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ALASKA SELLER

COMMISSION

One Sealaska Plaza, Ste. 302, Juneau, AK 99801

P: (907)790-5300, F: (907)463-5480 www.arsstc.org

Alaska Remote Seller Sales Tax Commission
Board of Directors Meeting
December 17, 2025 10:00 am — 12:00 pm
Virtual via Zoom

Board of Director Attendees:
Scott Bloom, City of Kenai

Libby Bakalar, City of Bethel

Brandi Harbaugh, Kenai Peninsula Borough
Ruth Kostik, City & Borough of Juneau
Lana Metcalf, City of Soldotna

Jacqueline Pritt, City of Wasilla

Ben Sadler, City of Gustavus

Call to order

Approval of the Agenda

Approval of Minutes

a.
b.

10.15.25 Regular Board Meeting (pgs 2-3)
10.23.25 Annual Meeting (pgs 4-6)

Public participation

Official Business

a.

b.
c.
d

T >o@ ot

FY24 Audit Findings / Report from Auditor (pgs 7-33)
Report from Policy Committee Chair (pgs 34-35)
Review & Approval of Interpretation 2025.01 — Subcontractors / Independent Contractors (pgs 36-37)
ARSSTC / Collection Agency Efforts
i. 1C System response to AML RFP (pgs 38-53)
ii. Draft AML Member Service Agreement (pgs 54-57)
iii. Draft revision to ARSSTC / AML Service Agreement (pgs 58-65)
iv. Draft Collections Policy (pgs 66-67)
GovOS (now NEUMO) Upgrade / Contract Planning (pg 68)
Marketplace Facilitator Revisions - Next Steps (pgs 69-70)
Tax Rate / Boundary File Project - Next Steps (pgs 71-72)
2026 Board Meeting Schedule (pg 73)
City of Bethel Seat on Board

6. Comments

7. Adjournment
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ALASKA SELLER
COMMISSION

One Sealaska Plaza, Ste. 302, Juneau, AK 99801

P: (907)790-5300, F: (907)463-5480 www.arsstc.org

Alaska Remote Seller Sales Tax Commission
Board of Directors Meeting Minutes
October 15, 2025 10:00 am - 12:00 pm
Virtual via Zoom

Board of Director Attendees:

Present - Scott Bloom, City of Kenai

Absent - James Chevigny, City of Bethel

Present - Brandi Harbaugh, Kenai Peninsula Borough
Present - Ruth Kostik, City & Borough of Juneau
Present - Lana Metcalf, City of Soldotna

Absent - Jacqueline Pritt, City of Wasilla

Present - Ben Sadler, City of Gustavus

Call to order
a. 10:04 am

Approval of the Agenda
a. Motion to approve by Lana Metcalf; Seconded by Ben Sadler

Approval of Minutes
a. 8.20.25 Regular Board Meeting
i. Motion to approve by Brandi Harbaugh; Seconded by Lana Metcalf

Public participation
a. No public participation

Official Business
a. Review & Approval of Interpretation 2025.01 — Subcontractors / Independent Contractors

e Clinton walked Board through the interpretation. Brandi raised concerns about how this would
impact companies such as Amazon that may hire local delivery drivers or delivery companies.
Wondered if other non-MLM companies would be impacted in this way. Clinton believes Amazon’s
physical presence wouldn’t be impacted; this is mainly for contractors.

e Ruth asked if this would impact marketplace facilitators such as Uber. Believes this would actually
point these types of marketplaces back to the ARSSTC even though the ARSSTC excludes them from
reporting. Brandi stated that specifically defining agent would add clarity to this question.

e Clinton suggested placing an exclusion to marketplaces in the interpretation rather than defining
agents would be a better approach.

e The Board agreed; staff will take back to Policy Committee for work on that front.
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b. ARSSTC / Collection Agency Efforts

Clinton walked through all the packet items and how the items are meeting the Board’s needs from the

last meeting.

e Brandi asked about the possibility of this being a shared service. Clinton explained that this a shared
service to all AML members, explained that these debts are ARSSTC-specific and that members don’t
have any requirement to try and collect from the remote seller for the debt owed. ARSSTC would be
the client / jurisdiction of the AML shared service.

e Brandi concerned about how the uncollected debts are being paid to members; receivables should
be recorded to protect ARSSTC. Clinton stated that uncollected debts are have historically been
small, under $3k. Brandi expressed that as we continue to grow, there will be higher risk to the
ARSSTC. Clinton agreed that we may need to revise our remittance process as things progress.
Depending on the approach, could be problematic for our system. Clinton also clarified that
members will not be charged in additional fees in relation to this program.

e Ben asked if individual jurisdictions policies would need to change; asked if we have policy for how
remittances are paid out to members. Clinton addressed that local policies would not need to
change. Ben asked for clarity on how the fund balance is built-is it from ARSSTC fees. Clinton
confirmed that yes, the fund balance is the ARSSTC's leftover income after expenses.

e Ruth expressed that as assessments grow the debts will grow complicating cash flow and accounting
and collections efforts. Board should consider the remittance process and how / if it should be
changed to deal with assessments. Is there anything in the Uniform Code that outlines who the
collecting entity is. Clinton confirmed that the intent of the ARSSTC was for the Commission to be
the sole collecting entity.

e Brandi needs more time to digest; Overall sentiment is need more time to digest.

e Karl recommended a high S threshold before engaging with attorney due to challenges with the
legal process.

e Clinton asked if next meeting should be in December to address this further.

o Board agreed that Dec 17*" would work.

¢. Annual Meeting Agenda Planning

Clinton walked through the proposed agenda, recognizing it is a full agenda and might be too much for

the time we have alotted. Board approved agenda, with the Annual Member update to the end of the

Annual Meeting.

e Discussion on ARSSTC sponsorship of the AML Tax Conference. Brandi prefers the scholarship
model. Ruth and Lana agreed. Ruth asked for a motion for a sponsorship.

e Motion by Brandifor $1,000 scholarship sponsorship to the AML Tax Conference; Seconded by Ben
Sadler.

6. Adjournment
a. Adjourned at 11:08 am.
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One Sealaska Plaza, Ste. 302, Juneau, AK 99801

P: (907)790-5300, F: (907)463-5480 www.arsstc.org

Alaska Remote Seller Sales Tax Commission
Annual Members Meeting Minutes
October 25, 2025 10:00 am — 11:45 am
Virtual via Zoom / In-person at Hotel Captain Cook, Anchorage

Board of Directors:

Present - Ruth Kostik, City & Borough of Juneau
Present - Lana Metcalf, City of Soldotna
Present - Jacqueline Pritt, City of Wasilla
Present - Ben Sadler, City of Gustavus

Absent - Scott Bloom, City of Kenai

Absent - James Chevigny, City of Bethel
Absent - Brandi Harbaugh, Kenai Peninsula Borough

Call to order / Roll Call

a.
b. ARSSTC Members in Attendance:

Call to order at 10:11 am

Aleknagik, City of
Anchorage, Municipality of
Bethel, City of

Galena, City of

Gustavus, City of

Haines Borough

Houston, City of

Juneau, City and Borough of
Kenai, City of

Kodiak, City of

Napaskiak, City of

Nome, City of

Palmer, City of

Petersburg Borough
Quinhagak, City of
Municipality of Skagway
Soldotna, City of

Toksook Bay, City of
Wasilla, City of

Wrangell, City and Borough of

Yakutat, City and Borough of

Quorum met with 21 members present.
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Approval of the Agenda
a. Motion to approve by Gustavus; Seconded by Bethel

Public participation on Non-Agenda Items
a. No public participation

Official Business
a. Board of Directors Election
The following four candidates received the most votes and were elected to a two-year term:

e Jennifer Anderson — City of Kenai

e Jim Chevigny — City of Bethel

e Ruth Kostik — City & Borough of Juneau
e Julie Liew — City of Kodiak

b. Discussion of Marketplace Facilitator options
Clinton presented slides on expanding Marketplace facilitator reporting with the ARSSTC.

Discussion:

Haines Borough noted AirBnB said centralized would be better for them, but Haines does not think it
would be better for Haines. They are currently able to identify hosts and are getting the sales tax;
they can easily audit hosts. AirBnB does not double check that sales tax is correct. Haines does not
believe like they could audit as well. There is now an Uber driver in Haines, but they can’t register in
Haines with Uber and had to register in Juneau - Juneau is getting the sales tax. They are interested
to learn more about an “opt-in” provision that has been mentioned. AirBnB chose to make presence
in Haines, they should be able to file with Haines.

Clinton noted that ARSSTC would work with AirBnB for audits.

Kodiak noted short-term rentals will register with AirBnB and VRBO. There are situations where
properties are rented via word-of-mouth that do not go through the marketplace platform. How
would the tax be collected on these off-platform transactions? Clinton replied that the approach
would capture the bulk of revenue, leaving time for staff to chase the outliers. The responsibility is
on the host to remit for non-marketplace transactions.

Petersburg brought up zoning and permitting requirements. They are also a small community that
can identify most hosts. They questioned how the tax works with on-road system where guest can
drive to different taxing communities?

Juneau noted that permitting issues will occur either way, they have a separate host registration
process.

Kenai noted ARSSTC provided opportunity for something communities couldn’t do on their own but
have been able to maintain autonomy with sales tax rules. If a community signs on with this, there is
concern about loss of autonomy.
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Skagway commented that they support this. There has been a lot of focus on short-term rentals but
there are lots of other marketplaces out there that are untapped revenue. Allowing ARSSTC to be
point of remittance would allow communities to tap into that revenue.

Toksook Bay said that in their community, the school provides short-term housing. Would this affect
them? Clinton responded it would only if they were operating under AirBnB.

Gustavus noted this additional revenue will immediately start to bring down fees (ARSSTC will meet
the $10 million and $20 million thresholds sooner).

Haines raised concern about forcing physical presence to file remotely. Juneau had many
conversations with AirBnB, which say as a marketplace they do not have physical presence.

Karl Kaufman said that to make these changes, we would need to update code and
intergovernmental agreement.

c. Discussion on Tax Rate / Boundary File Project
Clinton walked through slides presenting information on the proposed project, including benefits to
members.

Discussion

e Wasilla noted they are definitely affected by this, as is Palmer. They spend a lot of time writing letters to
companies and trying to get companies to correct the address taxation.

e Currently AMSTP staff tell the buyer to pursue the company, but they must reach out to each company
individually and that takes a lot of time and energy. Staff tells the business they are responsible for
collecting correctly and must refund the tax collected.

d. Annual Update to ARSSTC members

5. Comments

e Clinton presented a slideshow with annual-based information on ARSSTC program efforts.

a. No additional comments

6. Adjournment
a. Adjourned at11:39am
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MERTZ

CPA & Advisor

Max E. Mertz, CPA
3140 Nowell Avenue
Juneau, Alaska 99801
max@mertzcpa.com
907.957.7131

November 18, 2025

To the Board of Directors
Alaska Remote Seller Sales Tax Commission

| have audited the financial statements of Alaska Remote Seller Sales Tax Commission (the Commission)
as of and for the years ended June 30, 2024 and 2023, and have issued my report thereon dated November
18, 2025. Professional standards require that | advise you of the following matters relating to my audit.

My Responsibility in Relation to the Financial Statement Audit

As communicated in my engagement letter dated May 1, 2024, my responsibility, as described by
professional standards, is to form and express an opinion about whether the financial statements that
have been prepared by management with your oversight are presented fairly, in all material respects, in
accordance with accounting principles generally accepted in the United States of America. My audit of the
financial statements does not relieve you or management of its respective responsibilities.

My responsibility, as prescribed by professional standards, is to plan and perform my audit to obtain
reasonable, rather than absolute, assurance about whether the financial statements are free of material
misstatement. An audit of financial statements includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial
reporting. Accordingly, as part of my audit, | considered the internal control of the Commission solely for
the purpose of determining my audit procedures and not to provide any assurance concerning such
internal control.

I am also responsible for communicating significant matters related to the audit that are, in my
professional judgment, relevant to your responsibilities in overseeing the financial reporting process.
However, | am not required to design procedures for the purpose of identifying other matters to
communicate to you.

Planned Scope and Timing of the Audit

| conducted my audit consistent with the planned scope and timing that | previously communicated to
you.

Compliance with all Ethics Requirements Regarding Independence

| have complied with all relevant ethical requirements regarding independence.

Qualitative Aspects of the Entity’s Significant Accounting Practices

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies. A summary of the
significant accounting policies adopted by the Commission is included in Note 1 to the financial
statements. There have been no initial selection of accounting policies and no changes in significant
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accounting policies or their application during the fiscal year under audit. No matters have come to my
attention that would require me, under professional standards, to inform you about (1) the methods used
to account for significant unusual transactions and (2) the effect of significant accounting policies in
controversial or emerging areas for which there is a lack of authoritative guidance or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are
based on management’s current judgments. Those judgments are normally based on knowledge and
experience about past and current events and assumptions about future events. Certain accounting
estimates are particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ markedly from management’s current
judgments.

Financial Statement Disclosures
The financial statement disclosures are neutral, consistent, and clear.

Significant Difficulties Encountered during the Audit

| encountered no significant difficulties in dealing with management relating to the performance of the
audit.

Uncorrected and Corrected Misstatements

For purposes of this communication, professional standards require me to accumulate all known and likely
misstatements identified during the audit, other than those that | believe are trivial, and communicate
them to the appropriate level of management. Further, professional standards require me to also
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of
transactions, account balances or disclosures, and the financial statements as a whole. In addition,
professional standards require me to communicate to you all material, corrected misstatements that were
brought to the attention of management as a result of my audit procedures. The following material
misstatements that we identified as a result of our audit procedures were brought to the attention of,
and corrected by, management. There were no uncorrected misstatements:

Disagreements with Management

For purposes of this communication, professional standards require me to accumulate all known and likely
misstatements identified during the audit, other than those that | believe are trivial, and communicate them
to the appropriate level of management. Further, professional standards require me to also communicate the
effect of uncorrected misstatements related to prior periods on the relevant classes of transactions, account
balances or disclosures, and the financial statements as a whole. In addition, professional standards require
me to communicate to you all material, corrected misstatements that were brought to the attention of
management as a result of my audit procedures. | identified no such adjustments.

Representations Requested from Management

| have requested certain written representations from management, which are included in the attached
letter.
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Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed me that, and to my knowledge, there were no consultations with other
accountants regarding auditing and accounting matters.

Other Significant Matters, Findings or Issues

In the normal course of my professional association with the Commission, | generally discuss a variety of
matters, including the application of accounting principles and auditing standards, operating conditions
affecting the entity, and operating plans and strategies that may affect the risks of material misstatement.
None of the matters discussed resulted in a condition to my retention as the Commission ’s auditor.

The following finding was identified during the course of my audit:

Significant Deficiency in Internal Control — Recording Sales tax Activity

In planning and performing my audit of the basic financial statements of the Commission as of and for
the year ended June 30, 2024 and 2023, in accordance with auditing standards generally accepted in
the United States of America, | considered the Commission’s internal control over financial reporting as
a basis for designing audit procedures that are appropriate in the circumstances for the purpose of
expressing my opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Commission’s internal control. Accordingly, | do not express an opinion on
the effectiveness of the Commission’s internal control over financial reporting.

My consideration of internal control was for the limited purpose described in the preceding paragraph
and was not designed to identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses and therefore, significant deficiencies or material weaknesses may exist that
have not been identified. However, as discussed below, | identified certain deficiencies in internal
control that | consider to be a significant deficiency.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies in internal control over financial reporting, such that there is a reasonable
possibility that a material misstatement of the entity’s financial statements will not be prevented or
detected and corrected on a timely basis. A reasonable possibility exists when the likelihood of an event
occurring is either reasonably possible or probable as defined as follows:

e Reasonably possible - The chance of the future event or events occurring is more than remote but
less than likely.
e Probable - The future event or events are likely to occur.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over financial
reporting that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. | consider the following deficiency in the Commission’s internal control to be
a significant deficiency:

For fiscal year 2024, management did not complete the recording of transactions related to sales tax
activity in the accounting records of the Commission until October 2025, and bank accounts were not
reconciled in some cases for several months after the bank statements were issued by the banks.
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The Commission’s operations staff has established monthly processes for tracking and monitoring sales
tax activity to ensure that proper sales taxes are reported by and collected from merchants, related fees
for services providers are accurately calculated, and resulting sales taxes are remitted, net of fees, to
member governments. This includes reconciling sales tax activity to the Commission’s merchant sales
tax portal, GovOS, to the activity reported by the Commission’s banks. However, management did not
accurately or timely record this activity in the accounting records of the Commission.

To resolve this matter, management should establish accounting processes to timely and accurately
record sales tax activity of the Commission. Management should reconcile the bank accounts timely,
and timely record sales tax activity tracked by the Commission’s operations staff in the Commission’s
accounting records.

The significant deficiency described above is not considered to be a material weakness.

Internal Control and Other Matters

| identified certain matters involving internal controls and other operational matters in addition to the
material weakness identified above that are presented for your consideration. | will review the status of
these comments during my next audit engagement. My comments and recommendations, all of which
have been discussed with appropriate members of management, are intended to improve the internal
control or result in other operating efficiencies.

Other Internal Control Matters Noted During the Current Audit

No matters noted in the current audit beyond the finding presented above.

Other Internal Control Matters Noted During the Prior Audit and Their Current Status

Regular Reconciliation of Accounting Records to GovOS Information
Prior Year Recommendation: In prior year, | recommended that the Commission reconcile its accounting
records to GovOS on a routine basis.

Status: Commission staff has implemented a robust reconciliation process of sales tax activity in GovOS
which is carried out timely on a monthly basis; however, during the fiscal year, the Commission did not
reconcile the accounting records to GovOS sales tax data. As a result, the accounting records did not
contain a complete and accurate reflection of financial activity during the year. See also finding above.

Develop Procedures and Controls Manual
Prior Year Recommendation: In prior year, | recommended management develop an accounting
procedures and controls manual over the coming fiscal year.

Status: This matter is not resolved. A manual has not yet been developed.

This report is intended solely for the information and use of the Board of Directors and management of
Alaska Remote Seller Sales Tax Commission and is not intended to be and should not be used by anyone
other than these specified parties.

Sincerely,

=

4
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November 18, 2025

Max E. Mertz, CPA
3140 Nowell Ave.
Juneau, Alaska 99801

This representation letter is provided in connection with your audit of the financial statements of Alaska
Remote Seller Sales Tax Commission (the Commission), which comprise the statement of financial position
as of June 30, 2024 and 2023, and the related statements of revenues, expenses and changes in net
position, functional expenses and cash flows for the years then ended, and the related notes to the
financial statements, for the purpose of expressing an opinion on whether the financial statements are
presented fairly, in all material respects, in accordance with accounting principles generally accepted in
the United States of America (U.S. GAAP).

Certain representations in this letter are described as being limited to matters that are material. Items are
considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

Certain representations in this letter are described as being limited to matters that are material. Items are
considered material, regardless of size, if they involve an omission or misstatement of accounting
information that, in the light of surrounding circumstances, makes it probable that the judgment of a
reasonable person relying on the information would be changed or influenced by the omission or
misstatement.

We confirm that to the best of our knowledge and belief, having made such inquiries as we considered
necessary for the purpose of appropriately informing ourselves as of the date of this letter:

Financial Statements

e  We have fulfilled our responsibilities, as set out in the terms of the audit engagement dated May
1, 2024, for the preparation and fair presentation of the financial statements in accordance with
U.S. GAAP.

e We acknowledge our responsibility for the design, implementation, and maintenance of internal
control relevant to the preparation and fair presentation of financial statements that are free
from material misstatement, whether due to fraud or error.

e We acknowledge our responsibility for the design, implementation, and maintenance of internal
control to prevent and detect fraud.

e With regard to non-audit services performed by you, we acknowledge our responsibility to:

- Assume all management responsibilities;

- Oversee the services by designating an individual who possesses suitable skill, knowledge, or
experience;

- Evaluate the adequacy and results of the services performed; and
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- Accept responsibility for the results of the services

e We acknowledge our responsibility for compliance with the laws, regulations, and provisions of
contracts and grant agreements.

e We have reviewed, approved, and taken responsibility for the financial statements and related
notes.

e We have a process to track the status of audit findings and recommendations.

e We have identified and communicated to you all previous audits, attestation engagements, and
other studies related to the audit objectives and whether related recommendations have been
implemented.

e Significant assumptions used by us in making accounting estimates, including those measured at
fair value, are reasonable.

e Related party relationships and transactions have been appropriately accounted for and disclosed
in accordance with the requirements of U.S. GAAP.

e All events subsequent to the date of the financial statements and for which U.S. GAAP requires
adjustment or disclosure have been adjusted or disclosed.

o The effects of all known actual or possible litigation and claims have been accounted for and
disclosed in accordance with U.S. GAAP.

o All activities are properly classified.

e All components of net position, are properly classified and, if applicable, approved.

e Our policy regarding whether to first apply restricted or unrestricted resources when an expense
is incurred for purposes for which both restricted and unrestricted net position/fund balance are
available is appropriately disclosed and net position/fund balance is properly recognized under
the policy.

e All revenues within the statement of revenues, expenses and changes in net position have been
properly classified as program revenues, general revenues, contributions to term or permanent
endowments, or contributions to permanent fund principal.

o All expenses have been properly classified in or allocated to functions and programs in the
statement of activities, and allocations, if any, have been made on a reasonable basis.

e There are no interfund and intra-entity transactions and balances.

e There are no special items and extraordinary items to be classified and reported.

e Deposit risks have been properly and fully disclosed.

e All required supplementary information is measured and presented within the prescribed
guidelines.

e With regard to investments and other instruments reported at fair value:

— The underlying assumptions are reasonable and they appropriately reflect management’s
intent and ability to carry out its stated courses of action.

— The measurement methods and related assumptions used in determining fair value are
appropriate in the circumstances and have been consistently applied.

— The disclosures related to fair values are complete, adequate, and in accordance with U.S.
GAAP.

e There are no subsequent events that require adjustments to the fair value measurements and
disclosures included in the financial statements.

Information Provided
e We have provided you with:
- Access to all information, of which we are aware that is relevant to the preparation and fair
presentation of the financial statements, such as records, documentation, and other matters;
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- Additional information that you have requested from us for the purpose of the audit; and

- Unrestricted access to persons within the entity from whom you determined it necessary to
obtain audit evidence.

All transactions have been recorded in the accounting records and are reflected in the financial

statements.

We have disclosed to you the results of our assessment of the risk that the financial statements

may be materially misstated as a result of fraud.

We have no knowledge of any fraud or suspected fraud that affects the entity and involves:

- Management;

- Employees who have significant roles in internal control; or

- Others when the fraud could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud, or suspected fraud, affecting the entity’s

financial statements communicated by employees, former employees, analysts, regulators, or

others.

We have no knowledge of any noncompliance or suspected noncompliance with laws,

regulations, contracts, and grant agreements whose effects should be considered when preparing

financial statements.

We have disclosed to you all known actual or possible litigation, claims, and assessments whose

effects should be considered when preparing the financial statements.

We have disclosed to you the identity of the entity’s related parties and all the related party

relationships and transactions of which we are aware.

We have disclosed to you all guarantees, whether written or oral, under which the Commission is

contingently liable.

We have no nonexchange financial guarantees, under which we are obligated and have declared

liabilities and disclosed properly in accordance with GASB Statement No. 70, Accounting and

Financial Reporting for Nonexchange Financial Guarantees, for those guarantees where it is more

likely than not that the entity will make a payment on any guarantee.

We have disclosed to you all significant estimates and material concentrations known to

management that are required to be disclosed in accordance with GASB Statement No. 62 (GASB-

62), Codification of Accounting and Financial Reporting Guidance Contained in Pre-November 30,

1989 FASB and AICPA Pronouncements. Significant estimates are estimates at the balance sheet

date that could change materially within the next year. Concentrations refer to volumes of

business, revenues, available sources of supply, or markets or geographic areas for which events
could occur that would significantly disrupt normal finances within the next year.

We have identified and disclosed to you the laws, regulations, and provisions of contracts and

grant agreements that could have a direct and material effect on financial statement amounts,

including legal and contractual provisions for reporting specific activities in separate funds.

There are no:

— Violations or possible violations of laws or regulations, or provisions of contracts or grant
agreements whose effects should be considered for disclosure in the financial statements or
as a basis for recording a loss contingency, including applicable budget laws and regulations.

— We believe there are no unasserted claims or assessments and have not consulted with an
attorney on any such matters.
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— Other liabilities or gain or loss contingencies that are required to be accrued or disclosed by
GASB-62.
e We have complied with all aspects of contractual agreements that would have a material effect
on the financial statements in the event of noncompliance.

Supplementary Information in Relation to the Financial Statements as a Whole

With respect to the Supplemental Schedules of Taxes Collected and Remitted accompanying the

financial statements:

e We acknowledge our responsibility for the presentation of the Supplemental Schedules of Taxes
Collected and Remitted in accordance with accounting principles generally accepted in the
United States of America.

e We believe the Supplemental Schedules of Taxes Collected and Remitted, including its form and
content, is fairly presented in accordance with accounting principles generally accepted in the
United States of America.

e The methods of measurement or presentation have not changed from those used in the prior
period.

Required Supplementary Information
We have elected to omit the Management’s Discussion and Analysis accompanying the financial
statements.

7 VAN

Nils Andreassen, ‘Executive Director
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MERTZ

CPA & Advisor

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors of Alaska Remote Seller Sales Tax Commission
Juneau, Alaska

Report on the Audit of the Financial Statements
Opinion

| have audited the accompanying financial statements of the Alaska Remote Seller Sales Tax Commission
(the Commission), as of and for the years ended June 30, 2024 and 2023, and the related notes to the
financial statements, which collectively comprise the basic financial statements as listed in the table of
contents.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Commission as of June 30, 2024 and 2023, and the changes in net
assets and cash flows for the years then ended, in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinion

| conducted my audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). My responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of my report. | am required to be
independent of the Commission and to meet my other ethical responsibilities, in accordance with the
relevant ethical requirements relating to my audits. | believe that the audit evidence | have obtained is
sufficient and appropriate to provide a basis for my audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the financial statements, management is required to evaluate whether there are conditions

or events, considered in the aggregate, that raise substantial doubt about Alaska Public Entity Insurance’s
ability to continue as a going concern for one year after the date that the financial statements are issued.

Max E. Mertz, CPA, 3140 Nowell Ave., Juneau, AK 99801
907.957.7131, max@mertzcpa.com
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Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes my opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control. Misstatements are considered material
if there is a substantial likelihood that, individually or in the aggregate, they would influence the judgment
made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, I:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Commission’s internal control. Accordingly, no such opinion is
expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in my judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about the Commission’s ability to continue as a going concern for a
reasonable period of time.

| am required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related
matters that | identified during the audit.

Required Supplementary Information

Management has omitted the Management Discussion and Analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. My opinion on the basic financial statements is not affected by this missing information.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Commission’s basic financial statements. The Supplemental Schedules of Taxes Collected
and Remitted on pages 13 and 14 are presented for purposes of additional analysis and is not a required
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part of the basic financial statements. The Schedules have not been subjected to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, | do not express an opinion or
provide any assurance on them.

ot /4

November 18, 2024
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ALASKA REMOTE SELLER SALES TAX COMMISSION
STATEMENTS OF NET POSITION
June 30, 2024 and 2023

2024 2023
ASSETS
CURRENT ASSETS
Cash and cash equivalents S 2,668,357 S 2,521,919
Sales tax receivable 2,787,875 2,556,550
Prepaid expenses 340 4,314
Total Current Assets 5,456,572 5,082,783
Total Assets 5,456,572 5,082,783
LIABILITIES
CURRENT LIABILITIES
Sales tax payable to members 4,679,206 4,149,855
Accounts payable - Alaska Municipal League 49,720 61,257
Service fees payable 514,684 454,037
Excess net position payable to members - 340,000
Tax refunds payable 2,847 1,896
Total Current Liabilities 5,246,457 5,007,045
Total Liabilities 5,246,457 5,007,045
NET POSITION S 210,115 S 75,738
The accompanying notes to financial statements are an integral part of these statements. 4

Page 21 of 74



Page 22 of 74

ALASKA REMOTE SELLER SALES TAX COMMISSION
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Years Ending June 30, 2024 and 2023

2024 2023

OPERATING REVENUES

Commission and other fees S 744,251 S 604,141
Interest income 74,371 32,849
Total Operating Revenues 818,622 636,990
OPERATING EXPENSES

Operating expenses - Alaska Municipal League 597,455 458,841
Merchant services and other fees 86,790 19,314
Excess net position remitted to members - 340,000
Total Operating Expenses 684,245 818,155
Change in Net Position 134,377 (181,165)
Net Position, beginning of year 75,738 256,903
Net Position, end of year S 210,115 S 75,738

The accompanying notes to financial statements are an integral part of these statements. 5
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ALASKA REMOTE SELLER SALES TAX COMMISSION
STATEMENTS OF CASH FLOWS
For the Years Ending June 30, 2024 and 2023

2024 2023

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from sales tax filers S 27,615977 § 22,831,322
Sales tax paid to municipalities (24,175,077) (19,054,249)
Cash paid to service providers and other (3,294,462) (2,919,896)
Net Cash Provided by Operating Activities 146,438 857,177
Increase in Cash and Cash Equivalents 146,438 857,177
Cash and Cash Equivalents, Beginning of Year 2,521,919 1,664,742
Cash and Cash Equivalents, End of Year S 2,668,357 § 2,521,919

RECONCILIATION OF THE CHANGE IN NET POSITION TO NET CASH
PROVIDED BY OPERATING ACTIVITIES
Change in net position S 134,377 S (181,165)
Adjustments to reconcile change in net position from
operations to net cash provided by operating activities:
(Increase) decrease in assets:

Sales tax receivable (231,325) (735,687)
Prepaid expenses 3,974 (638)
Increase (decrease) in liabilities:
Accounts payable and other current liabilities (10,586) (17,125)
Service fees payable 60,647 53,070
Excess net position payable to members (340,000) 340,000
Sales tax payable to members 529,351 1,398,722
Net Cash Provided by Operating Activities S 146,438 S 857,177

The accompanying notes to financial statements are an integral part of these statements. 6
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ALASKA REMOTE SELLER SALES TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS

For the Years Ended June 30, 2024, and 2023

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
Alaska Remote Seller Sales Tax Commission (the Commission) is an intergovernmental entity in the State

of Alaska with a membership comprised of municipalities in the State of Alaska who have signed an
intergovernmental agreement to become members. To obtain and retain full membership, the legislative
body of an Alaska municipality must submit either an Ordinance or Resolution authorizing the Alaska
Intergovernmental Remote Sellers Sales Tax Agreement. The Commission has developed a Remote Seller
Sales Tax Code, which members must also adopt.

The Commission’s mission is to provide governance over a streamlined, single-level administration of sales
tax collection and remittance. The Commission was formed by the Alaska Municipal League (the League)
on November 18, 2019 in response to a Supreme Court decision that allowed for states across the U.S. to
set up processes to start collecting sales tax from online and other remote retailers. Since Alaska does
not have a state sales tax, the Commission’s formation was necessary in order to give merchants a single-
point sales tax filing location for the State of Alaska. As of June 30, 2024 and 2023, 47 and 45
municipalities, respectively, had joined the ARSSTC.

ARSSTC has a board of directors and governance structure apart from the League.

Basis of Presentation

The financial statements of the Commission have been prepared in accordance with accounting principles
generally accepted in the United States (GAAP) as applied to governmental units. The Governmental
Accounting Standards Board (GASB) is the standard-setting body for governmental accounting and
financial reporting. The GASB periodically updates its codification of the existing Governmental
Accounting and Financial Reporting standards which, along with subsequent GASB pronouncements
(Statements and Interpretations) constitute GAAP for governmental units. The more significant of these
accounting policies are described below.

Fund Accounting

The Commission is accounted for on a flow of economic resources measurement focus and considered to
be an enterprise fund for financial reporting purposes with revenues recognized when earned and
expenses when incurred.

Basis of Accounting
The financial statements of the Commission have been prepared on the accrual basis of accounting and
accordingly reflect all significant receivables, payables, and other liabilities.

Cash and Cash Equivalents
For financial statement purposes, the Commission considers all cash, checking accounts and money
market funds to be cash and cash equivalents.

7
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ALASKA REMOTE SELLER SALES TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS

Sales Tax Receivable

Sales tax receivable consists principally of sales tax amounts reported and remitted in the month
subsequent to the month in which the sales tax is collected by merchants. Sales tax receivable are
considered collectible, therefore, no allowance for uncollectible accounts has been provided.

Sales Tax Payable to Members
Sales tax payable to members consists principally of sales tax amounts due to members for amounts
reported and remitted subsequent to the two months in which the sales tax is collected by merchants.

Sales Tax Pass-Thru Treatment

Sales taxes collected or due from merchants is owned by the Commission’s members, and are therefore
not reflected as revenues to the Commission. Accordingly, sales tax amounts received or receivable from
merchants are recorded as payable to members when the sales taxes received or receivable are
recognized by the Commission. Service fees are deducted from amounts paid to members.

Income Taxes
The Commission’s income is non-taxable under Section 115 of the Internal Revenue Code.

Net Position

Net position represents the difference between assets and liabilities. Net position is reported as restricted
when there are limitations imposed on its use through external restriction by creditors, grantors or laws
or regulations of other governments.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Commission Fee Revenue

Commission fee revenue is recognized on an accrual basis. The Commission assesses a fee for its sales tax
collection and remittance services. The fee was 3.0% effective for fiscal year 2022, which was reduced to
2.25%, effective January 1, 2022, and was in place throughout the fiscal year ended June 30, 2024. Fees
are assessed on a monthly basis and are reduced from sales tax amounts remitted to members.

Operating Expenses

The Commission entered into a Memorandum of Understanding (MOU) with the League dated January
21, 2020 to receive support from the League to carry out its activities. The contract has an initial term of
three years, with renewal for successive terms by mutual agreement between the League and the
Commission. Management anticipates extending the term for an additional three years in fiscal year 2023.
The League provides support to the Commission’s board for its meetings and member activities, manages
agreements with service providers, organizes the provision of legal support and manages day-to-day
operations of the commission, including necessary staffing. For these services, the Commission pays the
League direct expenses incurred by the League plus 8% along with merchant fees incurred for overhead.
See Note 3.

8
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ALASKA REMOTE SELLER SALES TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS

The League has entered into contracts with third-party service providers who provide services which
support the Commissions online tax filing service as further described in Note 4.

Subsequent Events
The Commission has evaluated subsequent events through the date of the Independent Auditor’s Report,
which is commensurate with the date the financial statements were available to be issued.

Reclassification
Certain prior year balances have been reclassified to conform to the current year statements.

NOTE 2 — CASH AND CASH EQUIVALENTS

Cash and cash equivalents include deposits in checking and savings accounts, and amounts placed with
the Alaska Municipal League Investment Pool (AMLIP). The Commission has concentrated its credit risk
for cash by maintaining deposits in financial institutions, which may at times exceed amounts covered by
insurance provided by the United States Federal Deposit Insurance Corporation (FDIC). The Commission
has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk
to cash. The Commission does not have a deposit policy related to custodial credit risk.

The Commission’s AMLIP account totaled $1,519,607 and $1,946,657 at June 30, 2024 and 2023,
respectively, and is considered to be an external investment pool. Regulatory oversight of AMLIP is
established by Alaska State Statute 37.23, which sets forth the requirements regarding authorized
investments and reporting. The Commission’s share of AMLIP is determined by the net asset value per
share of AMLIP’s underlying portfolio. As of June 30, 2024 and 2023, the fair value of the Commission’s
position in the pool approximated the value of the Commission’s shares. AMLIP is rated AAAm by
Standard & Poor’s. AMLIP’s statutory oversight requires, among numerous other provisions, that
investments be only in securities rated “A” or better by at least two nationally recognized ratings services.

NOTE 3 — RELATED PARTY TRANSACTIONS

Alaska Municipal League
The League provides services to the Commission to support the Commission’s activities under an MOU
further described in Note 1.

A summary of the Commission’s operating expenses billed by the League for the year ended June 30
follows:

2024 2023
Personnel 522,547 368,934
Insurance 10,336 12,491
Munirev software modifications 525 0
Professional Services 15,213 37,636
Governance/Travel 2,599 4,981
Indirect expenses 46,235 34,799
Totals S 597,455 S 458,841

9
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ALASKA REMOTE SELLER SALES TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS
NOTE 4 — SALES TAX PORTAL AND DATABASE AGREEMENTS

The Commission has entered into two agreements with third-party providers for access to an online portal
and database. The first Agreement provides access to a portal in which businesses file remote sales tax
returns and remit related payments. The portal also contains inquiry and reconciliation features to enable
the Commission management to carry out financial reporting and accounting functions. Payments to the
portal provider are fully variable and based on total revenue collected through the portal each calendar
year at the rate of 12% of the first $10 million of total revenue collected, 8% of total revenues collected
between $10 and $20 million, and 4% of total revenues collected over $20 million. Fees are netted from
sales tax amounts remitted to members. During the fiscal years ended June 30, 2024 and 2023, the
Commission paid $2,385,014 and $2,298,795 under the Agreement. The Agreement expires on December
31, 2030.

The second Agreement provides a license for access to an online database containing sales and use tax
rates, jurisdictional boundaries, product taxability, and exemptions in the state of Alaska. Payments under
the license agreement are based on total sales tax calculated using the database information in any given
calendar year at the rate of 1.25% of the first $10 million of tax calculated, 1% of tax calculated between
$10 and $20 million, and .75% of tax calculated over $20 million. Fees are netted from sales tax amounts
remitted to members. The Agreement expired on December 6, 2022, but was extended for one year to
December 5, 2023. Effective, January 1, 2024, a new agreement was executed which calls for future
automatic annual renewals until terminated by either party. Under the terms of the new agreement, fees
are billed on a sliding scale based on the amount of tax calculated during the subscription term and subject
to a 5% annual increase. For up to $25 million in sales tax calculated, fees are $375,000 per year, billed
monthly. Up to $30 million, fees are $400,000 per year. Up to $35 million, fees are $425,000 per year.
Up to $40 million, fees are $445,000 per year. Sales tax calculated above $40 million will be determined
in good faith of both parties. For the fiscal years ended June 30, 2024 and 2023, the threshold used was
the initial fee range up to $25 million, and during the fiscal years ended June 30, 2024 and 2023, the
Commission paid $352,658 and $262,295, respectively, under the Agreement.

NOTE 5 - NEW ACCOUNTING PRONOUNCEMENTS

The Governmental Accounting Standards Board has issued several new accounting standards with
upcoming implementation dates. The following new standards were implemented by the Commission
during

the current fiscal year:

GASB 101 - Compensated Absences — Effective for fiscal year 2025 (“fiscal years beginning after
December 15, 2023”), the objective of this Statement is to better meet the information needs of
financial statement users by updating the recognition and measurement guidance for compensated
absences. The implementation of this standard did not impact the financial statements.

GASB 102 — Certain Risk Disclosures -- Effective for fiscal year 2025 (“fiscal years beginning after June
15, 2024”), the objective of this Statement requires a government to assess whether a concentration or
constraint makes the primary government reporting unit or other reporting units that report a liability
for revenue debt vulnerable to the risk of a substantial impact. Additionally, this Statement requires a

10
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ALASKA REMOTE SELLER SALES TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS

government to assess whether an event or events associated with a concentration or constraint that
could cause the substantial impact have occurred, have begun to occur, or are more likely than not to
begin to occur within 12 months of the date the financial statements are issued. If a government
determines that those criteria for disclosure have been met for a concentration or constraint, it should
disclose information in notes to financial statements in sufficient detail to enable users of financial
statements to understand the nature of the circumstances disclosed and the government’s vulnerability
to the risk of a substantial impact. The implementation of this standard did not impact the financial
statements.

The following standards are required to be implemented in coming financial reporting periods.
Management has not fully evaluated the potential effects of these statements.

GASB 103 -- Financial Reporting Model Improvements -- Effective for fiscal year 2026 (“fiscal years
beginning after June 15, 2025”) the objective of this Statement is to improve key components of the
financial reporting model to enhance its effectiveness in providing information that is essential for
decision making and assessing a government’s accountability. This Statement also addresses certain
application issues. The Statement addresses changes to the Management’s Discussion and Analysis,
presentation of unusual and infrequent items, changes in the presentation of proprietary fund
statements, and changes in presentation for major component and budgetary comparison information.

GASB 104 — Disclosure of Certain Capital Assets -- Effective for fiscal year 2026 (“fiscal years beginning
after June 15, 2025”) this Statement requires certain types of capital assets (leased assets, intangible
right-to-use assets, and certain partnership and availability payment arrangements) to be disclosed
separately in the capital assets note disclosures required by Statement 34. This Statement also requires
additional disclosures for capital assets held for sale.

11
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SUPPLEMENTARY INFORMATION
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ALASKA REMOTE SELLER SALES TAX COMMISSION

SUPPLEMENTAL SCHEDULE OF TAXES COLLECTED AND REMITTED

For the Year Ended June 30, 2024

Page 30 of 74

Commission
Discounts, Taxes and Provider Taxes
Net Taxable Penalties and Collected and Fees Remitted and
Gross Sales Exemptions Sales Adjustments, net Receivable Withheld Payable

Adak S 6,518,899 S  (5460,769) S 1,058,130 $ 903 S 43,228 S (5,119) $ 38,109
Aleknagik 2,610,971 (1,913,651) 697,320 766 35,632 (4,405) 31,227
Anchorage Alcoholic Bev Tax 236,809 - 236,809 280 12,120 (1,329) 10,791
Aniak 5,804,585 (4,557,584) 1,247,001 128 25,068 (2,808) 22,260
Bethel (sales & Alcohol tax) 33,707,499 (18,075,301) 15,632,198 13,061 1,068,493 (127,364) 941,129
Cordova 14,194,045 (6,685,149) 7,508,896 1,763 482,885 (58,951) 423,934
Craig (sales & alcohol tax) 8,783,090 (2,648,634) 6,134,456 818 307,540 (37,133) 270,407
Dillingham (sales & Alcohol tax) 13,951,582 (5,383,602) 8,567,980 2,237 519,000 (62,835) 456,165
Galena (sales & Alcohol tax) 2,985,703 (1,930,076) 1,055,627 218 31,052 (3,787) 27,265
Gustavus 4,359,929 (1,394,457) 2,965,472 205 87,420 (9,909) 77,511
Haines (All) 17,793,968 (8,795,757) 8,998,211 4,429 449,105 (54,844) 394,261
Homer 36,418,779 (16,059,865) 20,358,914 5,068 973,816 (119,146) 854,670
Houston 4,648,170 (2,867,978) 1,780,192 169 35,089 (4,275) 30,814
Juneau (sales & alcohol tax) 303,419,268 (196,804,566) 106,614,702 32,046 5,080,723 (615,884) 4,464,839
Kenai 41,005,870 (17,278,788) 23,727,082 3,983 698,557 (85,019) 613,538
Kenai Peninsula 296,440,860 (158,037,530) 138,403,330 25,645 4,085,916 (497,024) 3,588,892
Ketchikan Gateway (all 3) 150,204,811 (77,995,548) 72,209,263 20,952 2,376,250 (289,470) 2,086,780
Kodiak 45,155,965 (24,211,058) 20,944,907 8,230 1,473,321 (178,986) 1,294,335
Kotzebue (sales & alcohol tax) 12,342,499 (5,898,205) 6,444,294 2,143 356,271 (37,498) 318,773
Mtn Village 1,232,661 (286,605) 946,056 830 29,212 (3,610) 25,602
Nenana 2,860,038 (1,892,009) 968,029 233 38,956 (4,854) 34,102
Nome 22,834,059 (10,131,178) 12,702,881 3,163 638,384 (76,541) 561,843
North Pole (sales & alcohol tax) 33,722,678 (18,540,613) 15,182,065 7,355 842,345 (103,311) 739,034
Old Harbor 349,094 (51,231) 297,863 44 8,980 (1,101) 7,879
Ouzinkie 329,246 (84,505) 244,741 68 14,728 (1,850) 12,878
Palmer 106,103,407 (64,839,770) 41,263,637 10,275 1,248,167 (152,402) 1,095,765
Pelican 627,639 (209,333) 418,306 26 16,759 (2,045) 14,714
Petersburg 22,205,580 (13,152,469) 9,053,111 1,990 542,255 (65,712) 476,543
Quinhagak 1,562,341 (795,035) 767,306 171 23,190 (2,771) 20,419
Saint Paul 1,157,218 (297,561) 859,657 85 30,173 (3,606) 26,567
Selawik 4,114,181 (3,117,791) 996,390 350 63,861 (7,312) 56,549
Seldovia 2,127,071 (384,653) 1,742,418 153 76,961 (9,175) 67,786
Seward 15,628,302 (5,801,600) 9,826,702 1,609 385,989 (46,998) 338,991
Shungnak 489,847 (176,001) 313,846 21 6,174 (749) 5,425
Sitka 69,665,062 (40,181,215) 29,483,847 12,833 1,542,351 (187,645) 1,354,706
Skagway 2,624,484 (436,879) 2,187,605 138 98,756 (12,744) 86,012
Soldotna 108,286,409 (81,296,560) 26,989,849 4,696 794,149 (96,953) 697,196
Tenakee 503,540 (160,521) 343,019 18 6,812 (815) 5,997
Thorne Bay 2,412,016 (650,242) 1,761,774 300 106,007 (12,900) 93,107
Togiak 1,004,488 (302,885) 701,603 89 14,122 (1,728) 12,394
Toksook Bay 1,464,530 (602,783) 861,747 172 17,408 (2,057) 15,351
Unalakleet 3,390,109 (2,044,479) 1,345,630 551 67,833 (8,135) 59,698
Unalaska 17,549,968 (7,027,100) 10,522,868 1,104 316,774 (38,860) 277,914
Wasilla 117,442,684 (57,907,040) 59,535,644 10,670 1,480,251 (181,270) 1,298,981
White Mountain 1,370,239 (243,374) 1,126,865 43 11,312 (1,557) 9,755
Wrangell 12,070,996 (5,821,093) 6,249,903 2,218 439,707 (54,122) 385,585
Yakutat 2,681,986 (615,731) 2,066,255 425 99,947 (12,157) 87,790
Total Operating Revenues $ 1,556,393,175 $ (873,048,774) $ 683,344,401 $ 182,673  $ 27,103,049 $ (3,288,766) $ 23,814,283

See independent auditor's report.

Page 30 of 74

13



ALASKA REMOTE SELLER SALES TAX COMMISSION

SUPPLEMENTAL SCHEDULE OF TAXES COLLECTED AND REMITTED

For the Year Ended June 30, 2023

Page 31 of 74

Commission

Taxes and Provider Taxes
Net Taxable Collected and Fees Remitted and
Gross Sales Exemptions Sales Receivable Withheld Payable

City of Adak S 6,960,109 $ (6,197,310) $ 762,799 S 30,861 S (4,011) S 26,850
City of Aleknagik 1,485,935 (1,024,834) 461,101 23,139 (2,937) 20,202
Anchorage Alcoholic Beverage Tax 410,558 - 410,558 20,665 (2,558) 18,107
City of Aniak 1,578,527 (681,264) 897,263 18,068 (2,344) 15,724
City of Bethel (sales & Alcohol tax) 24,601,181 (10,714,802) 13,886,379 873,336 (114,255) 759,081
City of Cordova 9,878,186 (3,041,556) 6,836,630 411,451 (53,223) 358,228
City of Craig (sales & alcohol tax) 9,215,155 (3,890,872) 5,324,283 267,568 (34,675) 232,893
City of Dillingham (sales & Alcohol tax) 13,361,305 (5,012,171) 8,349,134 501,802 (65,377) 436,425
City of Galena (sales & Alcohol tax) 1,210,070 (645,203) 564,867 16,757 (2,432) 14,325
City of Gustavus 3,415,598 (739,867) 2,675,731 79,119 (10,132) 68,987
Haines Borough (All) 20,880,517 (12,316,764) 8,563,753 429,576 (57,030) 372,546
City of Homer 26,176,951 (7,155,992) 19,020,959 909,774 (119,783) 789,991
City of Houston 5,336,928 (3,562,269) 1,774,659 35,017 (4,613) 30,404
City and Borough of Juneau (sales & alcohol tax) 156,391,707 (69,756,614) 86,635,093 4,124,621 (538,232) 3,586,389
City of Kenai 37,134,291 (16,407,013) 20,727,278 610,112 (79,569) 530,543
Kenai Peninsula Borough 200,813,528 (82,614,573) 118,198,955 3,483,254 (454,108) 3,029,146
City of Ketchikan 50,198,320 (24,080,644) 26,117,676 1,156,069 (150,030) 1,006,039
Ketchikan Gateway Borough 64,401,111 (28,290,982) 36,110,129 905,323 (117,866) 787,457
City of Kodiak 38,599,929 (19,071,880) 19,528,049 1,372,478 (179,298) 1,193,180
City of Kotzebue (sales & alcohol tax) 8,920,134 (3,443,450) 5,476,684 318,789 (40,776) 278,013
City of Mountain Village 1,044,005 (147,535) 896,470 27,006 (3,542) 23,464
City of Nenana 2,233,062 (1,393,561) 839,501 33,616 (4,408) 29,208
City of Nome 19,423,203 (7,059,525) 12,363,678 622,810 (80,618) 542,192
City of North Pole (sales & alcohol tax) 27,769,693 (14,831,164) 12,938,529 714,171 (93,719) 620,452
City of Ouzinkie 512,390 (200,620) 311,770 18,664 (2,348) 16,316
City of Palmer 73,930,789 (40,087,516) 33,843,273 1,019,088 (134,264) 884,824
City of Pelican 341,488 (37,072) 304,416 12,294 (1,608) 10,686
Petersburg Borough 13,312,377 (5,336,094) 7,976,283 480,244 (62,275) 417,969
City of Quinhagak 1,108,246 (89,629) 1,018,617 31,140 (4,049) 27,091
City of Saint Paul 1,154,186 (209,200) 944,986 33,500 (4,357) 29,143
City of Saxman 1,071,790 (544,639) 527,151 21,114 (2,884) 18,230
City of Selawik 2,473,876 (1,581,575) 892,301 57,109 (7,348) 49,761
City of Seldovia 1,934,579 (245,263) 1,689,316 71,257 (8,890) 62,367
City of Seward 14,921,968 (6,153,901) 8,768,067 343,907 (44,699) 299,208
City and Borough of Sitka 40,391,555 (14,411,394) 25,980,161 1,418,283 (183,250) 1,235,033
City of Soldotna 46,757,556 (23,659,420) 23,098,136 677,446 (88,575) 588,871
City of Tenakee Springs 577,683 (41,570) 536,113 10,711 (1,442) 9,269
City of Thorne Bay 2,365,647 (822,807) 1,542,840 93,732 (12,149) 81,583
City of Togiak 1,045,757 (313,286) 732,471 14,820 (1,946) 12,874
City of Toksook Bay 1,054,232 (120,892) 933,340 18,852 (2,470) 16,382
City of Unalakleet 1,253,763 (487,271) 766,492 38,742 (5,294) 33,448
City of Unalaska 18,792,765 (5,745,149) 13,047,616 391,080 (49,430) 341,650
City of Wasilla 93,057,994 (44,623,038) 48,434,956 1,200,249 (159,332) 1,040,917
City of Wrangell 8,381,088 (2,645,801) 5,735,287 402,993 (52,360) 350,633
City and Borough of Yakutat 2,988,880 (480,044) 2,508,836 121,701 (16,024) 105,677
Total Operating Revenues S 1,058,868,612 S (469,916,026) S 588,952,586 S 23,462,308 S (3,060,530) S 20,401,778

See independent auditor's report.

Page 31 of 74

14



%./'/ A A LAS KA ONE SEALASKA PLAZA, SUITE 302 - JUNEAU, AL%a eA%‘BOggfl1

2 S MUN|C|PA|_ TEL (907) 586-1325 - FAX (907) 463-5480 - WWW.AKML.ORG

85 LEAGUE

Letter to the ARSSTC Board of Directors (AML approach to FY24 audit deficiency)

Date: December 4, 2025

To: Board of Directors, Alaska Remote Seller Sales Tax Commission

From: Nils Andreassen, Executive Director, Alaska Municipal League (AML)
Re: FY24 Audit — Significant Deficiency and AML Corrective Action Plan

Board Members,

I’m writing to provide context and a clear path forward regarding the FY24 audit communication
identifying a significant deficiency related to the timeliness of recording sales tax activity and completing
bank reconciliations. As you’ll see in the auditor’s letter, the issue is not framed as a material weakness,
and the audit reflects improvement from the prior year in that no material audit adjustments were
identified as they were in FY23. Still, this is a work in progress.

1) What the audit is telling us (and what we expected)

The auditor’s review is focused on a core accounting requirement: transactions must be recorded
accurately and timely, and bank reconciliations must be completed promptly as a fundamental control.
The auditor notes that FY24 books were not completed for management reporting until October 2025,
and that certain bank reconciliations were completed months late — reducing the effectiveness of
reconciliation as a monitoring control.

We anticipated that timeliness would be the audit emphasis this year. That expectation was not due to a
lack of concern, but because — we were candid internally and with you along the way — the financial
structure and staff capacity were not yet aligned to produce the level of timeliness that the audit
standard requires, even though operational reconciliations within GovOS were being performed
thoroughly and on schedule. We recognize that this is only one piece and does not make up for internal
review and controls.

2) Why timeliness lagged in FY24-25: rebuilding the system while reconciling history

During this audit period, AML was intentionally working through a year-long, external accounting-firm-
supported effort to restructure and strengthen the Commission’s accounting system and workflow as
part of reconciliation and audit preparation. That process was necessary to ensure that the “system” we
put in place would be accurate, repeatable, and defensible. While, we’ve discussed this with the board
along the way, the tradeoff was real: while that rebuild was underway, we remained behind on certain
elements of accounting close and reconciliation timing. In other words, we were advancing toward a
durable solution, but we did not yet have the capacity and structure fully in place during FY24-25 to
meet the timeliness standard consistently. To be clear, we’ll likely experience a similar situation related
to timeliness for the FY25 audit, since we’ve been waiting for this one to be complete, and systems in
place, in order to move forward with the next. Adding staff capacity is the other aspect of real progress.

3) Where we are now: a system both AML and the auditor can rely on

The most important change is that we now have an accounting system structure that the auditor is
comfortable with and that AML is prepared to fully adopt and operate going forward. This is the pivot
point: we are no longer “designing and rebuilding” while trying to close —we are now positioned to
operate the improved structure as intended. While reconciliation has lagged while these systems issues
were reworked, it is worth pointing out that we are currently up to date with reconciliation through
October, which is a significant step in the right direction. The FY25 audit is still to be completed, and will
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likely be targeted for early in 2026. The additional staff capacity will help with this, even as we deconflict
with other scheduling that needs to be accommodated.

4) The capacity fix: approved funding to add dedicated support

The underlying issue has always been capacity paired with the right structure. Based on the budget
approved for the current fiscal year, AML now has the ability to add a staff position with responsibility to
carry forward this work: timely monthly closes, timely bank reconciliations, and consistent posting of
sales tax activity into the accounting records in a way that aligns with the Commission’s operational
tracking. AML is in the process of hiring this position now. This added capacity, combined with the
improved accounting structure, is the combination we believe will finally resolve the long-standing issue
—not just reduce its severity. We appreciate the discussion we’ve had with the board about making sure
this resourcing is in place. We are aiming to have a staff in place by the end of December to bring us
quickly up to speed during the first quarter of calendar year 2026.

5) Corrective action plan and expectations
Going forward, AML's approach is straightforward and measurable:

e Monthly close discipline: ensure sales tax activity is recorded in the accounting records on a
monthly schedule aligned with reporting needs.

¢ Timely bank reconciliations: complete reconciliations promptly each month so they function as a
true control and monitoring tool, as the auditor described.

e Alignment of operational and accounting records: preserve the strength of the existing operational
reconciliation processes (GovOS-to-bank activity tracking), while ensuring the accounting system is
updated in a timely way so the financial statements reflect the year’s activity without late “catch-up”
adjustments.

¢ Procedures and controls documentation: complete the procedures/controls documentation that has
been noted as still outstanding, and use it to support continuity and consistency year over year.

Our expectation is that the new system structure plus dedicated capacity will resolve the timeliness
deficiency and carry us into the next audit cycle with a materially stronger control environment and
smoother close. Still, we’re not expecting a fully clean audit until FY27.

6) Closing

The FY24 results reflect a step in the right direction: the deficiency is now identified as a significant
deficiency rather than a material weakness, and the audit did not reveal material adjustments as
occurred in FY23.

We take the remaining issue seriously, and | want the Board to be confident that we now have (1) a
financial system structure that is workable and auditor-ready and (2) resources in place to address the
staffing capacity to execute it consistently. AML is committed to moving forward with discipline and
transparency, and to providing the Board clear reporting as these corrective actions are implemented.
Thank you for your oversight and continued partnership.

Sincergly,

\

Nils Andreasé\en

Executive Director, Alaska Municipal League
On behalf of AML administrative support to ARSSTC
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ALASKA SELLER
COMMISSION

To: Alaska Remote Seller Sales Tax Commission Board
From: Maureen Graham, Policy Committee Chair

Date: 12/09/2025

Re: Report of Policy Committee Meeting November 18, 2025

The Policy committee met on November 18, 2025. Clinton relayed the concerns of the Board on Interpretation
2025-.01 Subcontractors / Independent Contractors and Physical Presence Impacts, requesting additional
clarification be added to address marketplace facilitators. The interpretation was amended by adding language

excluding service marketplaces from the interpretation and to give examples for clarity.

The committee then discussed a draft Collections Policy for the ARSSTC requested by the Board before deciding
whether to use AML’s Collections shared services agreement or going out for RFP. The current online software
platform, Nuemo (formerly GovOS/MUNIrevs) requires that payment be made by sellers at the time of filing,
limiting short payments on accounts; however, there are limited circumstances where an account balance is
created. Theyinclude:

1. ACH underpayments, where returns are filed in the system, but the payment sent electronically

does not match causing a balance owed.

2. Amended returns by the seller causing an additional balance in the system that then doesn’t get
paid.

3. Estimated Assessments on account that do not file a return when due

4, Audit Assessments on audits with findings that are estimated back to periods.
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The current system and process of payments to communities is based on the tax assessed, not the payment
received, leaving the ARSSTC to collect the outstanding amount to be made whole. This model has some inherent
flaws as the commission and the uncollected debt grow; and the committee agrees that the Board should address
whether changes should be made. Changing the model will require either process changes or system
enhancements or both, which will come with both costs and time considerations for implementation. We felt this

should be discussed further with the board or referred to the Finance Committee to vet solutions.

For the current uncollected balances that have already been paid to communities, the committee feels that these
balances should be sent to collections as soon as possible to retain our best chances for collection. These
accounts are under $3,000 individually, ageing quickly, and there are limits to how old they can be to be listed with

an agency.

The AML shared services collection agency is paid only when they are successful at collection and collections
costs are 100% paid by the seller. Clinton indicated that the balances may be able to be pulled back from them if
they are unsuccessful at collections efforts. Section 250 (H) of the ARSSTC Unform Code provides that collections
costs and attorney fees be paid by the seller. This may leave options open to involve our own lawyer on a case-by-
case basis if the collection agency fails to collect an amount and mitigate any upfront legal costs that we may or
may not be able to recoup. Under this model, all accounts could be referred to collection unless they are referred
to the board or some other committee for a decision to see if use of Landy Bennett Blumstein (LBB) would be
financially viable to collect through liens, judgments or other legal means. To single the decision down to a dollar
threshold may limit or bind us to an action incurring further legal costs that may or may not be collectable and
there are many nuances that should probably be considered before involving the attorney, such as if the business
is active and filing, is no longer in business or has closed, no longer meets nexus or thresholds to file, if they have

assets that may be viable to collect, and if they reside in or out of the State of Alaska.

If the Board decides to go out for RFP, rather than use the AML shared service collection agency, then we would
need to see if the same conditions would apply to any potential agreement and make changes to the proposed
policy as required. Further work on the policy may be needed, once the board decides if changes to the receivable

process are necessary.

And lastly, the committee vetted strategies to address mis-pays of ACH payments to mitigate staff time in making

manual adjustments in the system and reduce short pay balances in the system.
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ALASKA SELLER
COMMISSION

Interpretation 2025.01
Subcontractors / Independent Contractors and Physical Presence Impacts

Issue:
What are the physical presence impacts of independent or subcontractors performing services within an
ARSSTC member jurisdiction?

Issue Summary:

Service Provider A is hired to perform service within an ARSSTC member jurisdiction. Service Provider A does
not have company staff or offices or equipment located within the jurisdiction.

Rather than perform the services itself, Service Provider A hires a local company to perform the servicesin
guestion. Local company, Service Provider B, physically performs the services within the ARSSTC member
jurisdiction.

Does the physical presence of Service Provider B within the ARSSTC member jurisdiction establish physical
presence for Service Provider A? The primary implication of this issue is for Service Provider A, in determining
whether it has a filing requirement with the ARSSTC as a remote seller, or a filing requirement with the
jurisdiction directly.

**This Interpretation is not intended to address multi-level marketing (MLM) companies. For more information
on MLM companies, please refer to Interpretation 2020.06. The physical presence of independent sales agents

or independent consultants within a jurisdiction continues to create physical presence for the agent’s respective
multi-level marketing company.

***This Interpretation is also not intended to address marketplace facilitators that partner with local

independent contractors in the performance of services sold through the marketplace. For example,
transportation network companies, delivery network companies and other service based marketplaces.

Legal Background:

The level of relationship needed between the service providers for physical presence to carry-over to Service
Provider A has been analyzed and discussed frequently in court decisions. Overall, courts have generally found
that only a minimal relationship between the service providers can lead to physical presence for Service
Provider A.
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ALASKA SELLER
COMMISSION

Interpretation 2025.01
Courts have used a variety of tests and analyses in their findings, but it is not feasible for the ARSSTC or its
member jurisdictions to run these various tests. A simpler approach is needed.

In the Alaska Remote Seller Uniform Sales Tax Code, the section in question is section 3 of the “physical
presence” definition which states:

3. Provides services through any employee, agent, salesman, or other representative or holds inventory within
the boundaries of the member jurisdiction.

Generally speaking, each of the above listed categories of “representation” within a taxing jurisdiction are
under certain levels of behavioral and financial control from Service Provider A.

Interpretation

For an agent or other representative to create physical presence for a company, that company has to exercise
certain levels of control on the representative. This is true regardless of the label for the representative, be it
agent, independent contractor or some other term.

However, in situations where an established local service business is hired by a 3™ party company, the level of
control the 3" party company exhibits on the local service business is typically immaterial.

As a result, the ARSSTC makes the following interpretation for this issue:

The physical presence of Service Provider B (hired by Service Provider A to perform a specific service) within
an ARSSTC member jurisdiction does not carryover to Service Provider A, provided Service Provider B is (or
should be) registered & licensed with the local jurisdiction in question.

If the registration / licensing requirements for Service Provider B cannot be determined, then the parties
should apply the IRS’ Independent Contractor test as follows:
e [f Service Provider B is considered an employee of Service Provider A under IRS rules, then Provider B’s
physical presence transfers to Provider A.
e [f Service Provider B is considered an independent contractor of Service Provider A under IRS rules,
then Provider B’s physical presence does not transfer to Provider A.
e Link to IRS Independent Contractor test:
o https://www.irs.gov/businesses/small-businesses-self-employed/behavioral-control
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Alaska Municipal

League RFP

March 24, 2025

Proposal To:

Alaska Municipal League

For Public Debt Collection Services

Aftn: Nils Andreassen

Submitted by:
Karen Jonas
|IC System

Senior Vice President of Business
Development

651.481.6312

kjionas@icsystem.com
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IC System Alaska Munigipab keague RFP

COVER LETTER.

Dear Mr. Andreassen,

IC System is grateful to present our qualifications and experience in response
to the Alaska Municipal League (AML) Request For Proposal for Public Debt
Collection Services.

IC System was founded in 1938 by the Erickson family on the principal of ethical
debt collection practices. Now in our third generation of family ownership, we
have become the market choice for smart collections. Over time, we have
maintained our presence serving organizations of all sizes and grown into a
company that services several specialized industries: government, utilities,
healthcare, telecommunications, and large retailers. Today, we are laser-
focused on Making Collections Better through ethical debt collection.

We recognize AML has distinct needs and expectations. Below are the ways IC
System is ideally positioned to meet those needs.

e Government Experience: We have provided accounts receivable
management services to the government sector for over half a century. We
now serve 50 government clients, including state, county, and municipal
creditors. In 2024 alone, they entrusted us with $2.2 billion, and we collected
more than $134 million.

¢ Lasting Relationships: At IC System, we take pride in our dedicated
workforce, with collection management employees averaging nine years of
service and representatives averaging six and a half years. Over 100
employees have been with IC System for over ten years, 41 have served at
least 20 years, and 10 have been with us for an impressive 35 years or more.
This stfrong foundation of experienced employees enhances our expertise
and reflects our commitment to employee retention and client satisfaction.

o Additionally, our average client tenure of 16 years underscores the
strength of our relationships with clients, a direct reflection of our
employee tenure. Our staff's extensive experience and
dedication foster trust and consistency in service, reinforcing long-
lasting partnerships with our clients.

¢ Creating a Better Consumer Experience: Our commitment to empathetic
collections is so strong that we offer the opportunity for consumers to rate our
service at the end of every call. If they agree, they are transferred to a
secure survey where they respond to questions related to the collection
professional and their experience with the outcome of their call. The results
have been outstanding: Surveys show that 99% of consumers agree IC
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System treated them professionally on the call. Overall satfisfaction with the
call consistently exceeds 4.6 out of 5 stars.

e Advanced Technologies: IC System's unique blend of cutting-edge
technology and human interaction delivers unparalleled results. Integrating
ethical and effective phone calls into our OmniTouch Engagement Strategy
ensures higher consumer responsiveness and better recovery. This human
touch, combined with scalable digital messaging, drives superior recoveries
and increased revenue, providing our clients the best of both worlds.

Finally, IC System is proud to be a woman-owned enterprise, as certified by
Supplier Clearinghouse. We are also proud that IC System has a solid reputation
as a great workplace: The Star Tribune has placed us among the 200 Top
Workplaces in the Minneapolis/St. Paul metropolitan area every year since 2017.

Karen Jonas will be the authorized agent. Her name and contact information
are below. Nate Welbig and Miriah Hague will also work on the project; their
details are in the Qualifications and Key Personnel section.

Karen Jonas, Senior Vice President of Business Development
Address: 444 Highway 96 E. St. Paul, MN 55127
Phone: 651.481.6312 | Email: kjionas@icsystem.com

We look forward to working with the Alaska Municipal League and confributing
to your success. Please do not hesitate to reach out if you have any questions or
wish to discuss any aspect of this proposal further. We are ready to work
collaboratively and adapt our services to best suit your needs.

Sincerely,

Wb

John Erickson, President & CEO

IC System
*m W (1A Better Business Bureau'
TOP TORCH
WORK Q AWARDS
PLACES ﬁ‘inside 21 =wwr= for Ethics
2017-2024 \_p Yolosriarhoid
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METHOD.

IC System’s approach to delivering debt collection services is rooted in
collaboration and advanced technology, with a focus on scalability to meet
the needs of each client. In response to the request, IC System is well-positioned
to work collaboratively with AML and their local government members to deliver
high-quality services by following a structured and customized approach. Below
is a breakdown of how IC System will address each of the key aspects:

Collaborative Approach with AML and Local Government Members:

IC System believes in a strong partnership. We will initiate the project by
scheduling an onboarding meeting with AML stakeholders to understand their
goals, challenges, and requirements. This will ensure our team fully grasps the
needs of the local government members and aligns with their objectives from
the start. Throughout the implementation process, we will maintain open lines of
communication, enabling feedback and real-time adjustments. We also place
a high value on ongoing collaboration to ensure alignment with specific data
transfer needs, IT interfaces, and customized service requirements.

IC System’s team wiill work closely with stakeholders to ensure every local
government member, regardless of size or complexity, receives the attention,
customized strategies, and support needed to meet their needs. This
collaboration will help refine collection methodologies, provide staff fraining,
and ensure seamless implementation in line with client expectations.

Approach to Delivering Services and Deliverables:

IC System’s approach to delivering services is systematic and highly organized to
ensure efficiency and effectiveness. The timeline for the services spans four
weeks, as follows:

e Week 1: Onboarding and Initial Setup, during which IC System meets with
AML stakeholders, reviews goals, and establishes IT interfaces.

e Week 2: Develop a Customized Collection Methodology tailored to the
needs of AML and their local government members, with ongoing
collaboration to address any questions or requirements.

e Week 3: Staff Training and Customization Finalization, ensure IC System'’s
team is prepared to execute the collection and reporting requirements.

e Week 4: Final Testing and Go-Live, where we complete all final
customizations and perform testing before officially commencing
collection operations.

This approach ensures all deliverables are completed in a fimely and efficient
manner. Additionally, we will provide continuous access to reports and status
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updates through our secure Client Portal, allowing AML stakeholders to track
progress and performance in real-time.

Priority and Scheduling:

We recognize that AML may have varying priorities and fimelines. To
accommodate this diversity, IC System is flexible in our scheduling approach.
We can adjust the fimeline to meet the specific needs of different government
entities based on their starting points, such as current infrastructure, data
requirements, or volume of accounts. Our scalable and adaptable solution
allows us to adjust implementation based on the client’s requirements.

For instance, if certain local government members have more complex or
voluminous account types (e.g., taxes or utility collections), we can adjust our
approach to ensure those agencies receive additional support. Our feam is
trained to handle high volumes of collections while still offering personalized
service. By utilizihg advanced collection technologies such as our Intelligent
Collections Engine (ICE) and OmniTouch Engagement, we can deliver efficient,
cost-effective services, regardless of the local government’s size or complexity.

Current Workload and Ability to Deliver Services:

IC System has a proven frack record of managing large-scale collections for
both government and utility clients. We currently work with 50 government
clients and over 120 utility clients, managing more than a billion dollars in
placements annually. With a dedicated staff of 108 frained professionals and
the ability to scale operations rapidly, IC System is well-equipped to manage
additional projects without sacrificing service quality.

The infrastructure and technology supporting IC System ensures we can handle
large and small accounts. As needed, we can quickly scale up our operations,
adding more staff or resources, drawing from our offices in Minnesota and
Wisconsin. IC System maintains flexibility to respond to AML's needs promptly.

Onboarding and fraining are quick and thorough. New staff is onboarded within
one week, and further fraining continues for another two weeks. This allows rapid
scaling and ensures staff is prepared to manage varying collection needs.

Diversity and Capacity for Delivery:

IC System’s operational capacity allows us to serve local government members
of varying sizes and their requirements. We understand different local
government members start with varying levels of infrastructure, which is why we
tailor our approach to accommodate them. Whether the local government has
a small portfolio of accounts or requires extensive collections (e.g., tax liens,
fines, parking violations), IC System will adjust our methodologies accordingly.
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In addition to our technical capabilities, our approach strongly emphasizes
customer service, ensuring we maintain a hands-on, personalized service model.
This is especially important for local governments where the nuances of
communication and responsiveness are critical. Our customized communication
strategies, including omnichannel messaging (texts, emails, calls, letters), are
flexible to meet consumer preferences while enhancing recovery.

QUALIFICATIONS OF CONTRACTOR & KEY PERSONNEL.

IC System brings a wealth of experience in providing comprehensive
receivables management services to a wide range of clients, including
government entities and utilities. Our team, led by experienced professionals, is
well-equipped to meet the needs of Alaska's diverse cities and boroughs,
tailoring solutions to each municipality's unique requirements.

Key Project Management Team:

Karen Jonas, Senior VP of Business Development (Principal in Charge)

Karen brings over 30 years of experience in account receivables solution
consulting and development. She has successfully managed collections for a
variety of sectors, including government, ufilities, and telecommunications. Her
expertise in fostering key client relationships and delivering tailored solutions is
crucial for managing the diverse needs of Alaska’s cities and boroughs.

e Relevant Experience: Extensive experience with government clients such
as the State of Kansas, the City of Santa Monica, and the Comptroller of
Maryland.

e Skills: Team building, strategic thinking, and client relationship
management.

Nate Welbig, Vice President of Operations, Financial Services Operations

With 15 years of experience in the collections industry, Nate specializes in
financial services projects and excels in operational strategy, call quality, and
revenue cycle management. He has successfully managed multiple high-profile
clients, including T-Mobile and Comcast. Nate's leadership and expertise in
compliance and client relations will be instrumental in managing collections for
Alaska's municipalities.

e Relevant Experience: Leadership in sizeable financial service projects,
including Prosper Marketplace and State Farm Bank.

o Skills: Operational strategy, call quality, client relations, and reporting.

Miriah Hague, Director of Operations
Miriah has over 14 years of experience managing collections for large utilities
and municipalities. She successfully oversaw collections for government entfities
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such as the New Hampshire Dept. of Revenue Administration and the City of
Santa Monica. Miriah's focus on operations management, client meetings, and
reporting will ensure smooth operations and effective client relationships.

e Relevant Experience: Managed operations for high-profile clients such as
Memphis Light, Gas, and Water and the New York City Department of
Finance.

o Skills: Operations management, client relations, and process optimization.

Proposed Approach to Alaska's Cities and Boroughs:

IC System’s approach is centered around understanding the unique challenges
that Alaska's diverse cities and boroughs face. Our project management team
will collaborate with each local government entity to deliver tailored solutions.

e Collaborative Project Development: We will coordinate closely with local
stakeholders to validate collection methodologies, review reporting
requirements, and tailor services to meet each municipality's needs.

e Customized Technology Implementation: Our team will work with Alaska’s
local government members to ensure IC System'’s proprietary
technologies, including our OmniTouch Engagement Solution, are
seamlessly integrated and fully aligned with each city’s expectations.

e Scalable Solutions: Given the diverse sizes and complexities of the local
governments in Alaska, IC System can adjust our approach. We will offer
flexible, scalable solutions to meet large and small-scale requirements.

Subcontractors:

IC System does not work with subcontractors, as no collection agencies meet IC
System's security requirements for subcontracting.

Experience with Similar Projects:
Our team has successfully delivered tailored solutions for various municipalities
and government agencies, such as the State of Maryland and New York City.

In March 2020, IC System began providing collection services for the State of
Maryland, focusing on state tax and primary accounts. The project
encompassed a substantial volume of 240,000 cases, totaling $747.8 million. Our
success rates for this initiative ranged from 8% to 15%, highlighting our capability
to manage complex and high-volume collections efficiently.

Additionally, our experience extends to New York City, where we began
managing collections in January 2016. In this project, we were responsible for
collecting fines and fees across a wide array of primary accounts, with over 1.1
million cases and a total value of $1.3 billion. The success rate for this project
ranged from 6% to 9%, further showcasing our ability to manage collections for
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large, diverse governmental entities. These projects have provided us with a
wealth of expertise in managing high-volume, complex collections, which will be
directly applicable to the unique needs of Alaska’s cities and boroughs.

PAST PERFORMANCE.

State of Maryland
Kim Cordish, Deputy Director
Phone: 410-767-1328 | Email: kcordish@marylandtaxes.gov

e Started project in March 2020, and services provided are collections on
State tax accounts and collections on primary accounts. Number of cases
assigned: 240,000 for $747 .8M—Success ranges from 8% to 15%.

New York City
Shenneth King, Manager
Phone: 212-291-4270 | Email: kingshenneth@finance.nyc.gov

o Started project in January 2016, and services provided are collections on
all fines and fees for primary accounts. Number of cases assigned: 1.1M
for 1.3 Bilion—Success ranges from 6% to 9%.

EXCLUSIONS & ADDITIONAL SERVICES.

IC System has no exclusions to the proposed services.

Based on the answers to our questions during the Q&A process, we understand
that AML may feel wary about digital communications (text, email) in place of
letters. However, here are a few reasons text and email prove more effective:

e Dynamic tfouchpoints: Not everyone wants to receive a call or letter from
a collection agency. An email or text allows for a self-serve solution, giving
the consumer a chance to resolve their account from the digital
communication to our online self-service payment portal. Digital methods
allow IC System to contact consumers through their preferred channels,
making debt collection faster, easier, and more effective.

e High engagement rates: SMS messages have a 98% open rate,
significantly higher than emails at 20%.

e Less infimidating: Text messages are often perceived as less stressful for
consumers compared to phone calls or letters.

e Response times: 90% of text messages are read within 3 minutes of receipt,
whereas letters may delay a speedy resolution.
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e Complementary approach: Text and email communications work well
alongside other contact methods, such as letters and phone calls,
enhancing the overall collection strategy.

ADDITIONAL INFORMATION.

Methodology and Approach

IC System’s methodology incorporates our OmniTouch Engagement Solution
with our proprietary technology, the Inteligent Collections Engine (ICE), to
deliver the best results for each client. Below is an overview of the process and
how ICE and OmniTouch are included.

Intelligent Collections Engine (ICE)

IC System developed the proprietary “Inteligent Collections Engine” (ICE) to
enhance security, productivity, and compliance. Built on a Microsoft Windows-
based platform with a 2016 Server OS and SQL 2014 database, ICE integrates
decades of industry expertise for maximum adaptability to various client file
structures.

e Compliance and Productivity: ICE automates collection activities based
on state laws, reducing consumer complaints and lawsuits. It supports
representatives with an infuitive interface displaying client data, guided
notes, and drop-down menus to ensure compliance and minimize errors.
Automated call-loading boosts productivity, allowing reps to focus on
recovery goals.

e Customization and Analytics: ICE offers over fifty customizable reports,
flexible workflows, and a Client Portal for real-time account details and
communication. Its SQL database tracks all activities, enabling advanced
data mining and performance forecasting for continuous improvement.

OmniTouch Engagement Strategy

IC System'’s targeted omnichannel approach to collections boosts recoveries by
reaching consumers where they are most responsive. Our personalized
messages and strategies create urgency, encourage resolution, and increase
engagement and revenue.

e Scalable Omnichannel Messaging: With OmniTouch, we communicate
with consumers using their preferred method: calls, texts, emails,
traditional letters, or self-service via our payment portal. Guided by the
latest data science and communication technology, IC System’s
proactive solution fracks consumer engagement and ensures they stay on
the path to account resolution.
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e Human Touch in Omnichannel Engagement: Unlike other collection
solutions that rely solely on digital outreach, IC System integrates the
power of human interaction into our strategy. Our live, USA-based team
makes ethical and effective phone calls, adding a personal touch that
significantly enhances engagement and recovery rates. This unique blend
of leading technology and human effort sets us apart in the industry.

e leverage Preferences and Engagement: We use consumer preferences,
behavior, campaign performance, and segmentation strategies to
communicate in the right way at the right time. Whether consumers use
our online self-service portal, read an email, or pick up the phone, our
customized messaging increases engagement. If consumers become
unresponsive on their preferred medium, we adjust our approach to
ensure maximum recoveries. For example, if texts are preferred and result
in action on the part of the consumer, we will continue with their preferred
medium. If texts prove unsuccessful, we shift to alternative mediums.

e Optimize Campaigns: Our dynamic decision free evaluates consumer
behavior and scales throughout their journey to account resolution.
Setftlement offers and payment plans adjust according to consumer
behavior to enhance recoveries. Communications are optimized for
consumer experience, regulatory compliance, and successful recoveries.

e Improve Revenue with Smarter Collections: IC System’s OmniTouch
Engagement Strategy increases right-party contacts, increasing revenue.
Our strategy saves on collection costs as sending emails and texts can
create more engagement and is less expensive than paper letters. These
savings allow us to offer competitive rates to our clients. Our targeted
communication solution helps you collect more from your accounts
receivable inventory.

IC System’s unique blend of cutting-edge technology and human interaction
delivers unparalleled results. Integrating ethical and effective phone calls into
our OmniTouch Engagement Strategy ensures higher consumer responsiveness
and better recovery outcomes. This human touch, combined with scalable
digital messaging, drives superior recoveries and increased revenue, providing
our clients the best of both worlds.

Data Science:

IC System integrates data analytics into operations to enhance performance
and provide clients with insights on portfolio frends and industry data. Findings
unigue to a client are regularly shared. Key uses of analytics include:

o Modeling: Prioritizes debts using historical data and consumer traifs.
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« EventTargeting: Launches campaigns based on demographic and credit
changes.

o Testing: Applies Champion-Challenger strategies to optimize dialer and
letter timing.

o Forecasting: Identifies performance lags for quick corrections.

o Tracking: Measures strategy effectiveness and pinpoints strengths and
weaknesses.

o Collector Matching: Aligns reps’ skills with collection needs.

« Debt Flow Review: Finds gaps and opportunities in debt flow data.

o Contact Management: Uses dialer codes and timing triggers to improve
contfact rates.

« Skip-Tracing: Refines efforts based on past results to boost success.

Technologies
C System leverages advanced technology for secure, efficient, and compliant
debt collection. Key features include:

Data Transmission

o SFTP & PGP Encryption: Ensures secure data transfers.

« APl Integration: Supports real-time data sync with client systems (e.g.,
Epic, Cerner, Athenahealth).

« File Transmission: Provides daily or weekly data updates based on client
needs.

« Client Portal: Offers secure, real-time access to account data, reports,
and progress.

Payment Data Storage
« Encrypted Databases: Protects payment data with backups for
redundancy.
o Access Conftrol: Uses strict, role-based access to limit sensitive data
exposure.

Reporting and Analytics
« Comprehensive Reports: Includes batch tracking, invoices,
uncollectible accounts, performance analysis, and special activity
tracking (e.g.. bankruptcies).
« Real-Time Analytics: Supports data-driven decisions and strategy
adjustments through ICE and the Client Portal.

Security
IC System proactively protects your data using advanced security and event-
monitoring technologies, including:
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o SIEM Security: Monitors 24/7, providing real-time alerts for suspicious
activity, like multiple failed logins.

o Intrusion Protection: Detects and blocks network attacks.

o Data Management: Flags unusual data transfers.

o« Geo-Coding: Blocks foreign network access.

o Microsoft Security Tools:
o Safe Links: Detects malicious URLs.
o Safe Documents: Scans files in a protected view via Microsoft
Defender.
o Advanced Threat Protection (ATP): Guards against malware and
hacking.
o Data Loss Prevention (DLP): Prevents unsafe data sharing.

« Vulnerability Management: Monthly scans detect and patch weaknesses.
Qualys Platform: Provides continuous network vulnerability assessment.

Audits and Cerfifications
IC System undergoes independent audits by LB Carlson, LLP, ensuring
compliance with SOC 1 Type 2 and SOC 2 Type 2 with HITRUST mapping:
o SOC 1: Evaluates internal controls over financial reporting.
o SOC 2: Assesses security, availability, integrity, confidentiality, and
privacy (last verified January 2024).

Additional certifications:

o PCI DSS 4.0: Annual audit ensures secure credit card data handling; IC
System is a Level 1 Service Provider.

o GLBA Safeguards Rule, FTC Red Flags Rule, IRS Publication 1075: Ensures
regulatory compliance.

o S2SCORE: Measures security risk. IC System holds an "Excellent" score of
786.07 (scale: 300-850). Most organizations accept 660 as "Good."
S2SCORE adapts to evolving threats, ensuring ongoing protection.

Client Portal for Secure Online Inquiry

e Our Client Portal offers an alternative method for AML to access case
data in a secure, user-friendly interface. The portal allows for online
inquiries and provides real-time access to account details, case statuses,
and other essential information. The portal is designed for ease of use
while maintaining strict security protocols, ensuring that only authorized
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users can access sensitive data. It serves as an efficient and secure
platform for AML to view and manage cases referred to IC System.

Security Breach Protocols

¢ Inthe unlikely event of a security breach, IC System has established clear
and immediate response protocols. Our Chief Compliance Officer drafts
a memo with preliminary information and a resolution plan. This memo will
be emailed to AML, with a follow-up phone call from our Client Services
department to address any questions or concerns. If necessary, backup
contacts will also be notified to ensure AML is prompftly informed.

Integration with Client Systems

e |C System’s system is highly adaptable and can integrate with the AML'’s
existing platforms. This flexibility ensures we can seamlessly adapt to any
specific data management needs and contfractual requirements that
may arise. Our experience with various client systems allows us to
efficiently manage data and ensure that AML can access case
information without disruption.

IC System employs advanced technology and proprietary software to optimize
our debt collection services. These tools and platforms enable us to maximize
efficiency, ensure compliance, and provide clients with a comprehensive suite
of capabilities for managing accounts.

EXPECTATIONS OF AML.

Given that this is a new venture for AML, we look forward to working with your
team to build this relationship in a manner that works for both our organizations.
To ensure efficient processing and smooth operations, IC System requests regular
updates on the expected timing of new business referrals from AML staff. We
also request timely responses to disputes, ensuring any issues are addressed
promptly. Additionally, AML staff needs to be responsive to settlement inquiries
and other questions to facilitate effective case resolution and maintain the flow
of the collections process. Collaboration and communication are critical for a
great partnership.

LOCATION.

IC System's experienced Collection Management Team, comprising 180
professionals, operates in a hybrid work environment. The team is equipped with
company-issued computers and adheres to strict data security measures, so
most work can be done off-site. The team'’s robust infrastructure allows for
secure, remote work via encrypted communication channels, including calls,
emails, and digital communication methods, making off-site work successful.
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On-Site Work Not Required: We want to emphasize that no in-person work is
necessary in Alaska for us to fulfill the required services. All aspects of the
collection process, including strategy development, communication with
customers, and issue resolution, can be accomplished remotely from our
Minnesota office. While we offer flexibility for on-site visits when needed for
consultations, this is rarely required and does not affect our ability fo meet the
needs of our clients in Alaska. We can effectively handle all tasks from a
distance, ensuring efficiency and security without the need for local presence.

Workspace and Infrastructure:

e Reliable Internet Connection: To ensure smooth remote operations, we
require secure and high-speed internet connections for all staff working
remotely in Alaska. The team will be equipped with company-issued
devices and have secure access to our cloud-based systems, so reliable
internet access is a critical component of remote work.

e Remote Work Efficiency: Our secure work environment is built to handle alll
collection activities from our dual locations, and there are no significant
infrastructure needs in Alaska. All communications, document handling,
and collection activities are managed via our secure remote systems,
eliminating the need for physical office spaces and on-site resources.

FEE PROPOSAL.

IC System proposes a contingency fee of 35% on all payments realized. Please
note that this fee is based on our analytical modeling, pricing strategies, and
estimated liquidation rate. If our assumptions are inaccurate, we are open to
adjusting our fee suggestions based on the portfolio's historical performance.

PROCESS TIMELINE.

Implementation usually takes 4 weeks:

e Week 1: Upon contract award, IC System begins onboarding. We schedule a
meeting with client stakeholders to infroduce our tfeam and discuss your
portfolio goals and challenges, reporting requirements, IT interfaces and data
transfers, and other customizations.

e Week 2: By week two, our team understands the client's goals and
specifications, and we are working to develop a customized collection
methodology to meet your needs. We continue to work with client
stakeholders to verify requirements and answer questions.

e Week 3: Week three is devoted to training our staff on client specifications.
Concurrently, our teams are finalizing report production, interfaces, and
other customization. We continue to work with client stakeholders to verify
requirements and answer questions.
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e Week 4: By week four, all reports, customizations, and interfaces are finished.
We test, verify, and sign off on all contract components with the client.

Once the IC System team and client stakeholders sign off on contract
components, we accept the first placement file and collect your accounts. It is
important to keep in mind that thirty days is a typical scenario and may be
adjusted as required. Implementation ends with “go-live” and begins once we
have received all necessary files and instructions from our clients. Especially
complex file layouts can make a difference in the timeline by adding as much
as a week.
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ALASKA MUNICIPAL LEAGUE MEMBER SERVICE AGREEMENT FOR MUNICIPAL COLLECTION SERVICES

This Member Service Agreement (“Agreement”) is made and entered into as of the last date signed
below, by and between the Alaska Municipal League, an Alaska nonprofit corporation (“AML”), and the
undersigned Member Municipality (“Member”) (collectively, “the Parties”).

RECITALS

e AML has entered into a Collection Services Agreement (“Master Agreement”) with I.C. System, Inc.
(“1C System”), a Minnesota corporation, for the provision of debt collection services to assist
municipal governments in recovering past due accounts.

e AML desires to make these services available to its members through this Member Service
Agreement, under which AML acts as the intermediary and program administrator, managing the
overall relationship with IC System while allowing each participating Member to engage directly with
IC System for transmission of accounts and data.

e The Member desires to participate in the AML Municipal Collection Program under the terms and
conditions set forth herein.

AGREEMENT
1. Purpose and Scope

The purpose of this Agreement is to establish the terms under which AML will provide the Member
access to debt collection services performed by IC System pursuant to AML's Master Agreement. AML
shall serve as the program administrator, overseeing the structure, compliance, and contractual
relationship with IC System, and providing oversight and support as reasonably necessary for Member
participation.

IC System will provide all collection services directly to the Member for accounts the Member refers to IC
System, in accordance with the terms of the Master Agreement and applicable law.

2. Fees and Payment

a) Pass-Through Collection Fee Model. The AML Municipal Collection Program operates under a
structure in which all collection fees and administrative costs are passed through to the debtor. The
Member’s principal debt amount remains whole, and the Member shall receive the full amount of
the debt collected by IC System, less any amounts legally uncollectible due to bankruptcy, discharge,
or other debtor defenses.

b) Commission and Administrative Fee. Under AML’s Master Agreement, IC System assesses a
commission of thirty-five percent (35%) of all sums collected, which includes a five percent (5%)
administrative fee remitted to AML for program management and oversight. These fees are charged
to and recoverable from the debtor, in accordance with the Member’s authorizing ordinance or
code.

c) Remittance Process. IC System shall remit one hundred percent (100%) of the collected principal
amount due to the Member, and retain the commission and administrative fee from the additional
collection charge imposed upon the debtor. AML shall not receive any payment directly from the
Member.

d) Reports and Accounting. IC System will provide the Member and AML with periodic statements
showing the total amounts collected, commissions charged to debtors, and remittances made. The
Member shall have sixty (60) days from receipt of any statement to dispute its contents; thereafter,
the statement shall be deemed accepted unless fraud or material error is shown.

e) Local Authority to Recover Collection Costs.
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i Participation in the AML Municipal Collection Program requires that the Member have
adopted an ordinance, resolution, or code provision expressly authorizing the recovery of
third-party collection costs, fees, or commissions from the debtor.

ii. If the Member has not yet adopted such a provision, the Member agrees to do so prior to
referring any accounts for collection under this Agreement.

iii. AML may assist Members in reviewing or drafting model ordinance language to ensure
conformity with this requirement.

3. Term and Termination

a)

b)

c)

This Agreement shall commence on the Effective Date and remain in effect for one (1) year,
automatically renewing for successive one-year terms unless terminated by either Party upon sixty
(60) days’ written notice prior to renewal.

AML may terminate this Agreement for cause, including but not limited to the Member’s failure to
pay fees, breach of confidentiality, or violation of applicable laws or policies governing use of the
collection services.

Termination of this Agreement shall not relieve either Party of obligations incurred prior to
termination, including payment of fees or protection of confidential information.

4. Member Responsibilities

a)

b)

d)

The Member shall engage directly with IC System for placement of accounts, transmission of data,
and receipt of reports. AML shall have no role in managing individual account data or
communications between the Member and IC System.

The Member shall comply with all laws applicable to debt collection, including but not limited to the
Fair Debt Collection Practices Act (FDCPA), the Fair Credit Reporting Act, and all state and local
consumer protection laws.

The Member shall ensure that all accounts referred for collection are valid debts and that accurate,
complete, and lawful account information is provided to IC System.

The Member shall promptly notify AML of any disputes, complaints, or other issues arising from its
participation in the program that may materially affect AMLs administration or IC System’s
performance.

5. AML Responsibilities

a)

b)

c)

AML shall serve as the program administrator, managing the Master Agreement with IC System,
overseeing general performance, and coordinating any updates, renewals, or contract amendments.

AML shall track overall program performance, provide guidance or technical assistance to Members
as needed, and maintain compliance records related to the Master Agreement.

AML shall not be responsible for any collection outcomes, legal actions, or disputes between the
Member and its debtors, nor for any actions taken by IC System within the scope of lawful and
contracted collection services.

6. Summary of Terms and Conditions (Incorporation by Reference)

The Member acknowledges that AML's Master Agreement with IC System governs the structure of the
collection services available through this program. Without limiting the generality of the foregoing, the
following provisions of the Master Agreement are incorporated herein by reference and shall apply to
the Member’s participation:
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Compliance and Conduct: IC System must comply with all applicable federal, state, and local laws,
and must conduct collection activities in a professional and non-abusive manner.

Confidentiality: Consumer and account information shall be maintained confidentially and used
solely for lawful collection purposes.

Insurance and Licensing: IC System maintains all required licensure, bonding, and insurance under
applicable law.

Reporting: IC System will provide the Member and AML with regular reports regarding collections,
remittances, and account statuses.

Indemnification: The Member shall indemnify and hold AML harmless from any claims, losses, or
damages arising from the Member’s acts or omissions related to referred accounts or participation in
the program.

Termination Rights: AML retains the right to terminate or modify this Agreement to ensure
compliance with the Master Agreement or applicable law.

7. Confidentiality

Each Party shall maintain the confidentiality of any non-public, proprietary, or consumer information
obtained under this Agreement and shall not disclose such information to any third party except as
necessary to fulfill its obligations hereunder or as required by law. These obligations shall survive
termination of this Agreement.

8. Standard AML Provisions

a)

b)

d)

f)
g)

h)

Independent Contractor. The Parties are independent entities, and nothing herein shall be construed
to create a partnership, joint venture, or employment relationship.

Non-Discrimination. The Member agrees that no person shall be excluded from participation in,
denied benefits of, or subjected to discrimination under this Agreement on the basis of race, color,
national origin, sex, religion, age, disability, or other protected class under law.

Indemnification. Each Party shall defend, indemnify, and hold harmless the other Party and its
officers, employees, and agents from and against all claims, losses, liabilities, and expenses arising
out of its performance or failure to perform under this Agreement, except to the extent caused by
the other Party’s sole negligence or willful misconduct.

Public Records. The Member acknowledges that AML is subject to Alaska public records law and
agrees that information shared under this Agreement may be disclosed to the extent required by
law.

Governing Law and Venue. This Agreement shall be governed by the laws of the State of Alaska.
Venue for any action arising out of or related to this Agreement shall be in the courts of Anchorage,
Alaska.

Amendment. This Agreement may be amended only in writing, executed by both Parties.

Severability. If any provision is found invalid or unenforceable, the remaining provisions shall remain
in effect.

Entire Agreement. This document constitutes the entire agreement between AML and the Member
concerning participation in the AML Municipal Collection Program and supersedes any prior
understandings or communications on the subject matter herein.

9. Notices

Page 56 of 74



Page 57 of 74

All notices or communications required under this Agreement shall be in writing and delivered by hand,
certified mail, or recognized overnight courier service to:

If to AML:

Alaska Municipal League
One Sealaska Plaza, Suite 302
Juneau, AK 99801

Attn: Executive Director

If to Member:
At the address provided in Exhibit A.

10. Execution

IN WITNESS WHEREOF, the Parties have caused this Agreement to be executed by their duly authorized
representatives as of the dates below.

ALASKA MUNICIPAL LEAGUE
By:

Nils Andreassen, Executive Director

Date:

MEMBER MUNICIPALITY

By:
Name / Title:

Date:

EXHIBIT A — SERVICE ENROLLMENT FORM (Sample)
Member Municipality:

Mailing Address:

Primary Contact Name & Title:

Phone / Email:

Types of Accounts for Collection:

Estimated Annual Account Volume:

Program Start Date:

Administrative Fee: 30% of all monies collected by IC System, net of commission and administrative fee

Reporting Preference: (1 Monthly (1 Quarterly

Authorized Signature: Date:
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\>./ A LAS KA ONE SEALASKA PLAZA, SUITE 302 - JUNEAU, ALASKA 99801

» MUNICIPAL TEL(907)586-1325 - FAX (907) 463-5480 - WWW.AKML.ORG

MEMORANDUM OF AGREEMENT
Provision of Professional Services for the
Alaska Remote Seller Sales Tax Commission

Section 1. Purpose. This Memorandum of Agreement (this “MOA”) is effective as of the
1% day of July 2025 (the “Effective Date”), between the Alaska Municipal League (“AML”), an
Alaska intergovernmental, not-for-profit organization, and the Alaska Remote Seller Sales Tax
Commission (the “Commission”), an interlocal governmental entity, to set forth the terms for
AML to provide administrative and support services to the Commission.

Section 2. Scope of Services. AML will provide the following services for the Commission,
and/or as directed by the Board of Directors (the “Services”):
A. Support Commission Board, Subcommittee, and Member meetings, activities, and
communications, including the following tasks:
i.  Make meeting arrangements, and provide for notice in conformance with
Commission Bylaws
ii.  Provide agenda support
ii1.  Prepare meeting minutes
iv.  Provide compliance oversight
B. Support member meetings, activities, and communications, including the following tasks:
1. Maintain Commission member list
ii.  Administer annual member meeting
iii.  Conduct annual rate, boundary, and member Code review
iv.  Send monthly emails with updates on compliance, reporting, and software
development
v.  Establish a Commission website with information available to members, taxpayers,
and prospective members
vi.  AML will provide or organize the provision of legal support, at the direction of the
Commission, when legal services are needed for code enforcement actions or on
behalf of the Commission.
C. Enter into and manage software contracts necessary for collection, remittance, and
reporting, and all other services as required by the Commission:
1. With the provision that all contracts may revert to the Commission if the Alaska
Municipal League no longer acts as the administrator on behalf of the Commission.
ii.  The Commission shall be notified at least 120 days prior to any amendment,
extension or expiration of the applicable contract(s).

Page 1 of 8
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iii.  The Commission and AML shall work together, cooperatively for their mutual best
interest in negotiations with third party contractor(s). The Commission will have the
option to participate in contract negotiations, including any rate and fee negotiations.

iv.  The Commission may, at its discretion, delegate a member or members of the Board
to participate in contract negotiations on behalf of the Commission after timely
notification by AML as required under Subsection ii.

v.  Once a draft agreement is reached in contract negotiations, AML shall submit notice
to the Board requesting the Board hold a special meeting within the next 15 calendar
days to consider the draft agreement.

vi.  Contracts will be approved by the Board for execution by AML; unless, the Board
fails to hold a regular or special meeting within 15 calendar days after notice by
AML, in which case, the member or members delegated by the Commission to
negotiate on behalf of the Commission shall have authority to approve applicable
contracts on behalf of the Board.

a. GovOS Support — as required by contract attached as Exhibit A
b. ATR Support — as required by contract attached as Exhibit B
D. Coordinate Commission decision-making and operational activities through AML’s
Executive Director
1. Communicate staffing roles and responsibilities
E. Manage day-to-day operations of the Commission, including the following tasks:
i.  Conduct outreach to online retailers and national contacts

ii.  Conduct outreach to Alaska businesses

iii.  Establish and manage separate accounting.

a. Reconcile accounts on a daily basis
b. Remit net revenue to members on an agreed-upon and consistent date
c. Report —review in partnership with members

iv.  Follow the policies and procedures as set out by the board

v.  Manage and respond to legal or other questions from or directed to the Commission

vi.  Seller Compliance — review in partnership with members

vil.  Contract for a compliance audit and prepare required materials for audit
a. Make available the auditor to present to the board, and provide to the board the
audit and oversight documents
viii.  Maintain (including, without limitation, backing up its computer files, and
maintaining facilities and procedures for safekeeping and retaining documents) books
and records of the Commission and its operations

ix.  Provide an annual report

pex.  Collection Services: On behalf of the Commission, AML will pursue certain
delinquent accounts by contracting with a third party collection service company.
Delinquent accounts will be selected and pursued in accordance with a collections
policy approved by the Board of Directors.

AML-Commission Memorandum of MOA — Admin Services Page 2 of 8
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Section 3. Equipment and Supplies. AML will provide all necessary equipment and
facilities to timely and efficiently perform the Services.

Section 4. Standard of Care. AML agrees, at all times, to complete the Services in a
professional and timely fashion. In performing the Services, AML must exercise all due care and
caution in accordance with the best industry practices. The Commission will cooperate fully to
ensure that AML is capable of timely performing the Services.

Section 5. Commission Scope of Responsibilities. The Commission shall act in good faith
in the execution of this MOA, the Commission Bylaws, and the Intergovernmental MOA. The
Commission acknowledges the legal status of the Alaska Municipal League. The Commission
has the following duties and authority:

e Review and work with AML to develop a budget consistent with the administrative
needs of the Commission; and approve as determined by the Board.

e Review and approve annual staffing plan (recognizing the Commission has no direct
authority over AML staff), consistent with the budget, in support of necessary
Commission functions.

e Approve contracts related to the performance of services outlined in this agreement
valued over $10,000.

e Direct all Board and Commission inquiries and requests through the Executive Director

of AML or designee.

Establish administrative policies and procedures for the operations of the Commission.
Review and approve marketing and communication plans and strategies.

Approve implementation and amendment process of the MOA and Code.

Participate in and receive the annual audit report and oversight documents.

Conduct an annual performance review of AML’s activities.

Section 6. Term. The term of this MOA shall expire June 30, 2026. Subsequent terms shall
expire and be renewed on a fiscal year (July 1 — June 30) schedule. Prior to expiration of the
term, the parties will review the MOA and may amend the MOA as mutually desired and renew.
After the term, the MOA (amended or not) may be renewed for two additional one-year terms
upon approval of the board, unless sooner amended or terminated as provided below in this
MOA.

Section 7. Amendment. This MOA may be amended at any time by mutual written
agreement of the parties.

Section 8. Renewal. AML and the Commission may mutually agree to renew this MOA for
two successive one-year terms after the initial term of this MOA.

Section 9. Termination for Convenience. This MOA may be terminated by either party
upon 120 days’ advance written notice. In the event that this MOA is terminated, all finished or
unfinished documents, data compilations, reports, and/or other materials prepared by AML under
this Agreement are the property of the Commission and AML hereby agrees to peaceably return
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all such items to the Commission by or upon the effective date of termination and as may be
further instructed by the Commission. AML shall be entitled to receive compensation for
invoiced work performed to the effective date of the termination.

Section 10. Remediation. If the Commission determines that AML has failed to fulfill in a
timely and proper manner the obligations of this MOA, the Commission will notify AML in
writing of these deficiencies, work with AML to take action to address deficiencies within thirty
(30) days, with expected remediation within ninety (90) days.

Section 11.  Termination for Cause. If, through any cause, AML shall fail to fulfill in a
timely and proper manner the obligations under this MOA, unresolved within ninety (90) days
and determined to be significantly detrimental to the governance or fiduciary oversight of the
Commission, then the Commission shall thereafter have the right to immediately terminate this
MOA, upon a vote of the Board of Directors, by giving written notice to AML and specifying the
effective date thereof. The Commission reserves the right to terminate for cause within thirty
(30) if Board determines that circumstances necessitate. In either event, all finished or unfinished
deliverable items under this MOA prepared by AML shall, at the option of the Commission,
become its property, and AML shall be entitled to receive just and equitable compensation for
any satisfactory work completed on such materials prior to the effective date of termination. In
such event, AML shall not be relieved of liability to the Commission for damages sustained by
the Commission by virtue of any breach of this MOA, and the Commission may withhold any
payment due AML for the purpose of setoff until such time as the exact amount of damages due
the Commission from such breach can be determined.

Section 12.  Fees. Fees will be applied to total revenues upon collection each month, deducted
according to these terms, and the remainder of the revenue remitted to the member annual
revenues are determined by the Commission’s fiscal year.

A. GovOS. AML will facilitate payment of the Commission’s GovOS contract fees, which
may be reviewed and amended after five years after the effective date of the contract
(November 2024).

$0-$10M | $10M-$20M | $20M+
12% 8% 4%

B. ATR. AML will facilitate payment of the Commission’s ATR contract fees, which was
renewed in December 2023 under a new pricing model. ATR’s fees are structured as
follows, subject to a 5% annual increase.

Annual Revenue Annual Fee
Collected (Billed monthly) | ' ro-rata Monthly Fee
Up to $25 million $375,000 $31,250
Up to $30 million $400,000 $33,333
Up to $35 million $425,000 $35,417
AML-Commission Memorandum of MOA — Admin Services Page 4 of 8
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| Upto$40 million |  $445,000 | $37,083 |

C. Commission. The Commission’s fees will be collected monthly, applied as an annual,
board-approved percent of revenue to gross sales tax collected, consistent with the
budget. The total percent collected from fees (between GovOS, ATR and AML) should
be limited to not more than 20% in any one month, with the maximum preferred limit at
15% (and the intent to work toward lowering fees as quickly as possible). The
Commission as a whole may approve a higher percentage if circumstances demand.

D. AML Expenses
AML will submit monthly reports of expenses to the Board, and the Commission will pay
AML’s direct expenses and overhead expenses upon approval by the board or designee.
The overhead expenses rate will be set at 10% and may be renegotiated annually as part
of approving the Commission’s fiscal year budget. Overhead will be applied to direct
expenses as compensation for rent, computers and electronic equipment,
telecommunication equipment and services, and indirect staff time in proportion to the
Commission’s share of each line item as approved in the budget. Direct and indirect
expenses will be evaluated annually to ensure appropriate allocation. Cost beyond costs
approved in the budget are not a reimbursable direct expense and must be approved by
the board of directors. AML’s direct expenses include, and as provided for in the annual
budget are:

1. Staff who are directly responsible for Commission programs. Costs include salary
and benefits.

2. Contracts, insurance, and miscellaneous costs directly related to AML’s
performance of the Services

3. Any Commission-approved loan or start-up capital by AML will be repaid in
subsequent years in a manner as determined by the Board and in agreement with
AML, to include any agreed upon interest.

4. AML expenses paid by the Commission may not exceed the approved budget in
any fiscal year, unless a prior request to amend and increase the budget has been
received and approved by the Board of Directors.

Section 13.  Insurance.

AML will maintain general (currently $2,000,000) and professional liability insurance coverages
at all times during this MOA with limits and retention amounts in commercially-prudent
amounts consistent with industry standards to cover any loss arising as a result of any real or
alleged negligence, errors, or omissions on the part of AML’s officers, agents or employees
(minimum $1,000,000) in any aspect of the performance of services under this MOA.
Notwithstanding, the commercial general liability must include minimum coverage of
$1,000,000.
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The policy must name the Commission as an additional insured and provide that the policy may
not be cancelled without 30 days’ prior written notice to the Commission. Upon reasonable
request, the Commission shall be furnished with a certificate evidencing issuance of such policy
of liability insurance, and such certificate shall recite that said policy may not be canceled
without 30 days’ prior written notice to the Commission.

AML shall also maintain Worker’s Compensation and Employers Liability Insurance (with
minimum limits of $100,000 per accident). Worker’s compensation insurance and employers’
liability insurance shall be in compliance with the statutory requirements of the State of Alaska,
and any other statutory obligation, whether federal or state pertaining to compensation of injured
employees. The worker’s compensation insurance and employers’ liability insurance shall
contain a waiver of subrogation provision in favor of the Commission.

Section 14. Indemnification.

A. AML’s Obligation to Indemnify. AML shall, indemnify, defend and hold the
Commission harmless, including its directors, officers, employees, representatives,
affiliates, successors, and permitted assigns (the “Commission Indemnified Parties™)
from and against all liability, damages, demands, penalties, fines, causes of action, losses,
costs, or expenses, including attorneys’ fees asserted against, imposed upon or incurred
by any Commission Indemnified Party arising out of or resulting from: (a) any breach or
nonfulfillment by AML of, or any failure by AML to perform, any of the covenants,
terms, or conditions of, or any of its duties or obligations under, this MOA, including
without limitation any failure of AML to assume responsibility for any of the Services in
a timely manner in accordance with this MOA except to the extent that such breach,
nonfulfillment, or failure is caused by the actions of any Commission Indemnified Party;
(b) any negligent acts or omissions or willful misconduct related to this MOA; or (c) any
successful enforcement of this indemnity.

B. The Commission’s Obligation to Indemnify. To the extent allowed by law and subject to
availability and appropriation of funds by Members, the Commission shall indemnify and
hold harmless AML and its directors, officers, employees, representatives, affiliates,
successors, and permitted assigns (the “AML Indemnified Parties”) from and against all
liability, damages, demands, penalties, fines, causes of action, losses, costs, or expenses,
including attorneys’ fees asserted against, imposed upon or incurred by any AML
Indemnified Party arising out of or resulting from: (a) any breach or nonfulfillment by the
Commission of, or any failure by the Commission to perform, any of the covenants,
terms or conditions of, or any of its duties or obligations under, this MOA except to the
extent that such breach, nonfulfillment, or failure is caused by the actions of any AML
Indemnified Party; (b) any negligent acts or omissions or willful misconduct related to
this MOA; or (c) any successful enforcement of this indemnity.

Section 15. Miscellaneous. This MOA does not create, and shall not be construed as
creating, any rights enforceable by any person or entity not a party to this MOA. Nothing in this
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MOA 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 Commission and AML. This
MOA may not be assigned without the prior written consent of the other party, which may not be
unreasonably withheld. This MOA represents the entire agreement and understanding between the
parties with respect to the subject matter of this MOA and supersedes all prior or contemporaneous,
express or implied, written or oral MOAs, representations, and conditions between the parties with
respect to the subject matter of this MOA. This MOA may be executed in any number of
counterparts, including by electronically transmitted signature, and each counterpart shall for all
purposes be deemed to be an original; and all such counterparts shall together constitute but one and
the same MOA. This MOA may only be modified upon mutual MOA in writing by both parties.
The failure of the Commission to enforce a provision of this MOA shall in no way constitute a
waiver of the provisions of this MOA or a waiver of any subsequent breach of the same or similar
condition or provision of this MOA, nor shall it in any way affect the validity of this MOA. If any
section or clause of this MOA is held invalid by a court of competent jurisdiction, or is otherwise
invalid under the law, it is the intent of the parties that the remainder of this MOA shall remain in
full force and effect.

Section 16.  Contract Administration. The Commission Board President, or the President’s
designee, shall be the representative for administering this MOA on behalf of the Commission. The
Executive Director of AML shall be the representative for administering this MOA on behalf of
AML.

[SIGNATURE PAGE FOLLOWS]
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The parties have executed this MOA effective as of the Effective Date.

The Commission: ALASKA REMOTE SELLER
SALES TAX COMMISSION

By:

Its:

AML: ALASKA MUNICIPAL LEAGUE

By:

Its:
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ALASKA SELLER
COMMISSION

ARSSTC Collections Policy
(for internal use only)

The following policy addresses the process flow and selection criteria for businesses who owe a debt to the
ARSSTC.

Background

In general, when a remote seller files through the ARSSTC, the remote selleris required to pay in full. Every
ARSSTC member jurisdiction receives revenues monthly, based solely on what is reported by a remote seller.
Whether or not a remote seller pays in full has no impact on the revenues remitted to the member
jurisdiction(s).

There are limited circumstances where a remote seller can create a balance due with the ARSSTC. Here are
some examples:
e ACH Credit underpayment — usually small differences, less than $5.00.
e Amended Return — seller files an amendment that resultsin an increased tax due.
e Estimated Assessment — seller is delinquent in filing, and the ARSSTC prepares an estimate of their
liability.
e Audit Assessment —remote seller is issued an assessment following an ARSSTC audit of their reported
gross / exempt sales.

To reiterate, under each of the above balance due examples, ARSSTC member jurisdictions receive revenues
based on what is reported when the assessment or amendment is processed, regardless of the amount paid
by the remote seller. Any underpayment by the remote seller after processing the assessment or amendment
is a receivable that the ARSSTC pursues for collection.

Proposed Process Flow
Once a balance due has been established, staff will begin the process of communicating with the remote seller
to collect on the balance due. This process is scaled as follows:
Initial Steps
e [nitial email to POC on record (for amendments and ACH Credit underpayments)
e Notice of assessment sent via certified mail (for estimated and audit assessments)

If the initial steps are unsuccessful, a certified demand letter will be sent requesting payment in full within the
next 30 days. Once the certified demand letter is determined to be unsuccessful, then the collections efforts

will escalate under the following proposed escalation policy.
1
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Proposed Escalation Policy
Staff is proposing one of two collection routes be taken when the above certified letter efforts are not

successful.

Option 1 - Send any account balance due to a collection agency for processing / pursuit
e Collections fees will be added to the debt total collected so that the ARSSTC will receive the full

amount due from the remote seller.
o Reminder that ARSSTC member jurisdictions will have already received the appropriate

revenues.
o The collection agency that has contracted with AML does offer legal pursuit of larger balances

owed. They will work with appropriate attorneys in the necessary states for further escalated
action.

Option 2 — reserve the collection agency for smaller balances owed, and employ Landye Bennett Blumstein
(LBB) for legal pursuit of larger balances
e Would need to draw a $ threshold for which balances go to the collection agency vs LBB.

o Possibly use $10,000 as S threshold?
o Collections fees & attorneys fees will be added to the debt total collected so that the ARSSTC

will receive the full amount due from the remote seller, regardless of which entity does the
collecting.
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ALASKA SELLER
COMMISSION

To: ARSSTC Board of Directors
From: Clinton Singletary, Statewide Municipal Sales Tax Director
Date: December 17,2025

Re: GovOS Upgrade / Contract Planning

AML staff meet regularly with GovOS (now Neumo) representatives to work through system
issues, support tickets and overall system planning.

Recently, Neumo has been moving forward with shifting clients to a newer, upgraded version of
the filing portal. Neumo representatives have encouraged us to begin considering moving
towards the upgraded portal as well, as it is a significant workload and sufficient prior planning
is required.

Neumo representatives have also stated that the current contract could be re-examined in
conjunction with upgrading the portal.

AML is targeting an initial overview meeting with Neumo representatives in January to get a
sense of what moving forward with an upgrade could look like. We wanted to give the Board an
opportunity to designate a Board representative(s) to participate in this meeting and any next
steps that may present themselves.
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ALASKA SELLER
COMMISSION

To: ARSSTC Board & ARSSTC Membership
From: Clinton Singletary, Statewide Municipal Sales Tax Director
Date: December 17, 2025

Re: Inclusion of certain marketplaces in the ARSSTC

The last round of Uniform Remote Seller Sales Tax Code amendments that were adopted in July 2024 included
clarification around the filing & remittance responsibilities of certain marketplaces.

Here is the specific code language that was adopted:

Section 040(C) — Obligation to Collect Tax — Threshold Criteria

The following marketplace facilitators are excluded from the obligation to collect tax outlined in this section:
1. Delivery network companies that deliver tangible personal property on behalf of a marketplace
seller that is engaged in business in a member jurisdiction,
2. Marketplaces facilitating the rental of transient lodging accommodations in hotels, commercial
transient lodging facility, homes, apartments, cabins or other residential dwelling units, and
3. Marketplaces that facilitate or perform travel agency services.

Section 050(F) -Reporting and remittance requirements for local and remote sales
The following marketplace facilitators shall report and remit to, and comply with standards of, including audit
authority, the member jurisdiction:
1. Delivery network companies that deliver tangible personal property on behalf of a marketplace
seller that is engaged in business in a member jurisdiction,
2. Marketplaces facilitating the rental of transient lodging accommodations in hotels, commercial
transient lodging facility, homes, apartments, cabins or other residential dwelling units, and
3. Marketplaces that facilitate or perform travel agency services.

These amendments were made to clearly outline in the Uniform Code the original opinion of ARSSTC members
that reporting and remittance of short-term rental (STR) tax revenues should be excluded from the ARSSTC.
This was based on the idea that the physical presence of short-term rentals within member jurisdictions
requires the rental owner to remit directly to the member jurisdiction.

This same position applies to other types of marketplaces such as delivery network companies or
marketplaces that facilitate travel agency services such as vehicle rentals, tour purchases and other travel
packages. The over-riding principle is that if the rental, tour or other travel package is physically occurring
within a jurisdiction, the physical nature of the sale disqualifies the sale from being reported through the
ARSSTC.
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ALASKA SELLER
COMMISSION

Where things stand now:

There has been interest in restructuring the ARSSTC to allow all types of marketplaces to remit through the
ARSSTC. One of the arguments of this shift is that it will greatly improve compliance and tax collection as
marketplaces will have clear guidance and will have the ability to remit to one statewide entity.

Here’s a summary of the steps that we believe need to be taken:

1.
2.

Modify Uniform Remote Seller Code to remove the exclusions explained on the last page.

Amend the ARSSTC Intergovernmental Agreement to ensure that member jurisdictions have granted
proper authority to collect from these marketplaces.

Possibly amend local sales tax code to ensure appropriate alignment with the Uniform Remote Seller
Code.

Investigate possibility of an “opt-out” provision for communities that don’t want these marketplaces to
go through the ARSSTC.

Expected Benefits

Expected full tax collection compliance around short-term rental tax collection.
o Communities won’t have to chase local STR hosts for registration and collection as marketplace
will be collecting on their behalf.
o Communities won’t need STR compliance software to assist with host identification, for the sole
purpose of tax compliance.
Expected full tax collection compliance around car rental marketplaces.
o Communities won’t have to chase local vehicle owners for collection since marketplace will be
collecting / remitting on their behalf.
Increased tax remittance on hotels & tours rented / sold through marketplaces.
o Many communities allow hotels and tour operators to only remit sales tax on the “net” amount
they receive from the 3 party that made the actual sale.
o Under this model, the 37 party marketplace would be required to remit sales tax on the full
amount of the hotel or tour sale price.

Recent Action / Next Steps

This topic was presented for discussion at the ARSSTC Annual Meeting on October 23, Airbnb reps
were also present for feedback and additional insight into how this would impact marketplaces.
There were mixed opinions received from members; several members were supportive and recognized
that this would benefit more than just short-term rental compliance. Some members were concerned
about having non-remote transactions reported through the ARSSTC along with this leading to a loss of
community autonomy.
If the Board is interested in moving this forward, staff will take immediate action to draft the necessary
code changes, intergovernmental agreement changes and other items that need updating.
Once everything is drafted, we will bring the documents & process back to the Board for review and
approval.
Members will then need to approve proposed changes for subsequent approval by their local
governing body.
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ALASKA SELLER
COMMISSION

To: ARSSTC Board of Directors

From: Clinton Singletary, Statewide Municipal Sales Tax Director
Date: December 17, 2025

Re: Tax Rate & Boundary Files

Staff have been researching the idea of creating tax rate & boundary files modeled after those
that are published by Streamlined Sales Tax member states.

These files are intended to allow for more accurate taxation by sellers and any 3" party tax
companies that use the data, as the files attribute a tax rate to every mailing address within a
jurisdiction.

This type of structure would provide a solution for several of the most common taxation errors
that we hear of from residents & communities:
1. Individuals living outside city limits being charged city sales tax.
2. Residents of one community being charged a neighboring community’s sales tax due to
the two communities sharing a ZIP code.
3. Failure to charge sales tax if destination city isn’t an exact match for an ARSSTC
community.

Here is a link to SSTGB rate & boundary files for example:
https://www.streamlinedsalestax.org/Shared-Pages/rate-and-boundary-files

Moving forward with establishing rate & boundary files for Alaska would be beneficial for
several reasons:
1. Salesto addresses outside city limits tax errors would be addressed, reducing the
amount of erroneous taxation.
2. Businesses using zip code-based tax tables would have another option, leading to more
accurate taxation.
3. Residents would be dealing with fewer occurrences of incorrect taxation and spend less
time with customer service trying to remedy the issue.

Creating these files is a significant project, larger than what ARSSTC staff can take on. We have
had initial discussions with our current ATR Tax lookup team regarding the possibility of them
taking on this additional project. They are well suited to such a project, as they have worked
through the same project for at least one other state.
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The basis for these files will be mailing-address data from communities. For communities on the
road system or those with a property tax, we have confirmed that the appropriate data is
generally available from the respective Borough(s). For those communities not on the road
system, we would work with those communities to identify what mailing addresses are in place
for the community (i.e. is there mail delivery or only PO Boxes).

If we were to move forward with this project, it would be completed in stages. The first stage
would focus on the communities that tend to have the most taxation issues around city limits
boundaries such as North Pole, Mat-Su area cities and the Kenai Peninsula Borough.
Subsequent stages would focus on those communities that share Zip codes and those most
likely to have taxation issues.

This information was shared at the October 23, 2025 Annual Meeting for member discussion
and the gauge interest. There was minimal discussion but Wasilla and Palmer both commented
that this effort would be a benefit to their communities and staff.

If the Board wanted to move forward, we would obtain a statement of work from ATR along
with cost information. Once this is obtained, we can work to incorporate funding for the project
into the FY27 budget.

Next Steps
e (Questions from the Board or Members?

e [sthere interest from the Board in moving this project forward and requesting a formal
proposal from ATR that can be acted on?

Page 72 of 74



Page 73 of 74

ALASKA SELLER
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To: ARSSTC Board of Directors
From: Clinton Singletary, Statewide Municipal Sales Tax Director
Date: December 17,2025

Re: 2026 Board Meeting Schedule

The Board has historically met every other month throughout the year. For 2025, the first
meeting of the year was in February. In addition, over the last several years, the meetings have
been scheduled for the 3" Wednesday of the month from 10am-noon.

e Doesthe Board wish to have the first 2026 meeting in January or February?
e Does the Board wish to maintain the same 3@ Wednesday of the month, 10am-noon

schedule?

A new set of Board meeting invitations will be sent prior to Jan 1 for 2026 based on what the
Board decides.
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To: ARSSTC Board of Directors
From: Clinton Singletary, Statewide Municipal Sales Tax Director
Date: December 17, 2025

Re: City of Bethel Board Seat

Jim Chevigny, Finance Director with the City of Bethel resigned from the city earlier this month.
Libby Bakalar has been named as the replacement designee for Bethel’s seat on the ARSSTC
Board.

Under the ARSSTC Bylaws, Libby will serve until the next Board of Directors in 2026.
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