CITY AND BOROUGH OF SITKA 778 " CHAVBERS

330 Harbor Drive
Sitka, AK
(907)747-1811

Meeting Agenda

City and Borough Assembly

Mayor Gary Paxton
Deputy Mayor Steven Eisenbeisz,
Vice Deputy Mayor Kevin Mosher,
Kevin Knox, Dr. Richard Wein, Valorie Nelson, Thor Christianson

Municipal Administrator: John Leach
Municipal Attorney: Brian Hanson
Municipal Clerk: Sara Peterson

Tuesday, April 28, 2020 6:00 PM Assembly Chambers

REGULAR MEETING

L CALL TO ORDER

il FLAG SALUTE

Il ROLL CALL
Iv. CORRESPONDENCE/AGENDA CHANGES
20-102 Reminders, Calendars, and General Correspondence
Attachments: Reminders and Calendars
V. CEREMONIAL MATTERS
None.
VI. SPECIAL REPORTS: Government to Government, Municipal

Boards/Commissions/Committees, Municipal Departments, School District, Students
and Guests (five minute time limit)

VII. PERSONS TO BE HEARD

Public participation on any item off the agenda. All public testimony is not to exceed 3
minutes for any individual, unless the mayor imposes other time constraints at the
beginning of the agenda item.

VIII. REPORTS

a. Mayor, b. Administrator, c. Attorney, d. Liaison Representatives, e. Clerk, f. Other
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City and Borough Assembly Meeting Agenda April 28, 2020

IX. CONSENT AGENDA

All matters under Item IX Consent Agenda are considered to be routine and will be
enacted by one motion. There will be no separate discussion of these items. If
discussion is desired, that item will be removed from the Consent Agenda and will be
considered separately.

A 20-096 Approve the minutes of the April 2, 9, and 14 Assembly meetings

Attachments: Consent and minutes

X. BOARD, COMMISSION, COMMITTEE APPOINTMENTS

B 20-095 Reappoint Anne Pollnow to a three-year term on the Historic Preservation
Commission in the category of At-Large (request by Assembly Members
Mosher and Wein to rescind action taken April 14, 2020)
Attachments: Motion to Rescind and Application

XI. UNFINISHED BUSINESS:

C ORD 20-12  Making supplemental appropriations for Fiscal Year 2020 (Office of
Inspector General Anti-Kickback Liability Settlement)
Attachments: 01 Motion Ord 2020-12

Ord 2020-12

D ORD 20-13  Amending Title 4 "Revenue and Finance" of the Sitka General code by
adding Chapter 4.10 "Alaska Remote Seller Sales Tax"
Attachments: 01 Motion Ord 2020-13

02 Memo Ord 2020-13
03 Ord 2020-13
04 Res 2019-27 Signed.

05 Attachment A Intergovernmental Agreement (2)
06 FAQ June 2019 from AML
07 AML September 2019 Public Informational Release

XIl. NEW BUSINESS:

New Business First Reading

E ORD 20-24  An Emergency Ordinance of the City and Borough of Sitka abating any
penalties and interest for the first quarter sales tax 2020 filing period until
June 30, 2020
Attachments: 01 Motion Ord 2020-24

02 Ord 2020-24
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F ORD 20-17  Adopting budgets and capital improvement plans for the General Fund,
Internal Service Funds, and Special Revenue Funds for the fiscal year July
1, 2020 through June 30, 2021
Attachments: 01 Motion Ord 2020-17

02 Memo Ord 2020-17

03 Ord 2020-17

04 ltem F Budget Changes-4-22-2020

05 FY2021 Draft Budget Book April 22 2020 FINAL

G ORD 20-18  Adopting the budget and capital improvement plan for the Electric Fund for
the fiscal year July 1, 2020 through June 30, 2021
Attachments: 01 Motion Ord 2020-18

02 Memo Ord 2020-18
03 Ord 2020-18
04 Item G Budget Changes-4-22-2020

H ORD 20-19  Adopting the budget and capital improvement plan for the Water Fund for
the fiscal year July 1, 2020 through June 30, 2021
Attachments: 01 Motion Ord 2020-19

02 Memo Ord 2020-19
03 Ord 2020-19
04 Item H Budget Changes-4-22-2020

I ORD 20-20  Adopting the budget and capital improvement plan for the Wastewater
Fund for the fiscal year July 1, 2020 through June 30, 2021 and amending
Title 15 "Public Utilities" of the Sitka General Code to increase Section
15.04.320 "Rates and Fees"
Attachments: 01 Motion Ord 2020-20

02 Memo Ord 2020-20
03 Ord 2020-20
04 Item | Budget Changes-4-22-2020
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J ORD 20-21  Adopting the budget and capital improvement plan for the Solid Waste
Fund for the fiscal year July 1, 2020 through June 30, 2021 and amending
Title 15 "Public Utilities" of the Sitka General Code to increase solid waste
disposal rates in Section 15.06.020 "Solid Waste Disposal Policy and
Rates," Section 15.06.035 "Rates for Treatment and Collection," and
Section 15.06.045 "Transfer Station Drop-Off Charges and Special
Refuse Collection Charges"

Attachments: 01 Motion Ord 2020-21

02 Memo Ord 2020-21
03 Ord 2020-21
04 Item J Budget Changes-4-22-2020

K ORD 20-22  Adopting the budget and capital improvement plan for the Harbor Fund for
the fiscal year July 1, 2020 through June 30, 2021
Attachments: 01 Motion Ord 2020-22

02 Memo Ord 2020-22
03 Ord 2020-22
04 Item K Budget Changes-4-22-2020

L ORD 20-23  Adopting budgets and capital improvement plans for the Airport Terminal
Fund, the Marine Service Center Fund, and the Gary Paxton Industrial Park
Fund for the fiscal year July 1, 2020 through June 30, 2021
Attachments: 01 Motion Ord 2020-23

02 Memo Ord 2020-23
03 Ord 2020-23
04 Item L Budget Changes-4-22-2020

Additional New Business Items

M RES 20-10 Increasing permanent and temporary moorage rates and other harbor fees
and charges
Attachments: 01 Motion Res 2020-10

02 Res 2020-10

N RES 20-09 Authorizing the Municipal Administrator to apply for and execute a grant
with the United States Fish and Wildlife Service for $36,000 to support the
Peterson Storm Sewer Rehabilitation Project
Attachments: 01 Motion Res 2020-09
02 Memo Res 2020-09

03 Res 2020-09
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(0] 20-097 Approve a liquor license renewal application for Sitka Moose Lodge
#1350 dba Loyal Order of Moose #1350 at 337 Lincoln Street (possible
executive session)

Attachments: 01 Motion Moose Lodge
02 LGB Notice - City of Sitka in Borough 748

03 COMPLETE RENEWAL APPLICATION 748

P 20-098 Approve a month-to-month short-term lease between the City and Borough
of Sitka and Maris Inc for space at Sealing Cove parking lot
Attachments: 01 Motion Maris Inc Lease

02 Memo Maris Inc Lease

03 Maris Inc Lease Sealing Cove Final

04 Exhibit A- Lease CBS Maris Inc

Q 20-099 Discussion / Direction on the distribution of Secure Rural Schools Funding

Attachments: 01 Discussion Direction

02 Memo Secure Rural Schools Funding

03 DCCED award letter

R 20-100 Discussion / Direction on amending the order of business for Assembly
agendas by moving "Municipal reports from mayor, administrator, attorney,
liaisons, clerk and other" to the end of the agenda

Attachments: 01 Discussion Direction

Xl PERSONS TO BE HEARD:

Public participation on any item on or off the agenda. Not to exceed 3 minutes for any
individual.

XIV. EXECUTIVE SESSION

XV. ADJOURNMENT

Note: Detailed information on these agenda items can be found on the City website at
https://sitka.legistar.com/Calendar.aspx or by contacting the Municipal Clerk's Office at
City Hall, 100 Lincoln Street or 747-1811. A hard copy of the Assembly packet is
available at the Sitka Public Library. Regular Assembly meetings are livestreamed
through the City's website, aired live on KCAW FM 104.7, and broadcast live on local
television channel 11. To receive Assembly agenda notifications, sign up with
GovDelivery on the City website.

Sara Peterson, MMC, Municipal Clerk
Publish: April 24
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CITY AND BOROUGH OF SITKA

Legislation Details

File #: 20-102 Version: 1 Name:

Type: Item Status: AGENDA READY

File created: 4/24/2020 In control: City and Borough Assembly
On agenda: 4/28/2020 Final action:

Title: Reminders, Calendars, and General Correspondence

Sponsors:

Indexes:

Code sections:

Attachments: Reminders and Calendars
Date Ver. Action By Action Result
CITY AND BOROUGH OF SITKA Page 1 of 1 Printed on 4/24/2020
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REMINDERS

DATE EVENT

Tuesday, April 28 Regular Meeting

Tuesday, May 12 Regular Meeting




Assembly - web calendar Page 1 of 1
Assembly Calendar
2019 Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2021
April 2020
Sunday Monday Tuesday Wednesday Thursday Friday Saturday
29 | Mar [30 31 1 | Apr |2 3 4
Nelson Nelson Nelson 6:00pm School |6:00pm Special
Christianson  |Christianson  |Christianson Board - Liaison|Budget
6:30pm Special Mosher Meeting: all
School Board 7:00pm funds and final
Meeting - Planning changes
Liaison Mosher Commission -
Liaison Mosher
(Knox
attending)
5 6 7 8 9 10 11
6:00pm School 6:00pm Library |12:00pm LEPC
Board budget Commission - |- Liaison
meeting - Liaison Nelson
Liaison Mosher Christianson |~CANCELLED
5:00pm Tree & |1:30pm Health
Landscape - |Needs &
Liaison Wein |Human
6:00pm Historic [Services -
Preservation - |Liaison Wein
Liaison Mosher|6:00pm School
6:00pm Port & |Board budget
Harbors work session -
Commission - |Liaison Mosher
Liaison Knox [6:00pm Special
Budget
Meeting
12 13 14 15 16 17 18
12:00pm Parks & |7:00pm Knox Knox
Recreation - Planning Nelson
Liaison Knox Commission -
6:00pm Regular |Liaison Mosher
Assembly Mtg
19 20 21 22 23 24 25
Nelson Nelson Nelson Nelson Nelson Nelson Nelson
5:30pm (TO BE  |Knox Knox Knox Knox
RESCHEDULED)|6:00pm Police [6:00pm
Special Meeting: |and Fire - Emergency
Evaluations - Liaison Nelson |Meeting:
Attorney and CANCELLED |Response to
Administrator 6:00pm School |State
Board budget |Mandates
meeting -
Liaison Mosher
26 27 28 29 30 1 \ May |2
Nelson Nelson 6:00pm Regular
Knox Knox Assembly Mtg
3:00pm GPIP -
Liaison Paxton
https://www.brownbearsw.com/freecal/Assembly 4/24/2020
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2021
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Wednesday

Thursday
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27
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Knox
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Assembly Mt

4

6

6:00pm (TO BE
RESCHEDULED)
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Equalization

6:00pm Library

Liaison
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Liaison Mosher
(Knox
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7:00pm
Planning
Liaison Mosher
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6:00pm Regular
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6:00pm Library
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7:00pm
Planning

Liaison Mosher

https://www.brownbearsw.com/freecal/Assembly?Op=ShowIt&Date=2020-05-01
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CITY AND BOROUGH OF SITKA

Legislation Details

File #: 20-096 Version: 1 Name:

Type: Item Status: AGENDA READY

File created: 4/22/2020 In control: City and Borough Assembly
On agenda: 4/28/2020 Final action:

Title: Approve the minutes of the April 2, 9, and 14 Assembly meetings

Sponsors:

Indexes:

Code sections:

Attachments: Consent and minutes
Date Ver. Action By Action Result
CITY AND BOROUGH OF SITKA Page 1 of 1 Printed on 4/24/2020
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CONSENT AGENDA

POSSIBLE MOTION

| MOVE TO APPROVE THE CONSENT AGENDA
CONSISTING OF ITEM A

| wish to remove Item(s)

REMINDER - Read aloud a portion of each item being
voted on that is included in the consent vote.



If this item is pulled from the consent agenda the following motion would
be in order:

POSSIBLE MOTION

| MOVE TO approve the minutes of the
April 2, 9, and 14 Assembly meetings.
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Minutes - Draft

City and Borough Assembly

Mayor Gary Paxton
Deputy Mayor Steven Eisenbeisz,
Vice Deputy Mayor Kevin Mosher,

Kevin Knox, Dr. Richard Wein, Valorie Nelson, Thor Christianson

Municipal Administrator: John Leach
Municipal Attorney: Brian Hanson
Municipal Clerk: Sara Peterson

Thursday, April 2, 2020

6:00 PM Assembly Chambers

SPECIAL MEETING

l. CALL TO ORDER

Il FLAG SALUTE

Ml ROLL CALL

Members participated by videoconference.

Telephonic: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Iv. PERSONS TO BE HEARD

V. NEW BUSINESS:

A 20-069

None.

Discussion / Direction / Decision of the FY2021 Draft Administrator's Budget
with focus on the Enterprise Funds and Internal Service Funds

Municipal Administrator John Leach stated the focus for this meeting was for enterprise
and internal service funds. Controller Melissa Haley told of previous budget meetings and
future meetings scheduled. She gave the approach to the Enterprise Funds with
long-term fiscal models, monitoring performance of debt to equity ratio, and the need to
keep up with industry standards.

Nelson wondered how to assist the public to make sure that Sitka's economy stayed
healthy. She felt that the numbers were too optimistic. Paxton noted the uncertainties but
that the budget needed to move forward for approval. He stated that budget adjustments
could be made later. Christianson agreed with Paxton and noted there would most likely
be more budget adjustments in the future. He said he was less concerned with the details
as he felt the budget could be fluid. Wein's notion was that

CITY AND BOROUGH OF SITKA
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City and Borough Assembly Minutes - Draft April 2, 2020

the budget needed to be readjusted, was under a deficit currently, and discussions and
addressing of the deficit was needed. Mosher agreed with Paxton and Christianson of the
importance to pass the budget within the deadline, understanding there would be
changes in the future.

Leach stated there were adjustments made for what was known from the COVID-19
emergency. He noted the Harbor Fund rate increase was proposed by the Port and
Harbors Commission where there was assumed input from users.

Haley went over the Electric Fund history noting that there were no rate increases in the
last two years, but critical infrastructure was needed. She stated finance would be
watching the inflation rate closely. Haley stated the fund was stable, however without
expansion of usage, additional rate increases may be needed. She showed a decrease in
working capital and gave options with the General Fund subsidizing the Electric Fund.
She noted the electric department had reprioritized twice in the last few months with
regards to capital expenditures.

Nelson stressed the need to keep rates as low as possible while not defaulting on the
bonds. Some members felt the rate increase should remain, some decrease, and others
to decrease the rate due to COVID-19. Christianson felt there could be possible monies
recouped from the federal government if a special rate was determined because of
COVID-19. Sweeney stated FEMA funds were directly related to expenditures to mitigate
the emergency. He relayed there was lots of conversation surrounding recouping revenue
and that details were not yet known. Eisenbeisz felt all capital projects needed to be
looked at for life/safety only.

Haley went over the Water Fund noting the context driving the fund was critical
infrastructure. She stated there were no rate increases in FY2020, the FY2021 proposed
rate increase was 2%, and no new debt was needed for future projects.

Haley stated the Wastewater Fund infrastructure was not fully known, that adequate
working capital was important to fund unanticipated repairs if needed. She stated known
repairs would be needed in 10-20 years and the rate increase proposed for FY2021 was
2%.

Haley stated the Solid Waste Fund was driven by contractual obligations and the national
average was 4.4% as an inflationary rate. She noted this fund had been operating in the
red since 2013 and the rate proposed was the same as FY2020 at 5.5%. She told that
even with the rate increase(s), the fund would not be positive until 2028-2029.

Haley stated that the Harbor Fund was driven to prepare for significant harbor costs of
replacement of Eliason in the future and the rate increase was proposed at 5% over the
next three years. Nelson stated concerns of rates and allowing for public comment from
harbor users. Mosher was not in support of the 5% increase.

Wein stated the fiscal plan for the harbor system and rate structure was unsustainable.
He wondered when it would become a tipping point that it would affect the users but
noted that the financial issues needed to be addressed. Christianson stated by raising
rates sooner, it allowed a bigger impact in the future. Knox said that the harbor
infrastructure may not be sustainable. Eisenbeisz wished to see a zero percent increase.

A motion was made by Mosher to reduce proposed harbor rate from 5% to 3%

CITY AND BOROUGH OF SITKA
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B ORD 20-11

for FY2021. The motion FAILED by the following vote.
Yes: - Mosher, Nelson
No: - Christianson, Eisenbeisz, Knox, Wein, Paxton

Haley told of changes of the Harbor Fund working capital, the proposed increase amount,
capital projects and noted the inflationary costs for the Crescent Harbor project was
higher than anticipated. Knox warned that delaying projects created high inflationary
costs.

Haley reported on the Airport Terminal Fund noting the impact that would be likely with
the slowed travel related to COVID-19. She felt that working capital would be negative
going forward and there were projects that were needed.

Haley addressed the Marine Service Center Fund with the crane costs taken out as a
previous directive from the Assembly. She stated the fund was losing money on an
annual basis and at some point, there would have to be decisions on what to do.
Christianson told the goal would be to no longer have this infrastructure.

Haley informed the Information Technology Fund existed to provide services to all city
government. She showed the breakdown of departments. Sweeney stated the costs were
allocated.

Haley stated the Central Garage Sinking Fund was for vehicle replacement and there
was a guide supplied for details. She stated former Interim Municipal Administrator Hugh
Bevan vetoed some vehicles that were previously on the list.

Haley went over the Building Maintenance Fund by giving a breakdown based on time,
effort, and expense that it took to maintain each building or fund. Leach relayed the
city/state building contract needed to be finalized by June and that communication would
continue and the city would maintain its portion of the building.

Temporarily amending Title 15 "Public Utilities" of the Sitka General Code by
modifying Chapter 15.01 "Electric Utility Policies", Section 15.01.020
"Electrical Rates" which will temporarily extend the lower seasonal electric
rate from April to June in 2020 only

Christianson explained the reasoning of the ordinance as a way to provide relief for
citizens due to the COVID-19 pandemic. Wein noted this was for residential which
averaged a savings of $112 for the duration yet was approximately $1 million decrease to
the Electric Fund and wondered how that money would be recouped. Knox clarified it was
for residential, small general services, and boats. Mosher stated while the intent was
notable, he had concerns with the loss of revenue to the fund. Nelson stated she was in
favor for first reading, felt that residential may not be the answer, that business owners
were in danger of not being able to pay sales tax and bills. Christianson told of the
thought process of helping people who were hurting right now and that there could be an
extension of summer rates into the fall. He wondered if the lobbyists could research
funding for lost revenues for Sitka. Paxton would like to see this on an as needed basis
and noted the need for the Electric Fund to be stable.

Municipal Administrator John Leach relayed Senate Bill 241 passed through the
Legislature to suspend disconnecting services of non-payment for utilities. He relayed
that penalties for late payment and non-payments were suspended. Eisenbeisz agreed
for the need to reduce the costs for citizens in the short-term, however, had concerns

CITY AND BOROUGH OF SITKA
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with the long-term impacts and the possible need to transfer money from the General
Fund to the Electric Fund to subsidize and what that meant for General Fund cuts. Knox
suggested tasking lobbyists on opportunities to obtain monies. Christianson and Mosher
agreed. Wein noted the drivers of the General Fund was tax revenue and felt that those
revenues would also decline. He stated the need to think about the health of the General
Fund.

A motion was made by Knox that this ordinance be APPROVED on FIRST
READING. The motion PASSED by the following vote.

Yes: 6 - Christianson, Eisenbeisz, Knox, Paxton, Mosher, and Nelson

No: 1- Wein
VL. PERSONS TO BE HEARD:

Comments from Assembly members and staff:

Knox - Gave an update on the city seal process. He wondered if it were possible to
release testing numbers with regards to COVID-19. He relayed that Ketchikan was not
going to accept cruise ships this season and wondered if there had been conversations
surrounding cruise ships coming into Sitka. He gave suggestions for masks and those
that should be reserved for health care providers.

Nelson - Read an email from Camille Ferguson regarding concerns surrounding
travel/tourism industry in Sitka. She told of the work session on April 9 to discuss
economic impacts related to COVID-19. She stated her concerns with the property tax
deadline and of the public comment process during the pandemic.

Mosher - Was in support of the work session and told his concern for Sitka's economy.
Leach - Told of three bills that have been signed that the lobbyist firm had summarized
and highlighted what Sitka could be potential candidates for. He noted his discussions
with Camille Ferguson and relayed that a fourth bill would be coming with potential
economic stiumulus.

Christianson - Wondered how to assist citizens in applying for various programs for
economic assistance and gave encouragement for getting through this pandemic.

Paxton - Thanked Sitkans with all the volunteer efforts.

VIl. EXECUTIVE SESSION

None.

Vil. ADJOURNMENT

A motion was made by Christianson to ADJOURN. Hearing no objections, the
meeting ADJOURNED at 8:02 p.m.

ATTEST:

Melissa Henshaw, CMC
Deputy Clerk
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Minutes - Draft

City and Borough Assembly

Mayor Gary Paxton
Deputy Mayor Steven Eisenbeisz,
Vice Deputy Mayor Kevin Mosher,
Kevin Knox, Dr. Richard Wein, Valorie Nelson, Thor Christianson

Municipal Administrator: John Leach
Municipal Attorney: Brian Hanson
Municipal Clerk: Sara Peterson

Thursday, April 9, 2020 6:00 PM Assembly Chambers

VL.

A

WORK SESSION 5:00 P.M.

20-080 Options to reduce economic impacts on citizens/businesses related to the
COVID-19 pandemic

Assembly members discussed ways to reduce economic impacts to citizens and
businesses due to the COVID-19 pandemic.

SPECIAL MEETING

CALL TO ORDER
FLAG SALUTE

ROLL CALL

Members participated by video conference. Knox joined at 7:25 p.m.

Telephonic: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

CORRESPONDENCE/AGENDA CHANGES

No agenda changes.

PERSONS TO BE HEARD

None.

NEW BUSINESS:

20-077 Discussion / Direction / Decision of the FY2021 Draft Administrator's Budget
with focus on the General Fund and Special Revenue Funds
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B 20-078

C 20-079

Controller Melissa Haley stated the focus was on the General Fund and Special Revenue
Funds. She noted revisions to the General Fund from external changes specifically from
the COVID-19 pandemic, final rate proposal for health insurance (an increase of 5.5%), a
decrease in sales tax revenue estimates, and state budget cuts. She went over expense
reductions: capital projects, health insurance, operating expense, and a smaller transfer
due to a decrease in sales tax revenue to the School Bond Debt Service Fund. Haley
went over cut to operations that was directed by the Assembly which totaled $764,344.
Public Works Director Michael Harmon gave options and details to the revised budget of
no new capital.

Assembly members requested more information and analysis with options and details of
the Knutson Drive LID.

A motion was made by Eisenbeisz to remove the $14,000 personnel cut in the
library budget (in effect this would keep the Library open on Sundays). The motion
PASSED by the following vote.

Yes - 5- Christianson, Eisenbeisz, Wein, Paxton, and Mosher
No- 1- Nelson
Absent - 1- Knox

Haley gave details of the purpose, fund balance, and expected revenue for FY2021 for
other governmental funds: trust, agency, special revenue funds including the Permanent
Fund, Debt Service Fund of School Bonds, Pet Adoption Fund, Utility Subsidization Fund,
Sitka Asset Forfeiture Fund, Justice Assistance Fund, Library Building Fund, Southeast
Alaska Economic Development Fund, GPIP Contingency Fund, Sitka Community
Hospital Dedicated Fund (formerly Tobacco Excise Tax Fund), Student Activities Travel
Fund, Fisheries Enhancement Fund, Commercial Passenger Vessel Excise Tax (CPET)
Fund, Visitor Enhancement Fund, Revolving Fund, Guarantee Fund, Library Endowment
Fund, Bulk Water Fund. She noted that the budget ordinances would come forward for
first reading at the regular Assembly meeting on April 28. Assembly members stated they
would like to revisit the Utility Subsidization Fund.

Appoint Assembly Member Wein as an Assembly Liaison to the Sitka
Emergency Operations Center

Municipal Administrator John Leach stated he had invited Wein to Unified Command
meetings and the Emergency Operations Center (EOC) which he found to be of help and
value. He felt it appropriate for relaying information back to the Assembly. Knox was in
support and stated it would be helpful in communicating a clear message to constituents.
Christianson agreed; he volunteered as the Logistics Chief for the EOC and said it would
be helpful to have an Assembly member present in that Assembly member role.

A motion was made by Mosher to appoint Assembly Member Wein as an Assembly
Liaison to the Sitka Emergency Operations Center. The motion PASSED by the
following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Discussion / Direction on options available to reduce the economic impacts
on citizens/businesses related to the COVID-19 pandemic

CITY AND BOROUGH OF SITKA
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Public Comment

Mike Finn requested the city remove water, sewer, and garbage charges from utility bills
for Sitka businesses that are required to close. He stated that the grant funding for
COVID-19 was mostly allowed to be used for payroll. He noted that businesses were
already losing profits and would struggle to get through the winter months with minimal or
no summer season.

Municipal Attorney Brian Hanson stated he would research if delaying the property tax
appeal deadline would need an ordinance. Nelson requested an ordinance for first
reading be put on the agenda for the meeting on April 14.

A motion was made by Nelson to delay the property tax appeal deadline from April
15 to June 15. The motion PASSED by the following vote.

Yes - 7 Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Eisenbeisz and Nelson disclosed they file sales tax. Mayor Paxton ruled no conflict.
Municipal Administrator John Leach stated the delay in revenue would affect the General
Fund. Nelson stated her concerns for small businesses in Sitka and if they were unable
to open. She felt that there would be a delay but it would not affect the budget as it would
be in the same fiscal year. Chief Finance and Administrative Officer Jay Sweeney spoke
to the revenue stating that for every day that sales tax was not remitted to the
municipality, interest was lost on the balance of the investments of the central treasury.
He also noted that by delaying the reporting, an estimate of the effect from the economic
slow down the Assembly previously requested would not be possible.

Wein stated the sales tax money collected was from consumers and in essence by
delaying it by two months, represented a loan that could be minimal. He felt this was a
way to ease the loss for businesses.

A motion was made by Nelson to push the filing due date back for first quarter
sales tax by two months to the end of June and waive fees and late payments. The
motion PASSED by the following vote.

Yes - 5 Christianson, Knox, Wein, Paxton, and Nelson

No -2 Eisenbeisz, and Mosher

Nelson wondered if there were economic development funds available for Sitka
businesses that may be failing to assist with reopening. Christianson would like to look

into a Sitka version of the CARE Act. Mosher brought up the idea of a sales tax free
weekend each month.

VIl. PERSONS TO BE HEARD:

Jay Sweeney informed that he would research items that were discussed. He told of a
reporting deadline for sales tax that was in the Sitka General Code, therefore an
ordinance would be necessary to delay that deadline.

VIll. EXECUTIVE SESSION

None.
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IX. ADJOURNMENT

A motion was made by Christianson to ADJOURN. Hearing no objection, the
meeting ADJOURNED at 7:48 p.m.

ATTEST:

Melissa Henshaw, CMC
Deputy Clerk

CITY AND BOROUGH OF SITKA Page 4



CITY AND BOROUGH OF SIT
(90?;;2’7/}1@11

Minutes - Draft

City and Borough Assembly

Mayor Gary Paxton
Deputy Mayor Steven Eisenbeisz,
Vice Deputy Mayor Kevin Mosher,
Kevin Knox, Dr. Richard Wein, Valorie Nelson, Thor Christianson

Municipal Administrator: John Leach
Municipal Attorney: Brian Hanson
Municipal Clerk: Sara Peterson

Tuesday, April 14, 2020 6:00 PM Assembly Chambers

VL.

VILI.

REGULAR MEETING

CALL TO ORDER

FLAG SALUTE

ROLL CALL

Members participated by videoconference.

Telephonic: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

CORRESPONDENCE/AGENDA CHANGES

No agenda changes.

20-090 Reminders, Calendars, and General Correspondence
CEREMONIAL MATTERS
None.

SPECIAL REPORTS: Government to Government, Municipal
Boards/Commissions/Committees, Municipal Departments, School District, Students and
Guests (five minute time limit)

Woody Widmark Vice Chair of Sitka Tribe of Alaska shared a letter that was sent by STA
regarding the risk and opposition to allowing seasonal workers in remote communities.

PERSONS TO BE HEARD
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Laurie Boyse, Visit Sitka Director gave an update that the 2020-2021 vacation planner
would be mailed out. She stated the Visit Sitka blog was live and social media was still
maintained along with weekly COVID-19 updates. She told of the CDC "no sail" order
and of changes to the cruise ship calendar.

Lisa Busch Executive Director of the Sitka Sound Science Center told of an anonymous
attitudinal survey to design policies and support services for Southeast Alaska
communities to help minimize the impact of COVID-19.

VIll. REPORTS

a. Mayor, b. Administrator, c. Attorney, d. Liaison Representatives, e. Clerk, f. Other

Mayor - Paxton thanked the public and members of the Emergency Operations Center.
Administrator - Leach reported that regular business was operating. He stated the Fire
Chief interview via Zoom would take place soon and that a grant writer was secured. He
noted he was working on a new budget letter.

Attorney - Hanson reported on Legal Department tasks.

Liaison Representatives - Wein reported on the April 8 Tree and Landscape Committee.
Knox reported on the Port and Harbors Commission and the Parks and Recreation
Committee meetings.

Clerk - Peterson reminded that the 2020 Census was open for response and read
through current vacancies on boards/commissions/committees.

Other - Wein noted in the packet the 2019 short-term rental report and thanked the
Planning Department for it.

IX. CONSENT AGENDA

A motion was made by Nelson that the Consent Agenda consisting of items A, B,
C, and D be APPROVED. The motion PASSED by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

A 20-081 Approve the minutes of the March 5, 10, 13, 16, and 24 Assembly meetings

This item was APPROVED ON THE CONSENT AGENDA.

B 20-082 Approve the Health Needs and Human Services Commission 2020 goals

This item was APPROVED ON THE CONSENT AGENDA.

C 20-083 Approve a liquor license renewal application for SOE, LLC dba Little Tokyo at
315 Lincoln Street Suite 112

This item was APPROVED ON THE CONSENT AGENDA.

D 20-084 Approve a liquor license renewal application for SOE, LLC dba Asian Palace
at 327 Seward Square #1

CITY AND BOROUGH OF SITKA Page 2



City and Borough Assembly Minutes - Draft April 14, 2020

This item was APPROVED ON THE CONSENT AGENDA.

X. BOARD, COMMISSION, COMMITTEE APPOINTMENTS

E 20-085
F 20-086
G 20-087

Reappoint Anne Pollnow to a three-year term on the Historic Preservation
Commission in the category of At-Large

Public comments were read out loud from Don Surgeon and Jim Steffen in opposition to
the appointment of Ms. Polinow.

Nelson stated as previous Assembly Liaison to the Commission, she was not in support
of the approval.

A motion was made by Christianson that this item be APPROVED. The motion
FAILED by the following vote.

Yes: 1- Wein

No: 6- Christianson, Eisenbeisz, Knox, Paxton, Mosher, and Nelson
Reappoint Shannon Freitas to a three-year term on the Local Emergency
Planning Committee in Category 2 (Law Enforcement, Civil Defense, Fire

Fighting, First Aid, Local Environmental/Hospital, and Transportation
Personnel)

A motion was made by Mosher that this item be APPROVED. The motion PASSED
by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Reappoint Mike Johnson to a two-year term on the Gary Paxton Industrial
Park Board

Nelson and Christianson stated appreciation of Johnson.

A motion was made by Mosher that this item be APPROVED. The motion PASSED
by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

XI.  UNFINISHED BUSINESS:

H ORD 20-11

Temporarily amending Title 15 "Public Utilities" of the Sitka General Code by
modifying Chapter 15.01 "Electric Utility Policies", Section 15.01.020
"Electrical Rates" which will temporarily extend the lower seasonal electric
rate from April to June in 2020 only

Christianson was in support and noted the possibility of receiving money as
reimbursement from the Federal government. He felt if there was a shortfall, the summer
rates could be extended. Nelson was in support and felt more consumption may take
place with the lower rates. Wein said that the fiscal note was over a million dollars and
gave concerns especially with the bond covenant. Mosher was in support and stated that
he wanted to help citizens but also noted the city had limited resources.
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Xll. NEW BUSINESS:

Leach gave detail of the possibility of being reimbursed by the Federal government.

A motion was made by Knox that this ordinance be APPROVED on SECOND AND
FINAL READING. The motion PASSED by the following vote.

Yes: 6 - Christianson, Eisenbeisz, Knox, Paxton, Mosher, and Nelson

No: 1- Wein

New Business First Reading

| ORD 20-12

J ORD 20-13

K ORD 20-14

Making supplemental appropriations for Fiscal Year 2020 (Office of Inspector
General Anti-Kickback Liability Settlement)

Chief Finance and Administrative Officer Jay Sweeney gave an example of the funding
and advance payment process. He told of where and to who the funds would be
transferred and/or paid to and from. He stated without the tobacco tax funds the General
Fund would have to pay the escrow which would create a shortfall. Municipal Attorney
Brian Hanson stated he felt the tax was legal as it was collected and paid for the debt that
was related to the hospital. He relayed that during the APA process, it was looked at and
considered extensively.

Nelson wondered if it was legal to keep collecting the tax and what would be the
ramifications of this ordinance not passing. Wein was not in support but stated that he
knew that the money was owed. He gave details of costs for selling the hospital.

A motion was made by Christianson that this ordinance be APPROVED ON FIRST
READING. The motion PASSED by the following vote.

Yes: 5 - Christianson, Eisenbeisz, Knox, Paxton, and Mosher

No: 2- Wein, and Nelson

Amending Title 4 "Revenue and Finance" of the Sitka General code by
adding Chapter 4.10 "Alaska Remote Seller Sales Tax"

Wein wondered the cost as a percentage and how the charges would be administered.
He had concerns with the fiscal note. Paxton stated that AML was involved and it had
been vetted thoroughly. Christianson was in support, felt that passing it was a gain, but
that if the city did not participate we would lose what was already gained. Mosher agreed,
was in support, and stated it leveled the playing field for online versus local businesses.
Nelson felt that the cost was unknown and some remittance was being done voluntarily.

Chief Finance and Administrative Officer Jay Sweeney told of the costs to implementing.

A motion was made by Christianson that this ordinance be APPROVED ON FIRST
READING. The motion PASSED by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

An Emergency Ordinance of the City and Borough of Sitka requiring all people arriving in
Sitka, without exception unless determined a critical healthcare worker, to
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self-quarantine for 14 days before working for critical workforce infrastructure businesses
and requiring such businesses to submit a protection plan to the City and Borough of
Sitka that must be approved by the Municipal Administrator (possible executive session)

Public Comment:

Harriet Beleal gave recommendations concerning the seasonal workers who would be
coming to Sitka. Jim DiGennaro told of concerns of allowing seasonal workers to come to
Sitka. Steve Ramp was in support, told of concerns for those coming to Sitka, and
recommended amendments to the ordinance. Theresa Weiser told of concerns with the
enforcement of and that the ordinance did not specifically address those coming to Sitka
through the harbor system. Chris Jones stated hopefully Silver Bay Seafoods plan would
be looked at carefully with regards to the importing of workers. Bob Medinger noted the
need to curtail the influx of seasonal workers.

Rachel Roy, Executive Director of the Greater Sitka Chamber of Commerce and Visit
Sitka asked the Assembly to consider how to get the businesses through this time. She
noted the need to talk about ways to restart the economy and stated that one plan did not
fit all businesses. Cora Campbell, President/CEO of Silver Bay Seafoods stated the
commitment to working with the community for the salmon processing season. She noted
that workers would be screened, isolated with a closed campus for the plant and housing
that included medical services. Leauri Moore, VP, HR, and Administration with North
Pacific Seafoods (NPSI) noted the challenges, vitality, and safety measures NPSI was
taking with regards to COVID-19.

Phillip Younger of Talon Lodge gave recommendations to reduce the days to 15 or 30
rather than 60. Tom Ohause President, Southeast Alaska Guides Organization (SEAGO)
stated they represented the interests of lodges and charter businesses throughout
Southeast Alaska. He supported the intent of the ordinance but asked to change the
extension to 30 days instead of 61 and reevaluate to extend the 14-day quarantine. Seth
Bone requested amendments to the ordinance to include a 30-day expiration date
instead of 61 days and reenact if need be. Greg Kain a charter fishing business operator
understood the concern, uncertainty with COVID-19, and requested a 30-day extension
and reevaluate at that time rather than extend to 61 days. Ashley and Kevin McNamee
asked the extension of the quarantine to 30 days instead of 61 and determine an
appropriate extension then. Michelle Trim an employee of a charter business felt it was a
better option to do a 2 to 3 week increment and reevaluate. She stated the concern for
the impact of 61 days. Bruce Gipple owner of Horizon West Charters felt that a 30-day
extension with the possibility of another 30 made more sense and still protected the
citizens of Sitka without impacting the economy.

Assembly Discussion:

Municipal Administrator John Leach felt there was a lot of confusion with the emergency
ordinance. He clarified that action plans from businesses and seafood processing plants
were not being given to the city and were not obtainable from the state. He stated this
ordinance was for the city to collect action plans by businesses that addressed all
seasonal workers arriving to Sitka.

Dr. Bruhl noted the reality of the susceptibility of the virus stating it was much more
communicable than other influenzas and those diagnosed had a higher mortality rate. He
felt the state mandates have helped to keep Sitka safe as well as the isolation. He hoped
those businesses that participate in activities that bring people to Sitka would recognize
the importance of this ordinance. He stated SEARHC's motivation was the commitment to
all the people in all of their communities. They provided recommendations on those
commitments. He relayed the concept of flattening the
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L ORD 20-15

curve as it related to the number of cases through time. He noted a sudden spike would
overwhelm health care systems. He stated that by limiting those coming into Sitka, it
would lessen that curve. He stated testing resources continued to increase and felt an
immunization was over a year away.

Paxton was in support and felt the processors would try to comply. Christianson was in
support and noted the time frame. He was fine with tying it to the quarantine order the
state had. He noted the need of the 14-day quarantine and stated this could help
businesses open up sooner. Wein shared information and a personal story on confirmed
cases and deaths. He was in support of the ordinance as written and noted that it
represented a standard and was important. Nelson felt there was a shelter in place and
self-quarantine, felt this was an overstep of bounds and was not in support. Mosher was
in support of changing the ordinance to 30-days and noted the need to have a balanced
approach. He stated his concern for the time frame of flattening the curve. He wondered
how to protect the vulnerable while allowing for the economy. Eisenbeisz had concerns
that the ordinance targeted toward one sector. Knox noted the impacts that had been
taking place globally and shared his concerns of Sitka taking the same route. He said by
bringing people in from all over and having them in close housing proximity situations,
there could be serious health consequences. He stated that he would like to bring people
to town and protect the community. He noted there were lots of ways that COVID-19
couldn't be controlled and the community spread aspect of it along with an inability to fully
isolate if there were a flare up.

Municipal Attorney Brian Hanson noted ordinance sponsors and when preparing it he
wondered if it created authority over the state mandates as they were conflicting and the
state mandates supersedes municipal ordinances.

Christianson thought that when the state health mandate 10 was removed, this ordinance
would go away.

A motion was made by Mosher to amend the ordinance at line 210 to change the
expiration date to add after "shall expire"”, "when the State of Alaska COVID-19
Health Mandate 10 is rescinded or". The amendment PASSED by the following
vote.

Yes: 7 - Christianson, Wein, Eisenbeisz, Nelson, Knox, Mosher, Paxton

A motion was made by Christianson that this emergency ordinance be APPROVED
on FIRST READING AS AMENDED. The motion PASSED by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

An Emergency Ordinance of the City and Borough of Sitka extending the real
property tax assessment appeal deadline for tax year 2020 from April 15 until
June 15

Nelson was trying to find ways to help citizens and noted the closure of City Hall. She
stated the appeals would need to be heard prior to certifying. Christianson was in support
and felt it was difficult to get tasks done. Knox wondered if there was risk for state statute
or timelines. Wein was in support of the extension and felt it could be an issue depending
on the circumstance.

Assessor Larry Reeder stated he had checked with the State Assessor and with the June
15 deadline there would still be time for the July 1 mandatory certification date and
although tight, he felt it was workable.

CITY AND BOROUGH OF SITKA

Page 6



City and Borough Assembly Minutes - Draft April 14, 2020

M ORD 20-16

A motion was made by Mosher that this emergency ordinance be APPROVED on
FIRST READING. The motion PASSED by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

An Emergency Ordinance of the City and Borough of Sitka extending the
sales tax filing and remittance deadlines for first quarter 2020 from April 30
until June 30 and waiving any penalties and interest during the extension

Max Rule, President of Hames Corporation voiced support. John Feryok did not feel that
this would benefit and felt that it could create additional work for city employees and
would disrupt cash flow.

Nelson stated with the timing of the pandemic, this was help for small businesses.
Mosher was not in support and felt if the money was delayed, it may be more difficult if
businesses used the funds they were to remit and would be further behind. Knox told of
concerns with code and how the money was accounted for and remitted to the city. He
felt it was a contract between the customer, retailer, and the city. He had concerns of the
extra work it may create for staff.

A motion was made by Christianson that this emergency ordinance be APPROVED
on FIRST READING. The motion FAILED by the following vote.

Yes: 2 - Christianson, and Nelson

No: 5- Eisenbeisz, Knox, Wein, Paxton, and Mosher

Additional New Business Items

N RES 20-08

o RES 20-07

Extending the order for people in the City and Borough of Sitka to hunker
down related to COVID-19

Bruce Gripple owner of Horizon West Charters felt that a 30-day extension with the
possibility of another 30-day extension made more sense and still protected the citizens
of Sitka without impacting the community.

Knox stated the reason for this resolution was to make sure it was clear to the citizens.
He said it could change and be dialed back. He felt it needed to be reinforced and had
concerns with a surge or spike in cases. Nelson was not in support and felt the state had
mandates in place. Mosher was in support in the spirit of unity but didn't feel it was
needed, as the state had the mandate. He felt that a plan needed to be thought about on
how to mitigate long-term because it wasn't sustainable. Christianson was in support and
felt it was important to show the city was in agreement with the state.

A motion was made by Knox that this resolution be APPROVED on FIRST AND
FINAL READING. The motion PASSED by the following vote.

Yes: 6 - Christianson, Eisenbeisz, Knox, Wein, Paxton, and Mosher

No: 1- Nelson

Authorizing the Municipal Administrator to apply for and execute a grant with
the Economic Development Administration (EDA) for up to $3,000,000 to
support the Critical Secondary Water Source Project and the Northern
Southeast Regional Aquaculture Association
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P 20-088

Q 20-091

Scott Wagner General Manger of NSRAA was in support and looked forward to
partnering with the city on this project.

Wein wondered if the city could get the entire amount of the grant rather than partnering
as he felt the city was in greater need of funding.

Municipal Administrator Leach confirmed with this proposal the city would be receiving a
third of the grant, but that by working with NSRAA it allowed for a higher score which
meant a better chance of obtaining the grant. Public Works Michael Harmon stated this
was a 50/50 grant and that NSRAA would need to contribute.

A motion was made by Christianson that this resolution be APPROVED on FIRST
AND FINAL READING. The motion PASSED by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Approve hire offer for Scott Elder as Utility Director

Nelson stated department heads made more money than the Administrator. She had
reservations on moving expenses and the increase in wage. Eisenbeisz wondered if it
was typical to receive a two month's severance package within 5 years of hire. He felt the
city was investing a significant amount. Christianson noted the shortage in the sector and
felt the benefits helped make the hire. Paxton stated that rebuilding the Electric
Department was important. Knox noted the leadership role importance in order to build
up the department and invest for the long-term. Wein felt he was experienced and
noticed the severance package went out five years without stipulation. Mosher was in
support, thanked those involved with the hiring, and Jeff Wheeler for filling in.

Municipal Administrator John Leach felt that the severance package was important
because by the applicant taking the position, it was a risk and big expense. Leach told of
stipulations with the moving allowance having to be repaid per the Personnel Policy.
Interim Utility Director Jeff Wheeler told of involvement of the interview process and felt
that the applicant had a strong background in hydro electric energy. Municipal Attorney
Brian Hanson gave the terms of the severance and stated that for cause termination
would not include severance.

A motion was made by Christianson to approve the hire offer for Utility Director
Scott Elder as recommended by the Municipal Administrator. The motion PASSED
by the following vote.

Yes: 7 - Christianson, Eisenbeisz, Knox, Wein, Paxton, Mosher, and Nelson

Discussion / Direction on No Name Mountain and Granite Creek Master Plan

Special Projects Manager Scott Brylinsky reminded that the city was involved with a land
use master planning project of 830 acre parcel bound by No Name Mountain on the north
and Granite Creek area on the south. He told there was a contract with a consultant that
should have come to town but the meetings were cancelled due to the COVID-19
pandemic and travel restrictions. The Planning Commission on April 2 recommended
using an interactive website in lieu of the public meetings. He was looking for direction
from the Assembly to move forward with the project and recommendation on how.
Eisenbeisz was in support of moving forward with the project and the recommendation of
the interactive website. Christianson agreed and felt this process could create more
public comment. Mosher and Paxton agreed. Wein told of the process to date. He stated
the need to have public input and the need for the
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consultants to view the property. Consensus was to continue the project with the
Planning Commission recommendation of the interactive website in lieu of public
meetings.

R 20-089 Discussion / Direction on options available to reduce the economic impacts
on citizens / businesses related to the COVID-19 pandemic

Christianson stated he would cosponsor any idea for discussion. Nelson was hoping to
have information from finance available for economic development funds. She was
looking for ways to help small businesses. Paxton thought to hold a work session and
wondered what funding would be provided to local governments.

S 20-093 Discussion on rescheduling the April 21 evaluations of the Municipal
Administrator and Municipal Attorney

Knox felt like the bandwidth was taxed and didn't think the evaluations would be fair and
just. He would like to postpone them until they could be held in person. Paxton and
Christianson felt possibly late summer. Wein wondered if there were any contract timing
to be attuned to. Eisenbeisz felt it was important to do the evaluations in person.
Municipal Administrator John Leach stated he would appreciate some performance
guidelines and felt the evaluation was best done in person. Municipal Attorney Brian
Hanson stated he was in hold over status and was under contract although it expired
September 2019.

Consensus was to reschedule the evaluations of the Municipal Administrator and
Municipal Attorney when they could be done in person.

Xlll. PERSONS TO BE HEARD:

Nelson informed the State of Alaska had agreed to allow to-go wine and beer.

XIV. EXECUTIVE SESSION

None.

XV. ADJOURNMENT

A motion was made by Christianson to ADJOURN. Hearing no objections, the
meeting ADJOURNED at 9:46 p.m.

ATTEST:

Melissa Henshaw, CMC
Deputy Clerk
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Step 1

I MOVE TO rescind the motion that failed at the April 14 Assembly meeting
to reappoint Anne Pollnow to a three-year term on the Historic Preservation
Commission in the category of At-Large.

Note:
¢ |n accordance with SGC 2.04.100 Vote Required, it will require five
affirmative votes to adopt the motion to rescind.

¢ |f the motion to rescind passes, the motion is adopted, and the
Assembly has rescinded its action taken at the April 14 meeting.

¢ |f the motion to rescind fails, the Assembly may not revisit this item.
Step 2
If the motion to rescind passes, the following motion is in order:

I MOVE TO reappoint Anne Pollnow to a three-year term on the Historic
Preservation Commission in the category of At-Large.



Application for Appointment to Boards, Committees, and Commissions
City and Borough of Sitka

Board/Commission/Committee: Sitka Historic Preservation Commission

Name: __Anne E. Pollnow Daytime Phone:__
Address:— Evening Phone: same
Email Address:— Fax Number:

Length of Residence in Sitka: 21yrs Registered to vote in Sitka? _ X Yes No

Employer:_Owner of cultural resource management consulting firm, Sea Level Consulting, LLC

Organizations you belong to or participate in:
| am currently a member of: Sitka Historical Society, Alaska Historical Society, American Anthropological Association, Society for American
Archaeology, American Cultural Resources Association (registered professional), Sheldon Jackson Museum, and the Gastineau Channel
Historical Society. | am also Alaska representative for the National Trust for Historic Preservation's Advisory Council.

Explain your main reason for applying:
| am applying for a seat on this commission to continue assisting the community and municipal government in further developing and
carrying out a historic preservation program. As historic preservation provides tremendous economic and social benefits to communities,
using my professional knowledge of the subject, | wish to grow these assets for Sitka while promoting our shared heritage.

What background, experience or credentials will you bring to the board, commission, or committee membership?
| have over 25 years of professional and academic experience in the field of cultural resource management and have been in business as a
resource professional for the last 11 years. | work closely with a variety of state and federal agencies, as well as private firms and have a
keen understanding of city codes and state and federal regulations governing historic properties and cultural resources. This regulatory
knowledge is a duty of commission members per the Certified Local Gov't program of which Sitka qualifies and partakes.

Please disclose any potential conflicts of interest that may arise from your appointment. These may include but are

not limited to:
e A substantial financial interest of $1000 annually that could be influenced by your appointment.
e Animmediate family member employed within the scope of this appointment.

As a professional in the field, at times, state and federal projects come before the commission for review for which | have been involved.
In the past and as | will continue to do, | recuse myself.

Please attach a letter of interest, outline, or resume which includes your education, work, and volunteer experience
that will enhance your membership.

(To be considered, your application must be complete AND be accompanied by one of the above supporting documents.)

Date:_March 30, 2020 Signature:

Your complete application and resume should be returned to the Municipal Clerk’s Office by noon on the
Wednesday prior to an advertised Assembly meeting.

Please note: all information submitted will be made public and published online. Appointments are normally made
during open session of an Assembly meeting, however, Assembly members may vote to discuss applicant(s) in
closed executive session. In this case, do you wish to be present when your application is discussed? _X_Yes No

Return to:
Melissa Henshaw, Deputy Clerk/Records Specialist, 100 Lincoln Street
Fax: 907-747-7403  Email: melissa.henshaw@cityofsitka.org



Resume

ANNE ELISE POLLNOW, M.A., CULTURAL RESOURCES SPECIALIST

Ms. Pollnow is the sole owner of Sea Level Consulting, LLC (SLC), a cultural resource firm based in Sitka, Alaska since 2008.
SLC provides services required for the identification, evaluation, and treatment of cultural resources as needed for compliance
with federal, state, and local regulations including the National Environmental Policy Act and the National Historic Preservation Act.
SLC specializes in Southeast Alaska history and archaeology and the unique governing laws and regulations.  Services include
archaeological and historic surveys, anthropological studies, determination of eligibility and affect reports, cultural resource plans and
agreements, monitoring, recovery excavation, and consultation with local tribes. SLC has also assisted and led Alaska communities through
the processes of preservation planning, establishing historic districts, and developing heritage tourism industry strategies. All work complies
with the Secretary of Interior's Standards and Guidelines and protocols set forth by the Alaska Office of History and  Archaeology.
Sea Level is a Disadvantaged Business Enterprise under certification number 9900594.

BIO

Ms. Pollnow's work includes the discovery and recordation of prehistoric sites as early as 8000 years ago, documenting Gold Rush era mining
districts, World War Il historic survey, and anthropological investigations. Prior to her 20 years Alaska, Ms. Pollnow lived and worked in
Washington State studying and practicing archaeology in Washington and Oregon with the privilege to work under renowned lithic analysts. Ms.
Pollnow's education and work experience have built a credible knowledge base and great appreciation for Pacific Northwest Coast Archaeology.

I s CTED PROJECT EXPERIENCE

EXPERIENCE L ) Cultural Resources Inventory, Archaeological Investigations and NEPA Compliance Reporting
— Local, state, and federal historic preservation for Improvements to the El Capitan to Neck Lake Roads Project (including the Bay of Whale Passage,
laws North Prince of Wales Island, AK. Ms. Pollnow contracted as an associate archaeologist

— Environmental Policy Act (NEPA), National
Historic Preservation Act
(NHPA),Department of Transportation 4f,
Alaska Historic Preservation Act, & local
ordinances

— Determination of eligibility (DOE) reports

— Archaeological and historic field surveys and

with LEI Engineering and Surveying, LLC., to serve as principal investigator and project manager
overseeing a professional crew of eight.  Duties involved establishing remote laboratory site and
conducting archaeological investigation of 20 miles of road with a 150 ft. APE on each side of the road.
Challenges encountered included the discovery of human remains, which were ftreated in
accordance with NAGPRA and Alaska OHA protocols. Nine new archaeological sites were
uncovered and included obsidian microblades, photo-historic beads, an incredible diversity of shell
midden, and features relating to habitation.  Artifacts were initially processed in the field and

_ g\n{ggtiavt:eopnsitigation efforts subsequently at a laboratory at Washington State University.  There, they were analyzed,
— Conservation/preservation easement photographed, cataloged and prepped for radiocarbon dating.  Ms. Pollnow and crew chief, Dr.

agreements Cara  Monroe solely compiled the final report ~ which included ArcGIS mapping and
—  Preservation and cultural resource recommendations of National Register eligibility and mitigations to effects.

management plans

— Anthropological studies and historic context Nevada Creek/Alaska Treasure Mine Historic District, Douglas Island, Juneau, AK. SLC

subcontracted to  Waterman Mitigation Partners  to  perform archaeological and

MEl\r/IeE‘%)EE%HIPS historic investigations and document the Nevada Creek/Alaska Treasure Mine Historic District.
Alaska Anthropological Associafi The mine district consists of 445-acre site littered with relics and geographic features relating to
= AIEELEL AN pallUlg]ee] estulEE TN Alaska’s Gold Rush era.  District encompasses three adit locations varying in elevation and a base

-- Alaska Association for Historic Preservation
-- American American Anthropological
Association

-- Society for American Archaeology

camp. Historic features recorded include a 15-stamp mill and workings, historic steam boilers
and generators, hydraulic structures, miscellaneous scattered artifacts. ~ Report comprised extensive
archival research pertaining to historic figures and events of the Gold Rush era. This historic mine is
located 2.5 miles south of the famous Treadwell Mine on the southwest side of Douglas Island.

EDUCATION The project was in association with environmental mitigation for a tailings facility project for the
- M.A., Cultural Resource Management, Adams Green Creek Mine on  Admiralty Island. The project resulted in environmental rehabilitation
State University, Alamosa, CO, 2020 and the historic mine's placement under into a conservation easement with the Alaska
- G.C. Landscape Archaeology/Ancient History; Association for  Historic Preservation.

LgC:Stf\L%?Qﬁigy/k\?é%ﬁg{ogynrgr!agisuzr?;szs WWII Searchlights and Base End Stations of Sitka Sound, Sitka, AK. SLC contracted with the Sitka Tribe of

: arad Alaska to develop a WWII publication for the general public. The publication required broad research
lefrscwggé?ggisggﬁilé{](;vg&s]l(t)m’1\?Vgaihington State of the Sitka Naval Air Station and U.S. Army Coastal Defenses fortifications throughout Sitka Sound
University, 1994 and required survey of associated features on remote islands of the sounds. Project investigated
MISSION the detailed history of WWII in general, Alaska's role, and the individuals that served at Sitka, such
SLC recognizes the value of preserving the past S Alaska Natives. This project was per a MOA with the U.S. Army Corps of Engineers and the Sitka Tribe
without compromising the economic opportunities o cultural resource mitigation during Department of Defense initiated environmental clean-up of WWII sites.

of today. Through a variety of methods, we assists PERSONAL COMMITTMENT

governmental agencies, developers, property Ms. Pol . ted t - i I fit i d
owners, nonprofit organizations, and tribal entities s. Folnow IS commitle 0 assisling ~communities, smalfl nonprotit —corporations, ~ an
to achieve preservation and envionmental native organizations with their prgseryatlon goalsl, often in a volunteer qapaqty. She hg_s \_Nntten,
compliance goals with sensitivity and efficiency. been awarded, and managed historic preservation fund grants to assist in the rehabilitation of
SLC's diverse and extensive historic preservation historic buildings and preservation planning including the 100-year-old Alaska Native Brotherhood Camp
experience inspires creative and sustainable #1 Halland the Lincoln Street Historic District in Sitka. ~ Beginning in 2007, Ms. Pollnow served
solutions for all stakeholders. on the City and Borough of Sitka's Historic Preservation Commission, two years as Chair. During her
tenure, Anne initiated public meetings and negotiations with property owners to successfully
secure voluntary preservation deed restrictions for the Landmark Sheldon Jackson Campus.
Currently, as President of the Alaska Association for Historic Preservation (AAHP), Anne leads the
Association’s programming which includes the Ten Most Endangered Historic Properties Grant
Program and the Preservaton Easement Program now holdng and managing four
preservation conservation easements.

CONTACT




HISTORIC PRESERVATION COMMISSION

TERM
NAME CONTACT NUMBERS STARTS | EXPIRES | CATEGORY
ROBERTA LITTLEFIELD | 738-4004 c 7/13/10 | 01/27/12 | Chair
4102 Halibut Point Road | 747-3444 h 4/24/12 | 4/24/15 Native
robylittlefield@gci.net 5/27/15 | 5/27/18 community
6/26/18 | 6/26/21
ANNE POLLNOW 738-0794 4/28/15 | 4/22/117 Vice Chair
PO Box 6326 anne@sealevelsitka.com 4/25/17 | 4/25/20 At large
JAMES POULSON 747-3219 w 2/22/11 | 2/22/14 Secretary
1610 Sawmill Creek Rd 747-6567 h 2/25/14 | 2/25/17 Historical
james.poulson1@gmail.com 9/8/18 Society
8/30/21
ANA DITTMAR 623-7537 4/10/12 | 4/10/15 At large
217 Marine Street Unit B | anadittmar1@hotmail.com 5/27/15 | 5/27/18
6/12/18 | 6/12/21
SCOTT SALINE 738-7889 c 4/26/16 | 4/26/19 At large
PO Box 3183 shsaline@gci.net 5/14/22
CANDACE RUTLEDGE 738-2207 8/13/19 | 2/28/20 At large
1304 Edgecumbe Drive B | candacemrutledge@gmail.com Sopow’s term
ROBERT SAM 623-7097 2/24/15 | 2/24/18 STA
456 Katlian Street bob.sam@sitkatribe-nsn.gov 2127118 | 2/27/21
Amy Ainslie 747-1814 Staff Liaison/
Planner | amy.ainslie@cityofsitka.org Secretary
Kevin Mosher 752-0467 Assembly
100 Lincoln Street assemblymosher@cityofsitka.org Liaison

7 members from selected categories 3-year terms

Sitka Historical Society (1), Native Community (2) - one representing Sitka Tribe of Alaska), At-Large (4)
Established by Ordinance 92-1075, Amended by Ordinance 93-1150, Addition by Ordinance 97-1409
Second Wednesday, 6:00 p.m. — Harrigan Centennial Hall, 330 Harbor Drive

Revised: October 9, 2019
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POSSIBLE MOTION

| MOVE TO approve Ordinance 2020-12 on second
and final reading making supplemental
appropriations for Fiscal Year 2020
(Office of Inspector General Anti-Kickback Liability
Settlement).
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CITY AND BOROUGH OF SITKA

ORDINANCE NO. 2020-12
AN ORDINANCE OF THE CITY AND BOROUGH OF SITKA MAKING SUPPLEMENTAL
APPROPRIATIONS FOR FISCAL YEAR 2020
(Office of Inspector General Anti-Kickback Liability Settlement)

BE IT ENACTED by the Assembly of the City and Borough of Sitka, Alaska as follows:

1. CLASSIFICATION. This ordinance is not of a permanent nature and is not intended to be a part
of the Sitka General Code of the City and Borough of Sitka, Alaska.

2. SEVERABILITY. If any provision of this ordinance or any application thereof to any person or
circumstance is held invalid, the remainder of this ordinance and application thereof to any person and
circumstances shall not be affected thereby.

3. PURPOSE. The purpose of this ordinance is to make a supplemental operating appropriation in
FY2020 to settle an Office of Inspector General (OIG) Stark Anti-kickback liability stemming from
operations of the former Sitka Community Hospital, and, to authorize the advance of funds from the
General Fund City Funded Escrow Account to the Sitka Community Hospital Fund to make the associated
payment.

4. ENACTMENT. In accordance with Section 11.10(a) of the Charter of the City and Borough of
Sitka, Alaska, the Assembly hereby makes the following supplemental appropriation for the budget period
beginning July 1, 2019 and ending June 30, 2020.

FISCAL YEAR 2020 EXPENDITURE BUDGETS

SPECIAL REVENUE FUND

Fund 190 — Sitka Community Hospital Dedicated Fund — Operations: Increase appropriations in the
amount of $4,125,552 to settle an OIG Stark Anti-kickback liability stemming from operations of the
former Sitka Community Hospital.

ettle the liability, an advance of funds in the amount of $4,125,552 from the General Fund City

’ln conjunction with increasing appropriations in the Sitka Community Hospital Dedicated Fund to
S
Funded Escrow Account to the Sitka Community Hospital Dedicated Fund is also approved.

EXPLANATION

The General Fund will advance $4,125,552 to Fund 190, the Sitka Community Hospital Dedicated
Fund, to settle an OIG Stark Anti-kickback liability.

The OIG Stark Anti-kickback liability was recorded in a prior fiscal year in the financial records of
the former Sitka Community Hospital component unit and, upon sale of Sitka Community Hospital
to the Southeast Alaska Regional Health Consortium (SEARHC), the liability passed to the City and
Borough of Sitka (CBS) and was recorded in Fund 190, the Sitka Community Hospital Dedicated
Fund. In conjunction with the Asset Purchase Agreement entered into between the CBA and
SEARHC relative to the sale, the CBS agreed to place funds into a City Funded Escrow Account with
the General Fund to be used to settle future liabilities, including the OIG Stark Anti-kickback
liability. The OIG has now proposed settlement terms to the Municipality.

The funds being advanced from the General Fund to Fund 190 will be repaid to the General Fund
using any funds remaining after the final wind-down of former Sitka Community Hospital business
activities, tobacco tax proceeds, and once released from escrow, proceeds from the sale of Sitka
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Ordinance 2020-12
Page 2 of 2

Community Hospital (which are being deposited, per terms of the Asset Purchase Agreement, into a
separate Purchase Price Escrow Account).

Total supplemental appropriations to date for the General Fund in FY2020 totals $960,085.
Increases of operating budgets in the amount of $571,924.23, to comply with Charter provisions
pertaining to non-lapsing of encumbered funds at the end of a fiscal year (“Year-end soft close”), are
not included in this amount.

5. EFFECTIVE DATE. This ordinance shall become effective on the day after the date of its
passage.

PASSED, APPROVED, AND ADOPTED by the Assembly of the City and Borough of Sitka,
Alaska this 14" Day of April, 2020.

ATTEST: Gary L. Paxton, Mayor

Sara Peterson, MMC
Municipal Clerk

1% reading 4/14/2020
2" and final reading 4/28/2020

Sponsor: Administrator
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POSSIBLE MOTION

| MOVE TO approve Ordinance 2020-13 on second
and final reading amending Title 4 "Revenue and
Finance" of the Sitka General code by adding
Chapter 4.10 "Alaska Remote Seller Sales Tax".



City and Borough of Sitka

100 Lincoln Street e Sitka, Alaska 99835

MEMORANDUM
To: Mayor Paxton and Assembly Members
Thru: John Leach, Municipal Administrator
From: Jay Sweeney, Chief Financial and Administrative Officer
Date: April 3, 2020
Subject: Amendment of Title 4 of the Sitka General Code to Provide for Sales

Taxation of Sales made in Sitka By Remote Sellers

Background

This ordinance is in conjunction with a Resolution, approved by the Assembly in
December 2019, to enter into a voluntary Intergovernmental Agreement with other
Municipalities in Alaska for remote seller (e-commerce) sales taxation.

(1)

(2)

(3)

Attached to this Memorandum is a FAQ document prepared by the Alaska
Municipal League in June 2019, which provides excellent background.

The genesis of the current effort to collect sales taxes from e-commerce
merchants stems from a United States Supreme Court decision in South Dakota
vs. Wayfair. In that case, the Supreme Court ruled that States could pass
legislation requiring sales taxes to be collected and remitted on e-commerce, so
long as the leqislation did not present an undue burden to interstate commerce.
A reasonable burden was determined to be a centralized agency within each
State for sales tax reporting and remittance, and, uniform definitions within each
governing aspects of e-commerce.

Alaska is unique among the 50 States in that it is the only State to not have a
Statewide sales tax yet allows Municipalities to have local sales taxes. As a
result, Alaska Municipalities have widely dissimilar sales tax codes, with no two
the same. Legal counsel retained by the Alaska Municipal League opined that
Alaska’s patchwork system of different municipal codes does present an undue
burden to internet commerce and, as a result, individual Municipalities would
likely not prevail if they attempted to compel e-commerce merchants (“remote
sellers”) to collect and remit sales taxes. The legal counsel did advise, however,



that if Municipalities organized an intergovernmental agency to serve as a single
collection and reporting point for e-commerce sales taxation, that it would not
present an undue burden.

(4) Based on advice from its Legal Counsel, the Alaska Municipal League
spearheaded an initiative to assist Municipalities in developing and forming an
intergovernmental agency to serve as a single collection and reporting point for
e-commerce sales taxation. That effort culminated with the ceremonial signing of
participation conferences by the initial adopting Municipalities at the Alaska
Municipal League Winter Conference in Anchorage, in November 2019. Major
entities who were initial adoptees of the agreement include; the City and Borough
of Juneau, Ketchikan Gateway Borough, Kenai Peninsula Borough, Kodiak City
and City and Borough of Wrangell.

(5) For City and Borough of Sitka, Alaska (“CBS”) to become an active participant in
the intergovernmental agreement and to begin receiving sales tax remittances,
the Assembly would need to pass an Ordinance to accompany its initial
Resolution to join the Alaska Remote Seller Sales Tax Commission (“ARSSTC”).
The Assembly passed Resolution 2019-27 on December 3, 2019 (attached),
which documented the Municipality’s intent to join the ARSSTC, and, committed
the Municipality to passing an accompanying ordinance modifying its SGC to
allow for sales taxation of remote sellers, and, adoption of uniform definitions as
they apply to remote sellers and e-commerce.

Analysis

(1) Sitka’s ability to continue to collect sales tax on internet-based sales now rests
on whether or not the CBS Assembly decides to pass the attached ordinance
modifying Title 4 of the Sitka General Code (“SGC”) to allow for sales taxation of
remote sellers, and, adoption of uniform definitions as they apply to remote
sellers and e-commerce.

(2) If the Assembly approves entering into the Agreement, the entity formed through
the Agreement shall serve as the single Statewide reporting and collection point
for all e-commerce sales in Alaska. Sitka would stand to collect additional sales
tax revenue above the amount currently being voluntarily remitted. If, however,
the Assembly does not approve entering into the Agreement, Sitka stands to
potentially lose the roughly $300,000 a year in voluntary sales tax remittances
from e-commerce merchants.

(3) Sitka could lose voluntary sales tax remittances from remote sellers it is now
receiving, because those sellers (that are voluntary remitting to Sitka) would have
a legitimate argument that remitting directly to Sitka constitutes an undue burden
on interstate commerce. As the ARSSTC represents the mechanism for reporting
and remitting sales tax collections in Alaska. To enforce the existing voluntary
remittances, should remote sellers choose to cease making them, Sitka would



need to litigate. Such litigation would be very expensive, time consuming, and
would likely be unsuccessful.

(4) The ARSSTC has advised, that Sitka is not legally or contractually bound by
passage of Resolution 2019-27 to complete passage of the accompanying
ordinance modifying SGC to allow for sales taxation of remote sellers, and,
adoption of uniform definitions as they apply to remote sellers and e-commerce.
Were the Assembly to decide that it is not in the best interest of Sitka to adopt
the Ordinance at this time, Sitka could withdraw from the Commission by
Passage of a Resolution to do so.

(5) There is a primary “pro” and “con” to passage of the ordinance, and, both need to
be identified and considered.

a.

Fiscal Note

The “pro” to passage of the ordinance is that it “levels the playing field” for
local brick and mortar merchants trying to compete with e-commerce.
Remote sellers have a 5%/6% immediate, built-in price advantage
because they don’t have to charge sales tax. This means that local
merchants, who already have much larger overhead costs due to their
physical store presence, must reduce selling prices to be price
competitive. In many cases, local merchant profit margins are so slim
already that lowering their selling price by 5%/6% means selling at a loss.
The “con” to passage of the ordinance is that costs to Sitka residents for
items purchased from remote sellers will increase by 5%/6% (for those
remote sellers not already voluntarily remitting). For Sitkans already
dealing with high costs of living and now faced with unemployment due to
the covid-19 pandemic, the ability to reduce household expenses by any
means is essential and purchasing from remote sellers is an effective way
to do so.

(1) The exact financial impact of either fully participating in the ARSSTC, or, in
withdrawing from it, can only be estimated. This is because such estimates
depend, in turn, on either an estimate of potentially taxable sales by remote
sellers in Sitka, or, assumptions as to whether or not remote sellers will continue
to voluntarily collect and remit sales taxes to Sitka.

(2) The Finance Department estimates that the Municipality stands to gain an
additional $200,000 in annual sales tax revenues if the ordinance is passed and
Sitka becomes a fully active participant in the ARSSTC. This is provided,
however, that Sitka’s economy fully recovers from the economic impacts of the
covid-19 pandemic.

(3) The Finance Department further estimates that the Municipality potentially stands
to lose $300,000 in annual voluntary sales tax remittances we are already



receiving. Again, this is provided, however, that Sitka’s economy fully recovers
from the economic impacts of the covid-19 pandemic. If the Assembly chooses
not to adopt the ordinance and fully participate in the ASRRTC and remote
sellers do continue to voluntarily collect and remit sales tax, if the economy does
not fully and rapidly recover, overall sales tax remittances will be affected,
including those from remote sellers.

Recommendation

Adopt an ordinance amending Title 4 “Revenue and Finance”, by adding a new Chapter
4.10 “Alaska Remote Seller Sales Tax”, to the SGC to provide for taxation of sales
made by remote sellers in CBS.
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Sponsor: Administrator
CITY AND BOROUGH OF SITKA
ORDINANCE NO. 2020-13

AN ORDINANCE OF THE CITY AND BOROUGH OF SITKA AMENDING TITLE 4
“REVENUE AND FINANCE” OF THE SITKA GENERAL CODE BY ADDING CHAPTER
4.10 “ALASKA REMOTE SELLER SALES TAX”

1. CLASSIFICATION. This ordinance is of a permanent nature and is intended to
become a part of the Sitka General Code.

2. SEVERABILITY. If any provision of this ordinance or any application to any person
or circumstance is held invalid, the remainder of this ordinance and application to any
person or circumstance shall not be affected.

3. PURPOSE.

WHEREAS, the inability to effectively collect sales tax on sales of property, products, or
services transferred or delivered into Alaska is seriously eroding the sales tax base of
communities, causing revenue losses and imminent harm to residents through the loss of critical
funding for local public services and infrastructure; and

WHEREAS, the harm from the loss of revenue is especially serious in Alaska because the State
has no broad-based sales tax or income tax, and sales tax revenues are one of the primary
sources of funding for services provided by local governments; and

WHEREAS, the failure to collect sales tax on remote sales creates market distortions by
creating an unfair tax advantage for businesses that limit their physical presence in the taxing
jurisdictions but still sell goods and services to consumers, which becomes easier and more
prevalent as technology advances; and

WHEREAS, the failure to tax remote sales results in the creation of incentives for businesses to
avoid a physical presence in the state and its respective communities, resulting in fewer jobs
and increasing the share of taxes to those consumers who buy from competitors with a physical
presence in the state and its cities; and

WHEREAS, the structural advantages for remote sellers, including the absence of point-of-sale
tax collection, along with the general growth of online retail, make clear that erosion of the sales
tax base is and has been occurring; and

WHEREAS, remote sellers who make a substantial number of deliveries into or have large
gross revenues from Alaska benefit extensively from the Alaska market, affecting the economy
as well as burdening local infrastructure and services; and

WHEREAS, delivery of goods and services into local municipalities rely on and burden local
transportation systems, emergency and police services, waste disposal, utilities and other
infrastructure and services; and,
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WHEREAS, given modern computing and software options, it is neither unusually difficult nor
burdensome for remote sellers to collect and remit sales taxes associated with sales into Alaska
taxing jurisdictions; and

WHEREAS, due to the recent decision by the United States Supreme Court and the lack of a
state sales tax it is appropriate for the municipalities to collectively amend their sales tax codes
to account for remote sellers who do not have a physical presences either in the State of Alaska
or in a specific taxing jurisdiction, but do have a taxable connection with the State of Alaska or
taxing jurisdiction; and

WHEREAS, this ordinance is not retroactive in its application; and

WHEREAS, this ordinance provides a safe harbor to those who transact limited sales in Alaska;
and

WHEREAS, amending local sales tax codes reflects the 2018 Supreme Courts “Wayfair”
decision to allow for the application of the taxing jurisdiction’s sales tax code requirements to
sellers without a physical presence in the State of Alaska or taxing jurisdiction; and

WHEREAS, the intents is to levy municipal sales tax to the maximum limit of federal and state
constitutional doctrines; and

WHEREAS, the City and Borough of Sitka, Alaska (“CBS”) has entered into a cooperative
agreement with other local governments called the Alaska Intergovernmental Remote Sellers
Sales Tax Agreement (“the Agreement”); and

WHEREAS, the terms of the Agreement require adoption of certain uniform provisions for
collection and remittance of municipal sales tax applicable to sales made by remote sellers
similar to the Streamlined Sales and Use Tax Agreement; and

WHEREAS, the function and powers of the Commission are set froth in the Agreement, a
cooperative agreement between members approved by the CBS under Resolutions No. 2019-
27.

4. ENACTMENT. NOW, THEREFORE, BE IT ENACTED by the Assembly of the City
and Borough of Sitka that the Sitka General Code Title 4, entitled “Revenue and Finance”,
be amended by adding Chapter 4.10, entitled “Alaska Remote Seller Sales Tax”, to read as
follows (deleted language stricken, new language underlined):

Title 4
REVENUE AND FINANCE
Chapters:

4.04 Budgetary Organization

4.05 Marine Passenger Fee Fund

4.06 Proceeds from Raw Water Sale contracts
4.09 Sales Tax

4.10 Alaska Remote Seller Sales Tax
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* % %
Chapter 4.10
ALASKA REMOTE SELLER SALES TAX

Sections:

4.10.010 Interpretation.

4.10.020 Title to collected sales tax.

4.10.030 Imposition — Rate.

4.10.040 Obligation to collect tax - Threshold criteria.

4.10.050 No retroactive application.

4.10.060 Payment and collection.

4.10.070 Remote seller and marketplace facilitator reqgistration requirement.

4.10.080 Tax filing schedule.

4.10.090 Estimated tax.

4.10.100 Returns — Filing contents.
4.10.110 Refunds.

4.10.120 Amended returns.

4.10.130 Extension for time to file tax return.
4.10.140 Audits.

4.10.150 Audit protest.

4.10.160 Penalties and interest for late filing.

4.10.170 Repayment plans.

4.10.180 Remote seller or marketplace facilitator record retention.
4.10.190 Cessation or transfer of business.

4.10.200 Use of information on tax return.

4.10.210 Violations.

4.10.220 Penalties for violations.

4.10.230 Remote Sellers with a physical presence in the taxing jurisdiction.
4.10.240 Remittance of tax—Remote seller held harmless.
4.10.250 Definitions

4.10.260 Supplemental definitions.

* % %

4.10.010 Interpretation.

A. In order to prevent evasion of the sales taxes and to aid in its administration, it is
presumed that all sales and services by a person or entity engaging in business are subject to
the sales tax.

B. The application of the tax levied under this Chapter shall be broadly construed and shall
favor inclusion rather than exclusion.

C. Exemptions from the tax levied under this Chapter or from the taxing jurisdiction shall be
narrowly construed against the claimant and allowed only when such exemption clearly falls
within an exemption defined in this Chapter or the taxing jurisdiction’s Code.
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D. The scope of this Chapter shall apply to remote sellers or marketplace facilitators,
delivering products or services to Member municipalities adopting this Chapter, within the State
of Alaska.

4.10.020 Title to collected sales tax.

Upon collection by the remote seller or marketplace facilitator, title to collected sales tax vests in
the Commission for remittance to the taxing jurisdiction. The remote seller or marketplace
facilitator remits collected sales tax to the Commission on behalf of the taxing jurisdiction, from
whom that power is delegated, in trust for the taxing jurisdiction and is accountable to the
Commission and taxing jurisdiction.

4.10.030 Imposition - Rate.

A. To the fullest extent permitted by law, a sales tax is levied and assessed on all remote
sales where delivery is made within the local taxing jurisdiction(s) that is a Member, within the
state of Alaska.

B. The applicable tax shall be added to the sales price.

C. The tax rate added to the sale price shall be the tax rate for the taxing jurisdiction(s) where
the property or product is sold or service that was rendered is received, and based on the date
the property or product was sold or the date the service rendered was received.

D. An Address and Tax Rate Database will be made available to remote sellers and
marketplace facilitators, indicating the appropriate tax rate to be applied.

E. The tax assessed shall be consistent with relevant jurisdictional tax caps, single unit sales,
and exemptions.

F. When a sale is made on an installment basis, the applicable sales tax shall be collected at
each payment, calculated at the sales tax rate in effect, and with the cap applied, at the time of
the original sale or the date the service is rendered, based on the local jurisdictions’ Code(s).

G. When a sales transaction involves placement of a single order with multiple deliveries
made at different points in time that are separately invoiced, the applicable sales tax shall be
collected on each separately invoiced delivery, calculated at the sales tax rate in effect, and with
the cap applied, at the time of the original sale or the date the service is rendered.

4.10.040 Obligation to collect tax - Threshold criteria.

A. Any remote seller or marketplace facilitator must collect and remit sales tax in compliance
with all applicable procedures and requirements of law, provided the remote seller or
marketplace facilitator has met one of the following Threshold Criteria (“Threshold Criteria”) in
the previous calendar year:

1. The remote seller’s statewide gross sales, including the seller's marketplace
facilitator’s statewide gross sales, from the sale(s) of property, products or services
delivered into the state meets or exceeds one hundred thousand dollars ($100,000): or
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2. The remote seller, including the seller's marketplace facilitator, sold property, products,
or services delivered into the state in two hundred (200) or more separate transactions.

B. For purposes of determining whether the Threshold Criteria are met, remote sellers or
marketplace facilitators shall include all gross sales, from all sales of goods, property, products,
or services rendered within the state of Alaska.

4.10.050 No retroactive application.
The obligations to collect and remit sales tax required by this Chapter are applicable at the
effective date of the ordinance adopting the Alaska Remote Seller Sales Tax Code.

4.10.060 Payment and collection.

Pursuant to this Chapter, taxes imposed shall be due and paid by the buyer to the remote seller
or marketplace facilitator at the time of the sale of property or product or date service is
rendered, or with respect to credit transactions, at the time of collection. It shall be the duty of
each remote seller or marketplace facilitator to collect the taxes from the buyer and to hold
those taxes in trust for the taxing authority of the taxing jurisdiction. Failure by the remote seller
or marketplace facilitator to collect the tax shall not affect the remote seller’s, or marketplace
facilitator’s, responsibility for payment to the Commission.

4.10.070 Remote seller and marketplace facilitator registration requirement.

A. If aremote seller’'s gross statewide sales within the last calendar year meets or exceeds
the Threshold Criteria, the remote seller shall register with the Commission. If a marketplace
facilitator’s gross statewide sales within the last calendar year meets or exceeds the Threshold
Criteria, the marketplace facilitator shall register with the Commission.

B. A remote seller or marketplace facilitator meeting the Threshold Criteria shall apply for a
certificate of sales tax reqgistration within thirty (30) calendar days of the effective date of this
Chapter or within thirty (30) calendar days of meeting the Threshold Criteria, whichever occurs
second. Registration shall be to the Commission on forms prescribed by the Commission.

C. An extension may be applied for and granted based on criteria established by the
Commission, based on evidence produced to describe time necessary to update software or
other technical needs, not to exceed ninety (90) days.

D. Upon receipt of a properly executed application, the Commission shall confirm registration,

stating the legal name of the remote seller or marketplace facilitator, the primary address, and
the primary sales tax contact name and corresponding title. The failure of the Commission to
confirm registration does not relieve the remote seller or marketplace facilitator of its duty to
collect and remit sales tax.

E. Each business entity shall have a sales tax registration under the advertised name.

F. The sales tax certificate is non-assignable and non-transferable.

4.10.080 Tax filing schedule.
A. All remote sellers or marketplace facilitators subject to this Chapter shall file a return on a
form or in a format prescribed by the Commission and shall pay the tax due.
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B. Filing of sales tax returns are due monthly; quarterly filing is optional upon application and
approval by the Commission, consistent with the code of the local jurisdiction.

C. A remote seller or marketplace facilitator who has filed a sales tax return will be presumed
to be making sales in successive periods unless the remote seller or marketplace facilitator files
a return showing a termination or sale of the business in accordance with this Chapter.

D. The completed and executed return, together with the remittance in full for the tax due,
shall be transmitted to and must be received by the Commission on or before midnight Alaska
Standard Time on the due date. Monthly returns are due the last day of the immediate
subsequent month. Quarterly returns are due as follows:

Quarter 1 (January — March) April 30
Quarter 2 (April = June) July 31
Quarter 3 (July — September) October 31

Quarter 4 (October — December) January 31

E. Ifthe last day of the month following the end of the filing period falls on a Saturday,
Sunday, federal holiday, or Alaska state holiday, the due date will be extended until the next
business day immediately following.

F. Any remote seller or marketplace facilitator holding a remote seller registration shall file a
sales tax return even though no tax may be due. This return shall show why no tax is due. If
the remote seller or marketplace facilitator intends to continue doing business a return shall be
filed reflecting no sales and a confirmation of the intent to continue doing business and shall
continue to do so each filing period until the entity ceases doing business or sells the business.
If the remote seller or marketplace facilitator intends to cease doing business, a final return shall
be filed along with a statement of business closure.

G. The remote seller or marketplace facilitator shall prepare the return and remit sales tax to
the Commission on the same basis, cash or accrual, which the remote seller or marketplace
facilitator uses in preparing its federal income tax return. The remote seller or marketplace
facilitator shall sign the return, and transmit the return, with the amount of sales tax and any
applicable penalty, interest, or fees that it shows to be due, to the Commission.

H. Remote sellers and marketplace facilitators failing to comply with the provisions of this
Chapter shall, if required by the Commission and if quarterly filing has been chosen, file and
transmit collected sales taxes more frequently until such time as they have demonstrated to the
Commission that they are or will be able to comply with the provisions of this Chapter. Six (6)
consecutive on-time sales tax filings, with full remittance of the sales taxes collected, shall
establish the presumption of compliance and return to quarterly filing.

l. The preparer of the sales tax return shall keep and maintain all documentation supporting
any and all claims of exempted sales and purchases. Documentation for exempted sales should
include the number of the exemption authorization card presented by the buyer at the time of
the purchase, the date of the purchase, the name of the person making the purchase, the
organization making the purchase, the total amount of the purchase, and the amount of sales
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tax exempted. This documentation shall be made available to the Commission upon request.
Failure to provide such documentation may invalidate that portion of the claim of exemption for
which no documentation is provided.

4.10.090 Estimated tax.

A. In the event the Commission is unable to ascertain the tax due from a remote seller or
marketplace facilitator by reason of the failure of the remote seller or marketplace facilitator to
keep accurate books, allow inspection, or file a return, or by reason of the remote seller or
marketplace facilitator filing a false or inaccurate return, the Commission may make an estimate
of the tax due based on any evidence in their possession.

B. Sales taxes may also be estimated, based on any information available, whenever the
Commission has reasonable cause to believe that any information on a sales tax return is not
accurate.

C. A remote seller’'s or marketplace facilitator’s tax liability under this Chapter may be
determined and assessed for a period of six (6) years after the date the return was filed or due
to be filed with the Commission. No civil action for the collection of such tax may be commenced
after the expiration of the six-year period except an action for taxes, penalties, and interest due
from those filing periods that are the subject of a written demand or assessment made within the
six-year period, unless the remote seller or marketplace facilitator waives the protection of this
section.

D. The Commission shall notify the remote seller or marketplace facilitator, in writing, that the
Commission has estimated the amount of sales tax that is due from the remote seller or
marketplace facilitator. The Commission shall serve the notice on the remote seller or
marketplace facilitator by delivering the notice to the remote seller’'s or marketplace facilitator’s
place of business, or by mailing the notice by certified mail, return receipt requested, to the
remote seller’s or marketplace facilitator’s last known mailing address. A remote seller or
marketplace facilitator who refuses the certified mail will be considered to have accepted the
certified mail for purposes of service.

E. The Commission’s estimate of the amount of sales tax that is due from a remote seller or
marketplace facilitator shall become a final determination of the amount that is due unless the
remote seller or marketplace facilitator, within thirty (30) calendar days after service of notice of
the estimated tax:

1. Files a complete and accurate sales tax return for the delinquent periods supported by
satisfactory records and accompanied by a full remittance of all taxes, interest, penalties,
costs, and other charges due; or

2. Files a written notice with the Commission appealing the estimated tax amount in
accordance with the appeal procedures.

3. Arguments or reasons for failure to timely file a return and remit taxes collected shall
not be considered a valid basis or grounds for granting an appeal. The basis and grounds
for granting an appeal of an assessment are:
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a. The identity of the remote seller or marketplace facilitator is in error;

b. The amount of the debt is erroneous due to a clerical error (and the nature and
extent of the error is specified in the request for appeal); or

C. The remote seller or marketplace facilitator disputes the denial of exemption(s)
for certain sales.

F. The amount of sales tax finally determined to be due under this section shall bear interest
and penalty from the date that the sales tax originally was due, plus an additional civil penalty of
fifty dollars ($50) for each calendar month or partial month for which the amount of sales tax that
is due has been determined.

4.10.100 Returns - Filing contents.

A.  Every remote seller or marketplace facilitator required by this Chapter to collect sales tax
shall file with the Commission upon forms furnished by the Commission a return setting forth the
following information with totals rounded to the nearest dollar:

1. Gross sales;

2. The nontaxable portions separately stating the amount of sales revenue attributable to
each class of exemption;

3. Computation of taxes to be remitted;

4. Calculated discount (if applicable) based on taxing jurisdiction’s code; and

5. Such other information as may be required by the Commission.

B. Each tax return remitted by a remote seller or marketplace facilitator shall be signed
(digital or otherwise) by a responsible individual who shall attest to the completeness and
accuracy of the information on the tax return.

C. The Commission reserves the right to reject a filed return for failure to comply with the
requirements of this Code for up to three (3) months from the date of filing. The Commission
shall give written notice to a remote seller or marketplace facilitator that a return has been
rejected, including the reason for the rejection.

4.10.110 Refunds.

A. Upon request from a buyer or remote seller or marketplace facilitator, the Commission
shall provide a determination of correct tax rate and amount applicable to the transaction. In the
case of an overpayment of taxes, the remote seller or marketplace facilitator shall process the
refund and amend any returns accordingly.

B. If the claimant is a remote seller or marketplace facilitator, and the tax refund is owed to
any buyer, the remote seller or marketplace facilitator submits, and the Commission approves, a
refund plan to all affected buyers.
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C. The Taxing Jurisdictions may allow a buyer to request a refund directly from the Taxing
Jurisdiction.

4.10.120 Amended returns.

A. A remote seller or marketplace facilitator may file an amended sales tax return, with
supporting documentation, and the Commission may accept the amended return, but only in the
following circumstances:

1. The amended return is filed within one (1) year of the original due date for the return;
nd

QL

2. The remote seller or marketplace facilitator provides a written justification for
requesting approval of the amended return; and

3. The remote seller or marketplace facilitator agrees to submit to an audit upon request
of the Commission.

B. The Commission shall notify the remote seller or marketplace facilitator in writing (by email
or otherwise) whether the Commission accepts or rejects an amended return, including the
reasons for any rejection.

C. The Commission may adjust a return for a remote seller or marketplace facilitator if, after
investigation, the Commission determines the figure included in the original returns are
incorrect; and the Commission adjusts the return within two (2) years of the original due date for
the return.

D. A remote seller or marketplace facilitator may file a supplemental sales tax return, with
supporting documentation, and the Commission may accept the supplemental return, but only in
the following circumstances:

1. The remote seller or marketplace facilitator provides a written justification for
requesting approval of the supplemental return; and

2. The remote seller or marketplace facilitator agrees to submit to an audit upon request
of the Commission.

4.10.130 Extension of time to file tax return.

Upon written application of a remote seller or marketplace facilitator, stating the reasons
therefor, the Commission may extend the time to file a sales tax return but only if the
Commission finds each of the following:

1. For reasons beyond the remote seller’s or marketplace facilitator’s control, the
remote seller or marketplace facilitator has been unable to maintain in a current
condition the books and records that contain the information required to complete the
return;

2. Such extension is a dire necessity for bookkeeping reasons and would avert undue
hardship upon the remote seller or marketplace facilitator:;
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3. The remote seller or marketplace facilitator has a plan to cure the problem that
caused the remote seller or marketplace facilitator to apply for an extension and the
remote seller or marketplace facilitator agrees to proceed with diligence to cure the

problem;

4. At the time of the application, the remote seller or marketplace facilitator is not
delinquent in filing any other sales tax return, in remitting sales tax to the Commission or
otherwise in violation of this chapter;

5. No such extension shall be made retroactively to cover existing delinquencies.

4.10.140 Audits.

A. _ Any remote seller or marketplace facilitator who has registered with the Commission, who
is required to collect and remit sales tax, or who is required to submit a sales tax return is
subject to a discretionary sales tax audit at any time. The purpose of such an audit is to
examine the business records of the remote seller or marketplace facilitator in order to
determine whether appropriate amounts of sales tax revenue have been collected by the remote
seller or marketplace facilitator and remitted to the Commission.

B. The Commission is not bound to accept a sales tax return as correct. The Commission
may make an independent investigation of all retail sales or transactions conducted within the
State or taxing jurisdiction.

C. The records that a remote seller or marketplace facilitator is required to maintain under
this chapter shall be subject to inspection and copying by authorized employees or agents of the
Commission for the purpose of auditing any return filed under this Chapter, or to determine the
remote seller's or marketplace facilitator’s liability for sales tax where no return has been filed.

D. In addition to the information required on returns, the Commission may request, and the
remote seller or marketplace facilitator must furnish, any reasonable information deemed
necessary for a correct computation of the tax.

E. The Commission may adjust a return for a remote seller or marketplace facilitator if, after
investigation or audit, the Commission determines that the figures included in the original return
are incorrect, and that additional sales taxes are due; and the Commission adjusts the return
within two (2) years of the original due date for the return.

F. For the purpose of ascertaining the correctness of a return or the amount of taxes owed
when a return has not been filed, the Commission may conduct investigations, hearings, and
audits, and may examine any relevant books, papers, statements, memoranda, records,
accounts, or other writings of any remote seller or marketplace facilitator at any reasonable hour
on the premises of the remote seller or marketplace facilitator, and may require the attendance
of any officer or employee of the remote seller or marketplace facilitator. Upon written demand
by the Commission, the remote seller or marketplace facilitator shall present for examination, in
the office of the Commission, such books, papers, statements, memoranda, records, accounts,
and other written material as may be set out in the demand unless the Commission and the
person upon whom the demand is made agree to presentation of such materials at a different
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place.

G. The Commission may issue subpoenas to compel attendance or to require production of
relevant books, papers, records, or memoranda. If any remote seller or marketplace facilitator
refuses to obey any such subpoena, the Commissioner may refer the matter to the
Commission’s attorney for an application to the superior court for an order requiring the remote
seller or marketplace facilitator to comply therewith.

H. Any remote seller, marketplace facilitator, or person engaged in business who is unable or
unwilling to submit their records to the Commission shall be required to pay the Commission for
all necessary expenses incurred for the examination and inspection of their records maintained

outside the Commission.

l. After the completion of a sales tax audit, the results of the audit will be sent to the
business owner’s address of record.

J. In the event the Commission, upon completion of an audit, discovers more than five
hundred dollars ($500) in additional sales tax due from a remote seller or marketplace facilitator
resulting from a remote seller’'s or marketplace facilitator’s failure to accurately report sales and
taxes due thereupon, the remote seller or marketplace facilitator shall bear responsibility for the
full cost of the audit. The audit fee assessment will be in addition to interest and penalties
applicable to amounts deemed to be delinguent by the Commission at the time of the conclusion
of the audit.

4.10.150 Audit protest.

A. If the remote seller or marketplace facilitator wishes to dispute the amount of the estimate,
or the results of an examination or audit, the remote seller or marketplace facilitator must file a
written protest with the Commission, within thirty (30) calendar days of the date of the notice of
estimated tax or results of an audit or examination. The protest must set forth:

1. The remote seller’s or marketplace facilitator’s justification for reducing or increasing
the estimated tax amount, including any missing sales tax returns for the periods
estimated; or

2. The remote seller’'s or marketplace facilitator’'s reasons for challenging the
examination or audit results.

B. In processing the protest, the Commission may hold an informal meeting or hearing with
the remote seller or marketplace facilitator, either on its own or upon request of the remote
seller or marketplace facilitator, and may also require that the remote seller or marketplace
facilitator submit to an audit, if one was not previously conducted or a more formal audit, if an
estimation audit was previously performed.

C. The Commission shall make a final written determination on the remote seller’s or
marketplace facilitator’s protest and mail a copy of the determination to the remote seller or
marketplace facilitator.

D. If a written protest is not filed within thirty (30) days of the date of the notice of estimated
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tax or the result of a review, audit, or examination, then the estimated tax, review, audit, or
examination result shall be final, due and payable to the Commission.

4.10.160 Penalties and interest for late filing.
A. A late filing fee of twenty-five dollars ($25) per month (or quarter) shall be added to all late-
filed sales tax reports in addition to interest and penalties.

B. Delinquent sales tax bear interest at the rate of fifteen percent (15%) per annum until paid.

C. In addition, delinquent sales tax shall be subject to an additional penalty of five percent
(5%) per month, or fraction thereof, until a total of twenty percent (20%) of delinquent tax has
been reached. The penalty does not bear interest.

D. Penalties and interest shall be assessed and collected in the same manner as the tax is
assessed and collected, and applied first to penalties and interest, second to past due sales tax.

E. The filing of an incomplete return, or the failure to remit all tax, shall be treated as the filing
of no return.

F. A penalty assessed under this section for the delinquent remittance of sales tax or failure
to file a sales tax return may be waived by the Commission, upon written application of the
remote seller or marketplace facilitator accompanied by a payment of all delinquent sales tax,
interest, and penalty otherwise owed by the remote seller or marketplace facilitator, within forty-
five (45) calendar days after the date of delinquency. A remote seller or marketplace facilitator
may not be granted more than one (1) waiver of penalty under this subsection in any one
calendar year. The Commission shall report such waivers of penalty to the taxing jurisdiction, in

writing.

4.10.170 Repayment plans.
A. The Commission may agree to enter into a repayment plan with a delinquent remote seller
or marketplace facilitator. No repayment plan shall be valid unless agreed to by both parties in

writing.

B. A remote seller or marketplace facilitator shall not be eligible to enter into a repayment
plan with the Commission if the remote seller or marketplace facilitator has defaulted on a
repayment plan in the previous two (2) calendar years.

C. The repayment plan shall include a secured promissory note that substantially complies
with the following terms:

1. The remote seller or marketplace facilitator agrees to pay a minimum of ten percent
(10%) down payment on the tax, interest, and penalty amount due. The down payment
shall be applied first to penalty, then to accumulated interest, and then to the tax owed.

2. The remote seller or marketplace facilitator agrees to pay the balance of the tax,
penalty and interest owed in monthly installments over a period not to exceed two (2)

years.
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3. Interest at a rate of fifteen percent (15%) per annum shall accrue on the principal sum
due. Interest shall not apply to penalties owed or to interest accrued at the time the
repayment plan is executed or accruing during the term of the repayment plan.

4. If the remote seller or marketplace facilitator is a corporation or a limited liability entity
the remote seller or marketplace facilitator agrees to provide a personal quarantee of the
obligations under the repayment plan.

5. The remote seller or marketplace facilitator agrees to pay all future tax bills in
accordance with the provisions of this Chapter.

6. The remote seller or marketplace facilitator agrees to provide a security interest in the
form of a sales tax lien for the entire unpaid balance of the promissory note to be
recorded by the Commission at the time the repayment plan is signed. The remote seller
or marketplace facilitator shall be responsible for the cost of recording the tax lien.

D. If a remote seller or marketplace facilitator fails to pay two (2) or more payments as
required by the repayment plan agreement, the remote seller or marketplace facilitator shall be
in default and the entire amount owed at the time of default shall become immediately due. The
Commission will send the remote seller or marketplace facilitator a notice of default. The
Commission may immediately foreclose on the sales tax lien or take any other remedy available
under the law.

4.10.180 Remote seller or marketplace facilitator record retention.

Remote sellers or marketplace facilitators shall keep and preserve suitable records of all sales
made and such other books or accounts as may be necessary to determine the amount of tax
that the remote seller or marketplace facilitator is obliged to collect. Remote sellers or
marketplace facilitators shall preserve suitable records of sales for a period of six (6) years from
the date of the return reporting such sales, and shall preserve for a period of six (6) years all
invoices of goods and merchandise purchased for resale, and all such other books, invoices,
and records as may be necessary to accurately determine the amount of taxes which the
remote seller or marketplace facilitator was obliged to collect under this Chapter.

4.10.190 Cessation or transfer of business.

A. A remote seller or marketplace facilitator who sells, leases, conveys, forfeits, transfers, or
assigns the majority of their business interest, including a creditor or secured party, shall make
a final sales tax return within thirty (30) days after the date of such conveyance.

B. Atleast ten (10) business days before any such sale is completed, the remote seller or
marketplace facilitator shall send to the Commission, by approved communication (email
confirmation, certified first-class mail, postage prepaid) a notice that the remote seller’s or
marketplace facilitator’s interest is to be conveyed and shall include the name, address, and
telephone number of the person or entity to whom the interest is to be conveyed.

C. Upon notice of sale and disclosure of buyer, the Commission shall be authorized to
disclose the status of the remote seller’'s or marketplace facilitator’s sales tax account to the
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named buyer or assignee.

D. Upon receipt of notice of a sale or transfer, the Commission shall send the transferee a
copy of the Alaska Remote Seller Sales Tax Code with this section highlighted.

E. Neither the Commission’s failure to give the notice nor the transferee’s failure to receive
the notice shall relieve the transferee of any obligations under this section.

F. Following receipt of the notice, the Commission shall have sixty (60) days in which to
perform a final sales tax audit and assess sales tax liability against the seller of the business. If
the notice is not mailed at least ten (10) business days before the sale is completed, the
Commission shall have twelve (12) months from the date of the completion of the sale or the
Commission’s knowledge of the completion of the sale within which to begin a final sales tax
audit and assess sales tax liability against the seller of the business. The Commission may also
initiate an estimated assessment if the requirements for such an assessment exist.

G. A person acquiring any interest of a remote seller or marketplace facilitator in a business
required to collect the tax under this Chapter assumes the liability of the remote seller or
marketplace facilitator for all taxes due the Commission, whether current or delinquent, whether
known to the Commission or discovered later, and for all interest, penalties, costs, and charges
on such taxes.

H. Before the effective date of the transfer, the transferee of a business shall obtain from the
Commission an estimate of the delinquent sales tax, penalty, and interest, if any, owed by the
remote seller or marketplace facilitator as of the date of the transfer, and shall withhold that
amount from the consideration payable for the transfer, until the remote seller or marketplace
facilitator has produced a receipt from the Commission showing that all tax obligations imposed
by this Chapter have been paid. A transferee that fails to withhold the amount required under
this subsection shall be liable to the Commission and taxing jurisdiction for the lesser of the
amount of delinqguent sales tax, penalty, and interest due from the remote seller or marketplace
facilitator as of the date of transfer, and the amount that the transferee was required to withhold.

l. In this section, the term “transfer” includes the following:

1. A change in voting control, or in more than fifty percent (50%) of the ownership
interest in a remote seller or marketplace facilitator that is a corporation, limited liability
company, or partnership; or

2. A sale of all or substantially all the assets used in the business of the remote seller or
marketplace facilitator; or

3. The initiation of a lease, management agreement, or other arrangement under which
another person becomes entitled to the remote seller’'s or marketplace facilitator’'s gross
receipts from sales, rentals, or services.

J. Subsection H of this section shall not apply to any person who acquires their ownership
interest in the ongoing business as a result of the foreclosure of a lien that has priority over the
Commission’s sales tax lien.
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K. Upon termination, dissolution, or abandonment of a corporate business, any officer having
control or supervision of sales tax funds collected, or who is charged with responsibility for the
filing of returns or the payment of sales tax funds collected, shall be personally liable for any
unpaid taxes, interest, administrative costs, and penalties on those taxes if such officer willfully
fails to pay or cause to be paid any taxes due from the corporation. In addition, regardless of
willfulness, each director of the corporation shall be jointly and severally liable for unpaid
amounts. The officer shall be liable only for taxes collected which became due during the period
he or she had the control, supervision, responsibility, or duty to act for the corporation. This
section does not relieve the corporation of other tax liabilities or otherwise impair other tax
collection remedies afforded by law.

L. A remote seller or marketplace facilitator who terminates the business without the benefit
of a purchaser, successor, or assign shall make a final tax return and settlement of tax
obligations within thirty (30) days after such termination. If a final return and settlement are not
received within thirty (30) days of the termination, the remote seller or marketplace facilitator
shall pay a penalty of one hundred dollars ($100), plus an additional penalty of twenty-five
dollars ($25) for each additional thirty-day period, or part of such a period, during which the final
return and settlement have not been made, for a maximum of six (6) additional periods.

4.10.200 Use of information on tax returns.

A.  Except as otherwise provided in this Chapter, all returns, reports, and information required
to be filed with the Commission under this Chapter, and all information contained therein, shall
be kept confidential and shall be subject to inspection only by:

1. Employees and agents of the Commission and taxing jurisdiction whose job
responsibilities are directly related to such returns, reports, and information;

2. The person supplying such returns, reports, and information; and

3. Persons authorized in writing by the person supplying such returns, reports, and
information.

B. The Commission will release information described in subsection (a) of this section
pursuant to subpoena, order of a court or administrative agency of competent jurisdiction, and
where otherwise required by law to do so.

C. Notwithstanding subsection A of this section, the following information is available for
public inspection:

1. The name and address of sellers;

2. Whether a business is registered to collect taxes under this Chapter;

3. The name and address of businesses that are sixty (60) days or more delinquent in
filing returns or in remitting sales tax, or both filing returns and remitting sales tax, and if so
delinquent, the amount of estimated sales tax due and the number of returns not filed.
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D. The Commission may provide the public statistical information related to sales tax
collections, provided that no information identifiable to a particular remote seller or marketplace
facilitator is disclosed.

E. Nothing contained in this section shall be construed to prohibit the delivery to a person, or
their duly authorized representative, of a copy of any return or report filed by them, nor to
prohibit the publication of statistics so classified as to prevent the identification of particular
buyers, remote sellers, or marketplace facilitators, nor to prohibit the furnishing of information on
a reciprocal basis to other agencies or political subdivisions of the state or the United States
concerned with the enforcement of tax laws.

F. Nothing contained in this section shall be construed to prohibit the disclosure through
enforcement action proceedings or by public inspection or publication of the name, estimated
balance due, and current status of payments, and filings of any remote seller or marketplace
facilitator or agent of any remote seller or marketplace facilitator required to collect sales taxes
or file returns under this Chapter, who fails to file any return and/or remit in full all sales taxes
due within thirty (30) days after the required date for that business. Entry into any agreement
whether pursuant to the provisions of this Chapter or otherwise shall not act as any prohibition
to disclosure of the records of that remote seller or marketplace facilitator as otherwise provided

in this chapter.

G. A prospective lessee or purchaser of any business or business interest may inquire as to
the obligation or tax status of any business upon presenting to the Commission a release of tax
information request signed by the authorized agent of the business.

H. All returns referred to in this Chapter, and all data taken therefrom, shall be kept secure
from public inspection, and from all private inspection.

4.10.210 Violations.

A. A remote seller or marketplace facilitator that fails to file a sales tax return or remit sales
tax when due, in addition to any other liability imposed by this Chapter, shall pay to the
Commission all costs incurred by the Commission to determine the amount of the remote
seller's or marketplace facilitator’s liability or to collect the sales tax, including, without limitation,
reviewing and auditing the remote seller’'s or marketplace facilitator's business records,
collection agency fees, and actual reasonable attorney’s fees.

B. A person who causes or permits a corporation of which the person is an officer or director,
a limited liability company of which the person is a member or manager, or a partnership of
which the person is a partner, to fail to collect sales tax or to remit sales tax to the Commission
as required by this Chapter shall be liable to the Commission for the amount that should have
been collected or remitted, plus any applicable interest and penalty.

C. Notwithstanding any other provision of law, and whether or not the Commission initiates
an audit or other tax collection procedure, the Commission may bring a declaratory judgment
action against a remote seller or marketplace facilitator believed to meet the criteria to establish
that the obligation to remit sales tax is applicable and valid under local, state, and federal law.
The action shall be brought in the judicial district of the taxing jurisdiction.
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D. The Commission may cause a sales tax lien to be filed and recorded against all real and
personal property of a remote seller or marketplace facilitator where the remote seller or
marketplace facilitator has:

1. Failed to file sales tax returns for two (2) consecutive filing periods as required by the
Chapter; or

2. Failed within sixty (60) days of the end of the filing period from which taxes were due
to either (a) remit all amounts due or (b) to enter into a secured payment agreement as
provided in this Chapter.

3. Prior to filing a sales tax lien, the Commission shall cause a written notice of intent to
file to be mailed to the last known address of the delinquent remote seller or marketplace
facilitator.

E. In addition to other remedies discussed in this Chapter, the Commission may bring a civil
action to:

1. Enjoin a violation of this Chapter. On application for injunctive relief and a finding of a
violation or threatened violation, the superior court shall enjoin the violation.

2. Collect delinquent sales tax, penalty, interest and costs of collection, either before or
after estimating the amount of sales tax due.

3. Foreclose a recorded sales tax lien as provided by law.

F. All remedies hereunder are cumulative and are in addition to those existing at law or
equity.

4.10.220 Penalties for violations.

A. A buyer, remote seller, or marketplace facilitator who knowingly or negligently submits
false information in a document filed with the Commission pursuant to this Chapter is subject to
a penalty of five hundred dollars ($500).

B. A remote seller or marketplace facilitator who knowingly or negligently falsifies or conceals
information related to its business activities with the Commission or taxing jurisdiction is subject
to a penalty of five hundred dollars ($500).

C. A person who knowingly or negligently provides false information when applying for a
certificate of exemption is subject to a penalty of five hundred dollars ($500).

D. Any remote seller or marketplace facilitator who fails to file a return required under this
Chapter by the due date, regardless of whether any taxes were due for the reporting period for
which the return was required, shall be subject to a penalty of twenty-five dollars ($25) for the
first sales tax return not timely filed. The filing of an incomplete return shall be treated as the
filing of no return.

E. A remote seller or marketplace facilitator who fails or refuses to produce requested
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records or to allow inspection of their books and records shall pay to the Commission a penalty
equal to three (3) times any deficiency found or estimated by the Commission with a minimum
penalty of five hundred dollars ($500).

F. A remote seller or marketplace facilitator who falsifies or misrepresents any record filed
with the Commission is guilty of an infraction and subject to a penalty of five hundred dollars
($500) per record.

G. Misuse of an exemption card is a violation and subject to a penalty of fifty dollars ($50) per
incident of misuse.

H. Nothing in this Chapter shall be construed as preventing the Commission from filing and
maintaining an action at law to recover any taxes, penalties, interest and/or fees due from a
remote seller or marketplace facilitator. The Commission may also recover attorney’s fees in
any action against a delinquent remote seller or marketplace facilitator.

4.10.230 Remote sellers with a physical presence in the taxing jurisdiction.

A.  Sellers with a physical presence in a Taxing Jurisdiction and no remote or internet-based
sales shall report, remit, and comply with standards, including audit authority, of the Taxing
Jurisdiction.

B. Sellers with a physical presence in a Taxing Jurisdiction that also have remote or internet-
based sales where the Point of Delivery is in a different Taxing Jurisdictions shall (i) report and
remit the remote or internet sales to the Commission; and ii) report and remit the in-store sales
to the Taxing Jurisdiction.

C. Sellers with a physical presence in a Taxing Jurisdiction that also have remote or internet-
based sales where the Point of Delivery is in the same Taxing Jurisdictions shall report and
remit those remote sales to the Taxing Jurisdiction.

D. Remote sellers and marketplace facilitators that do not have a physical presence in a
Taxing Jurisdiction must report and remit all remote sales to the Commission.

E. For all purchases the tax rate added to the sale price shall be as provided in the Taxing
Jurisdiction’s sales tax code, based on the point of delivery.

F. A marketplace facilitator is considered the remote seller for each sale facilitated through its
marketplace and shall collect, report, and remit sales tax to the Commission. A marketplace
facilitator is not considered to be the remote seller for each sale or rental of lodging facilitated
through its marketplace, wherein the seller is considered to have a physical presence in the
Taxing Jurisdiction.

4.10.240 Remittance of tax - remote seller held harmless.

A. Any remote seller or marketplace facilitator that collects and remits sales tax to the
Commission as provided by law may use an electronic database of state addresses that is
certified by the Commission pursuant to subsection C of this section to determine the
jurisdictions to which tax is owed.
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B. Any remote seller or marketplace facilitator that uses the data contained in an electronic
database certified by the Commission pursuant to subsection C of this section to determine the
jurisdictions to which tax is owed shall be held harmless for any tax, charge, or fee liability to
any taxing jurisdiction that otherwise would be due solely as a result of an error or omission in
the database.

C. Any electronic database provider may apply to the Commission to be certified for use by
remote sellers or marketplace facilitators pursuant to this section. Such certification shall be
valid for three years. In order to be certified, an electronic database provider shall have a
database that satisfies the following criteria:

1. The database shall designate each address in the state, including, to the extent
practicable, any multiple postal address applicable to one location and the taxing
jurisdictions that have the authority to impose a tax on purchases made by purchasers at
each address in the state.

2. The information contained in the electronic database shall be updated as necessary
and maintained in an accurate condition. In order to keep the database accurate, the
database provider shall provide a convenient method for taxing jurisdictions that may be
affected by the use of the database to inform the provider of apparent errors in the
database. The provider shall have a process in place to promptly correct any errors
brought to the provider's attention.

4.10.250 Definitions.

Adoption of definitions does not compel an individual municipality to exempt certain defined
items. Each municipality should specifically adopt definitions necessary for consistency to
implement both brick-and-mortar sales tax code and provisions related to remote sellers or
marketplace facilitators. For definitions that have no applicability to brick-and-mortar sales tax
code, municipality may choose to either include definitions in the definitional section of general
sales tax ordinance or adopt the common definitions by reference.

A.  “Buyer or purchaser’” means a person to whom a sale of property or product is made or to
whom a service is furnished.

B. “Commission” means the Alaska Intergovernmental Remote Sales Tax Commission
established by Agreement between local government taxing jurisdictions within Alaska, and the
delegated tax collection authority.

C. “Delivered electronically” means delivered to the purchaser by means other than tangible
storage media.

D. “Entity-based exemption” means an exemption based on who purchases the product or
who sells the product. An exemption that is available to all individuals shall not be considered
an entity-based exemption.

E. “Goods for resale” means:
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1. The sale of goods by a manufacturer, wholesaler, or distributor to a retail vendor, and
sales to a wholesale or retail dealer who deals in the property sold for the purpose of
resale by the dealer.

2. The sale of personal property as raw material to a person engaged in manufacturing
components for sale, where the property sold is consumed in the manufacturing process
of, or becomes an ingredient or component part of, a product manufactured for sale by
the manufacturer.

3. The sale of personal property as construction material to a licensed building contractor
where the property sold becomes part of the permanent structure.

F. “Marketplace facilitator” means a person that contracts with remote sellers to facilitate for
consideration, regardless of whether deducted as fees from the transaction, the sale of the
remote seller’s property or services through a physical or electronic marketplace operated by
the person, and engages:

1. Directly or indirectly, through one or more affiliated persons, in any of the following:

a. Transmitting or otherwise communicating the offer or acceptance between the
buyer and remote seller;

b. Owning or operating the infrastructure, electronic or physical, or technology that
brings buyers and remote sellers together;

c. Providing a virtual currency that buyers are allowed or required to use to purchase
products from the remote seller; or

d. Software development or research and development activities related to any of the
activities described in 2 of this subsection c, if such activities are directly related to a
physical or electronic marketplace operated by the person or an affiliated person; and

2. In any of the following activities with respect to the seller’s products:

a. Payment processing services;

b. Fulfillment or storage services;

c. Listing products for sale;

d. Setting prices;

e. Branding sales as those of the marketplace facilitator;

f. Order taking;

g. Advertising or promotion; or
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h. Providing customer service or accepting or assisting with returns or exchanges.

G. “Member” means a taxing jurisdiction that is a signatory of the Alaska Remote Sales Tax
Intergovernmental Agreement, thereby members of the Commission, and who have adopted the
Alaska Remote Seller Sales Tax Code.

H. “Monthly” means occurring once per calendar month.

. “Nonprofit organization” means a business that has been granted tax-exempt status by the
Internal Revenue Service (IRS). An association, corporation, or other organization where no
part of the net earnings of the organization inures to the benefit of any member, shareholder, or
other individual, as certified by registration with the IRS.

J. “Person” means an individual, trust, estate, fiduciary, partnership, limited liability company,
limited liability partnership, corporation, or any other legal entity.

K. “Physical presence” means a seller who establishes any one or more of the following
within a local taxing jurisdiction:

1. Has any office, distribution or sales house, warehouse, storefront, or any other place of
business within the boundaries of the local taxing jurisdiction;

2. Solicits business or receiving orders through any employee, agent, salesman, or other
representative within the boundaries of the local taxing jurisdiction or engages in
activities in this state that are significantly associated with the seller’s ability to establish
or maintain a market for its products in this state;

3. Provides services or holds inventory within the boundaries of the local taxing
jurisdiction;

4. Rents or Leases property located within the boundaries of the local taxing jurisdiction.

A seller that establishes a physical presence within the local taxing jurisdiction in any calendar
year will be deemed to have a physical presence within the local taxing jurisdiction for the
following calendar year.

L. “Point of delivery” means the location at which property or a product is delivered or service
rendered.

1. When the product is not received or paid for by the purchaser at a business location of
a remote seller in a Taxing Jurisdiction, the sale is considered delivered to the location
where receipt by the purchaser (or the purchaser's recipient, designated as such by the
purchaser) occurs, including the location indicated by instructions for delivery as supplied
by the purchaser (or recipient) and as known to the seller;

2. When the product is received or paid for by a purchaser who is physically present at a
business location of a Remote Seller in a Taxing Jurisdiction the sale is considered to
have been made in the Taxing Jurisdiction where the purchaser is present even if delivery
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of the product takes place in another Taxing Jurisdiction. Such sales are reported and tax
remitted directly to the Taxing Jurisdiction and not to the Commission;

3. For products transferred electronically, or other sales where the remote seller or
marketplace facilitator lacks a delivery address for the purchaser, the remote seller or
marketplace facilitator shall consider the point of delivery the sale to the billing address of

the buyer.

M. “Product-based exemptions” means an exemption based on the description of the product
and not based on who purchases the product or how the purchaser intends to use the product.

N. “Property” and “product” means both tangible property, an item that can be seen, weighed,

measured, felt, or touched, or that is in any other manner perceptible to the senses; and
intangible property, anything that is not physical in nature (i.e.; intellectual property, brand
recognition, goodwill, trade, copyright and patents).

0. “Quarter’” means trimonthly periods of a calendar year; January-March, April-June, July-
September, and October-December.

P. “Receive” or “receipt” means

1. Taking possession of property;

2. Making first use of services;

3. Taking possession or making first use of digital goods, whichever comes first.

The terms “receive” and “receipt” do not include temporary possession by a shipping company
on behalf of the purchaser.

Q. “Remote sales” means sales of goods or services by a remote seller or marketplace
facilitator.

R. “Remote seller” means a seller or marketplace facilitator making sales of goods or
services delivered within the State of Alaska, without having a physical presence in a taxing
jurisdiction, or conducting business between taxing jurisdictions, when sales are made by

internet, mail order, phone or other remote means. A marketplace facilitator shall be considered
the remote seller for each sale facilitated through its marketplace.

S. “Resale of services” means sales of intermediate services to a business the charge for
which will be passed directly by that business to a specific buyer.

T. “Sale” or “retail sale” means any transfer of property for consideration for any purpose
other than for resale.

U. “Sales or purchase price” means the total amount of consideration, including cash, credit,
property, products, and services, for which property, products, or services are sold, leased, or




1055
1056
1057
1058
1059
1060
1061
1062
1063
1064
1065
1066
1067
1068
1069
1070
1071
1072
1073
1074
1075
1076
1077
1078
1079
1080
1081
1082
1083
1084
1085
1086
1087
1088
1089
1090
1091
1092
1093
1094
1095
1096
1097
1098
1099
1100
1101
1102

Ordinance No. 2020-13
Page 23

rented, valued in money, whether received in money or otherwise, without any deduction for the
following:

1. The seller’s cost of the property or product sold;

2. The cost of materials used, labor or service cost, interest, losses, all costs of
transportation to the seller, all taxes imposed on the seller, and any other expense of the
seller;

3. Charges by the seller for any services necessary to complete the sale, other than
delivery and installation charges;

4. Delivery charges;

5. Installation charges; and

6. Credit for any trade-in, as determined by state law.

V. “Seller” means a person making sales of property, products, or services, or a marketplace
facilitator facilitating sales on behalf of a seller.

W. “Services” means all services of every manner and description, which are performed or
furnished for compensation, and delivered electronically or otherwise outside the taxing
jurisdiction (but excluding any that are rendered physically within the taxing jurisdiction,

including but not limited to:

1. Professional services;

2. Services in which a sale of property or product may be involved, including property or
products made to order;

3. Utilities and utility services not constituting a sale of property or products, including but
not limited to sewer, water, solid waste collection or disposal, electrical, telephone services
and repair, natural gas, cable or satellite television, and Internet services;

4. The sale of transportation services;

5. Services rendered for compensation by any person who furnishes any such services in
the course of his trade, business, or occupation, including all services rendered for
commission;

6. Advertising, maintenance, recreation, amusement, and craftsman services.

X. “Tax cap” means a maximum taxable transaction.

Y. “Taxing jurisdiction” means a local government in Alaska that has a sales tax and is a
member of the Alaska Remote Sellers Sales Tax Commission.
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Z. “Transferred electronically” means obtained by the purchaser by means other than
tangible storage media.

4.10.270 Supplemental definitions.

The Commission shall promulgate Supplemental Definitions that are incorporated into this
Remote Seller Sales Tax Code. Supplemental Definitions are available at www.arsstc.org/code.
Provisions of the Supplemental Definitions that are amended, deleted, or added prior to or after
the effective date of the latest amendment to this Chapter shall be applicable for purposes of
this Chapter on the effective date provided for such amendments, deletions, or additions,
including retroactive provisions.

5. EFFECTIVE DATE. This ordinance shall become effective the day after the date
of its passage.

PASSED, APPROVED, AND ADOPTED by the Assembly of the City and Borough of
Sitka, Alaska, this 28" day of April, 2020.

Gary L. Paxton, Mayor
ATTEST:

Sara Peterson, MMC
Municipal Clerk

1st reading 4/14/2020
2n and final reading 4/28/2020

Sponsor: Administrator
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Alaska Intergovernmental Remote Seller Sales Tax Agreement

This Agreement is made and entered into by the signatories representing Alaska’s cities and
boroughs to enable them to implement single-level, statewide administration of remote sales tax
collection and remittance. The provisions of the Agreement do not apply to administration and
collection of sales taxes for the sales of goods and services originating from within the boundaries
of a member municipality nor does this Agreement restrict how a member municipality administers
and collects sales tax on such sales, nor on sales made by those retailers with a physical presence in
the municipality. The authority to set rates and exemptions is maintained by the member
municipality.

Article 1. Background Principles.

1.

The signatories wish to enable local governments to benefit from opportunities for
collection of existing sales tax on sales made by remote sellers. Remote sellers are sellers
who sell, often through the internet, products or services in a taxing jurisdiction without
having a physical presence in the taxing jurisdiction.

The collection of remote sales tax provides a level playing field for local businesses and
strengthens the ability of local governments to provide public services and infrastructure.

The signatories are particularly mindful of the specific holding in, and implications of, the
Supreme Court’s South Dakota v. Wayfair decision, which provides guidance relative to
nexus and the legal defensibility of a single-level statewide administration that reduces or
removes potential burdens to interstate commerce.

Alaska’s local governments have the authority to enter into intergovernmental agreements
and applicable taxing authority has been delegated to organized boroughs and cities.

The signatories desire to establish an intergovernmental entity to enable cooperative
centralized administration of sales tax collection, remittance, and enforcement on sales
made by remote sellers.

Article II. Purpose.

The purpose of this Agreement is to:

1.

Enable cooperative centralized administration of sales tax collection, remittance, and
enforcement on sales made by remote sellers using a single statewide intergovernmental
entity;

Provide for and promote reasonable uniformity and compatibility in significant
components of local sales tax levy and collection on sales made by remote sellers and
marketplace facilitators in order to facilitate streamlined joint administration; and

Facilitate taxpayer and tax collector convenience and compliance in the filing of tax
returns, the payment of tax, and in other phases of tax administration of sales made and
services provided by remote sellers and marketplace facilitators.



Article III. Definitions.

As used in this Agreement:

1.

“Commission” means the Alaska Remote Seller Sales Tax Commission established
pursuant to this Agreement.

“Local Government” means any home rule, first class, or second class borough, or any
home rule, first class, or second class city, or unified municipality in Alaska.

“Member” means a Local Government signatory to this Agreement.

“Remote seller” means any corporation, partnership, firm, association, governmental unit

or agency, or person acting as a business entity that sells property or products or performs
services in the State of Alaska or a taxing municipality in the state, using the internet, mail
order, or telephone, without having a physical presence in the state or taxing municipality.

“Sales tax” means a tax imposed with respect to the transfer for a consideration of
ownership, possession, or custody of property or the rendering of services measured by the
price of the property transferred or services provided.

“Marketplace facilitator” means a person that provides for sellers a platform to facilitate
for consideration, regardless of whether deducted as fees from the transaction, the sale of
the seller’s products or services (excluding lodging and rentals) through a physical or
electronic marketplace operated by the person, and engages:

a. Directly or indirectly, through one or more affiliated persons in any of the
following:

i. Transmitting or otherwise communicating the offer or acceptance between
the buyer and seller;

ii. Owning or operating the infrastructure, electronic or physical, or
technology that brings buyers and sellers together;

iii. Providing a virtual currency that buyers are allowed or required to use to
purchase products from the seller; or

iv. Software development or research and development activities related to any
of the activities described in (b) of this subsection (6), if such activities are
directly related to a physical or electronic marketplace operated by the
person or an affiliated person;

b. In any of the following activities with respect to the seller's products:

1. Payment processing services;
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ii. Fulfillment or storage services;

1ii.  Listing products for sale;

iv. Setting prices;

v. Branding sales as those of the marketplace facilitator;
vi. Order taking;
vii. Advertising or promotion; or

viii. Providing customer service or accepting or assisting with returns or
exchanges.

Article I'V. The Commission.

1. Organization and Management.

a.

The Alaska Remote Seller Sales Tax Commission (the “Commission”) is hereby
established as an intergovernmental entity in the state of Alaska. It will be
comprised of one designated representative from each Member, who shall have the
authority to act on the Member’s behalf.

Each Member will be entitled to one vote.

To assist conducting business when the full Commission is not meeting, the
Commission will annually elect a Board of Directors of seven members, including
officers. The Board of Directors will act subject to the provisions of this
Agreement and as provided in the bylaws of the Commission, as ratified by the
members.

No action will be binding unless approved by a majority of the Directors present at
a meeting.

The Commission will adopt an official logo.

The Commission will hold an annual meeting rotating the location of the meeting
each year, with telephonic participation provided for, in addition to scheduled
regular meetings and special meetings as provided by its bylaws. Notices of
special meetings must include the reasons for the meeting and the items to be
considered.

The Commission will elect annually, from among its members, a Chairman, a Vice
Chairman, and a Secretary/Treasurer. The bylaws of the Commission shall provide

for nomination and election of officers.

The Commission will contract at formation for support and administrative
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functions with the Alaska Municipal League (AML). The Executive Director of the
AML will serve as a liaison between the Commission and AML and may appoint
necessary staff support. This provision will be revisited within three years of legal
formation of the Commission.

i.  The Commission may contract for supplies and professional services, and delegates
to AML the same ability on its behalf.

j- To carry out any purpose or function, the Commission may accept and utilize
donations and grants of money, equipment, supplies, materials and services,
conditional or otherwise, from any Member or governmental entity.

k. The Commission may establish one or more offices for the transacting of its
business. Upon formation, its registered office and place of business will be the
Alaska Municipal League at One Sealaska Plaza, Suite 200, Juneau, AK 99801.

1. The Members will adopt the initial bylaws of the Commission. The Commission
will make its bylaws easily accessible for Members and prospective members. The
power to adopt, alter, amend or repeal bylaws is vested in the Board of Directors
unless it is reserved to the Members per the bylaws. The bylaws shall contain
provisions for the regulation and management of the affairs of the Commission not
inconsistent with this Agreement.

m. The Commission will provide annual reports to its members covering its activities
for the preceding fiscal year. The Commission may make additional reports.

2. Committees.

a. In furtherance of its activities, the Commission may establish advisory and
technical committees by a majority vote of the membership body. Membership on
a technical committee, may include private persons and public officials.
Committees may consider any matter of concern to the Commission, including
issues of special interest to any member and issues pertaining to collection of sales
tax on behalf of members.

b. The Commission may establish additional committees by a majority vote of the
membership or Board of Directors as its bylaws may provide.

c. Committees may not take any action but may recommend action to the Board of
Directors for consideration.

3. Powers.

In addition to powers conferred elsewhere in this Agreement and in the bylaws, the
Commission may:

a. Study federal, state and local sales tax systems, and particular types of state and
local taxes.
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b. Develop and recommend proposals to promote uniformity and compatibility of
local sales tax laws with a view toward encouraging the simplification and
improvement of local tax law and administration.

c. Compile and publish information to support and assist members in implementing
the Agreement or assist taxpayers in complying with local government sales tax
laws.

d. Do all things necessary and incidental to the administration of its functions
pursuant to this Agreement, including:

1. Sue and be sued.

i1. Administer provisions of uniform sales tax ordinances pursuant to authority
delegated by Members

f. The Commission may create and adopt policies and procedures for any phase of the
administration of sales tax collection and remittance in accordance with this
Agreement and the Commission’s bylaws, including delegated authority to
administer taxation or prescribing uniform tax forms. Prior to the adoption of any
policy, the Commission will:

1. As provided in its bylaws, hold at least one meeting after due notice to all
members and to all taxpayers and other persons who have made timely requests
to the Commission for advance notice of its policy-making proceedings.

2. Afford all affected members and interested persons an opportunity to submit
relevant written comments, which will be considered fully by the Commission.

g. The Commission will submit any policy adopted by it to the designated
representative of all Members to which they might apply. Each such Member will
in turn consider any such policy for adoption in accordance with its own laws and
procedures.

h. Amend this Agreement by majority vote of the Members.
4. Finance.

a. Atleast 90 days prior to the start of a new fiscal year, the Board of Directors will
adopt a budget of its estimated expenditures for the upcoming fiscal year and
submit to Members.

b. The Commission will follow a July 1 to June 30 fiscal year.

c. The Commission’s budgets must contain specific recommendations for service fees
built into statewide administration. Service fees will account for direct staff and
software costs, and indirect costs, as justifiable to the Board of Directors.
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d. The Commission will not pledge the credit of any member. The Commission may
meet any of its obligations in whole or in part with funds available to it, provided
that it takes specific action to set aside such funds prior to incurring any obligation
to be met in whole or in part in such manner. Except where the Commission
makes use of funds available to it, the Commission may not incur any obligation
prior to the allocation and commitment of funds adequate to meet the same.

e. The Commission must keep accurate accounts of all receipts and disbursements.
The receipts and disbursements of the Commission will be subject to the audit and
accounting procedures established under its bylaws. All receipts and
disbursements of funds handled by the Commission will be audited annually by a
certified public accountant and the report of the audit will be included in and
become part of the annual report of the Commission to Members.

f. The accounts of the Commission will be open at any reasonable time for inspection
by duly constituted officers of the Members, the State of Alaska, and by any
persons authorized by the Commission.

g. Nothing contained in this Article may be construed to prevent Commission
compliance with laws relating to audit or inspection of accounts by or on behalf of
any government contributing to the support of the Commission.

Article V. Membership Requirements; Remote Seller Sales Tax Code.

1.

To obtain and retain full membership, the Local Government must submit either an
Ordinance or Resolution authorizing entry into the Agreement, including to:

a. Designate the individual at the municipality that may execute initial binding
documents on behalf of the municipality and who will be the Member’s representative
on the Commission.

Once the Commission adopts its bylaws and adopts a uniform Remote Sellers Sales Tax
Code, members must submit an Ordinance or Resolution that:

a. Delegates remote seller sales tax registration, exemption certification, collection,
remittance, and audit authority to the Commission.

b. Within one hundred twenty (120) days, adopts, by reference or otherwise, the Remote
Seller Sales Tax Code in its entirety as it pertains to collection of sales tax from remote
sellers and marketplace facilitators. The Remote Seller Sales Tax Code is provided as
“Addendum A”.

To retain full membership status, changes made to the Agreement or Code should be
ratified by the Member within one hundred twenty (120) days of the date the Commission
adopts the change.

The Member must provide notice of tax or boundary changes to the Commission and must
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assure the Commission of the accuracy of rates and exemptions. Rate and exemption
changes will take effect within thirty (30) days of the date the Commission receives notice
of the tax or boundary change.

Article VI. Sales Tax Collection and Administration.
1. Collection; Registration; Remittance.

a. Every remote seller and marketplace facilitator meeting the Threshold Criteria of
one hundred thousand ($100,000) in annual sales or 100 annual transactions
occurring in Alaska during the current or previous calendar year, shall collect sales
taxes from the buyer at the time of sale or service and shall transmit the sales taxes
collected to the Commission on a monthly or quarterly basis.

b. The Commission will remit and report to Members by the last business day of the
month.

c. A remote seller or marketplace facilitator meeting the Threshold Criteria shall apply
for a certificate of sales tax registration within thirty (30) calendar days of the
adoption of this Remote Seller Sales Tax Code and/or within thirty (30) calendar
days of meeting the threshold, whichever occurs later. Registration shall be to the
Commission on forms prescribed by the Commission as set out in the remote seller
sales tax code.

d. Upon receipt of a properly executed application, the Commission shall issue the
applicant a certificate of registration, stating the legal name of the seller, the primary
address, and the primary sales tax contact name and corresponding title. A list of
registered sellers in good standing shall be distributed to Members, made public and
available on the Commission’s webpage.

2. Returns; Confidentiality.

a. The Commission will provide all sales tax return information to the taxing
jurisdiction, consistent with local tax codes.

b. All returns, reports and information required to be filed with the Commission under
this Code, and all information contained therein, shall be kept confidential and shall

be subject to inspection only by:

i. Employees and agents of the Commission and taxing jurisdiction whose job
responsibilities are directly related to such returns, reports and information;

i1. The person supplying such returns, reports and information; or

1ii. Persons authorized in writing by the person supplying such returns, reports
and information.
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3. Title; Penalty and Interest; Overpayment.

a.

Upon collection by the seller, title to the sales tax vests in the Commission and the
member on whose behalf the original tax arose. The Commission shall act as a
third-party trustee and remit taxes collected on behalf of the member no later than
thirty (30) days after each filing deadline.

The Remote Sellers Sales Tax Code shall establish the per annum interest rate and
any applicable penalties for late or non-compliant remote sellers.

Upon request from a buyer or remote seller the Commission shall provide a
determination of correct tax rate and amount applicable to the transaction. In the
case of an overpayment of taxes, the remote seller shall process the refund and
amend any returns accordingly.

4. Audit; Compliance and Enforcement.

a.

The Commission shall have sole audit authority and will make final determinations
regarding: (1) whether a remote seller or marketplace facilitator meets Threshold
criteria; (2) the accuracy of returns filed by a remote seller or marketplace
facilitator with the Commission; and (3) whether a remote seller or marketplace
facilitator filing returns with the Commission is in compliance with collection and
remittance obligations.

The Commission shall have authority to enforce issues relating to the Remote
Sellers Sales Tax Code including, but not limited to, the collection of late fees and
penalties, and filing of civil suits and injunctions.

Article VII. Entry into Force and Withdrawal.

1. This Agreement will be in force and effective when formally approved by any seven
signatories and will terminate if membership falls below seven.

2. Any Member may withdraw from this Agreement through ordinance or resolution
rescinding signatory action and giving notice to the Commission of the effective date of
the ordinance, with a minimum of 30 days’ notice. Withdrawal will not affect any liability
already incurred by or chargeable to a Member prior to the effective date of such
withdrawal. The obligations of the Commission to remit and report remain until no longer
necessary.

Article VIII. Effect on Other Laws and Jurisdiction.

Nothing in this Agreement may be construed to:

1. Affect the power of any local government to fix rates or tax exemptions, except that all
members must adopt and implement the Commission’s common definitions and tax code
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changes or demonstrate parity or non-applicability.

2. Withdraw or limit the authority of local government with respect to any person,
corporation, or other entity or subject matter, except to the extent that such authority is
expressly conferred by or pursuant to this Agreement upon another agency or body.

3. Supersede or limit the jurisdiction of any court of the State of Alaska.
Article IX. Construction and Severability.

This Agreement shall be liberally construed so as to effectuate its purposes. The provisions of this
Agreement shall be severable and if any phrase, clause, sentence, or provision is declared or held
invalid by a court of competent jurisdiction, the validity of the remainder of this Agreement and its
applicability to any government, agency, person or circumstance will not be affected. If any
provision of this Agreement is held contrary to the charter of any member, the Agreement will
remain in full force and effect as to the remaining members and in full force and effect as to the
Member affected in all other provisions not contrary to charter.
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How did the June 2018 U.S. Supreme Court decision change the sales tax world?

The U.S. Supreme Court on June 21, 2018, upheld the state of South Dakota’s right to
require online sellers to collect and remit sales tax on orders delivered into the state. The 5-4
decision effectively overturned a Supreme Court decision from 1992 that went against the state
of North Dakota. The 2018 case is South Dakota vs. Wayfair (a nationwide online retailer of
furniture and home goods).

What were the issues in the court case?

In its ruling, the Supreme Court noted that the South Dakota Legislature had determined
“that the inability to collect sales tax from remote sellers was ‘seriously eroding the sales tax
base’ ... causing revenue losses and imminent harm.”

The court explained, “The central dispute is whether South Dakota may require remote
sellers to collect and remit the tax without some additional connection to the state,” such as an
office or warehouse or employees. And although the 1992 decision against North Dakota
commented that requiring remote sellers to collect and remit sales tax “might unduly burden
interstate commerce” without such a physical or legal connection, called nexus, the court’s
2018 decision found otherwise. “The administrative costs of compliance, especially in the
modern economy with its Internet technology, are largely unrelated to whether a company
happens to have a physical presence in a state,” the Supreme Court said in its 2018 decision.

Allowing online sellers to avoid collecting sales taxes “has come to serve as a judicially
created tax shelter for businesses that decide to limit their physical presence and still sell their
goods and services to a state’s consumers,” the court added.

In its order, the Supreme Court said it overruled the 1992 decision because it was
“unsound and incorrect.”

Does the court decision require online sellers to collect sales tax?

No, it does not require online merchants of goods and services to do anything unless a
state’s sales and use tax is written to apply to online orders (remote merchants). If a state
chooses not to extend its sales and use tax to online orders, the Supreme Court decision does
not require merchants to voluntarily collect and remit the tax. The decision is up to each state.

Does the court decision apply to municipalities?

No, not exactly, not directly. The word “municipality” appears nowhere in the Supreme
Court decision. The case, the briefings, the discussion and the order focused solely on state
sales and use tax. But, the same reasoning, the same legal questions likely would apply to
municipal sales taxes: Are they discriminatory against interstate commerce, do they pose an
undue burden on interstate commerce, are they administered fairly to all parties. As Alaska is
the only state that allows municipal sales taxes without an overriding set of rules in a state sales
tax, Alaska is unique. But we’re used to that.
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What are the challenges for Alaska municipalities?

Without a clearly defined set of legal standards in the court decision for municipalities,
Alaska cities and boroughs have to make their best legally educated guess at what set of tax
definitions, rules, exemptions and administrative procedures would be needed to replicate and
adhere to the intent of the court opinion allowing taxation of online sales. Such as, no undue
burden on interstate commerce, no retroactive taxation, and a system that standardizes tax
rules to reduce administrative and compliance costs for remote merchants. There is no
checklist of what will work or what is not allowed — Alaska municipalities will have to set their
own trail.

What'’s the path forward for Alaska municipalities that want to collect taxes on online sales?

A coordinated approach is best. In fact, it’s probably the only way to succeed. It’s hard
to imagine that a large, nationwide online merchant, a small remote seller — or a court, in the
event of a legal challenge — would accept dozens of municipal codes, each with its own unique
set of definitions, administrative rules, limits and exemptions as an acceptable system that
standardizes taxes to reduce administrative and compliance costs.

By working together, Alaska cities and boroughs stand the best chance of crafting a
workable sales and use tax structure that serves local needs while establishing a legally secure
path to collecting municipal taxes from online sales.

What is the Alaska Municipal League doing to help?

The Alaska Municipal League established a working group in 2018 to explore the best
answers for bringing Alaska cities and boroughs into the world of collecting tax revenue from
online sales. AML is looking into the legal issues, software and administrative costs, including
the option of contracting with a third-party vendor with experience in state sales taxes to
handle the collection and distribution of tax remittances from online merchants. AML plans to
provide frequent updates on its progress to its members, with reports at the board meeting in
Anchorage in May, the summer meeting in Soldotna in August, and a final review at the general
membership meeting in Anchorage in November.

The idea is that AML would establish a cooperative effort — entirely optional for each
Alaska municipality — to participate in a centralized online sales tax collection, administration
and enforcement program. Municipalities that join and agree to adopt the required changes to
their sales tax codes would benefit from the collective strength of presenting a unified
approach to online merchants nationwide. Cities or boroughs that choose not to join still could
try on their own to adopt and enforce sales taxes on online merchants.

State law allows Alaska municipalities to sign intergovernmental cooperating
agreements — similar to mutual-aid pacts between fire departments. AML’s legal review
concluded that a cooperative tax administration and collection agreement essentially would be
the same and would not require any state legislation.

Is there any guarantee that municipalities can force online sellers to collect the tax?
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There is no guarantee that every online merchant will willingly collect and remit sales
taxes to a centralized administration for Alaska municipalities. But the odds of success are much
better than 100+ different sales tax administrations statewide.

The deciding factor may be how “homogenized” Alaska’s cities and boroughs are willing
to make their tax codes. The more the codes are the same, the better the argument that the
municipalities are adhering to the standards the Supreme Court cited in its Wayfair decision.

“Nobody can give you an absolute legal answer” as to how far municipalities can stray
from the intent and spirit of the Wayfair decision and still win if taken to court, the vice
president and tax counsel for the National Retail Foundation told AML. Her advice: Go with the
Streamlined Sales Tax Project’s definitions

What is the Streamlined Sales Tax Project?

The Streamlined Sales Tax Project began in March 2000 with the goal “to find solutions
for the complexity in state sales tax systems.” It was, in great part, that complexity that led to
the 1992 Supreme Court decision against North Dakota’s efforts to require tax collections by
remote merchants.

The result is the Streamlined Sales and Use Tax Agreement, which targets simplifying
and modernizing sales and use tax administration to substantially reduce the burden of tax
compliance. The agreement focuses on state-level administration of sales and use taxes;
uniformity in each state’s state and local tax bases; uniformity of major tax base definitions;
central electronic registration for merchants; simplification of state and local tax rates; uniform
sourcing rules for all taxable transactions (defining the point of the taxable transaction); and
simplified administration of exemptions, tax returns and payments.

As of March 2019, 24 states had adopted the agreement. No federal law requires states
to sign on for the Streamlined Sales Tax Project, but doing so makes it easier for states to
capture maximum revenues from remote merchants.

The more that Alaska municipalities can follow the Streamlined Sales and Use Tax
Agreement, the better the odds of success in achieving full compliance from online merchants.

Can complexity lead to legal objections?

Yes, but it is unknown how much complexity would break the legal back of taxing online
sales. In his dissenting opinion in the Wayfair case, Chief Justice John Roberts pointed to the
complexity of sales tax laws nationwide. “Correctly calculating and remitting sales taxes on all
e-commerce sales will likely prove baffling for many retailers. Over 10,000 jurisdictions levy
sales taxes, each with different tax rates, different rules governing tax-exempt goods and
services, (and) different product category definitions.” He noted that New Jersey collects sales
tax on yarn purchased for art projects but not on yarn made into sweaters. “Texas taxes sales of
plain deodorant at 6.25 percent but imposes no tax on deodorant with antiperspirant.” lllinois
categorizes Twix bars as food and Snickers candy, and taxes them differently, the chief justice
noted, only because Twix includes flour.
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Why are Amazon and some merchants already collecting sales tax for Alaska municipalities?

Amazon has started collecting sales tax in several Alaska jurisdictions, though it appears
that in most (many?) cases it is collecting tax only on Amazon’s own goods and not on sales of
third-party merchandise. A coordinated, AML-led approach could remedy this shortcoming by
directing municipalities to change their codes to encompass all goods sold online, whether
direct by the merchant or fulfillment by a third-party seller. A coordinated effort also would
clarify which business is responsible for collecting and remitting the tax: The website that takes
the order or the business that fills the order?

As of March 2019, Amazon had yet to register with all Alaska municipalities, and for
most municipalities the online merchant’s first sales tax returns are not due until a month after
the end of the first quarter. After Amazon and other vendors file their first returns, Alaska
municipalities will have a better sense of any enforcement issues.

There have been reports that Amazon is misapplying local taxes on some sales that
should be tax-exempt. As it is now, each municipality has to contact Amazon individually — or
any other online vendor — to educate the merchant on the details of their specific municipal
tax code. A single online sales tax administrator for Alaska municipalities would improve the
situation.

As to Amazon specifically, in a few cases the online retailer is collecting sales tax for
deliveries in Alaska because it has a legal connection — a nexus — in that city or borough, such
as an Amazon subsidiary or affiliate that does business in the municipality. But in most cases in
Alaska, Amazon is collecting sales tax voluntarily. Unless a municipal code is written as a sales
and use tax, or otherwise specifically addresses online sales, merchants such as Amazon are not
legally obligated to collect the city or borough sales tax.

What’s a ‘use tax,” and does it apply to Alaska municipalities?

A “use tax,” as part of a “sales and use tax,” makes it clear under the law that the tax
applies to goods regardless whether they were sold over the counter in the jurisdiction or
delivered into the jurisdiction for use. The Streamlined Sales Tax Project model code
recommends participating states adopt a sales and use tax. Some Alaska municipalities already
have it in code, but most do not. It is unknown at this time if the AML online sales tax project
will adopt sales and use tax as its recommended language for municipalities.

How can online merchants determine which municipality gets the taxes?

One significant problem that Alaska municipalities must overcome is to construct a user-
friendly online mapping system so that merchants can accurately determine the correct tax
jurisdiction. Such as, a buyer may have a Soldotna ZIP code and mailing address but does not
live within the city of Soldotna and believes they should not be liable for Soldotna city sales
taxes. The same can be said for Interior residents with a North Pole mailing address. (ZIP+4,
unfortunately, does not always match municipal boundaries in Alaska, and therefore cannot be
used for determining the tax jurisdictions.) Other states and third-party contractors provide
online mapping tools for sellers, and third-party vendors could help Alaska develop one that
covers the entire state. In addition to creating the “tax look-up map” (as it is called in the state
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of Washington), Alaska municipalities would have to establish a system for keeping the map
current with new subdivisions, new addresses for businesses and residences, annexations and
such.

Can online vendors handle additional, specific sales taxes?

Yes, such as on alcohol or tobacco taxes, in addition to general sales taxes. Other states
levy additional taxes on certain items, such as alcohol, and nothing in the Streamlined Sales Tax
Project argues against such additional sales or excise taxes. The third-party vendors that offer
administration software for states can accommodate such taxes.

What are some of the tax code decisions that Alaska municipalities will have to make?

Taxation limits

e Several Alaska municipalities have in place a limit on the amount of a single transaction
subject to sales tax. For example, in Juneau the sales tax stops charging after a single
transaction (an invoice, not a single item) reaches $12,000 (though there is no limit to
taxation of jewelry). In the Kenai Peninsula Borough, the cap is $500. It is unknown at
this time if Alaska municipalities can maintain their disparate application of such “tax
caps” and still have a reasonable chance of surviving a legal challenge should an online
merchant want to contest the “undue burden” of navigating different tax limitations.

Point of taxation

e Alaska municipalities most certainly will need to define and adopt a common definition
for the point of the taxation transaction, especially since this could affect the rate
charged and where the tax is remitted. Such as, if a buyer receives the order at a post
office in one city but takes it to their residence in another city, where did the taxable
transaction occur, and which city gets the money? Where the item was delivered or
where it was used? The same difficulty would apply to the online seller as it tries to
determine the tax rate — it needs to know which address to check on the tax look-up
map, the point of delivery or the residence of the buyer? This definition will need to be
consistent for all Alaska municipalities that choose to participate in the AML effort.

Definitions
e Definitions should be consistent among participating municipalities for any tax-

exemptions, such as food (taxed or not taxed, or divided between prepared and
unprepared, and how to define those terms), sale-for-resale, purchases by senior
citizens, manufacturing components, construction materials that will be incorporated
into real property in the municipality, farming supplies, funeral supplies, medical
equipment, over-the-counter drugs and medical items, sales to and/or by nonprofits,
sales by government agencies. The definitions will require a lot of work between
municipalities.
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Collection thresholds

South Dakota sets a significantly higher minimum threshold for annual sales into the
state by a remote merchant than for local businesses before the out-of-state business
has to collect and remit sales taxes. Whatever Alaska municipalities decide needs to be
consistent for all municipalities in the AML program. Otherwise, remote merchants
could get caught up in a maze of different registration and reporting standards.

For example, municipalities may want to exempt small-scale sellers from registering,
collecting and remitting, such as businesses with less than $2,500 a year of sales into the
jurisdiction. An example would be an online jewelry maker in New York that might sell
$300 of goods into any one Alaska city in a year. How much do Alaska municipalities
want to exempt occasional sellers from collecting sales tax? And should it be the same
threshold for remote sellers as in-town businesses?

Examples of taxable decision items

Do municipalities want to collect sales tax on motor vehicles, boats and airplanes
imported into the municipality?

How will municipalities treat commissions that are retained by online sellers? Is the tax
applied to the total price of the goods, or only on the net received by the seller after the
commission is deducted?

Are delivery charges taxable if they are listed separately from the purchase price?

Are software downloads taxable, such as music and apps and streaming services?

Are Amazon Prime membership dues taxable?

Are online subscriptions taxable, such as news sites?

Administrative issues

How will municipalities handle refunds of sales taxes paid in error by the seller or
collected in error by an online seller? Who will issue the refund: The seller or the
municipality?

Will municipalities allow a discount or “commission” of tax collections, intended to
partially compensate the merchant for its costs of bookkeeping as the municipality’s tax
collector? Should this discount, or retention, be the same for online and local vendors?
Many Alaska cities and boroughs allow their local merchants to hold back a small
percentage as compensation for their work as a tax collector.

Can the AML project accommodate seasonal adjustments to a municipality’s tax rates,
or special “tax holidays” as municipalities sometimes offer for back-to-school shopping
or other annual categories?

Are intrastate online sales treated differently than interstate sales?



Making the case for a coordinated municipal response
to online merchants collecting local sales tax in Alaska
Alaska Municipal League — September 25, 2019

Why now?: The U.S. Supreme Court in June 2018 changed the rules for collecting sales tax on online
orders. It removed a long-standing limitation that had blocked states from requiring all online sellers to
comply with their sales tax laws. This, in effect, creates a level playing field for local businesses. The
Supreme Court decision was clear: It said allowing states to apply their tax laws to online sellers the
same as local merchants is a matter of fairness. The court said past practice enabled online sellers to
avoid collecting sales taxes “has come to serve as a judicially created tax shelter for businesses that
decide to limit their physical presence and still sell their goods and services to a state’s consumers.”

Across the nation, states are working to comply with the Supreme Court decision, namely by ensuring
the streamlined, single-level administration of sales tax collection. While this is straightforward in states
with a sales, there are five states that don’t have a broad-based sales tax, and Alaska the only one that
has local governments who do. Alaska’s cities and boroughs are at an administrative and enforcement
disadvantage. Remote sellers have been clear that until this is addressed, they will not collect the sales
taxes required by individual local governments. To the extent that there have been isolated cases of
collections, some of those businesses get it wrong, misapplying taxes and exemptions and shortchanging
municipalities or overcharging residents. (Note: Amazon’s current remittance is not based on remote
sales, or the Wayfair case)

What the Alaska Municipal League is trying to do: The 165-member Alaska Municipal League, a
nonprofit statewide organization, has spent the last year researching options for member local
governments, and worked with many members to respond to this opportunity. Together, AML and
members have developed an intergovernmental agreement, bylaws for a commission, and a remote
sales tax code that local governments with sales tax codes will adopt. AML is developing the structure
for centralized sales tax administration for remote merchants (out-of-state online sellers) to register and
report their tax collections for distribution to the participating cities and boroughs.

The intergovernmental agreement, or compact, is voluntary, but those local governments that do not
sign on are less likely to see remote sellers comply with their individual tax codes. The code that should
be adopted by each member is generally consistent with most local governments, with provisions for
parity and working toward compliance over time. The important thing to know is that each local
government maintains its own tax rate and exemptions. The commission that is established will be
delegated taxing authority. The board of directors of the commission will be voted on by members and
have responsibility for the governance. The commission will contract with AML to administer the
centralized administration, with collection, remittance and reporting that meets the need of each local
government. This centralized administrator will include software that maintains a tax variability matrix,
able to account for differences between members, and a sales tax boundary map so that remote sellers
can comply with municipal boundaries.

A Timeline: There is a governance committee comprised of local government finance officers, attorneys
and managers, who have drafted all relevant documents. These will need to be reviewed and adopted
by any local government that wishes to participate. Adoption means delegating authority to a municipal



official to sign the intergovernmental agreement on behalf of the city or borough, and delegating taxing
authority to the Commission. Adoption also means agreeing to the common tax code for remote sales.
AML will contract with a software developer and build up a sales tax staff to administer the program.

We envision the governance being established in late November, perhaps at the annual AML
conference, with full implementation in January 2020. Adoption will take time for many local
governments, and members should deliberate as needed to come to resolution of adoption. The process
accommodates joining at any point.

What are the benefits of taxing online sales the same as local sales
The biggest benefit is fairness:
e Fairness in funding public services in the community — the reason each municipality has a sales
tax code is to be able to provide essential services for residents.
e Fairness for local merchants — the current system creates an incentive for residents to shop
online, which creates additional burdens to brick and mortar stores.
e Fairness so that residents who shop online are charged the correct amount of tax — maintaining
the uniqueness of each jurisdiction is important, and remote sellers can’t comply with individual
government codes without centralization.

“There is little logic in asking consumers who prefer to shop at local businesses to pay more toward
funding public services than consumers who shop via their laptops or smartphones,” the independent
Institute on Taxation and Economic Policy wrote of tax-free online shopping in a March 2018 report.
“Local economies are harmed by this arrangement,” the report said, noting the competitive
disadvantage it creates for “businesses that hire local residents, pay local property taxes, and otherwise
contribute to the local economy.”

The numbers

Nationwide, e-commerce sales totaled more than $500 billion in 2018, and the number is growing.
Online sales totaled about 14 percent of total U.S. retail sales of $3.6 trillion last year, according to
Commerce Department estimates. The U.S. Government Accountability Office estimates that states lost
about $13 billion from the inability to fully collect taxes on online sales in 2017. The Alaska Municipal
League estimates more than $20 million in annual sales tax receipts could be at stake for those cities
and boroughs with a sales tax.

National trends

A growing number of states have amended or are drafting changes to their tax codes to ensure they
fairly and fully collect taxes from remote merchants selling goods online, the same as they do with local
merchants. More than 20 states have adopted the Streamlined Sales and Use Tax Agreement, a
common set of administrative rules and tax definitions to streamline enforcement nationwide.

The risks of doing nothing

The risks are more problems: Confusion for local consumers from erroneously collected sales taxes,
further unfair competition that erodes local businesses, and lost municipal revenue as online shopping
continues to grow. That is lost revenue Alaska communities cannot afford. At the same time, without
centralized administration, the majority of remote sellers will not comply with local tax codes.
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Sponsors: Nelson/Christianson

CITY AND BOROUGH OF SITKA
ORDINANCE NO. 2020-24

AN EMERGENCY ORDINANCE OF THE CITY AND BOROUGH OF SITKA
ABATING ANY PENALTIES AND INTEREST FOR THE FIRST QUARTER SALES TAX 2020
FILING PERIOD UNTIL JUNE 30, 2020

BE IT ENACTED by the Assembly of the City and Borough of Sitka as follows:

1. CLASSIFICATION. This emergency ordinance is not of a permanent nature and is not
intended to be a part of the Sitka General Code of the City and Borough of Sitka.

2, SEVERABILITY. If any provision of this emergency ordinance and application thereof to any
person and circumstances is held invalid, the remainder of this emergency ordinance and application
thereof to any person and circumstances shall not be affected thereby.

3. PURPOSE. The purpose of this emergency ordinance is to provide much needed relief to
persons required to remit sales tax to the City and Borough of Sitka, as required in Sitka General
Code (“SGC”) 4.09.270, by abating the penalties and interest for the 2020 first quarter sales tax filing
period until June 30, 2020, as imposed in SGC 4.09.350.A.2 and 3, such that penalties and interest
would only accrue starting July 1, 2020. More specifically:

WHEREAS, the Assembly recognizes that an emergency exists due to the COVID-19 pandemic that
affects the life, health, welfare or property of persons required to remit sales tax to the City and
Borough of Sitka; and

WHEREAS, the COVID-19 pandemic has caused great economic hardships to many of the persons
required to remit sales tax to the City and Borough of Sitka; and

WHEREAS, while the Assembly acknowledges that the timely remittance of sales tax, and the related
payment of penalties and interest, is important, the significant risk posed to life, health, welfare or
property of persons in Sitka by the COVID-19 pandemic, and the resulting economic hardships,
requires the enactment of this emergency ordinance.

4, ENACTMENT. NOW, THEREFORE, BE IT ENACTED by the Assembly of the City and
Borough of Sitka that filing and remitting sales tax, as required in SGC 4.09.270, is required but the
associated penalties and interest, as imposed in SGC 4.09.350.A.2 and 3, for the 2020 first quarter
sales tax filing period be abated until June 30, 2020, such that penalties and interest only accrue
starting July 1, 2020.

5. EMERGENCY DECLARATION: In accordance with the Home Rule Charter of the City and
Borough of Sitka, Section 3.03 “Emergency Ordinances,” the Assembly of the City and Borough of
Sitka hereby declares that an emergency exists that affects the life, health, welfare or property of
persons within Sitka for those reasons stated above.

6. EFFECTIVE DATE. This emergency ordinance shall become effective on May 1, 2020, as an
emergency exists as stated above. A public service announcement shall be widely distributed
providing public notice of this emergency ordinance.
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In accordance with the Home Rule Charter of the City and Borough of Sitka, Section 3.03 “Emergency
Ordinances,” this emergency ordinance may be adopted at the meeting which it is presented and shall
expire June 30, 2020.

PASSED, APPROVED, AND ADOPTED by the Assembly of the City and Borough of Sitka this 28"
day of April 28, 2020.

Gary L. Paxton, Mayor

ATTEST:

Sara Peterson, MMC
Municipal Clerk

1st and final reading — Emergency Ordinance 4/28/2020 in accordance with Home Rule Charter,
Section 3.03.

Sponsors: Nelson / Christianson
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POSSIBLE MOTION

| MOVE TO approve Ordinance 2020-17 on first reading
adopting budgets and capital improvement plans for the
General Fund, Internal Services Funds, and Special
Revenue Funds for the fiscal year July 1, 2020 through
June 30, 2021.



City and Borough of Sitka

100 Lincoln Street e Sitka, Alaska 99835

MEMORANDUM

To: Mayor Paxton and Assembly Members
John Leach, Municipal Administrator

From: Melissa Haley, Controller
Date: April 22, 2020
Subject: Approval of FY2021 Administrator’s Budget

Background

As budgets, rates, long-term capital improvement plans, and any debt required are all intricately linked,
the ordinances 2020-17 through 2020-23 as well as resolution 2020-10 combine approval of
appropriations, any rate increases, capital improvements as well as authorization to seek any new debt.

Fiscal Note
Significant analysis and discuss have taken place throughout the budget process. The following
summarizes what is contained in each budget ordinance:

Ordinance 2020-17 General Fund and other governmental (special revenue) funds
e Appropriations
0 Total appropriations are $28,203,415, with revenue projected to be $29,564,429,
resulting in a projected surplus of $1,375,014
e Rates
0 There are no rates adjustments associated with the City and Borough of Sitka’s
governmental funds.
e Capital improvement plan
0 For the General Fund, details of the mid to long-range capital improvement plan are
located on pages 22-23 of the budget book
e Debt
0 Thereis no debt proposed for FY2021 for any governmental funds

Ordinance 2020-18 Electric Fund
e Appropriations
0 Total appropriations are $27,229,806, with revenue projected to be $19,360,717,
resulting in a projected change to working capital of -519,898
e Rates
O Thereis a 2% increase to electric rates.
e Capital improvement plan



0 For the Electric Fund, details of the mid to long-range capital improvement plan are
located on page 23 of the budget book
e Debt
0 Thereis a $4 million low interest USDA loan proposed for FY2021 to pay for the Green
Lake Phase 1 project. The debt service for FY2021 will be paid via a transfer in from the
General Fund.

Ordinance 2020-19 Water Fund
e Appropriations
0 Total appropriations are $4,336,284, with revenue projected to be $3,093,675, resulting
in a projected change to working capital of $84,597. Please note that a correction to
this fund has been made. Transfers out have increase $9,500 to fully cover the cost of a
replacement vehicle. All changes are listed in the budget change document.
e Rates
0 Thereisa 2% increase to water rates.
e Capital improvement plan
0 For the Water Fund, details of the mid to long-range capital improvement plan are
located on page 23 of the budget book
e Debt
O There is no new debt proposed for FY2021

Ordinance 2020-20 Wastewater Fund
e Appropriations
0 Total appropriations are $4,405,613, with revenue projected to be $3,794,511, resulting
in a projected change to working capital of $284,126. Please note that a correction to
this fund has been made since the last budget meeting-an over appropriation of
$250,000 in transfers out was corrected. All changes are listed in the budget change
document.
e Rates
0 Thereis a 2% increase to wastewater rates.
e Capital improvement plan
0 For the Wastewater Fund, details of the mid to long-range capital improvement plan are
located on page 24 of the budget book
e Debt
0 There is no new debt proposed for FY2021

Ordinance 2020-21 Solid Waste Fund
e Appropriations
0 Total appropriations are $5,308,116, with revenue projected to be $5,171,424, resulting
in a projected change to working capital of $31,998.
e Rates
0 Thereis a 5.5% rate increase for collections and a 2.5% increase for transfer station and
other solid waste rates.
e Capital improvement plan
0 The details of the mid to long-range capital improvement plans for the Solid Waste Fund
are located on page 20 of the budget book
e Debt
0 Thereis no new debt proposed for FY2021



Ordinance 2020-22/Resolution 2020-10 Harbor Fund
e Appropriations
0 Total appropriations are $5,247,152, with revenue projected to be $4,196,673, resulting
in a projected change to working capital of $323,367.
e Rates
0 Thereis a 5% rate increase for all harbor rates with the exception of a rate decrease
from $11.35 to $7.00 for the O’Connell Bridge tender dock. The decrease was proposed
by the Port and Harbor Commission in order remain competitive with other markets in
Southeast.
e (Capital improvement plan
0 The details of the mid to long-range capital improvement plans for the Solid Waste Fund
are located on page 24 of the budget book
e Debt
0 Thereis no new debt proposed for FY2021

Ordinance 2020-23 Airport Terminal Fund, Marine Service Center, and GPIP Fund
e Appropriations

0 Airport Terminal Fund-Total appropriations are $1,025,981, with revenue projected to
be $908,500, resulting in a projected change to working capital of $52,818.

O Marine Service Center Fund-Total appropriations are $239,027, with revenue projected
to be $299,064, resulting in a projected change to working capital of $91,595.

O GPIP Fund-Total appropriations are $743,439, with revenue projected to be $212,755,
resulting in a projected change to working capital of -598,020.

e Rates
0 There are no rates adjustments associated with these three enterprise funds
e (Capital improvement plan
O The details of the mid to long-range capital improvement plans for these funds are
located on page 25 of the budget book
e Debt
0 There is no new debt proposed for FY2021
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Sponsor: Administrator
CITY AND BOROUGH OF SITKA
ORDINANCE NO. 2020-17

AN ORDINANCE OF THE CITY AND BOROUGH OF SITKA
ADOPTING BUDGETS AND CAPITAL IMPROVEMENT PLANS FOR THE GENERAL FUND,
INTERNAL SERVICE FUNDS, AND SPECIAL REVENUE FUNDS
FOR THE FISCAL YEAR JULY 1, 2020 THROUGH JUNE 30, 2021

BE IT ENACTED by the Assembly of the City and Borough of Sitka, Alaska as follows:

1. CLASSIFICATION. This ordinance is not of a permanent nature and is not intended to be a part of
the Sitka General Code of the City and Borough of Sitka, Alaska.

2. SEVERABILITY. If any portion of this ordinance or any application thereof to any person or
circumstance is held invalid, the remainder of this ordinance and application thereof to any person and
circumstances shall not be affected thereby.

3. PURPOSE. The purpose of this ordinance is to set forth budgetary requirements for the operation of
the various divisions, departments and organizations of the City and Borough of Sitka for Fiscal Year
2021.

4. ENACTMENT. NOW THEREFORE, BE IT ENACTED by the Assembly of the City and
Borough of Sitka, Alaska that the following expenditure budgets (see below) for the fiscal period
beginning July 1, 2020 and ending June 30, 2021 and related capital improvement plan (included in the
FY2021 Administrator’s Budget) are hereby adopted as follows:

| REVENUE | EXPENDITURE BUDGET
GENERAL FUND REVENUE OPERATIONS CAPITAL/ TOTAL
TRANSFER
General Fund $ 29,564,429 $ 26,271,896 $1,931,519 | $28,203,415
INTERNAL SERVICE REVENUE OPERATIONS CAPITAL/ TOTAL
FUNDS TRANSFER
Information Technology Fund $ 1,586,117 $ 1,597,073 $ -0- $ 1,597,073
Central Garage Fund $ 1,930,436 $ 1,360,683 $ 718,000 $ 2,078,683
Building Maintenance Fund $ 714,678 $ 808,991 $ -0- $ 808,991
SPECIAL REVENUE REVENUE OPERATIONS CAPITAL/ TOTAL
FUNDS TRANSFER
Pet Adoption Fund $ 2,000 $ 10,000 $§ -0- $ 10,000
Sitka Forfeiture Fund $ 1,000 $ 1,000 $ -0- $ 1,000
Library Building Fund $ 1,000 $ 1,000 $ -0- $ 1,000
Southeast Alaska Economic $ 50,000 $ 50,000 $ -0- 50,000
Development Fund
GPIP Contingency Fund $ 11,000 $ 11,000 $ -0- $ 11,000
Sitka Community Hospital $ 1,546,500 $ 1,501,922 $ -0- $1,501,922
Dedicated Fund
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Ordinance 2020-17

Page 2

Student Activities Travel Fund | $ 2,700 $ 2,500 $ -0- $ 2,500
Fisheries Enhancement Fund $ 37,500 $ 37,500 $ -0- $ 37,500
Utility Subsidization Fund $ 30,000 $ 79,560 $ -0- $ 79,560
Commercial Passenger Vessel $ 457,000 $ 365,000 $ -0- $ 365,000
Excise Tax Fund
Visitor Enhancement Fund $ 580,000 $ 540,125 $ -0- $ 540,125
Revolving Fund $ 24,000 $ 24,500 $ -0- $ 24,500
Guarantee Fund $ 6,000 $ 6,000 $ -0- $ 6,000
Cemetery Fund $ 2,000 $ 2,000 $ -0- $ 2,000
Rowe Trust Fund $ 4,500 $ 4,500 $ -0- $ 4,500
Library Endowment Fund $ 6,000 $ 5,000 $ -0- $ 5,000
Bulk Water Fund $ 18,000 $ 30,000 $ -0- $ 30,000
Seasonal Sales Tax/School $ 2,177,305 $ 2,397,540 $ -0- $2,397,540
Bond Debt Service Fund
PERMANENT FUND
Permanent Fund [$ 742,743 |$ 1,506,459 |$  -0-  [$ 1,506,459
GENERAL FUND CAPITAL REVENUE OPERATIONS CAPITAL TOTAL
PROJECT FUND /TRANSFER
General Capital Project Fund $ -0- $ -0- $ -0- $ -0-

EXPLANATION

Details of individual budgets and capital improvement plans are contained in the FY2021 Administrator’s

Budget. Support to the Sitka School District has been included in the General Fund Expenditures.
Budgeted amounts for all funds include revenue, operating expenditures an