


FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurmber
2007 LEGISLATIVE SESSION Bill Version:
( Publish Dete:
Revision Dale/Time (Note if correction): Dept. Affected; Administration
Title “An Act relating to vacating lanes or sloning down RDU Division of Motor Vehicles I

for certain vehicles slopped...." Component  Motor Vehicles

Sponsor Rep. Coghil!
Requester (H)TRA

Component Ho. 2341

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise i.oted below

OPERATING EXPENDITURES FY FY FY FY FY 20; Fy201-*
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING

00 001 (b

ICAPITAL EXPENDITURES (I)| 0.0 (Dl

00 o-o (DI m Q)I (DI

of Doll

ICHANGE INREVENUES ( )

FUND SOURCE

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF'Mental Health

Other (Spedfy Type-Oo nol. ot’*=&e€)

TOTAL
Estimate of any current year (FY2007) cost: 00
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal:
POSITIONS
Full-time Pl 0 0 0 0 ol
Part-time 0, 0 0 0 0 0
Temporary 0 0 0 0 0

ANALYSIS:  (Attacha septal# pep# / necessary)

This bill does not impact the Division of Motor Vehicles

Prsgared by Duane Bannock, director Phone 485-2200

OMsion Moior QatrVTWne 2/tQ/20Q7 11 00a
Approved by - KewrBOofc* Commrtmnor Date 2/12/2007

Agency Oopartment ol ov.raion
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Nurber: ~ HBL02-LAW-CJL-2-13-07
2007 LEGISLATIVE SESSION Bill Version: HB 102

(O Publish Date:
Revirion Date/Time (Note if correction): _Dept. Affected.
Title An Act relating to passing stationa. /vehicles. *RDU Criminal

’Component  Criminal Justico Litigation

Sponsor Representative Coghill
Requester House Transportation Component No.

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include Inflation unless otherwise noted b e lo w .
OPERATING EXPENf TURES
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structurej
Grants & Claims
Miscellaneous
TOTAL OPERATING

[CAPITAL EXPENDITURES

ICHANOE INREVENUEST
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Spec-V Type-Oo nor atorerarej
TOTAL

Estimate of any current year (FY2007) coat: 00
Mark this box (X) if funding for this bill la Included Inthe Governor's FY 2008 budget proposal:

POSITIONS
FuUbmr
Pwi-amo
Temporary
ANALYSIS: (Aa™ <Marwr prYy /lewuay;
The td wockl require a driver to safety vacate the adjacent lane or slow to a reasonable speed wt-en
passmgee tam stationary vefMdesh.mg used to per”~ rmofAoai duties The M wotAd apply to todMmokS
as wee as pofcee. fire, emergency faid arvmal control vetudes when the siefconary veftdt <6tksptaymg
flashing emergency bghts The department does not anbopete a*., srgnrftcanl <Hcai impact

Phone MVVIT?

Prepared by  Hi=>nM—wry Agmo Qvecttv
OaxV/Tene jrljio? to 7? am

Owteon l«rv<w Proo>*
Approved by U«..0-i «¢y TaWCob—q AlVy-P, C Ode HVTOOf
Agency Oepanwwum or t+>»>
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number ~ HBi02-oPs-AST-2-1407
2007 LEGISLATIVE SESSION Bill Version: HB 102
() Publish Date:
Revision Date/Time : Dept. Affected: Public Safety
Title An act relating to passing stationary vehicles RDU Alaska Stale Troopers
Component AST Detachments
Sponsor Representative Coghill
Requester House Transportation Committeo Component No. 2325

(Thousands of Dollars)

Expenditures/Revenues
Nolo Amounts do not include inflation unless othernise noted below

OPERATING EXPENDITURES FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
rants & Claims

Miscellaneous m CD m (D m m

TOTAL OPERATING

FY 2010 FY 2011 FY 2012 FY 2013

ICAPITAL EXPENDITURES | | | | | |

ICHANGE INREVENUES ( ) | |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Spaofy type-Oo ror actvewuia) m m (D m m m

TOTAL
Estimate of any current year (FY2007) cost: (D
Mark this box (X) If funding for this bill Is Included n the Govemor't FY 2008 budget propc sal: 1
POSITIONS
Fua-bme
Part-tine
Tenporary
ANALYSIS: fAaecn™ peg™/ recessary;

Ttws b | is a't act relating to vacating lanes or slowing down for certain vehicles Stopp'd along the side of a

road

Passage of tfss legislation w* have no fiscal impact on the Department of Pub*. i*>fety

Phone 90/-247-4450

Prepared Or It Rodney OxI
Oate/Tma 7*of tooo

OA\OA Quwwon of AXso Sure TiPo>:
Approved Of  ComnrP=*222| WeaMoneaan Date 2/14/2007
Agwvy Oepertrmenr ol
rage i of 1
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Pubiic Safety Employees Association, Inc.
“Representing Alaska’ Finest”

HB 102 Position Paper

The Public Safety Employees Association supports HB 102. The bill's
goal is to correct a technical error in AS 28.35.185. The bill
clarifies the requirement for motorists to /acate lanes or slow down
when coming upon an accident. The bill pronotes safety, encourages the
most expedient flow of traffic, and protects public safety and
emergency responders during highway emergencies or enforcement.
Accidents on our highways endanger more than the motorists involved in
the accident, so expedient efforts to clear an accident and to 3low
traffic during a mishap prevents the further oss of property’, life or

injury.

HB 102 larifies the intent of AS 28.35 to require m~™orists, when
approaching either emergency or law enforcement vehicles performing
official dutiea, to vacate the lane on highways with two or more lanes,
and for motorists to slow to a reasonable and prudent speed on highways
with fewer than two lanes. Requiring motorists to vacate a lane where
an accident has occurred on multilane highways promotes safer driving
conu™wions for motoriats and provides a cushion in which emergency
responders and law enforcement can more safely perform their duties.
Requiring motorists to reduce speed on single lane highways, when
approaching a scene where either law enforcement or emergency
responders are working, is safe.* for motordsts and for those performing

their public safety duties and responsibi. ties.

HB 102 has the potential to save the lives of public safety officers
conductdang traffic stops, emergency personnel responding to accidents,
tow truck operators working an accident, and fire fighters stabilizing

an accident area.

We appreciate Representatives John Coghill and Nancy Dahlstrom for
offering this technical change so that AS 28,35 achieves the purpose

for which it was offored in 2004.

2/15/07

4100 |tonmif*r Suiir 1t AacHnrafr. AUtU wVM
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SARAH PALL\, GOVERNOR

State Of AIaS ka 333 Willoughby Avenue, 1Ilh Floor

P.O. Box 110400

Department of Revenue Junesu, Alsaky 9981L0W)*
Commissioner's Office Phone: (907)465-23(0

Fax: (907) 465-23)4

January 16,2008

The Honorable Kyle Johansen

Chair House Transportation Committee
Alaska Stale Legislature

Juneau, Alaska

Re: HB 106, Repeal Tire Tax

Dear Chairman Johansen:
House Bill 106 was referred to the House Transportation Committee.

HP .06 repeals fees imposed on the sale of new tires, the sale of certain studded tires,
and the installation of certain metal studs on tires. Families in Alaska should not be
financially penalized by purchasing safer tires for their vehicle.

Current law imposes a fee of S2.50 a tire on the retail sale of new tires for motor vehicles
designed for use on a highway. Cuncnt law also imposes an addition:! fee of S5.00 a tire
on the retail sale of new that are studded with metal studs weighing more than 11 grams
each and on the installation of such metal studs on tires. HB 106 would repeal s> ;fthose

fees, effective July 1,2007.

I respectfully request that HB 106 be scheduled for a hearing at your earliest
convenience. | urge your prompt and favorable action on this measure.

Ifyou need assistance or information, please do not hesitate to contact Jerry Burnett at
465-2312.

Very truly yours.

Patrick Galvin
Commissioner



Sarah Palin PO.H)(ltCII] -
Governor Juneau, Alaska m i_l-oooi

2OERN\CRICOV.
A LB STAIEAK LB
State of Alaska

OFFICE OF THE GOVERNOR
JUNEAU

April 19,2007

The Honorable Kyle Johansen, Chair
House Transportation Committee
Alaska State Legislature

State Capitol, Room 13

Juneau, Alaska 99801-1182

Dear Rep. Johansen:

| respectfully request a hearing of Governor Palin's legislation, House D;ll 106,
"An Act repealing fees imposed on the sale of new tires, the sale of certain studded tires,
and the installation of certaii metal studs on tires; and providing for an effective date.”

Families in Alaska sitould not be financially penalized by purchasing safer tires
for their vehicle.

Current law imposes a fee of S2.50 a tire on the retail sale of new tires for motor
vehicles designed for use on a highway and an additional fee of $5.00 a tire on the retalil
sale of new tires that are studded with metal studs weighing more than 1.1 grams each
and on the installation of such metal studs on tires. The Governor's bill would repeal all
of those fees, effective July 1, 2007.

| urge your prompt and favorable action on it.

shrriwWTfiey /
egisintiVo Director
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Revenue and Taxation 62

§ 43.98.025

exemption from local assessments and extends to land received in an exchange undet?
§ 22(f) of the federal Act or AS 38.50.. t fB
(d) Use ofthe terms “corporate funds”and “dividends”,in 8§ 7(j) and (m) ofthe federal
Act, does not determine whether the money is a dividend, distribution to shareholder”™
funds which are property, surplus or capital ofa regional corporation for the purposes df
this title or AS 10.06 or other applicable state law, the provisions of§ 8, ch 70, SLA 1972 j
notwithstanding. (§ 5ch 70 SLA 1972; am 88 74,75 ch 14 SLA 1987; am 88 51,52 ch 66

SLA 2005)

Revl, or* notes. — Formrerly AS 4380015, Re-  effective June 25, 2006, updated

nutbarc 4in 202 In 1088°AS 10.06 'was substituted
for "AS 1005" in subect;on (d) to confom to the
enactment of AS 1006 and uie repeal of AS 1006 by
ch 165 SLA 19

subsections (@) and () and mede stylistic dages! r

Legislative history’ reports. — For report anch
70, SLA 1972 (CSHB 731), see 1972 House Jourral, g
83r.

Effect of amendments. — The 2006 anmendernt,

\ Ul

Sec. 43.98.025. Tire fees, (a) A fee 0f$2.50 a tire is imposed on the retail sale ofnew
tires for motor vehicles designed for use on a highway.

(b) In addition to the fee imposed under (a) ofthis section, a fee of $5 a tire is impoted
on the retail sale in the state on or afterJuly 1, 2004, of tires for motor vehicles d ;gned
foruse on a highway that are studded with metal studs or spikes weighing more than 1.1
grams each embedded in the periphery of the tire surface and protruding beyond the
tread surface oftht tire, or on the installation in the state on or afterJuly 1, 2004, for a
fee of metal studs or spikes weighing more than 1.1 grams each on a tire for a motor
vehicle designed fcr use on a highway.

(c) A seller shal add the amount of the fees imposed by this section to the total price
of the tire or service subject to the fee*, and the fees shall be stated separately on any
sales receipt, invoice, or other record ofthe sale or otlier transfer or of the installation of
studs. That portion of the total price of the tire or service consisting of the fees imposed

by this section is not subject to a sales tax or a use tax imposed by the slate or a

subdivision of the state.

(d) A seller shall collect the fees from the purchaser. A seller shall file a return on a
form prescribed by the department and remit the fees coLcted to the department not
later than 30 days following the last day ofthe calendar quarter ofthe sale or installation.

(e) A seller remitting the fees collected under this section to the department within 30
days after the last day of the preceding calendar quarter may retain five percent of the
amount collected, not to exceed $900 a quarter, to cover expenses associated with
collectin'land remitting the fees.

.(f) The provisions ofAS 43.05 and AS 43.10 apply to this section.

(g) The fees imposed in this section do not opply to the following tires and services if
the purchaser provides the seller with a certificate of use on u form prescribed by the
deportment:

(1) tires or services sold to federal, state, or locul government agencies for official use;
or

(2) tire? for resale.

(h) In this section

(1) “highway" has the meaning given in AS 28.90.990;

(2) “motor vehicle" has the meaning given in AS 28.90.990;
(3) “seller" monns n seller oftires or a person who installs studs on motor vehicle tires

for a fee. ($ 1ch 131 SLA 2003)
Reviaor'amtes.—lnm,inﬁlﬂjgt(l)aﬁd( ofthi*

ecdn, "AS 2590900 wan ituted "AS

2540100" to reflect the 2006 renumbenni of AN

\'lich enacted thia aection, took effect an Septerrer
2d 208
Legislative history report*. — For

2840.100
Effective dales. — Section 1, ch 13* SLA 2003

Qs overmor™>
tranimittal letter for ch 131 SLA 2003 (Serate Hill
106), aee 2008 Senate Jottrr j) 39L

feda’dreferemesip:}
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To:

From:

Alaska State Legislature

HOUSE TRANSPORTATION COMMITTEE
Representative Kyle Johansen, Chair
325108
House Transportation Committee Members

David Scott, Committee Aide

HB 106 was heard and held in HTRA on 4/26/07.
Members present:  Rep. Johansen

Presenters:

Rep. Neuman
Rep. Johnson
Rep. Fairclough
Rep. Doogan
Rep. Salmon

Jerry Burnett, Legislative Liaison, Department of Revenue
Mary Siroky, Legislative Liaison, Department of Transportation

Attached to this memo are the minutes for that portion of the hearing.
Qu;™ points arc;

HB 106 repeals $2.50 tax for new tires and the $5.00 tax on studded tires.
Administration believes safer tires shouldn't be penalized
Mr. Bumctt said that the revenue from the tax is roughly $ 1.6 million/year.
Mr. Burnett said that operational cost to administer the tax is S55,000/ycar.
Mr. Bumctt said that it’s the only tax imposed at the retail level.
Revenue goes to General Fund and isn’t tied to any specific program.

Mr. Bumctt said that there is no plan to replace the revenue as it’s a very small revenue
source and revenue projections arc great enough to cover the cost.

Referring to the effect of studded tires on roadways, Ms. Siroky noted Uiat there arc.
different types of studs, which result in different wear and tear on the pavement. It is her

undcrstar. ling that metal studs arc the most abrasive.



highway.

MR. OTTESEN pointed out that the aroa plans over the last 10
years all included [review] of new technologies. He highlighted

that the department has reviewed the new dirigibles and tilt
rotor crafts, hover crafts, and fast ferries.

2:41:36 PM

REPRESENTATIVE DOOGAN noted his support of the legislation, but
expressed his desire that the committee's concern with the size

of the fiscal note be related to the House Finance Committee.

2:42:08 PM

REPRESENTATIVE NEUMAN moved to report CSHB 80, Version 25-
LS0360\K, Kane, 4/26/07, as amended, out of committee vith
individual “ecommenda*-ions and the accompanying fiscal notes.
There being no objection, CSHB 80(TRA) was reported from the

House Transportation Standing Commitiee.

The committee took an at-ease from 2:42 p.m. to 2:46 p.m.
HB 106-REPEAL FEES FOR STUDDED TIRES

2:46.x9 PM

CHAIR JOHANSEN announced that the next order of business would
be HOUSE BILL NO. 106, "An Act repealing fees imposed on the
sale of new tires, the sale of certain studded tires, and the
installation of certain metal studs on tires; and providing for

an effective date."

2:46:37 PM

JERRY BURNETT, Legislative Liaison;, Director, Administrative
Services Division, Department of Revenue, explained that HB 106
repeals the $2.50 tax for new tires and the $5.JO tax on studdeu

tires. The administration doesn't believe the aforementioned
tax is an efficient way to raise money. He related his
understanding that it's the only tax that the state imposes at
the retail level. The administration believes that families who

install safer tires shouldn't be penalized.

2:48:09 PM

HOUSE TRA COMMITTEE -17- April 26, 2007



REPRESENTATIVE FAIRCLOUGH inquired as to the governor's plan to
replace the revenue generated by these taxes.

MR. BURNETT relat™i his understanding that the revenue from
these taxes amount to about $1.6 million a year with operational
costs of about $55,000 a year. At this point, there is no plan
to replace the revenue as it's a very small revenue source and
the 2007 revenue projections are great enough [to cover the

loss]. If the desire is to replace these taxes, one would want
to do so with a tax that is more efficiently administered and
one that's not a retail-level tax.

2:49:10 PM

REPRESENTATIVE FAIRCLOUGH inquired as to the maintenance costs
on the roads.

MR. BURNETT said he couldn't answer that, but offered that it's
clearly in the tens of millions of dollars or more. He reminded
the committee that the revenue from the existing tax on tires
goes to the general fund and isn't tied to any specific program.

2:49:36 PM

REPRESENTATIVE FAIRCLOUGH asked whether the administration will
be recommending an increase in the fuel tax.

MR. BURNETT said that he isn't aware ofany [proposal] for such
an increase. He informed the committee that to replace the tax
would require a .4 of a cent tax per gallon. Alaska has the
second lowest fuel tax in the nation, he noted.

2:50:18 PM
REPRESENTATIVE NEUMAN, continuing on the line of comments by
Representative Fairclough, opined that the state will be facing
a deficit situation in the next couple of years. He mentioned
his support for removing this cax, and then related his
understanding that tobacco and alcohol have a retail-level tax.

MR. BURNETT clarified that tobacco and alcohol taxes as well as
motor fuel taxes are collected by the distributors.

2:51:05 PM

CHAIR JOHANSEN related that he has anecdotally heard of the
effects of studs on the roads.

HOUSE TRA COMMITTEE -18- April 26, 2007



2:51:40 PM

MARY SIROKY, Legislative Liaison, Office of the Commissioner,
Department of Transportation & Public Facilities, confirmed that
there are different kinds of studs, which result in different
wear and tear on the pavement. She related her *understanding
that the metal studs are the most abrasive. She highlighted
that many are wusing the new tires, which were developed for all
seasons and provide a more significant stopping ability, rather

than studs.

2:52:26 PM

REPRESENTATIVE NEUMAN inquired as to why the legislation would
refer to certain netai studs as cpoosed to just metal studs.

MS. SIROKY said she didn't know why that language was chosen.

2:52:50 PM

REPRESENTATIVE NEUMAN asked if the governor intends to remove
the tax on studded tires.

MR. BURNETT explained that current statute requires a $5 fee for
tires with a stud weight of more than 1.1 grams. Therefore, the
language referring to certain studs was used because there isn't
a $5 fee for those who use the very light weight studs. Mr.
Burnetc recalled that passage of the tax was to encourage the

use of light weight studs.

2:53:31 PM

CHAIR JOHANSEN asked if there is any data regarding the impact
of the tax.

MS. SIROKY said she doesn't know if DOT&PF has any data that
speaks to a differential in the wear and tear associated with
the passage of the tax. She offered to see if such data exists.

MR. BURNEIT said that there is no evidence in the trend that
fewer stt Idtu tires are being sold. However, the law has only

be in effect since 2004.

2:54:20 PM

HOUSE TRA COMMITTEE -19- April 26, 2007



REPRESENTATIVE NEUMAN asked if deletion of the term "certain"
would be problematic.

MR. BURNETT reminded the committee that the effect of this
legislation is to remove the taxes on tires, includirg all
studded tires. The reason for the language in the title is that
the existing statute taxes only certain studded tires at a
differential rate. The language is consistent with what the

legislation would actually do.
2;55;12 PM

REPRESENTATIVE NEUMAN surmised that if the title remains the
same, the intent is to remove the tax on studs and tires and all

taxes placed on tires.
MR. BURNETT replied yes.

2:55:43 PM

REPRESENTATIVE NEUMAN asked if the title of the legislation
should be changed to reflect [the intent].

2:56;01 PM

REPRESENTATIVE FAIRCLOUGH opined that it has been appropriately
handled. She then read the existing statute, which is specific

to metal studs.

2;56;44 PM

CHAIR JOHANSEN, wupon determining there were no other questions
or persons wishing to testify, closed public testimony. He
related his understanding that there are a few outstanding
qguestions, and therefore he would hold over HB 106.

2:57:21 PM

ADJOURNMENT

There being no further business before the committee, the House
Transpor ation Standing Committee meeting was adjourned at 2:57

p.m.

HOUSE TRA COMMITTEE "20- April 26, 2007



Identifier (file name): HB106-DQR-TAX-1-15-0B Dept. Affected; Revenue 04

Title Tiro Fee Ropeal RDU Taxation and Treasury
Component Taxation and Treasury

Sponsor Governor

Requester Houso Transportation Component Number 2476

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below
Appropriation

Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services (3$50 (70.0) (70.0) (70 0) (700)
Travel (1.0) (2.0) (2.0) (2.0 0
Contractual 26) (5.2 5.2 (5.2) (5.2)
Supplies (0.5 (1.0) 1.0 (10) (10)
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING (78.2) (78-2) (78.2) (78.2)
ICAPITAL EXPENDITURES | o.0 | 0.0 | 0.0 | 0.0 | 0.0 |
ICHANGE IN REVENUES ( ) 1 (1.184.0)1 (1.515.001 (1,530.001 (1.546.001 (1.582.0)1
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF (39.1) (73.2) (78.2) (782) (782)
1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts

TOTAL 00 39.1) (78.2) (78.2) (78.2) (78 2)
Estimate of any current year (FY2008) cost: 00
POSITIONS
Full-time =05 <t -l -1 -l
Part-time
Temporary

ANALYSIS: (Affac/ia iopartto pap*itnecoiwy)

See Attached

Prepared by: Dan SbcVet. Economist
Division Tax

Approved by. Jerry Burnett Date 1/1S/2006

Department ol Revonun

Phone (907)465-3279
Palermo 1/15/06 12 00 AM

FY 2014

(70.0)
2.0
5-2)
1.0)

(78.2)
0.0!

(1.578.0)1

A8 2)

(78.2)

-l
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BUI Language: >.ad@"s tirefee has two components: a $2 50 fee pertireon dlnew tiressold inAlaska and an additiaal $5 fee per
tweon dlnew breswith heavy stud?and the instaHat" anofheavy studs innew or used tires. This tdiwould repeal both components of

Alaskas tiefee.

The effectivedalle of tre MI. angirellly introcliced inJanuary 2007. sduly 1,2007. However, our analysiis presarited here isbased on
the assunptiion trat the effective date vill be changed o July 1.2008.

Revenues: Acocording tothe Alaska State Accounting System (AKSAS) . the tire lee gererated $1.511.000 InFY 2007.
In he Department of Revenue”™s Falll 2007 revenue farecst, tirefess are protected togererate the foSoamg revenues

F> 2009 $1,499,000
FY 2010: $1,515,000
FY 2011: $1,530,000
FY 2012: $1,548,000
FY 2013 $1,562,

FY 2014: $1,578,000

Wirth the repeal of the tire fee. therewillitbe no revenue frantte feem FY 2010 and beyond  InFY 2009. thereviltbe res . .me fram

returs torthe Ami-June 2008 g.arter. These refam, are due July 30. 2008. with protected revenue lotalog $315,000  T.vs estimate
B less then 25% of the Tdoyear forecest bwcause of sen todlity: AKSAS data irdicate et nFY 2007. only 21% of the year's reverv
was attributzble tothe Anl-Jdure queher. The protected FY 2009 revenue lloss fram repesking the tire fee i5$1,184,000 ($1,49,000 =

$315,000)

Bpenditures: The legafore funded one new hosiibon inthe Department ofRevenue when tre tieleebecame < uveon
September 26. 2003 The positicnwas a Tax Tedmician ll(Range 14) The experpifores section of tics fisal note represants tre
elimiration of tispositicn The estimated reduvnon neqenditures m FY 2009 stoner then nfolllovirg years because work related to
the lee witaotinue torat lesst tvwo garters follovirg elimintion of the fee

Pago 2 o(2



Available online at www tax.state.ak.us



This annual report covers fiscal year 2007 ended June 30, 2007.

This report provides an overview of programs administered by the Tax
Division and statistics of revenue collections and other information
related to those programs.

The figures in this Tax DivisionAnnual Report differ slightly 1rom those of the Revenue
Sources Book (www. tax.stale ak us) due to timing issues Some amounts which should have
been recorded in the following fiscal year were recorded inFY 2007 In the statu accounting

system
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Tax Division Qvsrvtow

The Tax Division *d ‘inrsters the
fadlowii'g prograns which generate
a significant portion o' General Fund
revenue uxed for funding state
government and projects throughout
Alaska

Programs Administered by the
Tax Division

AH and Gas Taxes
Conservation Surcharge
Corporate Income
Production

Property

Excise Taxes
Alcoholic Beverages
Commercial Passenger Vessel
Motor Fuel
Tee Fee
ToOecro
Vetode Rental

Other Taxes
Eltctnc Cooperative
Estate
large Passe «gar Vessel
Gambfang Tax
Mg license
Regulatory Cost Charges

Telephone Cooperative

Corporate Income Tax
(Other than o> and gas)

Fisheries Taxes
Ov Fishery Management
Fishenes Buunets
Fishery Resource landing
SeSnon Enhancement
Seafood Development
Seafood Marketing

Other Program™*
Gamng
Revenue Soiaces Reporting
Salmon Pnce Reporting
Undemed Property
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Figure 1- Three-Year Comparison of Revenue Collections
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Flour
Ta9< DeIVI2 lon Collections - All Funds

Alcohol  Fsheries Business
Other Athene> 1% - 1% Tobacco
1%
Motor Fuel
Other Corporation o
3o

Ql 6 Gas Property
2%

Total Tax Collections $3,546,365,901

Oil & Gas Production includes production taxes and conservation surcharges

Other Fisheries includes fishery resource landing dive fishery management, salmon enhancement
salmon marketing and seafood development taxes and seafood marketing assessments

Other includes commercial passenger vessel, estate electric cooperative telephone cooperative and
VS rental taxes t*e and gaming >ess and regulatory cost charges
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2007 New Legislation

HB 2001 (Ch 1 SSSLA07) -
Alaska’s Clear and Equitable
Share (ACtIrE]eS). Thﬁ legislation,
passed in the special session in
base all angOO i Erodm by
a oS on tax rate
from 22.5% 1o 25% and amended
the pr sur tax rate
10 0.4% for every dollar
per barrel exceeds $30 (it
was 0.25% on profits exceeding
$40 per barrel under PPT). If net
proﬁt per barrel is more than $92.50
the pr surcharge is0.1%
for every dallar the net profit per
barrel exceeds $92.50. Like 1he
PPT legdlation enacted in 2006,
the ACES tax is levied on the net
value of al and production
The ACES legislation continued the
authorization of credits for capital
expenditures, exploration oosts,
prior year investments and sl
| producer incentives with some
amendments to the rate and timing
ot these crediits.

The tax also sugjects legacy fields
Prudhoe Bay and Kuparnuk toa
standard deduction for operating
expenditures. The standard
deduction amount is based on 2006

@((gerdlwr% applicable

to ﬁoser%el ith a 3% per year
inflation component. The standard
deduction provision will sunset at the
end of calendar year 2009. unless
the legislature extends it

The ACES legislation darifies that

the of Revenue may
require more thorough reporting
from iIesona

compani

geachamjal basis On I\/_arch_i’ISISt
year, companies Wi

submit an annual tax retum thet

2007AnnualReport

will “true-up'* any tax lialilities or
made thr the
year. Companies will be required to
provide th* of Revenue
with tl.eir udst estimates o' future al
production and lease expenciiuﬁﬁ
These reporting requirements Wi
greatly enhance the department’s
ability to administer the tax ad
forecast tures and revenues

fromall and gas production.

other administrative changes,
ACES i0kes for a dass of auditars
thet will be fromthe state
dﬂssh;ig pay scele, agmaﬂtors
Wi sIXyears to ete
production tax audits.

The mejority of the ACES tax is
retroactive to July 1, 2007, although
SoTe prd Sions are retroactive to
the implementation of the PPT. an
Apil 1 2006, induding provisions
that deductions and ¢ edits
ansing for a vidlation of law;, failure
to conply with a lease or that result
inor respond to an unscheduled
reduction in al or gas proluction
oranal salll. on ations
beganmmyDecerrber 2007édard1heﬁrst
ACES estimated pe, nents
are expected to be filed at tho end
of February 2008. The first annual
filing and «true-up- of five months
o.fference tetween PPT and ACES
tax rates fram Jduly 1. 2007,
December 31. 2007, will be due on
March 31. 2008

SB 84 (Ch 61 SLAQ7) - Testing
and Packaging of Cigarettes.
This legidlation tobacoo
statutes tc authorize inposing awvil
ties and suspending business
icense endorsements for inproper
sale of tobacco products




Jonathan lversen, Director
Anchorage Office
907-269-6620

Johanna Bales, Deputy Disector
Anchorage Office
907-269-6628

Paul Dick, Chief of Operations
Juneau Office
907-465-4773

Accounting & Collections

Mary Jane Doster-Gates. Manager
Juneau Office

907-465-3776

Appeals

Hollie Kovach, Chie'of Appeals
Anchorage Office
907-269-6640

Audit - Excise

Collins Moum, Manager
Anchorage Office
907-269-0816

Audit - Income

Robynn Wilson. Manager
Anchorage Office
907-269-6634

Audit - Production
Gary Rogers, Managei
Anchorage Office
907-269-1042

Economic Research

Michael Williams. Chief Economist
Anchorage Office

907-269-1019

Examination & Audit
Tim Cottongim Manager
Juneau Office
907-465-3695

Gaming

Jeff Prafher, Manager
Jtirs€dU Office
907-465-3410

Investigations

Scott Stair, Chief of Investigations
Anchorage Office

907-269-6591

information Technology
Donald McDonald. Manager
Juneau Office
907-465-2387

Program Coordination

Clay Cummins, Program Coordinator
Juneau Office

907-465-2370

Property Tax

James Greeley, Manager
Anchorage Office
907-269-1029

Unclaimed Property
Rachel Lewis, Manager
Juneau Office
907-465-5885

Website vvwtax state ak us
Staff e-mail firste me.lastname@alaska.gov


mailto:firstn3me.lastname@alaska.g0v

Alaska Tax D ivision 2007 A nnualReport

| n nm



During fiscal year 2007, the Tax
Division was staffed by 121 full-time
and 5 non-permanent or college
intem pasitions; and maintained
offices in Juneau and Anchorage.
The division’s FY 2007 operating
budget was $10.5 million.

The division is organized

according to the functional groups

of Accounting and Collections
Appeals, three Audit Units,
Econorr'o Research, Examination
and Audit, Gaming. Investigations.
Oil and Gas. Property Tax.
Unclaimed Property, and the support
groups of Administrative Support
and Information Technology.

Operations

Overview

Operations receipts and processes
all tax returns and payments except
ail and gas production and p. operty
tax retums that are processed in
Anchorage. Operations is comprised
of Accounting and Collections,
Processing. Examination and Audit,
and Information Technology

In conjunction with provisions for
the Constitutional Budget Reserve
Fund. Operations accounts for

oil and gas settlement payments
received b; the state

Accounting and Collections
Accounting and Collections
processes payments and reconciles
Tax Accounting System (TAS)
revenues to the state s accounting
system (AKSAS) The unit includes
an enforcement function to collect
delinquent lax accounts, taking
actions such as filing liens and
lewying assets and wages This
unit also approves clearances from
state agencies that are meking final
payment on stale contracts

The unit distributes taxes and fees
to municipalities in accordance

with statutory requirerments and
periodically issues warrants to
communities for the statutory portion
of tax collected. The amount shared
is based upon where the tax or

fee is derived. InFY 2007, the Tax
Division distributed $26,281,052

to 119Alaska communities. The
folloning taxes and fees are subject
to sharing:

= Aviation Motor Fuel

< Commercial Passenger Vessel
= Electric Cooperative

= Fisheries Business

= Fishery Resource Landing

= |eicphone Cooperative

= Alcoholic Beverage License

Taxes collected for fisheries
business and resource landing
activities in an unorganized borough
are shared with municipalities
through an allocation program
administered by the Department

of Commerce Community and
Economic Development (DCCED)
The Tax Division transmits funds to
DCCED each year for allocation For
FY 2007. the division transmitted
$2,405,999 for additional sharing

A shared tax report is prepared
annually, which summarizes

the amounts shared with each
community The division distnbutes
the annual report to the public on the
Intemet The leport is ava "able at
wwwtax state ak us

The unit summarizes and reports
financial data and provides financial
oversight and control of agency
accounting functions

The unit data enters tax retum
information into the division's
databases - TAS (Tax Accounting
System) and DEE (Data Entry and
Examination) More than 30.000
retums are processed annually
through this unit, distnbuted to the
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appropriate examination unit and
ultimately filed or archived.

Examination and Audit
Examination and Audit is

respo isible for corporate and

fieher es taxes. The primary function
uf ihe section is to efficiently and
accurately process a high volume of
tax retums.

The Examination and Audit section
includes the Corporate Tax and
Fisheries Tax units.

Corporate Tax receives corporation,
partnership and other informational
retums associated with the
corporate net income tax and assists
in updating corporate tax retum
formrs to refif ct changes in federal
and Alaska tax lawns.

The unit conducts compliance
activities sue as securing returms
from businesses and individuals
required to file tax retums,
comparing intemal data with
information from e/ternal agencies
(IRS and Alaska Department

of Commerce. Commu itty and
Economic Development) to identify
potertial taxpayers, and folloning up
on compliance leads fromin emal
and external sources

Fisheries Tax processes license
requests and examines tax retums
for all fishenes related taxes

The unit also licenses fish i.es
businesses that process or export
fishenes resources fromthe state

As part of the licensing function, the
unit accounts for cash prepayments
and other forms of security
submitted by processors to secure
payment of their fisheries business
tax liabilities

The unit also administers the fish
processor surety bonding program
as surety against future claims from
employees and fishermen

This unit examines retums for

the folloning tax types: fisheries
business, dive fishery management,
fishery resource landing, salmon
enhancement and seafood
development; and Alaska seafood
marketing assessments.

Information Technology

The Information Technology Un
maintains databases and provides
technical comruter support to the
division. The unit also maintains
online applications, the division's
website and provides assistance in
forms publishing.

The unit researches, coordinates,
develops and implements technical
upgrades that enhance customer
service toAlaska's taxpayers.

Gaming

Garing issues annual permits

to not-for-profit org,.  izations to
conduct gaming activities and
licenses operators to conduct
gaming activities on behalf of
permittees. Gaming alsj issues
licenses to pull-tab manufacturers
and distributors

The Gaming group publishes an
annual report that includes more
deta.Ld information and descriptions
of the pi gram The report is
available at wwwitax state ak us.

Gaming conducts compliance
audits to ensure gaming activities
are conducted wrtnin the scope of
gaming lans

Economic Research

Economic Research is responsible
for monitoring and forecasting the
state s revenues

Economic Research monitors state
and national economic conditions,
national and intemational ail
markets, and conducts research
needed to anticipate economic and
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business trends that affect state

tax revenue. The unitworks with
other state agencies to conpile
information for the Revenue Sou’ces
Book, a semi-annual publication that
contains historical and forecaste']
revenue information to assist

the governor and legislature in
developing the state's budget; the
book is available at wwww.tax.state,
akus.

The Economic Research group also
provides morthly updates on the
state's cash flowand a comparison
to the amounts projected in the
Revenu . Sources Book to provide
the most up-to-date information.

The Economic Research group
publishes average Alaska North
Slope crude ail and natural gas price
information. The price information,
known as “prevailing value ' is

one of the key variables used to
determine tax lighility fromail and
gas production. The group provides
daily and weekly updates on pnces,
with a comparison of the recent
data to that forecast in the Revenue
Sources Book.

The Economic Research group
publishes statewide average price
information (fromdata provided by
Departrment of Fish and Game) for
fishery resources landed in the state.
Taxpayers use the average price
information to calculate *heir fishery
resource landing tax liabilities

The Economic Research group
prepares anti pres ents to the
legislature fiscal notes projecting the
cosls and revenues from proposed
legislation that would affect the state

fiscal system

The Economics Research group
responds to requests fromthe
legislature, administration, taxpayers
and the public on a haost of issues.
The Economics Research group
also serves as an interface for the

state with the media on issues
related to state revenue and all
production.

Audit

The audit groups -re the division’'s
core technical and analytical
resource that provide support for
many functions in the division. Audit
drafts and implements regulations,
conducts special projects and
provides support to Appeals.

The audit function consists of the
folloning groups.

Income Audit - audits corporate net
income tax (including ail and gas
corporate income .axes).

Production Audit - receives ail and
gas production retums, examines
and processes the payments.

This group also audits ail and gas
production taxes.

Excise Audit - licenses mining
operations, and examines and audits
retums for the folloning tax types:
alcoholic beverages, commercial
passenger vessel, mining license,
nmotoi * °l. tire fee. tobacco

and ve.ude rental.

Gaming Audit - responsible for
financial compliance of permittees,
operators, and distributors.

Fish Audit - responsible for
auditing fisheries-related tax retums
including dive fishery management,
fisheries business, fishery resource
landing salmon enhancement and
seafood development taxes, and
seafood marketing assessments

Appeals

Appeals conducts informel
conferences on protest! *
assessments, issues informal
conference decisions, and
represents the division in formal
hearings before the Office of
Administrative Hearings. Inaddition.


http://www.tax.state

Alaska Tax D ivision 2007AnnualReport

Appeals provides assistance
for al programs and tax types
administered by ".he division.

Oil and Gas Property Tax

Oil and Gas Property Tax conducts
appraisals on all al and gas related
property in the state of Alaska.
Italso performs compliance and
collection functions and processes
oil and gas property tax returms.

Additionally, the division or
taxpayers may intiate audits. Audits
and appraisals conducted by the
unit are typically highly specialized
valuations. The municipalities share
in some of the unit's duties under a
Memorandum of Agreement (MOA).
Engineering and appraisal experts
assist under contract as needed.

Investigations

Investigations focuses on gaming
and tobacco tax investigations by
conducting field inspections. The
group investigates and inspects
gaming operations and tobacco
distributors and retailers.

Unclaimed Property

Unclaimed Property receives and
accounts for personal property

that is abandoned by persons who
live in or had nexus with Alaska.
Properties are presumed abandoned
after a period of time of no activity.
Abandoned properties, mostly in the
form of funds from bank accounts,
uncashed checks, and stocks and
bonds, are required to be reported
and remitted to Unclaimed Property
annually.

Unclaimed Property processes
claims submitted by owners who
learn they have unclaimed property
held by the state. Staff verify

the owner’s identity and remit
funds or property to owners upon
verification Unclaimed Property
is affiliated with a national website,
WWW.missingmoney.com, that lists
unclaimed property information by
owner name for properties held by
Alaska and other states.


http://www.missingmoney.com
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F_isgur_e 4-Revenue Collections Detalil
Listed in order of total amount of revenue collected

General Fund revenue

Production $2,271,475,843 $1,191,761,323 $859,334,819
Conservation Surcharge 10,108,767 7,758,733 8,330,521
Property Tax 312,801,256 288.020,035 260,828,754
Local credits (247.199.729) (233.512.602) (218.294.036)
Property tex total 65.641,527 54.507.433 42.534,718
Corporate Income Tax 593,049.417 661,418,505 524,427,805
Alaska Education Credit (456 ) (347.125) (197.675)
Corporate Income tax total 592.592,917 661.071.380 524.230.130
Total Receipts *« General Fund 2,939,814,054 1,915,098,869 1,434,430,188
Constitutional Budget Reserve Fund - CBRF
Corporate Income Tax 83.518.505 41,140.602 5.714.3880
Production Tax 17,510,672 2.556,312 21.310000
Property 50640 5QISS 376.915
Total Receipts « CBRF 101,079,817 43,747,182 27,401,303
Total Receipts >All Funds $3,040,893871 $1,958.846.051 $1.461.831.491
Corporate Income Tax $172,207,487 $130,374,320 $60.409 567
Penalties and Interest 5.536.438 8.519.784 1,754,950
Alaska Education Credit (732.713) (900.644) (539.445)
Veteran s Memonal Fund Credit Q 2 Q
Total Receipt! f177QL212 1779240 $61,625,072
Tax Before Credits $79 393.532 $18759872 $10,467,238
Mineral Exploration Incentive Credit (1.380) 0 o
» Alaska Education Credit (2%26) (1Z|_676) MSP 000)
Total Receipts £71.1il.526 $18637.9% 11Q317.2\



Fruim DiMnl
Cigarette $64,235,755
Tobacco Products 8.506,365
Penalties and Interey 334,989
Cigarette License Fees $6,200
Deductions and Stamp Discounts (408.276)
Total Receipts 72,675,033
Transfers
School Fund* (26.972,936)
Tobacco Use Education and Cessation Fund .(8,282.928)
Amount Retained In Genoral Fund .H2.fi9) 72

All cigarette license fees are included in thisamount.

Highway $29,360,245
Marine 5.576,852
Jet 4,124.896
Auviation 685 844
Total Tax 39.747.837
Penalties and Interest (62.828)
Total Receipts 39,685,312
Aviation Tax Shared (147.322)
Amount Retained by State $39,537,990
Liquor $17,323,104
Beer 13,063.186
Wne 4352,715
Beer (sma'l breweries) 797.543
Penalties. Interest and Refunds 1.916
Total Receipts $36,038,464
Amount transferred to Alcohol and Other Drug

Abuse Treatment and Prevention Fund f16.018.504)

Amount Retained 'n General Fund $18019930

Alaska Tax Division 2007AnnualReport

$58,251,891
7.614,005
176,380
$6,255
(897.886)
65,450,975

(27 391,201)
(2.694 038)

$35,365.7??

$30871.634
5.487,931
5.039.832

710668
42.110,060

837
42,110,897
(129.337)

$41,981,560

$16,542,283
13.155.523
4.616.542
810.080

646
$35,225,076

(17.612.838)

$17.612.538

$48,755,317
7,774,876
99.802
$7,455
.(42QJ.7.8)
56,167,272

(29,950,353)
(1.111.100)

*25,195,919

$29,918,920
4,718,509
4,193,390
729 827
39.560,646
3.920
39,564,566

(:8Q.708)

$39.413.858

$16,034 366
14,115,672
4.594.941
770.757

914
$35,516,650

(17.788.496)

117.7M.1H
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F_ig?ur_e 4 - Revenue Collections Detall
Listed in order of total amount of revenue collected

* %

Established

Shore-based $21,838,661 $22,489,848 $17,934,554
Floating 4,461,717 5,583,427 4,430,655
Cannery 3,603,230 4,115,868 3,573,861
Developing

Shore-based 4,040 8,553 2,246
Floating 2.523 6.117 521
Total Tax 29,910,171 32,203,813 25,941,837
Prepayments 5.546,512 3,735,334 2,199,514
Penalties and Interest 169,178 24,450 153,357
License Fees 14,725 15,001 14,724
Less Credits

A W "Winn' Brindle (167,000) (132,909) (135,700)
Alaska Education (300,000) (300,000) (300,000)
Salmon Product Development and Utilization 415,7.45 (3.058.516) (2314 258)

35,589,331 32,487,173 25,559,474

Total Receipts
Fishenes Business Tax Shared
Direct to Municipalities

DCCED* Municipal Allocation

Amount Retained by State

(16.079,365)
(1 530 4721

>17.919.494

*Department of Commerce. Community and Economic Development

Total Receipts

S5H3!

(15.268.647)
(1.667.5961

.>15.350.919

(13,485 788)
(1 738.224)

>19.335.492

Taxes Shared to Municipalities (744,580) )
Not Applicable Not Applicable

Amount Transferred to Regional Cruise Ship Impact Fund -(3.98H434)

Amount Retained by the State of Alaska 1124379



F_igur_e 4 -Revenue Collections Detall
Isted in order of total amount of revenue collected

Tax Before Credits
Penalties. Interest and Refunds
Less Credits
Alaska Education
CDQ Contnbutions
AW. -Winn* Bnndle
Total Receipts

Landing Tax Shared
Direct to Municipalities

DCCED’ Municipal Allocation

Amount to be Retained by Star*

$12,002,293
583.306

(1 200,000)
(373.648)

o
11.011,9%4

(4617.769)

(87232

*Department ol Commerce. Community and Economic Development

Passenger
Recreational
Penalties end Inti 'est

Total Receipts

Electric

Local Eichanga Teepno™
VWMV 6 Whstewater
Poe'-ne Camera
intereicnenge Telephone
Natural Gas

Ratus#

Regulated Cat*

Dettfct Heat

Total Receipts

$7 635 227
360 289
23.093

$3.018.609

S2 030 318
2 115 367
801 296
1082 867
499 441
1063 962
234 535

26 0*9
1814

J 7.H3.Ifll

$11,315,026
549,781

(1.200 000)
(185.919)

o
10478888

(4.508 020)
(12352801

H.735.578

S7 246 318
348 4"9
64 359

17.M7.1H

12161642
1.973630
705 229
668 610
849 821
805 596
311 299
30 797
4363

17 .13 1.1IfI7

$9,520.64
406.971

(1.050.000)
(232 386)

o
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536 209
575676
253 218
37 161
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Figure 4 -Revenue Collections Detall

Listed in order ot total amount of revenue collected
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eyRsuehdy Le16621 993666
17.850.949

Total Receipts

Note The so.jfood marketing assessment rate increased from .3%to Soeffective January 1 2001\
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Figure 5
Program Revenue and Cost Detall
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Figure 6 .
Révenue Collected from Enforcement Activity
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Description

Alaska levies a lax on alcoholic
beverages sold mAlaska The lax <
collected pnmanly fromwtiolesaiers
and distributors of alcoholic
beverages

Rates
Loxx (ma*San21%6 $1260
*00*0L)
Wh* (21960050 G»M| R0
6w (SNBVKagHad $107
Co*}
Bow tSnv* $039
Returns
Taxpayers Me retums and pay lax
monthly The retums and payment
are due by me last day of the month
Mowing the month of sale
Exemptions
Sales to facabes operated by one of

the uniformed services of the Urvted
Stales are exenpt

Disposition of Revenue
The drvtuon deposits al afcohotc
beverage tax revenue mo the
General Fund The Department of
separately accounts
lor 50 percent of the Un co*<- mx
and depoeNMintotie Alcoholand
Other DrugAbuse Treatment and
Prevention Fund

History

The aicohoic beverage tax dues
back to 1933 whan the Legislature
enacted a tax on beer and wme at
a rale of 5% per gaaon Taxpayers
Med alcoholic beverage lax mfejns

In 1937. the iHIftoruM K" -tuture
enacied a lax on bguor at a <= of

rale for s4e increased to 15< per
gallon

Since 1937. the legislature hat
made minor changes lo the
alcoholic beverage lax statutes In
addition, between 1937 and 1983.
die legislature increased Alaska’s
tax rales lo correspond with rate
changes made by other stales

2002 - The legislature sigrxficantty
increased the lax rates on dl three
alcoholic beverages effective
October 1 2002 However, this
legislation allows breweries meeting
the qualifications of 26 U S C.
50S1(ax2) (snmell breweries) to pay
tax at the lower rate of 35 cents per
ganon on the first 60 000 barrels

of beer (melt beverages) sold in
Alaska At tho same tine, the
legislature created the Alcohol and
Other Dri*. Abuse Treatment and
Prevention Fund and directed that
50 percent of the aicohofcc beverage
lax be deposited mto this fund for
alcohol and drug abuse treatment
programs.

Between 1937 end 2002. alcohaolic
beverage ta rales have changed as
Mows

Upear Per
1937 $50
1991 1100
1945 $160
1948 $200
1947 $300
1957 $3 50
1661 $ 00
1983 $560
2002 $12 00
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1933 $0

1937 $.15
1947 $25
1957 $50
1901 $60
1933 $.85
2002 250

Liquor

Boer Man Brtverage & Cider

Wine

Beer SmaH Brewery

Pena*** Interest and Refunds

Total Tax Collected

Transferred lo Alcohol and Otbor Drug Abuse
TreatmeH nnd Prevention Fund

Total Tax Colfe.>tlons - Ganaral Fund

Number of Returns
Number of Toipayers

Program Cost

Staffing (Mbme equivalent)

2002

1.354.265
12.776.638
1.996 980
2.317485

$05
$.10
$25
$.35
$1.07

$35

$17,323,104
13.063.186
4.852.715
797.543

Lftlfi
$36,038,464

$18.019.960

340
31

$85,067
10



A

Commercial Pass_engrer
Vessel (CPV) Excise Tax
AS 43 -295

Description

Alaska imposes an excise tax on
travel on commercial passenger
vessels, typically cruise ships

that have 250 or more berths and
provide overnight accommodations
in the state’s marine waters.
Passengers traveling on qualified
commercial passenger vessels are
liable for the tax

Rats
The commercial passenger vessel
excise tax rate is $46 per passenger

per voyage.

Retumns

Cruise ship companies and
commercial passenger vessel
owners file retums and pay taxes
nmonthly The due date is the last
day of the month folloning the
month in which voyages ended

Exemptions

The CPV excise tax does not
apply to passengers on board a
commercial passenger vessel that
does not anchor or moor in state
marine waters with the intent to
allow passengers to disembark

Disposition of Revenue

The division deposits all proceeds
fromthe CPV excise tax into the
Commercial Vessel Passenger
Tax (CVP) Account mthe general
fund Subject to appropriation by
the legislature fromthis account,
the division distributes $5 per
passenger to each of the first five
ports of call mAlaska unless the
port of call imposes a tax on travel
on commercial passenger vessels
engaged in activities involving

overnight accommodations.  If the
port of call is a city located within
a borough, the division distributes
$2.50 to the city and $2.50 to

the borough. Each port of call
receiving funds shall use the funds
in a manner calculated to improve
port and harbor facilities and other
services to properly provide for
vessel or watercraft visits and to
enhance the safety and efficiency of
interstate and foreign commerce.

The division transfers 25%60f the
revenue deposited in the CVP

Tax Account into a Regional
Cruise Ship Inmpect (RCSI) Fund,
a sub-account of the CVP Tax
Account. Subject to appropriation
and regulations adopted by the
Department of Revenue, the
division distnbutes funds fromthe
RCSI Fund to municipalities and
other governmental entities within
the Pnnce William Sound Regieii.
Southeast Alaska, or any other
distinctive region impacted by cruise
ship related tounsm activities but
not entitled to receive funds under
porl of call provisions above Funds
distnbuted from the RCSI Fund
shall be used lo provide services
and infrastructure directly related
to passenger vessel or waterciaft
\Visits or to enhance the safety and
efficiency of interstate and foreign
commerce related to vessel or
watercraft activities

History

2006 - The CPV excise tax was
enacted by 2006 Primary Election
Ballot Measure No 2 The measure
was approved by voters at the
primary election of August 26. 2006
The results of the election were
certified September 16. 2006 and
the initiative's provisions became
effective December 17. 2006



Tax Collections $15,981,734

Number of Returns 18
Number of Taxpayers 3
Program Cost $108,755
Staffing (full time equivalent) 1.2

"Reflects only one s.,tonthfy) filigbeceuse firstreturns were due June 30. 2007
(forvoyages inMay 2007).
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Corporate Income Tax
AS 43.20

Description
Alaska levies a corporate income tax
on Alaska taxable income.

For purposes of computing taxable
income, Alaska like many states,
adopts the federal Intermal Revenue
Code (IRC) by reference, unless
excepted to or modified by specific
Alaska statutes.

For a corporation doing business
only inAlaska, its taxable income is
federal taxable income with certain
Alaska modifications.

A corporation that does business
both inside and outside Alaska
apportions income toAlaska using

a formula. The formula apportions

a percentage of the corporation's
total income toAlasRa. The Alaska
percentage or "apportionment factor”
is an average of three fractions

based upon property, payroll and
sales, inside and outside the state.

When a corporation is part of a
group of corporations that operate
as a unit in the conduct a single
business, the separate corporations
are treated as divisions of a single
corporation. The taxpayer must
apportion to Alaska a percentage

of the combined incomes of all of
the corporations in the "unitary™ or
‘combined’ group

For unitary groups that are not ol
and gas companies. Alaska adopts
‘Water s edge combination' The
combined group includes only those
corporations with significant U S.
activity.

Qil and gas companies combine

on aworldwide basis Also, ail
companies use a ’nodified™
apportionment formula of property,
sales and extraction The extraction

factor is the production of ail and
gas inAlaska divided by production
everywhere.

Rate

Alaska taxes corporate income at
graduated rates ranging from 1
percent to 9.4 percent.

Credits

Under Alaska's blanket adoption
of the IRC, taxpayers can claimall
federal incentive credits. Federal
credits thet refund other federal
taxes are not alloned. Multistate
taxpayers apportion their total
federal incentive credits. Alaska
specific credits include:

Education - Taxpayers that
contribute to accredited Alaska
universities or colleg 3S for
educational purposes may claima
tax credit for 50 percent of the first
$100,000 and 100 percent of the
next $100,000 of contributions The
maeximum credit is $150,000 for
each tax year.

Minerals Exploration Incentive «
Taxpayers may claim a credit for
100 percent of eligible costs of
exploration activities related to
determining existence, location,
extent, or quality of a locatable
mineral or coal deposit. An approved
exploration incentive credit may
not exceed $20 million and must
be applied within 15 tax years after
the credit is approved Application
of the credit is linted to the lesser
of 50 percent of the mining license
tax liahility or 50 percent of the
corp >rate tax liability

Oil and Gas Exploration
Incantlva - Taxpayers may take

a credit for up to 50 percent on
state land (or 25 percent on non
state lands) of eligible oil and gas
exploration costs An approved

oil and gas exploration incentive
credit may not exceed $5 million per
project and Islimited to $30 million



jper taxpayer. Taxpayers Imay ap
the credit against 1(I)peroer1t01Ply
corporation net income taxes due.

Gas Exploration and Davalopmant

Tax Credit- T mey take

ot of LEBT ST
cent | itures

%rred in @Od;i?m

of natural gas resernves
mAIagzzra,Tent for the North

Exemptions

Generally, Alaska follows the IRC
when determining an entities taxable
status.

Alaska adopts the flonsthrough
federal provisions thet exenpt
S-Corporations framtax.

Federally,
treated as paitnershi de?snd S
Corporation report
their proportionate share of the

corporation s eamings.

Alaska treat?LErCrSrged Liakility "
Companies as partnershlps i
they file Wps ly.
Hectric and telephone

pay tax under AS 10.25 and are
exenpt fromthe corporate inc'me
tax

jons are

Returns and Payments

jons file retums annually,
with the retum due three and one-
half months after the dlose of the
tax year, one nonth after the federal
tax retum is due. Alaska honors the
federal filing extensions

dsmﬂmeﬂ’et(;gytax

chetV\oardone-halfrrmlhsfrdn
he end of the tax year There are no
extensions to pay the tax Estimeated

of more than S100.000
and payments accompanying a
retum greater than $150,000 must
be online through the Tax

Online Payment System (TOPS) or
by wiro transfer.

Disposition of Revenue
The Division nost

e net income tax cdllections
into the General Fund. For all ad

i ' the DMiSion
its collections audit

assessments into the Constitutional
Budget Resenve Fund

Hlstor“\_/he

1949 territorial legislature
enacts the Alaska Net Income Tax
Act. It is 10 percent of the federal
income tax liakility on income
eamed inAlaska. The tax applies to
individuals and corporations.

1959 - Alaska adopts the Uniform
Division of Income for Tax _
Act (UDITPA) within AS 43.20. This
is a model statute thet developed by
the states to address concems of
the U.S. Congress that collectively
the states were taxing more than
100% of the earrITrgs of multistate
co'Paatlds UDITPA requires
mulitistate corporations to apportion
a percentage ofﬂHrtotaI income
to the state by the apportionment

formula of property
sdes ﬂestarchrﬁ[/)rl%AforrUa

apportions 100% of the corporation's
income among the states where the

taxqayer does business, no nore,
no less.

1970 - Alaska enacts the Mulitistate
Tax Compact inAS 43 19. ad
becomes one of the early members
of the Multistate Tax Conmission
The Compact i es the
standard three-factor apportionment
formula of UDITPA Anain puTOse
of the Compact and the Commission
istqrgmuemeenactrrentqf _
UDITPA, and the uniform ication
of UDITPA Jonment a
by the states Uniform application of
UDITPA pronmotes the full reporting
of income by taxpayers and avoids
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the taxation of the same income by
more thiL.i one state.

1975 - The legislature repeals

the original tax and makes major
revisions. Alaska enacts its own

tax rates rcther than basing the tax
on the fes ;ral tax liadility. Alaska
adopts the federal Intemal Revenue
Code by reference, unless excepted
to, or modified by other Alaska
statutes. The tax rate was 5.4%o60of
Alaska taxable income with a surtax
of 4 percent based on federal surtax
exermptions. For 1975, the surtax
exemption was $50,000.

1978 - The legislature finds that the
standard three-factor apportionment
formula does not fairly reflect Alaska
income for ail and gas corporations.
Alaska enacts AS 43.21 and
requires oil and gas companies to
calculate Alaska taxable income
using separate accounting. The all
and gas companies challenge AS
43.21.

1980 - The legislature spealsthe
parts of AS 43 20 that impose the
individual income tax and retains the
exemption for S-Corporations.

1931 - Inan effort to stem the
growing amount of disputed

oil and gas income taxes and
related litigation, the legislature
seeks a compromise tax method
The legislature repeals separate
accounting under AS 43.21. and
enacts AS 43 20 072. the current
‘modified’ apportionment formula
for oil and gas corporations The
nodified formula drops the payroll
factor and adds the ‘extraction
factor’ The legislature also enacts
the current graduated tax rate
structure with a maximum rate of
94%

1987 - The legislature enacts the
Alaska Education Credit

1991 - The legislature enacts
water’s edge apportionment with AS
43.20 073. AS 43.20.073 does not
apply to al and gas taxpayers, who
continue to report on a worldwide
basis.

1998 - The Department of Revenue
wins the OSG Bulkships case.

Tne Alaska Supreme Court holds
thet AS 43.20 does not adopt
Intemal Revenue Code Section
883 by reference. Federally. Sec.
883 exenmpts from tax foreign
corporations that operate ships

and aircraft, and avoids double
taxation. The Court says that
formulary apportionment inAS 43.19
also avoids double taxation and
therefore AS 43.19 is an exception
to Sec. 883. During the next
session, the legislature specifically
adopts Sec. 883 and grants explicit
tax exemption to the foreign
corporations operating cargo ships,
cruise ships, and aircraft in Alaska.

2006 - A voter initiative that subjects
cruise ship operators toAlaska
corporate income tax passed .n
August 2006 Prior to the initiative,
cruise ship operators .vere

exenmpt from taxation throujh the
department's adoption of Intermeal
Revenue Code Section 883



risd Yar
Total Returns Filed

Detail of FY 2007 Filing Activity

Entity Type
Subchapter C
Subchapter S
Exempt
Homeowners Assoc.
Incomplete Returns'
Total Non Qil & Gas
Oil &Gas

Grand Total

‘Nat operating lost carryback
'AM Subchapter C

Oiiglnal
6,299
6,860

125
483
348

14.116
21

Amended

540
20

6

0
289
8SS
—12.

M7 _

NOL*
137

10
JIfiL

_JL

Total
6,976
6,883
133
483 |
647
6L
61%

=3



Figure 8 _— - .y
Corporation Tax Liabilities Statistics - Original Returns

Tax Liability Reported Amount Amount
Above $1 million $37,917,814 $656,956,806
S50C 000 « $1 million 14,449.953 $15,151,980
5100.000 - $499.9°9 18.809.440 $19,414,524
$50,000 - $99,999 5.935.173 $5,935,173
$10,000 -$49,999 6.009,365 $6,080,430
$1,030 - $9,999 1.773.589 $1,775,648
$100-$999 230.466 $230,463
$1 - $99 28.662 $28,662
Zer Tax Q N

Total m M/O >00164.412 S705.676.M7

Note Amounts reflect tax liabilities reported on the taxpayer original returns only Liabilities may differ from amounts remitK d by the taxoayer during the
fiscal /ear due to timing differences resulting from estimated tax payments, credits and final payment of taxes reported



Dive Fishery Management
Assessment Tax
AS 43.76.150

Description

The dive fishery management
assessment is an elective
assessment on the value of fisheries
resources taken using dive gear.
The assessment only applies to
designated management areas and
species, and is assessed at a rate
elected by a vote of rermit holders.

Rate
Southeast Alaska region commercial
dive fishermen elected the folloning
rates for the Southeast Alaska
administrative arci (Management
Area A):

Geoduck

Sea Cucumber

Sea Urchin

0
520
0

Returns

Buyers file retums and pay tax
quarterly. The due date is the last
day of the nonth followning the
calendar quarter of purchase.

Buyers file retums for bonus
payment made to fishermen after
the close of the fishing season.
Returns for these payments are due
with additional taxes by the last day
of the month folloning the payment

Fishermen selling to unlicensed
buyers or exporting from the region
file retums and pay taxes annually
The due date is March 31 folloning

the year of sa'e or export

FY 2007

Tax Collections

Nurmber of Returns

Number of Taxpayers
Program Cost

Staffing (full time equivalent)

Disposition of Revenue

The division deposits all revenue
derived from the dive fishery
management assessment into the
General Fund.

Under AS 43.76.200, the legislature
may appropriate dive fishery
management assessment revenue
to the Department of Fish and
Game for the purpose of funding the
regional dive fishery development
association.

History
1997 The legislature enacted the

dive fishery management assessment
statute effective June 1997

1999 - The Southeast Regional Dive
Fishery Association elected a dive
fishery management assessiment

on geoducks, sea cucurmbers

and sea urchins harvested inthe
Southeast Alaska administrative

area (Management AreaA). The
assessment effective April 1999, set
rates of 5 percent for geoduck and sea
cucumber and 7 percent for sea urchin

2004 - The legislature authorized
three additional rates: 2 percent,

4 percent and 6 percent Geoduck
fishermen subsequently elected to
increase the geoduck assessment to
7 percent as of Novermber 1. 2004.

2005 =The legislature authorized
an annual filing due Jate of March
31 for dive fishermjn who export or
sell to unlicensed buyers, effective
January 1, 2005

$426,006
24

20
$10,976
0.1



Progr.nn Detail

1

Electric Cooperative Tax
AS 1025,

Description

Alaska levies an electric cooperative
tax on kilonatt-hours fumished

by qualified electric cooperatives
recognized under AS 10.25.

Rate
The electric ccoperative tax is
based on a rate per kilonatt hour

(KWh) and on the length of tine the
cooperative has furnished electricity

to consumers as follows.

Lessthan5years .25 mill

Syearsorlonger .5mill
@ mill =.10)

Returns

Electric cooperatives file calendar
year retums thet are due with
payment before March 1 of the

fdic* ng year.

Exemptions

All qualified electric cooperatives
are subject to the cooperative

tax. Cooperatives pay the electric
cooperative tax in lieu of corporate
net income tax.

PY2007 Statistics

Tax Collections

Number of Returns

Number of Taxpayers
Program Cost

Staffing (full time equivalent)

Disposition 0? Revenue

The division deposits all revenue
derived from electric cooperative
taxes into the General Fund.

Electric cooperative taxes souiced
fromwithin municipalities are
meerad 100 percent to respective
municipalities less the anount
expended by the state in their
collection.

The state retair t electric cooperative
taxes sourced from outside of
nmunicipalities.

History

1959 - The legislature enacted

the electric cooperative tax as

part of the “Electric and Telephone
Cooperative Act' which was adopted
to promote cooperatives around the
state. The due date for filing electric
cooperative tax retums was April 1
of the falloning year.

1960 - The legislature changed the
due date for paying taxes to March 1

1980 - The legislature changed the
tax base for calculating the electric
cooperative tax fromgross revenue
to kilonatt-hours. The legislature
adopted the current mill rates.

Iiji1v_v[rjiitl\_fi—ii

Note Program Costs reQect the cost ot the program Tha amount retainad by tha stala attar
sharing {Tabta 2) raprasants pnor yaar costs and unsharad tax cottacladm tha currant yaar

outSHja an organized borough or incorporated Giy.
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Estate Tax
AS 43.31

Description
Alaska levies an estate tax on the
transfer of an estate upon death.

Rate

The Alaska estate tax is the amount
of state credit alloned on the
estate's federal tax retum.

Returns

State retums are required only for
estates of decedents whose date of
death was before January 1, 2005,
and the estate has a federal filing
requirement. Estates of decedents
whose date of death is January 1,
2005 or later are not required to file

a report.

Estate retums and tax payments are
due 15 monuis from the decedent’s
date of death.

The tax payment due date may be
extended in one-year increments,
not to exceed 5 years. Interest
accrues on the amount of tax

due during the extension period.
The retum filing due date may be
extended for up to 15 years.

Exemptions

Estates under $1.5 million were
generally exenpt from paying estate
taxes prior to 2005, taking into
consideration the estate tax credit
(fomrerly the unified credit) alloned
under the Intermal Revenue Code

Tax Collections

Number of Returns

Number of Taxpayers
Program Cost

Staffing (full time equivalent)

Disposition of Revenue

The division deposits dl revenue
derived from estate taxes into the
General Fund.

History

1919 - The territorial legislature
adopted a tax on inheritances and
transfers of property from estates.
Tax rates varied from 1 percent to
17.5 percent of the property's value.

1970 - The Alaska legislature
enacted the current estate tax
statutes. Estate tax statutes tie

to the state credit alloned under
Intemal R* “YrLe Code estate tax
lans.

1991 - Interest on delinquent tax
subject to compound interest under
AS 43.05.225, Beginning FY 2003,
the state estate tax will phase out
as a consequence of changes in
federal law

2001 - The federal Economic
Growth and Tax Relief Reconciliation
Act enacted. As a consequence of
the federal act, the state tax credit
was phased out gradually over

a four-year period. The state tax
credit no longer applies to estates
of decedents whose date of death is
January 1,2005 or later. However,
the division may continue to collect
tax fromestates for years prior

to January 1 2005, as a result

of returms filed, audits, or other
enforcement activities

$133,081

$7,682
01
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Fisheries Business Tax
AS 4375

Description

Alaska levies a fisheries business
tax (also known as the ‘rawfish
ta®) on fisheries businesses and
persons who process fisheries
resources in or export unprocessed
fisheries resources fromAlaska.
The tax is based on the price paid
to commercial fishermen for the raw
resource or fair market value when
there is no arms length transaction
prior to processing or export. The
division collects fisheries business
taxes from processors and persons
who export unprocessed fishery
resources fromAlaska

Rate

Fisheries business tax rates are
based on the location and type
processing activity and whethe

a fishery resource is classified as
‘established™ or 'developing™ by
the Alaska Department of Fish end
Game. Rates are as folows:

Processing Activity
Rais

Hoating 50
Salmon Cannery 45%
Shore-baced 3P0
BfMilaafaif Rate
Hoating 30
Shore-based 190
Returns

Fisheries businesses file calendar

year retums that are due with
payment on March 31 of the

folloning year,

After filing the ; S,

taxpayers file retums to repon post-

seasor,. bonus payments made

to fishermen. Returns for these
payments are due with additional
taxes by the last day of the month
followning the month of bonus

payments.

Exemptions

Commercial fishermen who process
and freeze fish on board to maintain
its quality before sale to a licensed
processor are exenmpt.

Credits

Education =Taxpayers that
contribute to accredited Alaska
universities or colleges for
educational purposes may claima
tax credit for 50 percent of the first
$100,000 and 100 percent of the
next $100,000 of contributions. The
mexinmum credit is $150,000 for
each tax year.

Scholarship Contributions - Tax-
payers that contribute to the AW
Wt Bundle memorial scholarship
account may claim a tax credit for
the amount of contribution not to
exceed 5 percent of their tax liability

Salmon Produ “* pment
and Utilization w. - taxpayers
are allonod Uxcredits ‘gainst the
fisheries business tax on salmon
for expenditures pronoting the
development of salmon products
and the utilization of salmon
waste The credit on salmon

for expenditures pronoting the
development of salmon products
was extended to December
31.2008 The credit on salmon
for expenditures pronmoting the
utilization of salmon waste expired
on December 31, 2005

Disposition of Revenue

1he division deposits al revenue
derived from the fishenes business
tax into the General Fund The
legislature may appropriate revenue
from the tax for revenue sharing as
follons
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Processing Activity Inside
Municipality

The division shares 50 percent of
tax collected with the incorporated
city or organized borough in
which the processing took place.
If an incorporated city is within an
organized borough, the division
divides the (50 percent) shareable
amount equally between the
incorporated city and the organized
borough.

Processing Activity Outside
Municipality

The division shares 50 percent
of tax collected from processing
activities outside an incorporated
city or an organized borough
through an allocation program
administered by the Department
of Commerc®. Community and
Economic Development

History

1899 - the U S Congress adopted a
‘salmon case™ tax to fund fisheries-
related activities in pre-territorial
Alaska The Organic Act passed

in 1912 established an organized
temtonal government mAlaska In
1913, the First Tearritorial Legislature
adopted the ‘salmon pack* tax
which applied to salmon canneries
based on conned salmon (71 per
case), and the "cold storage™ lax
which applied to other fishenes and
was based or business receipts
Between 1911 and 1949. the
legislature amended the tax several
times by changing tax rates and
exDandnmg the tax base to include
dmerent fishenes

1949 - The temtonal legislature
restructured the fishenes business
tax to be based on value ot the
fishenes rather than volumes (case
or business receipts) The new

‘raw fist tax applied to salnon

(4 percent), crab and clams (2
percent) and other fishery products
(1 percent) process ti canne.ies

1951 - The territorial legislature
enacted a fishery business license
requirement with a $25 license fee,
a tax on floating processors at 4
percent of value and increased the
tax rate for salmon canneries to 6
percent.

1962 - The legislature adopted
provisions for sharing taxes (10
percent) and requiring calendar year
returns for all businesses

1967 - The tax rate on salmon
cannenes was amended to 3
percent and provisions were
adopted requiring security for a
fishery business license under
certain conditions

1079 - The legislature adopted
the modem tax structure with
different tax rates for established
and developing species, as well
as increasing the shared tax
percentage to 20 percent.

1981 - The shared tax percentage
was increased to 50 percent

1986 - The legislature authonzed
a fishenes business tax credit of up
to 50 percent of fishenes business
taxes for capital expenditures
associated with constructing and
improving shore-side processing
operations The tax credit program
was effective for 1987 through
1989 with a carryforward provision
through 1991 Taxpayers claimed
approximately $47 5 million of
credits under this program The
legislature also enacted the A W
“Winm* Bnndle scholarship credit
alloning a credit of up to 5 percent
of fisheries business taxes due

1987-The legislature enacted le
Alaska education tax credit program
alloning a tax credit on educational
contributions of up to $100,000
against fishenes business taxes due
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1990 - The legislature enacted
provisions for a cvil penalty for
processing without a licence The
division may progressively assess
penalties in increments of up to
$5,000 for each infractionto a
meximum of $25,000 for the fifth
and subsequent assessments. The
legislature also enacted a provision
that authorized sharing of 50 percent
of taxes sourced from processing
activities in the unorganized
borough. effective July 1992

1991 - The legislature restructured
the Alaska education credit and
increased the maximum amount lo
$150,000.

1995 - The legislature reduced the
anvjui tof surety bonding for small
processors from $10,000 to $2.00C

2001 - The legislature modified the
tax payment security requirements
necessary to obtain a fisheries
business tax license The legislature
expanded the existing requirerment
for awhole-salmon exporter

to include any exporter of any
unprocessed fisheries resource
Under the legislation exporters

of unprocessed fish can dbtain a
fisheries busmi ss license by posting
a $50 000 surety bond and paying
the<r taxes nonthly

2002 - The legislature authorized
credits of up tc 50 peicenl for
contributions of not more than
$100,000 and 75 pe.-ent of the next
$100,000 mcontributions i iade

to the Alaska Veterans Mo tonal
Endowment Fund The fax edit
expire July 1.2003

2003 =The legislature authorized

a Salmon Product Development/
Utilization Credit tha. allows tax
credits against ftshtne' business
taxes far expenditures promoting tho
value added processing of salmon
products and the utilization of
salmon waste « Alaska The anount

of the tax credit cannot exceed 50
percent of the taxpayer's fisheries
business liahility for processing of
salmon during the tax year

Effective June 11. 2003 and
retroactive to January 1 2003. the
legislation sunsetted on December
31l 2005 Unused credits earned
may be ca ried forward for three

years.

2003 - Legislation alloned for
monthly payment of the fisheries
taxes in lieu of existing forms

of security or prepaymen’ js a
Perequisite to being licensed
Fisheries businesses that elect the
monthly payment option must post
a $50,000 bond or have $100,000
equity inrc il property in the state
The provisions of this legislation
took effect September 8. 2003

2004 - Legislation authorized a new
Direct Marketing Fishenes Business
Ltcensa and tax structure set at the
shore based rate of 1 percent of the
value of developing fish .pecies and
3 percent of the value of established
fish species The provisions of this
legislation took effect Jamary 1 2005

2005 - Effective May 18 2005

the legislature modified the surety
and tax payment requirerment™

for obtaining a fishones business
license The legislature reduced the
amount of surety bonding for small
primary fish buyers from $10,000
0 $2,000 The legislation added as
a condition for obtaining a fishenes
business license full payment of
delinquent taxes under AS 43.
seafood marketing assessments
employment security contributions.
OSHA penalties, and local fishery
sales taxes

2006 - The legislature extervtoa the
Salmon Product Development Credit
for expenditures made through
December 31. 2008 The Salmon
Utilization Credit was not extended






I’>» tuii* Derail

Alaska Tax Division 2007AnnualReport

Fishery Resource Landing
Tax
AS 43.77

Description

Alaska levies a fisher/ resource
landing tax on fishery resources
processed outside and first landod in
Alaska, based on the unprocessed
value of the resource The
unprocessed value is determined

by multiplying a statewide average
pnee per pound (derived fromAlaska
Department of Fish and Game data)
by the unprocessed weight

Alaska collects the fishery resource
landing tax pn.nanty from factory
tranlers and floating processors

thet process fishery resources
outside of the state s 3-nvie linit and
bnng their products mic Alaska for

transshipment

Rate

Tax rates are based onwhether
the resource is classified as
‘established or 'developing™ by
the Alaska Department of Fish and
Game Tax rates am

ClaatiISMllon
Established

Developing

3o
1%

Returns

Taxpayers file retums and pay tax
on a calendar year basis with a due
date of March 31 of the folloning
year Taxpayers are required to
mako quarterly estimated tax
payments that are due on the last
day of each calendar quarter

The division grants an automatic
extension to file the landing retum
if it does not provide statewide
average pnees to taxpayers at least
30days poor to the due date Ifthe
extension applies the duo date is
the last day of the nonth folloning

9
the month in which the division
issues statewide average prices

Exemptions

Unprocessed fishery resources
landed in the state are exempt from
tre fishery resource landing tax
although they may be subject to the
fisheries business tax

Credits

Education =Taxpayers that
contnbute to accredited Alaska
universities or colleges for
educational purposes may claima
tax credit for 50 percent of the first
$100,000 and 100 percent of the
next $100,000 of contnbutions The
maximum credit is $150 000 for
each tax year

Scholarship Contributions =Tax-
payers that contnbute to the A W
Winr™ Bundle memonal scholarship
account may claim a tax credit for
the amount of contributions not to
exceed 5 percent of their tax liability

CDQ eTaxpayers that harvest a
fishery resource under a community
devi.opment quota (CDQ) may
claim a credit of up to 45 45 percent
O1fishery resource landing taxes

fc enntnbuti ins toAlaska nonprofit
corpir 'tions that are dedicated

to fishenes industry-related

De>enditures.

Othar Taxes = Taxpayers that

paid taxes hery resources to
another Ji w may claima
creditagai. *, j Aslery resource
lanengtax i creCl equal lo the

amount of taxes paid in the othct
jurisdiction. may not oxceed the
fishery resource landing tax

Disposition of Revenue

The division deposits all revenue
from the fishery resource landing
tax into the Generol Fund, The
legislature may appropriate revenue
fromthe tax for revonue sharing as
described below
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Landings Insido Municipality
The division shares 50 percent

of taxes from landings within a
municipality with the respective
nmunicipalities inwhich landings
occurred. Ifa municipality is within a
borough, the division dwides the (50
percent) shareable amount between
the municipality and borough

Landings Outside Municipality
The division shares 50 percent of
the taxes from landings outside

a municipality (unorganized
borough) 1 rough an allocation
program administered by the
Alaska Department of Commerce.
Community and Economic
Development

History

1993 - The legislature enacted the
fishery resource landing tax effective
January 1994 The ratewas 3 3
percent of the unprocessed value

of the resource The Department

of Revenue adopted regulations
regarding adminms.ration of the lax
effective April 194

1994 - The American Factoiy
Trawler Association (AFTA)

filed lit gation challenging the

con titutionality of the landing tax

1995 - The Alaska Supreme
Court rejected AFTA's request
based on AFTA s failure lo exhaust
administrative remedies with the
Depanmvit of Revenue

1996 - The landing (ax was
restructured to mirror the fisheries
business tax program rte
legislature revised the lax rate o 3
percent for established speoes and
1 percent for developing speoes

The 0.3 percent portion of the
previous 3.3 percent tax rate was
incorporated into seafood marketing
assessment statutes (AS 16.51)
The legislature also amended the
landing tax statutes to provide
for tax credits for education and
A.W W' Brindle scholarship
contributions. All changes were
retroactive to January 1994. the
inception date of the landing tax.

1997 - AFTA dismissed its
challenge to the landing tax and

in June the state issued a formel
hearing decision upholding the
constitutionality of U. ax Shared
tax amounts from calendar year
1994 and 1995 retums, previously
held in escrow were released to
nmunicipalities

1999 - The American Fishenes Act
(P.L 105-277) required a fishery
cooperative to execute a contract
with each cooperative member thet
obligated the member to meke a
payment to the state for pollock
harvested mthe Alaska pollock
fishery that is not landed in Alaska
AS 43 77 015 required that those
payments be treated as if they were
landing taxes

2001 - The legislature amended
landrg tax statutes to require
quarterly payment Of estimated
fishery resource mong taxes
effective calenda. year 2002

2002 - The legislature authorized
credits of up to 50 percent for
contributions of not nore than
$100 000 and 75 percent of the next
$100,000 m contributions made

to the Alaska Veterans' Menorial
Endowment Fund The tax credit
expired July 1.2003
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Gaming
AS 05.15

Description

Under Alaska law: municipalities and
qualified nonprofit organizations may

conduct certain gaming ~ctivities.
The purpose of these activities is to
derive public berefit in the form of
money for nonprofits and revenues
for the state.

To ensure that the appropriate level
of public benefit is being derived,
the division perforns the following:
1) issues permits to nonprofits; 2)
licenses avAT* erators, and pull tab
distributors and manufacturers; 3
collects fees and taxes; 4) audits
various pemiittees and licensees;
5) inspects gaming locations and
6) investigates complaints. The
division also provides educational
and orientation information to the

public and to prospective permittees

and licensees

Rate

Annual permit and lice se fees for
of chance and contests of

skill are as follons

Permits

= S20 if an applicant did not have a
penmit during the preceding year

= $20 if an applicant had gwmg
gross receipts of less than
$20,000 dunng the preceding

year
= $50 if an applicant had gaming
gross receipts of $20,000 or

more but not exceeding $100,000

during the preceding year

= $100 if an applicant had gaming
gross receipts exceeding
$100,000 during the preceding

year

Licenses

= $500 for an operator license
S1.C0O0 for a pull-tab distributor
license

$2,500 for a pull-tab manufacturer

license

Reports
The division requires the folloning

reports: _

= Municipalities and qualified
organizations file quarterly
reports that are due the 45th day
folloning each calendar quarter
inwhich the permittee had gross
receipts of $50,000 or nore.

= Permittees file annual reports on a
calendar year basis, accompanied
with payment of the additional fee.
if required under AS 05.15 020(b),
by March 15th of t e folloning
year. Ufrdur this st. tute, if the
gross receipts for the activities
were $20,000 oi nore, an
additional fee of 1 percent of the
net proceeds received during the
preceding year is due

= Operators and multiple-
beneficiary permittees file
quarterly reports that are due on
the last business day of the month
follov*g each calendar quarter
Annual reports for the calendar
year are due no later than
February 28 of the folloning year.
(See below for explanation of the
multiple-beneficiary permit)

= Operators are required to submit
a report to permittees monthly
The report must include a daily
summary of activity conducted
under the permit and an
accounting of gross receipts,
expenses and net proceeds for
the nonth.

= Pull-tab manufacturers must
report by the last business day of
the month on each senes of pull-
tabs distnouted in the preceding
nmonth

= Distributors must collect a tax
of 3 percent of on amount equal
to the gross recess less pnccs
awarded on each senes of pull-
tabs distributed Cistnbutors must
report by the last ousmess day of
each month, each pull-tab series
distributed in the preceding nonth
and pay the taxes collected



Exemptions

There are no exermptions that apply
to gaming.

Disposition of Revenue

The division deposits permit and
license fees, net proceeds fees and

pull-tab taxes into the General Fund.

History

1960 - The legislature legalized
naming and gives oversight for all
g. ning activities to the Department
of R.venue.

15; 4- The Department authorized
J uii-tabs.

1988 - The legislature legalized
operators. Pull-tabs legalized
by statute, and prize limts are
increased.

1989 - Under Administrative Order,
gaming functions transferred to
the Department of Commerce,
Community and Economic
Development.

1993 Under Administrative Order,
gam .g functions transferred to the
Department of Revenue

HB 168 significantly changed
various aspects of the statutes
governing charitable gaming in
Alaska. Third-party vendors wera
brought under statutory control
which allow permittees to contract
with them directly to sell pull-tals
and the Department was authorize;
to issue Multipte-Benefioary
Permits (MBP) MBPs enable two
to six permittees to conduct gaming
activities jointly Minimum payments
increased from 15 percent to 30
percent of adjusted gross income
for pull-tab games and require a
minimum of 10 percent of adjusted
gross income for all other activities

1995 =The legislature legalized
cruise ship ganmbling activities in
Alaska waters dunng th° 1995

season. The gaming statutes
required that cruise ships pay a
fee togame inAlaska, and this
generated more than $500,000
in State revenue during the 1995
season. This lawexpired after
1995, Additionally, the legislature
elimnated Monte Carlo nights.

1996 - The legislature authorized
three newgaming activities - 'Sled
Dog Race Classic," 'Deep Freeze
Classic* and 'Snow Machine
Classic." The legis'iture also
created the McGrath Kuskokwim
River lce Classic and the Creamer’s
Field Goose Classic. The legislature
prohibited the donation of net
proceeds from pull-tabs and bingo
activities to registered lobbyists and
certain political organizations.

2001 - The legislature added the
Bristol Bay Native Corporation
Education Foundation to the list of
qualified organizations alloned to
conduct 'salmon classic* games of
chance, effective January 1 2002

The Alaska Supreme Court in
Botehlo v Griffin. 25 P3d at 693
ru'ed that ‘Alaska’s gaming laws
create the effective equivalent
of a charitable trust™ by requinng
a portion of the money spent

on gaming to benefit the public
generally

2002 - Effective January 1. 2003,
the legislature added the Boys and
Girts Club of the Kenai Peninsula

to the list of qualified organizations
allonod to conduct ‘mercury classic’
game™ of chance

2003 - Effective January 1 2005.
the legislature allons a permittee
that conducts a contest of skill

and awards more than $500,000

in pnzes to the participants in

thet contest of skill, to exclude
$500,000 in prizes awarded to those
participants from the $1,000,000
meximum prizu limitation



2004 - The legislature authorized Issue permits for two new of
the Department of Revenue toissue  chance - "Calcutta pods” (related
permits for animel dassic games, to amateur and onal
providing the animel dassic wes Sparting events) and a "'arare
Inexistence prior to Novermber 1, dassic’ (the best guess of the time
2002, effective July 25, 2004. of armival of the first Sandhill Crane
to a particular place), effective

* The application count isbaseo on a calendar yaar. Total. npl.cahonr jcetved ate not
an accurate indicate othow many licenses or permits werr Issued, nor does itinclude

a count of submittedammended applications

2005 —t j legislature ai "horized September 5, 2005.

the Department of Revenue to
Taxes and Fees Collected $'.,445,627
Program Cost $1,035,316
Staffing (ful. time equivalent) 125
Applications*
Permittees 1,176
Oyperators 3
Multiple Beneficiary Permittees 16
Distributors 15
Manufacturers B
Total Applications 3248
Reports
Permittees 1,091
Operators 141
Multiple Beneficiary Penmittees 140
Distributors 120
Manufacturers 89
Total Rsports liISSI
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Large Passenger Vessel
(LPV) Gambling Tax
AS 05.16

Description

Alaska imposes a tax on adjusted
gross income of gambling activities
aboard large passenger vessels
inthe state. Gambling activities
include trne use of playing cards,
dice, roulette wheels, “bin-operated
instruments or machines, or other
objects or instruments used for
gaming or ganbling, and any other
gambling activities aboard large
passenger vessels inAlaska. The
tax is imposed on the operator of
gaming or ganbling activities.

Rate

The large passenger vessF.
gambling tax rate is 33%o0f adjusted
gross income. Adjusted gross
income means gross income less
prizes anarded and federal anj
municioal taxes paid or oned on the
income.

FY 2007 Statistics

Returns

Operators of gaming and gambling
activities on large passenger vessels
file calendar year retums thet are
due April 15 of the following year.

Exemptions
There are no exemptions far the

LPV gambling tax.

Disposition of Revenue

The division deposits all proceeds
from the LPV gambling tax into the
commercial vessel passenger tax
(CVP) account Lo the general fund.

History

The LPV gambling taxwas enacted
by 2006 Primary Election Ballot
Measure No. 2 The measure

was approved by voters at the
primary election of August 26, 2006.
The results of the election were
certified September 18, 2006 and
the initiative's provisions became
effective December 17, 2006. The
first LPV gambling returns will be for
calendar year 2007. due April 15,
2008,

No revenue was collected in FY 2007. First-ye3r returmns are due

April 15. 2008.
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Mining License Tax
AS 43.65

Description

Alaska levies a mining license

tax on mining net income and
royalties received in connection with
mining properties and activities in
Alaska. The Tax Division collects
mining license taxes prinmarily from
businesses engaged in coal and

hard rock mining.
$0 - 40,000 No Tax
$40,001 - J50.000 $1,200 plus
3oover
$40,000
$50,001 -$100,000  $1,500 plus
oovsr
$50,000
Over $100,000 $4,000 plus
Soover
$100,000
Returns

Mining licensees file annual returms
based on the mining business' fiscal
year. Calendar year retums and
payment of tax are due April 30,
fiscal year retums and payment are
due before the first day of the fifth
nmonth after the close of the fiscal

year.

Exemptions

Except for sand and gravel
operations, new mining operations
are exempt from the mining license
tax for a perici of 3Mi years after
production begins.

Credits

Education - Taxpayers that make
contributions for educational
purposes to accredited Alaska
univeiuities or colleges may claim
a tax credit for 50 percent of the
first $100,000 and 100 percent of
the next $100,000 of contributions.

The maximum credit is $150,000 for
each tax year.

Minerals Exploration Incen-

tive = taxpayers may claim a credit
for eligible costs of exploration
activities related to determining
existence, location, extent, or
quality of a locatable mineral or coal
deposit. An approved exploration
incentive credit may not exceed
$20 mi*'lon and must be applhd
within 15 tax years after the credit is
approved. Application of the credit
is limited to the lesser of 50 percent
of the person’s mining license

tax liability related to the mining
operation for which eligible mining
costs were incurred or 50 percent of
the person's total mining license tax
Maaility for all mining operations.

Disposition of Revenue

The division deposits revenue

from the mining license tax into

the General Fund. Payments
received after a tax assessment are
deposited into the Constitutional
Budget Reserve Fund (CBRF).

Hiatory

The mining license tax dates back to
1913 and the legislature restructured
it several times over the years. The
original mining license tax, t .acted
in 1913, imposed a 0.5 percent tax
on mining net income  of more than
$5,000. There was no tax on net
income less than $5,000.

1915 - The taritorial legislature
increased the tax rate to 1 percent.
The tax-free net income base
remained at $5,000.

1927 - The tax-free net income
base was increased to $10 000 and
a three-tier tax rate structure was
adopted with rates ranging from

1 percent to 1.75 percent for net
income of more than $1 million.

1935 - The termitoria legislature
restructured the tax to an eight-tier
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tax structure with rates ranging from
0.75 percent to 4 percent for net
income of more than $L million. The
legislature decreased tax-free net
income to $5,000.

1937 - The tax-free net income
base was eliminated and all net
income was subject to tax. A nine-
tier tax structure was adopted with
tax rates ranging from 0.75 percent
to 8 percent for net income of nore
than $1 million.

1947 - The mining license taxwas
restructured by reinstating a tax-
free net income base of $1,000
and restructuring the tax rates toa
five-tier structure with rates ranging
from4 percent to 8 percent for net
income of more than $100,000.

1951 - The legislature authorized a
zvi year exemption for new mining
operations. This exemption does
not apply to sanu and gravel mining
operations.

1953 - The tax-free net income base
was increased to $10,000 and rates

FY2007*tatfstict

Tax Collections (all General Fund)
Number of Returns
Number of Taxpayers

Program Cost
Staffing (full ‘me equivalent)

changed to range from 3 percent
to 7 percent for net income of itk re
than $100,000.

1955 - The rate structure as itexists
today was adopted.

1987 - The Alaska education tax
credit programwas enacted alloning
for a tax credi. up to $100,000.

1991 - The Alaska education credit
was restructured and the meximum
amount was increased to $150,000.

1995 - The legislature authorized
the M erals exploration incentive
creH!. The credit is limited to $20
million and taxpayers may apply the
credit against 50 percent of mining
license liabilities over a 15-year
period.

2002 - The legislature authorized
credits of up to 50 percent for
contributions of not more than
$100,000 and 75 percent of the next
$100,000 in contributions made

to the Alaska Veterans' Menorial
Endowment ,:und. The tax credit
expired July 1, 2003

$79,141,526
291
224

$236,061
29
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Motor Fuel Tax
AS 43.40

Description

Alaska levies a motor fuel iax on
notor fuel sold, transferred or
used within Alaska. The division
collects motor fuel taxes primerily
fromwholesalers and distributors
that hold “gualified dealer™ licenses
issued by the division.

Rates
Highway 80
Marine 5*
Aviation Gasoline 470
Jet Fuel 320
Returns
Taxpayers file retums and make

payment nonthly. There are four
separate retums: diesel, gasoline,
aviation and gasohol.

The due date is the last day of the
month folloning the nonth of sale or
taxable use. Taxpayers may deduct
1 percen™ of the tax due. limited to

a maximum of $100 per retum, as a
timely filing credit

Refunds

Consumers may claim a refund for
the full tax rate if the consumer used
the fuel for exenmpt purposes: or for
the diffennce between the tax rate
and 20 per gallon if the consumer
used the fuel off-highmay.

Resellers, usually retailers, may
claim a refund for (he full tax if the
reseller paid the tax. and then sold
the fudl for exenpt use and did not
collect the tax

Exemptions
In addition to sales between
qualified dealers, the folloning sales

1

and use are exenmpt from notor fuel

tax

= Heating

= Federal, state and local
government agencies

= Foreign fights (jet fuel)

= BExports

« Power plants/utilities

= Charitable institutions

= Bunker fuel (residual fudl ail or #6
fuel ail)

Disposition of Revenue

The division deposits revenue
derived from motor fuel taxes into
the General Fund. Revenue from
each category of fuel is accounted
for separately in the division’s tax
accounting system For exanple,
proceeds from tax on motor fuel
used in boats and watercraft are
deposited in a special watercraft
fuel tax account and proceeds from
tax on motor fuel used in hignway
vehicles are deposited in a special
highway fuel tax account within the
General Fund.

The division shares with the
respective municipalities 60 percent
of taxes attributable to aviation

fuel sales at municipally owned or
operated airports. All other proceeds
of the taxes on aviation fuel are
deposited into a special aviation fuel
tax account.

History

The notor fuel tax dates back to
1945 when the legislature imposed a
tax of 10 per gallon on all notor fuel
Over time, tfr legislature enacted
separate tax rates for each of the
fuel categories as they exist today
Motor fuel tax rates have changed
as fdllows.

1994 - The legislature enacted a
tax decrease far bunker fuel The
tax rate decreases from50 to 10
per gallon on bunker fuel sales
exceeding 4.1 million gallons. The
tax decrease expired on June 30.
1998
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1997 - The legislature repealed

the gasohol exenmption. The
legislature enacted a provision that
reduces the tax on gasohol from
80 to 20 per gallon in areas and at
times when the use of gasohoal is
required. However, gasohol has not
been required since the winter of
2002-2003 and gasohoal is currently
taxed at the full tax rate of 80.

Legislation was also passed thet
fully exempted gasohol blended with
at least 10 percent alcohol derived
fromwood or seafood weste. This
legislation expired on June 30, 2004.

The legislature expanded the
foreign flight exenption to include
flights originating from foreign
countries in addition to the existing
exemption for flights with a foreign
destination. This legislation included
a permanent exemption for bunker
fuel (residual fuel ol known as #5
fuel ail) which nullified the 1994
bunker fuel tax rate reduction.

1998 - The legislature authorized
taxpayers to take a ‘bad debt’ credit
for sales deemed to he worthless
and for sales to persons who file
bankruptcy.

2003 - The legislature enacted
legislation that made it easier for the
state to issue motor fuel excise tax
refunds for credit card purchases
made by federal, state and local
government agencies.

2004 - The provision that exempted
gasohol blended with at least 10
percent alcohol derived fromwood
or seafood waste from the motor
fuel tax expired on June 30. 2004.
Currently all gasohoal is taxed at the
rate of 8 cents per gallon



Tax Collections

Highway

Marine Fuel

Jet Fuel

Aviation Gasoline

Penalties & Interest

Total Tax Collections

Less Aviation Fuel Tax Shared
Total Amount Retained by State

Motor Fuel Type
Highway

Marine Fuel

Jet Fuel

Aviation Gasoline

$29,360,245
5,576,852
4,124,896
685,844
(625%)
30,685,312
(147.322)
S39.537.990

Gallons
343,413,022
109,751,602
159.392.320

14,347,643

** Gallons noted may not compute ifcalculatedas:Gallons X TaxRale = Tax Collected
Gallons are recorded on the tax return and calculated based on the retum tax period,
whereas tax collections are calculated based on the amount received withina time

periodand may include payments or refunds from a previous tax period.

Number of Returns
Number of Taxnayer

Program Cost
Staffing (full time equivalent)

3,610
250

$429,985
52
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Oil and Gas Conservation
Surcharge
AS 4355

Description

The Conservation Surcharge on Gil
applies to all oil production within
Alaska. The surcharge is a per
barrel tax on oil production intended
to fund the ail and hazardous
substance release prevention
account of the all and hazardous
substance release prevention and
response fund. The Oil and Gas
Production Tax (AS 43.55) and
Conservation Surcharge on Gil are
severance taxes

Rate

The surcharge is comprised of two
components. 1) a $ 04/l charge
on all oil production excluding public
royalty barrels and 2) an additional
$.01/bbl charge on all ail production
whenever the balance in the state ol
and hazardous substance release
prevention and response fund falls
below S50 million. The balance

of the fund was less than $50

Tax Collections
Nurmber of Returms™*
Number of Taxpayers™

million for al of FY 2007 so that the
surcharge was $.04/bhl for the entire
fiscal year.

History

1989 - Following the grounding

of the BExxon Valdez, this tax

was enacted in order to provide

a hazardous substance release
emergency fund. A $05/bhl
hazardous release surcharge is
imposed on ail production until the
newly created hazardous substance
release fund achieves a balance of
$50 million.

1994 «The hazardous release
surcharge is modified to the so-
called * split nickel"” with an ongoing
charge of $03/bhl and an additional
charge of $.02/bbl whenever the
hazardous substance release fud
balance falls below S50 million.

2006 - Ongoing "'split nickel” charge
increased from$ 03 to 5.04 per
barrel and the additional charge was
decreased from $.02 to $.01 per
barrel.

L.
~
I

$10,103,767
38
n

* The Conservation Surcharge on Oil isreported on the same return and by the same
taxpayers as isAlaska"s other production tax. Oil and Gas Production Tax (AS 43 55) The
Division has not segregated program cost and staffing related to each individual lax The
division reports the total production tax cost and stahmg in the discussion of Oil and Gas

Production Tax
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Oil and Gas Production

Taxes
AS 43.55

Description

Alaska levies a tax on ail and gas
production income derived from
production activities in the state.

The legislature amended ail and gas
production tax statutes in special
session ended Novermber 2007 that
culminated in the passage of the
Alaska Clear and Equitable Share
(ACES).

Like the PPT legislation enacted in
2006, the ACES tax s levied on the
net value of ail and gas production.
The base tax rate under ACES is
206 (it was 22 Fvounder PPT) and
the progressive surcharge tax rate
under ACES is 0 4%b6for every dollar
the net profit per barrel exceeds $30
(twas 0.25%60n profits exceeding
$40 per barrel under PPT) The
ACES system continues to authorize
credits for capital expenditures,
r.xploration costs, prior year
nvestrments and small producer
incentives, as the PPT did, but there
were some some anwi.jr ants to
the rate and timing of these credits.

The ACES tax also subjects legacy
fields Prudhoe Bay and Kuparuk to
a standard deduction for operating
expenditures The standard
deduction amount is based on 2006
operating expenditures reported by
respecu '« companies with a 326
per year inflation component. The
standard deduction provision will
sunset at the end of calendar year
2009. unless the legislature votes to
extend it

Inregard lo administrative changes,
the ACES legislation requires nore
thorough reporting from companies
Companies will be required to report

volumes and expenditures used to
calculate their estimated monthly
installments. On March 31st of each
year, companies will submit an
annual tax .atum that will “true-up™
any tax liabilities or overpayments
made throughout the year. Twice
yearly, companies will be required to
provide the Department of Revenue
with their best estimates of future ail
production and lease expenditures.
These reporting requirements will
greatly enhance the department's
ability to forecast expenditures

and revenues fromail and gas
production.

Among other administrative
unanges, ACES provides for a class
of auditors that will be exempt from
the state classified pay scale, and
auditors will have six years over
which to complete production tax
audits. The department expects that
these two improverments will enable
the state to be more thorough in

its review of company-reported
expenditures.

The nmyjority of the ACES taxis
retroactive to July 1 2007. although
some provisions are retroactive

to the implementation of the PPT
(April 1 2006) Work on regulations
began January 2008. and the first
ACES nonthly estimated payments
are expected to be filed at the end
of February 2008 The first annual
filing and *true-up™ of five months
difference between PPT and ACES
tax rates from July :. 2007. through
December 3L 2007. will be due on
March 31 2008

Rate

The base tax rate under ACES is
"Pro(itwas 22 Founder PPT) and
the progressive surcharge tax rite
under ACES is 0 4%bfor every dallar
the net profit per barrel exceeds $30
(itwas 0 25%60n profits exceeding
$40 per barrel under PPT)
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Returns

Oil and gas taxpayers file calendar
year retums that are due with
payment on March 31 of tho
folloning year. Taxpayers are
required to make nontnly estimated
payments, based on activities of the
prior nonth, due the last day of the
folloning nonth.

Exemptions

The tax on ail is levied on all
production except for public
(government) royalty production.
The taxon gas is levied on all
production except for public
(government) royalty production and
gas used in production gp orations
including enhanced recovery, or
flared for safety purposes

Credits

Education - Taxpayers thet

make contributions to accredited
Alaska universities or colleges for
educational purposes may claima
tax credit fr 50 percent of the first
$100,000, 1U0 percent of the next
$100,000 of contr butions with a
meximum credit of $150,000 per tax

year

Disposition of Revenue

All revenue derived fromthe

Oil and Gas Production Tax is
deposited in the General Fund
pxcept that payments received as

a consequence of an assessment
or litigation are deposited in the
Constitutional Budget Reserve Fund
(CBPF)

History

1955 - The legislature enact™* an all
and gas production tax of 1 percent
of production value

1967 - A 1peicent disaster
production tax is nacted to provide
relief after the 7 airb. iks flood

196* - The legislative increases

oil ai d gas production tax fi -n 1

percent to 3 percent of production
value.

1970 - The legislature repeals the
disaster ail and gas production

tax. The legislature changes the

ol production tax to a graduated
tax with rates of 3 percent on the
first 300 barrels per day perwell, 5
percent on the neyf 700 barrels per
day per well, 6 percent on the next
1500 barrels per day and 8 percent
on production exceeding 2500
barrels per day per well.

1972 - The legislature establishes
a minimum ail production tax based
on "'cents per barrel’ equivaler™

to percent of value tax on ail with
wellhead value of $2.65 per barrel.
1973 - The legislature revises the
"'stairstep’ rate schedule to lower
production levels The legislature
indexes the cents per barrel
minimum to the wholesale price
index for crc -e oil published by the
US Bureau of Labor Statistics

1977 - The leyis ture raises the
nominal gas production tax rate to

10 percent The legislature raises

the nominal ail production tax rate to
12.25 percent and adopts the ol a—d
gas economic limt factors.

1981 - As part of legislation thet
repealed (he separate accounting
(land gas corporation income

tax. the nominal tax rate on all
produced pnor to 1081 was raised
to 15 percent and fields coming into
production afer 1981 are taxed at
12 25 percent for five years after
which the rate increases to 15
percent The oil economic linit factor
is now subject ‘o a rounding rule so
thet if the calculated factor is greater
than or equal to0 7 dunng the first
10yjars of production, the factor is
set to 10.

1989 - Tl legislature changes
the economic limt factor for ail
production taxes to include a field
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size factor in the formula, fixes the
production at the economic limit (not
rebuttable) at 300 barrels per well
per day, and drops the rounding rule.
The legislature fixes production at
the economic limit for gas production
at 3000 mcfperwell per day.

2002 - The legislature authorized
credits of up to 50 percent for
contributions of not more than
$100,000 and 75 percentofthe next
$100,000 in contributions made

to the Alaska Veterans’ Memorial
Endowment Fund. The tax credit
expired July 1, 2003.

2003 - To encourage drilling for

oil and gas within the state. AS
43.55.025 provided a new tax credit
for exploration costs. The minimum
creditis 20 percent and the
maximum 40 percent for qualified
expenditures.

2005 - Prudhoe Bay area oil fields
are aggregated for purposes of
calculating the economic limit factor,
effective February 1. 2005

2005 - To expand the exploration
credit enacted the previous year
the deadline was extended until July
1 2010 for qualifying work south of
the Brooks Range (i.e non-North
Slope) New rules also changed

the 3 mile and 25 mile rules for the
Cook Inlet allowing closer distances
between potential exploration
targets ard existing wells and
production units

2005 - The legislature amended
royalty received by the state on
gss pi duction by directing the
commissioner of the Department
of Natural Resources to accept the
transfer pnce of gas as established
by the Regulatory Commission of

Alaska under certain conditions.
The legislation also extended

and amended the requirements
applicable to the credit that may

be claimed for certain oil and gas
exploratic .expenses incurred

in Cook Inlet against oil and gas
production (severance) taxes. This
legislation also amended the credit
againstthose taxes for certain
exploration expenditures from
leases or properties in the state. The
legislation was signed in to law July
21, 2005 with an immediate effective
date.

2006 - The legislature passed
sweeping legislation in a special
session ended in August 2006 that
established an income based tax
(Petroleum Profits Tax - PPT);
established new tax rates on oil
and gas production; repealed the
Economic Limit Factor (volume
based tax). and provided credits for
certain qualifying expenditures and
taxpayers.

2007 - The legislature amended
PPT legislation in special session
ended November 2007 that
culminated in the passage of the
Alaska Clear and Equitable Share
(ACES). The ACES legislation
increased the base tax rate from
22.5% to 25%, and amended the
progressive surcharge tax rate

to 0.4% for every dollar the net
profit per barrel exceeds $30 (it
was 0 25% on profits exceeding
$40 per barrel under PPT) The
ACES legislation continued the
authorization of credits for capital
expenditures, exploration costs,
prior year investments and small
producer incentives with some
amendments to the rate and timing
of these credits
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Tax Collections

General Fund $2,271,475,
Constitutional Budget Reserve Fund 17.51P.872
Total $2.288.986.515

Number of Returns

Number of Taxpayers

Program Cost $3,289.

Staffing (full time equivalent)
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Oil and Gas Property
Taxes (Exploration,
Production and Pipeline
Transportation Properties)
AS 43.56

Description

Alaska levies an oil and gas
property tax on the value of taxable
exploration, production and pipeline
transportation property in the

state. The division has established
procedures for the three distinct
classes of property.

Exploration Property - valued
on the estimated price which

the property would bring in an
open market and under the then
prevailing market conditions in a
sale between a willing seller and a
willing buyer, both conversant with
the property and with prevailing
general price levels.

Production Property - valued
on the basis of replacement

cost of similar new property,

less depreciation based on the
economic life of the proven
reserves.

Pipeline Transportation
Property - generally valued on
its economic value relative to the
reserves feeding into the pipeline.

R ate
The stat'i' tax rate is 20 mills, or 2%,
of the assessed value.

Returns

Taxpayers file annual returns
reporting taxable property as of
January 1 ofthe assessmentyear
Returns are due on or before
January 15 Paymentis due on or
before June 30

Exem ptions

Oil and gas reserves, oil or gas
leases, and the lease or rights to
explore or produce oil or gas are
exempt, as are intangible drilling

and exploration expenditures.
Certain aircraft, motor vehicles,
communication facilities, and
buildings may be exempteven
though they are associated with oil
or gas exploration, production, or
pipeline transportation. Oil or gas
pipeline transportation systems
owned and operated by a public
utility are exempt.

Credits

Municipal property taxes paid.
Taxpayers receive a credit against
state oil and gas property tax for
property taxes paid to municipalities
on taxable property. The credit is
limited to the amount of state tax
otherwise due.

Oil or Gas Property Education
Credit. Taxpayers that make
contributions for educational
purposes to accredited Alaska
universities or colleges may claim
a tax credit for 50% of the first
$100,000 and 100% of the next
$100,000 of contributions. The
maximum creditis $150,000 for
each tax year.

Disposition of Revenue

The division deposits revenue

from oil and gas property taxes

into the General Fund. Payments
received after a tax assessment are
deposited into the Constitutional
Budget Reserve Fund (CBRF).

History

The legislature enacted this tax in
1973 during the first special session
of the eighth legislature. The state
assists local governments by
assessing property subject to the
tax. insuring uniform treatment of all
taxable property



Property Taxes Billed $312,801,256

Constitutional Budget Reserve Fund 50,640

Less Municipal Tax Credit (247.159.729)

Net Tax Due to State $ 65,692.167

Number of Returns 735
Number of Taxpayers 116
Program Cost $515,610

2.0

Staffing (full time equivalent)
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Regulatory Ci a Charges
Utilities AS 42.05.254(e)
Pipeline AS 42.06.286(c)

Description

Alaska levies regulatory cost charges
(RCC) on regulated utilities. The
charges fund the Regulatory
Commission of Alaska (RCA) that
regulates utilities and pipeline
carriers in Alaska. Regulated utilities
collect charges from consumers,
and remit the collections to the Tax

Division.

R ate

1730%
126%%
0'786%

Local Exchange
Inter Exchange
Pipeline earners

Natural Gas Utilities 044%)
Refuse Utilit. 0408%
Water and Wastewater Utlities 0874%

Cable Utilities 2038%
Distnct Heat Utilities 0043%

Based on a percentage of total revenues

Returns

Quarterly returns and payment

of RCCs are due on the 30th day
following the calendar quarter.
Utilities and carriers are required to
file a copy ofthe return with RCA.

Total RCC Collections

Exemptions
Utilities not regulated by RCA are
exempt from the RCC program.

Disposition of Rsvtnus

The division deposits all revenue
derived from the RCC program into
the General Fund. The legislature
may make appropriations from the
General Fund to fund RCA based on
regulatory cost charges collected.

History

1992 - The Alaska legislature
enacted the RCC program to fund
RCA's costs of regulating utilities.
The RCC legislation provided for

a sunsetdate of December 1994.
Rates went into effer*t through
regulations, which b .ame effective
November 1992.

1994-1In the fall of 1994, RCA
promulgated regulations which
established RCC rates for FY
1995 on an annualized basis. The
regulations took effect December
1994.

1995 - The legislature reauthoi-ed
the RCC program that became
effective June 1995 In October
1995, RCA adopted regulations to
reestablish quarterly payments.

1999 - The legislature authorized
separate RCC rates for each

regulated utility and changed the
methodology for calculating rates

Eloctnc. Tohphone. Pipeline Carrots and Other Utilities

Number of Returns

Number of Taxpayers

Program Cost

Staffing (full time equivalent)

-V U 1 yF i re
4\ *x o -ifiv »/

$7,885,161

546

114

$5,078

01
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Salmon Enhancement Tax
AS 43.76

Description

The salmon enhancement tax is an
elective tax levied on salmon sold
in or exported from established
aquaculture regions in Alaska.

Fishermen pay salmon
enhancement taxes to licensed
buyers at the time of sale, or to

the division for salmon sold to
unlicensed buyers who are exporting
from the region. Buyers remit taxes
collected from fishermen to the
division.

R ate
Commercial fishermen elected
tax rates for the following regional
aquaculture associations:

# ey ok 1
Southern Southeast 3%
Northern Southeast 3%
Cook Inlet 2%
Pnnce Wihani Sound -~ 2%
Kodiak 2%
Chignik 2%

EERERER

Returns

Buyers file returns and pay tax
monthly. The due date is the last day
of the month following the month of
purchase.

Buyers file returns for bonus
payments made to fishermen after
the close of the fishing season.
Returns for these payments are due
with additional taxes by the last day
of the month following the payment.

Fishermen selling to unlicensed
buyers or exporting from the region
file returns and pay taxes annually
The due date is March 31 following
the year of sale or export.

Exemptions

Salmon harvested under a special
harvest area permit (typically,
salmon harvested by salmon
hatcheries) is exempt from the
salmon enhancement tax.

Disposition of Revenue

The division deposits all salmon
enhancement tax revenue into the
General Fund.

Under AS 43.76.025(c), the
legislature may appropriate salmon
enhancement tax revenue to provide
financing for qualified regional
aquaculture associations.

History

The legislature adopted the Salmon
EnhancementActin 1980. The Act
authorized a 2 percentor 3 percent
tax, upon election by commercial
fishermen within established
aquaculture regions, on salmon
transferred to buyers in Alaska
Commercial fishermen in Southern
and Northern Southeast aquaculture
regions elected a 3 percent tax

and Cook Inlet region elected a 2
percent tax.

1981 - The legislature amended the
Actto subject salmon exported from
Alaska to the tax.

1985 - Commercial fishermen in the
Prince William Sound aquaculture
region elected a 2 percent tax.

1988 - Commercial fishermen in the
éodiak aquacult ire region elected a
percent tax.

1989 - The legislature amended
statutes to allow fora 1 percent tax

1991 - Commercial fishermen in the
éhignik aquaculture region elected a
percent tax.



Alaska Tax Division 2007AnnualReport

2004 - The legislature authorized ranging from 4 percentto 30
additional salmon enhancement percent. This legislation clarified who
tax rates, subjectto permit holder must pay the Salmon Enhancement
elections held by qualified regional Tax. When a buyer does notwithhold
associations. In addition to the the tax, fishermen must pay the tax
current 1 percent, 2 percent or with an annual return. The legislation
3 percent options, 10 additional took effect January 1, 2005.

options were made available,

Tax Collections $4,356,969

Including interest and penalties

Number of Returns 830

Number of Taxpayers 197

Program Cost $82,999
1.0

Staffing (full time equivalent)
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Salmon Marketing Tax
AS 43.76

The salmon marketing tax was
repealed effective January 1, 2005.
Inform ation is provided below
because the division collected
residual salmon marketing taxes in
FY 2007.

Description

Alaska levied a salmon marketing
tax on all salmon sold in or exported
from Alaska. Commercial fishermen
paid salmon marketing taxes to
buyers based on value of the
salmon at the time of sale or fair
market value when there was no
arms length transaction. Taxpayers
paid tax directly to the Tax Division
for salmon exported from the state.
Buyers remitted taxes collected from
fishermen to the division.

R ate
The salmon marketing tax rate was
ercent of the value of salmon.

Returns
Taxpayers filed returns and paid
taxes monthly The due date was the
last day of the month following the
month of purchase or export.

Exemptions
Salmon harvested under a special
harvest area permit (typically.

PY2007StatMfc«

Tax Collections
Including interest and penalties
Number of Returns

Number of Taxpayers

AogamCGa
SHiirg (full tneeg.hdan)

salmon harvested by salmon
hatcheries) were exempt from the
salmon marketing tax.

Disposition of Revenue
The division deposits the salmon
marketing tax into the General Fund

AS 43.76.120(d), the legislature
may appropriate salmon marketing
tax revenue to the Alaska Seafood
Marketing Institute (ASMI) for the
purpose of supporting its salmon
marketing program.

History

993 - The legislature enacted a
]j.percentsalmon marketing tax to
fund salmon marketing administered
by ASMI, with a sunset date of June
30,1998.

1998 - The legislature extended tha
sunset date to June 30. 2003.

2002 - The legislature extended the
sunset date to June 30. 2008.

2004 - Legislation prescribed an
election to determine the rates and
retention of marketing assessments.
The election was held in the Fall

of 2004 resulting in an increase to
the Seafood Marketing Assessment
rate to 0.5 percent and eliminating
the Salmon Marketing Tax effective
January 1. 2005.

$20,981

$115
01



Seafood Development Tax
AS 43.76.350

Description

The seafood development tax is

an elective tax levied on certain
fishery resources using specific
gear types sold in or exported from
designated seafood development
regions. Fishermen pay seafood
development taxes to licensed
buyers at the time of sale or to

the division for resources sold to
unlicensed buyers or exported from
Alaska. Buyers remit taxes collected
from fishermen to the division.

R ate
Commercial fishermen harvesting
salmon by drift gillnet elected tax
rates for the following development

regions:

A
2006

Prnoe WWbamSound 2%
Bristol Bay 1%

Returns

Buyers file returns and pay tax
monthly. The due date is the last day
of the month following the month

of purchase. Buyers file returns for
bonus payments made to fishermen
after the close ofthe fishing season.
Returns for these payments are due
with additional taxes by the last day
of the month following the bonus
payment. Fishermen selling to
unlicensed buyers or exporting from

Tax Collections

Including inlerost and penaltos

Number of Returns

Number of Taxpayers

RogamGd
Seiirg (ful tineeopnaat)

Alaska file returns and pay taxes
annually. The due date is March 31
following the year of sale or export.

Exemptions

Resources harvested under special
harvest area permit (typically, salmon
harvested on behalf of salmon
hatcheries) is exempt from the
seafood development tax.

Disposition of kevenue

The Division deposits all seafood
development tax revenue into

the General Fund. Under AS
43.76.380(d), the legislature may
appropriate seafood development
tax revenue to provide financing
for qualified regional seafood
development associations.

History

2004 - The legislature adopted tl.e
Seafood Development Tax Act. The
Act authorized a tax of between

Vi and 2 percent, upon election by
commercial fishermen harvesting
within designated regions, on fishery
resources transferred to buyers in or
exported from Alaska.

2005 - Commercial salmon drift
gillnet fishermen in the Prince
Wiilliam Sound seafood development
region elected a 1% tax.

2006 - Commercial salmon drift
gillnet fishermen in the Bristol Bay
seafood development region elected
a 1% tax.

WM

$1,266,333

198

66

15
01
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Seafood Marketing
Assessment
AS 16.51.120

De cription

Alaska levies a seafood marketing
assessment on seafood processed
or first landed in Alaska. The state
also levies the assessment on
unprocessed fisheries products
exported from Alaska. The Tax
division collects the assessment
from fisheries processors and
fishermen who export fish out of
Alaska.

R ate

The seafood marketing assessment
is 0.5 percent of the value of
seafood products exported from,
processed or nrst landed in Alaska

Returns
Taxpayers file calendar ye?r returns
with payment by April 1 of the
following year. Taxpayers file monthly
returns for postseason (bonus)
payments made to fishermen after
the filing of the calendar year return.
Returns for these payments are due
with additional assessments by the
last day of the month following the
bonus payments.

Exemptions

Processors and fishermen who
produce less than $50,000

of seafood products during a
calendar year are exempt from the
assessment.

Assessment Collections

Number of Returns

Number of Taxpayers

AaganGds
SHiirg (Ul tneeg .naart)

Disposition of Revenue

The division deposits all seafood
marketing assessments into the
General Fund. The legislature may
appropriate funds to the Alaska
Seafood Marketing Institute.

History

1981 - The legislature enacted

an elective seafood marketing
assessment of 0.1 percent, 0.2
percent or 0.3 percent (elected

by large processors in Alaska). In
1981, processors elected a 0.3
percent assessment to take effect in
calendar year 1982

1996 - The 'egislature amended
seafood marketing assessment
statutes to include fishery resources
landed in Alaska. The legislation
was retroactive to January 1994.
Priorto FY 96 revenue collected
from the 0.3 percent portion of the
original 3.3 percent landing tax rate
was accounted forin a separate
account designated as (landing tax)
seafood marketing assessments.

2004 « The legislation directed ASMI
to hold elections and determine
whether to retain the assessment
and a second election to determine
whether to increase the assessment
from 0.3 percentto 0.5 percent.
Elections were held as prescribed by
law. The vote retained the Seafood
Marketing assessment, increased
the Seafood Marketing rate to 0.5
percent and eliminated the Salmon
Marketing Tax effective January 1.
2005

$7,680,949
301

239

$0
0



Telephone Cooperative Tax
ae afl\ oc ccn
AS 10.25.550

Description

Alaska levies a telephone
cooperative tax on gross revenue
of qualified telephone cooperatives
under AS 10.25. The Tax Division
collects taxes from cooperatives.

R ate

The telephone cooperative tax rate
is based on revenue and the length
oftime in which the cooperative
has furnished telephone service to
consumers as follows:

Less than 5 years 1%
5 years or longer 2%
Returns

Telephone cooperatives file calendar
year returns that are due with
payment before March 1 of the
following year.

Exemptions
All qualified telephone cooperatives
are subject to the cooperative tax

FY 2907 Statistics

Tax Collections
Number of Returns

Number of Taxpayers

Program Cost

Staffing (full time equivalent)

Cooperatives pay the telephone

cooperative tax In lieu of corporate
net income tax.

Disposition of Revenue

The division deposits revenue from
the telephone cooperative tax into
the General Fund.

Telephone cooperative taxes
sourced from within municipalities
are shared 100 percent to respective
municipalities less the amount
expended by the state for collection
of taxes.

The statw retains telephone
cooperative taxes sourced from
outside of municipalities.

History

1959 - The legislature enacted
the telephone cooperative tax as
part of the ‘Electric and Telephone
Cooperative Act" to promote
cooperatives around the state.

Thj due date for filing telephone
cooperative tax returns was April 1
of the following year.

1960 - The legislature changed the
due date for filing returns to March 1.
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Tire Fee
AS 43.98.025

Description

Alaska imposes a tire fee on all new
tires sold in Alaska. An additional tire
fee is imposed on the sale oftires
with metal studs weighing more than
1.1 grams each (heavy studs). The
additional tire fee also applies to the
installation of heavy studs in new or
used tires. The division collects tire
fees primarily from tire dealerships.

R ate

A $2.50 tire fee applies to each new
tire. An additional $5 fee applies to
each studded tire ($7.50 total tire fee
for new studded tires).

Returns

Taxpayers are required to file
returns and remit fees quarterly.
Returns and payment are due 30
days following the calendar quarter
in which the r.ew tires were sold or
studs were installed.

Fee collections on new tires

Fee collections on studded tires
and stud installations

Penalties & Interest

Total Fee Collections

Number of Returns

Number of Taxpayers

Program Cost

Staffing (full-time equivalent)

Taxpayers may retain 5 percent of
the amount collected, limited to a
maximum of $900 per quarter, to
cover expenses associated with
collecting and remitting fees.

Exemptions
The following tires and senl/ices are
exempt ifthe purchaser provides the
tire seller with a certificate of use:
« Tires and services sold to
federal, staie or local government
agencies for official use.
« Tires for resale.

The $2.50 tire fee does not apply to
used tires and certain replacements
of defective tires.

Disposition of Revenue

The division deposits all revenue
from the tire fee into the General
Fund.

History
2003 - The legislature enacted the
tire fee, effective 9/26/2003.

$1,075,505

409,979
26433

11.$11.817

364

98

$41,802
0.5



New Tires*

New tires sold 492,631

Less tax exempt tires 5&SQY)

Taxable New Tires Sold m p?Q

Studded Tires*

Studded tires sold 81,658
Stud installations performed 7,246
Less tax exempt studded tires and
stud installations JM 121
Taxable studded tires sold and

82,892

stud installa'. ons performed

Amounts representtires sold in FY 2007 (as recorded on tax returns), whereas fee
collections reflect money received within FY 2007 and may include payments or refunds

from a previous tax period.
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Tobacco Tax
AS 43.50

Description

Alask alevies a tax on cigarettes
and other tobacco products. The
cigarette tax is levied on cigarettes
imported into the stato for sale

or personal consumption. The
tobacco products tax is levied on
other tobacco products (other than
cigarettes) imported into the state for
sale. The division collects tobacco
taxes primarily from licensed
wholesalers, distributors and
retailers.

R ates

Cigarettes - See rates table below.
The cigarette tax must be paid
through purchase of cigarette tax
stamps. A stamp must be affixed

to the bottom of every pack of
cigarettes imported into the state for
sale or personal consumption.

Nonparticipating Manufacturer Equity
Tax - An additional tax of 12.5 mills
(25 cents per pack of 20 cigarettes

is levied on each cigarette imported
or acquired from a manufacturer
that did not sign the tobacco Master
Settlement Agreement. All revenue
collected from this tax is deposited in
the General Fund.

Other Tobacco Products - The
tax rate on Other Tobacco Products,
which includes tobacco products

July 1.2006-June 30 2007
Base Rate (Sotool Fund)
Additional Tax (General Fund)
Total

July 1 2007

Base Pate (School Fund)
A4 Jional Tax (General Fund)
jotal

other than cigarettes such as

cigars and chewing tobacco, is 75
percent of the wholesale price. The
wholesale price is the established
price atwhich a manufacturer sells
tobacco products to a distributor.
The division may adjust the
wholesale price upon which tax was
calculated ifthe wholesale price was
not established in an arms-length
transaction.

Legislation passed during a special
legislative session in June 2004
increased the cigarette tax rate to 90
ills (9 cents) per cigarette on July
ri2006 and 100 mills (10 cents) per
cigarette on July 1, 2007. In addition,
as of January 1, 2005, there is an
additional tax of $.25 per pack of 20
cigarettes on cigarette brands that
are manufactured by manufacturers
that did not sign the tobacco Master
Settlement Agreement (NPM
cigarettes). There was no increase in
the othertobacco products tax rate.

Returns

Taxpayers must pay the cigarette tax
by purchasing cigarette tax stamps.
The other tobacco products tax is
paid at the time a tax return is filed.
Tax returns are required to be filed
on a monthly basis and are due (he
last day of the month following the
month that cigarette tax stamps were
purchased or other tobacco products
were imported into the state for sale

Per 20
07
14
5180

Prr cigarette
Bmils 0038
2mills 0052
DOmills 009

07
124
200

Bmills 0038
&2mils 0062
10mills 3010



Taxpayers that purchase cigarette
tax stamps are entitled to a stamp
discount of 3 percent on the first
$1,000,000 arid 2 percent on the
second $1,000,000 of cigarette tax
stamps purchased in a calendar
year. The total stamp discount in
each calendar year may not exceed
$50,000. Taxpayers who import
other tobacco products for sale
may deduct 0.4 percent of the other
tobacco products tax due to cover
expenses of accounting and filing
returns. There is no limit on this
deduction.

Exemptions

Sales to authorized military
personnel by a military exchange,
commissary, or ship store; and sales
by an Indian reservation business
located within an Indian reservation
to members of the reservation are
not subject to the tax.

Disposition of Revenue
Cigarette Taxes - Revenue from the
base rate is deposited in the School
Fund. Revenue from the additional
tax is initially deposited into the
General Fund. Of the amount
deposited in the General Fund, 8.9
percent of revenue is deposited into
the Tobacco Use Education and
Cessation Fund, a subfund of the
General Fund.

The division depc sits all cigarette
and tobacco products license fees
into the School Fund, to be used for
the rehabilitation, construction, repair
and associated insurance costs of
state school facilities.

History

The tobacco tax dates to 1949 when
the legislature enacted a tax of 3
cents per pack on cigarettes and 2
cents per ounce on tobacco. There
were no exemptions provided in the
tax legislation.

1951 - The legislature increased the
cigarette tax to 5 cents per pack.

1955 - The legislature eliminated the
tobacco products tax and, although
the cigarette tax rate remained at5
cents, the legislature converted the
rate to a mill rate per cigarette (2.5
mills per cigarette). The legislature
enacted a 1 percent deduction
provision to cover accounting
expenses. The legislature also
created the School Fund and
directed all proceeds from the
cigarette tax be deposited in this
fund.

1961 - The legislature increased
the cigarette tax to 4 mills per
cigarette (8 cents per pack). The
legislature dedicated revenue from
the additional 3 cents to the General
Fund.

1977 - The legislature exempted
military sales from the cigarette tax.

1983 - The Department of Revenue
adopted regulations exempting sales
of cigarettes by Indian Reservation
businesses to members of the
reservation.

1985 - The legislature increased the
cigarette tax to 8 mills per cigarette
(16 cents per pack).

1988 - The legislature enacted
the tobacco products tax imposing
a tax of 25 percent of the product
wholesale price. The legislature
authorized taxpayers to deduct
ilpercentofthe tax to cover
accounting expenses.

1989 - The legislature increased the
cigarette tax rate to 14 5 mills (29
cents per pack of 20).

1997 - Effective October 1.1997,
the legislature increased the
cigarette tax rate to 50 mills or $1



