MATANUSKA-SUSITNA BOROUGH INFORMATION MEMORANDUM IM No. 19-123

SUBJECT: AN ORDINANCE OF THE MATANUSKA-SUSITNA BOROUGH ASSEMBLY
ADOPTING MSB 3.35 2 PERCENT AREAWIDE SALES TAX FOR PROPERTY TAX
RELIEF, TO ADOPT A 2 PERCENT SALES TAX WITHIN THE ENTIRE MATANUSKA-
SUSITNA BOROUGH; AND, AN ORDINANCE OF THE MATANUSKA-SUSITNA
BOROUGH ASSEMELY AUTHORIZING THE BOROUGH TO ENACT MSB 1.10.170, 2
PERCENT AREAWIDE SALES TAX FOR PROPERTY TAX RELIEF, TO GRANT THE
BOROUGH THE POWER TO ENACT A TAX NOT TO EXCEED 2 PERCENT ON SALES,
SERVICES, AND RENTALS WITHIN THE ENTIRE MATANUSKA-SUSITNA BOROUGH
AND SUBMITTING THE QUESTION TO THE QUALIFIED AREAWIDE VOTERS AT
THE NOVEMBER 5, 2019 REGULAR BOROUGH ELECTION.

AGENDA OF: June 18, 2019
ASSEMBLY ACTION;
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ATTACHMENT (S) : Fiscal Note: YES X NO
Ordinance Serial No. 19-092 (46 pp)
Ordinance Serial No. 19-093 (3 pp)

SUMMARY STATEMENT: These ordinances are being brought forward at
the request of Assemblymmeber Sykes to levy a 2% areawide sales
tax within the entire Matanuska-Susitna Borough for property tax
relief. The sales tax will only take effect if approved by areawide
voters at the November 5, 2019 regular Borough election. The entire
amount of sales tax collected will be used to reduce areawide
property taxes, subject to annual appropriation by the borough
assembly.
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State law allows the Matanuska-Susitna Borough to institute a sales
tax, but requires that it be approved by the voters before it can
take effect.

With the current uncertainty regarding the fiscal condition of the
State of Alaska, it is prudent to diversify the sources of tax
revenue to the Matanuska-Susitna Borough so that real property
taxpayers do not continue to shoulder the tax burden.

This sales tax revenue will be used to offset areawide real
property taxes, not to raise overall Borough revenues. As per MSB
3.35.015, the use of the tax is to grant property tax relief
through the annual appropriations process of the Borough Assembly
in preparing the annual budget. By this mechanism, the Borough
will not be adding to the total amount of taxes it collects,
rather, the Borough will be diversifying the revenue it collects
from Borough residents, non-resident visitors, and non-resident
sellers to then lower property taxes.

The sales tax largely mirrors the sales tax currently levied within
the City of Wasilla and the Talkeetna Sewer & Water Service Area.
This means that the administration of the tax will not be something
new, unusual, or unique.

Of note, MSB 3.35.040 will require taxation of all sales and
rentals delivered into the Matanuska-Susitna Borough if the seller
is not located in the Borough but provides goods or services over
$100,000 annually or conducts more than 200 transactions annually
in the Borough. In 2018, the United States Supreme Court ruled
that a business does not have to be physically located in a State
to satisfy the demands of due process, which requires that there
be some definite link, some minimum connection, between a state
and the person, property or transaction it seeks to tax. See South
Dakota v. Wayfair, Inc., 138 S.Ct. 2080 (U.S. 2018). The Matanuska-
Susitna Borough is aware of the holding and the policy reasons for
the State of South Dakota enacting the tax at issue in Wayfair and
is adopting this proposed sales tax for the same reasons. The
requirement that taxes on interstate commerce must apply to an
activity with a substantial nexus with the taxing authority is
established when the taxpayer or collector avails itself of the
substantial ©privilege of carrying on business in that
jurisdiction. The Borough’s sales tax ordinance as it applies to

non-resident sellers is generally copied from the South Dakota
law.
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Ordinance Serial No. 19-093 (the Areawide Sales Tax Ordinance)
will become effective January 1, 2020 only if the ballot
proposition contained in Ordinance Serial No. 19-093 (the Areawide
Sales Tax Ballot Proposition) is approved by a majority of the
qualified areawide voters voting on the proposition at the regular
Borough election on November 5, 2019.

RECOMMENDATION OF ADMINISTRATION: Adoption of Legislation
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MATANUSKA-SUSITNA BOROUGH
FISCAL NOTE

Agenda Date: June 18,2019

SUBIECT: AN ORDINANCE OF THE MATANUSKA-SUSITNA BOROUGH ASSEMBLY ADOPTING MSB 3.35 2 PERCENT
AREAWIDE SALES TAX FOR PROPERTY TAX RELIEF, TO ADOPT A 2 PERCENT SALES TAX WITHIN THE ENTIRE

MATANUSKA-SUSITNA BOROUGH.

ORIGINATOR: NS for Assemblymember Sykes
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Assemblymember Leonard Ordinance No0s.19-092 and 19-093

AMENDMENT NUMBER 1

I move to amend Ordinance Serial No. 19-092 and 19-093 to change
the effective dates of the code changes and implementation of the
sales tax from January 1, 2020 to July 1, 2020.

Under this amendment, the ballot question will still go forward at
the Borough regular election on November 5, 2019, but if approved,
the tax will start on July 1, 2020 instead of January 1, 2020.

AMENDMENT NUMBER 2

I move to add a non-code section to Ordinance Serial No. 19-092
and 19-093 to read:

Section . Delegation to the cities. Subject to approval of the
cities by ordinance, the Matanuska-Susitna Borough Assembly
approves a delegation of the power to assess and collect the city
sales taxes to the respective cities of Palmer, Wasilla, and
Houston for the sales taxes levied by those entities within their
boundaries.

Under this amendment the Assembly will approve the delegation of
power to the cities so they may continue to assess and collect the
sales taxes in their cities just as they are currently doing.



Assemblymember Leonard Ordinance No0s.19-092 and 19-093

AMENDMENT NUMBER 3

NOTE: These amendments must be moved together and pass to be
effective.

First, I move to amend Ordinance Serial No. 19-033 to add a new
paragraph to MSB 1.10.170 to read:

The sales tax is conditioned on the Borough lowering the
annual areawide property tax levy in the amount corresponding
to the revenue collected from the sales tax.

Second, I move stike the ballot language and replace with:
PROPOSITION NO.

Enact MSB 1.10.170 and MSB 3.35
2 Percent Areawide Sales Tax for Property Tax Relief
and
Areawide Property Tax Reduction

The Matanuska-Susitna Borough 1is proposing to enact MSB
1.10.170 and MSB 3.35 “2 Percent Areawide Sales Tax for
Property Tax Relief” and exercise the power to levy, collect,
and enforce an areawide tax not to exceed 2 percent on sales,
services, and rentals within the entire Matanuska-Susitna
Borough; and,

The sales tax is conditioned on the Borough lowering the
annual areawide property tax levy in the amount corresponding
to the revenue collected from the sales tax.

Shall the 2 Percent Areawide Sales Tax for Property Tax Relief
and the Areawide Property Tax Reduction be approved?

Yes No

Third, I move to amend Ordinance Serial No. 19-092, section
3.35.015, to strike the current language and replace with:

All taxes levied and collected under this chapter will be
used for property tax relief as specified in MSB 1.10.170.



Assemblymember Sumner Ordinance Nos. 19-092

I move to amend Ordinance Serial No. 19-092 to remove all
exemptions not required by the Constitutions and Laws of the United
States and the State of Alaska.

To this end, I move to

e amend MSB 3.35.020, Definitions, by striking the definitions
for “Shipping and freight hauling services” and “U.S.
postage”;

e amend MSB 3.35.050, Exemptions, by:

o striking the following subsections: (A) (1) through (6),
(A) (8) through (11), (&) (14) through (21), and strike
sections (B) and (C) in their entirety;

o0 inserting new subsections (A) (14) and (A) (15); and

o0 directing the Clerk to renumber section (A);

e strike section MSB 3.35.080, Certificate of Exemption, in
its entirety; and

e amend MSB 3.35.190, Violations, Remedies, by striking
subsection (A) (8) that reads: (8) A buyer giving false
information when applying for a certificate of exemption, or
using a certificate of exemption in a transaction that was
not exempt from sales tax under the exemption for which the
certificate was issued.

Below shows the exemptions that would be remaining and the addition
of (A) (14) and (A) (15).

3.35.050 EXEMPTIONS.

(A) The following transactions are exempt from sales tax:
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(7) Sales, rentals, or services which the borough is
prohibited from taxing by the constitutions or statutes of the

United States and the State of Alaska.

(12) Sales related to orbital space facilities, space

propulsion systems, space vehicles, satellites or stations, to the
extent of the exemption required by AS 29.45.650 (h).
(13) All purchases made with (i) food coupons, food

stamps, or other type of allotment issued under 7 U.S.C. 2011-2036



(Food Stamp Program); or (2) food instruments, food vouchers, or
other type of certificate issued under 42 U.S.C. 1786 (Special
Supplemental Food Program for Women, Infants or Children) are
exempt. For purposes of this subsection, the value of a food stamp
allotment paid in the form of a wage subsidy as authorized under
AS 47.25.975(b) is not considered to be an allotment issued under
7 U.S.C. 2011-2036 (Food Stamp Program) to the extent of the
exemption required by AS 29.45.650(f).

(14) sales related to (1) the physical transfer of

refined fuel, unless the transfer is made in connection with a

sale or use in the borough, or (2) wholesale sales or transfers of

fuel refined in the borough to the extent of the exemption required

by AS 29.45.650(i) . For purposes of this subsection, a sale is in

the borough if the fuel is delivered to the buyer in the borough

and a use is in the borough if the fuel is consumed in the borough.

(15) Sales related to a construction contract awarded by

the state or a state agency, or on a subcontract awarded in

connection with the project funded under the construction contract

to the extent of the exemption required by AS 29.45.650(k) .
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