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INTRODUCTION

Alaska statutes provide that a portion of revenue eollected from certain taxes and license
-fees be shared with cities and boroughs in Alaska. Department of Revenue administers
the tax and licensing programs subject to sharing.

Within the Department, Income and Excise Audit Division is responsible for accounting
for taxes and fees subject to sharing and periodically disbursing shared amounts to
respective cities and boroughs as mandated by statutes.

The following tax and license types are subject to sharing:

Fisheries Business Tax AS 43.75.130 50% $16,344,252
Electric and Telephone

Cooperative Tax AS 10.25.570 100% 2,500,581
Liquor License Fees AS 04.11.610 100% 1,340,900
Aviation Motor Fue! Tax AS 43.40.010 60% 109,852
Coin-Operated Device Tax AS 43.35.050 50% 47,161
Fishery Landing Tax* AS 43.77.060 50% 0
Total . $20,342,746

* Fishery landing tax program went into effect January 1, 1994. First year returns for calendar year 1994 are due March 31,
1995.

The Department shares only taxes and license fees collected. Interest and penalty
amounts are not subject to sharing. In some cases, amounts expended by the state in its
collection may be deducted from amounts shared to communities.

For FY 94, Income and Excise Audit Division shared amounts with 121 eligible cities and
boroughs. For some local governments, amounts received through the shared taxes and
fees program may be an important source of funding.

Refer to Tables 1 through 6 of this report for shared tax and license detail information by
municipality.
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FY 94 IN RETROSPECT

Total shared taxes and license fees decreased-in FY'94, primarily due to a reduction of
shared fisheries business taxes as a result of lower fisheries harvests and decreased
prices paid for salmon in calendar year 1993 (fisheries business taxes for that year were
due March 31, 1994).

Amounts shared under the liquor license fees program increased this year because of
new statutes enacted in 1993 (Ch 63 SLA 93) which authorized biennial renewal of liquor
licenses beginning in 1994. The biennial license fee is twice the annual fee. Transition
provisions under the legislation provided that half of all liquor licensees will file a 1994
renewal application for a one-year renewal while the other half will file for a two-year
renewal. As a result, the Department experienced a one-time increase in collection and
sharing of liquor license fees in FY 94.

Amounts shared under the electric and telephone cooperative tax program increased this
year because one utility filed returns and paid taxes retroactively for three years.
Amounts shared for the other tax types were relatively unchanged from fiscal year 1993.
No amounts were shared under the fishery resource landing tax program because the
first returns, which will be for calendar year 1994, will not be due until March 31, 1995.

This year’s total amount shared of $20,331,200 represents a decrease of approximately
15% from last year's shared amount of $24,013,200.
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SHARED TAX AND LICENSE TYPES OVERVIEW

)

Fisheries Business Tax

AS 43.75.130 provides that a percentage of fisheries business taxes be shared with
municipalities and/or boroughs where fishery resources were processed. The Department
shares taxes with cities and boroughs as follows:

If processing occurred within an incorporated city not located within an organized
borough, 50% of the tax collected is shared with the city.

If processing occurred within an incorporated city located within an organized borough,
25% of the tax collected is shared with the city and 25% to borough.

If processing occurred at a location within an organized borough but not within an
incorporated city, 50% of the taxes collected is shared with the borough.

For those cities located in an organized borough incorporated after June 16, 1987, the
percentage of taxes shared with the city and borough is prorated over a period of five
years as follows:

1 45% 5% 50%
2 40% 10% 50%
3 35% 15% 50%
4 30% 20% 50%
5+ 25% 25% 50%

If processing occurred in the unorganized borough, 50% of the tax is shared with
municipalities statewide through an allocation program administered by Department of
Community and Regional Affairs.

Fishery Resource Landing Tax

AS 43.77.060 provides that a percentage of fishery resource landing taxes be shared with
the city and/or borough where fishery resources were landed. The mechanics for sharing
landing taxes is the same as fisheries business taxes, except that the five year proration
above applies to boroughs incorporated after January 1, 1994,
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SHARED TAX AND LICENSE TYPES OVERVIEW

)

Aviation Motor Fuel Tax

AS 43.40.010 provides that 60% of the aviation motor fuel tax collected at an airport
owned and operated, or leased and operated by a municipality be shared with the
municipality. Income and Excise Audit Division receives information returns from qualified
dealers reporting aviation motor fuel sales at municipal airports and uses this information
as the basis for sharing amounts to municipalities.

The Department disburses shared amounts to municipalities in January and July of each
year based on taxes collected during the preceding six months.

Aviation motor fuel taxes collected at the following municipal airports are eligible for
sharing:

Anaktuvuk Pass Nuigsut
Arctic Village Palmer
Atgasuk Nenana
Juneau Sitka
Kenai Soldotna
Ketchikan Wainwright
Kodiak Municipal Wasilla

Merrill Field (Anchorage)

Coin-Operated Device Tax

AS 43.35.050 provides that 50% of coin-operated device taxes, excluding distributor fees,
be shared to municipalities where the revenue was earned. Coin-operated device taxes
are shared only to first, second and third class cities and boroughs.

The Department disburses shared amounts to cities and boroughs annually for
coin-operated device taxes collected during the preceding fiscal year.

Electric and Telephone Cooperative Tax

AS 10.25.570 provides that telephone and electric cooperative taxes be shared to
organized boroughs or cities where the revenue was earned. The Department disburses
shared amounts to cities and boroughs annually for taxes collected during the preceding
fiscal year.
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SHARED TAX AND LICENSE TYPES OVERVIEW

Liquor License Fees ’

i
AS 04.11.610 provides that biennial license fees, excluding wholesale license fees, be
shared semiannually to municipalities. The Department shares 100% of biennial license
fees to municipalities which enforce local, state and federal laws relating to the
manufacture and sale of alcoholic beverages.

Fees collected for the following biennial licenses are subject to sharing:

Pub

Brewery

Distillery

Beverage Dispensary

Club

Restaurant

Theater

Package Store

Retailer Stock

Recreational Site (annual licenses only)

Filing fees and temporary miscellaneous license fees are not shared to municipalities. The
Department disburses shared amounts to municipalities in January and July of each year
based on fees collected during the preceding six months.
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Appendix A
Shared Taxes and Fees Statutes

Fisheries Business Tax !

AS 43.75.130. REFUND TO LOCAL GOVERNMENTS. (a) Except as provided in (d) of this
section, the commissioner of revenue shall pay

(1) to each unified municipality and to each city located in the unorganized borough, 50
percent of the amount of tax revenue collected in the municipality from taxes levied by this
chapter;

(2) to each city located within a borough, 25 percent of the amount of tax revenue collected
in the city from taxes levied by this chapter; and

(3) to each borough

(A) 50 percent of the amount of tax revenue collected in the area of the borough outside
cities from taxes levied by this chapter; and

(B) 25 percent of the amount of tax revenue collected in cities located within the borough
from taxes levied by this chapter.

(b) For purposes of this section, tax revenue collected under AS 43.75.015 from a person
entitled to a credit under AS 43.75.032 shall be calculated as if the person’s tax had been
collected without applying the credit.

(c) [Repealed, Sec 7 ch 79 SLA 1986]

(d) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of this section, the commissioner
shall pay

(1) to each city that is located in a borough incorporated after June 16, 1987 the following

percentages of the tax revenue collected in the city from taxes levied under this chapter:

(A) 45 percent of the taxes collected during the calendar year after the calendar year in
which the borough is incorporated;

(B) 40 percent of the taxes collected during the first calendar year after the calendar year
in which the borough is incorporated;

(C) 35 percent of the taxes collected during the second calendar year after the calendar
year in which the borough is incorporated; and

(D) 30 percent of the taxes collected during the third calendar year after the calendar year
in which the borough in incorporated; and

(2) to each borough that is incorporated after June 16, 1987 the following percentages of

the tax revenue collected in the cities located within the borough from taxes levied under this
chapter:

(A) 5 percent of the taxes collected during the calendar year in which the borough is
incorporated,; .

(B) 10 percent of the taxes collected during the first calendar year after the calendar year
in which the borough is incorporated;

(C) 15 percent of the taxes collected during the second calendar year after the calendar
year in which the borough is incorporated; and

(D) 20 percent of the taxes collected during the third calendar year after the calendar year
in which the borough is incorporated.

(e) Notwithstanding the provisions of (d) of this section, a city may adopt an ordinance to
transfer a portion of the funds received under (d)(1) of this section to the borough in which the
city is located.

(f) In this section, "tax revenue collected" includes the amount credited against taxes under
AS 43.75.018.
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Appendix A
Shared Taxes and Fees Statutes

T

Fisheries Business Tax (Continued)

}

AS 43.75.137. ADDITIONAL REFUND. To the extent that appropriations are available for the
purpose, and notwithstanding the requirement of AS 37.07.080(e) that approval of the office of
management and budget is required, an amount equal to 50 percent of the tax revenue that is
collected under this chapter from fisheries businesses and is not subject to division with a
municipality under AS 43.75.130 shall be transmitted each fiscal year, without the approval of
the office of management and budget, by the department to the Department of Community
and Regional Affairs for disbursal to eligible municipalities under AS 29.60.450.

Fishery Resource Landing Tax

AS 43.77.060. REVENUE SHARING. (a) Subject to appropriation by the legislature and
except as provided in (b) of this section, the commissioner of revenue shall pay to each

(1) unified municipality and to each city located in the unorganized borough, 50 percent of
the amount of tax revenue collected in the municipality from taxes levied under this chapter on
the fishery resource landed in the municipality and accounted for under AS 43.77.050(b);

(2) city located within a borough, 25 percent of the amount of tax revenue collected in the
city from taxes levied under this chapter on fishery resources landed in the city and accounted
for under AS 43.77.050(b); and

(3) borough

(A) 50 percent of the amount of tax revenue collected from taxes levied under this chapter
on fishery resources landed in the area of the borough outside cities and accounted for under
AS 43.77.050(b); and

(B) 25 percent of the amount of tax revenue collected from taxes levied under this chapter
on fishery resources landed in cities located within the borough and accounted for under AS
43.77.050(b). '

(b) Notwithstanding the provisions of (a)(2) and (a)(3)(B) of this section, and subject to
appropriation by the legislature, the commissioner shall pay to each

(1) city that is located in a borough incorporated after the effective date of this Act (January
1, 1994), the following percentages of the tax revenue collected from taxes levied under this
chapter on fishery resources landed in the city and accounted for under AS 43.77.050(b):

(A) 45 percent of the tax revenue collected during the calendar year after the calendar
year in which the borough is incorporated,;

(B) 40 percent of the tax revenue collected during the first calendar year after the
calendar year in which the borough is incorporated;

(C) 35 percent of the tax revenue collected during the second calendar year after the
calendar year in which the borough is incorporated; and

(D) 30 percent of the tax revenue collected during the third calendar year after the
calendar year in which the borough in incorporated; and
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Appendix A
Shared Taxes and Fees Statutes

Fishery Resource Landing Tax (Continued) :

(2) borough that is incorporated after the effective date of this Act (January 1, 1994), the
following percentages of the tax revenue collected from taxes levied under this chapter on
fishery resources landed in the cities located within the borough and accounted for under AS
43.77.050(b):

(A) five percent of the tax revenue collected during the calendar year in which the
borough is incorporated,

(B) 10 percent of the tax revenue collected during the first calendar year after the
calendar year in which the borough is incorporated;

(C) 15 percent of the tax revenue collected during the second calendar year after the
calendar year in which the borough is incorporated; and

(D) 20 percent of the tax revenue collected during the third calendar year after the
calendar year in which the borough is incorporated.

(c) Notwithstanding the provisions of (b) of this section, a city may adopt an ordinance to
transfer a portion of the funds received under (b)(1) of this section to the borough in which the
city is located.

(d) To the extent that appropriations are available for the purpose, and notwithstanding the
requirement of AS 37.07.080(e) that approval of the office of management and budget is
required, an amount equal to 50 percent of the tax revenue that is collected under this chapter
~and is not subject to division with a municipality under (a) -- (c) of this section shall be
transmitted each fiscal year, without the approval of the office of management and budget, by
the department to the Department of Community and Regional Affairs for disbursal to eligible
municipalities under AS 29.60.450.

Aviation Motor Fuel Tax

AS 43.40.010. TAX ON TRANSFERS OR CONSUMPTION OF MOTOR FUEL AND
EXPENDITURE OF PROCEEDS. (e) Sixty per cent of the proceeds of the revenue from the
taxes on aviation fuel, excluding the amount determined to have been spent by the state in its
collection, shall be refunded to a municipality owning and operating or leasing and operating
an airport in the proportion that the revenue was collected at the municipal airport. All other
proceeds of the taxes on aviation fuel shall be paid into a special aviation fuel tax account in
the state general fund. The legislature may appropriate funds from this account for aviation
facilities.

Coin-Operated Device Tax

AS 43.35.050. DISTRIBUTION OF TAX. One-half of the proceeds of the gross revenue from
the tax under AS 43.35.010 - 43.35.090, excluding distributors’ fees, penalties, and the
amount determined to have been spent by the state in its collection, shall be refunded to
organized boroughs and cities of the first, second, and third classes by action of the
legislature in the proportion that the revenue was earned within them, and the balance shall
be retained by the state and deposited in the general fund.
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Electric and Telephone Cooperative Tax

AS 10.25.570. REFUND TO LOCAL GOVERNMENTS. The proceeds of the telephone
cooperative gross revenue tax and the electric cooperative tax, less the amount expended by
the state in their collection, shall be refunded to an organized borough or a city of any class
incorporated under state law, in the proportion that the revenue was earned within the city or
the borough area outside the city. However, taxes collected on gross revenue earned by a
telephone cooperative or on the sale of electricity by an electric cooperative outside a city or
organized borough shall be retained by the state and deposited into its general fund.

Liquor License Fees

AS 04.11.610. REFUND TO MUNICIPALITIES. (a) Biennial license fees, excluding annual
wholesale fees and biennial wholesale license fees, collected within a municipality shall be
refunded semi-annually to the municipality.

(b) If the officers of a municipality fail to actively enforce local ordinances, laws of the United
States and the state, and the regulations relating to the manufacture and sale of alcoholic
beverages in the state, the commissioner of revenue may deny the refund provided for under
(a) of this section until the board finds the enforcement of the ordinances, laws and
regulations is resumed.

(c) The Department of Revenue shall recover any amounts erroneously refunded under (a)
of this section. The Department of Revenue shall schedule repayments of erroneously
refunded amounts over a sufficient period of time to minimize financial hardship to the
municipality involved.
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Boroughs and Unified Municipalities

_2..Borough/Municipality tion | Dal rated
Aleutians East Borough Second Class October 23, 1987
Municipality of Anchorage Unified Home Rule September 15, 1975
Bristol Bay Borough Second Class October 2, 1962
Denali Borough Home Rule December 7, 1990
Fairbanks North Star Borough Second Class January 1, 1964
Haines Borough Third Class August 29, 1968
City and Borough of Juneau Unified Home Rule July 1, 1970

Kenai Peninsula Borough Second Class January 1, 1964
Ketchikan Gateway Borough Second Class September 6, 1963
Kodiak !sland Borough Second Class September 24, 1963
Lake and Peninsula Borough Home Rule April 26, 1989
Matanuska-Susitna Borough Second Class January 1, 1964
North Slope Borough Home Rule July 2, 1972
Northwest Arctic Borough Home Rule June 2, 1986

City and Borough of Sitka Unified Home Rule December 2, 1971
City and Borough of Yakutat Home Rule September 22, 1992

Source: 1994 Alaska Municipal Officials Directory
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Incorporated Cities Within Organized Boroughs

AR

Borough Class
Aleutians East Akutan Second
Cold Bay Second
False Pass Second
King Cove First
Sand Point First
Bristol Bay No Incorporated Cities N/A
Denali Anderson Second
Fairbanks North Star Fairbanks Home Rule
North Pole Home Rule
Haines Haines First
Kenai Peninsula Homer First
Kachemak Second
Kenai Home Rule
Seldovia First
Seward Home Rule
Soldotna First
Ketchikan Gateway Ketchikan Home Rule
Saxman Second
Kodiak Akhiok Second
Kodiak Home Rule
Larsen Bay Second
Old Harbor Second
Ouzinkie Second
Lake and Peninsula Chignik Second
Newhalen Second
Nondalton Second
Pilot Point Second
Port Heiden Second
Matanuska-Susitna Houston Second
Palmer Home Rule
Wasilla First
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Incorporated Cities Within Organized Boroughs

North Slope Anaktuvuk Pass Second
Atgasuk Second
Barrow First
Kaktovik Second
Nuigsut Second
Point hope Second
Wainwright Second

Northwest Arctic Ambler Second
Buckland Second
Deering Second
Kiana Second
Kivalina Second
Kobuck Second
Kotzebue Second
Noorvik Second
Selawik Second
Shungnak Second

Source: Alaska Taxable 1993
Department of Community and Regional Affairs
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Appendix D
Incorporated Cities Within Alaska

Home Rule Cities

Cordova
Fairbanks
Kenai
Ketchikan
Kodiak
Nenana
North Pole
Palmer
Petersburg
Seward
Valdez
Wrangell

First Class Cities

Barrow
Craig
Dillingham
Galena
Haines
Homer
Hoonah
Hydaburg
Kake

King Cove
Klawock
Nome
Pelican
St. Mary's
Sand Point
Seldovia
Skagway
Soldotna
Tanana
Unalaska
Wasilla

Second Class Cities

Secorid Class Cities

Second Class Cities

Akhiok
Akiachak
Akiak
Akutan
Alakanuk
Aleknagik
Allakaket
Ambler
Anaktuvuk Pass
Anderson
Angoon
Aniak

Anvik

Atka
Atmautluak
Atgasuk
Bethel
Bettles
Brevig Mission
Buckland
Chefornak
Chevak
Chignik
Chuathbaluk
Clark’s Point
Cold Bay
Deering
Delta Junction
Diomede
Eagle

Eek

Ekwok

Elim
Emmonak
False Pass
Fort Yukon
Gambell
Golovin
Goodnews Bay
Grayling
Holy Cross
Hooper Bay
Houston

¥
Hughes
Huslia
Kachemak
Kaktovik
Kaltag
Kasaan
Kasigluk
Kiana
Kivalina
Kobuck
Kotlik
Kotzebue
Koyuk
Koyukuk
Kupreanof
Kwethluk
Larsen Bay
Lower Kalskag
Manokotak
Marshall
McGrath
Mekoryuk
Mountain Village
Napakiak
New Stuyahok
Newhalen
Newtok
Nightmute
Nikolai
Nondalton
Noorvik
Nuiqgsut
Nulato
Nunapitchuk
Old Harbor
Ouzinkie
Pilot Point
Pilot Station
Platinum
Point Hope
Port Alexander
Port Heiden
Port Lions

Quinhagak
Ruby

Russian Mission
St. George
Savoonga
Saxman
Scammon Bay
Selawik
Shagaluk
Shaktoolik Point
Sheldon
Shishmaref
Shungnak
Stebbins

Teller

Tenakee Springs
Thorne Bay
Togiak
Toksook Bay
Tuluksak
Tununak
Unalakleet
Upper Kalskag
Wainwright
Wales

White Mountain
Whittier

Organized Under
Federal Law

Metlakatla
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