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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 ()] (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:

(@ 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:
() 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:
@ 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
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AS 29.45.020. In providing notice under this subsection, the assembly shall substitute
for the millage equivalency its estimate of the equivalent sales tax rate for each of the
categories of financial assistance set out in AS 29.45.020. Notice shall be provided

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

(2) if there is no newspaper of general circulation in the borough, by
posting a copy of the notice for at least 20 days in at least two public places in the
borough, with posting to occur not later than 45 days after the final adoption of the
borough's budget.

*Sec. 11. AS 29.45.700 is repealed and reenacted to read:

Sec. 29.45.700. Power of levy. A city may levy a sales and use tax in the
manner provided for boroughs under AS 29.45.650 - 29.45.680 and subject to the
same limitations.

*Sec. 12. AS 29.45.810(a) is amended to read:

(@ A party to a contract approved by the legislature as a result of submission
of a proposed contract developed under AS 43.82 or as a result of acts by the
legislature in implementing the purposes of AS 43.82, and the property, gas, products,
and activities associated with the approved qualified project that is subject to the
contract, are exempt, as specified in the contract, from all taxes identified in the
contract that would be levied [AND COLLECTED] by a municipality under state law
as a consequence of the participation by the party in the approved qualified project.

*Sec. 13. AS 43.05.499(11) is amended to read:
(11) "“taxpayer" means a person required to pay, collect, or account
for a tax, including a person required to pay a seafood marketing assessment under
AS 1*5].
*Sec. 14. AS 43.40.010(a) is amended to read:

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

otherwise transferred within the state, except that

(1) the tax on aviation gasoline is four and seve”-’eths cents a gallon;
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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) -
() 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
mi [(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
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() 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
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) -
() 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) [())] s 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-
New Texc Underlined [DELETED TEXT BRACKETED]



o b~ WP

(o))

10
11

12

14

16
17

20
21

22

23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 23-L.S1064YV

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

o) 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:

(@ The proceeds of the revenue from the tax on all motor fuels, except as
provided in (e), (), (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
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collected under (a) and (b) of this section, excluding the amounts collected under
@@®@) - @ 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
[(D] for fuel exempted under AS 43.40.100(2)(C) or {HQ[(J); AND
(2) FOR FUEL EXEMPTED UNDER AS 43.40.100(2)(1) 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:
(@ 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
agallonif

(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:
) "motor fuel" means fuel used in an engine for the propulsion of &

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
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(i) to foreign countries; or
(i)  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;
(D FUEL USED TO HEAT PRIVATE OR COMMERCIAL
BUILDINGS OR FACILITIES;
(D] 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;
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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

@ 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
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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.

-11- CSHB 293(FIN)
New Text Underlined (DELETED TEXT BRACKETED]



a b~ w N

(o))

10
11

12

14
15
16
17
18
19
20

21

22

23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT

Sec. 43.44.030. Presumption of taxability; sales price and purchase price.
(@ 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 asale 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.

(© 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
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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-I, 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
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intend to engage in the business of selling or leasing the same or a similar property or
service is exempt from the sales tax and use tax. Occasional sales include sales that
are occasional but not continuous and that are made for the purpose of fundraising by
nonprofit organizations, including youth clubs, service clubs, and fraternal
organizations.

Sec. 43.44.150. Exemption for personal effects. The use by an individual of
personal or household effects brought into the state for the establishment by the
individual of an initial residence in this state and the use of property brought into the
state by a nonresident for the nonresident's own nonbusiness use while temporarily
within this state is exempt from the use tax.

Sec. 43.44.155. Exemption for motor vehicles, watercraft, aircraft, and
mobile homes. The sales price or purchase price of a motor vehicle, watercraft,
aircraft, or mobile home in excess of $5,000 is exempt from the sales tax and use tax.
For purposes of this section, "motor vehicle™ has the meaning given in AS 28.40.100.

Sec. 43.44.160. Sales for resale, (a) A sale for resale is exempt from the
sales tax and use tax if the subsequent sale is made

(1) in the ordinary course of business and subject to tax under
AS 43.44.010(a); or

(2) to apurchaser who delivers to the reseller an exemption certificate
for that sale.

(b) A transaction among affiliated persons that report their income under 26
U.S.C. on asingle consolidated return is exempt from the sales tax and use tax.

() The operation of ajoint interest or partnership by one of the partners or
interests on behalf of the joint interest or partnership is exempt from the sales tax and
use tax.

Sec. 43.44.170. Exemption for the conveyance and improvement of real
property. The sale, lease, and rental of real property are exempt from the sales tax
and use tax.

Sec. 43.44.180. Manufacturing and natural resource extraction, (a)
Property and services used for operation and maintenance by a person engaged in
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) 1is 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(0)(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 AS43.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 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.

(0> 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) Ifa 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) Aretailer 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.

(©) 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 areturn.

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

(1) aretailer 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.

(o)} 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, (@ 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 atax 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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1 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.*

N

3 (d) A successor is not liable for any tax due from the person from whom the
4 successor acquired a business or stock of goods if (1) the successor gives written
5 notice to the department of the acquisition; and (2 7 an assessment is not issued by the
6 department against the former operator of the business within six months after receipt
7 of the notice from the successor. If an assessment is issued by the department and a
8 copy of the assessment is not mailed to the successor, the successor is not liable for the
9 tax due.
10 Sec. 43.44.390. Tax as debt (a) The tax imposed by this chapter and related
11 interest and penalties become a personal debt of the person required to file a return
12 from the time the liability arises, regardless of when the time for payment of the
13 liability occurs.
14 (b) If the personal representative of an estate has voluntarily distributed the
15 assets held in that capacity without reserving sufficient assets to pay the taxes, interest,
16 and penalties, the personal representative is personally liable for any deficiency, to the
17 extent permitted under AS 13.16.
18 (c) This section applies to corporate officers, directors, or shareholders
19 required by the department to personally guarantee the payment of the taxes for their
20 corporation. The officer or employee of a corporation whose duty it is to collect,
21 truthfully account for, and pay to the state the taxes imposed by this chapter and who
22 fails to pay the taxes is liable to the state for the taxes imposed by this chapter and the
23 penalty and interest due on the taxes.
24 Sec. 43.44.400. Refunds and credits. The department may credit or refund
25 overpayments of taxes, taxes erroneously or illegally assessed or collected, penalties
26 collected without authority, and taxes that are found unjustly assessed or excessive in
27 amount, or otherwise wrongfully collected. The department shall set limitations,
28 specify the manner in which claims for credits or refunds are made, and give notice of
29 allowance or disallowance. When a refund is allowed to a taxpayer, it shall be paid
30 out of the general fund on a warrant issued under a voucher approved by the
3l department.
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1 Acrticle 4. General Provisions.
Sec. 43.44.490. Authority to enter streamlined sales tax agreement, (a)

N

3 The department is authorized and directed to enter into the Streamlined Sales and Use
4 Tax Agreement with one or more states to simplify and modernize sales and use tax
5 administration in order to substantially reduce the-burden of tax compliance for all
6 sellers and for all types of commerce. In furtherance of the Streamlined Sales and Use
7 Tax Agreement, the department is authorized to act jointly with other states that are
8 members of the Streamlined Sales and Use Tax Agreement to establish standards for
9 certification of a certified service provider and certified automated system and
10 establish performance standards for multistate sellers.
11 (b) The department shall adopt regulations implementing this chapter
12 consistent with the Streamlined Sales and Use Tax Agreement.
13 (c) The department is authorized to take other actions reasonably required to
14 implement the provisions set out in this section. Other actions authorized by this
15 section include the joint procurement, with other member states, of goods and services
16 in furtherance of the cooperative agreement.
17 (d) The department or the department's designee is authorized to represent this
18 state before the other states that are signatories to the Streamlined Sales and Use Tax
19 Agreement.
20 Sec. 43.44.492. Electronic registration, filing, and forms, (a) The
21 department may participate in any electronic sales and use tax registration system
22 made available in cooperation with ether states through the Streamlined Sales and Use
23 Tax Agreement.
24 (b) The department may use and accept a standard electronic exemption form
25 made available in cooperation with other states through the Streamlined Sales and Use
26 Tax Agreement.
27 (c) The department may prescribe and provide for use of forms, certificates,
28 permits, and other documents required under this chapter in electronic format,
29 including the use of electronic signatures and authentications, and for electronic filing.
30 Sec. 43.44.494. Field offices. The Department of Revenue may contract with
31 a municipality that, on the effective date of this section, levies a sales and use tax to

CSHB 293(FIN) -24-
New Text Underlined [DELETED TEXT BRACKETED]



o g A W N

© o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

WORK DRAFT WORK DRAFT 23-L.S1064W

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) atransfer 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;

(®)) 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) aperson'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;
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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 atrade-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;

(i) 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 of 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 will become an ingredient or component part of 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 of food,

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

admission to exhibitions; the use of a comp”'— computer time, a computer
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 of 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

CSHB 293(FIN) -28.
New Text: Underlined [DELETED TEXT BRACKETED]
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read:
TRANSITIONAL PROVISIONS, (a) The Department of 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 of the provision

being implemented.

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

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 if a bill passed by the Twenty-Third Alaska State Legislature
providing for the levy and collection of atax on motor vehicle rentals is enacted into law.

* Sec. 26. If 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 effectimmediately 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.

20- CSHB 293(FIN)
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7b: Rep. Bltt K 1lllirm, Chairman
Members ifHouse Finance Committee

From: Dixie Hcod
nSOV| m Drive

Juneau J9601
Subject: HB 2! 3 (Sale* Tax) My writl«n teetimooy - Enter Inti i Committee record

tstrorxjly 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 spend a larger portion of tt sir Income on goods and sendees
These are the viry same people who wfil also be most strongly mpacted by cuts to health end social sendees programs. I Is
not a just solution.

Intoll, 2001,1 partfclpated In a community meeting hare In Jum @au, designed to explore tax attemattves to close the fiscal gap
It was led by R ipresentatlvee Bill Hudson and Bath Kerttuta Senator Kim Elton. Bill dortous and some Staff from State
Revenue also f artlclpated as wt compered cost variances different terms of taxes'and sought to work out a solution
that would do t re Job and be the moet fair to the most Alaekanfc There was 100% opposition to a State sale taxi 7he
recommended ax peckage that emerged Included an Income tax based on a percentage df our Federal Income tax, as in the
past, plus gas, alcohol and cigarette taxes end a cruiseshlp pcsserrger head tax. Noone likes taxes, but everyone believed a
progressive hepme tax wes far preferable to a sales tax m the!cornerstone of our comprehensive proposal.

For those of u&lin Juneau and other towns with an existing loci 1salat 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 witp 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 r an entire package oftaxer that support our government
sendees. This could also Include esmings from the Permaner | Fund | voted against uslrg this Inthe past only because it
was NOT part rfa comprehensive package. Hacking away at mportent services and such things as the Longevity Program,
and doing a pic cemeal patchwork on tire taxes and such Is nol an acceptable solution. Please, have tha political courage to
do the right arx responsible thing tor us. Income tax, not sale:;tax 1



s 190 <71Vl

AMENDMENT \
To: CSHB/93(FIN) Version X

Offered In House Finance
Hy: Representative Hawker

Pg. 16, linc/k "
inserl after “the sale”, add “and transportation"

Vito LXI

1,0,.. i" a e r (

D AN rt-WL COIASTIieiACTfiOon

u tte -a-



amendment D -

OFFERED IN HOUSE FINANCE COMM
BY REPRESENTATIVE KERTTULA /

TO: CS HB 293 (FIN) version “W" /

Page 15, lines 19: /
Delete: “motor vehicles, watercraft, aircraft, and”

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



AMENDMENT

OFFERED IN HOUSE FINANCE COMMITTEE
BY REPRESENTATIVE

TO: CS HB 293 (FIN) version “W”

Page 15, lines 4-5:

Delete all text.



AMENDMENT

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 MO 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
To: CSHB 293 (FIN) v M0.SC5

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.



Thar* in two plaoes wh*r* an amendment allowing local taxation of ftiai tales may be
inserted. The most logical place to insert aching™* allowing local taxation is in Section 12. This
alio creataa | vehicle where other type* o'taJej we would like to continue to tax could be
inserted, One possible political strategy U to Insert a number ofsuch hems and then bargain them

away to and up with just the motor fea] ham.

One query such an amendment will raise ii “who collects this additional local tax".
Bus{raises will want to deal with a single collector. Tha State may not want the “burden” of
making special calculations o f a differential rata on fuel sales. It makes most sense to leave
collection responsibility with the State. Fuel sales are made by a discrete number o f vendors in
rural Alaska. Those vendors may have to submit a separate fcrmfbr sales made in aach city that
taxes fed sales, however, it k bksty state-wide businesses separately account for sales at each
location already. Tha main concern of business should be not having to submit returns to two

different last collecting entities.

Section 2945853. General Sale* and Use Tax. %

(c) A tax authorized under this section shall be administered and collected by the State
under AS 43.44. The exwnptionsto a tax authorized under this Chapter shah be identical to those
provided In AS 43.44 with the ftOowlntt ttcsotiofls:

) aviation gasoline subject to tax under AS 43.40 mav be taxedbv a
rnw p«%

(2) fa or on wataraaft of tfl description mbiect to tax under
AS 43.40 mav be taxed hv a mniktoalltv:

(fa) a_viaar]n flial othcrv _tlhan tunimo mbiccttotix under AS 43.40 mav be
Pl |ty,

tiManvimuni

Civ) motor feel mad to operate an internal combustion engine subject to tax
undar AS 43.40 that U also subiact to a rafend under AS 43.40.030(4) mav

be taxed fryununlriptifty.

See. 44.43.200 Esemptioa for transactions subject te ether taxes.

(a) Motor feel transactions lubjsct to tax under AS 43.40 ire exempt from the
tiles tax and use tax levied numiant to this C hanf. however, iviation pnolina. aviation feel
than gudiM *»*»mad in and nnaattcem™ of all descriptions and motor feel to

operate an internal combutilon engine for wMch a reftind ie avsilahla under AS 43 40 03DfYI
trinnctions nibiect to tax isndir AS 43.40 mav be taxed bv a namicipalitv

O fooursa, tha bast amandment is to simply delete section (a) from AS 44,43.200 entirely.
| assume the political landscape does not allow this.



CSHB293(FIN) - Sales & Use Tax - FN#2
May 16, 2003
Department of Revenue - Page 3 of 3

TIrs legislation wouldprovide exemptionsfrom 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.

e The tariffon oil and gas pipelines.
¢ Goods moved in state as part of interstate or foreign commerce.

« Sales to federal, state and local government agencies, and sales by government agencies
— except for sale of utility sendees to consumers.

¢ Sales to or by IRS-approved 501(c)(3) charitable organizations.

e Sales/services by licensed health-care providers, prescription drugs.

¢ Child-care services.

¢ Purchases with food stamps.

¢ All fuel subject to the state excise tax is exempt from the new sales and use tax.

e 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.
e 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).

Pago 3 of 3



adopkcl
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.”

DR M5 Jda ad KEKF LA YU b I S S S S S A SR

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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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2003 LEGISLATIVE SESSION Bill Version: CSHB 293 (W&M)
() Publish Date:

Revisiion Date/Time (Note ifcorrection)- __ Dept. Affected; Law
Title “"An Ac! relatirg to a state sales and BRU Gl Divisian
use tax: .. Incressing lhe motor flel tax - . Component Commercial
Sponsor House Ways & Means Committee
Requester House Finance Committee Component No. 2211
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not incluce inflain unless otherwise noted belov._————
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
Trael 10 10 10 10 10 10
Contractial A4 A4 A4 A#AA4 A4 3ra
Supplies 4.6 4.6 4.6 4.6 4.6 4.6
Equipment 13.0
Land & Structures
Grants & Claims
Miscel laneous

TOTAL OPERATING 300.0 287.0 287.0 287.0 287.0 287.0
CAPITAL EXPENDITURES
CHANGE INREVENUES ( ) | |
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/MVental Health

Other (Quecify Type-Do rot ddoreviate)

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) iffunding for this hill is included Inthe Governor®s FY 2004 budget proposal: L
POSITIONS
Full-tire 2 2 2 2 2 2
Part-time
Temporary

ANALYSIS: (Attach a separate pace if necessary)
This hilll creates a statewide sales and use lac

The Department of Law willl advise the tax division on lagpl matters pertaining to sales and use taxes, and day-to-day
adninistrative 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 inplace, we anticipate the services of two
full-tire equivalent attomey positios will be necessary to handlle the new workload generated by the new tax

Prepared by:  Joan M. Kasson Phone (907) 465-5370
Divisin Attomey Gereral *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

(Rsvh»09C0020M0) Page lof 1



FISCAL NOTE

STATE OF ALASKA

Fiscal Note Number:

2003 LEGISLATIVE SESSION Bill Version: CSHB293(FIN)
() Publish Date:
Revision Date/Time (Note ifcorrection): Dept. Affected: Revenue
Tide State Sales Tax and Use Tax "bru Revenue Operations
Component  Tax Division

Sponsor House Ways and Means Committee
Requester House Finance Committee Component No. 2476
Expendi tures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY2008 FY 2009
Personal Services 2.4%.4 3.881.5 3,831L.5 3,831.5 3,831.5 3.831.5
Trawvel 8.0 75.0 75.0 75.0 75.0 7.0
Contractual 839.5 995.0 995.0 995.0 995.0 995.0
Supplies 76.3 2.0 2.0 92.0 2.0 2.0
Equipment 525.0 67.5 15.0 15.0 15.0 15.0
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 4,072.2 5,111.0 5,088.5 5,058.5 5,088.5 5,058.5
CAPITAL EXPENDITURES 1,900.0 400.0
CHANGE INREVENUES ( ) | 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 5,972.2 5,511.0 5,058.5 5.068.5 5,088.5 5,058.5
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Soecify Type-Do rot ddreviate)

TOTAL 5,972.2 5,511.0 5,088.5 5,058.5 5,088.5 5,058.5

Estimate of any current year (FY2003) cost: 150.0
Mark this box (X) iFfunding for this kil is included in the Governor®s FY 2004 budget proposal :
POSITIONS
Full-ame 67 74 74 74 74 74
Part-tine
Temporary
ANALYSIS: (Attach a SBonmlo nana itnnr.ns.s/trv)

This legislation would put into effect a 3% state sales 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 Harlarert, Robynn Wilson and Brott Fricd Phone 465-5469

Division Tax Division Date/Tima 5/16/03 8:06 AM
Approved by:  Larry Rersily, Deputy Commissioner. Date 5/16/2003

Agency Department of Revenue J-

(Ratiod &7002 omdl) Page 1of_3__



CSHB293(FIN) - Sales & Use Tax

May 16, 2003
Department of Revenue - Page 2 of 3

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 orjet 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 in AS29.60.

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 srate/municipal cap.

Provide that municipalities with alocal 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, 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 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 S5,000 o f 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.

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.



CSHB293(FIN) - Sales & Use Tax

May 16,2003
Department of Revenue - Page 3 of 3

This legislation wouldprovide exemptionsfrom 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 of interstate or foreign commerce.

« Sales to federal, state and local government agencies, and sales by government agencies
— except for sale of 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.

« All 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).
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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 fJanuary
1,2004; and

WHEREAS, Tins bill levies athree 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 of the bill; and

WHEREAS, The Kenai Peninsula Borough levies a 2% sales tax and the City of Homer
levies a 3.5% sales lax for atotal of 5.5% sales tax in Homer; and

WHEREAS; Adding an additional 3% sales tax would have significant economic impacts
on the City of Homer 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 will 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 of May, 2003.

CITY OF HOMER
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Alaska State Legislature
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05/14/03 WED 13:03 FAX 1 907 274 0551 NEA-ALASKA

A laska

Natio e EcLcationAssagdtion

TO: Representative John Harris
Co-Chair House Finance Committee
Representative Bill Williams,
Co-Chair House Finance Committee
Representative Mike Hawker
Co-Chair House Ways and Means Committee
Representative Jim Whitaker
Co-Chair House Ways and Means Committee

FROM: RichKronberg
President NEA-Alaska

RE: Adequate Funding for Educationand New Revenue Streams
DATE: May 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 of New Business Items.
New Business Item 99-84 states in part:

99-84: Adequate Funding for Alaskans: NEA-Alaska shall lobby the legislature to seek ways to
ensure adequate funding for education, which may include, but not limited to a state sales tax, (or
a) state income tax.

Based on this New Business Item, NEA-Alaska wishes to voice its supportlor the work being
done by the House Ways and Means Committee to create a new revenue stream tliat can be used
to support public schools in our state. As 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 ofour students an opportunity to meet state standards and all of our schools to meet the
requirements ofthe federal No Child Left Behind Act. During the course ofthis legislative
session, our members have met with you and other legislators to ask for support for providing all
our students with this opportunity. We have heard a virtually unanimous support for that level of
ftmding provided it could be done within the parameter set by Governor Murkowski o fnot
withdrawing more than S400 million from the Constitutional Budget Reserve. It is clear that the
creation ofa new revenue stream, such as the statewide sales tax that is being discussed, will
provide the legislature with the opportunity to meet our goal ofa S4280 BSA.

Wc 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’ children are Alaska’s future.

ANCHORAC . F REGIONAL OFFICE « 18405. Bnjjiw Stret, uite 100 «Andorige, Alula 99508 « (907) 274 0536 = FAX: (907) 274 0561
JUNEAU OFFICE = 114 Second Strest = Juresu, AJ.uto 99801 = (907) 536-3090 = FAX: (907) 586-2744
FAIRBANKS REG IONAL OPF1CB = 2118 S. Cudurun Strest = Fairfeirb, AJuki 99/01 = (y07)456-443S = FAX: (907) 450-2159
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DOL DCED
Scavera ADF&G
(fish tickets)
DCED
Fisk/
Haight
DCED
Johnson
ASMI
Riutta
DCED ASMI UA-MAP
Johnson ADF&G
DEC
DCED DOT UA-MAP
Johnson ADF&G AFDF
ASMI Industry - advice
DCED ASMI UA-MAP
Johnson AFDF
Industry-advice
DCED ADF&G UA-MAP
Fisk/ DOT UA - FITC
Haight AFDF
Industry- advice
DCED DOT UA-MAP
Fisk/ UA - FITC
Haight AFDF
Industry - advice
DCED
Winegar
DCED DOL ARDORS
Fisk Scavera SBDC

Other economic
development engines

Eligible Applicant
Fishermen and crew

Communities that
received fish tax

Approved marketing
vendor

Quality assurance
providers

Processors and
transportation
companies

Private companies
and research
institutes.

Communities,
industry, other

Communities,
industry, other

Eligible applicants
under current
program parameters

Businesses

Establish

Criteria

April 18

April 18

TBD

May 2

May 2

May 9

May 9

May 9

Done

TBD

Establish
Timeline
TBD
Checks
out
ASAP.
TBD
April 25
April 25
April 25
April 25
April 25
Done
TBD

Other
Labor will handle the application review and
appeal process.

Fund distribution through existing fish tax
channels.

ASMI will establish a process with deliverables.

DCED will convene a sub committee of agencies
and contributors to establish a quality control
program that will support the marketing efforts
under the National Ad Campaign.

DCED will convene a subcommittee of agencies
and contributors to determine funding direction,
amount and area to move product in support of the
national ad campaign.

DCED will convene a subcommittee of 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.

DCED will convene a subcommittee of 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.

DCED will convene a subcommittee of 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.

Utilize existing mechanism with Division of
Investment.

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 - MAKING FURTHER CONTINUING APPROPRIATIONS FOR THE
FISCAL YEAR 2003, AND FOR OTHER PURPOSES

Full Display Related Information

GPO PDF Printer Friendly Display Bill Summary and Status  Full Text of Bill

TITLE V-FISHERIES DISASTERS

SEC. 501. FISHERIES DISASTERS- In addition to amounts appropriated or otherwise made available,
$100,000,000 is appropriated to the Department of Commerceforfisheries disaster assistance. Not
more than 5 percent of suchfinds may be usedfor administrative expenses, and nofinds 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 Hawaiifor economic assistance tofisheries affected byfederal
closures orfishing 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 tofood,’
energy needs, housing assistance, transportationfiiel including subsistence activities, and other
urgent needs; (B) assistancefor small businesses includingfishermen, fish processors, and
related businesses serving thefishing industry; (C) and assistancefor local and borough -
governments adversely affected by reductions infish landingfees and otherfishing-related
revenue; and (D) product development and marketing..

(b) NORTHEAST AND WEST COAST- $10,000,000 shall be made available to conduct a
voluntaryfishing capacity reduction program in the Northeast multispeciesfishery and
$10,000,000 shall be made available to conduct a voluntaryfishing capacity reduction program
in the West Coast groundfishfishery. Such sums shall supplement the voluntary capacity
reduction program authorizedfor thefishery 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 allfishery licenses, fishery per/nits, area and species endorsements,
and any otherfishery privileges issued to a vessel or vessels (or to persons on the basis of
their operation or ownership ofthat vessel or vessels) removed under the program; and

(2) ensure that vessels removed under the program are made permanently ineligible to
participate in anyfishery worldwide, and that the owners of such vessels will operate only
under the United Statesflag or be scrapped as a reduction vessel pursuant to section
600.1011(c) oftitle 50, Code of Federal Regulations.

file://C:\Dociimcmsc*20andfT'20Settinss\bccend.s\Localfir2f).Settin2s\TemnnrnrvZr20[memei... 3/5/2003



May 12, 2003

Dear Alaska Commercial Salmon Fisherman or Crew Member:

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
permit 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 later 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 FRANK H. MURKOWSKI

Frank H. Murkowski
Governor

Enclosure

FHM/FH/AA/mf Salmon Fishermen 2003.doc
1120 (fisheries)



Confidential Data Alaska D e'l'artm ent of Labor Jineau. AK 99801

Request ancj Workforce Development Phone: 907?-465-469i
Fax: 907-465-2741

The following information is ne«. ded to determine if you are eligible for Fisheries Revitalization
funds made available by Governor Murkowski. To qualify you must have had an active commercial
salmon permit or salmon crew license in 2002 been at least the age of 18 in 2002, be an Alaska
resident, and fall beneath the income limits shewn below.

1. PERMIT HOLDER OR CREW MEMBER INFORMATION

State of Alaska 2002 Commercial Salmon Fisheries Entry Permit number:.
Name of Salmon Permit Holder:

-OR-

State of Alaska 2002 Commercial Salmon Crew License number:

Name on Crew license:

Name of Salmon Permit Holder | crewed for:

My Mailing Address:
City:
State:

Zip:
Telephone:

Date of Birth:

Social Security Number:

2. 2002 INCOME INFORMATION @%LEW IVFG]H& |mTa(m mm

2a. Total number of dependents, including yourself, listed on Line 6D of your 1040 tax return: ___
2b. Total 2002 Adjusted Gross Income listed on line 33 of your 1040 tax return:

2002 Income Limits

Family Size Maximum Income

1 $11,080
514,930
518,780
$22,630
526,480
530,330
$34.130
538,030

0 NOo ok w N

Please retum this form with a copy of your 2002 Federal Income Tax retum to the
Alaska Department of Labor and Workforce Development, postmarked NO LATER
THAN JUNE 7,2003.

Signature: Date



Allocation Assuming $7,000,000%
8-Year Base (89-96)/5-Year Impacts (97-01)

by Allocation by Municipality
Municipality Allocation Municipality Allocation

Ouzinkie $500.00

Angoon $500.00 Aleutians East $1,101,561.66
Marshall $500.00 Angoon $500.00
Skagway $500.00 Aniak - 53,729.00
Kasaan $500.00 Anvik (VR $2,267.43
Coffman Cove . $500.00 Bethel $20,336.13
Tenakee Springs $500.00 Bristol Bay; $1,739,289.51
Thorne Bay $500.00 Chignik ' m e $56,417.00
Cold Bay $500.00 Clark's Point $174,462.55
Soldotna $500.00 Coffman Cove $500.00
Tununak $500.00 Cold Bay : $500.00
Akhiok $530.32 Cordova $101,637.02
Saint Michael $544.95 Craig $31,884.71
Toksook Bay $662.49 Dillingham $119,136.86
Koyuk $905.21 Egegik - % $63,659.89
Port Heiden $1,105.88 Emmonak $27,708.83
Nome $1,165.91 False Pass $27,729.80
Nenana $1,188.35 Galena-= ,$3,420.94
Old Harbor $1,603.29 %WS Bay $7,904.27
Klawock $1,704.83 Borough $2,877.25
Port Lions $1,748.84 Homer $80,908.24
Kaltag $2,166.35 Hooriah $40,736.04
Anvik $2,267.43 Hooper Bay " " $2,858.49
Shaktoolik $2,576.71 Hydaburg $7,208.78
Hooper Bay $2,858.49 Kaltag - - $2,166.35
Haines Borough $2,877.25 Xasaan $500.00
Galena $3,420.94 Kenai:.:; $155,024.29
Mekoryuk $3,644.80 Kenai Peninsula $623,251.20
Unalakleet $3,719.25 Ketchikan 540,576.50
Aniak $3,729.00 Ketchikan Gateway $29,362.93
Seldovia .$3,823.38 King Cove $207,498.85
Hydaburg $7,208.78 Klawock $1,704 .e3
Valdez $7,758.37 Kodiak $321,498.47
Goodnews Bay $7,904.27 Kodiak Island $362,937.67
Wrangell $13,432.73 Koyuk- : $905.21
Bethel $20,336.13 Lake and Peninsula $441,970.95
Emmonak .$27,708.83 Marshall .; ' = $500.00
False Pass $27,729.80 Mekoryuk $3,644.80
Ketchikan Gateway $29,362.93 Nenana $1,188.35
Craig $31,884.71 Nome $1,165.91
Ketchikan $40,576.50 Old Harbor $1,603.29
Hoonah $40,736.04 Ouzinkie $500.00
Chignik 556,417.00 Pelican $92,634.72
Pilot Point $61,230.88 Petersburg $277,023.20
Egegik $63,659.89 Pilot Point. $61,230.88
Sand Point $72,139:36 Port Heiden $1,105.88
Homer $80,908.24 Port Lions., $1,748.84
Pelican $92,634.72 Saint Michael $544.95



Yakutat $99,759.61

Cordova $101,637.02
Seward $117,126.44
Dillingham $119,136.86
Kenai $155,024.29
Sitka $171,679.71
Clark's Point $174,462.55
King Cove $207,498.85
Togiak $256,769.16
Petersburg $277,023.20
Kodiak $321,498.47
Kodiak Island $362,937.67
Lake and Peninsula $441,970.95
Kenai Peninsula $623,251.20
Aleutians East $1,101,561.66
Bristol Bay . $1,739,289.51

$7,000,000.00

Sand Point
Seldovia
Seward
Shaktoolik
Sitka
Skagway
Soldotna
Tenakee Springs
Thorne Bay
Togiak
ToksookBay
Tununak
Unalakleet.
Valdez
Wrangell
Yakutat

$72,139.36
$3,823.38
$117,126.44
$2,576.71
$171,679.71
$500.00
$500.00
$500.00
$500.00
$256,769.16
$662.49
$500.00
$3,719.25
$7,758.37
$13,432.73
$99,759.61

$7,000,000.00

‘Based on estimate of each municipality's "loss" 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 case $7,000,000.



SALMON MARKETING

To: Jim Clark
Chief of Staff

From: Margy Johnson
Director
Re: Salmon Marketing

The State of Alaska will pursue aWILD 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 atrade mission to Japan, this fall. State will employ a
salmon ambassador to help Japan marketing partners get over negative aspect of
harvester/processor lawsuit.

Mamy'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. Itis ourjoy t£ duty to sell salmon!



Division of Community and Business Development
Department of Community and Economic Development
State of Alaska

Fisheries Economic Development
M atching GrantProgram

GrantA pplication G uide

M ay 12,2003
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Fisheries Economic Development Matching Grant Program
Application Instructions

A. General Information

Governor Frank Murkowski recently announced the Alaska Fisheries Revitalization Strategy.
The Revitalization Strategy combines federal Fisheries Disaster funds authorized under Tide V
- Fisheries Disaster, Section 501(b) of the 2003 Federal Appropriations Bill and Southeast
Sustainable Salmon Fund monies, authorized under die Pacific Coastal Salmon Recover}’ Fund,
made available by the work of Alaska Senator Ted Stevens.

The Revitalization Strategy is a multi-level, multi-year plan designed to spur increased
productivity and innovation in the Alaska fishing industry by investing considerable resources
into critical commercial fisheries infrastructure and capital improvement projects.

A key component within the Revitalization Strategy is the Fisheries Economic Development
Matching Grant Program (Program), to be administered by the Alaska Department of
Community and Economic Development (DCED). This Program is intended to assist
communities, throughout the salmon fishing regions of Alaska, impacted by the downturn in
the salmon industry. Assistance will be provided in the form of one-time grants to assist with
the financing of fisheries-related infrastructure or economic development projects that have the
potential to: (1) increase Alaska seafood/product quality, (2) increase Alaska seafood/product
diversity and/or value, (3) increase industry efficiencies, or (4) lower costs within the industry.

There is approximately S13 million available for grants under this Program. DCED is now
requesting proposals from applicants interested in receiving one-time financial assistance (grant)
under this newly established Program. Those interested in submitting an application under this
Program arc to follow the instructions provided in this Matching Grant Application Guide and
must submit their completed application prior to 4:30 p.m. May 29, 2003.

B. Eligible Applicant

DCED Expectation: Eligibility (eligible applicant) is limited to

1. Government or non-profit organizations such as municipalities, tribal councils, other
recognized governing bodies, or community/regional non-profit organizations representing
communities that have been impacted by the downturn in the salmon industry.
Accordingly, it is anticipated that the majority of the communities will be located
throughout the salmon fishing regions of Alaska.

2. Small businesses including fishermen, fish processors, or related businesses serving the
fishing industry. These applicants must demonstrate how they have been impacted by the
downturn in the salmon industry. These applicants must also meet the US Small Business
Administration definition of a small business. It is anticipated that private applicant
projects will be located in or in close proximity to communities throughout Alaska located
throughout the salmon fishing regions of Alaska.

Applicant’s Proposal: An applicant’s proposal (grant application):
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Fisheries Economic Development Matching Grant Program
Application Instructions

e Mustidentify the applicant’s organization; project director; and provide contact informadon
including mailing address, phone, fax, and email.

e Must discuss the applicant’s organization such as duration of existence, an organizational
diagram, and lines of communication.

e Must discuss the applicant’s experience with similar previousprojects, the successof those
projects, and currentand/or on-going projects.

e Must identify the applicant’s key personnel, previous experience, and ability to successfully
complete this project. Individual resumes may be included as part of the applicant’s
proposal.

Evaluation of Applicants Proposal: This section of an applicant’s proposal (grant
application) will be evaluated based on DCED’s expectation and the applicant’s proposal as
discussed above and may receive up to a maximum of 20points byeach member of die
Evaluation Committee during die evaluation process.

C. Eligible Communities

DCED Expectation: Projects are limited to those that will benefit communities that have
been impacted by the downturn in the salmon industry. Accordingly, it is anticipated that the
majority o f the communities will be located throughout the salmon fishing regions of Alaska.

Applicant’s Proposal: An applicant’s proposal (grant application):

e Must identify the communities and/or salmon fishing region(s) that will bet rfit from the
project.

e Must describe the extent of the impact of die downturn in the communities and/or region
by discussing recent economic indicators such as downturn in ex-vessel price, wholesale
price paid to processors (if available), decline in permits fished, return to harvesters and
processors, and declining economic activity for seafood related businesses.

e Must provide documentation from each community demonstrating community support. If
the applicant is a local government, a resolution by the governing body is required. If the
applicant is a non-profit organization, resolutions of support from the communities,
cooperative agreement or memorandum of agreement between the applicant and the
various local governing bodies are required. The applicant may submit proposed or draft
documents with its application and approved documents must be received by DCED by
June 12, 2003.

Evaluation of Applicant’s Proposal: This section of an applicant’s proposal (grant
application) will be evaluated based on DCED"’s expectation and the applicant’s proposal as
discussed above and may receive up to a maximum of 20 points by each member of die
Evaluation Committee during the evaluation process.
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Fisheries Economic Development Matching Grant Program
Application Instructions

D. Eligible Projects Description

DCED'’s Expectation: This Program is intended to assist communities throughout the salmon
fishing regions of Alaska, impacted by the downturn in the salmon industry. Assistance will
be provided in the form of onc-dme grants to assist with the financing of fisherics-related
infrastructure or economic development projects drat have the potential to: (1) increase Alaska
seafood/product quality, (2) increase Alaska seafood/product diversity and/or value, (3)
increase efficiencies and productivity, or (4) lower costs within the industry. Examples of
potential projects have been grouped by die following categories:

 Freezing and Chilling: Projects would improve die quality of Alaska seafood by chilling
or freezing. Projects may include die installation and/or expansion of slush ice bags, ice
machines, or chilling gear; purchase and/or improvement to floating ice machine barges;
additional equipment that improves access to freezing and chilling equipment.

« Cold Storage Facilities: Projects would improve the quality of Alaska seafood by building
new and/or improve existing cold storage facilities.

e« Transportation and Distribution Network: Projects would improve die quality of
Alaska seafood by easing handling, increasing speed, and increasing efficiencies at key
transportation nodes. Projects may include the installation and/or expansion of runway
cooling systems, handling equipment, quality control equipment, freight consolidation
facilities, and the chain of custody tracking systems and devices.

 Processing Facilities and Equipment: Projects would increase the quality', diversity, and
value of seafood products. Projects may include the construction or improvement of
seafood processing operations, processing equipment, fish by-product equipment, utility
improvements to processing areas, and waste outfall lines.

e Shellfish Mariculture: Projects would improve die efficiency and productivity of shellfish
farming. Projects may include nursery grow sites, transportation improvements,
technological improvements, holding and processing capacity improvements.

« New Fisheries Development: Projects that seek to develop new fisheries in Alaska and
may include test fishing, gear testing, and market research.

e Marine Related Infrastructure: Projects would increase seafood quality' and efficiencies
by improving existing or building new harbors, docks and other related marine
infrastructure.

« Airport Development: Projects that would increase efficiencies, improve seafood quality'
and increase producers’ access to valuable markets by improving existing or building new
airport facilities and related infrastructure.

e Other: By no means should possible projects be limited to the above examples or
categories. An application should be submitted for any project that develop fisheries-relatcd
infrastructure or economic development projects that have die potential to lower costs,
increase product quality’, increase product value and/or increase efficiencies for seafood
economic activity.
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Fisheries Economic Development Matching Grant Program
Application Instructions

* Ineligible Projects: Applications for initial start-up costs, operations and/or maintenance
of existing or proposed infrastructure projects, feasibility studies are not eligible under this
Program and will not be considered.

Applicant’s Proposal: An applicant’s proposal must provide a detailed and all-inclusive
discussion of the project and should include butis not limited to:

.

Detailed and concise discussion of ever}’ aspect of the project. This includes detailed
milestones, completion date of each milestone, specific activities for completion of each
milestone, and completion of entire project.

e« Discussion of how the project meets “DCED ’s Expectations” items (1) through (4) and the
specific category expectations (i.e. Freezing and Chilling, Transportation and Distribution,
etc.).

« Detailed system design; engineering designs; technical specifications; and maps if applicable.

 Detailed information on locations, construction, expansions, modifications to new and/or
existing structures, facilities, equipment, etc..

e Detailed information on initial construction and installation and continuing maintenance.

e Detailed discussion on environmental and industry impacts, special requirements, permits,
certifications, and/or other pert lent necessary approvals.

e Detailed discussion of the project’s feasibility. Include all potential obstacles in the current
business environment drat may hinder or halt the success of the project; ideas or areas of
change thatwould improve die viability of the project; and any other unique characteristics
and assumptions diat may affect die project.

Evaluation of Applicant’'s Proposal: This section of an applicant’s proposal (grant
application) will be evaluated based on DCED"’s expectation and the applicant’s proposal as
discussed above and may receive up to a maximum of 20 points by each member of the
Evaluation Committee during the evaluation process.

E. Eligible Projects Duration and Amount (Budget)

DCED’s Expectation: Projects may range in duration from one to three years. For
community or non-profit applicants, DCED"’s funding will not exceed 75 percent of the
project’s entire cost. Those applicant’s must provide at least 25 percent of die funding.
Inability to support die 25% match requirement will be reason for immediate elimination from
the application process. For small business applicants, DCED funding will not exceed 50
percent of die project’s entire cost. Those applicant’s must provide at least 50 percent of the
funding. Inability to support the 50% match requirement will be reason for immediate
elimination from die application process.

This is a cost reimbursable grant program. The applicant will be required to expend funds and
then seek reimbursement from DCED. Ifan applicant requires an initial advance, die applicant
must declare it.
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Fisheries Economic Development Matching Grant Program
Application Instructions

Applicant’s Proposal: An applicant’s proposal must provide a detailed and comprehensive
budget that clearly identifies the entire cost of the project, with independent estimates as
available. Discussion should include, but by no means be limited to the following items:

+ ldentify and project in detail any and all potential directexpenses. Examples include, but are
limited to, facility’ modifications, construction costs, equipment purchases, materials,
supplies, freight, transportation, payroll and benefits, and etc.

* ldentify and project in detail any and all indirect expenses and/or indirect rate. An indirect
rate shall not exceed 19 percent of actual direct payroll expenses, and it must be clearly
identified.

e If the applicant’s contribution includes an “in-kind” contribution such as the use of existing
equipment, the monetary-value of the “in-kind” contribution must be based on industry-
standards and documented in the applicant’s proposal,

e ldentify match funding e.g. revenue provided by any other source. Match funding may be
obtained through private and/or public sources. Matches greater than that required under
DCED’s Expectations of this section are encouraged.

« ldentify die expenses and percentage that are to be reimbursed (funded) by DCED and the
expenses that are to be paid (funded) by the applicant or any other participant.

 Identify die timeframe and expense of equipment replacement and/or other
improvements. Equipment depreciation and replacement schedules must be based on
currer t industry rates and standards.

 ldentity the amount and/or percentage of the amount anticipated as an initial advance
from DCED; frequency of providing and example of summary' financial reports on die
entire project; frequency of providing and example of detailed information on expenses
and revenue on the entire project.

Evaluation of Applicant’s Proposal: This section of an applicant’s proposal (grant
application) will be evaluated based on DCED’s expectation and the applicant’s proposal as
discussed above and may receive up to a maximum of 20 points by each member of the
Evaluation Committee during the evaluation process

F. Eligible Projects Long-term Value

DCED’s Expectation: This program is intended to assist communities and small businesses
impacted bv the downturn in the salmon industry by assisting with fisheries-relatcd
infrastruct or economic development projects that have the potential to lower costs, increase
product quality, increase product value and/or increase efficiencies for seafood economic
activity. Since DCED believes that dtis Program is a critical step towards revitalizing the
salmon industry, the long-term sustainability and value of the projects is also pertinent.

Applicant’s Proposal: An applicant’s proposal must describe the long-term sustainability and
expected return die project will generate by providing a detailed discussion on:
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Fisheries Economic Development Matching Grant Progwim
Application Instructions

e How tnis project, short-term and long-term will increase: die overall value of the salmon in
die consumer or food service market; profitability for the harvesting sector; profitability for
the processing sector; value of economic activity in the identified Alaska communities.

e How this project will create greater product diversity'.

e How the project will become self-sustaining in the short-term and long-term, and the built-
in mechanisms to assure adequate returns for continued operation and maintenance.

e The overall economic contribution expected and built-in mechanisms to assure adequate
returns

e For those projects, such as community cold storage facilities, that will be utilized by for-
profit businesses, describe what relationship will be established between applicant and
private sector entities describe mechanisms, eidier contractual or other, that assure proper
maintenance, increased productivity and the capability for adapting to changes in the
marketplace.

Evaluation of Applicant’'s Proposal: This section of an applicant’s proposal (grant
application) wall be evaluated based on DCED’s expectation and the applicant’s proposal as
discussed above and may receive up to a maximum of 20 points by each member of die
Evaluation Committee during the evaluation process

G. Compliance to Federal and State Requirements

DCED’s Expectation: DCED is receiving die funding for this Fisheries Economic
Development Grant Program from the State's Department of Fish and Game and the Office of
the Governor whom are receiving funding from the U.S. US Department of Commerce,
National Oceanographic and Atmospheric Administrati n.

Since federal money is involved, all entities submitting a proposal for a grant under this
Program must understand that in addition to state requirements, the following federal
requirements may also apply. And, successful applicants must comply widi all state and federal
requirements.

Possible requirements for community and non-profit applicants:

As a government entity receiving federal funding, the DCED and its sub-recipient grantees
(applicant’s) will likely be required to comply with:

e Section 3016.22 incorporates the Cost Principles dictated by OMB Circular A-87 or similar
doct ment..

e Section 3016.37 requires DCED to give notice of all federal requirements to its sub-
recipients.

e Applicants in the arrears widi the federal government for any money owed may not be
eligible for grants under this Program.

e State of Alaska’s Single Audit Requirement established under Alaska Administrative Code 2
AAC 45.010.
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Fisheries Economic Development Matching Grant Program MI
Application Instructions —

Possible requirements for small business applicants:

As a for-profit entity, receiving federal funding through a state government, tne successful
applicants (sub-recipients) will likely be required to comply with:

« Federal Tide 7, Chapter XXX, Part 3015 enacted by Department o f Agriculture, (USDA)
for non-government entides receiving federal funding.

e Section 3015.21 requires the applicant retain all record for 3 years.

e Section 3015.24 allows the USD Ajand the Comptroller General of the United States, access
to any books, documents, papers, or other records of the applicant, which are pertinent to
the grant.

e Section 3015.113 requires changes in scope, objectives, or key people have prior approval
by the USDA.

e Sections 3015.163 through .173 discuss key terms regarding property and equipment
acquired under the grant. When the property or equipment is no longer needed for the
authorized purpose of the grant, transfer or disposal may be required with compensation
made to the federal government.

e Section 3015.194 incorporates the Cost Principles dictated by federal Tide 48, Chapter 1,
Part 31.2 (also referred to as 48 CFR Part 31)

e Section 3015.195 identifies that there may be different and conflicting requirements
between initial and sub-recipient grantees.

As an entity, receiving funding through a State of Alaska entity, the successful applicants (sub-
recipients) must comply with the State’s Single Audit Requirement established under Alaska
Administrative Code 2 AAC 45.010.

H. Evaluation of Applicationsand Award of Grants

As of the release of dtis Application Guide, diis Program is still evolving and not all aspects of
this Program’s funding have been authorized. Therefore, DCED retains the right to change
this Program as need to comply with federal and/or state requirements that have not yet been
identified.

The various processes for the initial review of the grant applications, evaluation of die
remaining granr applications, and die award of grants is anticipated to be similar to the
following:

e Prior to evaluating the grant applications, DCED will perform an initial review to identify
grant applications diat don’t meet die minimum eligibility requirements, are incomplete,
and/or have other problems. DCED at its sole discretion may contact die grant applicant
for additional information and/or clarification or DCED may declare the application as
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Fisheries Economic Development Matching Grant Program
Application Instructions

non-rcsponsive and reject it in its entirety. If rejected, the grant application will be
eliminated from the evaluation process and the applicant will be notified accordingly.

The remaining grant applications will be forwarded to an evaluation committee. Each
member of the evaluation committee will independendy evaluate each grant application
based on die criteria, evaluation factors, and numerical values identified in this Application
Guide and summarized below:

Eligible Applicants 20
Eligible Communities 20
Eligible Projects —Description 20
Eligible Projects —Duration and Amount (Budget) 20
Eligible Projects —Long-term Value 20
Maximum Possible Points 100

Hie Evaluation Committee, at its sole discretion may decide if discussion widt applicants,
presentations by applicants, and/or site inspection are necessary. |If held, members if the
Evaluation Committee may change their individual scores based on the additional
information.

The individual Evaluation Committee members will have die opportunity to meet as a
Committee to discuss the grant applications before and/or after their individual review und
scoring. Members of the Evaluation Committee may change their individual scores based
on dicse discussions.

When the individual Evaluation Committee members have completed their scoring, the
total points for each grant application will be determined. Those applicants receiving
“sufficient points” will dien be afforded the opportunity of entering into a Grant
Agreementwith DCED.

“Sufficient points” will be determined at a later date and will depend on the number of
applications received, the amounts being requested. Additionally, since this Program is
intended to assist communities throughout Alaska’s salmon fishing regions, DCED retains
the option of ensuring the funding of projects funding is sufficiendy balanced among the
regions.

DCED will provide each applicant with a list reflecting all applicants and die score of each.

Unsuccessful applicants have up to 10 working days from die date of receiving notice, to
provide a written appeal to DCED. DCED, at its sole discretion, may consider die appeal
and will notify the applicant accordingly.

Successful applicants will be afforded the opportunity to enter into a Matching Grant
Agreement with DCED. There will be litdc to negotiate in the Matching Grant
Agreements since the Matching Grant Agreements will basically incorporate the applicant’s
application. DCED reserves the right to partially fund an application.

Grant Application Submission and Tentative Schedule

Approximate D ates Activity
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Fisheries Economic Development Matching Grant Program
Application Instructions

05/12/03 M atching Grant Application Guide Available

05/29/03 Matching Grant Applications (Proposals) Received
06/12/03 Initial Matching Grant Applications Review and Evaluation
06/13/03 Grant Applicants Notified

06/30/03 Drafting Matching Grant Agreements

Those interested in submitting an application under this Program as discussed in this
Application Guide must do so prior to 4:30 p.m. May 29, 2003.

The body of the application is to be presented in the same format as this Application Guide i.e.
Eligible Applicant, Eligible Community, Eligible Project Description, etc. and is to consist of
no more than eight (8) pages. Attachments to the body, such as resumes, detailed designs,
estimates from others, resolutions, etc are in addition to the eight-page limit and are to be
clearly identified.

Five hard copies of die entire application (body and attachments) are to be delivered to DCED
at the below address by 4:30 p.m. May 29, 2003.

Debbie McBride

Alaska Dept, of Community and Economic Development
Division of Community and Business Development

P.O. Box 110804

Juneau, AK 99811-0804

Delivery-service (FedEx, UPS) application packages should be addressed to:

Debbie McBride

Alaska Dept, of Community and Economic Development
Division of Community and Business Development

333 Willoughby Avenue, 9'hFloor

Juneau, AK 99811

Failure to meet the deadline will result in disqualification of the application and it will not be
reviewed. Faxed, emailed, and/or or electronic versions ofa grant application is not acceptable.

Questions. Contact Debbie McBride at die Dept, of Community & Economic Development in
Juneau, (907) 465-2023 or d"”bbic_mcbridc@ dccd.state.ak.us.
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Revitalization Projects, Economic Development/Harbor & Transportation

Organization

Alaska Fishermen’s Fioducts LLC

Kotchikan Gateway Borough

Alaska Intertribal Council

Alaska Ocean Products

Alaska Sealood Connection
Alaska Shelllish Grower's
Association

Alaska Sholllish Growoi’s
Association

Alaska Sholllish Grower's
Association

Alaska Sholllish Grower's
Association

Aleutians East Borough
Aleutians East Borough

Armstrong Keta/Alaska Catch
Anrotto Island Packing Co.

Annotto Island Packing Co.

Bering Soa Fishermen's Association
BuyNPack Soaloods

Chignik Soalood P-oducors Alllanco
Chilkool Fish Company

City ol Collman Cove

City ol Cordova

City ol Cordova

Cityol Craig

City ol Dillingham

Cityol Haines

City ol King Cove

City ol King Cove

Cityol King Cove

Cityol Kotchikan

Contact

Bob Thorstenson

Dick Adams

Roland Shank
Jell Knaul
Glon Leason
Rodger Palnlor
Rodgor Painter
Rodger Painter
Rodgor Painter
Robert
Juctlnor/Karon
Montoya
Robort Juollnor
Bart Watson
John T. Sessions

John T. Sessions

Henry Mitchell
Dave bowon

Rhonda Blough
Elaino Price
Donnis W atson,
Mayor

Tom Briggs

Robort Venables

Dob Woinsiein,
Mayor

Phone

(907) 225-6651

(907) 563-9334

(907) 350-1168

(800) 867-7390

(907)274-7555
(907) 274-7555

(907) 586-3443
(206) 587-4040
(206) 587-4040

(907) 279-6519

(907) 283-3649

(907) 329-2233

(907) 209-1299
(907) 826-3275

(907) 766-2231

(760) 771-0988

(907) 276- 7569 3380 C Street. Sto 205

(907)258-6668

Address City

dick.adams 0 borough.kelc
hikan.ak.us

815Tagura Kodiak, AK 99615
Swordlishor0 yahoo.com
RodgorpalnterOholmail.com
RodgorpainterOholmall.com

RodgorpalnlorOhotmail.com

Rodgerpaintor0 hotmail.com

Anchorago, AK 99503

725 Christensen Drive, 3
Buynpack 0 hoonah.net

Anchorage, AK 99501

334 Front Streot Kotchikan, AK 99901

Prolect
Salmon Ina Pouch Facilily In
Ketchikan W ards Covo Plant

Portable Incubation, Egg Planting
and River Fertilization Technology
Improvement

Suspension Freozing Technology
Implementation

Procossing Facility in
Kako/Advortsing

Aquatic Farming Infrastructure

Dovoloplng Specios R&D

Mariculturo Development Planning
Slatowido Sholllish Aquaculture
Development Plan

Aleutia Maikoting Project: Sand
Point Processing Inlrastrucluro,
Markoting and Expansion to King
Cove and Nolson Lagoon

Cold Bay Airport Fish Hub Facility
Pin-Bone Out Fillet Pilot Projoct at
Port Armstrong Hatchery

Tunnol Freezer

Fish Meal Equipment

Kotzebue Chum Salmon Project
Broker/Boxor/Shlpper Facilily
Chignik Live Haul and Handling
Projoct

Processing Equipment to Sorvice
More Fishermen

Procossing Equipment tor Local
Gillnotler’s Facility

Airport Coolor

Boat Haul-Out Facility

Cold Storage Facility

Dillingham All Tides Dock

401 on/Day Flako Ice Maker
Community Tank Farm

Spit Land Development
Power & Lighting lor Now Boat
Harbor

Rogionnl Community Cold Storage

Funds
Requested-
high

$5,000,000

$1,300,000

$300,000

$750,000

$120,000

$50,000

$80,000

$583,500
$750,000

$590,000

$434,000
$1,200,000

$190,000
$210,000
$125,000
$200,000
$700,000
$430,000
$2,500,000
$160,000
$100,000
$175,000

$200,000

$5,000,000

Funds
Requested-
low

$1,500,000

$200,000

$150,000



City ol Kodiak

City of Kodiak

Cily ol Kodiak

Gly ol Pelican
Cilyol Petershurg

Cilyol Petersburg
City & Borough ol Silka

City 8 Borough ol Sitka

Cilyol Skagway

Cily ol Skagway

City ol Valdez

City ol Wrangell

City ol Wrangell/Wrangell Soaloods

City ol Wrangell

Cily 8 Borough ol Yakutat
Department ol Transportation
Cook Inlet Salmon Brand, Inc. +
Cook Inlot Aquaculture Association
Cook Inlot Sainton Brand, Inc. +
Cook Inlot Aquaculture Association
Cook Inlot Salmon Brand, Inc.
Cook Inlet Aquaculture Association
Cook Inlot Salmon Brand, Inc. +
Cook Inlot Aquaculture Association

Cook Inlot Salmon Brand, Inc. +
Cook Inlot Aquaculturo Association

Cook Inlet Salmon Brand, Inc. t-
Cook Inlet Aquaculture Association
Cook Inlel Salmon Brand, Inc. +
Cook Inlet Aquaculture Association
Cook Inlel Salmon Brand, Inc. +
Cook Inlet Aquaculture Association
Cook Inlet Salmon Brand, Inc. +
Cook Inlet Aquaculture Association

DIPAC w/Glacior Bay Feed

Linda Freed, City
Manager
Linda Freed, Cily
Manager
Linda Freed, City
Manager

Dull Mitchell

Hugh Bovan,
Director

Robert Ward, Mayor

Robort Ward, Mayor
Dave Dongel, City

Manager
Bob Prunella

Terry Olness

Gig Docker

Bob Prunella

Larry Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powell

Mark Powoll

David Wilson

(907) 486-8640

(907) 486-8640

(907) 486-8640

(907) 735-2204

(907) 983-2297

(907) 983-2297

(907) 835-4313
(907) 874-2381
(907) 789-1992/

(907) 635-6092 (c)

(907) 874-3110

(907) 874-2381

(907) 784-3355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907) 262-6355

(907)364-1511

(907) 486-8600

(907) 486-8600

(907) 486-8600

(907) 983-2151

(907)983-2151

(907) 835-2992

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

(907) 262-6762

710 Mill Bay Road

710 Mill Bay Road

710 Mill Bay Road

P.O. Box 415

P.O. Box 415

DdengolOcl.valdoz.ak.us

terryOmac.com

P.O. Box2138

43335 Kalilornsky Beach
Road
43335 Kalilornsky Beach
Road
43335 Kalilornsky Beach
Road
43335 Kalilornsky Beach
Road

43335 Kalilornsky Beach
Road

43335 Kalilornsky Beach
Read
43335 Kalilornsky Beach
Road
43335 Kalilornsky Beach
Road
43335 Kalilornsky Beach
Road

Kodiak, AK 99615

Kodiak, AK 99615

Kodiak. AK 99615

Skagway, AK 99840

Skagway, AK 99840

Wrangell, AK 99929

Soldotna, AK 99669

Soldotna, AK 99669

Soldotna, AK 99669

Soldotna, AK 99669

Soldolna. AK 99669

Soldotna, AK 99669

Soldolna, AK 99669

Soldolna, AK 99669

Soldolna, AK 99669

Harbormaster’s Dock Replacement

Oscar's Dock Replacement

Sl. Herman's Harbor Innor Harbor
Replacement

Vessel Purchase lor Processed
Salmon Transport to Junoau and
Gustravus

Airport Coolor

Community Cold Storago Phase
One (silo selection, acquisition,
dosign)

Airport Cooler

Sawmill Cove Industrial Site Dock

Chinook Hatchery

Harbor Fish Translor Facility

Fish Meal Plant

Economic Impact Study for
Bradlield Canal Road to Canada
Flash Freezer Unit/Valuo-Added
Center

W ator Storage Capacity
Improvement

Valuo-Addod Procossing
Equipment

Chignik Ferry Dock Upgrade
Port Graham Halchery Capital
Improvements

Fillet and Pin Bono Removal
Machinos

Fish Procossing Equipmonl lor
Access to New Markets

Cold Storago and Chilling Facility
Miscellaneous Fish Procossing
Equipment lo Improve Quality and
Provido Access lo Now Markots
Miscellaneous Fish Procossing
Equipment to Improve Quality and
Provido Access to Now Markets

Small Stream Habitat Improvement
Paint River Enhancement and
Romote Research Facilily
Eklutna/Port Graham/Tulka
Sockoyo Enhancement Projoct
Premium Pot Food Irom Lalo Run
Salmon and Halchory Waslo

$1,000,000

$1,500,000

$500,000

$151,500
$200,000

$500,000

$200,000

$480,000

$950,000

$100,000

$1,240,000

$83,010

$278,200
$250,000

$625,000

$300,000

$250,000

$1,700,000

$375,000

$975,000

$500,000

$925,000

$2,000,000

$172,400



Ju.ieau Economic Dovolopmonl
Council

Ellm Covo Community Associa. ,n
Ka:tag Fist.ormon's Association

Kachemak Research Dovolopmenl,
Inc.
Mark Buckley

Mendenhall Volley Partnership
Northern Southeast Regional
Aquaculture Association
Prince ol Walos Hatchery

Pnnce ol Wales Hatchory
Quelckcak Sholllish Hatchery
Raven Environmental + Alaska
Seafood Company

Ray Wadsworth
Ray Wadsworth

Sheldon Jackson College Hatchory
Sheldon Jackson College Hatchery
Soulhcast Conloronco

Valdez Fishorios Development
Association

W ards Covo Packing + Rod Caviar
Partnership

Wrangell Seafoods

Wrangell Sealoods

A'eutians East Borough

Aleutians East Borough

Aleutians East Borough

Bristol Bay

City ol Cordova

City ol Galena

City ol Old Harbor
City ol Seward

Cilyol St. Goorgo
City ol Whitlior

lance Miller
Richard Burnham
Doug Sweat

Larry Riloy, Vice
President

Cheryl Van Dyke

John Bruns

John Bruns

Representative Paul

Seaton

Paul Rusanowski

David Harrington
Lon Lambert

Moilani Clark
Schijvens

David Forbush

Gig Docker

Sherri Cummins

Sharon Boyolto

Sharon Boyette

Sharon Boyolto

Percy Fisby, Chief
Executive Ollicor

Max Matavnnsky,
Cily Administrator
Lcotnnrd Jonos

(907) 463-3662

(907) 534-2309

(907) 226-2400

(907) 586-6853

(907)755-2231

(907) 755-2231

(907) 465-2689

(907) 586- 2459

(907) 747-5222

(907) 747-5222

(907) 226-2402

(907) 465-3472

Kaltag, AK 99748
P.O. Box 125 Kaltag, AK 99748

P.O. Box 15422 Fritz Crook, AK 99603

Stato Capitol Building Juneau, AK 99801

Ray@ pinbonooul.com

(907) 463-3445 X27

(206) 323-3200

(907)874-3110

(907) 874-33346

907) 274-7555

907)274-7555

907) 274-7555

(907) 277-G442

(907) 059-2263
(907) 472-2323

(907) 874-3035

(907) 276- 7569

(907) 276- 7569

(907) 276- 7569

(907)859-2212

641 Wrangell, AK 99929
3380 C Street, Slo 205 Anchorage, AK 99503
3380 C Street, Sto 205 Anchorago, AK 99503

3380 C Strool, Slo 205 Anchorago, AK 99503

P.O. Box 920 St. Goorgo, AK 99591

By-Product Dovolopmenl
Incinorolor

Fish Procossing Plantrtce
Machines

Salmon Stroam Obstruction and
Rehabilitation Analysis

Smart Tag Projoct

Drall Engineering Plans to Fix
Eroding Accoss Road InJuneau
(sullocating coho eggs)
Soulhoast Alaska Livo-Haul
Demonstration Project
Bunkhouse lor Interns

Expand W ater Linos lo Gonerato
Power and Roduco Eloclric Bills
Funding lor Quelokcak Sholllish
Hatchery

Develop Enzyme Process to Turn
Sockoyo Roe into Caviar

Chignik Pin Bono Out Fillot Projoct

Plans to Utilize Surplus Carcasses
and Create Now Markets

Wot Lab Upgrado w/Now Displays
and Belter Tour Group Accoss
Planning Study lor Rogional Cold
Slorago Consolidnlion Facility
Fishorios Business Incubator
Investment Phase Il: Value-Added
Procossing Equipment/Cold
Slorago Research and Design
Fiizymo Installation to Turn Pink
Roe (rom Sullko to Caviar

High Volumo Convoying Tunnol
Freezer

Low-cost Housing lor Plant
Employees

King Covo Landllll and Road
Design

Energy Cost Reduction Grant
Match

Aleutians Aviation Syslom PlarVAir
Sorvico Evaluation

Ice Machines

Fish By-Product Utilization
Galona Boat Ramp

Sn ill Boat Harbor nonovation
Harbor Expansion Completion

Harbor South Broakwalor Repair
Small Boat Harbor Ropalr

$500,000

$3,000,000

$25,000

$100,000
$40,000

$57,400

$66,000

$45,000

$246,200

$75,000

$612,000

$1,750,000

$726,500

$60,000

$50,000

$200,000

$100,000

$200,000

$2,000,000

$3,500,000
$350,000

$1,050,000
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Cily ol Whiltiof

Cily & Borough ol Yakulal
Cold Bay

Loornard Jones
Stevo Henry, City
Manager

(907) 472-2323

Malsu Electric Association

Northwest Arctic Borough
Old Harbor

Nelson Lagoon

Nomo

Port Graham

Shishmarol

Skagway

Sl. Paul

Wrangell

Yukon Rivor Drainage Association
Round Gold LLC

Sand Point

Soward Peninsula S SW AK

mJoulians East Borough

Alaska Quoon Eyak/Fishormen's
Market

Adak

Kodiak Chamboi ol Commerce
Port Bailey Wild Enterprises. LLC

Cily & Borough ol Yakulal

Cily & Borough ol Yakulal

Jill Kloin
Sandro Lano, CEO

Sharon Boyolto
Jody Lozori,
President

Lamar Cotlon
Wayno Slovens,
Exec. Director
Jaymio Mitchell,
General Manager
Sieve Honry, Cily
Managor

Sieve Honry, Cily
Managor

272-3130
(907) 463-5863

907) 274-7555

345-9952

(907) 487-4430

(907) 784-3323

(907) 784-3323

(907) 276- 7569

licotten@ gci.net

(907) 784-3281

(907) 784-328 *

Sandio© roundgold.com

3380 C Slroet. Ste 205

Anchorago. AK 99503

Kodiak, AK 99615

Kodiak, AK 99615

Y akulal, AK 99689

Yakulal, AK 99689

RblicWorks Fdlily

Community Procossing Corporalion

Boal Launch

$3,000,000  $2,500,000

$300,000

Power Inlerlie lo West Cook Inlel
Kolzobuo Region Small Bridgo
Repair

Ice Plant and Support Facilities
Boat Lilt

Economic Diversification
Processing Plant

Erosion Control

Land Development

Harbor Dredging and Expansion
Economic Development

Hydrolysato Barge

Harbor Shorosldo Infrastructure
Airborne Geophysical Surveys
King Covo Landfill and Road
Doslgn

Processing Equipment/Upgrades
Harbor Development

High Protein/Low Ash Moal Irom
Tish W astes

Port Bailey Cannory Improvomont
Floating Fuol Dock

Fondor Piles Syslem ol Ocean
Capo Dock Repair

$3,000,000

$150,000
$2,500,000
$500,000
$1,350,000
$1,000,000
$500,000
$500,000
$1,000,000
$500,000

$380,000

$1,000,000

$60,000

$149,000

$600,000

$65,000
66.959.710.00

Economic Dovolopmonl 73,114,710
Rosoarch 2,843,500
Education 3,592,555
Markoling 2,822,977
Miscellaneous 1,390,706

Total 83,764,448
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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)

$2,500.0 . .
e «"wlij j'/ ni,-l't .'H

ime e <M
$1,500.0 1

T, te W> nm _ . '_
$500.0 m ' '

-$500.0

-$1,500.0

-$2,500.0

*$3,500.0 -

-$4,500.0

-$5,500.0

-$6,500.0

-$7,500.0
FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009 FY2010 FY2011 FY2012



Alaska Oil and Gas Association

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 1when 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 aresult, 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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Page 2

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 Feld, 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, | 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



Alaska Oil and Gas Association

121 W. Fireweed Lane, Suite 207
A A Anchorage, Alaska 99503-2035

Thone: (907)272-1481 Fax: (907)279-8114

COMMENTS AND RECOMMENDATIONS
OF THE
ALASKA OIL & GAS ASSOCATION
ON
HOUSE BILL NO. 293
(Proposed State Sales and Use Tax)

May 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 of Alaska. The AOGA Tax
Committee has reviewed House Bill 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 Bill. 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 of HB 293 as introduced.

1. In General. AOGA is not taking a stand one way or the other regarding the basic
idea of 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 will only say that we encourage the State to adopt and implement in atimely
manner a feasible and fair financial plan to balance the budget.

For much the same reasons AOGA has no comment about the merits of 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 of 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 will
decide such atax is right for Alaska. We will also address specific aspects of 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
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as the result of a transaction that was not initially 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 will 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 of 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
Bill (to be numbered as appropriate):

* Sec. . TRANSITIONAL PROVISIONS. The uncodified law of the State of
Alaska is amended by adding the following provisions regarding the sales and use
tax under AS 43.44 enacted by Section 1of this Act:

(@ All property in the slate immediately before the effective date of 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 of
this Act.

(b) AIll 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 of “sale” for purposes of AS
43.44) on or after the effective date of this Act.

(c) AIll services performed in this state pursuant to a contract or other agree-
ment made before the effective date of 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 of this Act, except that services performed under such a contract after the
effective date of this Act shall become taxable under AS 43.44 beginning as of the
earlier of 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 of this paragraph as of the end of 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 of 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 of 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 fulfill 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
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forms as the Department of 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) if the Department of Revenue affirmatively rejects a person’s submis-
sion under (1) of this subsection, or refuses to register, issue a certificate to, or take
an action requested by a person in a submission made under (1) of this subsection,
the presumption under (1) of this subsection shall be rebutted as of the date of that
action by the Department of Revenue, and

(A) the person shall have a reasonable time (as prescribed by the Depart-
ment of 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) if the person fails to cure thr efect or fulfill the conditions specified
by the Department of Revenue pursuant to (A) of this paragraph, or if 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 I..e Department of 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) of 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 of 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) of this subsection within six months of its submission, the presumption
under (1) of this subsection shall be extended until the Department of Revenue does
act on it; if 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
fAkes 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) of this
subsection.

o Double Taxation of Oil 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
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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 of 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 million this fiscal
year and S498.1 million 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 million and $48.5 million, respectively.3 Based on the state-
municipal ratio for FY2002, this implies a total tax under AS 43.56 of 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 of all taxes now im-
posed by the state or any of its municipalities, and neither the state nor a
municipality may impose atax upon

(1) producing oil or gas leases;
(2) oil or gas produced or extracted in the state;
(3) the value of intangible drilling and exploration expenses.

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 of 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 of oil and gas products at retail.

§2,¢ch. 7. ESLA 1955.
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(b) The taxes imposed by this chapter are in place of 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.[9]

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 of the property” beyond the first
$1 000 of each sale, and “taxes one the sale or use of [natural] gas or unrefwd oil[.]”

Together, these two statutes provide that the special taxes ( n our industry are in place of
other, more general taxes that could or would otherwise tax our operations a second time.
The State historically has thought, rightly, that the taxation of 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 of conducting these operations. Here are some illustrations of how

this would occur:

« Exploration operations. All 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

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 ref ncd.
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company on behalf of 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 afield on behalf of all the owners appear to be taxable services performed
by that operator for the other owners. As with exploration, the drilling of 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. All material and supplies being used in the operations of
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 of 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 of intrastate or inter-
state transportation’” g 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 if the ... property [is] being transported in interstate
or foreigh commerce under asingle contract” (emphasis added). Even if the latter
is the rule that applies, it is unclear how it will 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 of all non-Pmdhoe oil from this exemption under AS 43.44.2207
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

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.”
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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 of custody and/or
legal title that occur with respect to North Slope oil on its way from the field to its
destination. There is atransfer of custody8when the oil moves from the field into
the pipeline serving that field, and again each time the oil is transferred from the
facilities of one pipeline into another. There is afinal transfer at Valdez when the
oil is loaded onto atanker. Legal title to the oil may be transferred from one affil-
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 will be
subject to the sales tax[.]” If 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 of legal title to the oil except the last one — and quite possi-
bly each in-state transfer of custody as well9— would be taxable with the tax be-
ing 3% of the oil’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, if 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.

8 A transfer of 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.

1 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 of
transporting Alaskan oil by three percent. That will reduce the netback value of 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 will 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 of crude oil
for Alaska’s in-state refiners, weakening their operating economics and perhaps threat-
ening the jobs of 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 follow-
ing Bill 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 of oil and gas;

(2) property and services used or contractually committed for
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.
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(1) producing oil or gas leases;

(2) [OIL OR GAS PRODUCED OR EXTRACTED IN THE
STATE;

(3)] the value of intangible drilling and exploration expenses.

(cll(b)] The taxes imposed by this chapter are in place of 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 of 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 of the property except for the retail
sales tax on the first S1,000 of each sale;

(B) taxes on the sale or use of gas or unrefined oil;

(C) taxes on the sale or use of services used in or associated with the
property or in its maintenance or operation except for the sales tax on the first
S1,000 of 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 of 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
use of the property.



AOGA Comments on HB 293 (state sales & use tax)
May 12, 2003
Page 10

This concludes AOGA’s comments on the major substance of HB 293 as it impacts our
industry. However, in the course of examining the Bill to understand how it would oper-
ate, we have come across a number of technical matters of substance, as well as some
drafting problems, that should be corrected in the Bill. These are discussed in the follow-
ing portion of 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 Bill 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. If aperson manufactured the property that s/he is using, the use of 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 of 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.
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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 atrans-
action should be deemed to occur.

On p. 3. lines 30-31: This says only someone “registered"” with the Department of Reve-
nue and holding avalid 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 of 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 Bill 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 of 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 of "official”
in this context because “officer” includes military officers as well as civilian officials,
whereas “official” is not ordinarily used to describe military officers.

On p. 4. lines 6-9: In the 214 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 will 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-



