




State Legislative Status of Streamlined Sales and Use Tax Agreement
(As of May 14, 2003)

In e a r ly  2000 , re p re s e n ta tiv e s  o f s ta te  g o v e rn m e n t an d  th e  b u s in ess  co m m u n ity  fo rm ed  th e  S tre a m lin e d  S a les  T ax  P ro jec t (S S T P ) to  de ve lo p  
m e a s u re s  to  de s ig n , te s t an d  Im p le m en t a sa le s  a n d  use  ta x  sys tem  th a t ra d ica lly  s im p lifie s  sa les  and  use  taxe s . O n N o v e m b e r 12, 2002 , 34 
s ta te s  and  th e  D is tr ic t o f  C o lu m b ia  in vo lve d  in the  S tre a m lin e d  S a le s  T a x  Im p le m en ting  S ta te s  (S S T IS ) p ro ce ss  ap p ro ved  th e  S tre a m lin e d  S a les 
a n d  U se  T a x  A g re e m e n t ba se d  upon  re c o m m e n d a tio n s  p u t fo rth  by  the  S S T P . In e a rly  2003 , s ta te  le g is la tu re s  began  th e  p ro ce ss  o f in tro du c ing  
le g is la tio n  a im e d  a t co n fo rm in g  th e ir  s ta te  sa le s  a n d  use  ta x  s ta tu te s  to  th e  A g re e m e n t. T h e  A g re e m e n t g o e s  in to  e ffe c t w h e n  10 s ta tes  
co m p ris in g  a t le a s t 2 0  p e rc e n t o f th e  p o p u la tio n  o f  s ta te s  im p os in g  a sa le s  ta x  h a ve  com e in to  com p lia nce . H o w eve r, c o lle c tio n  by  se lle rs  o f s a le s  
a n d  u se  taxe s  on  re m o te  s a le s  rem a in s  vo lu n ta ry  u n d e r th e  A g re e m e n t un til e ith e r C o ng ress  o r the  S up rem e  C o u rt a c ts  to  m ake  th is  co lle c tio n  
m a n d a to ry .

S ta te  in compliance with S ST IS  S ta te participated in the negotiations o f the S ST IS  S tate is a Participating State in the S ST P  
____________________________________________________State does not impose sa le s tax_________  ____

State Bill Numberfs) and Sponsors Legislative Status Intent of Legislation Effective Date
Alabama HB694 introduced by Rep. Graham. Legislation brings state into 

compliance with the SSTIS 
Agreement.

Alaska HB 293 introduced in the House. Legislation establishes a 
state sales tax and brings the 
state into compliance with the 
SSTiS Agreement.

Arizona
Arkansas SB483 introduced by members of the Senate 

Finance and Taxation Committee on 
02/28/03.

3B483 signed into law by Gov. 
Huckabyon 04/11/03.

Legislation would conform 
the state's sales and use tax 
statutes to the SSTIS 
Agreement.

California SB 157 introduced by Sen. Bowen on 
02/11/03

SB 157 reported from Revenue 
and Taxation Committee; 
currently pending before Senate 
Appropriations Committee.

Legislation would make 
California a participating 
state in the SSTIS.

Colorado



Connecticut SB 328, introduced by Sen. Crisco 
on 01/21/03

Legislation referred to Joint Committee 
on Finance and Revenue.

Legislation endorses the 
SSTIS Agreement.

Delaware NO SALES TAX
District of 
Columbia

The District of Columbia City Council 
passed a resolution in 2002 to bring 
the majority of the city’s sales tax 
statutes into compliance with the 
terms of the SSTIS Agreement.

Florida S 1776 introduced by Senate 
Finance & Taxation Committee

S. 1776 reported from Senate Finance 
Committee on 03-27-03; legislature 
adjourned prior to House taking action 
on the legislation.

Legislation brings the state 
into compliance with the 
Agreement.

Georgia
Hawaii HB 1226 (introduced by Rep. Say 

on 01/23/03) and SB 1397 
(introduced by Sen. Bunda on 
01/22/03).

Legislation has been approved by both 
Houses and sent to Gov. Lingle for 
signature.

Legislation allows Hawaii to 
become a member of the 
SSTIS.

July 1,2003

Idaho SI 193 was introduced in the 
Idaho Senate on 04/24/03.

S1193 referred to Senate Local 
Government and Taxation Committee 
but failed to win approval by the 
Committee on 05/02/03.

Legislation authorizes the 
Tax Commission to enter into 
the SSTIS Agreement and 
make the proposed statutory 
changes,r the state's laws.

Illinois SB631 introduced by Sens. Welch 
and Rauschenberger HB 848,849, 
850.851 introduced by Reps. 
Madigan and Currie

SB 631 approved by Senate on 
03/25/03; House measures approved 
on 04/03/03.

Legislation will bring state 
into compliance with the 
SSTIS Agreement.

Indiana SB465 (introduced by Sens. Borst 
and Crisco on 01/21/03); HB 1815 
introduced by Rep. Crawford.

Legislation signed into law by 
Governor on 05/08/03.

Legislation amends current 
Indiana statutes to conform 
the state’s laws to the SSTIS 
Agreement.

January 1.2004



Iowa SB 1200 introduced by Sen. 
McKibben.

SSTiS conforming language included 
in HF683 and approved by the House; 
legislation is pending in the Senate 
during special session.

Legislation would bring state 
into compliance with the 
SS i IS Agreement.

Kansas SB 192 introduced by Sen. Corbin; 
HB 2264 introduced by the 
Committee on Taxation

Compliance language included in HB 
2005 approved by both Houses on 
05/07/03; legislation sent to the 
Governor for signature.

Legislation would bring the 
state into compliance with the 
SSTIS Agreement.

Kentucky HB 293 Introduced by Reps. 
Moberty and Belcher introduced on 
01-07-03;

HR 293 signed by Gov. Patton on 
03/18/03.

Conforms Kentucky statues 
to the SSTIS Agreement 
Legislation also provides for 
a sales tax holiday in August 
2003.

July 1,2004

Louisiana SB 551, SB 674, SB 708, SB719 
introduced by Sen. Jones

Legislation approved by Senate on 
05/01/03; legislation now pending in 
the House.

Legislation would bring some 
uniformity to the tax laws of 
local jurisdictions; some state 
conformity measures 
included to bring state into 
compliance with the SSTIS 
Agreement.

Maine HB 552 introduced by Rep. Lemoine 
on 02/14/03.

HB 552 referred to Committee on 
Taxation on 02/14/03.

Legislation would bring state 
into compliance with the 
SSTIS Agreement.

Maryland HB 559 introduced by Del. Hixson, 
etal.

Passed by the House on 03/21/03; 
approved by the Senate on 04/03/03.

Legislation seeks a report on 
the statutory changes and 
costs to the state to come 
into compliance with the 
Agreement.

Massachusetts SB 1949 introduced to make the 
state an Implementing State.

SB 1949 approved by the legislature 
on 03/05/03.

Legisl?''on would make state 
a member of the SSTIS.



Michiqan
Minnesota SF1007, SF 1008. HR 1463, HF 

1597 and SF1505
HF 1597 approved by the House on 
05/06/03; SF 1505 approved by the 
Senate on 05/02/03.

Legislation introduced to make final 
amendments to state's sales and 
use tax statutes and bring state into 
compliance with Agreement. 
Minnesota enacted legislation in 
2002 to adopt most of the provisions 
of the SSTIS Agreement.

Mississippi SB 2089 introduced on 01/24/03 Passed by both the House and Senate 
on 03/08/03.

Legislation would make Mississippi a 
member of the SSTIS.

Missouri SB631 introduced by Sens. Bray, 
Voqel. and Goode.

Legislation brings state into 
compliance with the Agreement.

Montana NO SALES TAX 

SB470 introduced by Sen. Mangan.

SB470 referred to the Committee on 
Taxation and is scheduled for a 
hearing on 03/06/03.

SB 224 would enact a 4 percent 
sales and use tax, permit certain 
sales and use tax exemptions, and 
recommends that state enter into 
the SSTIS Agreement.

Nebraska LB 282 introduced by Sen. Landis on 
01/13/03

LB 282 signed by Gov. Johanns on 
05/06/03.

Legislation would bring state’s laws 
into compliance with the SSTIS 
Agreement.

January 1,2004

Nevada AB514 introduced by Committee on 
Taxation

AB 514 approved by the Assembly on 
04/22/03; sent to the Senate for 
consideration.

Legislation brings state's laws into 
compliance with the SSTIS 
Agreement.

New
Hampshire

NO SALES TAX

New Jersey
New Mexico HB 891 introduced by Rep. Taylor Legislation conforms local sales 

taxes to SSTIS Agreement.
New York S. 2850 introduced by Sens. Saland, 

Bruno and Spano
SB 2850 approved by Senate on 
03/11/03; the language of SB 2850 
included in 2004 budget bill and 
approved by the House on 05/02/03; 
sent to Gov. Pataki for consideration.

Legislation would make the state a 
member of the SSTIS.



North Carolina SB 99 introduced by Sen. Kerr; HB 
44 introduced by Rep. Luebke.

Legislation would make changes to 
state's statutes to bring state into full 
compliance with the SSTIS 
Agreement. North Carolina enacted 
legislation in 2002 to adopt most of 
the provisions of the SSTIS 
Agreement.

North Dakota SB 2095 and SB 2096 introduced on 
01/07/03 by Sen. Cook.

SB 2095 and SB 2096 signed by Gov. 
Hoeven on 04/08/03.

Legislation would bring state's laws 
into compliance with the SSTIS 
Agreement.

December 31,2005

Ohio
Oklahoma HB1712 introduced on 02/04/03 by 

Rep. Pope; SB 708 introduced by 
Sen. Monson on 02/04/03.

HB1712 approved by the House on 
03/13/03; SB 708 approved by the 
House on 04/01/2003; legislation 
pending before a Conference 
Committee.

Legislation permits the state's tax 
commission to enter into the SSTIS 
Agreement and to promulgate the 
required changes in state statutes in 
order to bring the state into 
compliance with the SSTIS 
Agreement.

July 1,2003

Oregon NO SALES TAX 
HB 3500 and HB 3608 introduced by 

Rep. Hansen and Revenue 
Committee.

Hearing held on HB 3500 on 04/11/03. Legislation would establish a sales 
tax system and bring the state into 
compliance with the SSTIS 
Agreement.

Pennsylvania
Rhode Island
South Carolina
South Dakota SB 76 introduced on 01/24/03 by the 

Committee on State Affairs
SB 76 signed into law by Gov. Rounds 
on 03/06/03.

Legislation brings the state into 
compliance with the terms of the 
SSTIS Agreement.

January 1,2004

Tennessee SB899 introduced by Sen. 
Clabough; HB 823 introduced by 
Rep. Head

Legislation brings state into 
compliance with SSTIS Agreement.



Texas SB 823 introduced by Sens. Fraser 
and VandePutte; HB 3143 
introduced by Rep. Wilson

SB 823 reported from Committee; placed 
on Senate calendar

Legislation would bring state into 
compliance with SSTIS Agreement.

Utah SB 147 introduced on 02/03/03 by 
Sen. Hillyard.

Gov. Leavitt signed SB 147 into law on 
03/24/03.

Legislation would bring slate into 
compliance with the SSTIS 
AgreemenL

January 1,2004

Vermont HB 480 introduced and referred to 
Appropriations Committee.

HB 480 approved by the House on 
05/02/03 as a part of the education 
finance bill.

Legislation would bring state into 
compliance with the SSTIS 
Agreement.

Virginia S jR  347 introduced on 01/08/03 by 
Sen. Hanger and HJR657 
introduced on 01/08/03 by Rep. 
Watts.

SJR 347 referred to Senate Rules 
Committee; HJR 657 approved by the 
House Rules Committee on 01/28/03.

SJR 347 and HJR 657 would create 
a joint study committee to review the 
impact of the SSTIS Agreement to 
the State and make 
recommendations regarding whether 
the state should conform its laws to 
the Agreement.

Washington SB 5783 introduced by Sen. 
Finkbeineron 02/12/03; HB 1863 
introduced by Rep. Gombosky on 
02/12/03.

Legislation signed into law by Gov. 
Locke on 05/12/03.

Legis lation bring majority of state's 
statutes into compliance with the 
Agreement.

West Virginia HB 3014 HB 3014 signed into !asv by Gov. Wise 
on 03/14/03.

Legislation authorizes the Revenue 
Commissioner to enter the state into 
the Agreement and make any 
changes to the state's statutes to 
conform to the Agreement.

January 1,2004

Wisconsin
Wyoming Wyoming enacted legislation in 2002 to 

bring the state into compliance with the 
SSTIS.



ADD A NEW SECTION TO PROPOSED 
AS 43.44 (CS FOR HOUSE BILL NO. 293,STATE SALES TAX):

Sec. 43.44.___ . Disposition of sales tax proceeds from sales of tourism related goods and

services, (a) The Department of Revenue shall, in consultation with the Commissioner of Community 

and Economic Development, annually estimate the total amount of sales tax revenues generated during 

the prior fiscal year under AS 43.44.010 from the sale of tourism related goods and services. On 

October 30 of each year, the Department of Revenue shall report the tourism sales tax revenues to the 

Dept, of Community & Economic Development and the qualified trade association and transfer the 

amount estimated under (b) and (c) of this section to the Department of Community & Economic 

Development.

(b) In estimating the total amount of sales tax revenues generated from the sale of tourism related 

goods and services for the types of tourism related goods and services described in (c)(1) through (5) o4 

this section, the department shall use the most current United States Bureau of Census economic 

information listed for Alaska using the North American Industrial Classification System codes 

applicable to those types of businesses, adjusted annually to reflect changes in the Consumer Price Index 

for Anchorage. In estimating the total amount of sales tax revenues generated from the sale of goods 

and services described in (c)(6) and (7) of this section, the department shall use the most current visitor 

statistics, including secondary arrival statistics, resulting from research conducted by the division of 

tourism under AS 44.33.120 and research provided to the Office of Tourism by a qualified trade 

association as part of a contract entered into under AS 44.33.125.

ALASKA TRAVEL INDUSTRY ASSOCIATION



(c) In tliis section, ‘‘tourism related goods and services” includes (1) scenic and sightseeing 

transportation services, whether provided on land or water or in the air, (2) passenger and recreational 

vehicle rentals, (3) hotel, motel and bed and breakfast services, (4) recreational and vacation camps and 

campgrounds rental, including recreational vehicle parks, (5) Alaska Marine Highway System 

transportation services, (6) Alaska Railroad passenger transportation and automobile transportation and 

towing services, (7) Alaska Native arts and crafts, (8) restaurant services provided by salmon bakes, and 

(9) goods sold by a retail shop that receives more than 75 percent of its gross receipts between May 1 

and September 30.

(d) The legislature may annually appropriate to the Department of Commerce & Economic 

Development the total amount of sales tax revenues established in (b) and (c) of this section for the 

purpose of entering into a contract with a qualified trade association for tourism marketing under AS 

44.33.125.



S T A R T  T ax  R a la s  M o d e  D lst P a g o  1 D raft -1 /3 5 /2 0 0 3

Sacuarlo Six - Summary Tablo -  Tourism Activity Tax: Rovanuo Projections

Taxable Afl'ylly Esilmoiod Expenditures 1% Tax 15% Tax ?2St Tax
Scenic & Sighlseelng Transportation - Land. Wnlor, $217,107,760 52,171,078 53.256,616 $4,342,155
Other
Passenger Car 4 RV Rental SI 1.179.77G 5111,798 $167,697 5223,596
Hotels and Molels S373.-185,250 53,734,853 55,602,279 $7,489,705
Bod 4 Broaklasl Inns S6.3-11.62C $63,410 $95,124 $126,833
Recroahonal and Vucallon Camps(oxcepl campgrounds) 532,737,713 $327,377 $191,066 $654,754

Racraallonal Vohldo Parks and Campgrounds 55,725.850 $57,259 585,888 $114,517
Alaska Marine Highway Passenger Faros 538,700,000 5387,000 $580,500 $774,000
Alaska Railroad Passongor Faros 4 Passanger Car 514.000,000 $140,000 $210,000 $280,00"
Towing
Alaska Native Arts 4 Cralts 5105,115,830 51,051,158 $1,576,737 $2,102,317
"Seasonal* Roiail Shops (exclusive ol Native Arts 4 5117,400,000 $1,174,000 $1,761,000 $2,340,000
Salmon Bakes 52.500.000 $25,000 $37,500 550.000
Total 5924,293,813 $9,242,938 $13,864,407 $18,485,876

Visitor Expenditures by Cruise Ship, Crulselour 4 Tour Visitors
Estimated Expenditures

Total Cruise 4 
Sampled CrulseTour

l and. Water 4 Other Scenic 6 Sinhiseeing Sampled Cruise 4 Group as a Grouo f 11 pax

Cruise 4 
CmisoTour 
Group as n 
Porcenlof

Tolal Tour 
Group 169 444

Transportation CmisoTour Group Percent* 144.444 Total Tour pax
Cruise Shib Pp^sengers

Shore Excursion Expenditures (cruise pax) $107,900,000 84% $128,452,381 100% $128,452,381
kand four Pajsoqqnrs

Land Tours $11,600,000 84% $13,809,524 B5% $16,246,499
Molorcoach Iransportalion $25,100,000 84% $29,880,952 80% $35,154,062
Railroad Iransportalion $22,200,000 84% $26,428,571 85% $31,092,437
Allraclions (2 major) $4,400,000 84% $5,238,095 85% $0.162465
Total ol Land. Waler 4 Other Sconic 4 Sighlseelng 5203,809,524 85% $217,107,843
Transportation

Hotol Revenues $60,700,000 100% $60,700,000 85% $71,411,765

Rolall Shop Expenditures (by lour pax) $9,800,000 84% $11,666,667 85% $13,725,490
Retail Shop Expenditures (by crulsa pax) $86,900,000 84% $103,452,381 100% $103,452,381

Total Crulsa-rolalad land-side Visitor Expondiluros 
Total Taxable Expenditures
Cruisoralalod taxablo expenditures as a petcenl ol total

$379,628,572
$924,293,813

411%
taiabla expondilures
* The somplad cruise group was calculalad as 8-1% ol all projoclod lower berths par port ol call In Alaska 2003 Ports are Ihe occasion where taxed 
expondiluros may be rnado



START Tax Ratos Modo Disl.

Snmnled Crulsnl'nnx IH4 V. ol Total borlhs/pofts)

Holland Americ-
Princess
Royal Caribbean
Radisson Savon Seas
Carnival
Colebrily
ryslal

Unsamoled Cru'selinos (16% ol barths/porls)
Amorican Wast Steamboat
Clippor Crulsa Lina
CrulsaWosI
Crystal Cruises
Hapag Lloyd
Hapag Uoyd
Japan Cruise Lino
Llndblad Expeditions
Mitsui O.S.K
Norwegian
Rasidensea
Society Expeditions
World Exploror

Snmoled Tour Companies 
IBSV. ollour pax)

Holland Amorica 
Princess
Royal Colebrily Tours 
Shipn-shora 
GrByllna ol Alaska 
Alaska Sighlseelng 
Collollo 
Carnival (HAL)
Vantage
Holiday Travel Sarvico

Unsampled T-w.
Premlor Alaska Tours 
Alaska Travel 4 Tour 
Alaska Wildland Tours 
Knlgltlly Tours 
■All Olhor*

P a g o  2  D ra ft *1 /25/2003



START Taxable Activities

NAICS

C o de  T yp e  o f  A c t iv ity

S c e n ic  & S ig h ts e e in g  T ra n s p o rta t io n  - Land , 
W a te r & O th e r

487110 Land
T his  industry com prises estab lishm ents prim arily 
engaged In prov id ing scen ic and s ightsee ing 
Iransporta lion  on land, such as sightsee ing buses 
and trolleys, s team  tra in excursions, and horse- 
draw n s ightsee ing rides. The services provided are 
usually loca l and involve sam e-day return to p lace 
o f orig in .
Buses, scen ic  and sightsee ing opera tion
Cable car, land, scen ic and s igh lsee lng opera tion
Carriage, horse-d raw n, opera tion
Cog ra ilway, scen ic  and sightsee ing, opera tion
Horse-draw n carriage operation
M onora il, scen ic  and sightsee ing, opera lion
Railroad Iransporta lion , scen ic and sightsee ing
Railroad, scen ic and sightseeing, opera lion
Railw ay transporta tion, scen ic and sightsee ing
S cen ic and s igh tsee ing excursions, land
S ightsee ing bus opera tion
S ightsee ing opera tion, hum an-draw n veh ic le
S team  tra in excursions
Tour bus, scen ic  and sightseeing, opera lion
T racked veh ic le  s ightsee ing operation
Trolley, scen ic and sightsee ing, opera tion

487210 W a le r
This industry  com prises estab lishm ents prim arily 
engaged in prov id ing scen ic and s ightsee ing 
transporta tion  on w a ler. The services provided are 
usua lly  loca l and involve sam e-day return to place 
o f orig in .

Page 1 of 6 Draft 4/2C/2G03

1997 NAICS 
E x p e n d itu re s

$104,806,000

2001 C a lc u la te d  

E x p e n d itu re s  N o te s

$217,107 ,760 C onsls ls  o f C ru ise pax shore  excurs ions, land tours,
m otor coach Iransporta lion , ra ilroad Iransporla lion , and 
attractions.
Included In Ihis ca le g o ry  are som e revenues from  air 
transportation w h ich  canno l be taxed. T o  th is extent, the 
total am ount o f this ca tegory  w ill be reduced.
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N A IC S  1 9 9 7  N A IC S  2 0 0 1  C a lc u la te d
C o d e  T vn e  o f  A c tiv ity  E x p e n d itu re s  E x p e n d itu re s  N o te s

A irboat ( i.e ., sw am p buggy ) ope ra tion  
B oa t, fish ing ch a rie r, o p e ra lion  
C h a r ie r  fish ing b o a l op e ra lio n  
D in ne r c ru ise s  
E xcu rs ion  b oa t opera tion  
F ish ing  boa t ch a rte r op e ra tion  
H a rb o r s igh tsee ing  tou rs 
H ove rc ra ft s igh tsee ing  ope ra tion  
S cen ic  and  s igh tsee ing  excu rs ion s , w ate r 
S ig h tse e in g  b oa t ope ra tion  
Sw am p  buggy opera tion  
W h a le  watching excu rs ion s

4 8 7 9 9 0  O i lie r
Th is industry c om p rise s  e s tab lishm en ts  prim arily 
en g ag ed  In p rovid ing scen ic  and  sigh tsee ing  
tran spo rta tion  (excep t on  land  and w a te r). T he 
se rv ic e s  p rov ided  a re  u sua lly  loca l and  invo lve 
s am e -d a y  retu rn  to p la ce  o f  d epa rtu re .
A e ria l c a b le  ca r, scen ic  and  s igh tsee ing , op e ra lion  
A e ria l tram w ay, scen ic  and  s igh tsee ing , ope ra tion  
G lid e r e x cu rs ion s
H e licop te r ride , scen ic  and  s igh tsee ing , op e ra lion  
Hot a ir  b a llo on  ride, scen ic  and  s igh tsee ing , 
o p e ra lio n
S cen ic  and  s igh tsee ing  excu rs ion s , ae ria l 
T ram w ay , ae ria l, scen ic  and  sigh tsee ing  ope ra tion

5 3 2 1 1 1  P a s s e n g e r  C a r  a n d  RV  R e n ta l
T h is  industry com p rise s  e s tab lishm en ts  prim arily 
en g ag ed  in renting p a s se n g e r c a rs  w ilhout d rive rs , 
g e n e ra lly  fo r short p e riod s o f  time.

$ 1 1 ,1 7 9 ,7 7 6
2 0 0 2  estim ated  exp end ilu re s  ca lcu la ted  a s  fo llow s :
176  S ta te  reg is te red  ren ta l c a r e s tab lishm en ts .
7 2  A ncho rag e  -b a sed  ren ta l c a r e s tab lishm en ts  - 
$ 5 ,5 8 9 ,8 8 8  in estim ated  expend itu res  b a sed  on  8 %  la x  
ra v en u e s  o f $ 4 4 7 ,1 9 1  in 2 0 0 2 . A ssum e  A n ch o rag e  h as 
5 0 %  o f sta te  ren ta l s a le s .

A u tom ob ile  ren ta l
C a r  ren ta l
C a r  ren ta l ag enc ie s
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NAICS
C o de

721110

1997 N AICS 2001 C a lc u la te d  

T y p e  o f  A c t iv ity  E x p e n d itu re s  E x p e n d ltm e s  N o te s

L im ousine rental w ithou t d rive r 
Luxury autom obile  renta l 
P assenger car rental 
P assenger van renta l 
P assenger van renta l agencies 
S port u tility veh ic le  renta l 
Van (passenger) rental 
R ecrea tiona l Veh ic les

H o te ls  a n d  M o te ls

T h is  industry com prises estab lishm ents prim arily 
engaged in provid ing short-te rm  lodging in facilities 
Im own as hotels, m o to r hotels, resort hotels, and 
m ote ls. The estab lishm ents in this industry m ay 
o ffe r food and beverage sen/ices, recreational 
serv ices, con ference room s and convention 
serv ices, laundry serv ices, parking, and o ther 
sp.rvir.RS
A lp ine skiing facilities w ith accom m odations (i.e., 

ski resort)
A uto  courts, lodging
A utom obile  courts, lodg ing
H ealth spas (i.e., physica l fitness fac ilities) w ith
accom m odations

Hote ls
H ote ls  w ilh  go lf courses, tennis courts, and/or o ther
health  facilities
H ote ls, resort
H ote ls, seasonal
M otels
M otor courts
M otor hotels
M otor inns
M otor lodges
R esort hotels
S easonal hotels
Ski lodges and reso .ts  w ith  accom m odations

$373,485 ,250 Expend itu res Include room  rents only. Food & B everage 
and o ther serv ice  charges not included.
E stim ated 17,875 room s (hote ls, m ote ls , resorts, 
lodges) Annua l 2002 occupancy = 62% . E ffective  room  
rate = $92.33



START Taxable Activities

NAICS

C o de  T y p e  o f A c t iv ity
S um m er resort ho te ls 
Tourist Lodges

7 2 1 1 9 1  B ed  & B re a k fa s t  In n s
This U.S. In 'u s lry  com prises estab lishm ents 
prim arily engaged in provid ing short-te rm  lodg ing in 
facilities known as bed-and-breakfast inns. These 
estab lishm ents prov ide  short-te rm  lodging in private 
hom es o r sm all bu ild ings converted for this 
purpose. Bed-and breakfast Inns are characterized 
by a h igh ly personalized service and inclusion o f a 
full b reakfast in a room  rate. Bed and breakfast 
inns. Inns, bed and breakfast

R e c re a tio n a l a n d  V a c a tio n  C a m p s (e x c e p t 
721214 c a m p g ro u n d s )

130 lis ted estab lishm ents. Th is U.S. industry 
com prises estab lishm ents prim arily engaged In 
opera ting ove rn igh t recreational cam ps, such as 
ch ildren 's  cam ps, fam ily  vacation cam ps, hunting 
and fishing cam ps, and ou tdoor adven tu re retreats 
that o ffe r trail rid ing, w h lte -w ater rafting, h ik ing, and 
s im ilar activ ities. These estab lishm ents provide 
accom m odation facilities, such as cabins and fixed 
cam psites, and o th e r am enities, such as food 
services, recreationa l facilities and equipm ent, and 
organized recreationa l activities,
Boys' cam ps (except day, instructional)
Cam ps (except day, instructional)
C hildren 's cam ps (except day, Instructional)
Dude ranches
Fishing cam ps w ith accom m odation  facilities 
G irls' cam ps (except day, Instructional)
G uesl ranches w ith accom m odation  facilities 
Hunting cam ps w ith  accom m odation facilities

Page 4 of 6 Draft 4/25/2003

1997 NAICS 
E x p e n d itu re s

$4,93U,000

$31,813,000

2001 C a lc u la te d  

E x p e n d itu re s  N o te s

$6 ,341 ,626 $4,930,000 x 1.107 x 1.162 = $6 ,341 ,626
The A laska Bed & B reakfast A ssoc ia tion  has 200 
m em bers. T hey  have no data on Ihe nu m be r o f B & B s In 
the S la te , and the L icensing C a tego ry  o f the S tate 
includes m any o ther types o f es tab lishm en ts . The 
P resident o f the A ssoc ia tion  has heard that there a re  as 
m any as 2 ,000 in the State. T h is  num ber seem s 
excessive. A ve rage  room  rate for A ssoc ia tion  m em bers 
is $95 per room  pe r n igh t. If th is w as Ihe ave rage  ra le  
fro all B&Bs, then $6.3 m illion equa ls 66 ,75 ’ room  
nights. If there w ere  actua lly  1,000 active B & B s during 
the 120 day sum m er season, this would rep resen t abou t 
one rented room  every o ther day fo r each B&B.

$32,737,713

T he fo llow ing are exem pt from  the tax: Boy's C am ps, 
Cam ps, C h ild ren 's  Cam ps, G irl's  Ca ps.
Assum e 20%  o f iiv e n u e s  are from  exem pt cam ps. 
$25,450,400 x 1.1 17 x 1.162 = $32,737,713
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NA ICS
C o de

721211

1997 NAICS 2001 C a lc u la te d  
T y p e  o f  A c t iv ity  E x p e n d itu re s  E x p e n d itu re s  N o te s

N udist cam ps w ith accom m odation facilities 
O u tdoor adven tu re retreats w ith accom m odation 
facilities
R ecrea tiona l cam ps w ith accom m odation facilities 
(except cam pgrounds)
S um m er cam ps (except day, Instructional)
T ra il rid ing cam ps w ith  accom m odation  facilities 
V aca tion  cam ps (except cam pgrounds, day 
ins tructiona l)
W ilderness cam ps

R e c re a tio n a l V e h ic le  P a rks  and  C a m p g ro u n d s  $6,359,000
28 lis ted esfablishem ents. This U.S. industry
com prises estab lishm ents prim arily engaged in
opera ting  s ites to accom m odate cam pers and the ir
equ ipm ent, includ ing tents, tent tra ilers, travel
tra ilers, and R Vs (recreational vehicles). These

estab lishm ents.m ay provide access to facilities,
such as w ashroom s, laundry room s, recreation
halls and playgrounds, stores, and snack bars.
C am pgrounds (would com pete w ith S tate/Federa l 
cam pgrounds)
R ecrea tiona l veh ic le  parks 
RV (recreationa l veh ic le ) parks 
Trave l tra ile r cam psites

$5,725,858

C am pgrounds fo r tents on ly w ou ld  be exem pt. S ta te  and 
Federal cam pgrounds m ay be exem pt from  this tax. 
A ssum es ten t-on ly  cam pgrounds accoun t for 30% . 
4 ,451,300 x 1.107 x 1.162 = $5 ,725 ,858

A la ska  M a rin o  H ig h w a y  P a sse n g e r F ares $38,700,000 P assenger R evenue in fo rm ation frm  AM H S.

FY02 Ju ly ’01-Sept. '01: $11.6 m il.
O ct '01 -D ec '01: $6.5. Jan '02 -M ar '02: $7 .7 m il.
A p r '02-Jun '02: $12.3 m il.
S um m er M onths M ay-Sept: $21.2 mil. (54 .7%  o f 
A nnua l)
W in te r M onths O ct-Apr: $17.5 m il. A nnua l R evenue:

A la s k a  R a ilro a d  P a s s e n g e r Fares &  P a s s e n g e r $14,000,000 Based on in fo rm ation  from  the A laska Railroad
T o u r  C a r T o w in g
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N A IC S
C o d e T yp e  o f  A c tiv ity

1 9 9 7  NA ICS  
E x p en d itu re s

2 0 0 1  C a lc u la te d  
E x p e n d itu re s N o te s

A la s k a  N a tive  A rts  & C ra fts $1 0 5 ,1 1 5 ,8 3 0  In o rder lo ca lcu la te  A laska N ative A rts & C rafls
ex p end itu res , w e w en t back  to th e  original dla* y en trie s  
and  exam ined  them  for a ccu racy . D escriptic is w ere  
brief, but a  n u m b er of p roduc ls  w e re  obviously  not 
"Silver H and" A laska N ative A rts & C rafts. T h e s e  w ere  
rem oved , a s  well a s  o n e  dram atically  la rge  ex p en d !'' ,rt 
in FW S w hich sk ew ed  th e  resu lts . T he  re su lts  a 'e  a s  
follows:
S u m m er E xpend itu res = $9 5 ,9 0 9 ,5 6 4  (dow n irom 
$ 110.5 million In A V SP IV)
FW S E xpend itu res = $ 9 ,206 ,274  (dow i from $69  million 
in A V SP IV)

S a lm o n  B a k e s  $ 2 ,500 ,000  1993 S u m m er A V SP S alm on  B ake N um bers = 88 ,800 .
In c re a se  in S u n ,m er visitors to 2 001=  39 .6% . C o n su m e r 
P rice Index from 1993 (A nchorage) = 116 .2 . 2001 
equ ivalen t S alm on  B ake N um bers  = 123 ,964 . A verage  
Trice estim a ted  a t $25 . 2001 V alue = $3 ,0 9 9 ,1 2 0 . (a 
review  of sa lm o n b ak e  e s ta b lish m e n ts  s u g g e s ts  th a t 
th e s e  num bers  m ay b e  ab o u t 25%  high) U sing 100 ,000  
a s  an  estim a te , th e  ex p en d itu res  w ould b e  $ $2 .5  million

S e a s o n a l  R eta il S h o p s
(S e a so n a l m e a n s  retail sh o p  rece iv e s  m ore  than  
75%  of its b u s in e ss  b e tw een  M ay 1 an d  S ep t. 30)

$117 ,400 ,000
•This ca tego ry  is in addition  to  a n d  exclusive  of visitor 
exp en d itu res  on A laska  N ative A rts a n d  C rafts . A nnual 
Retail exp en d itu res  a re  e s tim a ted  a t  $ 2 34 .8  million. 
A ssum ing  50%  of ex p en d itu res  a re  in "sea so n a l"  sh o p s , 
the taxab le  am oun t is $117 ,4 0 0 ,0 0 0 .

T o ta l o f  alt a c tiv it ie s $ 9 2 4 ,2 9 3 ,8 1 3



Annual Meeting :: About Prince o f Wales

S a l e s  T a x  P o l l  R e s u l t s  

Poll Results -  U p d a t e d  2 : 3 0  p m  M a y  1 4 t h

S o u th e a s t  C o n fe r e n c e  a s k e d  o u r  m e m b e r s  t o  w e ig h  In  o n  th e  r e c e n t ly  p r o p o s e d  s a le s  t a x  m e a s u r e .  W e  a r e  s t i l l  

o p e n  t o  r e s p o n s e s .

1 . A re  y o u  in  f a v o r  o f  o r  o p p o s e d  t o  t h e  p r o p o s e d  s a le s  ta x ?

I n  F a v o r  8  m e m b e r s  O p p o s e d  4 8  m e m b e r s

2 . P le a s e  r a n k  t h e  f o l lo w in g  f is c a l  s o lu t io n s  f r o m  t h e  le a s t  o b je c t io n a b le  ( # 1 )  t o  t h e  m o s t  o b je c t io n a b le  ( # 3 ) .  I f  

y o u  h a d  t o  a c c e p t  s o m e  f o r m  o f  t a x ,  w h ic h  w o u ld  y o u  p r e fe r ?

0
U sa of P arm anan t Fund 

E arrtn g a
Incom a Tax S a taaT ax

a  L aaat Ob)«ctton«bU 30 26 2

■  S eco n d ary  Otojacttonable 20 18 19

■ Moat O bjacttonabla 7 14 36
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FISCAL NOTE

STATE  O F A L A S K A
2003 L E G IS L A T IV E  SESSION

Fiscal Note Number
Bill Version:
() Publish Date:

C SH B 293 (W & M )

R e v is ion  D a te /T im e  (N o te  if  co rre c tio n ): 
Title S ta te S a le s  Tax and U se Tax

Dept. A ffected;_____________R evenue
’ B RU
Com ponen t T ax Division

R evenue  O pera tion s

Sp on so r H ouse  W ays and Means Comm ittee
R equeste r H ouse  F inance Committee___________

E x p e n d itu re s /R e v e n u e s

Com ponen t No. 

(T h o u s a n d s  o f D o lla rs )

2 4 7 6

O PER A TIN G  E X PE N D ITU R ES FY 2 0 0 4 FY 2 0 0 5 FY 2 0 0 6 FY 2 0 0 7 FY 2008 FY 200 9

P e rson a l S e rv ices 
T rave l 
Contractual 
Supp lies 
Equipment 
Land & Structures 
G rants & C laim s 
M iscellaneous

2 .4 9 6 .4 3 .8 8 1 .5 3 .8 8 1 .5 3 ,8 8 1 .5 3 .8 8  1.5 3 ,8 8 1 .5
8 5 .0 7 5 .0 7 5 .0 7 5 .0 7 5 .0 7 5 .0

8 8 9 .5 9 9 5 .0 9 9 5 .0 9 9 5 .0 9 9 5 .0 9 9 5 .0
7 6 .3 9 2 .0 9 2 .0 9 2 .0 9 2 .0 9 2 .0

5 2 5 .0 6 7 .5 1 5 .0 1 5 .0 1 5 .0 1 5 .0

TO TAL O P ER A TIN G 4 ,0 7 2 .2 5 ,1 1 1 .0 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5

| 1 ,9 0 0 .0  | 4 0 0 .0  TCAPITAL E X PE N D ITU R ES

CH A N G E IN R E V E N U E S ( ) | 1 9 0 ,0 0 0 .0  | 4 1 0 ,0 0 0 .0  | 4 1 0 ,0 0 0 .0  | 4 1 0 ,0 0 0 .0  | 4 1 0 ,0 0 0 .0  | 4 1 0 ,0 0 0 .0

1 0 0 2  Federa l Receip ts
1 0 03  GF Match
10 04  GF
1 0 0 5  GF/P rog ram  Rece ip ts 
1 0 37  GF/Mentai Health
O ther (Specify Type-Do not abbreviate)

5 ,9 7 2 .2 5 ,5 1 1 .0 5 ,0 5 8 .5 5 .0 5 8 .5 5 .0 5 8 .5 5 ,0 5 8 .5

TO TA L 5 ,9 7 2 .2 5 ,5 1 1 .0 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5

E s t im a te  o f  a n y  c u r r e n t  y e a r  (FY 2003) c o s t :  150 .0
M ark  th is  b o x  (X) if f u n d in g  fo r  th is  bill i s  in c lu d e d  in  th e  G o v e r n o r 's  FY  2 0 0 4  b u d g e t  p r o p o s a l :  

PO SIT IO N S
Full-time 67 74 74 74 74 74
Part-time
Tem porary

AN ALYSIS: fAttach a seoarata oaoa if nar.esxarv)
T h is  le g is la tio n  w o u ld  p u t in to  e ffe c t a 3%  s ta te  sa le s  an d  u s e  ta x  e ffe c tiv e  J a n . 1, 2 0 0 4 .
T h is  le g is la tio n  a ls o  in c lu d e s  an  in c re a s e  in  the  s ta te  e x c is e  ta x  on  h ig h w a y  m o to r fu e l, fro m  8 c e n ts  a 

ga llo n  to  20  ‘ s a ga llo n , e ffe c tive  Ju ly  1, 2003 .
T h e  est,. 3d re v e n u e  fo r  th e  H o use  A /ays  and  M e a n s  C o m m itte e  S u b s titu te  is s ig n if ic a n t ly  h ig h e r

th a n  fo r the  o rig in a l b ill b e ca u se  o f 1) fu rth e r a n a ly s is  o f the  lim ite d  n u m b e r o f  e x e m p tio n s  u n d e r th e  b ill, 2) 
in c lu s io n  o f the  h ig h w a y  m o to r fue l tax  in c re a se  in the  b ill an d  3) c la r if ic a tio n  th a t ta n g ib le  p e rs o n a l 
p ro p e rty  p u rch a se d  fo r  o il an d  g a s  and  m in in g  e xp lo ra tio n , d e v e lo p m e n t an d  p ro d u c tio n  a c tiv itie s  w o u ld  be 
su b je c t to  the  s a ie s  a n d  use  ta x .

S ee  P age 2 fo r  fu r th e r  d iscu ss io n .

P repa red  by: C huck Harlam ert, Robynn W ilson  and Brett_Fried________________  P hone  4 6 5 -5 4 6 9
Division T ax  D i v i s i o n  Date fT im e 5 /1 2 /0 3  9 :5 8  PM
Approved by: Larry Perslly. Deputy Commissioner_________________________  Date 5/12/2003
Agency Department of Revenue____________________________________

(R tv u e d  0 7 0 0 2  OMB) Page 1 of _2.
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T h is  l e g i s l a t i o n  w o u ld :

• Increase the state’s highway motor fuel tax rate from 8 cents a gallon to 20 cents a gallon, and 
eliminate the special rate for gasohol (motor fuel blended with alcohol), thereby taxing gasohol 
at the same 20 cents as all other highway motor fuel. The rate increase would take effect July 
1, 2003. This legislation would not affect marine fuel, aviation gas or jet fuel taxes, and would 
not change the tax on off-road motor fuel (which would remain at 2 cents per gallon).

• Direct that the Legislature may appropriate 6 cents a gallon of the 12-cents-a-gallon highway 
motor fuel tax increase to municipalities, through the revenue-sharing formula at AS29.60.110.

• Impose a statewide sales and use tax of 3% on the sale and rents of tangible personal property 
and services. The tax would take effect Jan. 1,2004.

• Set a cap on the combined state and municipal sales and use tax rate at 8%, but would allow 
municipalities — with a vote of the local electorate — to raise only the municipal sales and 
use tax rate to exceed the combined state/municipal cap.

• Provide that municipalities with a local sales and use tax in ei. ;ct or approved as of April 1, 
2003, may continue to receive the full amount due under the tax until Jan. I, 2008, with the 
state to receive the amount remaining between the municipal rate and the 8% cap.

• The municipal share within the 8% cap would be limited to no more than 6% effective Jan. 1,
2008. Then, effective Jan. 1, 2010, municipalities would be limited to 5% within the 8% cap.

• Allow municipalities to collect and administer their own sales and use taxes for the first two 
years of the new state tax. Then, on Jan. 1, 2006, municipalities would need to start collecting 
their local sales and use tax under state rules. Then, on Jan. 1, 2008, the state would take over 
collection and administration of all municipal sales and use taxes.

• Require out-of-state vendors to collect the sales and use tax if the vendor is subject to the 
jurisdiction of the state under the U.S. Constitution.

'  Limit the tax to $5,000 of the purchase price of a motor vehicle, boat, plane or mobile home.
• Provide a mechanism for enforcement of the sales and use tax on the purchase of motor

vehicles, including those purchased out of state and brought to Alaska: AS 28.10.021 would 
requires that sales or use tax must have been paid to register a vehicle.

• Nothing in this measure would prevent municipalities from continuing existing or imposing 
new excise taxes on specific goods and services, such as a hotel bed tax or car rental tax.

• The state sales and use tax would sunset on Jan. 12, 2012.

T h is  le g is la t i o n  w o u ld  p r o v id e  c e r t a in  e x e m p t io n s  f r o m  t h e  s t a t e  s a le s  a n d  u s e  t a x :

• Sale for resale and sale or lease for subsequent lease.
• Ingredients or components used in manufacturing.
• Sales to federal, state and local government agencies.
• Sales tc or by IRS-approved 501(c)(3) nonprofit organizations.
• Sales/services by licensed health-care providers, prescription drugs, child-care services.
• Purchases with food stamps.
• Wages, insurance premiums, dividends and interest.
• Isolated or occasional sales.



FISCAL NOTE

STATE OF ALASKA
2003 LEGISLATIVE SESSION

R e v is io n  D ate /T im e  (N o te  If  co rre c tion ): 
T itle State Sales T ax and Use Tax

Fiscal Note Number:

Bill Version:
() Publish Date:

C SH B 293 (F IN )

S p on so r H ouse W ays  and Means Comm ittee
R equeste r H ouse F inance Committee___________

Dept. A ffected: Revenue
'B R U
Com ponent Tax Division

Revenue Operations

E x p e n d itu re s /R e v e n u e s

Component No. 

(T h o u sa n d s  o f D o lla rs )

2 4 7 6

Note: Amounts d o not include inflation un less otherw ise noted below .
O PER A TIN G  E X PE N D ITU R ES FY 2 0 0 4 FY 200 5 FY 2 0 0 6 FY 2007 FY 2008 FY 20 0 9
Persona l Serv ices 
Travel 
Contractual 
Supp lies 
Equipment 
Land & Structures 
G rants & C laims 
M iscellaneous

2 .4 9 6 .4 3 ,8 8 1 .5 3 ,8 8 1 .5 3 ,8 8 1 .5 3 ,8 8 1 .5 3 ,8 8 1 .5
8 5 .0 7 5 .0 7 5 .0 7 5 .0 7 5 .0 7 5 .0

8 8 9 .5 9 9 5 .0 9 9 5 .0 9 9 5 .0 99 5 .0 9 9 5 .0
76 .3 9 2 .0 9 2 .0 9 2 .0 9 2 .0 9 2 .0

5 2 5 .0 67 .5 15 .0 15 .0 15 .0 1 5 .0

TOTAL O PER A TIN G 4 ,0 7 2 .2 5 ,1 1 1 .0 5 ,0 5 8 .5 5 ,058 .5 5 ,0 5 8 .5 5 ,0 5 8 .5

I CAPITAL E X PE N D ITU R ES" I 1 ,9 0 0 .0  | 4 0 0 .0 I
CH A N G E IN R EV E N U E S ( ) | 1 8 0 ,0 0 0 .0  I 3 8 0 ,0 0 0 .0  | 3 8 0 ,0 0 0 .0  | 3 8 0 ,0 0 0 .0  | 3 8 0 ,0 0 0 .0  | 3 8 0 ^ 0 0 0

FUND SO U R C E_________________________  (Thousands o f D o lla rs )
1 0 02  Federa l Receipts
1 003  GF Match
1004  GF
10 05  GF/Program  Rece ip ts 
1 0 37  GF/Mental Health
O ther (Specify Type-Do not abbreviate)

5 ,9 7 2 .2 5 ,5 1 1 .0 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5 5 .0 5 8 .5

TOTAL 5 ,9 7 2 .2 5 ,5 1 1 .0 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5 5 ,0 5 8 .5

E s tim a te  o f  a n y  c u r r e n t  y e a r  (FY 2003) c o s t :  1 5 0 .0
M ark  th is  b o x  (X) if f u n d in g  f o r  th is  bill i s  In c lu d e d  In th e  G o v e r n o r 's  FY 2 0 0 4  b u d g e t  p r o p o s a l :  

PO SIT IO N S
Full-time 67 74 74 74 74 74
Part-time
Tem porary

ANALYSIS: /Attach a aooaralo oaoe if nacaaaarv)
T h is  le g is la tio n  w o u ld  p u t in to  e ffec t ~ 3%  s ta te  sa le s  an d  u s e  ta x  e ffe c tive  Jan . I,  2004 .
T h is  le g is la tio n  a lso  in c l"d e s  an in c rea se  in th e  s ta te  e xc ise  ta x  on h ig h w a y  m o to r fue l, from  8  cen ts  a 

ga llo n  to 20  cen ts  a  g a llo n , e ffe c tive  Ju ly  1, 20 03 , w ith  a p ro v is io n  th a t the  leg is la tu re  m a y  s h a re  w ith  
m un ic ip a litie s  h a lf o f  th e  in c re a se  (us ing  the  re ve n u e  sha ring  fo rm u la  in s ta tu te ).

S ee  P age 2 fo r  fu r th e r  d iscu ss io n .

P repa red  by: 
Division
Approved by: 
Agency

Chuck Harlam ert, Robynn W ilson and Brett Fried 
Tax D ivision________________________________________
Larry Perslly, Deputy Commissioner____________
Department ol Revenue _________________

Phone 4 6 5 -5 4 6 9
Date/Time 5 /15 /03 3 :1 4  PM

Date 5 /15 /2 003

(R*vt»*d W2002 OMB) Page 1 of_2___
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T h is  l e g is la t i o n  w o u ld :

• Increase the state’s highway motor fuel tax rate from 8 cents a gallon to 20 cents a gallon. The 
rate increase would take effect July 1,2003. This legislation would not affect marine fuel, 
aviation gas or jet fuel taxes, and would not change the tax on off-road motor fuel (which 
would remain at 2 cents per gallon).

• Direct ihat the Legislature may appropriate 6 cents a gallon of the 12-cents-a-gallon highway 
motor fuel tax increase to municipalities, through the revenue-sharing formula at AS29.60.110.

• Impose a statewide sales and use tax of 3% on the sale and rents of tangible personal property 
and services. The tax would take effect Jan. 1,2004.

• Set a cap on the combined state and municipal sales and use tax rate at 8%, but would allow 
municipalities — as per their charter or ordinance — to raise the municipal sales and use tax 
rate to exceed the combined state/municipal cap.

• Provide that municipalities with a local sales and use tax in effect or approved as of April 1, 
2003, may continue to receive the full amount due under the tax until Jan. 1, 2008, with the 
state to receive the amount remaining between the municipal rate and the 8% cap.

• The municipal share within the 8% cap would be limited to no more than 6% effective Jan. 1, 
2008. Then, effective Jan. 1, 2010, municipalities would be limited to 5% within the 8% cap.

• Allow municipalities to collect and administer their own sales and use taxes for the first two 
yearn' f the new state tax. Then, on Jan. 1, 2006, municipalities would need to start collecting 
their local sales and use tax under state rules. Then, on Jan. 1, 2008, the state would take over 
collection and administration of all municipal sales and use taxes.

• Require out-of-state vendors to collect the sales and use tax if the vendor is subject to the 
jurisdiction of the state under the U.S. Constitution.

• Limit the tax to $5,000 of the purchase price of a motor vehicle, boat, plane or mobile home.
• Provide a mechanism for enforcement of the sales and use tax on the purchase of motor 

vehicles, including those purchased out of state and brought *o Alaska: AS 28.10.021 would 
requires that sales or use tax must have been paid to register a vehicle.

• Nothing in this measure would prevent municipalities from continuing existing or imposing 
new excise taxes on specific goods and services, such as a hotel bed tax or car rental tax.

T h is  le g is la t i o n  w o u ld  p r o v id e  e x e m p t io n s  f r o m  t h e  s ta te  s a le s  a n d  u s e  t a x ,  i n c l u d i n g :

• Sale for resale and sale or lease for subsequent lease.
• Goods and services, ingredients, components and transportation used in operations and 

maintenance in natural resource industries. Capital assets would be taxable.
• Sales to federal, state and local government agencies.
• Sales to or by IRS-approved 501(c)(3) nonprofit organizations.
• Sales/services by licensed health-care providers, prescription drugs, c care services.
• Purchases with food stamps.
• Wages, insurance premiums, dividends and interest.
• Pull-tab, bingo and raffle sales.
• Isolated or occasional sales.
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CS FOR HOUSE BILL NO. 293(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - FIRST SESSION

B Y  T H E  H O U S E  F IN A N C E  C O M M IT T E E

O ffe re d :
R efe rred :

Sponsor(s): H O U S E  S P E C IA L  C O M M IT T E E  O N  W A Y S  A N D  M E A N S

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to a state sales and use tax; relating to taxes levied by cities and 

boroughs; providing authority to the Department of Revenue to enter into the 

Streamlined Sales and Use Tax Agreement; relating to the motor fuel tax; relating to the 

definition of 'taxpayer'; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 28.10.021(a) is amended to read:

(a) The owner of a vehicle subject to registration shall apply for registration 

under this chapter by properly completing the form prescribed by the commissioner 

under AS 28.05.041. Before the issuance of a certificate of registration by the 
department, the owner shall

(1) pay all registration fees and taxes required under this chapter 

[AND] federal heavy vehicle use taxes required under 26 U.S.C. 4481 (Internal 

F': venue Code of 1954). and the sales or use tax levied under AS 43.44.010;

(2) unless the owner qualifies as a self-insurer under AS 28.20.400 or

-1- CSIIB 293(FIN)
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is exempted from obtaining liability insurance under AS 28.22.011, certify to the 
department the existence of a motor vehicle liability policy that complies with 

AS 28.22.011 for the vehicle being registered; in this paragraph, "certify" means to 

indicate by check-off on the vehicle registration form prescribed by the department the 

existence of a policy of insurance, if a policy is required at that time, and the intention 

to continue the policy or obtain a policy as required by this subsection; and

(3) comply with other applicable statutes and regulations.

* Sec. 2. AS 29.10.200(51) is amended to read;
(51) AS 29.45.650 [AS 29.45.650(c), (d), (e), AND (f)] (sales and use

tax);
* Sec. 3. AS 29.10.200(52) is amended fo read:

(52) AS 29.45.700 [AS 29.45.700(d)] (sales and use tax);

* Sec. 4. AS 29.10.200 is amended by adding a new paragraph to read:
(64) AS 29.45.655 (specific taxes on property and services).

* Sec. 5. AS 29.35.110(a) is amended to read:
(a) Borough revenues received through taxes levied [COLLECTED] on an 

areawide basis by the borough may be expended on general administrative costs and 

on areawide functions only. Borough revenues received through taxes levied 
[COLLECTED] on a nonareawide basis may be expended on general administrative 

costs and functions that render service only to the ar^a outside all cities in the 

borough.
* Sec. 6. AS 29.35.170 is amended to read:

Sec. 29.35.170. Assessment and collection of taxes, (a) A borough shall 

assess [AND COLLECT] property [, SALES, AND USE] taxes and collect taxes, 

other than general sales and me taxes, that are levied in its boundaries, subject to 

AS 29.45.
(b) Taxes, other than general sales and use taxes, levied by a city shall be 

collected by a borough and returned in full to the levying city. This subsection applies 

to home rule and general law municipalities.
* Sec. 7. AS 29.35.170 is amended by adding a new subsection to read:

(c) Notwithstanding (a) and (b) of this section, a municipality that levies a
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general sales and use tax may collect the municipality's general sales and use tax 
through December 31, 2007. The state shall assume responsibility for administering a 

municipal general sales and use tax on January 1, 2008, unless requested to do so 
earlier by a municipality that has conformed its tax base, including exemptions, 

definitions, and sourcing rules, to AS 43.44.
* Sec. 8. AS 29.45.650 is repealed and reenacted to read:

Sec. 29.45.650. General sales and use tax. (a) Except as provided in 

AS 04.21.010(c) and AS 29.45.750, a borough may levy a general sales tax on the sale 

and rental of tangible or intangible property and on services provided in the borough.

(b) A borough levying a general sales tax may also by ordinance levy a use tax 

on the storage, use, or consumption of tangible personal property and on the use of 

services in the borough. The use tax rate must equal the sales tax rate, and the use tax 

shall be levied only on purchasers.
(c) A tax authorized under this section shall be administered and collected by 

the under AS 43.44 and subject to AS 43.44.015. The exemptions to, definitions 

for, and sourcing rules for a tax authorized under this section shall be identical to those 

provided in AS 43.44.
(d) After December 31, 2007, a municipality may not levy a sales and use tax 

on the sale or use of tangible personal property or the sale of services exceeding six 

percent.
(e) After December 31, 2009, a municipality may not levy a sales and use tax 

on the sale or use of tangible personal property or the sale of services exceeding five 

percent.

* Sec. 9. AS 29.45 is amended by adding a new section to read:

Sec. 29.45.655. Specific taxes on property and services. Except as 
specifically prohibited or limited, a municipality may levy and collect specific sales or 
excise taxes on single categories of tangible or intangible property or services, such as 

bed taxes, car rental taxes, liquor taxes, cigarette taxes, and fish taxes.

* Sec. 10. AS 29.45.660(a) is amended to read:

(a) If the borough levies [AND COLLECTS] only a general sales tax and use 

tax, the assembly shall provide a notice substantially in the form set out in

-3- CSHB 293(FIN)
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1 AS 29.45.020. In providing notice under this subsection, the assembly shall substitute
2 for the millage equivalency its estimate of the equivalent sales tax rate for each of the

3 categories of financial assistance set out in AS 29.45.020. Notice shall be provided

4 (1) by publishing in a newspaper of general circulation in the borough

5 a copy of the notice once each week for a period of three successive weeks, with
6 publication to occur not later than 45 days after the final adoption of the borough's

7 budget; or

8 (2) if there is no newspaper of general circulation in the borough, by

9 posting a copy of the notice for at least 20 days in at least two public places in the

10 borough, with posting to occur not later than 45 days after the final adoption of the

11 borough's budget.
12 * Sec. 11. AS 29.45.700 is repealed and reenacted to read:

13 Sec. 29.45.700. Power of levy. A city may levy a sales and use tax in the
14 manner provided for boroughs under AS 29.45.650 - 29.45.680 and subject to the
15 same limitations.
16 * Sec. 12. AS 29.45.810(a) is amended to read:

17 (a) A party to a contract approved by the legislature as a result of submission

18 of a proposed contract developed under AS 43.82 or as a result of acts by the
19 legislature in implementing the purposes of AS 43.82, and the property, gas, products,
20 I and activities associated with the approved qualified project that is subject to the

21 contract, are exempt, as specified in the contract, from all taxes identified in the
22 contract that would be levied [AND COLLECTED] by a municipality under state law

23 as a consequence of the participation by the party in the approved qualified project.
24 * Sec. 13. AS 43.05.499(11) is amended to read:

25 (11) "taxpayer" means a person required to pay, collect, or account

26 for a tax, including a person required to pay a seafood marketing assessment under

27 AS 1*51.
28 * Sec. 14. AS 43.40.010(a) is amended to read:

29 (a) There is levied a tax of 20 [EIGHT] cents a gallon on all motor fuel sold or

30 otherwise transferred within the state, except that

31 (1) the tax on aviation gasoline is four and seve^-’e^ths cents a gallon;

WORK DRAFT WORK DRAFT 23-LS1064W
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(2) the tax on motor fuel used in and on watercraft of all descriptions is 

five cents a gallon;
(3) the tax on all aviation fuel other than gasoline is three and two- 

tenths cents a gallon; [AND]
(4) through .Tune 30. 2009 [THE TAX RATE ON MOTOR FUEL 

THAT IS BLENDED WITH ALCOHOL IS THE SAME TAX RATE A GALLON 

AS OTHER MOTOR FUEL; HOWEVER,
(A) IN AN AREA AND DURING THE MONTHS IN WHICH 

FUEL CONTAINING ALCOHOL IS REQUIRED TO BE SOLD, 

TRANSFERRED, OR USED IN AN EFFORT TO ATTAIN AIR QUALITY 

STANDARDS FOR CARBON MONOXIDE AS REQUIRED BY FEDERAL 

OR STATE LAW OR REGULATION, THE TAX RATE ON MOTOR FUEL 

THAT IS BLENDED WITH ALCOHOL IS SIX CENTS A GALLON LESS 
THAN THE TAX ON OTHER MOTOR FUEL NOT DESCRIBED IN (1) -

(3) OF THIS SUBSECTION;
(B) NOTWITHSTANDING (A) OF THIS PARAGRAPH, 

THROUGH JUNE 30, 2004], the tax on motor fuel sold or otherwise 
transferred within the state is eight cents a gallon less than the tax on other 

motor fuel not described in (1) - (3) and (5) of this subsection if the motor fuel

m  c(i)] is at least 10 percent alcohol by volume, has been 
produced from the processing of lignocellulose derived from wood, and was 
produced in a facility that processes lignocellulose from wood, but this 

reduction in the rate of tax applies to motor fuel sold or transferred that 

contains alcohol that was produced only during the first five years of the 

facility's processing of lignocellulose from wood; or

m i [(H)] is at least 10 percent alcohol by volume, has been 

produced from the processing of waste seafood, and was produced in a facility 

that processes alcohol from waste seafood, but this reduction in the rate of tax 

applies to motor fuel sold or transferred that contains alcohol that was 

produced only during the first five years of the facility's processing of alcohol 

from waste seafood; and

WORK DRAFT WORK DRAFT 23-LS1064W

-5 -
New Text Underlined (DELETED TEXT BRACKETED]

CSHB 293(FIN)



1

2

3

4

5

6

7
8

9
1 0

11

12

13
14
15
16

17
18

19
2 0

2 1

2 2

23

24

25

26

27
28

29

30

31

WORK DRAFT WORK DRAFT 23-LS1064YV

(5) the tax on motor fuel used for heating purposes or generating 

electricity is two cents a gallon.

* Sec. 15. AS 43.40.010(b) is amended to read:
(b) There is levied a tax of 20 [EIGHT] cents a gallon on all motor fuel 

consumed by a user, except that
(1) the tax on aviation gasoline consumed is four and seven-tenths

cents a gallon;
(2) the tax on motor fuel used in and on watercraft of all descriptions is 

five cents a gallon;
(3) the tax on all aviation fuel other than gasoline is three and two- 

tenths cents a gallon; [AND]
(4) through .Tune 30. 2009 [THE TAX RATE ON MOTOR FUEL 

THAT IS BLENDED WITH ALCOHOL IS THE SAME TAX RATE A GALLON 
AS OTHER MOTOR FUEL; HOWEVER,

(A) IN AN AREA AND DURING THE MONTHS IN WHICH 

FUEL CONTAINING ALCOHOL IS REQUIRED TO BE SOLD, 

TRANSFERRED, OR USED IN AN EFFORT TO ATTAIN AIR QUALITY 
ST AND ARDS FOR CARBON MONOXIDE AS REQUIRED BY FEDERAL 

OR STATE LAW OR REGULATION, THE TAX RATE ON MOTOR FUEL 
THAT IS BLENDED WITH ALCOHOL IS SIX CENTS A GALLON LESS 

THAN THE TAX ON OTHER MOTOR FUEL NOT DESCRIBED IN (1) -

(3) OF THIS SUBSECTION;

(B) NOTWITHSTANDING (A) OF THIS PARAGRAPH, 

THROUGH JUNE 30, 2004], the tax on motor fuel consumed by a user within 

the state is eight cents a gallon less than the tax on other motor fuel not 

described in (1) - (3) and (5) of this subsection if the motor fuel
(A) [(i)] is at least 10 percent alcc'.jl by volume, has been 

produced from the processing of lignocellulose derived from wood, and was 

produced in a facility that processes lignocellulose from wood, but this 

reduction in the rate of tax applies to motor fuel consumed by a user that 

contains alcohol that was produced only during the first five years of the

CSHB 293(FIN) -6 -
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facility's processing of lignocellulose from wood; or

Kii)l is at least 10 percent alcohol by volume, has been 
produced from the processing of waste seafood, and was produced in a facility 

that processes alcohol from waste seafood, but this reduction in the rate of tax 

applies to motor fuel consumed by a user that contains alcohol that was 
produced only during the first five years of the facility's processing of alcohol 

from waste seafood; and
(5) the tax on motor fuel used for heating purposes or generating 

electricity is two cents a gallon.

* Sec. 16. AS 43.40.010(g) is amended to read:

(g) The proceeds of the revenue from the tax on all motor fuels, except as 

provided in (e), (f), (j), and (m) [AND (j)] of this section, shall be deposited in a 
special highway fuel tax account in the state general fund. The legislature may 
appropriate funds from it for expenditure by the Department of Transportation and 

Public Facilities directly or as matched with available federal-aid highway money for 

maintenance of highways, construction of highway projects and ferries included in the 

program provided for in AS 19.10.150, including approaches, appurtenances and 
related facilities and acquisition of rights-of-way or easements, and other highway 
costs including surveys, administration, and related matters. All departments of the 

state government authorized to spend funds collected from taxes imposed by this 

chapter shall perform, when feasible, all construction or reconstruction projects by 

contract after the projects have been advertised for competitive bids, except that, when 

feasible, arrangements shall be made with political subdivisions to carry out the 

construction or reconstruction projects. If it is not feasible for the work to be 
performed by state engineering forces, the commissioner of transportation and public 
facilities may contract on a professional basis with private engineering firms for road 

design, bridge design, and services in connection with surveys. If more than one 
private engineering firm is available for the work the contracts shall be entered into on 

a negotiated basis.

* Sec. 17. AS 43.40.010 is amended by adding a new subsection to read:
(m) An amount equal to the revenue obtained from six cents of the tax

-7-
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collected under (a) and (b) of this section, excluding the amounts collected under
(a)(1) - (4) and (b)(1) - (4) of this section, shall be separately accounted for in the 
special highway fuel tax account under AS 43.40.010(g). The annual estimated 
balance of the amount separately accounted for may be appropriated by the legislature 

to the Department of Community and Economic Development for distribution to 

municipalities according to AS 29.60.110.

* Sec. 18. AS 43.40.015(d) is amended to read:
(d) A certificate of use is not required

[(!)] for fuel exempted under AS 43.40.100(2)(C) or {HQ [(J); AND
(2) FOR FUEL EXEMPTED UNDER AS 43.40.100(2)(I) OTHER 

THAN FUEL SOLD OR TRANSFERRED UNDER THIS EXEMPTION TO A 

PERSON WHO IS ENGAGED IN CONSTRUCTION OR MINING ACTIVITY].

* Sec. 19. AS 43.40.030(a) is amended to read:
(a) Except as specified in AS 43.40.010(j), a person who uses motor fuel to 

operate an internal combustion engine is entitled to a refund of all but two [SIX] cents 

a gallon if
(1) the tax on the motor fuel has been paid;
(2) the motor fuel is not aviation fuel, [OR] motor fuel used in or on 

watercraft, or fuel used for heating purposes; and
(3) the internal combustion engine is not used in or in conjunction with 

a motor vehicle licensed to be operated on public ways.

* Sec. 20. AS 43.40.100(2) is amended to read:
(2) "motor fuel" means fuel used in an engine for the propulsion of a 

motor vehicle or aircraft, [AND] fuel used in and on watercraft for any purpose, or in 

a stationary engine, machine, or mechanical contrivance that is run by an internal 

combustion motor, and fuel used for heating purposes or to generate electricity 

that is petroleum-based or designed to replace or substitute for a petrolcum- 
based fuel; "motor fuel" does not include

(A) fuel consigned to foreign countries;
(B) fuel sold for use in jet propulsion aircraft operating in

flights

CSHB 293(FIN) -8 -
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(i) to foreign countries; or
(ii) that continue from foreign countries, unless 

exemption of the motor fuel from taxation is disallowed because of the 

refiner's failure to comply with the provisions of a voluntary agreement 

under AS 43.40.092 in conjunction with expansion of refinery capacity;
(C) fuel used in stationary power plants operating as public 

utility plants and generating electrical energy for sale to the general public;
(D) fuel used by nonprofit power associations or corporations 

for generating electric energy for resale;
(E) fuel used by charitable institutions;

(F) fuel sold or transferred between qualified dealers;

(G) fuel sold to federal, state, and local government agencies 

for official use;
(H) [FUEL USED IN STATIONARY POWER PLANTS 

THAT GENERATE ELECTRICAL ENERGY FOR PRIVATE 

RESIDENTIAL CONSUMPTION;
(I) FUEL USED TO HEAT PRIVATE OR COMMERCIAL 

BUILDINGS OR FACILITIES;
(J)] fuel used for other nontaxable purposes as prescribed by 

regulations adopted by the department;

j2Q [(K) FUEL USED IN STATIONARY POWER PLANTS 
OF 100 KILOWATTS OR LESS THAT GENERATE ELECTRICAL 

POWER FOR COMMERCIAL ENTERPRISES NOT FOR RESALE; OR
(L)] residual fuel oil used in and on watercraft if the residual 

fuel oil is sold or transferred in the state or consumed by a user; for purposes of 
this subparagraph, "residual fuel on" means the heavy refined hydrocarbon 

known as number 6 fuel oil that is the residue from crude oil after refined 

petroleum products have been extracted by the refining process and that may 

be consumed or used only when sufficient heat is provided to the oil to reduce 

its viscosity rated by kinetic unit and to give it fluid properties sufficient for 

pumping and combustion;

WORK DRAFT WORK DRAFT 23-LS1064W
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* Sec. 21. AS 43 is amended by adding a new chapter to read:
Chapter 44. Sales and Use Tax.

Article 1. Levy and Collection of the Tax.
Sec. 43.44.010. Levy of sales and use tax. (a) There is levied a sales tax on 

sales and rents of tangible personal property and on-sales of services.
(b) For the privilege of using tangible personal property in this state, there is 

levied a use tax on the person using tangible personal property acquired on or after 

January 1, 2004, that was
(1) manufactured by the person using the property in this state; or

(2) acquired outside this state as the result of a transaction that would 

have been subject to the sales tax had it occurred in this state.
(c) For the privilege of using services in this state, there is levied a use tax on 

the person using services.
(d) The rate of levy of the sales tax levied under (a) of this section and of the 

use taxes levied under (b) and (c) of this section is three percent of the sales price or 

purchase price of the tangible personal property or service.
Sec. 43.44.015. Relationship to municipal levies, (a) The rate of levy under 

this subsection is decreased in a borough or city that levies taxes under AS 29.45.650 

or 29.45.700 so that the total sales and use tax levied in that borough or city, including 
the sales and use tax under this chapter, does not exceed eight percent. This decrease 

only applies in conjunction with borough or city sales and use tax rates approved or in 

effect on April 1, 2003.
(b) A municipality may not increase the rate of a municipal sales and use tax 

above the rate in effect on April 1, 2003, if that increase would cause the total 

combined state and municipal sales and use taxes in a municipality to exceed eight 

percent.
(c) Except as provided in (d) of this section, the total combined state and 

municipal sales and use taxes in a municipality may not exceed eight percent. In a 

municipality

(1) subject to both a city sales and use tax and a borough sales and use 

tax, if the total combined municipal sales and use tax rates exceed eight percent, the

WORK DRAFT WORK DRAFT 23-LS1064W
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borough shall be entitled to levy the borough sales and use tax at its full rate, not to 

exceed eight percent, the city shall reduce the rate of its sales and use tax accordingly, 

and the rate of the state sales and use tax within that municipality shall be zero;

(2) subject to both a city sales and use tax and a borough sales and use 

tax, where the total combined municipal sales and use tax rates do not exceed eight 

percent, the borough shall be entitled to levy the borough sales and use tax at its full 
rate, the city shall be entitled to levy the city sales and use tax at its full rate, and the 

state shall reduce the rate of the state sales and use tax within that municipality 

accordingly;
(3) subject only to a borough sales and use tax or a city sales and use 

tax, but not both, if the total combined municipal and state sales and use tax rates 
exceed eight percent, the municipality shall be entitled to levy the municipal sales and 

use tax at its full rate, not to exceed eight percent, and the state shall reduce the rate of 

the state sales and use tax within that municipality accordingly.
(d) A municipality may levy a general sales and use tax or increase the rate of 

an existing sales and use tax so that the combined state and municipal sales tax rate 

exceeds eight percent if it is approved by the voters in a referendum election under 
AS 29.45.670. The proposed total combined rate as well as the proposed municipal 
rate must be clearly stated to the voters in the referendum question. In a municipality 
that imposes a general sales and use tax at a rate that, combined with a three percent 

state sales and use tax rate, exceeds eight percent, the rate of the state sales and use tax 

imposed under this chapter shall be three percent, notwithstanding any other provision 

of this chapter or AS 29.
Sec. 43.44.020. Collection of tax. (a) The tax described in AS 43.44.010(a) 

is imposed on the purchaser and must be collected by the seller and paid to the 
department by the seller as provided in AS 43.44.340. The seller holds all taxes 

collected in trust for the state. The tax must be applied to the sales price.

(b) The purchaser of property subject to the tax described in AS 43.44.010(b) 

is responsible for payment of the tax as provided in AS 43.44.340.

(c) The purchaser of services subject to the tax described in AS 43.44.010(c) 

is responsible for payment of the tax as provided in AS 43.44.340.
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Sec. 43.44.030. Presumption of taxability; sales price and purchase price.
(a) In order to prevent evasion of the sales tax and to aid in its administration, it is 

presumed that

(1) all sales by a person engaging in business are subject to the sales 

tax or use tax; and

(2) all property purchased or sold by any person for delivery into this 
state is purchased or sold for a taxable use in this state.

(b) In a sale in which the amount of money paid does not represent the value 

of the property or service purchased, the use tax must be imposed on the value of the 
property or service purchased.

(c) For purposes of this section, the sales price or purchase price of property 

must be determined as of the time of acquisition, introduction into this state, or 
conversion to use, whichever is latest.

Sec. 43.44.040. Separate statement of tax; no advertising to absorb or 
refund tax. (a) If any person collects a tax in excess of the tax imposed by 

AS 43.44.010(a), both the tax and the excess tax must be remitted to the department.

(b) The sales tax must be stated separately for all sales, except for sales from 
coin-operated or currency-operated machines.

(c) A person may not advertise, hold out, or state to the public or to any 
customer that the tax imposed by AS 44.43.010(a) will be absorbed or refunded.

Sec. 43.44.050. Liability of user for payment of use tax. (a) A person in 

this state who uses property is liable to the state for payment of the use tax if the tax is 
payable on the purchase price of the property but has rot been paid.

(b) The liability imposed by this section is discharged if the purchaser has paid 
the sales or use tax to the seller for payment to the department.

Sec. 43.44.060. Nexus. To the fullest extent permitted under the Constitution 

of the United States, a person who has nexus with the State of Alaska and whose sales 

are not subject to the sales tax shall collect the use tax from the purchaser and pay the 
tax collected to the department.

Article 2. Exemptions.

Sec. 43.44.090. Exemption: government agencies, (a) Sales by, sales to, or

CSHB 293(FIN) -12*
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uses by the United States are exempt from the sales tax and use tax.
(b) Sales to or uses by the sfr.te or an instrumentality of the state, as that term 

is defined in AS 39.52.960, an. Indian tribe included on the list published under 25 

U.S.C. 479a-l, or a foreign government are exempt from the sales tax and use tax.

Sec. 43.44.095. Exemption for corporations exempt from taxation under 
26 U.S.C. 501(c)(3). Sales by, sales to, or uses by a corporation that is exempt from 

taxation under 26 U.S.C. 501(c)(3) (Internal Revenue Code) are exempt from the sales 

tax and use tax.
Sec. 43.44.100. Exemption for food stamps and special supplemental 

nutrition program for women, infants, and children. The sale of an item lawfully 
purchased with food stamp program benefits issued under 7 U.S.C. 2011 - 2025 (Food 

Stamp Act) or purchased with food instruments, food vouchers, or other type of 

certificate issued under 42 U.S.C. 1786 (special supplemental nutrition program for 
women, infants, and children) is exempt from the sales tax and use tax.

Sec. 43.44.110. Exemption for intangibles. The following are exempt from 
the sales tax and use tax, even if they are construed to be tangible personal property or 

a service:
(1) wages, salaries, commissions, and any other form of remuneration 

for personal services if paid by an employer to an employee; the terms used in this 
section have the meanings given in 26 U.S.C. 3121 (Internal Revenue Code);

(2) interest on money loaned or deposited;

(3) dividends or interest from stocks, bonds, or securities; and

(4) proceeds from the sale of stocks, bonds, or securities.

Sec. 43.44.120. Financial services. Financial services related to the sale or 

purchase of financial instruments, including stocks, bonds, and securities, are exempt 

from the sales tax and use tax.

Sec. 43.44.130. Games of chance and contests of skill. Sales and uses under 

a license or permit issued under AS 05.15 are exempt from the sales tax and use tax.

Sec. 43.44.140. Exemption for isolated or occasional sale or lease of 
property or services. The isolated or occasional sale or lease of property or the 

performance of a service by a person who is not regularly engaged in or who does not

WORK DRAFT WORK DRAFT 23-LS1064W
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1 intend to engage in the business of selling or leasing the same or a similar property or

2 service is exempt from the sales tax and use tax. Occasional sales include sales that

3 are occasional but not continuous and that are made for the purpose of fundraising by

4 nonprofit organizations, including youth clubs, service clubs, and fraternal

5 organizations.
6 Sec. 43.44.150. Exemption for personal effects. The use by an individual of

7 personal or household effects brought into the state for the establishment by the

8 individual of an initial residence in this state and the use of property brought into the

9 state by a nonresident for the nonresident's own nonbusiness use while temporarily

10 within this state is exempt from the use tax.
11 Sec. 43.44.155. Exemption for motor vehicles, watercraft, aircraft, and
12 mobile homes. The sales price or purchase price of a motor vehicle, watercraft,

13 aircraft, or mobile home in excess of $5,000 is exempt from the sales tax and use tax.
14 For purposes of this section, "motor vehicle" has the meaning given in AS 28.40.100.

15 Sec. 43.44.160. Sales for resale, (a) A sale for resale is exempt from the

16 sales tax and use tax if the subsequent sale is made
17 (1) in the ordinary course of business and subject to tax under

18 AS 43.44.010(a); or
19 (2) to a purchaser who delivers to the reseller an exemption certificate

20 for that sale.
21 (b) A transaction among affiliated persons that report their income under 26

22 U.S.C. on a single consolidated return is exempt from the sales tax and use tax.

23 (c) The operation of a joint interest or partnership by one of the partners or

24 interests on behalf of the joint interest or partnership is exempt from the sales tax and

25 use tax.
26 Sec. 43.44.170. Exemption for the conveyance and improvement of real

27 property. The sale, lease, and rental of real property are exempt from the sales tax

28 and use tax.
29 Sec. 43.44.180. Manufacturing and natural resource extraction, (a)

30 Property and services used for operation and maintenance by a person engaged in
31 manufacturing or natural resource extraction are exempt from the sales tax and use
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tax.
(b) For purposes of this section,

(1) "natural resource extraction" includes extraction of minerals, oil 

and gas, fish and seafood, and timber and other forest products;
(2) "property and services used for operation and maintenance"

(A) includes supplies, components and ingredients that are 

incorporated into a manufactured product or extracted resource, and 
transportation of supplies, components, and ingredients that are incorporated 

into a manufactured product or extracted resource;
(B) but does not include capital assets.

Sec. 43.44.190. Exemption for property held for lease. The sale, use, lease, 

or rtntal of property held for lease is exempt from the sales tax and use tax if the 
person holding the property for lease, or purchasing, leasing, or renting the property 

for the purpose of holding the property for lease
(1) is engaged in a business that derives more than 50 percent of its 

receipts from leasing or selling property of the type held;
(2) does not use the property in any manner other than holding it for 

lease or sale or leasing or selling it either by itself or in combination with other 

tangible personal property in the ordinary course of business;
(3) does not use the property in a manner incidental to the performance 

of a service; and
(4) the subsequent lease or rental is subject to the tax imposed by 

AS 43.44.010(a).
Sec. 43.44.200. Exemption for transactions subject to other taxes, (a)

Insurance premiums subject to tax under AS 21.09.210 are exempt from the sales tax 

and use tax.
(b) Motor fuel transactions subject to tax under AS 43.40 are exempt from the 

sales tax and use tax.
(c) Transactions subject to tax under AS 43.52 are exempt from the sales tax 

and use tax.
Sec. 43.44.210. Exemption for certain intrastate transportation and
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services in interstate commerce, (a) The transport of individuals or property from 

one point within this state to another point within this state is exempt from the sales 

tax and use tax if the individuals or property, ii eluding any reasonably necessary 

services, are Ming transported in interstate or foreign commerce.

(b) Handling, storage, drayage, or packing of property or another accessorial 

service on property is exempt from the sales tax and use tax if
(1) the property has been or will be moved m interstate or foreign

commerce;
(2) the services are performed by a local agent for a carrk • or by a

carrier.
Sec. 43.44.220. Exemption for health care. The following are exempt from 

the sales tax and use tax:
(1) health care services provided by a person licensed or certified to 

provide those services under AS 08 cr a "health care facility" as that term is defined in 

AS 08.68.395(g)(2);
(2) drugs, durable medical equipment, mobility enhancing equipment, 

and prosthetic devices obtained on prescription from a person licensed to prescribe 

those goods under AS 08 or from a health care facility, as that term is defined in 

AS 08.68.395(g)(2).
Sec. 43.44.230. Exemption for child care services. Child care services are 

exempt from the sales tax and use tax.

Article 3. Collection and Payment Provisions.
Sec. 43.44.240. Tax credit for sales or use tax paid to another state, (a) A 

buyer liable for use tax on tangible personal property or services is entitled to a full 

credit for the amount of sales or use tax paid on the tangible personal property or 

services to another state.
(b) The credit shall be applied first against the amount of use tax levied under 

this chapter. Any unused portion of the credit shall then be applied against the amount 

of use tax levied by a municipality under AS 29.45.650 or 29.45.700.

Sec. 43.44.250. Exempt sales. All exempt sales under AS 43.44.090 - 

43.44.230 must be documented in an invoice. The department shall prescribe by
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regulation the requirements for an invoice.
Sec. 43.44.252. Exemption certificate: form, (a) The department shall 

provide for a uniform exemption certificate. A purchaser shall use the certificate 

when purchasing goods or services for resale or for other exempt transactions.

(b) The certificate must include
(1) "he number of the seller’s permit issued to the purchaser as 

provided in AS 43.s 260 or the number of the direct pay permit issued to the 

purchaser as provided in AS 43.44.255, as applicable;
(2) the general character of property or service sold by the purchaser in 

the regular course of business;
(3) the name and address of the purchaser; and

(4) the signature or electronic signature of the purchaser.

Sec. 43.44.254. Exemption certificate: requirements, (a) An exemption 

certificate executed by a purchas. r or lessee must be in the possession of the seller or 

lessor at the time that an exempt transaction occurs.
(b) An exemption certificate must contain the information and be in a format 

prescribed by the department.
(c) If the seller or lessor accepts an exemption certificate and Relieves in good 

faith that the purchaser or lessee will employ the property or service transferred in an 

exempt manner, the properly executed exemption certificate is considered conclusive 

evidence, as to the seller or lessor, that the sale is exempt.
Sec. 43.44.255. Direct pay permit A direct pay permit authorizes its holder 

to purchase tangible personal property and services without paying tax to the seller 
and authorizes the seller to not collect any tax on a sale to the permit holder. A person 

who purchases tangible personal property or services under a direct pay permit issued 

under this section is liable for any sales and use tax due. The tax due must be paid by 

the permit holder on a quarterly basis on a schedule established by the department. To 

obtain a direct pay permit, a person must apply to the department and satisfy criteria 

for direct pay permit holders established by the department by regulation.
Sec. 43.44.260. Seller’s permit, (a) A person wishing to engage in business 

in this state shall obtain a seller's permit before engaging in business in this state.
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(b) Upon an applicant's compliance with this chapter, the department shall 

issue to the applicant a numbered seller's permit. A permit is valid until revoked or 

suspended but is not assignable. A permit is valid only for the person in whose name 

it is issued. A copy of the permit must be conspicuously displayed at all times at the 

place for which it is issued.
Sec. 43.44.270. Permit application: requirements; place of business; form,

(a) A person wishing to engage in business in this state shall file with the department 

an application for a seller's permit. If the person has more than one location in which 

the person maintains an office or other place of business, an application may include 

multiple locations. A vending machine operator who has more than one vending 

machine location is considered to have only one place of business for purposes of this 

section. An applicant who does not maintain an office or other place of business and 
who moves from place to place is considered to have only one place of business and 

shall attach the permit to the applicant's cart, stand, truck, or other merchandising 

device.
(b> Each application for a permit must be on a form or in a format prescribed 

by the department and must set out the name under which the applicant intends to 
transact business, the location of the applicant's place or places of business, and other 
information that the department may require. The application must be filed by the 
owner if the owner is a natural person, by a member or partner if the owner is an 

association or partnership, or by a person authorized to sign me application if the 

owner is a corporation.

Sec. 43.44.280. Revocation or suspension of permit: hearing; notice; 
appeal, (a) Subject to the provisions of (b) of this section, the department may 

revoke or suspend a permit held by a person who fails to comply with the provisions 

of this chapter.
(b) The department shall provide written notice and an opportunity for a 

hearing on a proposed revocation or suspension. The hearing must be conducted 

informally and is not subject to AS 44.62 (Administrative Procedure Act).

(c) If a permit is revoked, the department may not issue a new permit except 
upon application accompanied by reasonable evide ice of the intention of the applicant
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to comply with the provisions of this chapter. The department may, as a condition for 

the issuance of a new permit to the applicant, require security in addition to that 

authorized by AS 43.44.370 in an amount reasonably necessary to ensure compliance 

with this chapter.
(d) A person aggrieved by the department's final decision to revoke a permit 

as provided in (a) of this section may appeal the decision to the superior court.

Sec. 43.44.290. Improper use of subject of purchase obtained with 

exemption certificate; penalty, (a) If a purchaser who uses an exemption certificate 

uses the subject of the purchase for a purpose other than one allowed as exempt under 
this chapter, the sale is considered a taxable sale as of the time of first use by the 

purchaser, and the sales price is the price that the purchaser paid. If the sole 
nonexempt use is rental while holding for sale, the purchaser shall include in the sales 

price the amount of the rental charged. Upon subsequent sale of the property, the 

seller shall include the entire amount of the sales price, without deduction of amounts 

previously received as rentals.
(b) A person who uses an exemption certificate for property that will be used 

for purposes other than the purpose claimed is subject to a penalty, payable to the 
department, of $100 or 100 percent of the tax due, whichever is greater, for each 

transaction in which an improper use of a certificate has occurred.
Sec. 43.44.300. Commingling exemption certificate goods. If a purchaser 

uses an exemption certificate with respect to the purchase of fungible goods and 
commingles these goods with fungible goods that were not purchased with an 
exemption certificate but that are so similar that the identity of the goods in the 

commingled mass cannot be determined, sales from the mass of commingled goods 

are considered to be sales of the goods purchased with the certificate until the quantity 

of commingled goods sold equals the quantity of goods originally purchased under the 

certificate.

Sec. 43.44.310. Liability for payment of tax; security for retailer without 
place of business; penalty, (a) Liability for the payment of the sales tax and use tax 

is not extinguished until the taxes have been paid to the department.

(b) A retailer who does not maintain an office or other place of business in this
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state is liable for the sales tax or use tax on all property sold or leased and services 

provided in this state in accordance with this chapter and may be required to furnish 

adequate security as provided in AS 43.44.370 to ensure collection and payment of the 

taxes. When authorized and except as otherwise provided in this chapter, the retailer 

is liable for the taxes on all property sold and services provided in this state in the 
same manner as a retailer who maintains an office or other place of business in this 

state. The seller's permit provided for in AS 43.44.260 may be canceled at any time if 

the department considers the security inadequate.
(c) An agent, canvasser, or employee of a retailer doing business in this state 

who does not possess a seller's permit issued by the department may not sell, solicit 

orders for, or deliver property or services in Alaska. If an agent, canvasser, or 
employee violates the provisions of this chapter, the person is subject to a penalty of 

not more than $100, or 100 percent of the tax due, whichever is greater, for each 

separate transaction or event.
Sec. 43.44.330. Method of accounting. A person who has a seller's permit or 

direct pay permit shall report and pay the sales and use tax using the same method of 

accounting that the person uses for federal tax purposes.
Sec. 43.44.340. Returns: payment; authority of department (a) A person 

who has a tax liability under AS 43.44.010 shall file a return on a form or in a format 
prescribed by the department and pay the tax due monthly. The return shall be filed 

and the tax paid on or before the 20th day following the end of the month for which 

the tax is due. Each person engaged in business in this state or using property in this 

state that is subject to taxation under AS 43.44.010 shall file a return.

(b) For the purposes of the sales tax or use tax, a return must be filed by

(1) a retailer required to collect the tax; and

(2) a person who
(A) purchases an item the storage, use, or other consumption of 

which is subject to the sales tax or use tax; and

(B) has not paid the tax to a retailer required to pay the tax.

(c) Each return must be authenticated by the person filing the return or by the 

person's agent authorized in writing to file the return.
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Sec. 43.44.345. Methods, (a) The department shall adopt regulations 

providing for payment of the sales and use tax based on a rounding method.
(b) The department may use sampling principles or methods in lieu of 100 

percent examination of records in conducting a sales tax or use tax audit.

Sec. 43.44.350. Deduction for bad debts;- (a) A person filing a return under 
AS 43.44.340 may deduct the amount of tax due on a sale found to be worthless. The 

bad debt may be deducted when it
(1) is written off as uncollectable in the person's books and records;

and
(2) qualifies as a deduction for federal income tax purposes under 26 

U.S.C. (Internal Revenue Code).
(b) If the amount of bad debt exceeds the amount of taxable sales during the 

period that the bad debt is written off, a person may file a refund claim with the 

department.
(c) If a bad debt deducted under (a) of this section is subsequently collected, 

the person who claimed the deduction shall pay the tax levied under AS 43.44.010 on 

the amount collected. For purposes of this subsection, any payments made on a debt 

or account are applied
(1) first to the taxable price of the property or service and the tax 

levied under AS 43.44.010 on the property or service, then
(2) to interest, service charges, and any other charges.

Sec. 43.44.360. Timely filing allowance, (a) A person filing a return under 

AS 43.44.340 may claim an allowance in the amount of two percent of the tax 
determined to be payable to the state or $75 a month, whichever is less, if the return is 

timely filed and the tax is timely paid.
(b) The allowance may be deducted on the return. The allowance may not be 

greater than the tax determined to be payable to the state.

Sec. 43.44.370. Security: limitations; sale of security deposit at auction; 
bond, (a) The department may require a retailer to deposit with t \c department 

security in a form and amount that the department determines is appropriate. The 

deposit may not be more than twice the estimated average liability for the period for
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which the return is required to be filed or $10,000, whichever is less. The amount of 
security may be increased or decreased by the department, subject to the limitations 

provided in this section.
(b) If necessary, the department may sell at public auction property deposited 

as security to recover a sales tax or use tax amount required to be collected, including 
interest and penalties. Notice of the sale must be served personally on or sent by 

certified mail to the person who deposited the security. After the sale, any surplus 

above the amount due that is not required as security under this section must be 

returned to the person who deposited the security.
(c) In lieu of security, the department may require a retailer to file a bond 

issued by a surety company authorized to transact business in this state to guarantee 

solvency and responsibility.
(d) In addition to the other requirements of this section, the department may 

require the corporate officers, directors, or shareholders of a corporadon to provide a 

personal guaranty and assumption of liability for the payment of the tax due under this 

chapter.
Sec. 43.44.380. Taxpayer quitting business; liability of successor, (a) All

taxes payable under this chapter are due and payable immediately whenever a 
taxpayer quits business, sells, exchanges, or otherwise disposes of the business or 
disposes of the stock of goods. The taxpayer shall make a return and pay the taxes due 

within 10 days after the taxpayer quits business, sells, exchanges, or otherwise 

disposes of the business or disposes of the stock of goods.

(b) Except as provided in (d) of this secdon, a person who becomes a 
successor in the taxpayer's business or stock of goods is liable for the full amount of 

the tax and shall withhold from the sales price payable to the taxpayer a sum sufficient 

to pay any tax due undl the taxpayer produces either a receipt from the department 

showing payment in full of any tax due or a statement from the department that tax is 

not due.
(c) If a tax is due but has not been paid as provided in (a) of this section, the 

successor is liable for the payment of the full amount of tax. The payment of the tax 

by the successor is considered to be a payment on the sales price and, if the payment is
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greater in amount than the sales price, the amount of the difference becomes a debt 
due to the successor from the taxpayer owing the tax under (a) of this section.*

(d) A successor is not liable for any tax due from the person from whom the 

successor acquired a business or stock of goods if (1) the successor gives written 

notice to the department of the acquisition; and (2 7 an assessment is not issued by the 

department against the former operator of the business within six months after receipt 

of the notice from the successor. If an assessment is issued by the department and a 

copy of the assessment is not mailed to the successor, the successor is not liable for the 

tax due.
Sec. 43.44.390. Tax as debt (a) The tax imposed by this chapter and related 

interest and penalties become a personal debt of the person required to file a return 

from the time the liability arises, regardless of when the time for payment of the 

liability occurs.
(b) If the personal representative of an estate has voluntarily distributed the 

assets held in that capacity without reserving sufficient assets to pay the taxes, interest, 
and penalties, the personal representative is personally liable for any deficiency, to the 

extent permitted under AS 13.16.
(c) This section applies to corporate officers, directors, or shareholders 

required by the department to personally guarantee the payment of the taxes for their 

corporation. The officer or employee of a corporation whose duty it is to collect, 

truthfully account for, and pay to the state the taxes imposed by this chapter and who 

fails to pay the taxes is liable to the state for the taxes imposed by this chapter and the 

penalty and interest due on the taxes.
Sec. 43.44.400. Refunds and credits. The department may credit or refund 

overpayments of taxes, taxes erroneously or illegally assessed or collected, penalties 

collected without authority, and taxes that are found unjustly assessed or excessive in 

amount, or otherwise wrongfully collected. The department shall set limitations, 
specify the manner in which claims for credits or refunds are made, and give notice of 

allowance or disallowance. When a refund is allowed to a taxpayer, it shall be paid 
out of the general fund on a warrant issued under a voucher approved by the 

department.
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Article 4. General Provisions.
Sec. 43.44.490. Authority to enter streamlined sales tax agreement, (a)

The department is authorized and directed to enter into the Streamlined Sales and Use 

Tax Agreement with one or more states to simplify and modernize sales and use tax 

administration in order to substantially reduce the-burden of tax compliance for all 

sellers and for all types of commerce. In furtherance of the Streamlined Sales and Use 

Tax Agreement, the department is authorized to act jointly with other states that are 

members of the Streamlined Sales and Use Tax Agreement to establish standards for 

certification of a certified service provider and certified automated system and 

establish performance standards for multistate sellers.
(b) The department shall adopt regulations implementing this chapter 

consistent with the Streamlined Sales and Use Tax Agreement.
(c) The department is authorized to take other actions reasonably required to 

implement the provisions set out in this section. Other actions authorized by this 

section include the joint procurement, with other member states, of goods and services 

in furtherance of the cooperative agreement.
(d) The department or the department's designee is authorized to represent this 

state before the other states that are signatories to the Streamlined Sales and Use Tax 

Agreement.
Sec. 43.44.492. Electronic registration, filing, and forms, (a) The

department may participate in any electronic sales and use tax registration system 
made available in cooperation with ether states through the Streamlined Sales and Use 

Tax Agreement.
(b) The department may use and accept a standard electronic exemption form 

made available in cooperation with other states through the Streamlined Sales and Use 

Tax Agreement.

(c) The department may prescribe and provide for use of forms, certificates, 

permits, and other documents required under this chapter in electronic format, 

including the use of electronic signatures and authentications, and for electronic filing.

Sec. 43.44.494. Field offices. The Department of Revenue may contract with 

a municipality that, on the effective date of this section, levies a sales and use tax to
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provide a field office for that municipality's geographical area of the state.

Sec. 43.44.496. Report to legislature, (a) Before January 20 of each year, 

the department shall provide a written report to the legislature and the office of 

management and budget describing:

(1) regulations adopted by the department to implement the sales tax

and use tax;

(2) issues that need to be addressed through legislation in order for the 

sales tax and use tax to be effective; and

(3) an estimate of the amount of revenue attributable to the sales tax

and use tax.

Sec. 43.44.500. Definitions. In this chapter,

(1) "consideration" means a valuable inducement and includes, without 

limitation, money, property, and services;

(2) "electronic signature" has the meaning given in AS 09.25.520(a);

(3) "engaging in business" means carrying on or causing to be carried 

on any activity with the purpose of direct or indirect benefit;

(4) "lease," "leasing," or "rental," regardless of whether a transaction is 

characterized as a lease or rental under generally accepted accounting principles, 26 

U.S.C. (Internal Revenue Code), AS 45.01 - AS 45.08, AS 45.12, AS 45.14, and 

AS 45.29 (Uniform Commercial Code), or other provisions of federal, state, or local 

law,

(A) means a transfer of possession or control of tangible 

personal property for a fixed or indeterminate term for consideration; a lease or 

rental may include future options to purchase or extend;

(B) does not include

(i) a transfer of possession or control of property under 

a security agreement or deferred payment plan that requires the transfer 

of title upon completion of the required payments;

(ii) a transfer of possession or control of property under 

an agreement that requires the transfer of title upon completion of 

required payments if payment of an option price does not exceed the
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greater of one hundred dollars or one percent of the total required 

payments; or

(iii) providing tangible personal property along with an 

operator for a fixed or indeterminate period of time; a condition of this 

exclusion is that the operator is necessary for the equipment to perform 

as designed; for the purpose of this sub-subparagraph, an operator must 

do more than maintain, inspect, or set up the tangible personal property;

(C) includes agreements covering motor vehicles and trailers if 

the amount of consideration may be increased or decreased by reference to the 

amount realized upon sale or disposition of the property as defined in 26 

U.S.C. 7701(h)(1);

(5) "maintaining an office or other place of business" means

(A) a person's having or maintaining in this state, directly or by 

an affiliate, an office, distribution house, sales house, warehouse, or place of 

business; or

(B) an agent's operating within this state under the authority of 

the person or its affiliate, whether the place of business or agent is located in 

the state permanently or temporarily or whether the person or affiliate is 

authorized to do business in the state;

(6) "manufacturing" means combining or processing components or 

materials, including the processing of ores in a mill, smelter, refinery, or reduction 

facility, to increase the value of the components or materials for sale in the ordinary 

course of business; "manufacturing" does not include construction;

(7) "permit" or "seller's permit" means a seller's permit as described in

AS 43.44.260;

(8) "person" means an individual, estate, trust, receiver, cooperative 

association, club, corporation, company, firm, partnership, joint venture, syndicate, or 

other entity, including a gas, water, or electric utility owned or operated by a borough, 

municipality, or other political subdivision of the state;

(9) "purchase price" means "sales price" and applies to the measure 

subject to use tax;

WORK DRAFT WORK DRAFT 23-LS1064W
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(10) "sale," "selling," or "purchasing" means the transfer of property 

for consideration or the performance of a service for consideration;

(11) "sales price"

(A) means the total amount of consideration, including cash, 

credit, property, and services, for which personal property or services are sold, 

leased, or rented, valued in money, whether received in money or otherwise, 

without any deduction for the following:

(i) the seller's cost of the property sold;

(ii) the cost of materials used, labor or service cost, 

interest, losses, all costs of transportation to the seller, all taxes 

imposed on the seller, and any other expense of the seller;

(iii) charges by the seller for any services necessary to 

complete the sale, other than delivery and installation charges;

(iv) delivery charges;

(v) installation charges;

(vi) the value of exempt personal property given to the 

purchaser where taxable and exempt personal property have been 

bundled together and sold by the seller as a single product or piece of 

merchandise;

(vii) credit for a trade-in, as determined by state law;

(B) does not include

(i) discounts, including cash, term, or coupons that are 

not reimbursed by a third party that are allowed by a seller and taken by 

a purchaser on a sale;

(ii) interest, financing, and carrying charges from credit 

extended on the sale of personal property or services if the amount is 

separately stated on the invoice, bill of sale, or similar document given 

to the purchaser; and

(iii) taxes legally imposed directly on the consumer that 

are separately stated on the invoice, bill of sale, or similar document 

given to the purchaser,
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(12) "sales tax" or "use tax" means the applicable tax imposed by

AS 43.44.010;

(13) "service" means an activity that is engaged in for another person 

for consideration and that is distinguished from the sale or lease o f property; in 

determining what a service is, the intended use, .principal objective, or ultimate 

objective of the contracting parties is irrelevant; "service" includes

(A) activities performed by a person for its members or

shareholders;

(B) construction activities and all tangible personal property 

that w ill become an ingredient or component part o f a construction project; and

(C) labor; professional services; transportation; telephone or 

other communications service; entertainment, including cable, subscription, or 

pay television or other telecommunications service; the supplying o f food, 

lodging, or other accommodations in hotels, restaurants, or elsewhere; 

admission to exhibitions; the use of a comp” ' —  computer time, a computer
. t

system, a computer program, a computer any part of a computer

system or network; and the supplying of et> *or usCy |

(14) "tangible personal property" means personal property that can be 

seen, weighed, measured, felt, or touched, or that is in any other manner perceptible to 

the senses; "tangible personal property" includes electricity, water, gas, steam, and 

prewritten computer software;

(15) "tax" means the tax levied by AS 43.44.010;

(16) "use" or "using" includes use, consumption, or storage, other than 

storage for resale or for use solely outside this state in the ordinary course o f business.

* Sec. 22. Section 4, ch. 100, SLA 2002, is repealed and reenacted to read:

Sec. 4. AS 29.45.650(a) is amended to read:

(a) Except as provided in AS 04.21.010(c) [AND AS 29.45.750], a borough 

may levy a general sales tax on the sale and rental of tangible or intangible property 

and on services provided in the borough.

* Sec. 23. AS 29.35.170(c) is repealed January 1,2008.

* Sec. 24. The uncodified law of the State of Alaska is amended by adding a new section to
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read:

TRANSITIONAL PROVISIONS, (a) The Department o f Revenue may proceed to 

adopt regulations necessary to implement this Act. The regulations take effect under 

AS 44.62 (Administrative Procedure Act), but not before the effective date o f the provision 

being implemented.

(b) Notwithstanding AS 29.45.650(c), as amended by sec. 8 o f this Act, a 

municipality that imposes a general sales and use tax is not required to conform its tax base, 

including exemptions, definitions, and sourcing rules, to AS 43.44 until January 1, 2006.

* Sec. 25. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

CONDITIONAL EFFECT. The exemption in AS 43.44.200(c), enacted by sec. 21 of 

this Act, takes effect only i f  a b ill passed by the Twenty-Third Alaska State Legislature 

providing for the levy and collection of a tax on motor vehicle rentals is enacted into law.

* Sec. 26. I f the exemption in AS 43.44.200(c), enacted by sec. 21 of this Act, takes effect, 
it takes effect on the day the tax referred to in sec. 25 of this Act takes effect.

* Sec. 27. Section 24 of this Act takes effect immediately under AS 01.10.070(c).

* Sec. 28. Sections 14 - 20 of this Act take effect July 1, 2003.
* Sec. 29. Except as provided in secs. 26 - 28 of this Act, this Act takes effect January 1, 

2004.
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7b: Rep. Bltt V\ llllirm, Chairman
Members if House Finance Committee

From: Dixiensovi
Juneau

Hcod
m  Drive 
J9601

Subject: HB 2! 3 (Sale* Tax) My writ1«n teetlmooy - Enter Inti i Committee record

t strorxjly oppoie a statewide sales tax as a way to deal with f laska's budget deficit. At proposed In HB 293, It would be a 
regressive tax I nposed on low and middle Income families who 
These are the v try same people who vrfll also be most strongly 
not a just solution.

For those of u&lln Juneau and other towns with an existing loci 1 salat tax. the restrictions'and burden of a statewide >ales tax 
would be a ham ship. It would create problems tor funding com i
citizens of Ala: ka cany a heavier financial load, not shared wltp persons who may earn bui not spend In our state. An Income 
tax would havejthoee outslden contribute.

For fiscal respc risibility and the public trust, please put togethr 
sendees. This could also Include esmlngs from the Permaner I 
was NOT part r f a comprehensive package. Hacking away at 
and doing a pic cemeal patchwork on tire taxes and such Is nol 
do the right arx responsible thing tor us. Income tax, not sale:;

In toll, 2001,1 p artfclpated In a community meeting hare In Jum n 
It was led by R ipresentatlvee Bill Hudson and Bath Kerttuta 
Revenue also f artlclpated as wt compered cost variances 
that would do t re Job and be the moet fair to the most Alaekanfc 
recommended ax peckage that emerged Included an Income t 
past, plus gas, alcohol and cigarette taxes end a cruiseshlp pc 
progressive hepme tax wes far preferable to a sales tax m

spend a larger portion of tt 
mpacted by cuts to health

sir Income on goods and sendees 
end social sendees programs. It Is

au, designed to explore tax attemattves to close the fiscal gap 
Senator Kim Elton. Bill dortous and some Staff from State 

different terms of taxes'and sought to work out a solution 
There was 100% opposition to a State sale taxi 7he 

ax based on a percentage df our Federal Income tax, as in the 
sserrger head tax. Noone likes taxes, but everyone believed a 

the!cornerstone of our comprehensive proposal.

r an entire package of taxer that support our government 
Fund I voted against uslrg this In the past only because it 

mportent services and such things as the Longevity Program, 
an acceptable solution. Please, have tha political courage to 
tax 1
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Hy: Representative Hawker

P g . 16, l i n c / k ^
inserl after “ the sale” , add “ and transporta tion"
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OFFERED IN HOUSE FINANCE COMM 

BY REPRESENTATIVE KERTTULA /

TO: CS HB 293 (FIN) version “W" /

Page 15, lines 19: /

Delete: “ m o to r  veh icles , w a te r c ra f t , a ir c r a f t , a n d ”
Page 15, line 21, after “ o f /

Delete: “ motor vehicle, watercraft, aircraft, or”

Page 15 lines 22 & llr.

Delete: “ For purposes of this section, “ motor vehicle” has the meaning given in 

AS 28.40.100.” /

Renumber Accordingly

a m e n d m e n t  D -

/
/



A M E N D M E N T

OFFERED IN HOUSE FINANCE COMMITTEE

BY REPRESENTATIVE

TO: CS HB 293 (FIN) version “W ”

Page 15, lines 4-5:

Delete all text.



A M E N D M E N T

OFFERED IN HOUSE FINANCE COMMITTEE 

BY REPRESENTATIVE 

TO: CS HB 293 (FIN) version “W "

Page 18, line 8 after “ (2)":

Delete:

Insert:

Page 18, after line 8:

Insert a new sub section to read:

“ (3) non-prescription drugs.”



AMENDMENT
OFFERED IN THE HOUSE FINANCE COMMITTEE

To: CSHB 293 (FIN) bv M O  S

ADD: within Article 2 Exemptions, under Section 43.44.090,
Exemption: government agencies.

insert in subsection (b): "an unincorporated community as 
that term is defined in AS 29.60.140.”

#

PURPOSE: To ensure that unincorporated communities are included in the 
sales and use tax exemption such as other governmental and 
Indian tribal organizations are entitled.



AMENDMENT Cq

OFFERED IN THE HOUSE FINANCE COMMITTEE

Purpose: This amendment would allow municipalities to continue to levy local 
sales taxes on aviation gasoline sales, marine fuel sales, and 
sales for which refunds are permitted (home heating fuel).

Rationale: We are raising the motor fuel tax from 8 to 20 cents 
but that increase does not apply to aviation, marine, and refund­
able home heating fuel taxes.

Consequently, there is no reason to exempt these sales from 
local sales and use taxes when the "state exemptions" kick in 
and apply to local governments.

To: CSHB 293 (FIN) hv M 0 .S C 5



Thar* i n  tw o  plaoes wh*r* an amendment allow ing local taxation o f  ftiai ta le s  may be 
inserted. T he m ost log ica l place to  insert a c h in g *  allow ing local taxation is in Section  12. This 
alio  creataa I  vehicle w here other type* o 'ta J ej w e  w ould like to  continue to  tax  cou ld  be  
inserted, One possib le political strategy U to  Insert a number o f  such hem s and then bargain them  
away to  and up with ju st the m otor fea] ham.

O ne query such an amendment w ill raise i i  “w h o  collects this additional local tax".
B us {raises w ill want to deal with a single collector. Tha State m ay not w ant the “burden” o f  
making special calculations o f  a differential rata on  fuel sales. It m akes m ost sense to  leave  
collection responsibility w ith  the State. Fuel sales are made by a discrete number o f  vendors in 
rural Alaska. T hose vendors may have to  submit a separate fcrm fb r  sales m ade in aach city  that 
taxes f e d  sales, h ow ever, it  k  bksty state-w ide businesses separately account for sales at each  
location already. Tha main concern o f  business should be not having to  submit returns to  tw o  

-  different last collecting entities.

Section 29.45.85a General Sale* and Use Tax. %
(c )  A  tax authorized under this section shall be administered and collected  by the State  

under A S 4 3 .4 4 . T he exw nptions to  a tax authorized under this Chapter shah b e  identical to  th ose  
provided In A S  4 3 .4 4  w ith  the ftOowlntt ttcso tio fls:

(j) aviation gasoline subject to  tax under AS 4 3 .4 0  mav be ta x ed b v  a  

r n w p«%

(2 ) fa  or on  w a ta r a a ft  o f  tfl description m b iect to  tax under
A S 43 .40  mav b e  taxed hv a  m niktoalltv:

(fa) aviation flial o th w  than tu n lm o  m b ic c t t o t ix  under A S 4 3 .4 0  m av be

tiMdhvimunidpility;
Civ) m otor feel m ad to  operate an internal combustion engine subject to  tax

undar AS 4 3 .4 0  that U also  subiact to  a rafend under A S 4 3 .4 0 .0 3 0 (4 ) mav 
b e taxed fry u n u n lr ip tlfty .

S ee . 4 4 .4 3 .2 0 0  E sem p tio a  for tra n sa ctio n s su b jec t te  e th e r  taxes.

(a) M otor feel transactions lubjsct to  tax under AS 4 3 .4 0  ire  exem pt from  the 
t i le s  tax and use tax levied num iant to  this C h a n f .  how ever, iv iation  p n o lin a . aviation feel 

than g u d i M  *»*» m ad in and nn a a t t c  e m *  o f  all descriptions and m otor fee l to  
operate an internal com butilon engine for wM ch a reftind ie avsilahla under A S 43 4 0  03DfYl 
tr in n ctio n s n ib iect to  ta x  isndir A S 43 .40  m av be taxed bv a  namicipalitv

O f  ooursa, tha bast amandment is to  sim ply delete section (a) from A S  4 4 ,4 3 .2 0 0  entirely. 
I assum e th e  political landscape does not allow  this.



Tlrs legislation would provide exemptions from the state sales and use tax, including:

• Sale for .esale and sale or lease for subsequent lease.

• Goods and services, ingredients, components and transportation used in operations and 
maintenance in natural resource industries (oil and gas, mining, timber and fishing), and 
manufacturing. Capital assets would be taxable. For self-constructed assets, only the 
tangible personal property incorporated into the asset would be taxable.

• The tariff on oil and gas pipelines.

• Goods moved in state as part o f interstate or foreign commerce.

• Sales to federal, state and local government agencies, and sales by government agencies
— except for sale o f utility sendees to consumers.

• Sales to or by IRS-approved 501(c)(3) charitable organizations.

• Sales/services by licensed health-care providers, prescription drugs.

• Child-care services.

• Purchases with food stamps.

• A ll fuel subject to the state excise tax is exempt from the new sales and use tax.

• Car rentals subject to the proposed new state car rental excise tax.

• Wages, insurance premiums, dividends and interest.

• Financial services, including stock and bond brokerage fees, loan and account fees.

• Pull-tab, bingo and raffle sales.

• Isolated or occasional sales.

• Real estate is exempt, and additions to real estate (such as a new garage or home 
addition).

CSHB293(FIN) - Sales & Use Tax - FN#2
May 16, 2003
Department of Revenue -  Page 3 of 3
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Revised Amendment #5 By Rep. Moses

To CSHB 293 (FIN ) Version X 

Pg. 14; Line 22:

After “ municipality, insert:

“ an unincorporated community,”

Pg. 30; line 19; insert a new definition and renumber 
accordingly:

“ (16) “ unincorporated community”  means a place that 
is not incorporated as a city and in which 25 or more 
persons reside as a social unit.”

» L» vl. «L vl. kl< J. J. J. kla kif vl. d. \1/ vL» vL« «li U/ ̂  «X* ^ «Ĵ “v* ̂  ^  si< •X' *1* *X' X.p *p ^ ^  ̂  ^  ^ *y» «t» *y» 'T* •T* «t* *T* rT* «T* *T* *r *T* 'T* *T* *T" T* *T* *j»

Purpose: Original Amendment #5 inadvertently limited the exemption to only 
unincorporated communities in the unorganized borough. We have another 50 
or more communities that meet the test that are located within organized 
boroughs (e.g, Kenai; Mat-Su; Lake & Peninsula; Bristol Bay). These are 
communities that provide certain municipal services (e.g, Cooper Landing; Port 
Graham; Talkeetna; Willow; Pedro Bay; &  Naknek). This change ensures all 
unincorporated communities are treated equally under the sales and use tax. 
DCED already has a process wherein the department determines whether an 
area meets the test.
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F I S C A L  N O T E

Revision Date/Time (Note if correction)-_________________ _ Dept. Affected;_______ Law___________
Title "An Ac! relating to a state sales and___________ BRU Civil Division_____________
use tax:.. Increasing Ihe motor fuel tax . . _________________Component Commercial______________
Sponsor House Ways & Means Committee____________  _______________________
Requester House Finance Committee Component No. 221!

STATE O F  A L A S K A  Fiscal Note Number: ______________
2003 L E G IS LA T IV E  SESSION Bill Version: CSHB 293 (W&M)

() Publish Date: _______________

Expenditures/Revenues______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.________
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009

Personal Services 247.0 247.0 247.0 247.0 247.0 247.0

Travel 1.0 1.0 1.0 1.0 1.0 1.0

Contractual 34.4 34.4 34.4 34.4 34.4 3-r.4

Supplies 4.6 4.6 4.6 4.6 4.6 4.6

Equipment 13.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 300.0 287.0 287.0 287.0 287.0 287.0

CAPITAL EXPENDITURES I

CHANGE IN REVENUES ( ) | I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 300.0 287.0 287.0 287.0 287.0 287.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 300.0 287.0 287.0 287.0 287.0 287.0

Estimate of any current year (FY2003) cost: 0.0
Check this box (X) if funding for this bill is included In the Governor's FY 2004 budget proposal: [

POSITIONS
Full-time 2 2 2 2 2 2
Part-time
Temporary

ANALYSIS: (Attach a separate pace if necessary)
This bill creates a statewide sales and use lax.

The Department of Law will advise the tax division on legal matters pertaining to sales and use taxes, and day-to-day 
administrative law questions. In addition the department will handle sales and use lax appeals on behalf of the tax 
division as necessary.

Based on our discussions with other states that have a statewide sales tax in place, we anticipate the services of two 
full-time equivalent attorney positions will be necessary to handle the new workload generated by the new tax.

Prepared by: Joan M. Kasson___________________________________  Phone (907) 465-5370
Division Attorney General's Office Dale/Time 5/12/03 11:21 AM

Approved by: Kalhryn Daughhetee for Gregg D. Renkes. Attorney General Date 5/12/2003
Agency Department of Law_______

( R » v h » 0  9C 0 0 2 O M 0 ) Page 1 of 1



F I S C A L  N O T E

STATE OF ALASKA
2003 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title State Sales Tax and Use Tax

Fiscal Note Number:
Bill Version:
() Publish Date:

CSHB293(FIN)

Dept. Affected: Revenue
"b r u
Component Tax Division

Revenue Operations

Sponsor House Ways and Means Committee
Requester House Finance Committee________

Expenditures/Revenues

Component No. 

(Thousands of Dollars)

2476

OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY2008 FY 2009

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

2.496.4 3.881.5 3,881.5 3,881.5 3,881.5 3.881.5
85.0 75.0 75.0 75.0 75.0 75.0
889.5 995.0 995.0 995.0 995.0 995.0
76.3 92.0 92.0 92.0 92.0 92.0
525.0 67.5 15.0 15.0 15.0 15.0

TOTAL OPERATING 4,072.2 5,111.0 5,058.5 5,058.5 5,058.5 5,058.5

CAPITAL EXPENDITURES 1,900.0 400.0

CHANGE IN REVENUES ( ) | 163,000.0 [ 341,000.0 | 341,000.0 j 341,000.0 | 341,000.0 | 341,000.0

FUND SOURCE_____________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

5,972.2 5,511.0 5,058.5 5.058.5 5,058.5 5,058.5

TOTAL 5,972.2 5,511.0 5,058.5 5,058.5 5,058.5 5,058.5

Estimate of any current year (FY2003) cost: 150.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 budget proposal: 

POSITIONS
Full-time 67 74 74 74 74 74
Part-time
Temporary

ANALYSIS: (Attach a SBonmlo nana itnnr.ns.s/trv)
This legislation would put into effect a 3% state sa le s  and use tax effective Jan. 1 ,  2004.

This legislation also includes an increase in the state excise  tax on highway motor fuel, from 8 cents a 
gallon to 20 cents a gallon, effective July 1 ,  2003, with a provision that the legislature may share with 
municipalities half of the increase (using the revenue sharing formula in statute). The authorization for 
additional revenue sharing is  not reflected in this fiscal note.

See Pages 2 and 3 for further discussion.

Proparad by: Chuck Harlamert, Robynn Wilson and Brott Friod___________  Phone 465-5469
Division Tax Division Date/Tima 5/16/03 8:06 AM

Approved by: Larry Persily, Deputy Commissioner____________________  Date 5/16/2003________
Agency Department of Revenue j-____________

(Ravtiod &7oo2 omd) Page 1 of_3___
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This legislation would:
• Increase the state’s highway motor fuel tax rate from 8 cents a gallon to 20 cents a gallon.

The rate increase would take effect July 1, 2003. This legislation would not affect marine 
fuel, aviation gas or jet fuel taxes, and would not change the tax on off-road motor fuel 
(which would remain at 2 cents per gallon).

• Direct that the Legislature may appropriate 6 cents a gallon o f the 12-cents-a-gallon highway 
motor fuel tax increase to municipalities, through the revenue-sharing formula in AS29.60.

• Impose a statewide sales and use tax o f 3% on the sale and rents o f tangible personal 
property and services. The tax would take effect Jan. 1, 2004.

• Set a cap on the combined state and municipal sales and use tax rate at 8%, but would allow 
municipalities —  as per their charter or ordinance —  to raise the municipal sales and use tax 
rate to exceed the combined srate/municipal cap.

• Provide that municipalities with a local sales and use tax in effect or approved as o f April 1, 
2003, may continue to receive the full amount due under the tax until Jan. 1, 2C08, with the 
state to receive the amount remaining between the municipal rate and the 8% cap.

• The municipal share within the 8% cap would be limited to no more than 6% effective Jan. 1, 
2008. Then, effective Jan. 1, 2010, municipalities would be limited to 5% within the 8% cap.

• Allow municipalities to collect and administer their own sales and use taxes for the first two 
years of *he new state tax. Then, on Jan. 1, 2006, municipalities would need to start 
collecting their local sales and use tax under state rules. Then, on Jan. 1, 2008, the state 
would take over collection and administration o f all municipal sales and use taxes.

• Require out-of-state vendors to collect the sales and use tax i f the vendor is subject to the 
jurisdiction o f the state under the U.S. Constitution.

• Limit the tax to S5,000 o f the purchase price o f a motor vehicle, boat, plane or mobile home.

• Provide a mechanism for enforcement o f the sales and use tax on the purchase o f motor 
vehicles, including those purchased out of state and brought to Alaska: AS 28.10.021 would 
requires that sales or use tax must have been paid to register a vehicle.

• Amend the interest rate the state charges on all delinquent taxes to a floating rate.

• Nothing in this measure would prevent municipalities from continuing existing or imposing 
new excise taxes on specific goods and services, such as a hotel bed tax or car rental tax.



This legislation would provide exemptions from the state sales and use tax, including:

• Saie for resale and sale or lease for subsequent lease.

• Goods and services, ingredients, components and transportation used in operations and 
maintenance in natural resource industries (oil and gas, mining, timber and fishing), and 
manufacturing. Capital assets would be taxable. For self-constructed assets, only the 
tangible personal property incorporated into the asset would be taxable.

• The tariff on oil and gas pipelines.

• Goods moved in state as part o f interstate or foreign commerce.

• Sales to federal, state and local government agencies, and sales by government agencies 
— except for sale o f utility services to consumers.

• Sales to or by IRS-approved 501(c)(3) charitable organizations.

• Sales/services by licensed health-care providers, prescription drugs.

• Child-care services.

• Purchases with food stamps.

• A ll fuel subject to the state excise tax is exempt from the new sales and use tax.

• Car rentals subject to the proposed new state car rental excise tax.

• Wages, insurance premiums, dividends and interest.

• Financial services, including stock and bond brokerage fees, loan and account fees.

• Pull-tab, bingo and raffle sales.

• Isolated or occasional sales.

• Real estate is exempt, and additions to real estate (such as a new garage or home 
addition).

CSHB293(FIN) - Sales &  Use Tax
May 16,2003
Department of Revenue -  Page 3 of 3
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CITY OF HOMER City Manager
HOMER, ALASKA City Clerk

RESOLUTION 03*71

A RESOLUTION OF THE CITY COUNCIL OF HOMER.
ALASKA, OPPOSING HOUSE BILL 293 AN ACT LEVYING 
AND COLLECTING A STATE SALES AND USE TAX AND 
PROVIDING FOR AN EFFECTIVE DATE.

WHEREAS, House Bill 293 was introduced to the Twenty Third Legislature on April 30, 
2003, as an act levying and collecting a State sales and use tax providing an effective date o f January 
1,2004; and

WHEREAS, Tins bill levies a three percent year around statewide sales tax in the State of 
Alaska in and above that already levied by municipalities; and

WHEREAS, Municipalities would be subject to state tax collection/administration and 
limited to the exemptions listed in Section 43.44.090 o f the bill; and

WHEREAS, The Kenai Peninsula Borough levies a 2% sales tax and the City o f Homer 
levies a 3.5% sales lax for a total o f 5.5% sales tax in Homer; and

WHEREAS; Adding an additional 3% sales tax would have significant economic impacts 
on the City o f  H o m e r  and other municipalities around the Stale.

NOW THEREFORE BE IT RESOLVED, that the City of Homer opposes House Bill 293, 
nn net levying and collecting a state sales and use tax and providing for an effective date; and.

BE IT FURTHER RESOLVED, that copies of this resolution w ill be sent to Governor 
Murkowski, Lt Governor Leman, Senator Stevens, Representative Seaton, the State House Finance 
Committee, Stale House Ways and Means Committee and the Alaska Municipal League.

PASSED AND ADOPTED by the Homer City Council this 12'" day o f May, 2003.

. CITY OF HOMER
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Alaska State Legislature
Please enter into the record my testimony to the  ̂ S' O ! ft  > j r  /  /[ft/l d-6 d  O P}"/

Committee name

Committee on 5 &  ^ ______ J~f 3  f-2 J 3  dated S '//3 _____________
Bill/Subject
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A l a s k a
'National Education Association

TO: Representative John Harris
Co-Chair House Finance Committee 
Representative Bill Williams,
Co-Chair House Finance Committee
Representative M ike Hawker
Co-Chair House W ays and M eans Com m ittee
Representative Jim W hitaker
Co-Chair House W ays and M eans Committee

FROM: R ichK ronberg
President N EA-Alaska

RE: Adequate Funding fo r Education and N ew  R evenue Streams

DATE: M ay 14,2003

Each year over 400 NEA-Alaska members are elected to represent our 12. 700 members and set 
policy for our organization in January. They do this largely in the form o f  N ew  Business Items. 
New  Business Item 99-84 states in part:

99-84: Adequate Funding for A laskans: NEA-Alaska shall lobby the legislature to seek ways to 
ensure adequate funding for education, which m ay include, but not lim ited to a state sales tax, (or 
a) state income ta x .

Based on this N ew  Business Item, NEA-Alaska w ishes to voice its support lo r  the work being 
done by the House Ways and M eans Committee to create a  new revenue stream tliat can be used 
to support public schools in our state. A s you are aware, NEA-Alaska has been requesting the 
legislature to  increase the Base Student Allocation (BSA ) by  S270 per student in order to  allow 
all o f  our students an opportunity to m eet state standards and all o f  our schools to  m eet the 
requirem ents o f  the federal N o Child Left Behind Act. During the course o f  th is legislative 
session, our members have m et w ith you and other legislators to ask for support for providing all 
our students with this opportunity. W e have heard a virtually unanim ous support for that level o f  
ftmding provided it could be done within the param eter set by Governor M urkowski o f  not 
withdrawing more than S400 million from the Constitutional B udget Reserve. It is clear that the 
creation o f  a new revenue stream, such as the statewide sales tax that is being discussed, will 
provide the legislature with the opportunity to m eet our goal o f  a S4280 BSA.

W c wish to urge your support for this new broad-based revenue stream as a  first step towards a 
complete fiscal plan that will allow you to provide the resources our dedicated educators need to 
develop our most important resource, our children. Alaska’s children are Alaska’s future.

ANCHORAC.F REGIONAL OFFICE • 1840 5. Bnjjiw Street, Suite 100 « Anchorigc, Alula 99508 • (907) 274 0536 • FAX: (907) 274 0551 
JUNEAU OFFICE ■ 114 Second Street • Juneau, AJ.uto 99801 • (907) 586-3090 • FAX: (907) 586-2744 

FAIRBANKS REGIONAL OPF1CB • 2118 S. Cudurun Street • Fairfeinb, AJuki 99/01 • (y07)456-443S • FAX: (907) 450-2159
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Program Til!?*

Lead
Agency

(Person)
O th er  State 

Agencies O ther  Contributors Eligible Applicant
Establish
C riteria

Establish
Timeline O ther

Direct Aid to 
Individuals

DOL
Scavera

DCED 
ADF&G 
(fish tickets)

Fishermen and crew April 18 TBD Labor will handle the application review and 
appeal process.

Direct Aid to
Impacted
Communities

DCED
Fisk/
Haight

Communities that 
received fish tax

April 18 Checks
out
ASAP.

Fund distribution through existing fish tax 
channels.

National Ad 
Campaign

DCED
Johnson
ASMI
Riutta

Approved marketing 
vendor

TBD TBD ASMI will establish a process with deliverables.

Quality Control 
Standards

DCED
Johnson

ASMI
ADF&G
DEC

U A - M A P Quality assurance 
providers

May 2 April 25 DCED will convene a sub committee o f  agencies 
and contributors to establish a quality control 
program that will support the marketing efforts 
under the National Ad Campaign.

Transportation DCED
Johnson

DOT
ADF&G
ASMI

U A - M A P
AFDF
Industry - advice

Processors and
transportation
companies

May 2 April 25 DCED will convene a subcommittee o f  agencies 
and contributors to determine funding direction, 
amount and area to move product in support o f  the 
national ad campaign.

Research and 
Development

DCED
Johnson

ASMI U A - M A P
AFDF
Industry-advice

Private companies 
and research 
institutes.

May 9 April 25 DCED will convene a subcommittee o f  agencies 
and contributors to determine criteria, timeline, 
and project parameters. Decisions will be made by 
agencies and funds will go out under the grant 
section/DCED.

Fishery
Economic
Development
Projects

DCED
Fisk/
Haight

ADF&G
DOT

U A - M A P  
UA -  FITC 
AFDF
Industry- advice

Communities, 
industry, other

May 9 April 25 DCED will convene a subcommittee o f  agencies 
and contributors to determine criteria, timeline and 
project parameters. Decisions will be made by 
agencies and funds will go out under the grant 
section/DCED.

Harbor and
Transportation
Infrastructure

DCED
Fisk/
Haight

DOT U A - M A P  
UA -  FITC 
AFDF
Industry -  advice

Communities, 
industry, other

May 9 April 25 DCED will convene a subcommittee o f  agencies 
and contributors to determine criteria, timeline and 
project parameters. Decisions will be made by 
agencies and funds will go out under the grant 
section/DCED.

Rural
Development
Investment
Fund

DCED
Winegar

Eligible applicants 
under current 
program parameters

Done Done Utilize existing mechanism with Division of  
Investment.

Fishery industry
business
assistance

DCED
Fisk

DOL
Scavera

ARDORS
SBDC
Other economic 
development engines

Businesses TBD TBD Through existing programs, direct technical 
assistance will be put to the fishing and seafood 
industry to enhance their success.
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House Rpt.108-010 - M A K IN G  FURTHER CONTINU ING APPROPR IATIONS FOR THE 
F ISCAL YEAR 2003, AND FOR OTHER PURPOSES

Full Display Related Information

GPO PDF Printer Friendly Display Bill Summary and Status Full Text of Bill

TIT L E  V - F I S H E R I E S  D I S A S T E R S

SEC. 501. FISHERIES DISASTERS- In addition to amounts appropriated or otherwise made available, 
$100,000,000 is appropriated to the Department of Commerce for fisheries disaster assistance. Not 
more than 5 percent of such finds may be used for administrative expenses, and no finds may be used 
for lobbying activities or representational expenses.

(a) WESTERN PACIFIC AND NORTH PACIFIC- $5,000,000 shall be made available as a direct 
lump sum payment to the State of Hawaii for economic assistance to fisheries affected by federal 
closures or fishing restrictions and $35,000,000 shall be made available as a direct lump sum 
payment to the State of Alaska no later than 30 days afier the date of enactment of this Act to 
make payments to persons or entities which have experienced significant economic hardship. 
Funds in Alaska shall be used to provide (A) personal assistance with priority given to food,' 
energy needs, housing assistance, transportation fiiel including subsistence activities, and other 
urgent needs; (B) assistance for small businesses including fishermen, fish processors, and 
related businesses serving the fishing industry; (C) and assistance for local and borough - 
governments adversely affected by reductions in fish landing fees and other fishing-related 
revenue; and (D) product development and marketing..

(b) NORTHEAST AND WEST COAST- $10,000,000 shall be made available to conduct a 
voluntary fishing capacity reduction program in the Northeast multispecies fishery and 
$10,000,000 shall be made available to conduct a voluntary fishing capacity reduction program 
in the West Coast groundfish fishery. Such sums shall supplement the voluntary capacity 
reduction program authorized for the fishery in Sec. 211 of Public Law 107-206 and be consistent 
with section 312(b) of the Magnuson-Stevens Fishery Conservation and Management Act and the 
requirements relating to the capacity program in section 211 of Public Law 107-206 that shall—

(1) permanently revoke all fishery licenses, fishery per/nits, area and species endorsements, 
and any other fishery privileges issued to a vessel or vessels (or to persons on the basis of 
their operation or ownership of that vessel or vessels) removed under the program; and

(2) ensure that vessels removed under the program are made permanently ineligible to 
participate in any fishery worldwide, and that the owners of such vessels will operate only 
under the United States flag or be scrapped as a reduction vessel pursuant to section 
600.1011(c) of title 50, Code of Federal Regulations.

fi1e://C:\Dociimcmsĉ 20andfT'20Settinss\bcccnd.s\Local£fr2f).Settin2s\Temnnrnrv<7r20[memei... 3/5/2003



M ay 12, 2 0 0 3

Drastic changes in commercial salmon fishing have caused economic 
hardship for many Alaska salmon fishermen and their families. The State of 
Alaska is providing an opportunity for those fishermen in most urgent need to 
apply for direct financial assistance.

If you are an Alaska resident, held an active 2002 commercial salmon 
perm it or salmon crew license, and meet other requirements defined on the 
enclosed form, you may be qualified for this financial assistance.

Please carefully read, complete, and sign the enclosed Confidential Data 
Request form. The completed form must be returned to the Alaska Department 
of Labor and Workforce Development at P.O. Box 25509, Juneau, AK 99802- 
5509, with all necessary documentation, postmarked no la te r than June 7, 
2003. Those who qualify may expect to receive a one-time payment by 
June 27, 2003.

I hope this financial assistance will help you and your family with 
immediate necessities, such as food, energy needs, and housing.

Sincerely yours,

S / S  F R A N K  H. MURKOWSKI

Frank H. Murkowski
Governor

Enclosure

D ear A lask a  Com m ercial Salm on  F ish erm an  or Crew M em ber:

FHM /FH /AA /m f 
1120 (fisheries)

Salmon Fishermen 2003.doc



C onfidentia l Data A la s k a  D e p a r tm e n t  o f  L a b o r  .r Juneau. AK 99801
R equest anc j W o r k f o r c e  D e v e lo p m e n t  Phone: 9o?-465-469i

Fax: 907-465-2741

T h e  following information i s  ne«. ded to determ ine if you are eligible for F i s h e r ie s  Revitalization 
fund s m ade available by G overnor Murkowski. T o  qualify you m ust have had an active com m erc ia l 
sa lm on  permit o r  sa lm o n  crew  l ice n se  in 2002 been  at lea st  the age of 1 8  in 2002, be an A la ska  

re s ident , and fall beneath the incom e limits sh e w n  below.

1. PERMIT HOLDER OR CREW MEMBER INFORMATION
State of A laska 2002 Com m erc ia l Sa lm on F i s h e r ie s  Entry Permit number:.

Name of Sa lm on  Permit Holder:__________________________________________________

-O R -
State of A laska 2002 Com m erc ia l Sa lm on C rew  L ic e n s e  num ber:__________

Name on C rew  l i c e n s e :____________________________________________________________

Name of Sa lm o n  Permit Holder I crewed fo r :___________________________________

My Mailing A d d r e s s : ____

C i t y :_______________________

S t a t e :_____________________

Z i p : ________________________

T e le p h o n e :_______________

Date of B ir th :____________

Socia l Secur ity  Number:

2. 2002 INCOME INFORMATION (please use your 2002 Federal Income Tax Return- 1040 form)
2a. Total num ber of dep end ents ,  including yo u r se lf ,  l isted on Line 6D of your 10 4 0  tax return: ___

2b. Total 2002 A d justed  G r o s s  Incom e listed on line 3 3  of your 10 40  tax return:_____________________

2002 Income Limits
Family Size Maximum Income

1 S11,080
2 514,930
3 518,780
4 $22,630
5 526,480
6 530,330
7 S34.130
8 538,030

Please return this form with a copy of your 2 0 0 2  Federal Income Tax return to the 
Alaska Department of Labor and Workforce Development, postmarked NO LATER 
THAN JUNE 7 , 2 0 0 3 .

Signature: Date



Allocation A ssu m ing  $7,000,000*
8-Year B a se  (89-96)/5-Year Im p acts (97-01) 

by Allocation by Municipality
Municipality_______________ Allocation______________________Municipality_______________A llocation

Ouzinkie
Angoon
Marshall
Skagway

$500.00
$500.00
$500.00
$500.00

Kasaan 
Coffman Cove 
Tenakee Springs 
Thorne Bay

$500.00 
. $500.00 

$500.00 
$500.00

Cold Bay 
Soldotna 
Tununak 
Akhiok

$500.00
$500.00
$500.00
$530.32

Saint Michael $544.95

Toksook Bay $662.49

Koyuk $905.21

Port Heiden $ 1 , 10 5 .8 8

Nome $ 1 , 16 5 .9 1

Nenana $ 1 , 1 8 8 .3 5

Old Harbor $1,603.29

Klawock $1 ,70 4 .83

Port Lions $ 1 ,74 8 .8 4

Kaltag $2 ,166 .35

Anvik $2,267.43

Shaktoolik $2 ,576 .7 1

Hooper Bay $2,858.49

Haines Borough $2 ,877 .25

Galena $3,420.94

Mekoryuk $3,644.80

Unalakleet .  $3 ,7 19 .25

Aniak $3,729.00

Seldovia .$3 ,823 .38

Hydaburg $7,208.78

Valdez ■ $7 ,758 .37

Goodnews Bay $7,904.27

Wrangell $ 13 ,4 32 .73

Bethel $20,336.13
Emmonak 
False P a ss  
Ketchikan Gateway 
Craig

. $27,708.83 
$27,729.80 
$29,362.93 
$ 3 1 ,8 8 4 .7 1

Ketchikan 
Hoonah 
Chignik 
Pilot Point

$40,576.50
$40,736.04
556,417.00
$61,230.88

Egegik 
Sand Point 
Homer 
Pelican

$63,659.89 
$72 ,139 :36  

, $80,908.24 
$92,634.72

Aleutians East $ 1 , 1 0 1 , 5 6 1 . 6 6
Angoon $500.00
Aniak - ‘ ‘ '____________________ 53,729.00

Anvik V;; . ... $2 ,267 .43

Bethel $20 ,336 .13

Bristol Bay; $ 1 ,7 3 9 ,2 8 9 .5 1

Chignik ' ■ • -j- ; $56 ,4 17 .00

Clark's Point $ 17 4 ,4 6 2 .5 5

Coffman Cove $500.00

Cold Bay ; $500.00

Cordova - $ 10 1 ,6 3 7 .0 2

Craig $ 3 1 ,8 8 4 .7 1

Dillingham : $ 1 1 9 , 1 3 6 .8 6

Egegik • '• $63,659.89

Emmonak $27 ,70 8 .83

False P a s s $27 ,729 .80

Galena-• ,$3 ,420.94

Goodnews Bay $7,904.27Haines Borough $2 ,877 .2 5
Homer $80,908.24

Hooriah ; $40,736.04

Hooper Bay "  ' ' $2 ,858 .49

Hydaburg $7 ,208 .78

Kaltag , - -.•• -• $2 ,16 6 .35

Xasaan $500.00

Kenai:. : ; $ 155 ,024 .29

Kenai Peninsula $623 ,25 1 .20

Ketchikan ; 540,576.50

Ketchikan Gateway $29,362.93

King Cove $207,498 .85

Klawock $ 1 ,70 4 .e 3

Kodiak $ 3 2 1 ,4 9 8 .4 7

Kodiak Island $362 ,937 .67

Koyuk- . . $905.21

Lake and Peninsula $44 1,970 .95

Marshall . ;  ;  ■- $500.00

Mekoryuk $3,644.80

Nenana $ 1 , 1 8 8 .3 5

Nome $ 1 , 1 6 5 .9 1

Old Harbor $ 1 ,60 3 .29

Ouzinkie
Pelican

$500.00
$92,634 .72

Petersburg $277,023.20

Pilot Point. $6 1 ,230 .88

Port Heiden $ 1 , 10 5 .8 8

Port Lions . ,. $ 1 ,7 4 8 .8 4

Saint Michael $544.95



Yakutat $99 ,759 .6 1 Sand Point $7 2 ,13 9 .3 6

Cordova $ 10 1 ,6 37 .0 2 Seldovia $3 ,823 .38

Seward $ 1 1 7 , 1 2 6 .4 4 Seward $ 1 1 7 , 1 2 6 .4 4

Dillingham $ 1 1 9 , 1 3 6 .8 6 Shaktoolik $2 ,5 7 6 .7 1

Kenai $ 155 ,024 .29 Sitka $ 1 7 1 ,6 7 9 .7 1

Sitka $ 1 7 1 ,6 7 9 .7 1 Skagway $500.00

Clark's Point $ 174 ,4 6 2 .55 Soldotna $500.00

King Cove $207,498.85 Tenakee Springs $500.00

Togiak $2 56 ,769 .16 Thorne Bay $500.00

Petersburg $277,023.20 Togiak . .. $2 56 ,76 9 .16

Kodiak $32 1 ,4 9 8 .4 7 ToksookBay $662.49

Kodiak Island $362,937 .67 Tununak $500.00

Lake and Peninsula $441,970 .95 Unalakleet. $ 3 ,7 19 .2 5

Kenai Peninsula $623 ,251 .20 Valdez $7 ,7 5 8 .3 7

Aleutians East $ 1 , 1 0 1 ,5 6 1 .6 6 Wrangell .. $ 13 ,4 3 2 .7 3

Bristol Bay . $ 1 ,73 9 ,2 8 9 .5 1 Yakutat $99 ,759 .6 1

$7,000,000.00 $7,000,000.00

‘ Based on estimate of each municipality's " lo ss "  of state shared fish tax for each of five years (97-01), 
attributable to declines in the salmon industry, compared to the average of state shared fish tax received by 
each community in the highest four years of the prior eight-year period (89-96). The amount allocated to 
municipalities is pro-rated based on the amount available for distribution -- in this ca se  $7,000,000.



SALMON MARKETING

To: Jim Clark 
Chief of Staff

From: Margy Johnson 
Director

Re: Salmon Marketing

The State of Alaska will pursue a WILD ALASKA SALMON marketing campaign, which will 
benefit both harvesters and processors. ASMI will be the lead organization in screening RFPS 
and implementing plan.

The Fish Cabinet and Chief of Staff is overseer. Not ASMI board.

The time is right for Wild Alaska salmon and we expect this to move quickly.

The plan will be based on promoting the health benefits of WILD ALASKA SALMON

♦♦ Alaska is one of the most important wild salmon producing areas in the wold 
**5 fferent types of salmon
**Alaska salmon was the first North America seafood product to earn Marine 
Stewardship Counsel certification.

Marking to include awareness and education driven by compact, well-balanced integrated 
marketing communications including:

♦♦ Pulic Relations 
♦♦ Advertising 
♦♦Promotions
♦♦Collateral and educational material

State will promote Wild Alaska salmon to the Lower 4S, but we realize that much of our market 
is the Pacific Rim. Governor to do a trade mission to Japan, this fall. State will employ a 
salmon ambassador to help Japan marketing partners get over negative aspect of 
harvester/processor lawsuit.

M am y's point: Want Governor to do an add. Want Governor to go on sales calls with 
wholesalers ie pursuing the mega chains McDonalds, etc. Remember please! Every Alaska is a 
seafood marketer. It is our joy  t£ duty to sell salmon!



Division o f Community and Business Development 
Department of Community and Economic Development 
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A. General Information

G o v e rn o r  F ra n k  M u rk o w sk i re c e n tly  a n n o u n c e d  the  A laska  F ish e rie s  R ev ita liza tion  S trategy . 
T h e  R ev ita liza tio n  S tra teg y  c o m b in e s  federa l F isheries D isa s te r  fu n d s  a u th o riz e d  u n d e r  T id e  V  
-  F isheries D isa s te r , S e c tio n  501(b) o f  the  2003 F ed e ra l A p p ro p r ia tio n s  Bill and  S o u th e a s t 
S usta inab le  S a lm o n  F u n d  m o n ie s , a u th o r iz e d  u n d e r  d ie  P ac ific  C o a s ta l S alm on  R ecover}’ F u n d , 
m ade availab le  by th e  w o rk  o f  A lask a  S e n a to r  T e d  S tevens.

T h e  R ev ita liza tio n  S tra tegy  is a m u lti-lev e l, m u lti-y ear p la n  d es ig n ed  to  s p u r  in c rea sed  
p ro d u c tiv ity  an d  in n o v a tio n  in  th e  A lask a  fish ing  in d u stry  by  in v e s tin g  co n sid e rab le  re so u rces  
in to  critical co m m erc ia l fisheries in fra s tru c tu re  an d  cap ita l im p ro v e m e n t p ro jec ts .

A  key c o m p o n e n t  w ith in  th e  R ev ita liza tio n  S tra tegy  is th e  F ish e rie s  E c o n o m ic  D e v e lo p m e n t 
M atch in g  G ra n t  P ro g ra m  (P ro g ra m ), to  be  ad m in is te re d  by  th e  A laska D e p a r tm e n t  o f  
C o m m u n ity  an d  E c o n o m ic  D e v e lo p m e n t (D C E D ). T h is  P ro g ra m  is in te n d e d  to  assist 
c o m m u n itie s , th ro u g h o u t th e  s a lm o n  fish in g  reg ions o f  A lask a , im p a c te d  by th e  d o w n tu rn  in  
th e  sa lm o n  in d u stry . A ss is ta n c e  w ill be  p ro v id e d  in  th e  fo rm  o f  o n e -tim e  g ran ts  to  a ss is t w ith  
the  fin an c in g  o f  fish e rie s-re la ted  in fra s tru c tu re  o r  e c o n o m ic  d e v e lo p m e n t p ro jec ts  th a t h av e  the  
p o te n tia l to : (1) in c rease  A lask a  s e a fo o d /p ro d u c t  quality , (2) in c rea se  A laska s e a fo o d /p ro d u c t  
d iversity  a n d / o r  va lue , (3) in c rea se  in d u s try  effic iencies, o r  (4) lo w e r co s ts  w ith in  th e  industry .

T h e re  is a p p ro x im a te ly  S13 m illio n  availab le  fo r  g ran ts  u n d e r  th is P ro g ram . D C E D  is n o w  
req u estin g  p ro p o sa ls  f ro m  a p p lic a n ts  in te re s te d  in  rece iv in g  o n e - tim e  financial a ss is tan ce  (grant) 
u n d e r  this new ly  e s ta b lish e d  P ro g ra m . T h o se  in te re s te d  in  s u b m ittin g  an  ap p lica tio n  u n d e r  this 
P ro g ra m  a rc  to  fo llow  th e  in s tru c tio n s  p ro v id e d  in th is M a tc h in g  G ra n t  A p p lica tio n  G u id e  an d  
m u st su b m it  th e ir  c o m p le te d  ap p lic a tio n  p r io r  to  4:30 p .m . M ay 29 , 2003.

B . E l ig ib l e  Ap p l ic a n t

DCED Expectation: E lig ib ility  (eligible app lican t) is lim ited  to

1. G o v e rn m e n t o r  n o n -p ro f i t  o rg a n iz a tio n s  su ch  as m u n ic ip a litie s , tribal co u n c ils , o th e r  
re c o g n iz e d  g o v e rn in g  b o d ie s , o r  c o m m u n ity /re g io n a l n o n -p ro f i t  o rg an iza tio n s  re p re se n tin g  
c o m m u n itie s  th a t h a v e  b e e n  im p a c te d  by th e  d o w n tu rn  in  th e  sa lm o n  in dustry . 
A cco rd in g ly , it  is a n tic ip a te d  th a t  th e  m ajo rity  o f  th e  c o m m u n itie s  w ill b e  loca ted  
th ro u g h o u t th e  sa lm o n  fish in g  re g io n s  o f  A laska.

2. Sm all b u s in e sse s  in c lu d in g  f ish e rm en , fish  p ro c e sso rs , o r  re la te d  b u sin esses  se rv in g  the  
fish ing  in d u stry . T h e s e  a p p lic a n ts  m u s t d e m o n s tra te  h o w  th ey  have  b een  im p a c te d  by the 
d o w n tu rn  in th e  sa lm o n  in d u stry . T h e se  ap p lican ts  m u s t  a lso  m e e t th e  US Sm all B usiness 
A d m in is tra tio n  d e f in it io n  o f  a sm all b usiness. I t  is a n tic ip a te d  th a t p riv a te  a p p lican t 
p ro je c ts  w ill b e  lo c a te d  in  o r  in  c lo se  p rox im ity  to  c o m m u n itie s  th ro u g h o u t A laska  lo ca ted  
th ro u g h o u t th e  s a lm o n  fish ing  reg io n s  o f  A laska.

A p p l ic a n t ’s  Proposal: A n  a p p lic a n t’s p ro p o sa l (g ran t ap p lica tio n ):
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•  M u st id en tify  the  a p p lic a n t’s o rg a n iz a tio n ; p ro je c t d irec to r; a n d  p ro v id e  c o n ta c t in fo rm a d o n  
in c lu d in g  m ailing  ad d re ss , p h o n e , fax, a n d  em ail.

•  M u st d iscu ss  the a p p lic a n t’s o rg a n iz a tio n  su ch  as d u ra tio n  o f  ex is te n c e , a n  o rg an iza tio n a l 
d iag ram , a n d  lines o f  c o m m u n ic a tio n .

•  M u st d iscu ss  the a p p lic a n t’s e x p e r ie n c e  w ith  sim ilar p rev io u s  p ro je c ts , th e  success o f  th o se
p ro je c ts , a n d  cu rren t a n d / o r  o n -g o in g  p ro je c ts .

•  M u st id en tify  the a p p lic a n t’s key  p e rs o n n e l, p rev io u s  ex p e rien ce , a n d  ab ility  to  successfu lly  
co m p le te  th is p ro jec t. In d iv id u a l re su m e s  m ay b e  in c lu d ed  as p a r t  o f  th e  a p p lic a n t’s 
p ro p o sa l.

Evaluation o f Applicants Proposal: T h is  sec tio n  o f  an  a p p lic a n t’s p ro p o sa l (g ran t 
ap p lica tio n ) w ill be ev a lu a ted  b a se d  o n  D C E D ’s e x p e c ta tio n  a n d  th e  a p p lic a n t’s p ro p o sa l as 
d iscu ssed  a b o v e  and  m ay  rece iv e  u p  to  a m a x im u m  o f  20  p o in ts  by  e ach  m e m b e r  o f  d ie
E v a lu a tio n  C o m m ittee  d u rin g  d ie  e v a lu a tio n  p ro cess .

C. E l ig ib l e  C o m m u n it ie s

D C E D  E x p e c ta t io n :  P ro je c ts  a re  lim ited  to  th o se  th a t w ill b e n e f it  c o m m u n itie s  th a t have 
b e e n  im p a c te d  by  the  d o w n tu rn  in  th e  s a lm o n  in dustry . A c co rd in g ly , it  is a n tic ip a te d  th a t th e  
m a jo rity  o f  th e  co m m u n itie s  w ill b e  lo c a te d  th ro u g h o u t the  sa lm o n  fish in g  re g io n s  o f  A laska.

Applicant’ s Proposal: A n  a p p lic a n t’s p ro p o s a l  (g ran t ap p lica tion ):

•  M u st id e n tify  the c o m m u n itie s  a n d / o r  sa lm o n  fish ing  reg io n (s) th a t w ill b e t rfit fro m  th e  
p ro jec t.

•  M u st d e sc r ib e  the e x te n t  o f  th e  im p a c t o f  d ie  d o w n tu rn  in  th e  c o m m u n itie s  a n d /o r  reg ion  
by d iscu ss in g  recen t e c o n o m ic  in d ic a to rs  su ch  as d o w n tu rn  in  ex -v esse l p rice , w h o lesa le  
p rice  p a id  to  p ro cesso rs  (if availab le), dec line  in  p e rm its  fish ed , re tu rn  to  h a rv este rs  a n d  
p ro c e sso rs , an d  dec lin in g  e c o n o m ic  ac tiv ity  fo r se a fo o d  re la ted  b u s in esse s .

•  M u st p ro v id e  d o c u m e n ta tio n  fro m  ea c h  c o m m u n ity  d e m o n s tra tin g  c o m m u n ity  su p p o rt. I f  
the a p p lic a n t is a local g o v e rn m e n t, a re so lu tio n  by th e  g o v e rn in g  b o d y  is req u ired . I f  the  
a p p lic a n t is a n o n -p ro f i t  o rg a n iz a tio n , re so lu tio n s  o f  s u p p o r t  f ro m  th e  co m m u n itie s , 
c o o p e ra tiv e  ag reem en t o r  m e m o ra n d u m  o f  a g re e m e n t b e tw e e n  th e  a p p lic a n t an d  the 
v a rio u s  loca l g o v e rn in g  b o d ie s  a re  req u ired . T h e  a p p lic a n t m ay  s u b m it p ro p o se d  o r  d ra ft 
d o c u m e n ts  w ith  its a p p lic a tio n  a n d  a p p ro v e d  d o c u m e n ts  m u s t b e  rece iv ed  by D C E D  by 
Ju n e  12 , 2003 .

Evaluation of Applicant’ s Proposal: T h is  sec tio n  o f  an  a p p lic a n t’s p ro p o sa l (g ran t 
a p p lic a tio n )  w ill be ev a lu a ted  b a se d  o n  D C E D ’s e x p ec ta tio n  an d  th e  a p p lic a n t’s p ro p o sa l as 
d iscu ssed  a b o v e  and  m ay  rece iv e  u p  to  a m ax im u m  o f  20  p o in ts  by ea c h  m e m b e r o f  d ie  
E v a lu a tio n  C o m m ittee  d u r in g  th e  e v a lu a tio n  p rocess.

Page 3 of 10



Fisheries Economic Development Matching Grant Program
Application Instructions

D .  E l i g i b l e  P r o j e c t s  D e s c r i p t i o n

DCED ’s Expectation: T his P ro g ra m  is in te n d e d  to  a ss is t co m m u n itie s  th ro u g h o u t  th e  sa lm o n  
fish ing  re g io n s  o f  A laska , im p ac ted  by  th e  d o w n tu rn  in  th e  sa lm o n  in d u stry . A ss is ta n c e  w ill 
be p ro v id e d  in  th e  fo rm  o f  o n c -d m e  g ra n ts  to  a ss is t w ith  th e  f in an c in g  o f  fish e ric s-re la ted  
in fra s tru c tu re  o r  e c o n o m ic  d e v e lo p m e n t p ro je c ts  d ra t h av e  the p o te n tia l  to : (1) in c re a se  A laska 
s e a f o o d /p r o d u c t  quality , (2) increase  A laska  s e a f o o d /p r o d u c t  d iv e rs ity  a n d / o r  va lue , (3) 
in crease  e ffic ien cies  an d  p ro d u c tiv ity , o r  (4) lo w e r co sts  w ith in  th e  in d u stry . E x a m p le s  o f  
p o te n tia l p ro je c ts  h av e  b een  g ro u p ed  b y  d ie  fo llo w in g  categories:

• Freezing and Chilling: P ro jec ts  w o u ld  im p ro v e  d ie  quality  o f  A laska  se a fo o d  b y  ch illing  
o r  freez in g . P ro je c ts  m ay inc lude  d ie  in s ta lla tio n  a n d / o r  e x p a n s io n  o f  s lu sh  ice bags, ice 
m a c h in e s , o r  c h illing  gear; p u rch ase  a n d / o r  im p ro v e m e n t to  f lo a tin g  ice m a c h in e  barges; 
a d d itio n a l e q u ip m e n t th a t im p ro v es  access to  freez in g  an d  ch illing  e q u ip m e n t.

•  C o ld  Storage Facilities: P ro jec ts  w o u ld  im p ro v e  th e  quality  o f  A lask a  s e a fo o d  by  b u ild in g  
n ew  a n d / o r  im p ro v e  ex isting  co ld  s to ra g e  facilities.

• Transportation and Distribution Network: P ro jec ts  w o u ld  im p ro v e  d ie  quality  o f
A laska  s e a fo o d  b y  easing h an d lin g , in c re a s in g  sp eed , a n d  in c rea s in g  e ffic ien c ies  a t key 
tra n s p o r ta t io n  n o d e s . P ro jec ts  m ay  in c lu d e  th e  in sta lla tio n  a n d / o r  e x p a n s io n  o f  ru n w ay  
c o o lin g  sy stem s, h an d lin g  e q u ip m e n t, q u a lity  c o n tro l e q u ip m e n t, fre ig h t c o n so lid a tio n  
facilities, a n d  the c h a in  o f  cu sto d y  tra c k in g  sy s tem s an d  devices.

• Processing Facilities and Equipment: P ro je c ts  w o u ld  in crease  th e  quality ', d iversity , a n d  
va lu e  o f  s e a fo o d  p ro d u c ts . P ro je c ts  m ay  in c lu d e  th e  c o n s tru c tio n  o r  im p ro v e m e n t o f  
s e a fo o d  p ro c e ss in g  o p era tio n s , p ro c e ss in g  e q u ip m e n t, fish b y -p ro d u c t e q u ip m e n t, utility  
im p ro v e m e n ts  to  p ro cess in g  areas, a n d  w aste  o u tfa ll lines.

• Shellfish Mariculture: P ro jec ts  w o u ld  im p ro v e  d ie  effic iency  a n d  p ro d u c tiv ity  o f  shellfish  
fa rm in g . P ro jec ts  m ay in c lu d e  n u rse ry  g ro w  sites, tra n s p o r ta t io n  im p ro v e m e n ts , 
te c h n o lo g ic a l im p ro v e m e n ts , h o ld in g  a n d  p ro c e ss in g  capacity  im p ro v e m e n ts .

• New Fisheries Development: P ro je c ts  th a t  seek  to  d ev e lo p  n e w  fish eries  in  A laska a n d  
m ay in c lu d e  te s t fish ing, gear tes tin g , a n d  m a rk e t research .

• Marine Related Infrastructure: P ro je c ts  w o u ld  increase  se a fo o d  quality ' a n d  effic iencies 
by  im p ro v in g  ex isting  o r  b u ild in g  n ew  h a rb o rs , docks a n d  o th e r  re la ted  m arin e  
in f ra s tru c tu re .

• A irpo rt Development: P ro jec ts  th a t  w o u ld  in c rease  effic iencies, im p ro v e  se a fo o d  quality'
a n d  in c re a se  p ro d u c e rs ’ access to  v a lu ab le  m ark e ts  by  im p ro v in g  ex is tin g  o r  b u ild in g  n ew
a irp o r t facilities a n d  re la ted  in fra s tru c tu re .

• Other: By n o  m ean s shou ld  p o ss ib le  p ro je c ts  b e  lim ited  to  th e  a b o v e  exam ples o r
c a te g o rie s . A n  ap p lica tio n  shou ld  b e  s u b m itte d  fo r  any p ro je c t th a t d e v e lo p  fish eries-re la tcd  
in f ra s tru c tu re  o r  eco n o m ic  d e v e lo p m e n t p ro je c ts  th a t have d ie  p o te n tia l  to  lo w er co s ts , 
in c re a se  p ro d u c t  quality’, increase p ro d u c t  va lu e  a n d /o r  in crease  e ffic ien cies  fo r  sea fo o d  
e c o n o m ic  activity .
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• Ineligible Projects: A p p lica tio n s  fo r in itia l s ta r t-u p  co s ts , o p e ra tio n s  a n d / o r  m a in te n a n c e  
o f  ex is tin g  o r  p ro p o s e d  in fra s tru c tu re  p ro je c ts , feasib ility  stud ies are  n o t  e lig ib le  u n d e r  th is  
P ro g ra m  a n d  w ill n o t  b e  co n sid e red .

A p p lic a n t’s  P r o p o sa l:  A n  a p p lic a n t’s p ro p o s a l m u s t p ro v id e  a de ta iled  a n d  a ll-inc lu sive
d iscussion  o f  th e  p ro je c t an d  sh o u ld  in c lude  b u t  is n o t  lim ited  to:

•  D e ta ile d  a n d  co n c ise  d iscu ss io n  o f  ever}’ a s p e c t o f  th e  p ro jec t. T h is in c lu d e s  d e ta iled  
m ile s to n es , c o m p le tio n  d a te  o f  each  m ile s to n e , specific  activ ities fo r c o m p le tio n  o f  ea c h  
m ile s to n e , a n d  c o m p le tio n  o f  en tire  p ro jec t.

•  D isc u ss io n  o f  h o w  th e  p ro je c t m ee ts  “D C E D ’s E x p e c ta tio n s ”  item s (1) th ro u g h  (4) a n d  th e  
specific  ca teg o ry  ex p e c ta tio n s  (i.e. F reez in g  a n d  C hilling , T ra n sp o rta tio n  a n d  D is tr ib u tio n , 
etc.).

•  D e ta ile d  sy s tem  d esign ; en g in ee rin g  designs; te ch n ica l spec ifica tions; an d  m a p s  i f  ap p licab le .

•  D e ta ile d  in fo rm a tio n  o n  lo ca tio n s , c o n s tru c tio n , e x p an sio n s , m o d ifica tio n s  to  n ew  a n d / o r  
ex isting  s tru c tu re s , facilities, e q u ip m en t, etc ..

•  D e ta iled  in fo rm a tio n  o n  in itial c o n s tru c tio n  a n d  in sta lla tio n  an d  co n tin u in g  m a in te n a n c e .

•  D e ta ile d  d isc u ss io n  o n  en v iro n m en ta l a n d  in d u s try  im p ac ts , special re q u ire m e n ts , p e rm its , 
c e rtifica tio n s , a n d / o r  o th e r  p e r t  le n t  n ecessary  ap p ro v a ls .

•  D e ta ile d  d iscu ss io n  o f  th e  p ro je c t’s feasibility. In c lu d e  all po ten tia l o b s tac les  in  th e  c u r re n t  
b u s in ess  e n v iro n m e n t d ra t m ay h in d e r o r  h a lt th e  success o f  the  p ro jec t; ideas o r  a reas  o f  
change th a t w o u ld  im p ro v e  d ie  viability o f  th e  p ro je c t; a n d  any  o th e r  u n iq u e  c h a ra c te r is tic s  
and  a ssu m p tio n s  d ia t  m ay  a ffec t d ie  p ro jec t.

Evaluation o f Applicant’s Proposal: T h is  se c tio n  o f  an  a p p lican t’s p ro p o s a l  (g ra n t 
app lica tion ) w ill b e  ev a lu a ted  b ased  o n  D C E D ’s e x p e c ta tio n  an d  the a p p lic a n t’s p ro p o sa l as 
d iscussed  a b o v e  a n d  m ay  receive u p  to  a m a x im u m  o f  20 p o in ts  by  each  m e m b e r  o f  th e  
E v a lu a tio n  C o m m itte e  d u rin g  the  evaluation  p ro cess .

E . E l ig ib l e  P r o je c t s  D u r a t io n  a n d  A m o u n t  (B u d g e t )

DCED ’s Expectation: P ro jec ts  m ay ran g e  in d u ra tio n  fro m  o n e  to  th re e  years. F o r  
co m m u n ity  o r  n o n -p ro f i t  ap p lican ts , D C E D ’s fu n d in g  w ill n o t  exceed  75 p e rc e n t  o f  the  
p ro je c t’s e n tire  c o s t. T h o se  a p p lic a n t’s m u s t  p ro v id e  a t least 25 p e rc e n t o f  d ie  fu n d in g . 
Inability  to  s u p p o r t  d ie  2 5 %  m a tc h  re q u ire m e n t w ill b e  reaso n  fo r  im m ed ia te  e lim in a tio n  fro m  
the  a p p lica tio n  p ro c e ss . F o r  sm all busin ess  a p p lic a n ts , D C E D  fun d in g  w ill n o t  ex ceed  50 
p e rc e n t o f  d ie  p ro je c t’s e n tire  cost. T h o se  a p p lic a n t’s m u s t p ro v id e  a t least 50 p e rc e n t  o f  th e  
funding . In ab ility  to  s u p p o r t  th e  50%  m a tc h  re q u ire m e n t will b e  re a so n  fo r  im m e d ia te  
e lim in a tio n  f ro m  d ie  ap p lic a tio n  p rocess.

T h is is a c o s t  re im b u rsa b le  g ra n t p ro g ram . T h e  a p p lic a n t w ill be  requ ired  to  e x p e n d  fu n d s a n d  
th en  seek re im b u rs e m e n t fro m  D C E D . I f  an  a p p lic a n t req u ires  an  initial a d v an ce , d ie  a p p lic a n t 
m u st d ec la re  it.
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A p p l ic a n t ’s  P ro p o s a l :  A n  a p p lic a n t’s p ro p o sa l m u s t p ro v id e  a d e ta ile d  an d  c o m p re h e n s iv e  
b u d g e t th a t  clearly id en tifie s  th e  e n tire  c o s t o f  the  p ro je c t, w ith  in d e p e n d e n t e s tim a te s  as 
available. D isc u ss io n  sh o u ld  in c lu d e , b u t  by  n o  m eans b e  lim ited  to  th e  fo llow ing  item s:

•  Id en tify  an d  p ro je c t in  d e ta il an y  a n d  all p o ten tia l direct ex p e n se s . E x a m p le s  in c lu d e , b u t  are  
lim ited  to , facility’ m o d if ic a tio n s , c o n s tru c tio n  co s ts , e q u ip m e n t p u rc h a se s , m a te ria ls , 
su p p lie s , fre igh t, tra n s p o r ta t io n , p ay ro ll an d  b en efits , a n d  etc.

•  Id e n tify  an d  p ro je c t in  d e ta il an y  a n d  all in d irec t ex p en ses  a n d / o r  in d ire c t ra te . A n  in d ire c t 
ra te  sh a ll n o t  exceed  19 p e rc e n t  o f  ac tual d irec t pay ro ll e x p e n se s , a n d  it m u s t  b e  c learly  
id en tified .

•  I f  th e  a p p lic a n t’s c o n tr ib u tio n  in c lu d es  an  “ in -k in d ” c o n tr ib u tio n  su c h  as th e  u se  o f  e x is tin g  
e q u ip m e n t, th e  m o n e ta ry -v a lu e  o f  the  “ in -k in d ” c o n tr ib u tio n  m u s t  b e  b ased  o n  in d u s try -  
s ta n d a rd s  a n d  d o c u m e n te d  in  th e  a p p lic a n t’s p ro p o sa l,

•  Id en tify  m a tc h  fu n d in g  e.g. re v e n u e  p ro v id e d  by an y  o th e r  so u rc e . M a tch  fu n d in g  m ay  b e  
o b ta in e d  th ro u g h  p r iv a te  a n d / o r  p u b lic  sources. M a tch es  g re a te r  th a n  th a t re q u ire d  u n d e r  
D C E D ’s E x p e c t a t i o n s  o f  th is  se c tio n  a re  en co u rag ed .

•  Id e n tify  d ie  e x p en ses  a n d  p e rc e n ta g e  th a t are to  b e  re im b u rse d  (fu n d e d ) by D C E D  a n d  th e  
e x p e n se s  th a t are  to  b e  p a id  (fu n d e d ) by  th e  ap p lican t o r  an y  o th e r  p a rtic ip an t.

•  Id e n tify  d ie  tim e fra m e  a n d  ex p en se  o f  e q u ip m e n t re p la c e m e n t a n d / o r  o th e r  
im p ro v e m e n ts . E q u ip m e n t  d e p re c ia tio n  an d  re p la c e m en t sc h e d u le s  m u s t  b e  b a se d  o n  
c u rre r  t  in d u stry  ra te s  a n d  s ta n d a rd s .

•  Id e n tity  th e  a m o u n t a n d / o r  p e rc e n ta g e  o f  the  a m o u n t a n tic ip a te d  as an  in itia l a d v a n c e  
f ro m  D C E D ; freq u en cy  o f  p ro v id in g  an d  exam ple  o f  sum m ary ' financia l re p o r ts  o n  d ie  
e n tire  p ro je c t; f req u en cy  o f  p ro v id in g  an d  exam ple  o f  d e ta ile d  in fo rm a tio n  o n  e x p en ses  
a n d  re v e n u e  o n  th e  e n tire  p ro je c t.

E v a lu a t io n  o f  A p p l i c a n t ’s P r o p o s a l :  T h is  sec tio n  o f  an  a p p lic a n t’s p ro p o s a l  (g ran t 
ap p lica tio n ) w ill be  e v a lu a ted  b a se d  o n  D C E D ’s ex p ec ta tio n  a n d  th e  a p p lic a n t’s p ro p o s a l as 
d iscu ssed  a b o v e  an d  m ay  rece iv e  u p  to  a m ax im u m  o f  2 0  p o in ts  by  each  m e m b e r  o f  the  
E v a lu a tio n  C o m m itte e  d u rin g  th e  e v a lu a tio n  p rocess

F . E l ig ib l e  P r o je c t s  L o n g -t e r m  V a l u e

D C E D ’s E x p e c ta t io n :  T h is  p ro g ra m  is in ten d ed  to  a ss is t c o m m u n itie s  a n d  sm all b u s in esse s  
im p ac ted  bv  th e  d o w n tu rn  in  th e  sa lm o n  in d u stry  by  a ss is tin g  w ith  fish e rie s-re la tcd  
in fra s tru c t o r  e c o n o m ic  d e v e lo p m e n t p ro jec ts  th a t h av e  th e  p o te n tia l  to  lo w er co s ts , in crease  
p ro d u c t  quality , in c rease  p ro d u c t  va lu e  a n d /o r  increase  e ff ic ien c ies  fo r  s e a fo o d  e c o n o m ic  
activity . S ince  D C E D  be lieves th a t  dtis P ro g ram  is a critica l s te p  to w ard s  rev ita liz in g  the  
sa lm o n  in d u s try , the  lo n g -te rm  su s ta in ab ility  a n d  value o f  th e  p ro je c ts  is a lso  p e r tin e n t.

A p p l ic a n t ’s  P ro p o s a l :  A n  a p p lic a n t’s p ro p o sa l m u st d e sc rib e  th e  lo n g - te rm  susta in ab ility  a n d  
ex p e c te d  re tu rn  d ie  p ro je c t w ill g e n e ra te  by p ro v id in g  a d e ta iled  d isc u ss io n  on :
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•  H o w  tn is  p ro jec t, sh o r t- te rm  a n d  lo n g - te rm  will increase : d ie  o vera ll va lu e  o f  th e  sa lm o n  in 
d ie  c o n su m e r  o r  fo o d  serv ice  m a rk e t; p ro fitab ility  fo r the  h a rv es tin g  se c to r; p ro fitab ility  for 
th e  p ro c e ss in g  sec to r; value o f  e c o n o m ic  ac tiv ity  in  th e  id en tified  A laska c o m m u n itie s .

•  H o w  th is  p ro je c t w ill c rea te  g re a te r  p ro d u c t  diversity'.

•  H o w  th e  p ro je c t w ill b e c o m e  se lf-su s ta in in g  in  the  sh o rt- te rm  a n d  lo n g -te rm , a n d  th e  built- 
in  m e c h a n ism s  to  assure  a d e q u a te  re tu rn s  fo r  c o n tin u e d  o p e ra tio n  a n d  m a in te n a n c e .

•  T h e  o v era ll eco n o m ic  c o n tr ib u tio n  ex p e c te d  a n d  b u ilt-in  m e c h a n ism s  to  a ssu re  ad eq u a te  
re tu rn s

•  F o r  th o s e  p ro jec ts , su ch  as c o m m u n ity  co ld  s to rag e  facilities, th a t w ill b e  u tilized  by for- 
p ro f it  b u s in esse s , desc rib e  w h a t re la tio n sh ip  w ill b e  e stab lish ed  b e tw e e n  a p p lic a n t and  
p riv a te  s e c to r  en tities d e sc rib e  m e c h a n ism s , e id ie r  co n trac tu a l o r  o th e r , th a t a ssu re  p ro p e r  
m a in te n a n c e , in c reased  p ro d u c tiv ity  a n d  the  capability  fo r a d a p tin g  to  ch an g es  in  the 
m ark e tp lace .

Evaluation of Applicant’s Proposal: T h is  sec tio n  o f  an  a p p lic a n t’s p ro p o s a l  (grant 
ap p lica tio n ) wall be  ev a lu a ted  b a se d  o n  D C E D ’s ex p ec ta tio n  an d  th e  a p p lic a n t’s p ro p o sa l as 
d iscu ssed  a b o v e  an d  m ay rece ive  u p  to  a m ax im u m  o f  20 p o in ts  by ea c h  m e m b e r  o f  die 
E v a lu a tio n  C o m m itte e  d u rin g  th e  ev a lu a tio n  p ro cess

G. C o m p l ia n c e  t o  F e d e r a l  a n d  St a t e  R e q u ir e m e n t s

DCED ’s Expectation: D C E D  is rece iv in g  d ie  fund ing  fo r th is  F ish e rie s  E c o n o m ic  
D e v e lo p m e n t G ra n t P ro g ra m  fro m  th e  S ta te 's  D e p a r tm e n t o f  F ish  a n d  G a m e  a n d  th e  O ffice  o f  
the  G o v e rn o r  w h o m  are  rece iv in g  fu n d in g  fro m  the  U.S. US D e p a r tm e n t o f  C o m m erce , 
N a tio n a l O c e a n o g ra p h ic  an d  A tm o sp h e r ic  A d m in is tra ti n.

S ince fed e ra l m oney  is in v o lv ed , all en titie s  su b m ittin g  a p ro p o sa l fo r a g ra n t u n d e r  this 
P ro g ra m  m u s t  u n d e rs ta n d  th a t in  a d d itio n  to  s ta te  req u irem en ts , th e  fo llo w in g  federal 
re q u ire m e n ts  m ay also  apply . A n d , su ccessfu l ap p lican ts  m u s t co m p ly  w id i all s ta te  a n d  federal 
re q u ire m e n ts .

Possible requirements for community and non-profit applicants:
A s a g o v e rn m e n t en tity  rece iv in g  fed e ra l fund ing , th e  D C E D  an d  its su b -re c ip ie n t g ran tees 
(ap p lican t’s) w ill likely be  req u ired  to  c o m p ly  w ith :

•  S e c tio n  3016 .22  in c o rp o ra te s  th e  C o s t P rinc ip les d ic ta ted  by O M B  C ircu la r  A -87  o r  sim ilar 
d o c t m e n t..

•  S ec tio n  3016.37 requ ires D C E D  to  give n o tice  o f  all federal re q u ire m e n ts  to  its sub- 
rec ip ien ts .

•  A p p lic a n ts  in the  arrears  w id i th e  federa l g o v e rn m e n t fo r any m o n e y  o w ed  m ay n o t be  
elig ib le fo r g ran ts  u n d e r  th is P ro g ram .

•  S ta te  o f  A laska’s Single A u d it R e q u ire m e n t estab lish ed  u n d e r  A laska A d m in is tra tiv e  C o d e  2 
A A C  45 .010 .

Page 7 of 10



A&ufcii'Fisheries Economic Development Matching Grant Program ■ 2 H
Application Instructions ■ —-—

P o s s ib le  r e q u ir e m e n ts  for s m a ll  b u s in e s s  a p p lic a n ts :

A s a fo r -p ro f i t  en tity , rece iv in g  fed e ra l fu n d in g  th ro u g h  a sta te  g o v e rn m e n t, tn e  su ccessfu l
ap p lican ts  (su b -re c ip ie n ts )  w ill likely b e  re q u ire d  to  c o m p ly  w ith:

•  F e d e ra l T id e  7 , C h a p te r  X X X , P a r t  3015  e n a c te d  b y  D e p a r tm e n t o f  A g ricu ltu re , (U S D A ) 
fo r n o n -g o v e rn m e n t  e n tid e s  rece iv in g  fed e ra l fu n d in g .

•  S e c tio n  3015 .21  re q u ire s  th e  a p p lic a n t re ta in  all re c o rd  fo r  3 years.

•  S e c tio n  3 0 1 5 .2 4  a llow s th e  U S D A ja n d  th e  C o m p tro lle r  G en e ra l o f  th e  U n ite d  S ta tes , access 
to  a n y  b o o k s ,  d o c u m e n ts , p ap ers , o r  o th e r  re c o rd s  o f  th e  ap p lican t, w h ic h  a re  p e r t in e n t  to  
th e  g ra n t .

•  S e c tio n  3 0 1 5 .1 1 3  re q u ire s  chan g es in  sc o p e , o b jec tiv es , o r  key  p e o p le  h av e  p r io r  a p p ro v a l 
by  th e  U S D A .

•  S e c tio n s  3 0 1 5 .1 6 3  th ro u g h  .173 d iscu ss  key te rm s  reg a rd in g  p ro p e r ty  a n d  e q u ip m e n t 
a c q u ire d  u n d e r  th e  g ran t. W h e n  th e  p ro p e r ty  o r  e q u ip m e n t is n o  lo n g e r  n e e d e d  fo r  the  
a u th o r iz e d  p u rp o s e  o f  th e  g ran t, tra n s fe r  o r  d isp o sa l m ay  b e  re q u ire d  w ith  c o m p e n sa tio n  
m a d e  to  th e  fed e ra l g o v e rn m e n t.

•  S e c tio n  3 0 1 5 .1 9 4  in c o rp o ra te s  th e  C o s t  P rin c ip les  d ic ta ted  b y  federa l T id e  48 , C h a p te r  1, 
P a r t  3 1 .2  (a lso  re fe rre d  to  as 48 C F R  P a r t  31)

•  S e c tio n  3 0 1 5 .1 9 5  id en tifie s  th a t th e re  m ay  b e  d iffe re n t an d  c o n flic tin g  re q u ire m e n ts  
b e tw e e n  in itia l a n d  su b -re c ip ie n t g ran tee s .

A s an  e n tity , re c e iv in g  fu n d in g  th ro u g h  a S ta te  o f  A laska en tity , th e  su ccessfu l a p p lic a n ts  (su b ­
rec ip ien ts) m u s t  c o m p ly  w ith  the  S ta te ’s S ingle A u d it  R e q u ire m e n t e s ta b lish e d  u n d e r  A laska
A d m in is tra tiv e  C o d e  2  A A C  45.010.

H . E v a l u a t i o n  o f  A p p l i c a t i o n s  a n d  A w a r d  o f  G r a n t s

A s o f  th e  re le a se  o f  d tis A p p lica tio n  G u id e , d iis  P ro g ra m  is still evo lv ing  a n d  n o t  all a sp ec ts  o f  
this P r o g r a m ’s fu n d in g  h av e  b een  a u th o riz e d . T h e re fo re , D C E D  re ta in s  th e  r ig h t to  change 
this P ro g ra m  as n e e d  to  c o m p ly  w ith  fed e ra l a n d / o r  s ta te  re q u ire m e n ts  th a t h av e  n o t  y e t been  
id en tified .

T h e  v a r io u s  p ro c e sse s  fo r  th e  in itia l rev iew  o f  th e  g ra n t ap p lica tio n s , ev a lu a tio n  o f  d ie  
rem a in in g  g ra n r  a p p lica tio n s , an d  d ie  aw ard  o f  g ran ts  is an tic ip a ted  to  b e  sim ilar to  the 
fo llow ing:

•  P r io r  t o  e v a lu a tin g  th e  g ra n t a p p lica tio n s , D C E D  will p e rfo rm  an  in itia l rev iew  to  iden tify  
g ra n t a p p lic a tio n s  d ia t d o n ’t m e e t d ie  m in im u m  eligibility re q u irem en ts , are  in co m p le te , 
a n d / o r  h a v e  o th e r  p ro b le m s. D C E D  a t its so le  d isc re tio n  m ay c o n ta c t d ie  g ra n t ap p lican t 
fo r a d d it io n a l  in fo rm a tio n  a n d /o r  c la rifica tio n  o r  D C E D  m ay d ec la re  the  ap p lica tio n  as
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n o n -rc sp o n s iv e  a n d  re je c t it in  its en tire ty . I f  re je c te d , th e  g ra n t ap p lic a tio n  w ill be  
e lim ina ted  fro m  th e  ev a lu a tio n  p ro c e ss  an d  th e  a p p lic a n t w ill b e  n o tif ied  acco rd ing ly .

•  T h e  re m a in in g  g ra n t ap p lica tio n s w ill b e  fo rw a rd e d  to  an  e v a lu a tio n  c o m m itte e . E a c h  
m e m b e r  o f  th e  e v a lu a tio n  c o m m itte e  w ill in d e p e n d e n d y  ev a lu a te  each g ra n t ap p lica tio n  
based  o n  d ie  c rite ria , ev a lu a tio n  fac to rs , a n d  n u m e ric a l va lu es  id e n tif ie d  in th is A p p lica tio n
G u id e  a n d  su m m a riz e d  below :

Elig ib le A p p lic a n ts  20

E lig ib le  C o m m u n itie s  20
E lig ib le  P ro je c ts  — D e sc rip tio n  20
E lig ib le  P ro je c ts  — D u ra tio n  a n d  A m o u n t (B udget) 20

E lig ib le  P ro je c ts  — L o n g -te rm  V alue____________________________________________ 20

M ax im u m  P o ss ib le  P o in ts  100

•  H ie  E v a lu a tio n  C o m m itte e , a t its so le  d isc re tio n  m ay  d ec id e  i f  d iscu ssio n  w id t a p p lican ts , 
p re se n ta tio n s  by  a p p lic a n ts , a n d / o r  site  in sp e c tio n  a re  necessa ry . I f  held , m e m b e rs  i f  the  
E v a lu a tio n  C o m m itte e  m ay ch an g e  th e ir  in d iv id u a l sco re s  b ased  o n  th e  a d d itio n a l 
in fo rm a tio n .

•  T h e  in d iv id u a l E v a lu a tio n  C o m m itte e  m e m b e rs  w ill have  d ie  o p p o r tu n ity  to  m e e t as a 
C o m m itte e  to  d iscu ss  th e  g ran t ap p lica tio n s  b e fo re  a n d / o r  a f te r  th e ir  ind iv idual rev iew  u n d  
scoring . M e m b e rs  o f  th e  E v a lu a tio n  C o m m itte e  m ay  ch an g e  th e ir  ind iv idua l sco res  b ased  
on  d ic se  d iscu ss io n s .

•  W h en  th e  in d iv id u a l E v a lu a tio n  C o m m itte e  m e m b e rs  h av e  c o m p le te d  th e ir  sco ring , th e
to tal p o in ts  fo r  each  g ra n t ap p lica tio n  w ill b e  d e te rm in e d . T h o s e  ap p lican ts  receiv ing
“ su ffic ien t p o in ts ”  w ill d ien  b e  a ffo rd e d  th e  o p p o r tu n ity  o f  en te rin g  in to  a G ra n t  
A g re e m e n t w ith  D C E D .

•  “ S u ffic ien t p o in ts ”  w ill b e  d e te rm in e d  a t a la te r  d a te  a n d  w ill d e p e n d  o n  th e  n u m b e r  o f  
ap p lica tio n s  rece iv ed , th e  a m o u n ts  b e in g  re q u e s te d . A d d itio n a lly , since th is P ro g ra m  is 
in te n d e d  to  a ss is t c o m m u n itie s  th ro u g h o u t A la sk a ’s sa lm o n  fish in g  reg ions, D C E D  re ta in s  
the o p tio n  o f  e n su rin g  th e  fu n d in g  o f  p ro je c ts  fu n d in g  is su ffic ien d y  b a lan ced  a m o n g  th e  
reg io n s.

•  D C E D  will p ro v id e  each  ap p lican t w ith  a list re f le c tin g  all a p p lic a n ts  an d  d ie  sco re  o f  each.

•  U n su ccess fu l a p p lic a n ts  have  u p  to  10 w o rk in g  days fro m  d ie  d a te  o f  rece iv ing  no tice , to
p ro v id e  a w r itte n  a p p e a l to  D C E D . D C E D , a t its so le  d isc re tio n , m ay  c o n s id e r  d ie  ap p ea l
and  w ill n o tify  th e  a p p lic a n t accord ingly .

•  S uccessfu l a p p lic a n ts  w ill be a ffo rd e d  th e  o p p o r tu n ity  to  e n te r  in to  a M atch in g  G ra n t  
A g re e m e n t w ith  D C E D . T h e re  will b e  litd c  to  n e g o tia te  in  the M atch in g  G ra n t  
A g reem en ts  s in ce  th e  M atch in g  G ra n t  A g re e m e n ts  w ill basically  in c o rp o ra te  th e  a p p lic a n t’s 
ap p lica tio n . D C E D  reserv es  th e  r ig h t to  pa rtia lly  fu n d  an  ap p lica tio n .

I. Grant Application Submission and Tentative Schedule

A p p ro x im a te  D a te s  
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0 5 /1 2 /0 3 M atch in g  G ra n t  A p p lica tio n  G u id e  A v a ilab le

0 5 /2 9 /0 3 M atch in g  G ra n t  A p p lica tio n s  (P ro p o sa ls )  R ece iv ed

0 6 /1 2 /0 3 In itia l M atch in g  G ra n t  A p p lic a tio n s  R ev iew  an d  E v a lu a tio n

0 6 /1 3 /0 3 G ra n t  A p p lican ts  N o tif ie d

0 6 /3 0 /0 3 D ra f tin g  M a tch in g  G ra n t  A g re e m e n ts

T h o se  in te re s te d  in s u b m ittin g  an  ap p lica tio n  u n d e r  th is  P ro g ra m  as d iscu ssed  in  th is 
A p p lic a tio n  G u id e  m u s t d o  so  p r io r  to  4:30 p .m . M ay 29, 2003 .

T h e  b o d y  o f  th e  ap p lica tio n  is to  b e  p re se n te d  in  the  sam e fo rm a t  as th is  A p p lic a tio n  G u id e  i.e. 
E lig ib le  A p p lic a n t, E lig ib le  C o m m u n ity , E lig ib le  P ro je c t D e s c r ip t io n , e tc . an d  is to  c o n s is t o f  
n o  m o re  th a n  e igh t (8) pages. A tta c h m e n ts  to  the  b o d y , s u c h  as re su m e s , de ta iled  d esig n s, 
e s tim a tes  f ro m  o th e rs , re so lu tio n s , e tc  are  in  ad d itio n  to  th e  e ig h t-p a g e  lim it an d  are to  be  
clearly id en tified .

F ive h a rd  c o p ie s  o f  d ie  e n tire  ap p lic a tio n  (b o d y  a n d  a tta c h m e n ts )  a re  to  b e  d e liv e red  to  D C E D  
a t th e  b e lo w  ad d ress  by  4 :30 p .m . M ay 29, 2003.

D e b b ie  M cB ride
A lask a  D e p t, o f  C o m m u n ity  an d  E c o n o m ic  D e v e lo p m e n t 
D iv is io n  o f  C o m m u n ity  a n d  B usiness D e v e lo p m e n t 
P .O . B o x  110804 
J u n e a u , A K  9981 1 -0 8 0 4

D eliv e ry -se rv ice  (F ed E x , U P S ) ap p lica tio n  packages sh o u ld  b e  a d d re sse d  to :

D e b b ie  M cB ride
A lask a  D e p t, o f  C o m m u n ity  an d  E c o n o m ic  D e v e lo p m e n t 
D iv is io n  o f  C o m m u n ity  a n d  B usiness D e v e lo p m e n t 
333  W illoughby  A v e n u e , 9 'h F lo o r  
J u n e a u , A K  99811

Failu re  to  m e e t  the  dead lin e  w ill re su lt in d isqualifica tion  o f  th e  ap p lic a tio n  a n d  it will n o t  be 
rev iew ed . F a x e d , em ailed , a n d / o r  o r  e lec tro n ic  v e rs io n s  o f  a g ra n t  ap p lic a tio n  is n o t  accep tab le .

Q u e s tio n s . C o n ta c t D e b b ie  M cB rid e  a t d ie  D e p t, o f  C o m m u n ity  &  E c o n o m ic  D e v e lo p m e n t in  
Ju n e a u , (907) 465-2023 o r  d '’b b ic _ m c b rid c @ d c c d .s ta te .a k .u s .
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R e v i ta l iz a t io n  P r o je c t s ,  E c o n o m ic  

O r g a n iz a t io n

A lask a  F is h e rm e n ’s  F io d u c ts  LLC

D e v e lo p m e n t /H a r b o r  & T r a n s p o r t a t i o n

C o n ta c t  P h o n e  

B o b  T h o rs te n s o n

F a x A d d r e s s C ity P r o |e c t
S a lm o n  In a  P o u c h  F acilily  In 
K e tc h ik a n  W a rd s  C o v o  P lan t

F u n d s
R e q u e s t e d -

h lg h

$ 5 ,0 0 0 ,0 0 0

F u n d s
R e q u e s t e d -
lo w

K otch ikan  G a te w a y  B o rough D ick A d a m s (907 ) 225 -6 6 5 1
d ic k .a d a m s  0  b o r o u g h .k e lc  
h ik a n .a k .u s $ 1 ,5 0 0 ,0 0 0

A lask a  In te rtriba l C ouncil R o la n d  S h a n k (907 ) 5 6 3 -9 3 3 4

P o r ta b le  In cu b a tio n , E g g  P lan tin g  
a n d  R iv e r F ertiliz a tion  T e c h n o lo g y  
Im p ro v e m e n t $ 1 ,3 0 0 ,0 0 0 $ 2 0 0 ,0 0 0

A la sk a  O c e a n  P ro d u c ts J e l l  K nau l (907) 3 5 0 -1 1 6 8 8 1 5 T a g u r a K odiak , A K  9 9 6 1 5
S u s p e n s io n  F reo z in g  T e c h n o lo g y  
Im p lem e n ta tio n

A lask a  S e a lo o d  C o n n e c tio n G lo n  L e a s o n (800) 8 6 7 -7 3 9 0 (7 6 0 )  7 7 1 -0 9 8 8 S w o rd lis h o r  0  y a h o o .c o m
P r o c o s s in g  F acility  in 
K ak o /A d v o rts in g $ 3 0 0 ,0 0 0 $ 1 5 0 ,0 0 0

A lask a  S h e lllish  G ro w e r 's  
A sso c ia tio n R o d g e r  P a ln lo r R o d g o rp a ln te r 0 h o lm a il .c o m A q u a tic  F a rm in g  In fra s tru c tu re $ 7 5 0 ,0 0 0
A lask a  S h o lll ish  G ro w o i’s  
A sso c ia tio n R o d g o r P a in te r R o d g o rp a in te r 0 h o lm a ll .c o m D o v o lop lng  S p e c io s  R&D $ 1 2 0 ,0 0 0
A lask a  S h o lll ish  G ro w e r 's  
A sso c ia tio n R o d g e r  P a in te r R o d g o rp a ln lo r0 h o tm a il .c o m M aricu ltu ro  D e v e lo p m e n t P lan n in g $ 5 0 ,0 0 0
A lask a  S h o lll ish  G ro w e r 's  
A sso c ia tio n R o d g o r P a in te r R o d g e rp a in to r  0  h o tm a il.co m

S la to w id o  S h o lll ish  A q u a c u ltu re  
D e v e lo p m e n t P la n $ 8 0 ,0 0 0

A leu tian s  E a s t  B o ro u g h

R o b e rt
Ju c tln o r /K a ro n
M ontoya ( 9 0 7 )2 7 4 -7 5 5 5 (9 0 7 ) 2 7 6 -  7 5 6 9 3 3 8 0  C  S tr e e t .  S to  2 0 5 A n c h o ra g o , AK 9 9 5 0 3

A leu tia  M aiko ting  P ro je c t: S a n d  
P o in t P ro c e s s in g  In lra s tru c lu ro , 
M ark o tin g  a n d  E x p a n s io n  to  King 
C o v e  a n d  N o lso n  L a g o o n $ 5 8 3 ,5 0 0

A leu tian s  E a s t  B o ro u g h R o b o rt J u o lln o r (907) 2 7 4 -7 5 5 5 C o ld  B a y  A irport F ish  H u b  Facility $ 7 5 0 ,0 0 0

A rm stro n g  K e ta /A la s k a  C a tc h B art W a ts o n (907) 5 8 6 -3 4 4 3

P in -B o n e  O u t Fillet P ilot P ro jo c t a t 
P o r t  A rm s tro n g  H a tc h e ry $ 5 9 0 ,0 0 0

A n ro tto  Is la n d  P a c k in g  C o. J o h n  T . S e s s io n s (206) 5 8 7 -4 0 4 0 T u n n o l F re e z e r

A n n o tto  Is la n d  P a c k in g  Co. J o h n  T . S e s s io n s (2 06 ) 5 8 7 -4 0 4 0 F ish  M eal E q u ip m e n t

B erin g  S o a  F is h e rm e n 's  A sso c ia tio n  H en ry  M itchell (907) 2 7 9 -6 5 1 9 (9 0 7 )2 5 8 -6 6 6 8 7 2 5  C h r is te n s e n  D rive , 3 A n c h o ra g e , AK 99501 K o tz e b u e  C h u m  S a lm o n  P ro jec t $ 4 3 4 ,0 0 0

B u y N P a ck  S o a lo o d s D a v e  b o w o n B u y n p a c k  0  h o o n a h .n e t B ro k e r/B o x o r/S h lp p e r  F acilily $ 1 ,2 0 0 ,0 0 0

C hignik  S o a lo o d  P -o d u c o rs  A lllanco

C h ign ik  Live H au l a n d  H and ling  
P ro jo c t $ 1 9 0 ,0 0 0

Chilkool F is h  C o m p a n y R h o n d a  B lough (907) 2 8 3 -3 6 4 9

P r o c e s s in g  E q u ip m e n t to  S o rv ic e  
M ore  F is h e rm e n $ 2 1 0 ,0 0 0

City o l C o llm a n  C o v e E la ino  P r ic e (907) 3 2 9 -2 2 3 3

P ro c o s s in g  E q u ip m e n t to r  L ocal 
G illno tle r’s  Facility $ 1 2 5 ,0 0 0

City o l C o rd o v a A irport C o o lo r $ 2 0 0 ,0 0 0

City o l C o rd o v a B o a t H au l-O u t F acility $ 7 0 0 ,0 0 0

C ity o l C ra ig
D o n n is  W a ts o n , 
M ayor (907) 2 0 9 -1 2 9 9 C o ld  S to r a g e  Facility $ 4 3 0 ,0 0 0

T o m  B rig g s (907) 8 2 6 -3 2 7 5
City ol D illingham D illingham  All T id e s  D ock $ 2 ,5 0 0 ,0 0 0

C ity o l H a in e s R o b o rt V e n a b le s (907 ) 766 -2 2 3 1 4 0 1  o n /D a y  F la k o  Ice  M a k e r $ 1 6 0 ,0 0 0

City o l King C o v e C o m m u n ity  T a n k  F a rm $ 1 0 0 ,0 0 0

City o l King C o v e S p it L a n d  D e v e lo p m e n t $ 1 7 5 ,0 0 0

C ity o l K ing C o v e

P o w e r  & L ighting  lo r  N ow  B o a t 
H a rb o r $ 2 0 0 ,0 0 0

C ity o l K o tch ik an
D ob W o in sie in , 
M ayor 3 3 4  F ro n t S tre o t K o tch ik an , AK 99901 R og io n n l C o m m u n ity  C o ld  S to r a g e $ 5 ,0 0 0 ,0 0 0



City o l K odiak
L inda F re e d , C ity  
M a n a g e r (9 0 7 ) 4 8 6 -8 6 4 0 (9 0 7 ) 4 8 6 -8 6 0 0 7 1 0  Mill B ay  R o a d K od iak , AK 9 9 6 1 5 H a rb o rm a s te r ’s  D ock  R e p la c e m e n t $ 1 ,0 0 0 ,0 0 0

City of K odiak
L inda F re e d , C ily  
M a n a g e r (9 07 ) 4 8 6 -8 6 4 0 (9 0 7 ) 4 8 6 -8 6 0 0 7 1 0  Mill B ay  R o a d K odiak , AK 9 9 6 1 5 O s c a r 's  D o ck  R e p la c e m e n t $ 1 ,5 0 0 ,0 0 0

Cily o l K odiak
L inda F re e d , C ity  
M a n a g e r (9 0 7 ) 4 8 6 -8 6 4 0 (9 0 7 )  4 8 6 -8 6 0 0 7 1 0  Mill B ay  R o a d K odiak . AK 9 9 6 1 5

S I. H e rm a n 's  H a rb o r  Inno r H a rb o r  
R e p la c e m e n t $ 5 0 0 ,0 0 0

G ly  o l P e lican D ull M itchell (907 ) 7 3 5 -2 2 0 4

V e s s e l  P u r c h a s e  lo r P r o c e s s e d  
S a lm o n  T ra n s p o r t  to  J u n o a u  a n d  
G u s t ra v u s $ 1 5 1 ,5 0 0

C ily o l P e te r s b u rg A irport C o o lo r $ 2 0 0 ,0 0 0

C ily o l P e te r s b u rg

C o m m u n ity  C o ld  S to ra g o  P h a s e  
O n e  (s ilo  s e le c tio n , ac q u is itio n , 
d o s ig n ) $ 5 0 0 ,0 0 0

City & B o ro u g h  o l S ilk a A irport C o o le r $ 2 0 0 ,0 0 0

C ity 8  B o ro u g h  o l S itk a
H u g h  B o v an , 
D irec to r

*
S aw m ill C o v e  Ind u stria l S ite  D o ck $ 4 8 0 ,0 0 0

C ily o l S k a g w a y R o b e rt W a rd , M ayor (907 ) 9 8 3 -2 2 9 7 (9 0 7 ) 9 83 -2151 P .O . B o x  4 1 5 S k a g w a y , AK 9 9 8 4 0 C h in o o k  H a tc h e ry

Cily ol S k a g w a y R o b o rt W a rd , M ay o r (9 07 ) 9 8 3 -2 2 9 7 ( 9 0 7 )9 8 3 -2 1 5 1 P .O . B ox  4 1 5 S k a g w a y , AK 9 9 8 4 0 H a rb o r  F is h  T ra n s lo r  F acility

C ity o l V a ldez
D a v e  D ongel, C ity  
M a n a g e r (9 0 7 ) 8 3 5 -4 3 1 3 (9 0 7 ) 8 3 5 -2 9 9 2 D d e n g o l0 c l .v a ld o z .a k .u s F is h  M eal P la n t $ 9 5 0 ,0 0 0
B o b  P ru n e lla (9 07 ) 8 7 4 -2 3 8 1

City o l W ran g e ll T e rry  O ln e s s
(9 0 7 ) 7 8 9 -1 9 9 2 / 
(9 0 7 ) 6 3 5 -6 0 9 2  (c) te r r y 0 m a c .c o m

E c o n o m ic  Im p a c t S tu d y  for 
B rad lie ld  C a n a l  R o a d  to  C a n a d a $ 1 0 0 ,0 0 0

City ol W ra n g e ll/W ran g e ll S o a lo o d s G ig  D o ck e r (9 0 7 ) 8 7 4 -3 1 1 0 P .O . B o x 2 1 3 8 W ran g e ll, AK 9 9 9 2 9

F la s h  F r e e z e r  U n it/V a luo -A dded  

C e n te r $ 1 ,2 4 0 ,0 0 0

City ol W ran g e ll B o b  P ru n e lla (9 0 7 ) 8 7 4 -2 3 8 1
W a to r  S to r a g e  C a p a c ity  
Im p ro v e m e n t $ 8 3 ,0 1 0

C ily 8  B o ro u g h  o l Y ak u ta t L arry  P ow ell (907 ) 7 8 4 -3 3 5 5
V a lu o -A d d o d  P ro c o s s in g  
E q u ip m e n t $ 2 7 8 ,2 0 0

D ep a rtm en t o l T ra n sp o r ta tio n C h ig n ik  F e rry  D ock  U p g ra d e $ 2 5 0 ,0 0 0
C ook  Inlet S a lm o n  B ran d , Inc. + 
C ook  Inlot A q u a c u ltu re  A sso c ia tio n M ark  P ow ell (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 ) 2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o tn a , AK 9 9 6 6 9

P o r t G ra h a m  H a lc h e ry  C ap ita l 
Im p ro v e m e n ts $ 6 2 5 ,0 0 0

C ook  Inlot S a in to n  B ran d , Inc. + 
C ook  Inlot A q u a c u ltu re  A sso c ia tio n M ark  P ow e ll (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o tn a , AK 9 9 6 6 9

Fillet a n d  P in  B o n o  R em o v a l 
M a c h in o s $ 3 0 0 ,0 0 0

C ook  Inlot S a lm o n  B ran d , Inc.
C ook  Inlet A q u a c u ltu re  A sso c ia tio n M ark  P ow ell (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 ) 2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o tn a , AK 9 9 6 6 9

F is h  P r o c o s s in g  E qu ip m o n l lo r 
A c c e s s  to  N ew  M ark e ts $ 2 5 0 ,0 0 0

C ook Inlot S a lm o n  B ran d , Inc. + 
C ook  Inlot A q u a c u ltu re  A sso c ia tio n M ark  P ow ell (9 0 7 )  2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o tn a , AK 9 9 6 6 9 C o ld  S to r a g o  a n d  C hilling Facility $ 1 ,7 0 0 ,0 0 0

C ook  Inlot S a lm o n  B ran d , Inc. + 
C ook  Inlot A q u acu ltu ro  A sso c ia tio n M ark P ow ell (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o ln a . AK 9 9 6 6 9

M is c e l la n e o u s  F ish  P r o c o s s in g  
E q u ip m e n t lo  Im p ro v e  Q uality  a n d  
P ro v id o  A c c e s s  lo  N ow  M a rk o ts $ 3 7 5 ,0 0 0

C ook  Inlet S a lm o n  B ran d , Inc. t- 
C ook  Inlet A q u a c u ltu re  A sso c ia tio n M ark P ow ell (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R e a d S o ld o tn a , AK 9 9 6 6 9

M is c e l la n e o u s  F ish  P ro c o s s in g  
E q u ip m e n t to  Im p ro v e  Q u a lity  a n d  
P ro v id o  A c c e s s  to  N ow  M a rk e ts $ 9 7 5 ,0 0 0

C ook  Inlel S a lm o n  B ra n d , Inc. + 
C ook  Inlet A q u a c u ltu re  A sso c ia tio n M ark  P ow ell (9 0 7 ) 2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sky  B e a c h  
R o a d S o ld o ln a , AK 9 9 6 6 9 S m a ll S t r e a m  H ab ita t Im p ro v e m e n t $ 5 0 0 ,0 0 0

C o o k  Inlel S a lm o n  B ran d , Inc. + 
C ook  Inlet A q u a c u ltu re  A sso c ia tio n M ark  P ow ell (907 ) 2 6 2 -6 3 5 5 (9 0 7 ) 2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sky  B e a c h  
R o a d S o ld o ln a , AK 9 9 6 6 9

P a in t R iv e r  E n h a n c e m e n t  a n d  
R o m o te  R e s e a r c h  Facilily $ 9 2 5 ,0 0 0

C ook  Inlet S a lm o n  B ran d , Inc. + 
C ook  Inlet A q u a c u ltu re  A sso c ia tio n M ark  P ow oll (907 ) 2 6 2 -6 3 5 5 (9 0 7 )  2 6 2 -6 7 6 2

4 3 3 3 5  K alilo rn sk y  B e a c h  
R o a d S o ld o ln a , AK 9 9 6 6 9

E k lu tn a /P o r t G ra h a m /T u lk a  
S o c k o y o  E n h a n c e m e n t  P ro jo c t $ 2 ,0 0 0 ,0 0 0

D IPAC w /G lac io r B ay  F e e d D av id  W ilso n ( 9 0 7 )3 6 4 -1 5 1 1
P re m iu m  P o t  F o o d  Irom  L a lo  R u n  
S a lm o n  a n d  H a lc h o ry  W a s lo $ 1 7 2 ,4 0 0



J u .ie a u  E c o n o m ic  D o vo lopm on l 
Council l a n c e  Miller (9 07 ) 4 6 3 -3 6 6 2 B y -P ro d u c t D o v o lo p m en l
Ellm C ovo  C o m m u n ity  A ss o c ia . , n In c in o ro lo r $ 5 0 0 ,0 0 0
K a:tag  F is t .o rm o n 's  A sso c ia tio n R ic h a rd  B u rn h a m K altag , AK 9 9 7 4 8 F is h  P ro c o s s in g  P la n tr tc e

D oug  S w e a t (9 0 7 ) 5 3 4 -2 3 0 9 P .O . B ox  125 K altag , AK 9 9 7 4 8 M a c h in e s
K acb em ak  R e s e a rc h  D o v o lo p m en l, 
Inc.

L arry  Riloy, V ice 
P re s id e n t (907 ) 2 2 6 -2 4 0 0 (907) 2 2 6 -2 4 0 2 P .O . B ox  1 5 4 2 2 F ritz  C ro o k , AK 9 9 6 0 3

S a lm o n  S tro a m  O b s tru c tio n  a n d  
R eh a b ili ta tio n  A n a ly s is $ 3 ,0 0 0 ,0 0 0

M ark B uck ley S m a r t T a g  P ro jo c t

M endenhall V olley P a r tn e rsh ip C hery l V an  D yke (907 ) 5 8 6 -6 8 5 3

D rall E n g in e e r in g  P la n s  to  Fix 
E ro d in g  A c c o s s  R o a d  In J u n e a u  
(s u llo c a tin g  c o h o  e g g s ) $ 2 5 ,0 0 0

N orthern  S o u th e a s t  R eg io n a l 
A qu acu ltu re  A sso c ia tio n

S o u lh o a s t  A la sk a  L ivo-H aul 
D e m o n s tra tio n  P ro jec t $ 1 0 0 ,0 0 0

P rin ce  ol W a lo s  H a tc h e ry J o h n  B ru n s (9 0 7 )7 5 5 -2 2 3 1 B u n k h o u s e  lo r In te rn s $ 4 0 ,0 0 0

P n n c e  o l W a le s  H a tc h o ry J o h n  B ru n s (9 0 7 ) 755 -2 2 3 1

E x p a n d  W a te r  L inos lo  G o n e ra to  
P o w e r  a n d  R o d u c o  E lo c lric  Bills $ 5 7 ,4 0 0

Q u e lc k c a k  S h o lll ish  H a tc h e ry
R e p re s e n ta t iv e  P a u l 
S e a to n (9 0 7 ) 4 6 5 -2 6 8 9 (907 ) 4 6 5 -3 4 7 2 S ta to  C ap ito l Building J u n e a u ,  AK 99 8 0 1

F u n d in g  lo r  Q u e lo k c a k  S h o lll ish  
H a tc h e ry

R a v e n  E n v iro n m en ta l + A la sk a  
S e a fo o d  C o m p a n y P a u l R u sa n o w sk i (907 ) 5 8 6 - 2 4 5 9

D e v e lo p  E n z y m e  P r o c e s s  to  T u rn  
S o c k o y o  R o e  in to  C a v ia r $ 6 6 ,0 0 0

R ay  W a d sw o rth
R ay  W a d sw o rth R ay @ p in b o n o o u l.c o m C hign ik  P in  B o n o  O u t Fillot P ro jo c t

S h e ld o n  J a c k s o n  C o lleg e  H a tc h o ry D avid  H arring ton (9 0 7 ) 7 4 7 -5 2 2 2

P la n s  to  U tilize S u rp lu s  C a r c a s s e s  
a n d  C re a te  N ow  M ark e ts $ 4 5 ,0 0 0

S h e ld o n  J a c k s o n  C o lleg e  H a tc h e ry Lon L am b ert (9 07 ) 7 4 7 -5 2 2 2

W ot L ab  U p g ra d o  w /N ow  D isp lay s  
a n d  B e l te r  T o u r  G ro u p  A c c o s s $ 2 4 6 ,2 0 0

S o u lh c a s t C o n lo ro n c o
M oilani C la rk  
S c h ijv e n s (9 07 ) 4 6 3 -3 4 4 5  X27

P la n n in g  S tu d y  lo r  R o g io n a l C o ld  
S lo r a g o  C o n so lid n lio n  F acility $ 7 5 ,0 0 0

V aldez  F ish o rio s  D e v e lo p m e n t 
A sso c ia tio n

F is h o rio s  B u s in e s s  In c u b a to r  
In v e s tm e n t P h a s e  II: V a lu e -A d d e d  
P r o c o s s in g  E q u ip m en t/C o ld  
S lo ra g o  R e s e a r c h  a n d  D e s ig n $ 6 1 2 ,0 0 0

W a rd s  C o v o  P a c k in g  + R o d  C a v ia r  
P a r tn e rsh ip D avid  F o rb u sh (2 06 ) 3 2 3 -3 2 0 0

Fi izym o In s ta lla tio n  to  T u rn  P ink  
R o e  (rom  S u llk o  to  C a v ia r $ 1 ,7 5 0 ,0 0 0  $ 1 ,0 5 0 ,0 0 0

W range ll S e a f o o d s G ig  D o ck e r ( 9 0 7 )8 7 4 - 3 1 1 0

H igh V o lum o  C o n v o y in g  T u n n o l 
F r e e z e r $ 7 2 6 ,5 0 0

W range ll S e a lo o d s S h e rr i C u m m in s (9 0 7 ) 8 7 4 -3 3 3 4 6 (9 07 ) 8 7 4 -3 0 3 5 641 W ran g e ll, AK 9 9 9 2 9
L o w -co s t H o u s in g  lo r P la n t 
E m p lo y e e s

A 'e u tian s  E a s t  B o ro u g h S h a ro n  B oyo lto 9 0 7 ) 2 7 4 -7 5 5 5 (907) 2 7 6 - 7 5 6 9 3 3 8 0  C  S tre e t,  S lo  2 0 5 A n c h o ra g e , AK 9 9 5 0 3
K ing C o v o  Landllll a n d  R o a d  
D e s ig n $ 6 0 ,0 0 0

A leu tians E a s t  B o ro u g h S h a ro n  B o y e tte 9 0 7 )2 7 4 -7 5 5 5 (907 ) 27 6 - 7 5 6 9 3 3 8 0  C  S tre e t,  S to  2 0 5 A n c h o ra g o , AK 9 9 5 0 3

E n e rg y  C o s t  R e d u c tio n  G ra n t 
M a tc h $ 5 0 ,0 0 0

A leu tians E a s t  B o ro u g h S h a ro n  B oyo lto 9 0 7 ) 2 7 4 -7 5 5 5 (907 ) 2 7 6 - 7 5 6 9 3 3 8 0  C  S tro o l, S lo  2 0 5 A n c h o ra g o , AK 9 9 5 0 3
A le u tia n s  A viation  S y s lo m  PlarVAir 
S o rv ic o  E v a lu a tio n

Bristol B ay Ice  M a c h in e s $ 2 0 0 ,0 0 0

City o l C o rd o v a F is h  B y -P ro d u c t U tiliza tion $ 1 0 0 ,0 0 0

City ol G a le n a G a lo n a  B o a t R a m p $ 2 0 0 ,0 0 0

City ol O ld H arb o r
P e rc y  F isb y , C hief 
E x e c u tiv e  O llico r (9 0 7 ) 277-G 442 S n  ill B o a t H a rb o r  n o n o v a t io n

City o l S e w a rd H a rb o r  E x p a n s io n  C o m p le tio n $ 2 ,0 0 0 ,0 0 0

C ily o l S t. G o o rg o
M ax M ata v n n sk y , 
C ily  A dm in istra to r (9 0 7 ) 0 5 9 -2 2 6 3 (9 0 7 )8 5 9 -2 2 1 2 P .O . B ox  9 2 0 S t. G o o rg o , AK 99591 H a rb o r  S o u th  B ro a k w a lo r  R e p a ir $ 3 ,5 0 0 ,0 0 0

City ol W hitlior L c o tn n rd  J o n o s (9 0 7 ) 4 7 2 -2 3 2 3 S m all B o a t H a rb o r R o p a lr $ 3 5 0 ,0 0 0

mailto:Ray@pinbonooul.com


C ily o l W hiltiof________________________ L o o rn a rd  J o n e s  (9 0 7 ) 4 7 2 -2 3 2 3
S te v o  H enry , C ity

C ily  & B o ro u g h  o l Y ak u la l____________ M a n a g e r______________________________ C o m m u n ity  P ro c o s s in g  C o rp o ra lio n

Public Works Facilily_________ $3,000,000 $2,500,000

C o ld  B ay ____________________________________________________________________________________________________________________________________________________________ B o a l L au n ch ________________________________ $ 3 0 0 ,0 0 0
M a ls u  E lec tric  A sso c ia tio n P o w e r  In le rlie  lo  W e s t  C o o k  Inlel $ 3 ,0 0 0 ,0 0 0

N o rth w e s t A rctic  B o ro u g h
K o lzo b u o  R e g io n  S m a ll B ridgo 
R e p a ir $ 1 5 0 ,0 0 0

O ld  H arb o r Ice  P la n t a n d  S u p p o r t F acilities $ 2 ,5 0 0 ,0 0 0
N e ls o n  L a g o o n B o a t Lilt $ 5 0 0 ,0 0 0

N om o E c o n o m ic  D ivers ifica tion $ 1 ,3 5 0 ,0 0 0

P o rt G ra h a m P ro c e s s in g  P la n t $ 1 ,0 0 0 ,0 0 0

S h is h m a ro l E ro s io n  C on tro l $ 5 0 0 ,0 0 0

S k a g w a y L a n d  D ev e lo p m e n t $ 5 0 0 ,0 0 0

SI. P a u l H a rb o r  D red g in g  a n d  E x p a n s io n $ 1 ,0 0 0 ,0 0 0

W ran g e ll E c o n o m ic  D e v e lo p m e n t $ 5 0 0 ,0 0 0

Y ukon  R ivor D ra in a g e  A sso c ia tio n Jill Kloin 2 7 2 -3 1 3 0
R o u n d  G o ld  LLC S a n d r o  L an o , C E O  (9 0 7 ) 4 6 3 -5 8 6 3 S a n d i  o  ©  ro u n d g o ld .c o m H yd ro ly sa to  B a rg e

S a n d  P o in t H a rb o r  S h o ro s ld o  In fra s tru c tu re $ 3 8 0 ,0 0 0

S o w a rd  P e n in s u la  S  S W  AK A irbo rne  G e o p h y s ic a l S u rv e y s $ 1 ,0 0 0 ,0 0 0

■ Joulians E a s t  B o ro u g h S h a ro n  B oyo lto  9 0 7 )  2 7 4 -7 5 5 5 (9 0 7 ) 2 7 6 -  7 5 6 9 3 3 8 0  C  S Iro e t. S te  2 0 5  A n c h o ra g o . AK 9 9 5 0 3

K ing C o v o  Landfill a n d  R o a d  
D o slg n $ 6 0 ,0 0 0

A la s k a  Q u o o n  E y a k /F is h o rm e n 's  
M ark e t

J o d y  Lozori, 
P re s id e n t P ro c e s s in g  E q u ip m e n t/U p g ra d e s $ 1 4 9 ,0 0 0

A dak L a m ar C o tlo n  3 4 5 -9 9 5 2 llco tte n @ g c i.n e t H a rb o r  D e v e lo p m e n t

K odiak  C h a m b o i o l C o m m e rc e
W a y n o  S lo v e n s ,  
E x e c . D irec to r P .O . B ox  14 8 5  K od iak , AK 9 9 6 1 5

H igh P ro te in /L o w  A sh  M oal Irom  
T ish  W a s te s

P o rt B a iley  W ild  E n te rp r is e s . LLC 

C ily & B o ro u g h  o l Y ak u la l 

C ily  & B o ro u g h  o l Y ak u la l

Ja y m io  M itchell,
G e n e ra l  M a n a g e r  (9 0 7 ) 4 8 7 -4 4 3 0  
S ie v e  H onry , C ily
M a n a g o r  (9 0 7 )  7 8 4 -3 3 2 3  
S ie v e  H onry , C ily
M a n a g o r  (9 0 7 )  7 8 4 -3 3 2 3

(9 0 7 ) 7 8 4 -3 2 8 1  

(9 0 7 ) 7 8 4 -3 2 8  ‘

P .O . B ox  4 3 4 9  K o d iak , AK 9 9 6 1 5  

P .O . B o r -3 0  Y a k u la l, AK 9 9 6 8 9  

P .O . B ox  160  Y a k u la l, AK 9 9 6 8 9

P o rt B ailey  C a n n o ry  Im provom on t

F lo a tin g  F uol D ock  
F o n d o r  P ile s  S y s le m  o l O c e a n  
C a p o  D ock  R e p a ir

$ 6 0 0 ,0 0 0

$ 6 5 ,0 0 0
6 6 .9 5 9 .7 1 0 .0 0

E c o n o m ic  D o v o lo p m o n l
R o s o a rc h
E d u c a tio n
M arko ling
M is c e lla n e o u s
T o ta l

7 3 ,1 1 4 ,7 1 0
2 ,8 4 3 ,5 0 0
3 ,5 9 2 ,5 5 5
2 ,8 2 2 ,9 7 7
1 ,3 9 0 ,7 0 6

8 3 ,7 6 4 ,4 4 8

mailto:llcotten@gci.net


CBRF End-of-Year Balance
Assumes Status Quo Permanent Fund Distribution and No New Revenues 

(A''cumes House FY 2004 budget as the base, with no increase and no other new taxes)
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A la s k a  O il a n d  G a s  A s s o c i a t i o n

121 W. Fireweed Lane, Suite 207
Anchorage, Alaska 99503-2035
Phone: (907)272-1481 Fax: (907)279-8114

May 12, 2003

Senate Finance Committee Members 
House Finance Committee Members 
Alaska State Legislature 
State Capitol 
Juneau, Alaska

Dear Committee Member:

In conjunction with this letter, the Alaska Oil and Gas Association (AOGA) is submitting detailed 
comments on HB 293 (Version 23-LS1064VD), which would enact a new state sales and use tax. 
The purpose of this letter is to draw your attention to the key points in those comments.

HB 293 must have transitional provisions.

It will come as a surprise to every Alaskan to find that all their personal property already 
in this state on January 1 next year will be taxed at 3% because HB 293 has no transition­
al provision to “grandfather" property that’s already here when the tax becomes effective. 
There is a similar problem for services for which contracts are made before the tax takes 
effect.

Starting on Day 1 when the tax takes effect, people are going to need to have certificates 
and other paperwork in hand from the Department of Revenue (DOR) immediately, in 
order to qualify for the tax exemptions they are entitled to under the legislation. Of 
course, it will be impossible for DOR to have all the necessary paperwork processed and 
issued on Day 1. There needs to be a presumption that people who have filed their 
paperwork with DOR are assumed to have whatever it is that they applied for from DOR 
until DOR has had a reasonable time to process and act on their application.

DOR needs immediate legal authority to develop regulations and adopt forms to imple­
ment the sales and use tax, instead of having to wait to do these things until HB 293 be­
comes effective on the first of next year.

Our comments have a complete set of Transition Rules for your consideration which 
would take care of these and similar transitional matters.

• There are a number of technical errors in the legislation and the way it would operate.

For example, the exemption of sales for resale is flawed. It often happens that sales for 
resale are linked, as when a sub-subcontractor provides services to a subcontractor that is 
providing services to a general contractor that is providing services to the client, for 
example. The way the sales-for-resale exemption is currently written, the sales in such a 
linked series of sales for resale would be taxed. As a result, a single product or service in 
such a series of sales for resale would be taxed several times before it is bought by its
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customer or end-user. We know this is not how the sales-for-resale exemption is meant 
to work.

The fix that we offer for this particular problem is not hard, but the problem does need to 
be fixed. So do other problems like this in HB 293.

• Oil and gas operations already taxed under AS 43.55 (severance tax) and AS 43.56 (state 
property tax) should not be taxed again under the state sales and use tax. The State already 
acknowledges this principle through the exemptions from state and municipal taxes set out in 
AS 43.55.017 and AS 43.56.030, and it simply needs to be reconfirmed in HB 293,

The operation of a field by the field operator apparently will be a “ service" to the other 
partners in the Field, which would subject it to tax under HB 293. So would Alyeska’s 
operation of TAPS. In addition, everything that we buy and use for the fields or for the 
pipelines would be taxed. It also appears that the pipeline tariffs for shipping oil will be 
taxed, even though that would reduce the netback value in the field upon which state 
severance tax and royalties are based.

It makes no sense to make it more expensive to operate in Alaska, and to lower the net- 
back value of the oil and gas resources at the same time, when new oil and gas explora­
tion and development are a cornerstone in the State’s long-term fiscal plan.

It makes no sense to tax the construction and operation of a Gas Pipeline under this sales 
and use tax, when the project’s economics represent a major obstacle to moving forward 
with it.

The petroleum industry already bears more than its fair share of the tax burden in Alaska, 
through the State’s special property and severance taxes on its exploration, production 
and pipeline operation-. It is unfair to tax those operations again under this sales and use 
tax.

The member companies in AOGA feel very strongly about these last points. But you may be 
suiprised to find that most of AOGA’s comments are concerned with making the sales and use 
tax work, and are not arguing against taxing our industry. It is in no one’s best interests, includ­
ing ours, to have Alaska enact a sales and use tax that doesn’ t work in a clear and reasonable 
fashion. AOGA’s comments represent the thinking of tax professionals who want to see this tax 
work smoothly if it passes. Therefore, despite the length and technical detail of our comments, 
and despite the lateness in the legislative session, I would urge you to take the lime to read and 
consider them carefully. Our intention is to help make HB 293 a better bill for all Alaskans.

Very truly yours,

Judith M. Brady 
Executive Director

JMB:tw

cc: Gene Therriault, Senate President 
Pete Kott, Speaker of the House



A la s k a  O il a n d  G a s  A s s o c i a t i o n

A0GA 121 W. Fireweed Lane, Suite 207
Anchorage, Alaska 99503-2035
Thone: (907)272-1481 Fax: (907)279-8114

COMMENTS AND RECOMMENDATIONS 
OF THE

ALASKA O IL & GAS ASSOCATION 
ON

HOUSE B IL L  NO. 293 
(Proposed State Sales and Use Tax)

M a y  12,2003

The Alaska Oil and Gas Association (AOGA) is an industry trade association whose 17 
members account for the great majority of the oil and gas exploration, production, trans­
portation, and refining and marketing activities in the State o f Alaska. The AOGA Tax 
Committee has reviewed House B ill No. 293, which would enact a new state sales and 
use tax. The members of the AOGA Tax Committee unanimously offer the following 
comments and recommendations regarding this B ill. Because of the ongoing and rapid 
revision in the working araft for a Committee Substitute by the House Ways & Means 
Committee, these comments are tied to the original version o f HB 293 as introduced.

1. In General. AOGA is not taking a stand one way or the other regarding the basic 
idea o f a state sales and use tax. The question of whether such a tax should be enacted as 
a step toward balancing the state budget, or whether some other tax or revenue source 
should be used instead, is something that legislators and their constituents should discuss 
and decide for themselves. As the trade association for the oil and gas industry in Alaska, 
AOGA w ill only say that we encourage the State to adopt and implement in a timely 
manner a feasible and fair financial plan to balance the budget.

For much the same reasons AOGA has no comment about the merits o f the proposed 3% 
rate for the sales and use tax relative to some other rate for it. This, too, is a matter for 
legislators and constituents to decide among themselves.

The remainder o f our comments are addressed toward making the sales and use tax under 
HB 293 work fairly and reasonably, in recognition of the possibility that Alaskans w ill 
decide such a tax is right for Alaska. We w ill also address specific aspects o f the tax that 
would directly affect AOGA members.

2. Transition Rules. HB 293 needs transitional provisions in order to avoid unintended 
consequences during the transition from no sales and use tax to the proposed tax. For ex­
ample, the use tax under proposed AS 43.44.010(b)(3) would fall on property "acquired



as the result o f a transaction that was not initia lly subject to the oales [or use] tax ... but 
... because of the buyer’s subsequent use of the property is subject to the ... tax.” Such a 
provision may well make sense once the state sales and use tax is up and running. But 
what it means for the transition is that, when this proposed tax takes effect, all existing 
property in Alaska as of that effective date w ill be subject to the 3% tax. We doubt such 
a massive and unexpected tax on all Alaskans and businesses is the intended effect.
There are similar issues regarding the taxability o f services that have been contracted for 
(and perhaps even paid for) before the effective date, but which are performed in whole 
or in part after that date.

To address these transitional issues, AOGA offers the following as a new section of the 
B ill (to be numbered as appropriate):

* Sec. _. TRANSITIONAL PROVISIONS. The uncodified law o f the State o f 
Alaska is amended by adding the following provisions regarding the sales and use 
tax under AS 43.44 enacted by Section 1 o f this Act:

(a) A ll property in the slate immediately before the effective date o f this Act 
shall be exempt from the sales and use tax under AS 43.44 until it is first sold (with­
in the meaning of “ sale” for purposes of AS 43.44) on or after the effective date o f 
this Act.

(b) A ll property bought in the state or brought into the state before the effec­
tive date of this Act which is temporarily outside the state on the effective date of 
this Act shall, when it is back in the state, be exempt from the sales and use tax 
under AS 43.44 until it is first sold (within the meaning o f “ sale” for purposes o f AS 
43.44) on or after the effective date of this Act.

(c) A ll services performed in this state pursuant to a contract or other agree­
ment made before the effective date o f this Act shall be exempt from the sales and 
use tax under AS 43.44 even though the services are performed on or after the effec­
tive date o f this Act, except that services performed under such a contract after the 
effective date o f this Act shall become taxable under AS 43.44 beginning as o f the 
earlier o f the following:

(1) the date the contract or agreement is amended, renewed or extended, 
regardless of any particular date as of which the amendment, renewal or extension 
may be stated to take effect; for a contract or agreement that automatically renews 
itself periodically unless a party to it acts to prevent the renewal, it shall be deemed 
to be renewed for purposes o f this paragraph as o f the end o f the contract period in 
which the effective date of inis Act falls; and

(2) one year after the effective date of this Act.
(d) During the first year after the effective date o f this Act, for purposes of 

any provision in AS 43.44 requiring a person to register with, have a certificate 
from, or obtain some other action by the Department o f Revenue in order for that 
person to perform an act or qualify for an exemption or other status under AS 43.44,

(1) the person shall be presumed to fu lfill the requirements of that provi­
sion for six months from the date when the person submits to the Department of 
Revenue the registration, application for the certificate, or request tor action on such

AOGA Comments on HB 293 (state sales & use tax)
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Page 2



forms as the Department o f Revenue may require or on a form of the person’s own 
devising if the Department has not prescribed a form for the person’s situation, to­
gether which such supporting documentation and materials which the Department of 
Revenue may by regulation require for such a submission;

(2) i f the Department of Revenue affirmatively rejects a person’s submis­
sion under (1) o f this subsection, or refuses to register, issue a certificate to, or take 
an action requested by a person in a submission made under (1) o f this subsection, 
the presumption under (1) o f this subsection shall be rebutted as of the date of that 
action by the Department o f Revenue, and

(A) the person shall have a reasonable time (as prescribed by the Depart­
ment o f Revenue by regulation, but not less than 60 days) from the date of the 
rejection or refusal in which to cure any defect or meet any condition specified 
by the Department of Revenue in the rejection or refusal, and upon such a cure 
or fulfillment of the condition by that person, the presumption under (1) of this 
subsection shall be reinstated without any interruption;

(B) i f the person fails to cure thr efect or fu lfill the conditions specified 
by the Department of Revenue pursuant to (A) of this paragraph, or i f the De­
partment in its rejection or refusal specifies no defect to be cured and no condi­
tion to be fulfilled, then the person shall, within a reasonable time (as pre­
scribed by l..e Department o f Revenue by regulation, but not less than 60 days) 
from the date of the rejection or refusal, take all necessary action to comply 
with AS 43.44 with respect to the actions taken or status claimed by the person 
while acting under the presumption under (1) o f this subsection, except that 
interest under AS 43.05.225 on any unpaid taxes under AS 44.43 shall only 
accrue with respect to those taxes remaining unpaid at the end o f the period for 
the person to come into compliance with AS 43.44;

(3) if the Department of Revenue fails to act on a person’s submission 
under (1) o f this subsection within six months of its submission, the presumption 
under (1) o f this subsection shall be extended until the Department o f Revenue does 
act on it; i f the Department of Revenue then affirmatively rejects the submission or 
refuses to register, issue a certificate to, or take an action requested by a person in 
the submission, the provisions of (2) of this subsection shall apply with respect to 
that rejection or refusal; and

(4) if the Department of Revenue registers, grants a certificate to, or 
f^kes an action requested by a person in a submission made under (1) of this subsec­
tion, the presumption for that person under (1) of this subsection shall become con­
clusive with respect to the time when the presumption applies under G) -  (3) o f this 
subsection.

3. No Double Taxation of O il and Gas Operations. Alaska already imposes two spe­
cial state taxes directly on our operations:

• the Oil and Gas Properties Production Tax (AS 43.55, the “ severance tax” ), which 
is imposed on the act of producing crude oil and natural gas from property in this 
state, and

AOGA Comments on HB 293 (state sales & use tax)
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• the Oil and Gas Exploration, Production and Pipeline Transportation Property Tax 
(AS 43.56, '.he “ state property tax” ), which is imposed on property that is used, or 
committed by contract for use, in oil and gas exploration, production, or transpor­
tation by pipeline within Alaska.

Both o f these special taxes are very substantia] monetarily. The State received $496.3 
million in severance tax in FY2002 and is expected to receive $596.6 m illion this fiscal 
year and S498.1 m illion in FY 2004.1 In FY2002 the petroleum industry paid $270.4 
million under AS 43.56, of which $220.7 million was paid to municipalities and $49.7 
million to the State.2 The State’s net receipts under that tax this fiscal year and next are 
projected to be $48.6 m illion and $48.5 million, respectively.3 Based on the state- 
municipal ratio for FY2002, this implies a total tax under AS 43.56 o f more than $260 
million a year for this year and next.

Historically the State has recognized that, in imposing these special taxes directly on our 
operations, it would be inappropriate and unfair to subject those operations to a second or 
third tax.*4 To this end AS 43.55.017 currently provides:

Sec. 43.55.017. Relation to other taxes, (a) Except as provided in this 
chapter, the tt.ces imposed by this chapter are in place o f all taxes now im­
posed by the state or any o f its municipalities, and neither the state nor a 
municipality may impose a tax upon

(1) producing oil or gas leases;
(2) oil or gas produced or extracted in the state;
(3) the value o f intangible drilling and exploration expenses.

AOGA Comments on HB 293 (state sales & use tax)
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1 Source: Alaska Dept, of Revenue, Spring 2003 Slate Revenue Sources Book, p. 25, Table 11.

2 Id., p. 38, Table 17.

3 Id., p. 25, Table 11.

4 This principle that the payment of tax specifically targeted on the oil ind gas industry is in place of 
other, more general taxes that would otherwise fall on it, goes back to Alaska's very first oil and gas tax 
legislation back in Territorial days. The original severance tax (now AS 43.55) provided in part:

... The payment of the taxes herein imposed shall be in full, and in lieu o f  all ad valorem tax­
es now or hereafter imposed by the Territory, cities, towns, school districts, and other local 
government units upon any property rights attached to or inherent in the right to producing
oil and/or gas, upon producing oil and/or gas leases, upon machinery, appliances and equip­
ment used in and around any well producing oil or gas and actually used in the operation of 
such well, and also upon oil and gas produced in the Territory upon which gross production 
taxes have been paid, and upon any investment in any properly hereinbefore in this para­
graph mentioned or described. Any interest in the land, other than that herein enumerated, 
shall be assessed and taxes as other property within the taxing district in which such property 
is situated. It is expressly provided that the gross production tax shall not be lieu of income 
taxes nor excise taxes upon the sale o f  oil and gas products at retail.

§ 2 ,  ch. 7 .  E S L A  1955 .



(b) The taxes imposed by this chapter are in place o f all taxes imposed 
by a municipality upon oil or gas in place or nonprcducing oil or gas leases 
or properties.

(c) The taxes imposed by this chapter are not in place of the tax im ­
posed by income taxes, franchise taxes, or taxes upon the retail sale of oil or 
gas products. [s]

AS 43.56.030 has a similar provision exempting property taxable uno^ ihat tax from all 
municipal taxes, including “ taxes on the retail sale or use o f the property” beyond the first 
$1 000 o f each sale, and “ taxes one the sale or use o f [natural] gas or un re fw d o il[. ]”

Together, these two statutes provide that the special taxes ( n our industry are in place o f 
other, more general taxes that could or would otherwise tax our operations a second time. 
The State historically has thought, rightly, that the taxation o f oil and gas is sufficiently 
important as to be treated as a sepawte policy matter, apart from the general issues of 
state tax policy. By specifically dealing with oil and gas taxes separately, the State frees 
itself to consider and decide tax policy issues for Alaskans and their businesses as a 
whole, without having to worry about any unexpected implications which those general 
policy decisions might have on the State’s very large oil and gas tax revenues. This 
approach by the State is sound.

From industry’s perspective this historical approach has also been fair. We already pay 
taxes to the State once through the special taxes that are imposed on our operations. It 
would be unfair for the State to tax those operations a second or third time through gen­
eral taxes like the proposed sales and use tax.

It appears that HB 293, as currently drafted, would tax the oil and gas exploration opera­
tions, field production operations, and pipeline transportation operations in two different 
ways. One would be through the tax on all the property and equipment used in these var­
ious operations. The other would be through the tax on all the services that are being pro­
vided in the course o f conducting these operations. Here are some illustrations o f how 
this would occur:

• Exploration operations. A ll the seismic and geophysical work performed for the 
leasehold owners by geophysical companies would be taxable services. The ma­
terials and supplies used in those operations would be taxable personal property. 
For any exploratory well that might be drilled, the actual drilling itself would be a 
taxable service by the drilling company, and all the pipe used to line the well bore 
would be taxable property. Even the managerial functions performed by one oil
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5 These other kinds of  taxes are not preempted by our payment of severance tax because they are not 
directly imposed on the same operations. In other words, the severan-e tax is on the act of producing oil an 
gas, and it increases the total cost of conducting those production operations. In contrast, an income or 
franchise tax does not increase the costs of producing the oil and gas, but only falls on whatever profits or 
net income is realized as a result of those production operations and any other business activities the tax­
payer may have within the state. Similarly, a tax on retail gasoline sales, for example, docs not increase the 
cost of producing the crude oil from which that gasoline was re f  ncd.



company on behalf o f other working-interest owners in directing these exploration 
operations on their leases appear to be taxable services provided by the operator 
to the other owners.

• Production operations. Here, too, the activities performed by the field operator to 
operate a field on behalf o f all the owners appear to be taxable services performed 
by that operator for the other owners. As with exploration, the drilling o f wells by 
drilling companies would be taxable services, and the hardware in the wells and 
on the surface would be taxable property. Any new production facilities for exist­
ing fields, and all production facilities for new fields, would be taxable property 
when they are built or installed.

• Pipeline operations. A ll material and supplies being used in the operations o f 
TAPS and other pipelines apparently would be taxable property. Any new pipe­
lines or additions to existing ones would also be taxable property when complet­
ed. The work o f Alyeska Pipeline Service Company in operating TAPS apparent­
ly would be taxable services to the pipeline companies that actually own TAPS.

Even the tariffs which pipeline companies charge for transporting oil through 
their pipelines appear to be taxable services. Proposed AS 43.44.320 (on p. 12, 
lines 4-6) would require all carriers “ engaged in the business o f intrastate or inter­
state transportation’^ 6] to register as retailers and pay tax under AS 43.44.010, 
which apparently means the tax is on the transportation “ services” they provide. 
However, this seems to conflict with proposed AS 43.44.220 (at p. 7, line 21 -  p.
8, line 2), which says the transportation of property from one point to another 
within Alaska “ is not taxable i f the ... property [is] being transported in interstate 
or foreign commerce under a single contract” (emphasis added). Even i f the latter 
is the rule that applies, it is unclear how it w ill apply to North Slope oil in light of 
its “ under a single contract” requirement. Except for oil produced from the Prud- 
hoe Bay Unit production facilities (which deliver the oil directly into TAPS Pump 
Station No. 1), all North Slope oil passes through one or more pipelines on the 
Slope before being delivered into TAPS. Each pipeline is a different entity from 
the others, and so there is a separate contract with each pipeline company to trans­
port oil through its pipeline. W ill the “ single contract” requirement remove the 
transportation o f all non-Pmdhoe oil from this exemption under AS 43.44.220?
An aggressive rule-maker in the Department of Revenue or an auditor on audit 
could certainly assert this position.7 In fact, even for Prudhoe Bay oil shipped out 
of state, s/he could assert that, because the cortract with TAPS does not extend to
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6 It is not clear why carriers engaged in transporting people or goods to another country (“foreign” 
commerce) are not included in this.

7 In case it seems farfetched that someone in the Department could take this position and make it 
stick, it is worth recalling that proposed AS 43.44,030 (at p. 2, line 23 -  p. 3, line 7) would create a 
presumption of taxability, and similarly in the context of audits and assessments of tax deficiencies, AS 
43.05.225 already on the books creates a presumption the a claim raised by a state tax auditor on audit is 
correct and "sufficient for all legal purposes.”



the movement of that oil by the tanker carrying it from Valdez, there is not a 
“ single contract” for the transportation of that oil and hence the transportation of 
that oil falls outside this exemption under AS 43.44.270.

Equally unclear is how proposed AS 43.44.160 (at p. 6, lines 1-7) —  which would 
exempt sales-for-resale from the tax —  would apply to transfers o f custody and/or 
legal title that occur with respect to North Slope oil on its way from the field to its 
destination. There is a transfer o f custody8 when the oil moves from the field into 
the pipeline serving that field, and again each time the oil is transferred from the 
facilities o f one pipeline into another. There is a final transfer at Valdez when the 
oil is loaded onto a tanker. Legal title to the oil may be transferred from one a ffil­
iate to another in the same business, at one or more of these custody-transfer loca­
tions. Proposed AS 43.44.160 would exempt the oil if, in addition to a nontaxabie 
transaction certificate from the buyer, the buyer resells it “ and the property w ill be 
subject to the sales tax[.]” I f that buyer then resells the property in another sale- 
for-resale, it is quite possible that the first sale-for-resale would not qualify as tax- 
exempt in the Department of Revenue’s view, because the buyer in the first sale 
does not resell the property in sale that is “ subject to the sales tax” as required in 
AS 43.44.160(2). Under this view of the scope of the sale-for-resale exemption, 
each in-state transfer o f legal title to the oil except the last one —  and quite possi­
bly each in-state transfer o f custody as well9 —  would be taxable with the tax be­
ing 3% o f the o il’ s value at that point. This means the oil could be taxed as many 
as four times before it leaves the state,10 In fact, i f the Department were to take 
the position that a transfer of custody over the oil is a different taxable "sale” 
from a transfer of legal title to that oil even through they happen simultaneously,11 
the number of times the oil is taxed might end up even higher.
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8 A transfer o f  custody means the physical control and temporary possession of the oil, but not the 
ownership of  it. changes hands from one person or entity to another.

9 A “sale" of property (as opposed lo a sale of services) is defined in proposed AS 43.44.900(9) (at p. 
16, lines 9-10) to be "the transfer of property for consideration!.]" Since this does not define a “sale" in 
terms of transferring ownership or legal title to the property, one cannot rule out the possibility that this 
definition could be construed by the Department of Revenue lo include transfers of custody as "sales” for 
purposes of the tax.

10 Oil from the Alpine field, fo. ample, has a custody transfer from the field into the Alpine Pipeline, 
a second custody transfer from the Alpine Pipeline into the Kuparuk Pipeline, a third custody tiansfer from 
the Kuparuk Pipeline into TAPS, and a fourth custody transfer from the TAPS Marine Terminal at Valdez 
onto an oil tanker.

11 The Department, to justify such a position, could point out that the transfer of custody is from one 
pipeline company to another (or from the producer to the pipeline serving the field, or from TAPS lo the 
tanker owner/operator), whereas the transfer of legal title involves different parties (e.g., from the upstream 
entity that produces the oil to its mid-stream oil trading and logistics affiliate). Since the parties to the two 
transfers are not the same, the Department could argue the transactions cannot be the same even though 
they occur simultaneously.
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« Natural gas development. The tax effects with respect to TAPS and other oil 
pipelines in Alaska appear also to apply to the Alaskan portion of any project to 
develop North Slope natural gas reserves and transport that gas to market, both 
during construction as well as once it is put into operation.

In addition to the fairness and tax policy issuer already mentioned about taxing oil and 
gas operations two or three or more times through the proposed sales and use tax, taxing 
our operations again through this tax would also harm the State’ s own interests, directly 
and indirectly. For example, taxing pipeline tariffs would simply increase those costs o f 
transporting Alaskan oil by three percent. That w ill reduce the netback value o f the oil in 
the field, upon which the State’s severance tax and royalties are based. It also harms the 
state indirectly because the lowered netback also hits the producers’ pocketbooks and 
makes the economics foi new oil and gas developments less competitive —  this is in 
addition to the 3% increase in field operating costs that TIB 293 would also cause. Weak­
ened competitiveness means fewer opportunities here w ill succeed in the internal busi­
ness competition for investment capital, making fewer investments means less develop­
ment, and less development means less oil and gas in the long run, which is in n 'her our 
interest nor Alaska’s. Taxing the pipeline tariffs would also increase the cost o f crude oil 
for Alaska’s in-state refiners, weakening their operating economics and perhaps threat­
ening the jobs o f Alaskans whom they employ.1'

For all these reasons, the special taxes that the oil industry already pays to the State under 
the severance tax and the state property tax should be in place of any new sales and use 
tax on our property and operations. Accordingly, AOGA recommends adding the fo llow ­
ing B ill sections to HB 293 (to be numbered as appropriate):

* Sec. AS 43.55.017 is amended to read:

Sec. 43.55.017. Relation to other taxes, (a) Except as provided in this 
chanter. AS 43.20, and AS 43.56, the taxes imposed by this chapter are in 
place of all taxes [NOW IMPOSED] by the state or any of its municipalities 
upon

( I t oil and gas produced in the state, including the sale, use and 
transfer o f oil and gas;

(2) property and services used or contractually committed fo r 
use in the course of, or to support, operations to explore for, develop, 
and/or produce oil and gas in the state. ir.niuding the sale, use and transfer 
of such property and services.

(b) f, AND NEITHER] Neither the state nor a municipality may impose 
a tax upon

12 The possibility that an in-statc refinery might cut back or close its operations is not just an abstract 
possibility. It is worth remembering that Alaska has already seen an in-state refinery close it.; doors dua lo 
poor economics. The refinery built at Nikiski on the Kenai Peninsula by Standard Oil Company of Cali­
fornia (now ChevronTcxaco) in 1963 was the first refinery in Alaska after Statehood. It was permanently 
shutdown on June 17, 1991 after nearly 28 years of operation.



(1) producing oil or gas leases;
(2) [O IL OR GAS PRODUCED OR EXTRACTED IN THE

STATE;
(3)] the value o f intangible drilling and exploration expenses.

(c][(b)] The taxes imposed by this chapter are in place o f all taxes im ­
posed by a municipality upon oil or gas in place or nonproducing oil or gas 
leases or properties.

(d][(c)] The taxes imposed by this chapter are not in place o f the tax im ­
posed by income taxes, franchise taxes, or taxes upon the retail sale of [OIL 
OR] gas or products from oil or gas.

* Sec. AS 43.56.030 is amended to read:

Sec. 43.56.030. In place of other taxes. Except for those taxes imposed 
under AS 43.20 and AS 43.55, the taxes levied or authorized under AS 43.56.- 
010(b) are in place of

(1) all other ad valorem taxes or other taxes imposed by a municipality 
on property subject to tax under this chapter or exempted from taxation by AS 
43.56.020; [AND ]

(2) all other taxes imposed by a municipality on or with respect to the 
property subject to tax under this chapter or exempted from taxation by AS 
43.56.020, including, but not limited to,

(A) tax on the retail sale or use o f the property except for the retail 
sales tax on the first SI ,000 o f each sale;

(B) taxes on the sale or use of gas or unrefined oil;
(C) taxes on the sale or use o f services used in or associated with the 

property or in its maintenance or operation except for the sales tax on the first 
S I,000 o f each sale;

(D) taxes on or measured by gross or net income from the property, 
including income from the exploration for, production of, or pipeline transpor­
tation o f gas or unrefined oil or property; and

(E) any license, excise, fee, charge or other tax on or pertaining to 
the property or services used in or associated with the property or in its 
maintenance or operation; and

(3) all other taxes imposed bv the state on or with respect to the 
property subject to tax under this chapter or exempted from taxation bv 
AS 43.56.020, including, but not limited to,

(A )  tax on the sale, use or transfer of the property;
(B) tax on the sale or use of services used in or associated with 

the property or in its maintenance or operation;
(C) tax on the sale or use of services provided through the use of 

the property; and
(D) any license, excise, fee, charge or other tax on or pertaining 

to the property or services used in or associated with the property, used in 
or associated with its maintenance or operation, or provided through the
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This concludes AOGA’s comments on the major substance of HB 293 as it impacts our 
industry. However, in the course o f examining the B ill to understand how it would oper­
ate, we have come across a number of technical matters o f substance, as well as some 
drafting problems, that should be corrected in the B ill. These are discussed in the follow­
ing portion o f these comments. AOGA has not attempted to find every single drafting or 
technical issue, and the following list should in no way be seen as being exhaustive or 
comprehensive.

4. Technical and drafting issues.

On p. 1. lines 1-2. amend the B ill title to read:

“An Act levying and collecting a state sales and use tax; exempting from the 
state sales and use tax certain property subject to tax under AS 43.55 and AS 
43.56 and certain associated services and operations; providing for transition 
rules for implementing the state sales and use tax; and providing for an effec­
tive date.”

On p. 1. lines 9 and 10. insert the words “ tangible personal” immediately before the word 
“ property" both times . nere it appears. This is to make subsection (b) consistent with 
subsection (a), which uses the phrase “ tangible personal property” to describe what prop­
erty is subject to tax.

On p. 1, line 11, delete the entire line and renumber the remaining paragraph in AS 43.- 
44.010(b) accordingly. Suppose a person owns forested land and builds a cabin from the 
trees on that property. Should the cabin be subject to this new use tax? We don’ t think 
so. I f a person manufactured the property that s/he is using, the use o f that property 
should not be taxable until that property is eventually sold.

On \). 2. line 2, the word “ buyers” should be “ buyer’s” with an apostrophe before the “ s” .

On p. 2. line 4 , insen the word “ rendered” between “ services” and “ in this state” . This is 
to avoid serious difficulties in dealing with services (e.g., financial accounting) rendered 
outside Alaska to the corporate parent of an multistate or international business or to the 
business as a whole. Otherwise the amount of time and effort spent arguing o f whether 
any such services are taxable by Alaska, and if so how much, promises to exceed the 
amount of tax that the State would stand to collect by attempting to tax them.

On p. 2. line 28. if our proposed transition rules (or something resembling them) are 
adopted, then the phrase “ after December 31, 2003” should be inserted between “ sold" 
and “ by any person” . Note that, if the effective date for the new sales and use tax is 
changed from Januarv 1, 2004, then this December 31, 2003 date should be changed so 
that it is the day before the tax becomes effective.



On n. 3. line 22. replace the word “ person” with “ seller” so there can be no argument that 
the person in question is the “ purchaser” referred to at the beginning of the line.

On p. 3. line 27, the word “ occurs” is ambiguous. A nontaxable transaction could “ oc­
cur” when the parties make the agreement or contract for the transaction, or it could “ oc­
cur” when the property in question is delivered to the purchaser or the services are ren­
dered. AOGA does not have a preference between one or the other, but “ occurs” should 
be replaced by an appropriate verb reflecting the Legislature’s choice about when a trans­
action should be deemed to occur.

On p. 3. lines 30-31: This says only someone “ registered" with the Department o f Reve­
nue and holding a valid seller’s permit may execute a nontaxable transaction certificate. 
The practice of the federal government in other states is not to register with them nor seek 
any permits from them, which may reflect a federal view that the national government, as 
the paramount sovereign under the Supremacy Clause o f the United States Constitution, 
does not have to comply with any state requirements. In any case, there needs to be an 
accommodation here in the B ill so that people can get nontaxable transaction certificates 
from federal agencies and officials when the latter are not registered and don’t have state 
buyer’ s permits. We suggest that the phrase “ , or an agency or officer o f the United 
States,” be inserted between the words “ valid” and “ may execute” in line 31. Because of 
the large military presence in Alaska, we recommend using “ officer” instead o f "o ffic ia l” 
in this context because “ officer” includes military officers as well as civilian officials, 
whereas “ officia l” is not ordinarily used to describe military officers.

On p. 4. lines 6-9: In the 21sl Century, there should be an explicit provision allowing the 
Department of Revenue to issue, and purchasers to hold, these nontaxable transaction 
certificates in electronic form instead of hard copy.

On p. 4, lines 10-17: In describing what information must be included in each nontaxable 
transaction certificate, there is no provision for including in the certificate the date when 
it is issued or becomes effective.

At p. 4. line 14. a new statutory section or a new subsection to proposed AS 43.44.080 
should be added to provide for direct-pay permits, which w ill greatly facilitate the opera­
lion of this certificate program.

On p. 4. lines 29-30, there is a potential for this language to be misconstrued. Clearly it is 
intended that the phrase “ natural gas, water, electricity, telephone communications ser­
vices, refuse collection” is modifying “ utility service.” . However, as it is written, one 
could argue that it is the actual natural gas, water, electricity etc. that is being referred to, 
instead of utility services involving these things. To prevent this, the words “ utility ser­
vices for” should be inserted between “ o f ’ and "natural gas” in line 29, and the word 
“ utility ” in line 30 should be deleted.

On p. 5. line 24. the vord “ and” should be “ or” . With “ and” as the conjunction, that sen­
tence is saying “occasional sales” only occur if they are truly intermittent and, in addi-
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tion, they are for fundraising purposes by a nonprofit organization. Clearly, it makes 
much better sense to exempt as “ occasional sales” those sales which meet either condi­
tion, and to do this requires “ or” as the conjunction.

On p. 6. lines 5-7: These lines contain the prc/isions causing the problems in the sale- 
for-resale exemption for property. They say the sale is tax-exempt if:

(2) the buyer resells the property either by itself or in combina­
tion with other property in the ordinary course o f business and the proper­
ty w ill be subject to the sales tax imposed by AS 43.44.010(a).

The problem with paragraph (2) is caused by the timing mismatch between "the buyer 
resells” (which is in the present tense) and “ the property w ill be subject to the sales tax” 
(which is in the future tense). This mismatch makes it unclear whether the buyer has to 
resell the property in a taxable sale in order for the first sale to be tax-exempt, or whether 
the buyer resells the property with the knowledge that, if it isn’ t taxable then, it w ill even­
tually be resold again in a taxable sale. Either way you read it, there is a problem. I f the 
resale has to be taxable in order for the first sale to be tax-exempt, then this ignores the 
possibility that the first sale was the first in a series o f sales for resale before the property 
is finally sold to the end-user or sold at retail. On the other hand, i f the resale doesn’ t 
have to be taxable so long as the person reselling the property knows that it w ill be resold 
again within the state in a ta:.ablc sale, then the provision is unrealistic because a reseller 
cannot know for sure that such a taxable resale w ill actually occur. And since the reseller 
cannot know this for a fact, the condition in (2) would be unfulfilled and the first sale 
would be taxable.

The simple way to fix paragraph (2) would be to make the first sale tax-e> empt i f either 
the resale is a taxable sale or if the reseller sells the property to a buyer who cJivers a 
nontaxable transaction certificate to the reseller. This w ill allow for a scries of linked 
sales-for-resale to remain untaxed until the end of the chain when there is finally a taxa­
ble sale. Paragraph (2) should be rewritten to read as follows:

(2) the buyer resells the property either by itself or in combina­
tion with other property in the ordinary course of business, and

(A) the property when it is resold is subject to the sales tax 
imposed by AS 43.44.010(a); or

(B) the buyer resells the p perty and is delivered a nontax- 
able transaction certificate by the person buying it in that resale.

On p. 6, lines 14-15: Here is the same problem in the context o f sales of services for re­
sale that was just addressed with sales o f property for resale: the statute fails to deui ade­
quately with the possibility that there may be a linked chain o f sales for resale, as from a 
sub-subcontractor to a subcontractor to a general contractor to the client. As in the con­
text with property, the solution is to allow the exemption cither if the resale is taxable or 
i f the resale is to someone who provides a nontaxable transaction certificate for that re­
sale. Paragraph (3) should read as follows:

(3) the subsequent sale is in the ordinary course of business and
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(A )  is sub ject to the tax im posed by A S  4 3 .4 4 .0 1 0 (a ) ; or
(B )  is m ade to a person w ho delivers a nontaxable trans­

action  certificate for that subsequent sale.

On p. 7 . lines 1 8 -2 0 . the entire text shou ld  be relocated as a new statutory section (e .g ., a 
new A S  4 3 .4 4 .0 0 5 )  at the beginning o f  A S  4 3 .4 4  setting ou t the L eg is la tu re ’ s intent abou t 
how  this tax is to be adm inistered. That w ay, by saying that the Leg is la tu re ’ s intent is for 
the tax to be im posed on interstate and foreign com m erce  to the fu llest extend a llow ed by 
the U .S . C on stitu tion , the Legisla ture w ou ld  be prov id ing instruction to the D epartm ent 
o f  R evenue about the ph ilo sophy  and approach that it is to use in im plem enting and en ­
forcing this tax. B u t, by  having it here as a substantive prov is ion  o f  the tax law  itself, the 
Leg is la tu re  w ou ld  be m ai.ing this part o f  the actual tax itself. T h e  D epartm en t o f  R ev e ­
nue is not em pow ered  to determ ine where the lim its o f  the federal C om m erce  C lau se  are, 
and so the on ly way it c o u ld  carry out such a substantive p rov is ion  w ou ld  be to c la im  that 
everything is taxable and leave it to the courts to tell it what isn’ t. C learly  that’ s not a 
feasib le w ay to run a tax. S im ilarly , taxpayers are entitled to know  what their tax o b lig a ­
tions are so  they can fu lfill them . I f  this stays part o f  the substantive tax law , it w ou ld  be 
im poss ib le  for businesses to know  whether they have com p lied  with the tax or not w ith ­
out go ing to court

On p. 7 . line 21 -  8 . line 2 : T he  prov isions o f  p roposed  A S  4 3 .4 4 .2 2 0  w ould  exem pt
intrastate transportation i f  it an integral part o f  a larger m ovem ent o f  the property in ques­
tion from  A lask a  to another state o r  country . T he  technical problem  here is that the stat­
ute uses the concep t o f  a "single contract” to define when the A laskan  segm ent is part o f  
the larger m ovem ent. O ften the in-state portion o f  an interstate or international sh ipm ent 
will involve som e m ode o f  ground transportation, and then the goods are transferred into 
a ship o r airplane for shipm ent from  A laska to its u ltim ate destination O uts ide . F o r any 
num ber o f  reason s ,13 a business m oving goods from  A laska  to O utside is likely to set up a 
separate subsid iary  fo r the interstate or international leg o f  that shipm ent. In such a case  
there w ill m ost likely be two contracts, one between the sh ipper and the subsid iary do ing  
the intrastate portion  o f  the shipment and the other w ith the subsidiary handling the inter­
state o r international portion . T he  concept o f  a “ single con tract”  for interstate o r interna­
tional shipm ents from  A laska  is unduly narrow in the real w orld . It shou ld  be expanded  
to in clude all situations where the in-state and ou t-o f-s ta te  legs o f  the transportation are 
being handled by the sam e business, instead o f  being lim ited to cases where a carrier has 
on ly one legal entity handling both legs and thus is able m ake on ly  one con tract for ihe 
shipment.

On p. 8 . line 3 : B e fo re  the existing proposed statutory section exem pting certain sales o f  
services to ou t-o f-s ta te  buyers, there shou ld  be a statutory section exem pting sim ilar sales 
o f  property to ou t-o f-s ta te  buyers. E lsew here there are parallel p rov is ions exem pting
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the United States on the one hand and the laws o f  the country where the goods are being delivered, specific 
provisions o f  aviation law or admiralty law, tax considerations, risk management, etc.



sales o f  property fo r resale (A S  4 3 .4 4 .1 6 0  at p. 6 , lines 1 -7 ) and sales o f  services fo r re ­
sale (A S  4 3 .4 4 .1 7 0  at p. 6 , lines 8 -1 5 ) . T here  is no reason not to do  the sam e for sales to 
ou t-o f-s ta te  buyers.

On p. 8 . lines 9 - 2 0 : T h ese  statutory prov isions set out the conditions under which sales 
o f  serv ices to ou t-o f-s ta te  buyers will be tax -exem pt. T h o se  conditions are im possib le to 
meet, particu larly  in light o f  the presum ption in p roposed  A S  4 3 .4 4 .0 3 0  (p . 2 , lines 2 6 -  
2 7 )  that all sales are taxable . H ow  will an ou t-o f-s ta te  buyer possib ly  be ab le to prove “ a 
negative”  —  that is, p rove that, besides him /herself, no em p loyee and no person “ in p riv ­
ity” 14 with the buyer either used the serv ice in A lask a , o r  received the service in A laska , 
or had any o ff ic e  o r p la ce  o f  business in A laska , o r  was in A laska m ore than b rie fly 15 or 
o cca s ion a lly ,16 o r  had any “ com m un ication  in this state” 17 relating to the serv ice, o r did  
anything in A lask a  “ related to the sub ject matter o f  the serv ice .”

A part from  the am bigu ity  in the meaning o f  these various terms that has been footno ted ,
the real po in t is that all a state auditor w ould  have to d o  in order to make an ou t-o f-s ta te
sale taxable is m erely to assert that the ou t-o f-s ta te  buyer did not m eet all the conditions
for exem ption . T h e  burden w ou ld  then be on the buyer to prove that they were met, but
it ’ s vastly m ore d iff icu lt to prove that som eth ing d idn ’ t happen than it is to prove that
som eth ing d id . It w ou ld  be im possib le in m ost cases fo r  the ou t-o f-s ta te  buyer to m ake
the requisite show ing that all o f  these potential events never occu rred . A nd  if the buyer
can ’ t show  that all o f  them  never occu rred , s/he w ill have failed to meet her/his burden o f

• 18p ro o f to m erit the tax exem ption .

I f  the intended e ffe c t o f  p roposed  A S  4 3 .4 4 .2 3 0 (b )  w ill be to prevent any ou t-o f-s ta te  
buyer in actual p ractice  from  ever having a tax -exem pt purchase o f  serv ices, why not
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14 In what sense is "privity" being used in the statute? Does it mean someone with whom the buyer is 
personally intimate or familiar, such as a spouse, child, parent or sibling? What about a best friend, or a 
business partner? O r docs “privity" mean someone who has a contract with the buyer and is said in the 
com mon law to have "privity o f  contract" with the buyer? If the latter, wouldn’t the person performing the 
services in Alaska always disqualify an out-of-state buyer of  those services because of  this "privily" of  
contract?

15 How brief does a stay in Alaska have to be in order to be " b r i e f ’?

16 How often can a person visit Alaska ("briefly" each time, o f  course) and still only be here on only 
an "occasional" basis?

17 What a b o i  none call to someone in state placed from Outside by someone "in privity" with the 
buyer?

18 The really exquisite thing about proposed AS 43.44.230 is that not only does an out-of-state buyer 
have to prove all these "negatives" arc true at the time the sale is made, but in order to keep the tax-cxcmp- 
tion, s/he must prove that they continue to be met throughout the time when the service is being performed. 
Otherwise, under subsection (cj, the exemption ceases the moment the services no longer qualify. In other 
words, even if  the buyer successfully shows that on Day 1 the deal qualified for a tax e< 'an, it could 
be lost starting on Day 2 unless s/he can prove all the “negatives" still prevailed on Day ill.



come, right ou t and say so  in the statute, instead o f  creating a false im pression that som e­
how  there cou ld  be an exem ption?

On p. 8 . at line 2 4 : Serv ices prov ided by one affiliated entity to another affilia te shou ld  
not be taxed. In som e cases such sales o f  serv ices w ill be exempt under the s a le -fo r - 
resale exem ption  fo r serv ices. B u t som etim es one affiliate prov ides a serv ice to another 
than is not so ld  in turn to a third party , but that serv ice  is instead used or con sum ed  by the 
affilia te to w h ich  it is p rov ided in the course o f  the latter affilia te ’s business operation s. 
T h e  sales from  the latter’ s business operations, w hether o f  services o r  property , w ill be 
taxable , so it w ou ld  be ju s t as inappropriate to tax the latter kind o f  in ter-affilia te services 
as it w ou ld  to tax a sale o f  services fo r resale . T h u s , on line 2 4 , im m ediately be fo re  p ro ­
posed  A S  4 3 .4 4 .2 4 0 , the fo llow ing new statutory section shou ld  be inserted:

S e c . 4 3 .4 4 .2 3 5 . N on ta x a b ility  -  In te r c o r p o r a te  S e rv ice s , (a )
Sa les o f  serv ice  transactions am ong affilia ted  entities, at least one o f  
w hich  is a corpora tion , that report their in com e to the Internal R evenue  
Serv ice  on a single con so lida ted  return fo r the tax year in w h ich  the 
transaction occu rs  are not taxable.

(b ) F o r purposes o f  this section , “ affiliated entity”  includes an 
entity that w ou ld  be class ified  as a m em ber o f  an affiliated group under 2 6  
U .S .C . S ection  1504  but for the ex clus ion s prov ided by that section .

(c ) Serv ices that are exem pt under this section may not be 
purchased  fo r resale by the prov id ing  com pany .

(d ) Tang ib le  personal property that is transferred as an integral 
part o f  a serv ice  exem pted under this section  may not be purchased fo r 
resale by the prov id ing  com pany .

On p. 9 , at line 3 : Just a few years ago the Leg isla tu re  amended the state m o to r  fuel tax 
in order keep the p lay ing field between in-state refiners wanting to sell je t  fuel to 
airplanes on international routes, and importers bring ing in foreign fuel into a Free T rade  
Zone to  be so ld  to those aircraft. Sa les from  a Free T rade  Zone pay no state m o to r fuel 
tax, and the m oto r fuel tax had to be am ended to exem pt in-state refiners from  that tax so 
they c o u ld  com pete  fo r that business. T h e  sam e is true now with a state sales and use 
tax. I f  the in -state refiners are to be able to con tinue com pe tirg  for this business on an 
equal foo tin g  w ith im ported je t  fuel, they need to be exem pt frcm  the sales and use tax. 
W e  recom m end inserting the fo llow in g  new statutory section im m ediately be fo re  A S  
4 3 .4 4 .2 5 0 :

S e c . 4 3 .4 4 .2 4 5 . N on ta x ab ility  -  je t  fu e l fo r  in te rn a tion a l f lig h ts .
Sa les o f  je t  fuel to refuel an aircraft for a flight to a destination ou tside the 
Un ited  States o r  f o r a  flight orig inating ou tside the United States that 
continues to a destination w ithin the Un ited  States shall be exem pt from  
the tax im posed  by A S  4 3 .4 4 .0 1 0 .

On p. 9 . lines 9 - 2 3 : T hese are p rov is ions for ob ta in ing se ller’ s perm its. A ga in , there 
shou ld  be exp lic it authority fo r the D epartm en t o f  R evenue to issue, and fo r p eop le  to 
ho ld , these perm its in an e lectron ic form  instead o f  having hard cop ies .

AOGA Comments on HB 293 (state sales & use tax)
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Gn p. 12. lines 1 0 -1 1: There  shou ld  be exp licit authority  for the Departm ent o f  Revenue  
to issue, and for people to ho ld , this docum entation in electron ic form  instead o f  hard  
copy .

On p. 12. line 16 : There shou ld be exp lic it authority fo r  the Departm ent o f  R evenue to 
authorize filing tax returns on an electron ic basis w ithout having to File hard cop ies . E ith ­
er the statute, or the Departm ent by regulation , shou ld  prescribe standards and e lectron ic  
docum entation  (e .g ., C D  or D V D ) required to preserve a record o f  what is filed .

On p. 16. line 3 . im m ediately fo llow in g  the defin ition o f  “ m anufacturing”  there shou ld  be 
inserted a defin ition o f  “ m ining” . P roposed  A S  4 3 .4 4 .1 8 0  (p . 6 , lines 1 6 -2 8 ) w ou ld  ex ­
em pt certain sales to “ m ining o r m anufacturing” businesses. H av ing ju s t defined the one, 
it is appropriate for the B ill to define the other. T h is  is especially  so since the reference  
to “ production  o f  [a] m ineral from  a m ine o r w ellhead”  on p. 6 , line 2 7  prom ises to create 
an issue about whether “ m ining”  includes oil and gas production . I f  ou r p roposed  B ili 
sections to amend A S  4 3 .5 5 .0 1 7  and A S  4 3 .5 6 .0 3 0  are not adopted , then “ m in ing” shou ld  
be defined to include oil and gas p roduction  since it is a sim ilar extractive industry in ­
vo lv ing a nonrenewable resource. C onverse ly , o f  A S  4 3 .5 5 .0 1 7  and A S  4 3 .5 6 .0 3 0  are 
am ended as we suggest, then “ m in ing” shou ld  be defined here in the sales and use tax 
law  to exclude oil and gas p rod u c tion .19

On p. 2 1 . line 2 5 : Currently this line contains the effective -date  clause o f  H B  2 9 3 . I f  ou r 
transition rules (o r  som ething com parab le  to them ) are added to the B ill , then it w ill be 
necessary to make those transitional prov isions e ffective im m ediately while keeping Jan­
uary 1, 2 0 0 4  as the effective date fo r the substantive tax law changes. On the assum ption  
that ou r proposed B ill sections amending A S  4 3 .5 5 .0 1 7  and A S  4 3 .5 6 .0 3 0  are added to 
H B  29 3  as B ill sections 5 and 6 , then the transition rules w ould be B ill section 7 . U s in g  
this assumed numbering, then the present B ill section 5 shou ld  be renumbered and 
am ended , and a new final B ill section added, to read as fo llow s:

* S e c . 8 . Sections 1 -  6 o f  this A ct take e ffec t January 1, 2 0 0 4 .

* S e c . 9 . Sections 7 -  9  o f  this A ct take e ffect im m ediately under A S  0 1 .1 0 . -  
0 7 0 (a ) .

C on c lu s io n . Th is concludes A O G A ’ s com m ents on H B  2 9 3 . On beha lf o f A O G A  and 
its m em bers, we thank you  for this opportunity to o ffe r  these com m ents and fo r your 
consideration o f  them . W e  w ould  be pleased to answer any questions you m ay have o r  to 
be o f  assistance in any other way that we can regarding this legislation .
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19 In the event oil and gas production is excluded from the definition o f  "mining", it would be a m is­
take to delete the reference to “wellhead" on p. 6 , line 27 because some substances (particularly sulfur) may 
be recovered from the ground in molten form and thus would come from a "well" with a "wellhead."
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S U B J E C T :

T O :

F R O M :

C S H B 2 9 3 (W & M )  (W o rk  O rder N o . 2 3 -L S 1 0 6 4 \S )

Representative Jim  W hitaker, C o -C h a ir , H ou se  Spec ia l C om m ittee  
on  W ay s  and M ean s  
A ttn : L o ri B ackes

Representative M ik e  H aw ker, C o -C h a ir , H o u s e  Spec ia l C om m ittee  
on  W ays and M eans

K a th ryn  L . K u rtz  
Leg is la tiv e  C ounsel

Th is m orn ing  your com m ittee  passed out a  version o f  C S H B  2 9 3  w ith  a sunset date o f  
January 1 ,2 0 1 2 .

I  have prepared the \S version  in final w ith the necessary sunset p rov is ion s , accord ing  to 
the M anua l o f  Leg is la tiv e  D rafting  (2 0 0 3 ) , page 2 1 , using a b ill section  that repeals each  
new cod ified  prov is ion , and a separate b ill section that "undoes" each  change to  current 
law .

T h e  new  cod ified  p rov is ion s , includ ing all o f  the state sales tax sections in A S  4 3 .4 4 , w ill 
be repealed e ffective January 1, 2 0 1 2  under this draft. T h e  potential p rob lem  w ith the  
effective dates arises in re la tion  to the separate b ill sections "undoing" each change to 
existing s ta tu te s -in c lu d in g  the changes to the m un icipal tax statutes in A S  2 9 , and the 
m otor fue l tax in A S  4 3 .4 0 . T h o se  prov isions also take effect January 1, 2 0 1 2  under this 
draft version  o f  the b ill, assum ing the effective date c lause rece ives the necessary tw o - 
thirds vo te . I f  the e ffec tiv e  date clause fails, the section chang ing existing statute and the 
section undo ing  the change w ill take effect sim ultaneously , the net e ffe c t being uncertain .

A lso , p lease note that the amendment to A S  2 9 .4 5 .6 5 0 (a )  in sec. 12 perm itting  
m un icipalities to tax intangibles creates a con flict w ith the structure o f  2 9 .4 5 .6 5 0 (c )  that 
requires m un icipa l exem ptions to  con form  to state exem ptions, as w ell as the transitional 
prov is ion  in sec. 3 6 (b ) o f  the bill that requires m un icipa lities to con form  their 
exem ptions, defin itions and sourcing ru les to the state sales and use tax law.

K L K d m b
03 -200 .1m b

Enclosure



Alaska State Legislature
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Co-Chair, Representative Jim Whitaker Co-Chair, Representative Mike Hawker
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Committee Aide: Lori Backes, 465-6541

HB 293 State Sales Tax
A s am ended in the H ou se  Sp ec ia l C om m ittee on W ay s  and M ean s , the current version :

•  Lev ies a statew ide sales and use tax at 3 %  effectiv e January 1, 2 0 0 4
•  C aps the total am ount o f  com bined  loca l and state sales tax at 8% . T h e  e ffect on 

m un icipa l sales and use tax rates shall be phased in w ith the m un icipa l rate not to 
exceed  6 %  as o f  January 1, 2 0 0 8 , fo llow ed  by a lim it to 5 %  on January 1, 2 0 1 0 . 
T h e  8%  com b in ed  cap may be exceeded  by a m un icipa lity  if  app roved  by the local 
voters in a referendum .

•  Phases in statew ide authority to adm in ister and c o lle c t sales and use tax accord ing  
to the fo llow in g  schedule :

1. F o r  the first two years, m un icipa lities m ay co lle c t and en force  their 
own sales and use tax law s under their current, ord inances,

2 . Then , on January 1, 2 0 0 6 , m un icipa lities must begin en fo rc ing  and 
co llecting  local sales and use taxes under the state sales arid use tax 
laws.

3 . F inally , on January 1, 2 0 0 8 , the state assumes responsib ility  for 
adm inistering and co lle ctin g  state and loca l sales and use taxes.

•  A llow s  the state to contract with m un icipa lities fo r tax adm in istration fie ld  o ff ice  
services

•  A llow s  m un icipa lities to continue to levy and co lle c t special taxes on single 
Categories o f  items

•  Includes an increase in the m otor fuels tax to  2 0  cents per gallon and deposits  6 
cents per ga llon  o f  those proceeds into the specia l h ighw ay fuel tax accoun t to be 
used fo r increased revenue sharing to the m un icipalities

Committee Members:
Representative Cheryll Heinze • Representative V ic Kohring • Representative Norman Rokeberg 

Representative Bruce V/eyhrauch •Representative Peggy W ilson 
Representative Max Gruenberg • Representative Carl Moses



Exem ption s : the fo llow in g  sales, uses, purchasers, o r categories w ill be exem pt from  the 
statew ide tax:

•  Sa les  to and uses by a governmental agency
•  Sa les and rents o f  real property
•  IR S  approved charitab le organizations
•  Purchases w ith food  stamps or W IC  program  benefits
•  Intangible items
•  Iso lated o r  occas iona l sales or leases
•  T h e  prices o f  a m otor vehicle , boat, snow m obile , airplane or m ob ile  hom e above  

$ 5 ,0 0 0
•  Sa les fo r resale
•  Se rv ices fo r resale
•  Sa les fo r  ingredients used in m ining and m anufacturing
•  Sa le  o f  property for lease
•  Certain intrastate transportation and services in interstate com m erce
•  H ea lth  care services by licensed providers
•  C h ild  care services

T h e  bill au thorizes the department to enter into the Stream lined Sales and U se  T ax  Agreem ent to 
sim p lify  and m odern ize sales and use tax adm inistration.

T h e  statew ide sales and use tax sunsets on January 1, 2 0 1 2 .

Committee Members:
Representative Chcryll Heinze • Representative V ic Kohring •  Representative Norman Rokeberg 

Representative Bruce Weyhrauch •Representative Peggy W ilson 
Representative M ax Gruenberg •  Representative Carl Moses



C o m p a r i s o n  o f  S t s t e  a n d  L o c a l  R e t a i l  S a l e s  T a x e s

January, 2003

F o o d  I t e m s  [ 1 ] M a x im u m M a x im u m
T a x a b le  ( T ) S ta te L o c a l S t a t e / L o c a l
E x e m p t  ( E ) R a te R a te  [ 2 ] R a te  [ 2 ]

Alabama T 4.00 7.00 11.00
Alaska T 0.00 7.00 [3] 7.00
Arizona E 5.60 3.00 8.60
Arkansas T 5.125 4.750 9.875
California E 6.00 2.50 8.50
Colorado E 2.90 5.00 7.90
Connecticut E 6.00 — 6.00
District of Columbia E 5.75 — 5.75
Florida E 6.00 1.50 7.50
Georgia E 4.00 3.00 7.00
Hawaii T * 4.00 — 4.00
Idaho T * 5.00 3.00 8.00
Illinois T ** 6.25 3.00 9.25
Indiana E 6.00 — 6.00
Iowa E 5.00 2.00 7.00
Kansas T * 5.30 3.00 8.30
Kentucky E 6.00 — 6.00
Louisiana T ** [4 ] 4.00 5.50 9.50
Maine E 5.00 — 5.00
Maryland E 5.00 — 5.00
Massachusetts E 5.00 — 5.00
Michigan E 6.00 — 6.00
Minnesota E 6.50 1.00 7.50
Mississippi T 7.00 0.25 7.25
Missouri T 4.225 4.125 8.350
Nebraska E 5.50 1.50 7.00
Nevada E 6.50 0.75 7.25
New Jersey E 6.00 . . . 6.00
New Mexico T 5.00 2.25 7.25
New York E 4.00 4.50 8.50
North Carolina E [4] 4.50 3.00 7.50
North Dakota E 5.00 2.50 7.50
Ohio E 5.00 2.00 7.0r
Oklahoma T 4.50 5.35 9.85
Pennsylvania E 6.00 1.00 7.00
Rhode Island E 7.00 — 7.00
South Carolina T * * 5.00 2.00 7.00
South Dakota T * 4.00 2.00 6.00
Tennessee T 7.00 2.75 9.75
Texas E 6.25 2.00 8.25
Utah T 4.75 2.25 7.00
Vermont E 5.00 1.00 6.00
Virginia T * * 3.50 1.00 4.50
Washington E 6.50 2.40 8.90
West Virginia T 6.00 — 6.00
Wisconsin E 5.00 0.60 5.60
Wyoming T * 4.00 2.00 6.00

[1] Food purchased for consumption off-premlses.
[2] Highest local rate known to be actually levied by at least one Jurisdiction. 
Includes local taxes for general purposes and those earmarked for specific purposes 
(e.g. transit). Taxes applying only to specified sales (e.g. .'odglng or meals) are 
excluded.
[3] Alaskan cities and boroughs may levy local sales taxes from 1% to 6%.
[4] Food exempt from state tax, but subject to local taxes. In Louisiana, food will be 
exempt from state tax 7/1/03.
* *  Food taxed at lower rate.
*  Income tax credit allowed to offset sales tax on food.

Source: Compiled by the Federation of Tax Administrators from various sources.

FEDERATION OF TAX ADMINISTRATORS -- FEBRUARY 2003
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What Do Other States Charge?
The only states in the nation without a statewide sales tax are Alaska, Delaware, 
Montana, New Hampshire and Oregon. The others collect taxes that range from a low 
of 2.9% in Colorado to 7% in Mississippi, Tennessee and Rhode Island.

• In most states, the cities, counties, transit districts and other taxing authorities 
add their tax onto the state tax rate, with the states handling collection and 
enforcement, then disbursing the funds to the municipal agencies.

• State and city sales taxes are collected and administered separately in only a 
very few locations nationwide. Businesses prefer to deal with a single set of 
rules and a single taxing authority (reducing compliance costs to businesses).

Because of the cumulative effect of adding local sales taxes to the state tax, many 
states set a maximum overall rate.

• The highest combined state and municipal sales tax rate in the nation is in 
Alabama, with at least one community at 11%. Arkansas and Oklahoma are tied 
at second at 9.875%.

Most states —  28 of 45 —  exempt all or some food purchases from sales taxes, with 
three additional states charging a lower tax rate on foods.

• All states exempt prescription medicines from sales tax.
• Fewer than 10 states exempt non-prescription medicines from sales tax.

Most states allow businesses 10 retain a portion of their collections as reimbursement 
for the expense of collectirg the tax for the state.

• For those states that do allow a "discount" to businesses on their sales tax 
returns, the rate ranges from 0.5% of the amount collected to as much as 5% for 
businesses with small tax collections.

• One-third of the states set a maximum on the amount of money a business is 
allowed to retain.

O f those states with a general statewide sales tax, the tax provides an average of 
around 30% of the state’s overall general fund revenues.

Statewide Sales Tax -Alaska Department of Revenue -  April 23, 2003 Page 1



About one-third of Alaskans live in a community —  a city or a borough —  with a 
municipal sales tax. The rates for those 200,000-plus Alaskans range from:

• A low of 1 % in Tenakee and White Mountain.

• To a high of 7% in Wrangell, with a 6% rate in Petersburg, Cordova, Kodiak and 
Kotzebue.

The 97 cities and boroughs with a sales tax collected about $125 million in Fiscal Year 
2001, for an average of more than $600 per capita.

Each municipality has its own list of tax exemptions, limits and rules, such as a cap on 
the maximum amount of a single purchase subject to a sales tax (to ease the burden on 
purchasers of big-ticket items such as cars). There is no uniformity across the state. In 
this aspect, merchants likely would appreciate a state-governed sales tax program, with 
one sef; of rules statewide.

The Alaska Municipal League has gone on record opposing a statewide sales tax. The 
league’s members see the sales tax as historically the domain of municipalities in 
Alaska and do not want to lose control over the tax revenue or administration. Alaska 
communities with an existing sales tax also fear the economic damage that could be 
inflicted upon their cities and boroughs if the state were to impose a statewide sales tax 
on top of municipal taxes.

• For example, Wrangell and Petersburg, at 7% and 6%, respectively, believe 
merchants in their communities would lose a significant amount of business to 
out-of-state suppliers if residents were charged an 8%, 9% or 10% combined 
state/municipal tax.

Most municipalities allow for some form of exemption for senior citizens, though the 
process varies from city to city.

• For example, Juneau issues tax-exempt cards to seniors and then requires 
businesses to keep a log of all tax-exempt purchases. Wrangell uses a different 
approach. It issues seniors a $250-a-year sales tax rebate, rather than requiring 
businesses to keep a log and enforce the exemption.

Assuming the state controlled collection of the tax, the most efficient method for 
distributing the local tax back to cities and boroughs would be to determine the local 
share of the tax revenue —  for example, if Sitka had a 5% rate and the state had a 3% 
rate —  and then compute the local share of total collections and send out the check.

H ow  M a n y  A la sk a  C itie s  a n d  B o r o u g h s  A lre a d y  H ave a S a le s  Tax?
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H ow  M uch W o u ld  th e  S ta te  R a ise  fro m  a S a le s  T ax?

The Department of Revenue estimates the state would collect approximately:

• $110 million a year for every 1 % in a statewide sales tax on retail goods and 
services sold in Alaska, assuming no exemptions.

• $75 million a year if foods and medical goods and services were exempted.

Additional exemptions would reduce the tax burden on some residents and, 
consequently, reduce revenues to the state. Exemptions also could complicate 
administration of the tax. Arid, if the state exempted any goods or services already 
subject to municipal sales taxes, and then imposed its exemptions on municipalities, 
some cities and boroughs could see a drop in their tax revenues.

Is a Seasonal Sales Tax a Good Idea?
This is hard to judge, but it appears from Juneau’s sales tax records that sales are not 
as heavily weighted to the summer season as many people might expect. Permanent 
Fund dividends and the Christmas shopping season appear to help keep the volume of 
sales from leaning too heavily toward a summer surge.

t 'C (_ o 5  i S I c - b ' t - e  A C r - \  ^ - f  <J
Based solely on Juneau’s records, it appears a six-month seasonal tax might not 
generate much more than 50% to 55% of the year’s taxable revenues. And it could be 
less if local residents shifted their purchases to the no-tax season.

A seasonal sales tax, while intended to grab more tax revenues from summer visitors, 
could actually harm local businesses, particularly big-ticket merchants that depend on 
local sales. For example, would a heavy seasonal sales tax deter residents from 
making purchases locally during the summer season? Would it hurt car dealers, 
appliance and furniture stores and electronic shops? Would the sales return each fall?

Who Would Pay the Tax?
A sales tax is generally c-* isidered to be regressive, meaning that lower-income people, 
who spend a greater proportion of their income on local goods, would pay a larger share 
of their income in sales taxes when compared to higher-income people. Exemptions for 
medical care and other necessities would reduce but not eliminate this imbalance. And 
the state could use a credit system to somewhat reimburse lower-income households 
for taxes paid on food. Taxing all services also would help to lessen the proportion of 
the tax burden on lower-income households, as middle- and upper-income households 
generally purchase services more than households on limited income.

It's hard to say how much of the sales tax would be paid by visitors from out of state, 
although the Department of Revenue believes it would be in the range of 10% of total 
tax revenues for a tax in place for the entire year. Visitors spend heavily on gifts, food, 
lodging and tours, although federal law prohibits a state sales tax on air transportation.
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Businesses nationwide and other states are working hard to win nationwide adoption of 
a Streamlined Sales and Use Tax Agreement.

"It is the purpose of this agreement to simplify and modernize sales and use tax 
administrate n in the member states in order to substantially reduce the burden 
of tax compliance. ”

One of the key reasons for the push is to address the loss of state and municipal sales 
tax revenues to mail order and Internet commerce. The growth of mail order and 
Internet sales is costing states and municipalities billions of dollars a year in lost sales 
taxes. The retail industry has made it clear it wants to see a set of uniform sales tax 
rules nationwide as a condition of working with the states to collect taxes on interstate 
commerce. Alaska would not be in compliance with the nationwide effort if it adopted a 
state sales tax without the same exemptions and rules for municipal taxes statewide.

The agreement, which has been adopted by more than 20 states, requires:

"States to administer any and all sales and use taxes levied by local 
jurisdictions within the state so that sellers collecting and remitting these taxes 
will not have to register or file returns with, remit funds to, or be subject to 
independent audits from local taxing jurisdictions."

W hat is  th e  N a tio n w id e  S tr e a m lin e d  S a le s  a n d  U se  T ax A g r e e m e n t?

What Other Issues Should be Considered?
In addition to ouestions of local control, joining the nationwide streamlined sales tax 
campaign, and the risk of economic damage to communities that already have a heavy 
sales tax burden, other issues for the state to consider include:

• Taxable vs. non-taxable sales.
Food (prepared vs. unprepared) medicines (prescription vs. non-prescription), 
medical care (licensed cat? only or all care), sales by nonprofit organizations, 
and sales at vending machines are among the obvious issues.

• Senior citizen tax exemption.
No exemption, or exempt all purchases by seniors, or issue an annual rebate 
check? If purchases are exempt, should such tax-exempt purchases be limited?

• An exemption for purchases and/or sales by nonprofit organizations.

• Expectation for audits and enforcement. A stronger enforcement and audit 
program would add to the costs but would produce higher revenues to the state.

One other major issue to consider is the essential need for a "use tax” as part of any 
sales tax. Most states collect a use tax under the same set of statutes as their sales 
tax. This helps cover sales by nationwide retailers with a nexus (presence) in individual 
states, and allows the taxation of goods brought into the state. It is a matter of fairness. 
For example, it would allow taxation of office equipment brought into Alaska the same 
as a photocopier purchased in the state.
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H ow  M uch  W o u ld  it C o s t th e  S ta te  to  A d m in is te r  a S a le s  T a x?

The Department of Revenue estimates it would cost approximately $5 million a year to 
administer a statewide sales tax program, depending on the complexity of the tax, the 
number of exemptions, and the attention tc enforcement and audits. The cost of sales 
tax programs nationwide average around 2% of collections. At $5 million a year, Alaska 
would be within that range with a reasonable sales tax that raised $250 million per year

In addition to ann* 'I costs, there would be a first-year expense o f approximately $2 
million to set up the 'X program, including programming, offices, public and taxpayer 
educational program;., publications and tax forms, and a web-based filing system.
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S a le s  a n d  U s e  T a x e s  
T h e  B u i l d i n g  B l o c k s

P o lic y  Issues

W ha t is the nature o f  a sales and use tax?
•  T ax  on  con sum ption .
•  Sa les tax and u se  tax are com plem en tary . It is im portan t to  have the use tax in 

statute i f  the state want'; to co lle c t tax on pu rchases m ade  ou t o f  state and then  
brought into A la sk a , such as new  cars and trucks.

W ha t is im portan t in a g o od  sales and use tax?
•  Certainty.
•  S im p lic ity .
•  Fairness.

W h y  is it im portan t?
•  Business developm en t. A n  overly  com p lex  set o f  tax cod es  is bad  fo r  business.
•  C on sum er accep tance .

W ha t m akes a g o o d  sales tax?
•  A ffo rd ab le  rate.
•  B ro ad  base .
•  U nderstandab le  rules.

Technical Issues

1. W h a t is in c luded  in the tax base , and is it p roperly  de fin ed? S om e  exam ples o f  
prob lem  areas that need w orkab le  defin itions in statute.

•  “ T an g ib le  personal p roperty .”  S u ch  as so ftw are? D o e s  it depend w hether the  
softw are is o f f  the shelf, custom ized o r d ow n k  aded from  the internet?

•  Intangible property . Su ch  as copyrights o r  tradem arks o r  the sale o f  business 
goodw ill.

•  Serv ices . D o e s  this in c lude m ortgage interest, bank fees o r  insurance?
•  R ea l property  is not taxed through sales/use tax , but is sta tionary m ach in ery  at a 

business con sidered  personal property or real property ?
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2 . T o  what extent are business inputs taxed?

•  C om m on  exem ptions.
o  “ Sa les fo r resale”  generally are exem pt from  sales taxes, bu t d o  not 

genera lly  in c lude the fo llow ing :
■ Prom otiona l item s to be given away.
■ F illing  m aterial purchased by  a dentist.
■ Leather purchased by  a shoe  repairm an, 

o  M anufactu ring .
■ H ow  is “m anufactu ring”  defined? M an y  states requ ire  that the 

process “ transform ”  one m aterial into a d ifferen t m ateria l.
■ W hat is the po in t at w h ich  p roduction  beg in s and ends? A re  all o f  

the com ponen ts o f  the p roduction  process  tax exem pt? M os t states 
say p roduction  begins w ith the w ithdrawal o f  raw  m aterials from  
storage and ends w her fin ished g ood s  are taken to storage w ith in  
the plant. T h e  next sale o f  the goods then is taxable .

•  H ow  integral to m anufacturing p rocess m ust an input be fo r it to  be  
considered taxable?

•  U s e  tax. G enera lly , the use tax is applied against: 
o  C on sum ab les .
o  Se lf-con stru cted  assets, 
o  A ssets b rought in from  other states.

•  C on side r:
o  D ire c t-p ay  perm its fo r  businesses to rem it use taxes, such  as con tractors  

and others w ith a significant am ount o f  tax -exem pt use o f  g o od s  (su ch  as a 
m anufactu rer o r  refinery ). F o r exam ple , raw  m aterial used at a w eld ing  
shop  w ou ld  be tax exem pt but not the paper o r  toner for the photocop ie r .

3 . W ha t issues arise w ith com m on  exem ptions?

•  F ood . P repared food  vs. g roceries? Is restaurant po ta to  salad treated the sam e  
as g roce ry  deli po ta to  salad and the sam e as p repackaged p o ta to  sa lad? I f  
candy is excluded , are m arshm allow s considered candy? O r  does it depend on  
the size o f  the m arshm allow s? Is food  from  the de li counter exem pt even i f  
the pu rchaser sits dow n and eats in the fo cd  cou rt ju s t  as it w ere a restaurant?

•  M ed ic in e . W ha t abou t herbal supplem ents? O ver -th e -coun te r drugs?
•  M ed ica l. V eterinary serv ices? M assag e  therapy? In clude prescrip tion  glasses?  

W hat abou t the drugstore m agn ify ing glasses?
•  U tilitie s . W ha t about self-generated electric ity? Fuel go ing  into generators?
•  C lo th in g . Safe ty  gear o r  rece iv ing blankets so ld  by  a m idw ife?  W ig s?
•  Bund ling . I f  taxable and non -taxab le items are so ld  as a unit, h ow  is it taxed?
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4 . W h o  shou ld  co lle c t tax on charitab le gam ing? T h e  opera to r o f  the gam e that-sells the 
pu ll-tabs to p layers , o r  the d istributor that sells the bu lk  pu ll-iab s  to  charities?

5. C ha llenges to  s im p lic ity . T h ese  are p o lic y  calls that cou ld  com p lica te  adm inistration , 
co llection  and en forcem en t o f  a sales and use tax.

•  Sa les tax ho lid ays .
•  C ap s , su ch  as a lim it on  the taxable am ount o f  a s ingle transaction . D efin e a 

single transaction? W ha t about a 6 0 -m on th  ca r lease? Is each  m on th ’ s paym ent a 
transaction? W ha t abou t businesses that keep an in vo ice  open  fo r favored  
custom ers to  take advan tage o f  the cap ? A nd w hat abou t p ro fession a l serv ices? 
Does the cap  app ly  to  the law  firm ’s entire b illin g  fo r  the m on th , o r  fo r  each p ie ce  
o f  v. ork  done fo r  the c lien t?

•  M u ltip le  rates.
•  D iffe r in g  tax bases in lo ca l ju r isd ic tion s . T h is  raises the issue o f  state ju r isd ic tion  

over sales and use tax exem ptions and adm in istration statew ide. Is it fa ir to 
expect a statew ide business to operate under 1 0 0  d ifferen t tax codes?

6 . H ow  w ill spec ia l sale situations b e  handled?
•  L eases : Is the tax co llected  up fron t o r  on  paym ent?
•  C asua l o r  o cca s ion a l sales. S u ch  as G irl S cou t c o ok ie  sales and garage sales.
•  M ergers and acqu isition s . D o  w c rea lly  want to try co lle ctin g  a sales tax on a sale  

such as B P ’ s sale o f  A R C O  assets to  Ph illip s?
•  Bartering . C an  the state co lle c t a sales tax on  bartered g ood s?

7 . W il l lo ca l sa les taxes be adm in istered by  the state? W ill the state charge  
m un icipalities fo r  adm in istering and co llectin g  their share o f  the taxes?

8. W h a t  adm in istia tive p rov is ion s are necessary to ensure goa ls o f  certain ty and fairness?
•  R eg istra tion  o f  sellers. T h is  w ou ld  a llow  the state to m on ito r taxpayer 

com p lian ce . T h is  cou ld  a lso s im p lify  the p rocess fo r  c la im ing  an exem ption for 
good s  fo r  resale .

•  C an  a se lle r f ile  an extension fo r  return?
•  A llow  o r  requ ire  con so lida ted  returns?
•  W ha t accoun tin g  m ethod  is perm issib le?
•  A re  inactive sellers requ ired to file?
•  A re  d iv is ion -o rg an ized  sellers a llow ed  to file by d iv is ion ?
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9. W h y  is use tax im portan t? Is this fuss all ab ou t a pa ir o f  sh oes  bough t in Seattle?
•  Equal treatm ent o f  taxpayers. Is it fa ir fo r  one A laskan  to avo id  the tax by  

shopp ing ou t o f  state?
•  Businesses are the largest payors under a use tax.

10 . W h a t can be  d on e  abou t the regressiv ity o f  a sales tax?
•  T ax ing  serv ices , and not ju s t  goods , w ou ld  he lp  spread the tax burden across 

m idd le - and up pe r -in com e  househo ld s that tend to spend m o re  on serv ices than 
low -in com e  househo ld s .

•  G roce ry  cred it. Perhaps a  cred it based on  fam ily  size instead o f  a food  exem ption  
w ou ld  ach iev e  the sam e pu rpose , w h ile  av o id in g  the de fin ition  o f  tax-exem pt 
food .

11. W h a t can the nationw ide S tream lined Sa les T a x  P ro je c t d o  fo r  us?
•  P rov id e  standard defin itions to  m ake tax adm in istration  eas ier and m ore  business 

friendly .
•  U n ifo rm  sou rc ing  rules . T h is  applies to determ in ing the sou rce  o f  the taxable 

transaction , w h ich  is an im portan t issue in  interstate com m erce .
•  C lear adm in istrative prov is ion s already articu lated .

12. Is the internet sales issue im portan t to A la sk a?  Y e s , e sp ec ia lly  in A lask a  where 
consum ers re ly  heav ily  on ca ta log , phone and internet orders . B u t there are federal legal 
restrictions to taxing sales p la ced  w ith ou t-o f-s ta te  com pan ies —  w h ich  is som ething the 
Stream lined Sa les T ax  P ro je c t is try ing to reso lve so that states and m un icipalities can 
co lle c t revenue from  such  sales.
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The Streamlined Sales Tax Project is an effort created by state governments, 
with input from local governments and the private sector, to simplify and 
modernize sales and use tax collection and administration. The Project's 
proposals include tax law simplifications, more efficient administrative 
procedures, and emerging technologies to substantially reduce the burden of tax 
collection. The Project’s proposals are focused on improving sales and use tax 
administration systems for both Main Street and remote sellers for all types of 
commerce.

Thirty-nine states and the District of Columbia are involved in the Project. Thirty- 
six states and the District of Columbia are voting participants in the Project 
because their legislators have enacted enabling legislation or their governors 
have issued executive orders or similar authorizations. Three states are non­
voting participants in the work of the Project because they do not have the formal 
commitment of the state executive or legislative branches, but are still 
participating. Forty-five states and the District of Columbia impose a sales and 
use tax.

The Project was organized in March 2000. The Project is conducting its work 
through a steering committee with co-chairs, four work groups, and a number of 
sub-groups. Project participants are generally state revenue department 
administrators but there are also representatives of state legislatures and local 
governments. Businesses —  including national retailers, trade associations, 
manufacturers, direct marketers, telecommunications companies, leasing 
companies, technology companies, printers, accounting firms, and others —  
have actively participated in the Project by offering expertise and input, reviewing 
proposals, suggesting language, and testifying at public hearings.

The goal of the Streamlined Sales Tax Project is to provide states with a 
Streamlined Sales Tax System that includes the following key features:

• Uniform definitions within tax laws. Legislatures still choose what is 
taxable or exempt in their state. However, participating states will agree to 
use the common definitions for key items in the tax base and will not deviate 
from these definitions. As states move from their current definitions to the 
Project’s definitions, a certain amount of impact on state revenues is 
inevitable. However, it is the intent of the Project to provide states with the 
ability to closely mirror their existing tax bases through common definitions.



• Rate simplification. States will be allowed one state rate and a second state 
rate in limited circumstances (food and drugs). Each local jurisdiction will be 
allowed one local rate. A state or local government may not choose to tax 
telecommunications services, for example, at one rate and all other items of 
tangible personal property or taxable services at another rate. State and local 
governments will accept responsibility f-.r notice of rate and boundary 
changes at restricted times.

• State level tax administration o f all state and local sales and use taxes.
Businesses will no longer file tax returns with each local government within 
which it conducts business in a state. Each state will provide a central point 
of administration for all state and local sales and use taxes and the 
distribution of the local taxes to the local governments. A state and its local 
governments will use common tax bases.

• Uniform sourcing rules. The states will have uniform and simple rules for 
how they will source transactions to state and local governments. The 
uniform rules will be destination/delivery based and uniform for tangible 
personal property, digital property, and services.

■ Simplified exemption administration fo r use- and entity-based
exemptions. Sellers are relieved of the “good faith” requirements that exist 
in current law and will not be liable for uncollected tax. Purchasers will be 
responsible for paying the tax, interest and penalties for claiming incorrect 
exemptions. States will have a uniform exemption certificate in paper and 
electronic form.

• Uniform audit procedures. Sellers who participate in one of the certified 
Streamlined Sales Tax System technology models will either not be audited 
or will have limited scope audits, depending on the technology model used. 
The states may conduct joint audits of large multi-state businesses.

• State funding of the system. To reduce the financial burdens on sellers, 
states will assume responsibility for funding some of the technology models. 
The states are also participating in a joint business -  government study of the 
costs of collection on sellers.

The Project proposes that states change their sales and use tax laws to conform 
with the simplifications as proposed by the Project. Thus, the simplifications 
would apply to all sellers. Sellers who do not have a physical presence or 
"nexus" are net required to collect sales and use taxes unless Congress chooses 
to require collection from all sellers for all types of commerce. Sellers without a 
physical presence can volunteer to collect under the proposed simplifications. 
Registration by sellers to voluntarily collect sales and use taxes will not infer that 
the business must pay business activity taxes, such as the corporate franchise or 
income tax.



The Streamlined Sales Tax System will provide sellers the opportunity to use one 
of three technology models. A seller may use Model 1 where a Certified Service 
Provider, compensated by the states, will perform all of the seller's sales tax 
functions. A seller may use Model 2, a Certified Automated System, to perform 
only the tax calculation function. A larger seller with nationwide sales that has 
developed its own proprietary sales tax software may use Model 3 and have its 
own system certified by the states collectively. However, some sellers may 
choose to continue to use their current systems and still enjoy the benefits of the 
Project's simplifications.

The Streamlined Sales Tax Project envisions two components to the legislation 
necessary to accomplish the Project’s goals. First, states would adopt enabling 
legislation referred to as the Uniform Sales and Use Tax Administration Act 
(“Act"). The Act allows the state to enter into an agreement with one or more 
states to simplify and modernize sales and use tax administration in order to 
reduce the burden of tax compliance for all sellers and all types of commerce.
The Act does not require any amendments to a state's sales and use tax law.

Secondly, states would amend or modify their sales and use tax laws to achieve 
the simplifications and uniformity required by the participating states working 
together. The Project refers to this legislation as the Streamlined Sales and Use 
Tax Agreement ("Agreement"). Some states will require only minor changes to 
current 'aw to implement the requirements of the Agreement. Other states with 
more complicated sales tax laws may require significant changes to current law 
to be in accord with the Agreement.

A certificate of compliance will document each state's compliance with the 
provisions of the Agreement and cite applicable statutes, rules or regulations, or 
other authorities supporting such compliance. Public notice and comment will be 
provided before a state becomes part of the interstate Agreement. A state is in 
compliance with the Agreement if the effect of the state's laws, rules or 
regulations, and policies is substantially compliant with each of the requirements 
of the Agreement. If a state is found to be out of compliance with the Agreement, 
it will not be accepted into the interstate Agreement or will be sanctioned or 
expelled by the other participating states. In a voluntary system, sellers who are 
voluntarily collecting sales taxes for participating states may decide to no longer 
collect for the expelled state. Also, that state may not have a vote on changes in 
the Agreement.

A governing board will be comprised of representatives of each member state of 
the Agreement. Each member state is entitled to one vote on the governing 
board. The governing board is responsible for interpretations of the Agreement, 
amendments to the Agreement, and issue resolution. A State and Local 
Government Advisory Council and a Business and Taxpayer Advisory Council 
from the private sector will advise the governing board.



On November 12, 2002, thirty states and the District of Columbia approved the 
interstate Agreement provisions. States will move forward in 2003 and enact the 
conforming legislation. The Agreement will become effective when at least ten 
states with twenty percent of the total population of all states imposing a state 
sales tax have enacted the conforming legislation and are found to be in 
compliance with the requirements of the Agreement.

It's anticipated that states that enact the conforming legislation and are found to 
be in compliance with the Agreement will continue as the governing states of the 
interstate Agreement of the future.

The project website is www.streamiinedsalestax.org.

http://www.streamiinedsalestax.org
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