BFD-181-02

RESCLUTION OF THE
BUDGET AND FINANCE COMMITTEE
OF THE NAVAJO NATION COUNCIL

Approving the Navajo Nation Sales Tax Trust Fund
Plan of Operation for Distributing Funds

WHEREAS:

. Pursuant to 2 N.N.C. §§ 371 and 372(D), the Budget and
Finance Committee is established and continues as a standing committee
of the Navajo Nation Council with authority to protect the interests
of the Navajo People through efficient use of funds, as well as
through prudent management of financial reserves; and

2. Pursuant to 2 N.N.C. § 372(B)(4), the Budget and Finance
Committee is authorized. to coordinate and review fiscal activities of

the Navajo Nation and its chapters; and

3. Pursuant to 2 N.N.C. § 374(B), the Budget and Finance
Committee is authorized to require reports fraom and monitor the
financial performance of the Navajo Nation and its chapters; and

4. By Resolution CO-84-01, the Navajo Nation Council approved
the Navajo Nation Sales Tax with an effective date of April 1, 2002,
and that Tax is attached hereto as Exhibit A; and

B Pursuant to Section 620(B) of that Tax, 100% of the net
revenue generated from retail establishments shall be distributed to
the specific chapter in which the retail sale occurred, so long as
that chapter is governmance-certified at the time of the sale; and

6 Pursuant to Section 620(C) of that Tax, 100% of the net
revenue generated from retail establishments where nc governance-
certified chapter exists, shall be deposited in a trust fund and
distributed pursuant to a plan of operation developed by the Office of
Navajo Government Development and approved by the Budget and Finance
Committee; and

7. The Budget and Finance Committee has determined that the
Navajo Nation owes a higher duty of care to the chapters and the
taxpayers to ensure the revenues generated by taxation, are adequately
accounted for, as well as expended for infrastructure and economic

development and governmental purposes; and

8. Pursuant to Section 620(C) of that Tax, the Office of Navajo
Government Development, in coordination with the Office of the Tax
Commission and the Budget and Finance Committee, conducted public
hearings on the draft Navajo Nation Sales Tax Trust Fund Plan of
Operation for Distributing Funds (“Plan of Operation”), and revised
that Plan of Operation based on those hearings; and



EXHIBIT "A"

SALES TAX
Chapter 6

October 18, 2001

Page 1 of 10

24 NN_C. 8§ 60] er <eq.

Tzble of Contents

Section 601. SHORT TITLE.

Section 602. PURPOSE.

Section 603. TAX IMPOSED.

Section 604. LEGAL INCIDENCE AND

RESPONSIBILITY FOR PAYMENT.

. Secuion 605. RATE OF TAX.

Section 606. ADMINISTRATION.

Section 607. DEFINITIONS.

Secton 608. NAVAJO NATION GOVERNMENT.

Secuon 609.

EXEMPTIONS AND EXCILUSIONS.

Secuon 610.

CREDITS.

Secuon 611. RESERVED.

Section 612. FILING OF RETURN.

Section 613. PAYMENT OF TAX.

Section 614. RECORDKEEPING.

Section 615. RESERVED.

Section 616. RESERVED.

Secnion 617. RESERVED.

Section 618. RESERVED.

Section 619. RESERVED.

Section 620. ALLOCATION OF REVENUE.

Section 621. NO €ONFLICT WITH LOCAL
GOVERNANCE ACT.

Section 622. SEVERABILITY.

Section 623. EFFECTIVE DATE.

Section 624. REPEALS.




Section 607.  DEFINITIONS.

Subiject 10 additional definitions (if anv) contained in the subsequent sections of
this Chapier. anc unless the context otherwise recuires. in this Chapter:

(A) "Consideration" means anv mone\ or other pecuniary benefit. coods.
nersonal or real property. services. or anv combination thereof. which accrues as 2 right.
profit, advantage. or benefit 10 a person. or which reflects a pavinent. detriment. joss. or

responsibilitv of 2 person.

B) "Construction Actvinv" means anv buildine. aliering. repainng. installing.
or demolishine in the ordinarv course of business. whether 2 project is completed or not.

any:
road. highwav. bridge. parking area. fence. livestock guard. gate.

or related stucture;

building. siadium. or other structure:

airport. railwav, or similar transponation facilitv:

park. trail. zthletic field. colf course. or similar facility:

dam. reservoir. canal. ditch. culvert. or similar facility:

sewerage or water treatment facilitv. power plant. pumping
slztion. natural cas compressing slation. €as processing plant and
cathering lines. coal gasification plant, refinery. distillery.

blending. or similar facilitv:
sewerage, waler, coal. coal slurrv. gas. or other pipeline;
transmission line:
9. radio. television. microwzave. telephone. or other similar tower;
10.  water. o1l. ezsoline. fuel or other storage tank:
11.  shafi. tunnel. or other mining appurtenance:
12.  microwave station. or similar facilitv;
3. leveling. clearing. or other preparation of Jand:
4. excavating of earth;
15.  dnlling of wells of any tvpe. including seismograph shot holes or

el

’C‘J‘\Ehbhllj

o0 |~

core dnlling: or _ _
16. anv similar work or activitv.

(C) __ "Emplovee” means 2 person in the service of another person under anv
contract of hire. express or implied. oral or writien. where the emplover has the power or
right 1o contro] and direct the emplovee in the material details of how the work is to be

performed.

(D) ___"Enterprise” means anv non-corporate business entitv created bv action of

the Navajo Nation Council.

(E) _ "Fair Market Value" means the amount of consideration at which personal
or real property or services would change hands via an arms-length transaction between a
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(K)  "Performeance" meanc the pariial or complete fulfillment or
accomplishment of z promise. contracl. or other oblicztion according 1o the terms of such

promise or contract.

(L) "Peniod" means g czlendar guarter.

(M) _ "Fersonal Propern" means anV 1zngibie property which may be seen.
1ouched. weighed or mezsured. or is in anv manner perceptible to the human senses.
including. but not limited 1o, electicity. natural cas. goods or merchandise of anv kind.
goods purchased for consumption or other use. goods purchased for incorporation mnto
other personal or real propertv. and goods purchased for use in the performance of anv
service. whether or not such eoods are consumable. movable. separable. affixed to. or
incorporated into. other personal or real properny. znd whether or not such goods retain

their oneinal character upon final sale.
"Personal Propern™" also means anv inizngible property which cannot be

phvsicallv perceived by the humen senses. such as paients. trademarks. copvrights.
franchises. licenses. knowledee. information. 1deas. advice. and other intangible 1tems of
value or legal nights of anv kind.

(N) "Szle" means anv trznsaction. including a lease oy rental. for consideration
of anv kind that resulis in the transier of ownership and/or possession. deliverv, use. or

enjovment of personal or real propertv. or the performance of anv service.
A "Szle" incJudes circumstances where the title 10 personal or real

propertv is retained as secunity for pavment. and includes circumsiances where no actual
phvsical transfer of personal or real property or services occurs.

(O) " Sele for Resale" means a sales ransaction for purposes of anv further
sale. processing. manufacmurine. or other commercial or industrial purposes. as
distincuished from a retail sale.

(P)  "Services" means manual. mechanical. or intellectual labor performed. and
includes other business activitv that does not have phvsical characteristics.

(Q)  "Subcontract” means any Jegal duty. obligation. or responsibility. express -
or implied. unilateral or bilateral. written or unwrinien. between 2 eeneral contractor and a

subcontractor.

(R)___ "Subcontractor" means a person who takes from the general contractor a
specific part of the work undertaken bv the general contractor.

Section 608. NAVAJO NATION GOVERNMENT.

(A)  Sales by corporations owned bv the Navajo Nation government or any
political subdivision thereof shall be fullv subject 10 the tax imposed by this chapter.
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(E) Through December 31, 2003. & person mav exclude from gross receipts
anv amount received from a yrencaction on which the Hote] Occupancy Tax has been

paid.

Secton 610.  CREDITS.

A person mav take 2 credit 2oainst the 12x imposed by this Chapter for taxes paid
pursuant 10 anv nondiscriminatory excise 1ax imposed bv anv dulv established 1ownship
or Jocal sovernment subunit, provided that revenues from such excise tax are utilized to
provide essential covernmental services.

Secuon 611. RESERVED.

Secuion 612. FILING OF RETURN.

(A) __ Each person must file a return indicating all szles from applicable gross
receipts and the 12x due under this Chapter for each period bv the fifieenth dav of the
second month afier the end of each calendar quarier. Returns are due on Mav 15. August
15. November 13. and Februarv 135 of each calendar vear.

(B) __ The Commission mav bv form or reculation recuire that other
information. records or relevant documents which i1 deems necessarv for the proper and
efficient administration of this Chapter be included with the return. and that the return be

siened bv a specified person.
(C) _ No return need be filed bv anv person who 1s exempt under Section 609.

provided that the Office of the Navajo Tax Commission may require such person to file

the information necessarv 10 establish its exempt status.
(D) __Inthe case of the exemption provided for in Section 609(A). the filing by

2 person of a proper certificate of exemption with the Office of the Navajo Tax
Commission shall constuitute 2 claim for exemption.

Section 613. PAYMENT OF TAX.

Pzyment in full of the taxes owed for a panticular period is due on the same date
that the completed return for that same period is due. The Office of the Navajo Tax
Commission. however. mav require pavment of anv taxes due on a monthlv basis.

Section 614. RECORDKEEPING.

(A)  Each person shall keep all records which pertain 1o or relate in anv manner
10 2l] sales from anv business activitv engaged in at anv time bv such person. Such
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records shall be maintained sepzratelv for ezch reporting period during which 2 person is

engaged in business activity.
(B)  Records recuired 1c be kept must be preserved for four vears bevond the

end of the pernad 10 which the records relate.

Cection 615. RESERVED.

Section 616. RESERVED.

Sectjon 617. RESERVED.

Section 618. RESERVED.

Section 619. RESERVED.

Section 620. AL1OCATION OF REVENUE.

Afier allocation 1o permeanen: or special revenue funds as required bv Navaio
Naztion law. and allocation to the Tex Adminstration Suspense Fund as reaquired bv the
fisczl policv adopied bv the Navzijo Tax Commission for such Fund. the net revenue from

this Chapter shall be disbursed as follows:

(A)  Except as otherwise provided in subsections (B) and (C). 100% of
the revenue collected shall be deposited into the General Fund of the Navaio Nation.

(B) 100% of the revenue collected from retail establishments shall be

allocated 10 the specific chapier in which the retail sale occurred, provided that such
chapier is governance-certified pursuant 10 the Local Governance Act at the time of such

sale.

(C) 100% of the revenue collected from retail establishments in
chapiers thai are not eovernance-certified shall be deposited into a trust fund to be
appropriated pursuant 1o a plan of operation developed bv the Office of Navajo
Govermment Development and approved bv the Budeet and Finance Cormmmittee of the

Navajo Nation Council.
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EXHIBIT “B”

Navajo Nation Sales Tax Trust Fund
Plan of Operation for Distributing Funds

Section 1: Adoption and Purpose

The Navajo Nation Sales Tax Trust Fund Plan of Operation for
Distributing Funds is hereby adopted. Its purpose is to define how
the Fund shall be structured and how distribution to the chapters
shall occur. The distribution shall be agency-based so the revenue
generated at retail establishments in an agency shall be shared among
the chapters in that same agency. -

Section 2: Declaration of Policy

The policy underlying this Plan of Operation is to legitimize the
use of the tax by dedicating it to infrastructure and economic
‘development, and other governmental purposes and to ensure that the
revenue is - -accounted for.

Section 3: Deposits and Identification of Fund Accounts

The Office of the Navajo Tax Commission shall identify from which
agency the tax revenue is derived and provide this information to the
Office of the Controller, along with the amount of deposits. The
Office of the Controller shall segregate the amounts into five (5)
separate fund accounts, one for each agency.

Section 4: Distribution

A, One-hundred percent (100%) of the Fund shall be distributed
to the chapters annually. The distributions shall be for
infrastructure and economic development, as well as other governmental
purposes as set forth in duly-approved chapter budgets.

B. The Division of Community Development is delegated
administrative responsibility for the distributions which shall occur
as follows: 50% shall be divided equally among the chapters within
their respective agencies, and the remaining 50% shall be divided
proportionately among the chapters based upon the percentage of voters
Eggisterad in the chapter to the number of voters registered in the
Navajo Nation as defined by the most current voter registration.

Section 5: Annual Audit and Report

The Navajo Nation shall include this Fund within its annual audit
and report. The report shall be distributed to the Budget and Finance
Committee and interested members of the Navajo public.




FOREWORD

I am pleased to bring to you the Navajo Nation Sales Tax Distribution Plan. It brings together
the recommendations of many civic-minded individuals who attended one of the five agency-
wide hearings that took place throughout the Navajo Nation from October 1, 2002 to October 16,
2002. These individuals were concerned about how their tax dollars would be spent. It also
brings together the hard work of the Office of Navajo Government Development, Office of
Navajo Tax Commission, and Budget and Finance Committee of the Navajo Nation Council.
The Distribution Plan was adopted by the Budget and Finance Committee on December 17,
2002, by Resolution BFD-191-02. What follows in this publication is a brief introduction
addressing the history of the Sales Tax, relevant sections of the Sales Tax as it pertains to the
development of the Distribution Plan, and a description of the testimony given at the Sales Tax
Distribution Plan hearings. Additionally, this publication includes a copy of the Resolution
BFD-191-02, the full text of the Sales Tax, and the full text of the Distribution Plan. And finally,
this publication includes tables of the actual revenues generated by the Sales Tax in the fourth
quarter of Fiscal Year 2002, and the first quarter of Fiscal Year 2003. It also includes the
projected revenues generated by the Sales Tax for the remainder of Fiscal Year 2003 and for
Fiscal Year 2004.

Lovengo-Bedonie
INTRODUCTION

[insert 1. History of the Sales Tax]

[insert 2. Relevant Sections of the Sales Tax as it pertains to development of the Distribution

Plan]

[insert 3. Sales Tax Distribution Plan Hearings]
new: (3) to ensure accountability and deter misappropriation, prosecution in Navajo
courts is built in, and a policy to stop misuse and misappropriation will be developed by
the Budget and Finance Committee;
new: (4) the funds will be used for infrastructure and economic development, as well as
for other governmental purposes as set forth in duly-approved chapter budgets.

Due to the vast array of testimony regarding how much of the Trust Fund should be distributed,
and how much should be retained, the Office of Navajo Government Development and the
Budget and Finance Committee, decided to leave it to the chapters themselves to determine if
they want to save and invest for the future. Therefore, 100% of the Fund shall be distributed on
an annual, lump-sum basis to the chapters.



BFD-191-02

RESOLUTION OF THE
BUDGET AND FINANCE COMMITTEE
OF THE NAVAJO NATION COUNCIL

Approving the Navaijo Nation Sales Tax Trust Fund
Plan of Operation for Distributing Funds

WHEREAS :

1. Pursuant to 2 N.N.C. §§ 371 and 372 (D), the Budget and
Finance Committee is established and continues as a standing
committee of the Navajo Nation Council with authority to protect
the interests of the Navajo People through efficient use of funds,
as well as through prudent management of financial reserves; and

2. Pursuant to 2 N.N.C. § 372 (B) (4), the Budget and Finance
Committee is authorized to coordinate and review fiscal activities
of the Navajo Nation and its chapters; and

3. Pursuant to 2 N.N.C. § 374(B), the Budget and Finance
Committee is authorized to require reports from and monitor the
financial performance of the Navajo Nation and its chapters; and

4. By Resolution CO-84-01, the Navajo Nation Council approved
the Navajo Nation Sales Tax with an effective date of April 1,
2002, and that Tax is attached hereto as Exhibit A; and

5. Pursuant to Section 620 (B) of that Tax, 100% of the net
revenue generated from retail establishments shall be distributed
to the specific chapter in which the retail sale occurred, so long
as that chapter is governance-certified at the time of the sale;
and

6. Pursuant to Section 620(C) of that Tax, 100% of the net
revenue generated from retail establishments where no governance-
certified chapter exists, shall be deposited in a trust fund and
distributed pursuant to a plan of operation developed by the Office
of Navajo Government Development and approved by the Budget and
Finance Committee; and

7. The Budget and Finance Committee has determined that the
Navajo Nation owes a higher duty of care to the chapters and the
taxpayers to ensure the revenues generated by taxation, are
adequately accounted for, as well as expended for infrastructure
and economic development and governmental purposes; and

8. Pursuant to Section 620(C) of that Tax, the Office of
Navajo Government Development, in coordination with the Office of
the Tax Commission and the Budget and Finance Committee, conducted
public hearings on the draft Navajo Nation Sales Tax Trust Fund
Plan of Operation for Distributing Funds (“Plan of Operation”), and
revised that Plan of Operation based on those hearings; and

9. The Budget and Finance Committee has determined that it is
in the best interest of the Navajo Nation to adopt the Plan of



Operation attached hereto as Exhibit B, with distributions to begin
in Fiscal Year 2004.

NOW THEREFORE BE IT RESOLVED:

1. The Budget and Finance Committee of the Navajo Nation
Council hereby approves the revised Plan of Operation, attached
hereto and incorporated herein as Exhibit B, with distributions to
begin in Fiscal Year 2004.

2. The Budget and Finance Committee of the Navajo Nation
Council further directs the Division of Community Development to
make all necessary arrangements within its Division for the
adequate implementation of this Plan of Operation, as well as
provide the 110 chapters with copies of the Plan of Operation.

3. Consistent with the Plan of Operation, the Budget and
Finance Committee hereby directs the Office of the Controller to
make all necessary arrangements within its Division for adequate
implementation.

4. Consistent with the Plan of Operation, the Budget and
Finance Committee hereby directs the Office of the Navajo Tax
Commission to make all necessary arrangements within its Office for
implementation.

CERTIFICATION

I hereby certify that the foregoing resolution was duly
considered by the Budget and Finance Committee of the Navajo Nation
council at a duly called meeting at Window Rock, Navajo Nation (AZ)
at which a quorum present and that same was passed by a vote of 5
in favor, 2 opposed, and 0 abstained, this 17th day of December,
2002.

Lorenzo Bedonie, Chairperson
Budget and Finance Committee
Motion:
Second:



Navajo Nation Sales Tax Trust Fund
Plan of Operation Distributing Funds

Section 1: Adoption and Purpose

The Navajo Nation Sales Tax Trust Fund Plan of Operation for
Distributing Funds is hereby adopted. Its purpose is to define how the
Fund shall be structured and how distribution to the chapters shall occur.
The distribution shall be agency-based so the revenue generated at retail
establishments in an agency, shall be shared among the chapters in that

same agency.

Section 2: Declaration of Policy

The policy underlying this Plan of Operation is to legitimize the use
of the tax by dedicating it to infrastructure and economic development, and
other governmental purposes, and to ensure that the revenue is accounted
for.

Section 3: Deposits and Identification of Fund Accounts

The Office of the Navajo Tax Commission shall identify from which
agency the tax revenue is derived and provide this information to the
Office of the Controller, along with the amount of deposits. The Office of
the Controller shall segregate the amounts into five (5) separate fund
accounts, one for each agency.

Section 4: Distribution

A. One-hundred percent (100%) of the Fund shall be distributed to
the chapters annually. The distributions shall be for infrastructure and
economic development, as well as other governmental purposes as set forth
in dulyv-approved chapter budgets.

B. The Division of Community Development is delegated administrative
responsibility for the distributions which shall occur as follows: 50%
shall be divided equally among the chapters within their respective
agencies, and the remaining 50% shall be divided proportionately among the
chapters based upon the percentage of voters registered in the chapter to
the number of voters registered in the Navajo Nation as defined by the most
current voter registration.

Section 5: Annual Audit and Report

The Navajo Nation shall include this Fund within its annual audit and
report. The report shall be distributed to the Budget and Finance
Committee, and interested members of the Navajo public.

Section 6: Misappropriated or Misused Funds

Misappropriated or misused funds by chapter staff or officials shall
be prosecuted in the courts of the Navajo Nation, as well as by the Ethics
and Rules Committee. Additionally, the Navajo Nation shall attempt to stop
the misuse or misappropriation, as well as retrieve any money or value it
can, pursuant to a policy to be developed by the Budget and Finance
Committee.

Section 7: Amendments

Any section herein may be amended upon recommendation by the Office
of Navaijo Government Development and approval by the Budget and Finance

Committee.




