receipt of
tho notice of appeal,

3.00.190 Failure to Collect Taxeu.

A. A person required by thiu chnptor to collect
sales taxes levied, who fails to collect such taxes on taxable
transactions, shall be asuouacd with a civil penalty of double
tho tax that should have boon collected, as determined by an

audit.
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B. If any of the following defenses are established,
the civil penalty imposed by this section shall be waived:

1. The securing, in good faith, of a certifi-
cate of exemption or a statement of eligibility
for exemption from the person against whom the
tax would have been levied.
2. Proof of a belief, based upon advice of
legal counsel or the city finance director that
the sale, rental or rendering of service was not
subject to the tax levied by this chapter,
accompanied by proof of notification in writing
to the city manager based on cuch belief prior

*e to or immediately following the transaction.
3. A reasonable attempt, in good faith, to
collect tho tax from the buyer.

=C. A purchaser, renter or other person obtaining

property or cervices who fails to pay the tax levied by this

chapter on ataxable transaction shall be assessed with acull
penalty of double the taxes that chould have been paid.
D. The civil penalties imposed by thiu section shall

be in addition to any other civil or criminal penalties imposed
by this chapter.

3.00.200 Preservation of Records. Every person
required by this chapter to collect and remit taxes shall keep
and preserve suitable records of the gross r.oles, rentals or
service receipts, together with bills of sale and other perti-
nent records and documents which may be nocessory to determine
the amount of tho tax due under thin chapter and to substantiate
tho information provided in filed returns, Thu recordu required
to be maintained shall bo preserved for not loua than three

years after the remittance of the taxes and shall bo subject to

Ordirence No. 497



examination of the city finance director or any other autho-
rized c-.ioloyee of the city while engaged in reviewing or
auditing the records of any taxpayer required to make a return
under the provisions of this chapter. The city shall give
written notice of intent to conduct an audit under this section,
not less than five days prior to the audit.

3.03.210 Estimated Tax. If the city is unable to
ascertain the correct tax to be paid by a seller because of the
failure or refusal of the seller to file a return, keep accurate
records or allow their inspection, or because a return has been
falsified, the city may prepare an estimate of tho tax due
based on any information that nay be available. Notice of the
estimated tax shall bo provided to the seller and shall become
final for the purpose of establishing tho tax liability unless
the seller, within thirty days after receipt of notice of the
estimated tax, files an accurate return supported by records
determined by the finance director to be satisfactory, estab-
lishing a lesser liability.

3.08.220 Returns Confident! 1. Except in connection
with official investigations or proceedings of tho city, whether’
judicial or administrative, involving taxes duo under this
chapter, no officer, employee or ogont of tho city may divulge
any information disclosed in a report or return filed under
t-.ir, chapter. Tho prohibition of this section shall not
pronibit tho preparation and use of statistical summaries of
salts tax data that do not disclose the identity of any person
filing reports required by this chapter.

3.08.230 R-icovurv of ‘raxes. Taxes duo but not paid
may bo recovered by the city in an action against tho buyer,
tenant or recipient of services if that person has failed or

refused to pay thc tax on request by tho seller or uubmittcd a

Qdi: ke No. 47

false certificate of exemption. Taxes collected but not
transmitted and taxes not requested or demanded by the person
charged with the duty of collecting of tax may be recovered by
an action against the person selling or renting the property or
services.

3.08.240 bicn to Secure r.iynent of Tnx.

A. The tax imposed by this chapter, together with
any penalty and interest that mai accrue, shall constitute a
lien in favor of the city upon all of the property, real and
personal, and any interest in such property owned or held by
the person or persons required to pay the tax. The lien arises
at the time of dolinrucncy and continues for a period of two
years from the date of notice to the city of the delinquency
unless an action is initiated during that period to foreclose
tho lien or the lien is satisfied by distraint ahd sale.

B. The date of notice to the city of delinquency
chall bo the first of the following events to occur.

1. A required return is filed accurately
reflecting the tax due ard the return is not
accompanied by the required remittance.

2. A notice of estimated tax is provided to a
person by the city and the thirty day period for
filing an accurate return has expired.

C. The lien created by this section is not valid
against a mortgagee, deed of trust beneficiary, or other person
holding a lien or security interest in tho property, or a
purchaser or judgment creditor! who acquires an interest in the
property prior to filing by the city of a notice of lien in the
offico of the Kodiak District Recorder.

3.08.250 Foreclosure Against Real Prcrerty. A lien

for the tax, intcroet. and penalties created by this chapter may
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be foreclosed, wher. authorized by the council by commencement
of ir. action in the Supcrioi Court pursuant to tho procedure
set forth in AS 34.45.170-220.

LS.i-AM Collection by Distraint and Sale.

A. The city nay collect taxes, with interest,
penalties, and other additional amounts permitted by law, by
distraint and sale of the property of the person liable to pay
the taxes interest, penalty or other additional amount, who
neglects or refuses to pay them within ten days after receipt
of notice arid demand for payment.

B. In case of neglect or refusal to pay taxes or
deficiencies as provided in this section, the city clerk may
issue a warrant authorizing any police officer to levy upon,
aeizt and sell ary property, except exem.pt property belonging
ro the person for the payment of the amount due, with interest
and penalty. When distraint is made as provided in this section,
the police officer charged with the services shall make an
inventory of the property served and leave a signed copy of
shat inventory with the owner or possessor of the property, or
at his dwelling or usual place of business, if a person of
suitable age and discretion can be found, or if the taxpayer is
a corporation or other type or organization with on officer,
manager, general agent, or agent for process, with a notation
of the amount demanded and the time and place of sale.

C. Tnc police officer shall immediately publish a
notice of the time ard placo of sale at public auction, together
with a description of the property distrained, in a newspaper
published in tho city and post a copy of tho notice at tho Post
O ffice nearest the place where tho sale is to be madu.

D. Tho time of sale shall be not less than fifteen

or more than sixty days from tho date of tho notification to
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the owner or possessor of the property, and the place proposed
for the sale shall not be more than five miles frcr. the place
of making the distraint. The sale may be continued from time
to time in the discretion of the police officer, but r.ot for
more than thirty days after the cate specified in the notice.

E. Tho property distrained shall be restored to the
owner orpossessor if, before the sale, payment of tr.e amount
dueis made to the police officer charged with the collection,
together with the fees and other charges.

F. The police officer cenJuzt.up tre #uie under :h;.<
section shall give to the purchaser a certificate of sale on

payment in full of the purchase price. The certificate of

sale:
1. Is prima facie evidence of the right of the
police officer to make the sale, and conclusive
evidence of the regularity of his proceedings in
making the sale.
2. Transfers to the purchaser all right, title,
and interest of tho delinquent in ard to the
property sold.
3. Where the property consists of stock, is
notice, when received, to the corporation to
record the transfer on their books and records
in the same manner as if the stock were trans-
ferred or assigned by the party holding the
stock in lieu of an original or prior certifi-
cate, which is void, whether cancelled or not.
4. Whore the subject of the sale is security or
other evidence of debt, is a good and valid
receipt to the person holding it, as agair.st a

, . person holding or claiming to hold possession of
the security or other evidence of debt.
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C. If property seized and cold is not sufficient to 2. fail or refuse to collect taxes levied by

satisfy tho claim of the city for which distraint or seizure is this chapter and remit these taxes to the city

made, the psiice officer nay, thereafter, and as often as is as required;

necessary, proceed to seize and sell in like manner any other 3. conduct try business ir. the city relating

property subject to tho lien created by this chapter until the to sales, rentals or services subject to taxa-

tmsu.-t due from the taxpayer together with nil expenses i3 tion under this chapter without first applying

fully paid. for and obtaining a ccrtificitc of registruiticn

K. A person in possession or control of property to collect the taxes imposed or. sales, rentals

subject to distraint, upon which a levy is made, shall, upon and services; or

demand by the police officer making the levy, surrender the 4. falsify ary portion of an application for a

property to the police officer, unless the property is, at tho Certificate of Exemption or a Statement of

time o: the demand, subject to an attachment under judicial Eligibility for Exemption.
process. A person who fails or refuses to so surrender tho B. A person who violates a prohibition contained in
property is personally liable to tho city for a sum equal to subsection A of this section is, upon conviction, punishable by

the value of the propelty not so surrendered, but not exceeding a fine of not moic than three hundred dollars or imprisonment

the amount of the taxes or deficiencies, including penalties for a term not to exceed thirty days, or by both.

and interest for thc collection of which levy in made, together ¢ A person who violates any ether provision of this

with costs and interest from the date of the levy. chapter not specifically sot forth in subsection A above is,

1. All persons shall, on demand of a police officer upon conviction, punishable by a fine of not maro than two

about to distrain or having distrained on property, or rights hundred dollars,

of property, exhibit all books containing evidence or state- 3.08.200 Definitions. As used m this chapter

ments relating to the property liable to distrain for the tax A. buyer” or "purchaser” means a pcrucr. who acquires

an interest in real or personal property, or the right to use

due.

J. The provisions of this chapter are not exclusive real or personal property, or who acquires services for
but are in addition to all other existing remedies providud by consideration;
law for the enforcement of a levy and collection of taxes of B. rental” means permitting the use or occupancy of

the city. roal or personal property for consideration;
3.00.270 Prohibited Acts and Penalties. C. "sale" mcan3 a transfer or exchange of any property

A.  do person may of overy kind and description, or the right to use or occupy

1. fail or refuse to file a completed tux such property, for consideration;
return required by this chapter,’ upon demand, or

faldfy any material statement in that return,-
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D. "sles pricd’ or 'date’ meas the aosicer”
ation, whether money, credit or other property or interest in
property, without deduction for deliver” costs, taxes or any
other expense. The receipt of property or an interest in
property as consideration, the "sales price" or "charge" shall
be based on the fair market value of the property or interest
in property.

E. "seller" means a person, whether acting as a
principal, agent or broker, who sells, leases or rents real or
persoi al property or provides services to another for
consideration.

CITY OF KODIAK

Mayor
ATTEST!

Ordinence . <&
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THE CITY AND BOROUGH OF JUNEAU
CAPITAL OF ALASKA
155 SOUTH SEWARD ST. JUNEAU, ALASKA 99801

January 27, 1978
file no. Legislature - 1978 Session

subject: HB 578, 5% Sales Tax Rebate
to Merchants

Honorable Lisa Rudd, Chair

House Community & Regional Affairs Committee
Room 625 Court Building

Juneau, Alaska 99801

Dear Representative Rudd:

The Assembly Legislative Committee has reviewed House
Bill 578 which would entitle persons collecting a municipal
sales tax to retain 5% of the tax collected and has taken a
position in opposition to the bill.

As the sales tax is something which is optional with
each community, the method of collection and compensation
to those collecting tax should, to maximum extent possible,
be left to localJ- np.Hnn alft™ Each community can then tailor
xts procedures to what are perceived by the elected community
leaders to be circumstances peculiar to its own situation.
The need for this flexibility is demonstrated in the following
hypothetical situation. The amount which the seller 1is
permitted to retain is supposed to be full or partial
compensation for the burden placed on the seller of collecting,
accounting for and transmitting the sales tax. I think 1t can
be safely assumed that there 1is little difference in this
burden between a seller who must collect a 1/2 of 17, sales tax
and one who must collect a 5/, sales tax. Each must go through
the same motions. However, the seller in a community which
has a 5/ sales tax will be authorized to retain ten times as
much on the same taxable sales as the seller in a community
which only collects a 1/2 of 1% tax. In a community such as
Juneau, where two different rates of sales tax are imposed
mjgShin the community, the pr~oposedjaill would compensate
sNJjers”TIL thez5%. area~~threalilrja.s as much as sellers doing
the safla”Laxabl”-voJrUma-...xn-tha- 1% ar-ea. By allowing eacff
community to establish t-he method of compensation to sellers,
the foregoing disparity will rot necessarily occur.

Even if it is believed that a statewide percentage
rebate should be established, 57, is too high as it provides
far more compensation to many sellers than the burden of
collectirg the taxes. As an example, each of the four
large grocery stores in the City & Borough of Juneau do
a gross annual business which is roughly in the neighborhood
of $5,000,000. A store doing that gross located in an area
which levies a 3% sales tax will collect $150,000 in taxes;
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5% of this amount is $7,500. One can obtain far more accounting
services for $7,500 than are required to account for, report and
transmit the sales tax.

The state and federal governments do not compensate employers
for withholding, accounting for and transmitting income taxes of
employees even though this is a far more difficult and time
consuming task than accounting for sales tax. Just as withholding
and transmitting to the government a part of an employee®s wages
is a burden placed on each person who engages in the privilege
of hiring another person, so is the burden of collecting and
transmitting sales taxes a burden uniformly borne by those who
engage in the privilege of doing business within a community

which levies a sales tax. Juneau does allow each seller to retain
170 of the taxes collected each”uartex-bnt~the amount; may not: "
exceed $100 per quarter. |In calendar year 1977, Juneau sellers

TTa3~a total allowable discount of $19,800. Under House Bill 578,
Juneau sellers could have retained $127,600 of the taxes collected,
resulting in a tax loss to the municipality of $107,800. This
amount would have to have been made up by some other revenue

source such as property taxes.

For the reasons set forth above, the City & Borough of
Juneau believes that House Bill 578 should not be passed.

Very.truly yours,

GERALD L. SHARE
City & Borough Attorney

GLS:sm/jt

ccC: Jim Rolle, Executive Director
Alaska Municipal League

Representatives Oral Freeman, Sarah Smith, Nels A. Anderson,
Bill Miles, Al Ose, Merle G. Snider, Tim Kelly,
Pete Lovseth, Randy Phillips
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"Ci*ir>*u» «r Shwiiuar*

Oxmntsadij s sasaiawl Airs=r> Cc*wdit3«:
JXsAka State She*a

roocn 7

Jsidsa, Alisira 99S81

Dear six:

I appreciate tha cptoartxsiicy to ccssaaot on two bills before your coaaitfcee.
The bills that | aa concerned about are House Bill Tk>. 509 orui House Bill 2*.
573,

House Bill Ho. 3Q91

As you na”“b* sstare, tha Fairbanks Herd*Star Borough has already exa**pt&d food,
bygiace, and prescription drug itaai from sales tax. The CiC[l ox Fairbanks,

ia tua, concurred with this erssapticn. Tha City of Sorth Pole could not afford
to rake this erasption, hwavnr they-did choose, through a different nechsaisa,
tar rebates par resident, to give scae salaa tax relief to their residents.,

Tha ability of rusdcipal officials to assign and construct a taxing structure
that their prograa needs and suits the character of their eeuMuaicy is
an essential ccapocen; of local govnrrxsait,

Eara”-Bill Ho, 573

1 feel Ecus* Bill !»0. 573 raaradatea a prerogative which presently exists as aa
option for locally elected councils and assemblies to consider. At rrasanr car
assembly and councils have not chosen this taecbaaisa as an aid to business,

S, therafcre, scat oppose both House Bill 1?0. 573 and Eotrse Bill Ho, 509 as a
state intrusion on local control.

Very truly Yours.

"CHS A. CA2LSO03
Borough, ticyor

J~C:hjv
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TELEPHONE (907) 766-2231 — POST OFFICE BOX 239. -® I'"ES

February 3, 1978

The Honorable Lisa Rudd, Chairman

House Community and Regional Affairs Committee
Pouch Y

Juneau, Alaska 99811

Dear Representative Rudd:

Jim P.olle, Executive Director of the Alaska Municipal Lea< ue, has asked ine
to provide you and your Committee with the following info mation concerning
local sales tax matters for use in the upcoming hearings on House Bills 509
and 5/8.

TAX LEVIED: City of Haines: 3% Haines Borough: 1%

EXEMPTIONS: A list of exemptions from sales tax charged by the City
of Haines 1is enclosed as Attachment 1. A list of the exemptions of
the Haines Borough is enclosed as Attachment 2. Both the Cityand
the Borough are presently considering expanding the list of sales
transactions which are exempt from tax to include:

1. Sales made and services performed by governmental agencies
2. Sales made and services performed for governmental agencies.
3. Membership dues paid to clubs, labor unions and fraternal

organizations.
A. Sales made and services performed for non-profit cooperatives.

The value of new or used articles taken in trade.

o

Receipts derived from sales resulting from orders received
outside the corporate limits of the municipality, where
delivery is made outside the corporate limits of the muni-
cipality.

7. Services under a building construction contract or sub-
contractor.

8. Sales of building or construction supplies exceeding $5,000

in any one calendar year.
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GROSS INCOME RECEIVED FROM SALES TAX:

City of Haines 7/1/76-6/30/77: 217,968

HaineF Borough 7/1/76-6/30/77: 80,532
PERCENT OF TOTAL INCOME PROVIDED BY SALES TAX:

City of Haines 7/1/76-6/30/77: 217,968 _ 17 .ry
1,248,428%* -

o

Haines Borough 7/1/76-6/30/77: 80,532
705,812 "
*Jiicludes all utility revenues as well as State and federal grants
for capital improvements

SALES TAX INCOME IN RELATION TO TOTAL EXPENSES:

City of Haines 7/1/76-6/30/77: 217,968 = 23 /fm
928,869

Haines Borough 7/1/76-6/30/77: 80,532 _m Zk
768,255

DEDICATION OF SALES TAX PROCEEDS:

C "ty of Haines: 2/3 of the revenue must be used for
cap-*-al improvements; ]/3 may be used for general
operating expenses.

Haines Borough: AL1 proceeds to be used for retirement of
principal and interest on School Construction Bonds

Too, in order to inform you of the impact that HB-509 would have on sales
tax revenues of the City of Haines, 1 have prepared the following summary
of income, 1in both absolute and relative terms, from taxes on sales of
items which would be speciffcally exempt from tax if this bill becomes
law.
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Sales tax income Percent of total
7/1/76-6/30/77 sales tax received
Rent $ 9,110.84 4.18%
Prescription drugs presently exempt
Food 56,639.41 25.99%
Energy source Tfor use in 21,192.79 9.72%
residences
Totals $ 86,943.04 39.89%

If you need any further information concerning this matter, please

contact me.

Sincerely,

Dan R. Bockhorst

City Aaministrator

cc: Jim Rolle

Enel: Attachment 1
Attachment 2
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Sec. 60.10.010 continued

(c) The sales price of all items purchased or delivered
at the same time shall be added together and the tax levied on
the aggregate amount thereof.

(d) The following are exempt from said tax:
(1) Salaries and wages paid to an employee.

(2) Sales made and services performed which are
not in the regular course of business.

(3) Sales, rentals and services when the amount
paid to any person for such sales, rentals and
services by all persons doing business with
such party does not agreegnte .$100.00 in any
calendar month.

(4) Sales of insurance ar.d bonds of guaranty
and fidelity.

) Fees for medical, dental and hospital services.

(6) Remuneration received for services and materials
including caskets, wused or furnished for funerals.

m(/) Wharfage charges and charges for freight handling
and cargo handling on docks

(8 All sales of commodities made to a manufacturer,
broker, wholesaler or dealer and which are not
consumed or destroyed by such purchaser, but
which are resold in the same or an altered form,
or which are used to package, crate or deliver
the products of such purchaser.

(9 All sales toa bona fide retailer when the
same are purchased by him for resale in the
ordainary course of business. In this connection,
a retailer is one who regularly stocks merchandise
for resale, displays the same to the public and
holds himself out as regularly engaged in the
business of selling such products either during
a regular season or throughout the year directly
tc the consumer.

(10) All sales, rentals and services made, paid and
performed during the hours, under the auspices
and in direct participation with the annual
Southeast Alaska State Fair.

(Ord. 229; adopted 8/1/77)
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Section: 04.20.030. Exempt Transactions. The sales price
of all items purchased or delivered at the same time shall be
added together and tho tax levied on the aggregate amount thereof.

The following are exempt, from said tax:

(a) Salaries and wages paid to an emnloyee.

(b) Sales made and services performed which are not 1in
the regular course of business.

(c) Sales, rentals, and services when the amount paid
to any perr>on for such sales, rents, and services by all per—
sons doing business with such party does not aggregate $100.00
in any calendar month.

(d) Sales of insurance and bonds of guaranty and fidelity.

(0) Fees for medical, dental, and hospital services.

(f) Remuneration received for services and materials.,
including caskets, used or furnished for funerals.

(<) Wharfage charges and charges for freight handling and
cargo handling on docks.

(h) All sales of commodity s made to a manufacturer,
broker, wholesaler, or dealer anu which are not. consumed or
destroyed by such purchaser, hut which are resold in the same
or an altered form, or wh ™h are used to package, crate, or
deliver the products of such purchaser.

(1) All sales to a bona fide retailer when the same are
purchased by him for resale in the ordinary course of business.
In this connection a retailer is one who regularly stocks
merchandise for resale, displays the same to the public and
holds himself out as regularly engaged 1in the business of sell—
ing such products cither during a regular season or throughout
the year direct to the consumer.



City and Borough of Sitka

P.O. BOX 79 . SITKA,ALASKA =« 99835

February 3, 1978

Lisa Rudd, Chairman

Community and Regional Affairs Committee
Pouch V

Juneau, Alaska 99811

Dear Representative Rudd:

The Alaska Municipal League has requested that we furnish ycurself

and your committee members the following sales tax data.

1. Saxes tax within the City and Borough of Sitka is 4%.

2. Please refer to the enclosed copy of our sales tax ordinance
which indicates those sales and services exemp*- from sales

tax.

3. Persons over the age of 65 years are exempt from paying
sales tax.

4. Our gross income from sales tax this Tfiscal year will be
1.5 million dollars.

5. This fiscal year our sales tax will represent 42% of our
total revenue, and 37% for our total expenditures.

6. 2% of our sales tax is dedicated for education, and the
other 2% for general operation of the municipality.

We oppose HB 509 and 578, and reiterate that sales tax should be
matter of local preference.

Very truly yours,

Administrator



Lisa Rudd, Chairman

Enclosure: Sales Tax Ordinance

Cc:

Representative Sarah Smith
Alaska State Legislature

Representative Nels Anderson
Alaska State Legislature

Representative Bill Miles
Alaska State Legislature

Representative Al Ose
Alaska State Legislature

Representative Merle Snider
Alaska State Legislature

Representative Tim Kelly
Alaska State Legislature

Representative Kris Lovseth
Alaska State Legislature

Representative Randy Phillips
Alaska State Legislature

Jim Rolle
Municipal League

February 3,

1978



CITY OF DILLINGHAM

P.O. BOX 191 DILLINGHAM, ALASKA 99576

TELEPHONE (907) 842-5211 or 842-5212

February 3, 1978

Community and Regional Affairs Committee
Lisa Rudd, Chairman

Pouch Y

Juneau, Alaska 99811

Dear Madam Chairman:

The following information is submitted to your committee with the intent
of advising you as to the position of the City of Dillingham with regard
to HB 509 and HB 578. These bills are, as you are aware, with regard to
sales tax and various amendments to be added to the Alaska Statutes
regarding such. I would appreciate very much your committee being
advised of the feelings of small communitiessuch as Dillingham and the
potential fiscal 1impact on these communitiesif such an elimination of
certain items were indeed legislated. I know that you realize the

degree to which small communities rely on such revenue and the difference
with regard to impact between the large communities such as Anchorage

and Fairbanks and those such as Dillingham, Bethel and other bush communities.

With that fact in mind | would like to present for your committee®s
information the following facts.

1. The City of Dillingham charges 3% sales tax.

2. The specific exemptions or limits by categories of sales are in
the form of a $1,000 maximum single sale tax. Any item purchased at one
given time with a value of over $1,000, the amount of such valuation
over $1,000 is not subject to tax.

3. Exemptions for sales tax in general is provided to out of town
consumers who order their supplies and have them delivered by common
carrier.

4. FY77 gross 1income from sales tax was $214,624.50. The budgeted
revenue for FY78 from sales tax is $215,000.

5. The sales tax 1is 18.52% of the total revenue for the City of
Dillingham which for FY78 1is $1,160,394.00.

6. Other than capital expenditures and equipment which 1is purchased
from sales tax and which necessarily incorporates a large part of expenditures
from that revenue source, the City of Dillingham additionally provides
$30,000.00 in contribution to the School District.
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Lisa Rudd, Chairman
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Page two

| would very much a,opr_ec_iate your committees considering these facts

with regard to small cities and if | can be of any assistance to you in
prowdln% additional data which would make Your decisions and recomnendations

?n HB 509 and HB 578 | would be more than pleased to present such information
0 you.

Respectfully yours,

GORDON U. RYAN 0
City Manager

GWR/Irh

cc. Representative Sarah Smith
Representative Nels A. Anderson, Jr.
Representative Bill Miles
Representative Al Ose
Representative Merle Snider
Representative Tim Kelly
Representative Kris Lovseth
Representative Randy Phillips
Jim Rolle, Executive Director, Alaska Municipal League



City of Kod

PHONE (907) 486-3224
P.O.BOX 1397
KODIAK, ALASKA 99615

February 6, 1978

Representative Lisa Rudd, Chairman
Community and Regional Affairs Committee
Pouch Y

Juneau, Alaska 99811

Dear Rep Zesntative Rudd:

I would like to provide some general information about sales tax for the Committee”s
information. Specifically, lam referring to HB 578 and HB 509.

At the present time, the City of Kodiak charges 3% sales tax. The City does not charge
sales tax on items over $500. We do have a number of exemptions on who does

pay the sales tax. Our gross income from sales tax estimated for the 1977/78 fiscal
year is $1,350,000. This is 42%of the locally collected general fund revenues

and 32% of the total general fund revenues. We do not have any dedication of any

of our sales tax for a specific purpose.

In addition, Iwould like to provide you with some more information regarding

HB 578. This is in regard to the retention of a sum equal to 5% of the proceeds

of the tax collected by the individual doing the collecting. The City of Kodiak
recently revised its sales tax ordinance and changed the fee from 3% to 2%. This
was a compromise as the City was attempting to make it zero percent. It isobvious
that the large collectors such as grocery stores and firms of that nature would

reap a large benefit whereas the small businessman would hardly get anything

at all. There are, of course, many ways to look at this fact; however, itis not
fair as far as | can see to allow ike large businesses to make out one form just as
the small businesses do and still make substantial gains.

The other bill, HB 509, isvery disturbing. At the present time, the City of Kodiak
collects 25% to 35% of its sales tax revenue from those items which this bill wishes
to exclude. 1would like to be able to give you a more definite figure; however,
there are many problems in separating rut the different exemptions referred to

in this bill.

I have been through a similar discussion regarding the exemption of food from



Representative Lisa Rudd
Page Two
February G, 1978

sales tax in Colorado. There is quite a problem for the supermarket to have

to separate the item out when checking at the counter because the items do not
come out of the basket separate; they are all mixed up. Ifsales tax is charged
only on food items opposed to non-food, i.e. vitamins, soft drinks, etc., they
have to be separately charged at the check stand. Anyone who has waited at the
supermarket obviously knows that this would delay the process much further and
cause a lot of problems for the individuals involved.

While the problems of the super market are relevant, it is most important tt,
you understand that the City of Kodiak is in dire financial straits at this time.
Any such change would have to be made up by State funds supplementing the
City"s losses. | see no such provision in this bill. Imight also mention that |
have asked the City Council to raise the sales tax from 3% to 5%. This is to cover
additional costs of services as well as needed capital improvements. The decision
regarding this will be made in the near future. Hopefu.jy, the State Legislature
will understand that the City needs the revenue it is now getting out of sales tax
and 1is looking towards further reliance in that area in the future. We do not
currently have a personal property tax because of the many problems it presents
with inventories, boats and other items.

Thank you for your consideration in this very important matter. Ifyou have any
additional questions, please feel free to call on me at your convenience.

Very truly yours,

CITY OF KODIAK

Ivan L. Widom
City Manager

ILW/1p

cc: Representative Oral Freeman
Representative Merle Snider
Senator Kay Poland
Representative Russ Meekins, Jr.
CRA Committee



CITY of YAKUTAT
Vakutat, Alaska 99680
(907)784-3823

February 6, 1978

Lisa Rudd, Chairman

Community & Regional Affairs Committee

Pouch Y Re:
Juneau, Alaska 99811

509
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Dear Lisa:

I would like to provide you with the Tfollowing information
relating to action on the above referenced bills.

Sales Tax data for the City of Yakutat (Fiscal year 1976-77)

1. 2% general Sales Tax
Exemption- are listed on attached exerpt from the
Sales Tax Ordinance

3. Exemptions relating to who pays the tax are also

attached.

4. Gross Revenues from Sales Tax: $49,952.

5. ltem no. 4 1is 23% of all expenditures for last fiscal
budge t.

6. Since May 1976 there are no dedications of all or any
part of tho tax for specific purposes collected.

Although the City Council lias seriously considered an exemption for

food 1items; but could not afford the large loss as most sales taxes, come
from food oriented businesses. We do feel that serious consideration

be given to strengthening the use tax concept. This v/ould give us an
acceptable urea to retrieve revenue losses that would surely come as

a result of your proposed bills. The Oil Industry has bitterly fought

the Use Taxes instituted in other areas of the state.

I hope that this helps your decision in this matter.
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Section 4. Exemptions. The following classes of
rentals and services are exempt from the tax imposed by this

a,” Sales, services, rentals and transactions amounting to less
than $25.00 in any quarter year.

h.* Casual and isolated retail sales of real or personal property,
rental of personal property, and services not in the regular course
of the business of the seller. >

C. Funeral charges and services, and medical services performed

by licensed medical doctors,.dentists, osteopaths, optomertrists

psychologists, and chiropractors, prescribed by such,

services.

d. The service of transporting students to and from

schools in motor or other vehicles.

e., The sale of food 1in public, common,high school

cafeterias or lunch rooms operated primarily for
pupils, and not operated primarily for the public
for profits.

f. The sale of newspapers and
consumer or user of newspapers

retail

or

and hospital

grade

college
and

teachers

and

not

which the

h. Sales, rentals and services and transat.ions

is prohibited from taxing under the Constitution and
United States or the State of Alaska.

j- Salaries and wages received by an employee fronm

furnishing labor and materials for accomplishing

an
this exemption shall not apply to the gross remuneration

laws

or

operated

municipality

of

a specified

*

sales,
ordinance™®

high

the

employer
for
result



P.O. BOX 281 -NOME, ALASKA 99762
TELEPHONE (907) 443-5242

February 6, 1978

Lisa Rudd, Chairman

Community and Regional Affairs Committee
Pouch Y

Juneau, Alaska 99811

Dear Ms. Rudd:

In connection with HB 509 and 578 we are submitting some
information which may be of interest and helpful to you. We
do not, however, have a borough 1in Nome.

Our rate of sales tax is 3%

Drugs (prescriptions), rent, new construction are exempt
. State, Federal and city are exempt

Our gross income from sales tax 1977-$443,520.98

. Gross income from sales tax iIs 22% of our total budget
None of our sales tax is dedicated for a specific
purposes. It is all deposited to the general fund

S0~ W

In addition 1 am enclosing a copy of our sales tax
ordinance which enlarges on exempts, etc.

We hope this information will be useful. To restrict
collection of sales tax on food and electricity would seriously
cut into our revenue if it were restricted at our level.

Yours very truly,

zxiCzsytf
F. G. Breeden
City Manager

FGB:mo
Enclosure
cC: All committee members



CITY OF SKAGW AY

GATEWAY TO THE GOLD RUSH OF 98
P.0. BOX 415 SKAGWAY. ALASKA 99840

February 6, 3978

Mrs. Lisa Rudd, Chairperson

Community & Regional Affairs Committee
Pouch Y

Juneau, Alaska 99811

Dear Mrs. Rudd:

It is understood that your committee shortly will be holding hearings

on House Bill No. 509 - "An act exempting certain items from Sales
Tax" and House Bill No. 578 - "An act relating to the levy and col —
lection of Sales and Use Tax by Municipalities”™. Please introduce

the fTollowing comments into the records of these hearings:
H.B. No. 509 -

The City of Skagway strongly opposes the exemption from taxation of
the catagories of items as listed in the proposed legislation. The
removal of these catagories as sources of tax revenue would result in
a serious impairment of the City B financial stability. The City"s
financial planning is premised on the availability of sales tax
revenue, as conservatively estimated, Tfor application under the
provisions of the City Code - i.e. for retirement of bonded in—
debtedness and construction of capital improvements to streets,
sidewalks and utility systems. Further, the mandating at the State
level of catagories for exemption from local tax is considered an
usurpation of authority better left at the municipal level. Ac—
cordingly, the City of Skagway urges that your Committee recommend
that H.B. No. 509 not be passed,

H.B. 578 -

The City of Skagway supports the concept that the person or entity
charged with the responsibility for collection of municipal sales
taxes should be compensated for the administrative costs of this
effort. The proposed compensation in the amount of 5% of the amount
collected is considered to.be acceptable. Accordingly, the City of
Skagway supports the passage of H.B. No. 578.

Sincerely

Robert F. Messegee
Mayor

cc: Senator Bill Ray
Representative Mike Miller
Representative Jim Duncan

City Attorney < Ruddy
Representative Ose

GDAcp



CITY OF PETERSBURG

p P. O. Box 329 ®Petersburg,A laska 99833

rturnr/jH'u,

February 6, 1978

Lisa Rudd, Chairman

Community and Regional Affairs Committee
Pouch Y

Juneau, Alaska

99811

Dear Ms. Rudd:

In reference to the hearing to be held on February 13, 1978
by the Community and Regional Affairs Committee regarding

HB 509 s 578, the City of Petersburg volunteers the following
information.

The City of Petersburg charges a 51 sales tax. The 5% sales
tax is charged on items up to $1000.00. Government entities
are exempted from the sales tax. The gross income from sales
tax is $600,000.00. Approximately 1/2 of 1% of total sales
tax relates to all budgeted income. There is a dedication of
a portion of sales tax for specific purposes.

Hopefully, this information will be helpful to the Community
and Regional Affairs Committee.

Sincerely,

David A. Moffat
City Manager

Merle Snider Jim Rolle, Alaska Municipal League
Tim Kelly

Kris Lovseth
Randy Phillips



C3TY of W RANGELL, ALASKA

INCORPORATED JUNE 15. 1903

BOX 531, 99929  (907)874-2381

ADOPTED AUGUST 1972 February 7, 1978

Lisa Rudd, Chairperson
House Community and Regional
Affairs Committee

Pouch V, State Capitol
Juneau, Alaska 99811

Re: HB 509, Sales Tax Fxemptions
Dear Ms. Rudd:

"Hie City of Wrangell wishes to go on record in opposition to the
proposed sales tax legislation imposing State mandated exemptions.

"Hie sales tax ordinance was enacted and approved by a majority vote
of the qualified voters and can be changed, repealed, or exemptions
added in the same manner. It would seem reasonable that the local
people arc the best judge of how they prefer to financially support
their local schools and government. Eighty percent of our sales tax,
as enacted, is dedicated to schools, health, sanitation and street
construction. The tax supports approximately thirty percent of our
budget at the present time. The exemptions included in 1B 509 would
reduce these funds by sixty to seventy percent. This would result in
a reduction of services or increasing the property tax to cover the
short fall.

In order to relieve senior citizens from any burden which sales tax
may impose, the City has enacted a refund program of $15.00 per month
to qualified persons.

It is our opinion that the local legislative bodies can incorporate

exemptions in the sales tax ordinance if it is to the benefit of the
local community.

@ James R. Eide
\City Manager

JRE/jr

cc: Jim Rolle, Fxecutive Director AML



QjJcy 4 &>tdofna
Box 409 Phone 262-4492

SOLDOTNA, ALASKA
99669

February 7, 1978

Lisa Rudd, Chairman

Community & Regional Affairs Committee
Pouch Y

Juneau, Alaska 99811

Re: HB 509 and HB 578
Dear Ms. Rudd:

The City of Soldotna. strongly protests passage of
HB 509 and HB 578.

Soldotna has a 2% sales tax payable on amounts up
to $500. Churches and government entities are ex—
empt.

Our gross income from the sales tax was $323,894 in
FY 1976-77. We have received $251,465 for the first

six months of FY 1977-78. Our sales tax income as it
relates to all other income is 27%, and is 29% of our
budgeted expenses. The tax is not dedicated for a

specific purpose, but goes into the general fund.

Of the money received this fiscal year, $98,000 has
come from food sources and $31,000 from heating
sources. Under HR 578 relating to levy and collec—
tion of sales and use tax, the City would lose $6,700.
by the increase from 3% to 5% to individuals collect—
ing the tax.



The City cannot afford to lose a large portion of

its revenue. We are already faced with tremendous
growth with its related problems and future impact,

and are wondering where the money for increased services
is coming from.

Sincerely,

Patricia C. Burdick
Acting City Clerk

PCB/bm

cc: Committee Members
Alaska Municipal League

Mr. Jim Rolle
February 7, 1978

Page 3

At the end of the text of this book there is a section under the caption
"Summary of Proposed Changes." This reads as follows:

"As a whole, the most important changes needed in the state sales taxes
include:

1. Elimination of all exemptions of consumer goods except perhaps
prescription drugs."

I have been the administrator for the City of Palmer sales tax for nearly
eight years and 1 think this recommendation certainly concurs with my
experience. I would strongly urge the Alaska Municipal League to take

a firm position in opposition of any type of exemptions. There may be
some unique to a local community which are worthwhile, but let them

make the decisions.

In reference to HB 578, | would certainly speak in opposition. I am aware
that the provision has been under borough law for some time as it did not
appear under city sales tax law. Some cities and boroughs have taken this

prerogative but certainly 5% is more than is necessary in today"s world.
First of all, if the ordinance on sales tax is not riddled with exemptions,
then the calculating and accounting will be a fixed percentage of the gross
receipts which is a very simple matter as it does not require 5% of the

tax collected. In this day and age with electronic cash registers, electronic
calculators, etc., if you have not riddled the sales tax ordinance with
exemptions, it is extremely simple to check any day®"s or month®"s receipt.
If you co-mingle exempt and non-exempt items in the same sales or service
of an organization, then you have created a bookkeeping monster and perhaps
5% is not nearly enough. If you will refer back to my opening statement
about the fact that of our total revenues, only two item3 are under control
of the Council, and in our case 70% of that total revenue is in the sales

tax. Whatever you do to affect that sales tax has dramatic reaction withthe
City Council®s responsibilities and authority. By allowing the 5% retention
in our case of our total revenues of $330,000, you are talking about $16,500.

If that revenue is removed from the sales tax then it must be applied to

the property tax. In our case, 1 mill of taxation produces $30,000. By

allowing this 5% retention you merely cause the City Council to levy an
additional 1/2 mill of real and personal property tax on everyone in the
City. In the majority of the cases this is going to be the owner-operator
of the establishment who is retaining the 5%. The only alternative 1is
whether he pays it once a month in twelve installments or once a year

when property taxes are due.

In summation, | would like to say, Jim, that sales tax iIs a very sophisticated
form of taxation and its administration is much more complicated than real



Mr. Jim Rolle
February 7, 1978

Page 4

property taxes. Each municipality is unique within itself and it is best
left to the local governing body who lives there 365 days a year to make
these decisions. Please try to inform our legislators that these

decisions are better made at home.

William E. Curtis
City of Palmer
Manager

UEC/car

cc: Lisa Rudd, Chairman, Community & Regional Affairs Committee
The Honorable Al Ose
The Honorable Jalmar. Kerttula



ALASKA MUNICIPAL LEAGUE
204 N. FRANKLIN ST, JUNEAU, ALASKA 99801

Statement of
Jim Rolle

Executive Director

of the

Alaska Municipal League

Beforr

The House C&RA Committee

January 30,1978

Houes Bill 509
House Bill 578
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MADAM CHAIRMAN-MEMBERS OF THE COMMITTEE
Good Morning

My name is Jim Rolle and | am here to testify on behalf of the
Alaska Municipal League, as both HB 509 and HB 578 appear on

your agenda today. | am in hopes that you will allow the philosophy

of my remarks to apply to both bills. However the specifics
will apply to HB 578 in so far as the numbers are concerned.

Sources of local revenue for municipalities in Alaska are limited

to a very extensive degreee, to the income derived from local
property and sales taxes.

Those tax reformers, who insist that the obligations ought
to be borne according to the ability to pay, will find little

comfort in the findings of a recent poll by the Advisory Commission

on Intergovernmental Relations, (attached)

As analyzed, the poll shows that more people then ever, about
35% nation wide, regard the property tax as the most unfair

tax of all. The report also shows federal income tax the second
"worst"™ tax with sales tax seemingly more popular.

The report should baffle those who, like me and some elected
municipal officials, long have condemned the sales levy as
the most regressive form of taxation.

Whatever, the poll suggests that any attempts to enlarge taxes
on income or property will have increasingly stiff opposition.
This leads me to our point today.

We did a rough telephone survey of Municipal League members

to find that should th”s act become Jlaw, our members will lose
approximately 1.5 million dollars in local revenue. Obviously,
these revenues will have to be found elsewhere. 1 should Ilike
to point out that the sales tax 1in most communities is a result
of the peoples vote, not council or assembly action Ilike the
property tax.

Some communities, for a variety of reasons, already practice
the concept of rebate or holdback. However, it was done locally
and in the amounts most beneficial to the municipality and
its population affected.

«
In the case of Fairbanks North Star Borough and the City of
Fairbanks we are speaking roughly of $450,000 loss of revenue.
In Juneau we a looking at $107,000, Palmer $15,000 and Kodiak
$55,000, just as examples.



In conclusion, we feel that both of these bills, if passed,
would have a serious adverse effect upon the operation of
municipal governments, resulting in either a marked 1increase
in the level of property tax or a reduction in the level of
services offered to the public.

Therefore, the Alaska Municipal League opposes these bills.

Thank You.



Table 3

Which Do You Think is the Worst Tax — That is, the Least Fair?

Percent of Total U.S. Public

I May May April May March
1977 1975 *0/ 4 1973 1972.
Federal Income Tax 28% 28% 30% 30% 19%
State Income Tax 1 11 10 10 13
State Sales Tax 17 23 20 20 13
Local Property Tax 33 29 28 31 45
Don't Know 1 10 14 1 11

When 1977 national totals are broken down by region, they reveal the follow-
ing striking contrasts:

Percgnt
OE Percent of Respondents by. Region
Total North- North

U.S. Public east Central South West

Federal Income Tax 28% 20% 32% 33% 25%
State Income Tax 1 17 9 10 7
State Sales Tax 17 23 15 17 15
Local Property Tax 33 78 37 25 45
Don’t Know 1 13 8 14 7

For additional detail, see Table A3 on page 12.



TABLE 3A

Which Do You Think is the Worst Tax — That is, the Least Fair?

Federal State State Local
Income Income Sales Property Don't
Tax Tax Tax Tax Know
Total Public 28% 11% 17% 33% 11%
18-29 Years of Age 29 10 18 35 9
30-44 34 15 16 29 *6
45-59 32 11 14 33 10
60 Years and Over 18 7 20 34, 20
Male
Total 28 1 18 36 7
18-29 Years of Age 29 10 18 40 3
30-44 32 16 15 33 4
45-59 29 1 15 38 7
60 Years and Over 21 9 23 31 16
Female
Total 29 10 17 30 14
18-29 Years of Age 28 9 19 30 14
30-44 35 15 18 26 7
45-59 34 10 14 28 14
60 Years and Over 15 4 17 38 26
Employed 31 10 19 30 10
I lousewife 29 13 17 27 13
High School Graduate or Less
Total 26 1 19 31 13
Less Than Iligh School Graduate 23 n 20 29 17
High School Graduate 29 n 17 33 10
College
Total 33 10 15 35 6
Some 33 12 14 35 6
Graduate 34 8 16 36 7
Executive, Professional, Managerial 29 8 14 42 6
White Collar 34 13 14 32 7
Blue Collar
Total 30 1 19 31 10
Skilled 31 13 16 33 7
Semi/Unskilled 28 10 21 29 12

Retired 19 9 21 33 18



TABLE 3A (Cont.)

Which Do You Think is the Worst Tax — That is, the Least Fair?

Federal State State Local
Income Income Sales Property Don't
Tax Tax Tax Tax Know
Total Public 28% 11% 17% 33% 11%
Nielsen Markets
A 25 13 16 34 1
B 31 9 17 33 9
C 28 10 18 35 10
D 31 9 20 25 15
Hoi ehold Income
I er 7K 22 8 21 30 18
7-9.9K 28 1 19 30 12
10-14.9K 31 10 18 37 4
15-24.9K 33 13 14 32 8
25K Plus 31 13 14 38 3
Region
Northeast 20 17 23 28 13
North Central 32 9 15 37 8
South 33 10 17 25 14
West 25 7 15 45 7
Rural 27 10 17 36 10
Suburb 27 1 15 35 1
City
Total 30 10 20 29 1
One Family 29 10 20 31 10
Multifamily 31 12 18 25 14
Race
White 28 1 17 34 10
Nonwhite 27 10 20 23 20
No Child 26 9 17 34 14
With Children
Total 31 1 18 32 8
12-17 31 13 18 31 8
6-11 32 13 18 30 7
Under 6 29 10 17 34 9
Own Home 27 10 17 36 10

Rent Home 30 12 18 26 14
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