“Cteway to The Arctic”

CITY OF KOTZEBUE
RESOLUTION NO. 24-52

“A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF KOTZEBUE
DIRECTING THE CITY MANAGER OR HER DESIGNEE TO SIGN THE ALASKA
MUNICIPAL LEAGUE (AML) SALES TAX CONTRACT.”

WHEREAS, Ordinance 24-06 introduced this date and set for first public
hearing and passage at the September 19, 2024 RCCM
authorizes the City of Kotzebue to use the Alaska Municipal
League (“AML”) Shared Services Sales Tax Collection Service
(“STCS”) to collect, remit, enforce and administer the City’s 6%
sales tax on all local sales transactions;

WHEREAS, the Alaska Municipal League (“AML”) Shared Services Sales
Tax Collection Service (“STCS”) has presented a contract to
provide these services as set out in Exhibit A attached hereto;

WHEREAS, this contract has been reviewed by the City Administration and it
is recommended for approval by the City Council; and,

WHEREAS, this Alaska Municipal League (“AML”) Shared Services Sales
Tax Collection Service (“STCS”) will allow a more efficient and
effective tax collection effort for the City as set forth in Exhibit
B attached hereto.

NOW, THEREFORE, BE IT RESOLVED, that the City Council of the City of Kotzebue
authorizes the City Manager or her designee to sign the Alaska Municipal League (“AML”)
Shared Services Sales Tax Collection Service (“STCS”) Contract as set forth herein in Exhibit A
on or after passage of Ordinance No. 24-06 on September 19, 2024.

PASSED AND APPROVED by a duly constituted quorum of the City Council of the City of
Kotzebue, Alaska, this 5™ day of September 2024.

CITY OF KOTZEBUE

Saima Chase, Mayor



[SEAL]
ATTEST:

Paeton Schaeffer, City Clerk

Attachment: Exhibit “A” - Alaska Municipal League (“AML”) Shared Services Sales Tax
Collection Service (“STCS”) Contract [7 pages]

Exhibit “B” — STCS Flyer [2 pages]
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SALES TAX COLLECTION SERVICE AGREEMENT

This Service Agreement (the “Agreement™) is made and entered into as of this __ day of
, 20_ (the “Effective Date’) between City of Kotzebue (the
“Municipality”) and the Alaska Municipal League (“AML”) (each individually referred to as a
“Party” and collectively referred to as the “Parties™) for the collection of sales tax revenue.

Background

1. The Municipality’s finance department is responsible under municipal ordinance
for the efficient administration of its local sales tax.

2. The Municipality is dedicated to efficient tax administration that promotes the
highest levels of voluntary compliance, revenue collection, service, and fair enforcement of its
sales tax ordinance.

3. Sellers with a physical presence in the Municipality’s jurisdictional boundaries
(called “local sellers”) must submit monthly, quarterly or annual paper tax returns to the

Municipality’s taxing authority, Preparing and filing those returns imposes a burden on local
sellers.

4. The Municipality desires to reduce the administrative burden and expense of
complying with the sales tax by offering local sellers the option of filing sales tax returns and
submitting sales tax remittances through an online tax portal.

5. AML provides Alaska municipalities sales tax registration, reporting, and
remittance services through an online tax portal,

6. The Municipality desires to contract with AML to provide an online portal for

local sellers (i) to register as local sellers, (ii) to submit sales tax returns and (iii) to remit sales
tax collections.

Agreement
The Parties agree as follows:
1. Term and Termination. The Agreement shall commence on the Effective Date and

shall continue as such in full effect and force until terminated by either Party upon 60
days’ written notice.

2. Scope of Services and Responsibilities. AML’s services and responsibilities under this
Agreement are as follows:

a. Online Tax Portal Services. AML will develop and maintain an online tax portal
to allow local sellers to (i) to register as local sellers, (i) to submit sales tax
returns and exemption certificates, and (iii) to remit sales tax collections.
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b. Tax Portal Filings, The tax portal will provide local sellers a standardized sales
tax retumn on behalf of the Municipality. The tax portal will use sales tax rates and
exemptions that are confirmed by a legal representative of the Municipality,

c. Physical Return and payment processing. As needed, AML will process physical
sales tax returns and payments from sellers on behalf of the Municipality.

d. Reporting. AML will provide the Municipality a customized report each month
showing registered sellers, gross sales, sales tax collected, and exemptions
claimed.

e, Business Registration / Licensing, AML will issue business licenses and register
local sellers through the portal in accordance with Municipality requirements.

f. Delinguencies. AML will send (i) monthly delinquency notices to sellers who
have delinquent, unfiled sales tax return(s) and (ii) monthly balance due notices to
sellers who have not paid in full.

g. Accessibility. AML will make the online tax portal accessible to the Municipality
and registered local sellers.

h, Control Over Services. AML will retain the unqualified right of control over the
means, manner, and methods by which the Services are rendered and performed.
AML will be responsible for providing all equipment, materials and supplies
required to timely provide those Services which have been requested by the
Municipality. The Municipality understands and acknowledges that AML will
contract with a third party to perform these services.

i Insurance, AML agrees to maintain, at AML’s sole cost and expense, Worker’s
Compensation Coverage where required by law and applicable General Liability
Insurance, as required.

i Taxes. AML shall be soiely responsible for filing all tax returns, tax declarations
and tax schedules, and for the tax payment, with respect to fees earned by AML
under this Agreement,

k. Termination of Agreement Services. Upon termination of this Agreement, AML
shall provide to the Municipality confirmation of destruction of hard copy
confidential information of Municipality transferred to AML,; all electronic
account information must be deleted from AML’s computer systems, including
backup copies. In addition, AML shall send a letter to all registered taxpayers
notifying them that AML will no longer be offering online tax portal services.

3. AML Fees for Services. As compensation for the services provided under this
agreement, AML will be entitled to the fees specified in Exhibit A.

4, Expansion of Scope of Services. The online tax portal will be initially established with
the capability to handle sales tax registration & licensing, sales tax return filing, and
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payment of sales tax obligations. AML may offer additional capability to pay additional
types of municipal taxes and other services through the online portal. AML is required to
provide those additional services only if agreed to by the Parties in a separate written
agreement.

5. Municipality’s Responsibilities. Municipality’s responsibilities under this Agreement
are as follows:

a. The Municipality will have the sole authority to set tax policy, tax rates, tax
deductions, tax exemptions, tax rules, and tax classifications. AML will not set
tax policy, tax rates, tax deductions, tax exemptions, tax rules, and tax

classifications.

b. The Municipality will be responsible for confirming sales tax rates, exemptions,
interest, and penalties that will apply to retums filed by local sellers through the
tax portal.

C. The Municipality will promptly inform AML of any changes to its sales tax rates,

exemption, or ordinances.

d. The Municipality is solely responsible for enforcing its sales tax code, conducting
audits, proceeding with tax collection legal proceedings. AML is not responsible
for enforcing the Municipality’s sales tax code.

e. In the event a sales tax return is filed through the online tax portal, but the local
seller remits the sales tax due directly to the Municipality, the Municipality will
pay to AML its fee for services calculated under Exhibit A and attributable to
such sales tax payments made directly to the Municipality.

f. Monthly filing will be required for Sellers unless otherwise approved by the
Municipality.

6. Confidentiality-Unauthorized Disclosure. Within or after the services period, AML
shall at no time divulge, release, or remove for its use or that of any other individual or
company, any confidential municipal or taxpayer documentation or information obtained
under this Agreement. Furthermore, the Municipality and AML agree that:

a. Confidential Information shall include, but is not limited to, all non-public
information, written or oral, whether disclosed directly or indirectly, through any
means of communication or observation by a taxpayer or any of its affiliates or
representatives to or for the benefit of the AML.

b. Confidential information excludes that which is public knowledge or publicly
available.
7. Indemnification,
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Each Party agrees to defend, indemnify, and hold the other Party, their officers,
employees, and agents harmless from and against any and all liability, loss,
expense, or claims for injury or damages arising out of the performance of this
Agreement but only in proportion to and to the extent that such liability, loss,
expense, or claims for injury or damages is caused by or results from the
negligent or intentional acts or omissions of that Party, its officers, employees, or
agents.

Municipality shall indemnify, defend, and save harmless AML and its respective
officers, agents, and employees from and against any and all losses, costs,
including reasonable attorneys’ fees, liabilities, damages, and deficiencies,
including interest, penalties and settlement amounts entered into, in each case,
with respect to any and all claims that arise out or are connected to the
Municipality’s sales tax, including sales tax administration, sales tax enforcement,
and sales tax collection activities.

8. Notice. Any notice sent under this Agreement must be sent by email with confirmation
of receipt, fax, common carrier, or certified mail, return receipt requested, provided that
such notice is addressed to the other Party at the address set forth below:

City of Kotzebue
PO Box 46
Kotzebue, AK 99752

Alaska Municipal League
One Sealaska Plaza, Ste. 302
Juneau, AK 99801

9, Miscellaneous Provisions.

a.

Entire Agreement. This Agreement represents the entire agreement and
understanding between the Parties with respect to the subject matter of this
Agreement and supersedes all prior or contemporancous, express or implied,
written or oral agreements, representations, and conditions between the Parties
with respect to the subject matter of this Agreement.

Counterparts. This Agreement may be executed in any number of counterparts,
including by electronically-transmitted signature, and each counterpart shall for
all putposes be deemed to be an original, and all such counterparts shall together
constitute but one and the same agreement.

Amendment. No addition to or alteration of the terms of this Agreement will be
valid unless made in the form of a written amendment to this Agreement, which is
formally approved and executed by the Parties.

. Assignment. This Agreement may not be assigned by the AML without

Municipality's prior written consent, which may not be unreasonably withheld.
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e. Severability. In the event any provision of this Agreement is held by a court of
competent jurisdiction or arbitration to be invalid, void or unenforceable, the
remaining provisions will nevertheless continue in full force and effect without
being impaired or invalidated in any way.

. Third-Party Beneficiaries. Each Party intends that this Agreement shall not
benefit or create any right or cause of action in or on behalf of, any person or
entity other than the Parties. This Agreement does not create, and shall not be
construed as creating, any rights enforceable by any person or entity not a Party to
this Agreement, Nothing in this Agreement shall be deemed or construed to
create the relationship of principal and agent, or of partnership, or of joint venture,
or of any association between the Parties.

g. Independent Contractor. AML shall perform under this Agreement as an
independent Contractor. AML and its officers, agents, and employees are not, and
will not be deemed, employees of the Municipality for any purpose, including
workers” compensation, and will not be entitled to any of the benefits accorded to
employees of the Municipality. AML shall determine, at its own risk and expense,
the method and manner by which the duties imposed in general by this Agreement
will be performed.

h. Governing Law. This Agreement will be governed by the laws of the State of
Alaska. Any legal proceeding relating to this Agreement shall be exclusively
brought in the Superior Court of Alaska, Third Judicial District at Anchorage.

[SIGNATURE PAGE FOLLOWS]

The Parties have executed this Agreement as of the Effective Date.

MUNICIPALITY ALASKA MUNICIPAL LEAGUE
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Printed Name/Title: Printed Name/Title:

Exhibit A
Sales Tax Collection Service Agreement

Statement of Fees

Section 1. Fees payable to AML
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The fees outlined in Section 1 will be applied to total municipality receivables including sales
tax, late fees, penalties and interest, as determined by seller filing(s) processed by AML in a

given month.

Fee Description Fee amount
AML Administrative Fee 1.25%
GovOS Software as a Service Fee 2.0%
Total monthly fee: 3.25%

Section 2, Municipality Implementation Fees

The Municipality Implementation Fees outlined in this section are payable to MUNIRevs and are

one-time costs specific to implementation.

workflow

Fee Description Fee Amount
Customization of one tax form & $2,000
workflow
Customization of one licensing form & $2,000
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GUIDE T AML MEMBER SERVIGES

SALES TAX COLLECTION SERVICE

AML offers the ability to collect sales tax on behalf
of members, through a contractual relationship.
Building on the work of ARRSTC, AML's goal is to
remove some of the burden of compliance and
management of local tax collection, offering these
services as a low-cost alternative. Members retain
entire control of rates, exemptions, and overall
governance, while tasking AML with collection and
oversight of sales tax collection and remittance
for the community, with a monthly transfer to the
member of that month's collections. Through this
service, AML legal counsel can also work with the
member to update old sales tax code or make
other adjustments as determined by the member.

Benefits to Members

+ Frees up member staffing resources to focus
on other important duties.

+ Competitive 2.5% fee may represent cost sav-
ings to members when compared to staffing
expenses.

e May result in increased compliance and overall
tax collection.

» Program will be managed by experienced sales
tax professionals with a background in munici-
pal sales tax administration.

Services Provided by AML

* Online filing and remittance portal.

* Processing of physical returns and payments
as needed.

» Business licensing / registration on behalf of
city including issuing renewal notices.
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» Access to online portal for city to view monthly
/ quarterly / annual reported data including:
— Registered sellers.
— Gross sales and exempted sales reported

by businesses.

— Sales tax reported & collected.

« Monthly delinquency notices sent to sellers
who have failed to file and or pay.

* ACH payment to city from AML of amounts
received from sellers, less applicable fees.

Fee Description Fee Amt.

AML Administrative Fee 0.5%
Software Processing & Support Fee 2.0%
Total monthly fee; 2.5%

Implementation— These fees are payable to AML's
3rd party software provider and are one-time costs
specific to implementation. Can be paid by AML
and spread out within monthly fees.

Customization of one tax form $2,000
and workflow

Customization of one licensing $2,000
form and workflow

Fees Breakdown

Operations — These fees will be applied to total
collections, including sales tax, late fees, penalties,
and interest as determined by seller filings pro-
cessed by AML.
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