


SB 505: An Act relating to sales taxes levied by general law
municipalities.

Sponsor: Senate C&RA Committee

The next bill to be considered i1s SB 505, an Act relating to sales
taxes levied by general law municipalities, sponsored by the Senate
C&RA Committee. This bill would remove the 6% sales tax limit iIn
current statute and allow voters within municipalities the
flexibility to tax themselves at a higher rate.
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Because voters must approve a sales tax before it is levied, there should be nc
statutory limit on the rate of sales tax a municipality may impose. If the voters in
a municipality desire to tax themselves at a rate higher than the 6 percent currently
authorized by statute (AS 29.45.650(a)) for general law municipalities, they should
be permitted to do so. Sales tax represents a significant revenue source for 89
municipalities in Alaska and accounted for $60,559,971 in municipai revenues in

1988 (compared to $281,960,341 in property tax revenues collected by only 25
municipalities in Alaska).
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8§29.45.600 Alaska Statutes 829.45.650

Sec. 29.45.600. Combining property tax with incorporation of
a second class city. A petition for second class city incorporation
may request that a property tax proposal be placed on the same ballot.
The petition must state the proposed tax rate. The petition may re—
quest that incorporation be dependent on the passage of the property
tax proposition. Ifso, the incorporation proposition fails ifthe property
tax fails. 8 12 ch 74 SLA 1985)

Article 4. Borough Sales and Use Tax.

Section Section
650. Sales and use tax 670. Referendum, adoption, and modifica-
660. Notice of sales and use tax tion

Sec. 29.45.650. Sales and use tax. (a) Except as provided in (f) of
this section, a borough may levy and collect a sales tax not exceeding
six percent on sales, rents, and on services provided in the borough.
The sales tax may apply to any or all of these sources. Exemptions
may be granted by ordinance.

(b) A borough levying a sales tax may also by ordinance levy a use
tax on the storage, use, or consumption of tangible personal property
in the borough. The use tax rate must equal the sales tax rate and the
use tax shall be levied only on buyers.

(©) A person who furnishes proof, in the form required by the bor—
ough tax collector, that the person has paid a sales tax on the source
on which a use tax is levied by the borough is required to pay the use
tax only to the extent of the difference between the amount of the
sales tax paid and the amount of the use tax levied by the borough.
This subsection applies to a sales tax levied in any taxing jurisdiction
whether inside or outside the state.

(d) If the assembly charges interest on sales taxes not paid when
due, the rate of interest may not exceed 15 percent a year on the
delinquent taxes and shall be charged from the due date until paid in
full. This subsection applies to home rule and general law municipali—
ties.

(el A borough may provide for the creation, recording, and notice of
a lienon real or personal property to secure the payment ofa sales and
use tax. and the interest, penalties, and administration costs in the
event of delinquency. When recorded, a lien authorized under this
section has priority over other liens except those for property taxes
and special assessments.

() A borough may not levy and collect a sales tax on a purchase
made with food coupons, food stamps, or other type of certificate is—
sued under 7 U.S.C. 2011 - 2025 (Food Stamp Act). This subsection
applies to home rule and general law munic"nalities. (8 12 ch 74 SLA
19S5; am &83. 4 ch 38 SLA 1986)
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§29.45.660

Effect of amendments. — The 1986
amendment substituted "Except as pro-
vided in (0 of this section, a" for "A” at the

NOTES TO

Editor's notes. — The cases cited in
the notes below were decided under a for-
mer. similar provision.

Evolutionary development of
present language of subsection (a). —
See Liberati v. Bristol Bay Borough. Sup.
Ct. Op. No. 1735 (File No. 3365), 684 P.2d
1115 (1978).

Subsection (a) of this section per-
mits a selective sales tax. Liberati v.
Brist/d Bay Borough, Sup. Ct. Op. No.
1735 (File No. 3365), 584 P.2d 1115
(1978).

This section states no limits on what
may be exempted. Liberati v. Bristol
Bay Borough, Sup. Ct. Op. No. 1735 (File
No. 3365), 584 P.2d 1115 (1978).

And there is nothing in the statute
which expressly requires a general
tax. Liberati v. Bristol Bay Borough, Sup.

Collateral references. — 68 Am. Jur.
2d, Sales and Use Taxes, § 1 et seq.

M unicipal Government

§29.45.660

beginning ofsubsection (ai and added sub-
section (f).

DECISIONS

Ct. Op. No. 1735 (File No. 3365). 584 P.2d
1115 (1978).

The term “sales tax" carries no
connotation ofgenerality. Liberati v. Bris-
tol Bay Borough. Sup. Ct. Op. No. 1735
(File No. 3365), 584 P.2d 1115 (1978).

The city of Homer bed tax, based
tivon the actual rental of a room, and im-
posed, computed and collected according
to traditional sales tax methods, is a sales
tax within the meaning of this section.
City of Homer v. Gangl, Sup. Ct. Op. No.
2559 (File Nos. 5702, 5743), 650 P.2d 396
(1982).

A real property lien is beyond the
scope of what may be "necessarily or
fairly implied in or incident to" the au-
thority to collect a sales tax. Fairbanks N.
Star Borough v. Howard, Sup. Ct. Op. No.
2036 (File No. 4575), 608 P.2d 32 (1980).

Sec. 29.45.660. Notice of sales and use tax. (a) If the borough
levies and collects only a sales tax and use tax, the assembly shall
provide a notice substantially in the form set out in AS 29.45.020. In
providing notice under this subsection, the assembly shall substitute
for the millage equivalency its estimate of the equivalent sales tax
rate for each of the categories of financial assistance set out in AS
29.45.020. Notice shall be provided

(1) by publishing in a newspaper of general circulation in the bor—
ough a copy of the notice once each week for a period of three succes—
sive weeks, with publication to occur not later than 45 days after the
final adoption of the borough 3 budget; or

(2) ifthere isno newspaper ofgeneral circulation in the borough, by
posting a copy of the notice for at least 20 days in at least two public
places in the borough, with posting to occur not later than 45 days
after the final adoption of the borough 3 budget.

(b) Compliance with the provisions of this section is a prerequisite
to receipt of municipal tax resource equalization assistance under AS
29.60.010 — 29.60.080 and state aid for miscellaneous municipal ser—
vices under AS 29.60.100 - 29.60.180. The department shall withhold
annual allocations under those sections until municipal officialsdem —
onstrate that the requirements of this section have been met. (8 12 ch
74 SLA 1985)
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