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Alaska Remote Seller Sales Tax Commission

Commission Board Meeting

May 7th, 2020 * 11:00 a.m. — 12:00 p.m.

Roll Call

Approval of Agenda
Approval of Minutes
Executive Director Report

Consideration of Actions

A. Separating revenue streams
1. Landye Bennett Memo
2. MUNIRevs Proposal
B. Refunds
1. Resale Certificates
2. Item Exemptions
C. Early Filer discount — additional software programming
D. Model Code
E. Alcohol and tobacco remotes sales tax collection

Annual filing option (code revision)
Crisis — Fee Waiver
Interpretation — for reference

Adjourn



Board Present:

ARSSTC BOARD MEETING
Teleconference
January 21st, 2020

Jeff Rogers, City and Borough of Juneau

Troy Tankersley, City of Wasilla

Scott Bloom, City of Kenai

Brandi Harbaugh, Kenai Peninsula Borough
Cynna Gubatayao, Ketchikan Gateway Borough
Stephanie Queen, City of Soldotna

Mike Tvenge, City of Kodiak

Others in attendance:
Dawn Wesley, Program Manager
Nils Andreassen, Executive Director

President Rogers called the January 21, 2020, Alaska Remote Sales Tax Committee Board meeting to
order at 9:02 a.m.

VI

VII.

Roll Call — All present.

Approval of Agenda
*Jeff added the subject of insurance to agenda after the budget
Motion to approve made by Troy, seconded by Stephanie. Passed with no objection.

Approval of January 6, 2020 Minutes
*Stephanie asked to correct her city to Soldotna
Motion to approve made by Mike, seconded by Stephanie. Passed with no objection.

Discussion of Proposed Fund Balance Policy

a. GFOA based — minimum 20%, maximum of 25%

b.Two-year recovery period

Motion to approve made by Cynna, seconded by Brandi. Passed with no objection.

Discussion of Proposed Late Return Policy

a. Recommended as practice by Finance Committee —working document

b. Operational once software is up and running

c. Policy —at what point do we start working toward more aggressive collections
d. Staff to prepare practices in future

Discussion of Finance Projections Tool
a. Working draft — projections and reconciliation
b. Prepare members for limited expectations

Action on Commission FY20 Budget
a. Presentation of FY20 budget
b. Include narrative about overheard — direct vs. indirect costs — AML director time



ARSSTC BOARD MEETING
Teleconference
January 21st, 2020

c. Motion to approve with inclusions made by Troy, seconded by Cynna. Passed with no
objection.

VIIl.  Action on AML/Commission Agreement

A. Motion to approve, as amended and with board chair edit, made by Mike, seconded by Brandi.
Passed with no objection.

IX. Discussion of Insurance
a. Review and ask for feedback
a. Board recommended three million aggregate liability
b. Board recommended two Million is Cyber coverage

X. Adjournment
Meeting adjourned at 10:30 am

Respectfully submitted, Dawn Wesley, Sales Tax Program Manager

Approved

Cynna Gubatayao



S ALASKA SELLER
COMMISSION

Memo: Separating Revenue Streams, Remote versus Physical Presence l, Py

March 25, 2020 §e g b

The Uniform Code passed by the Alaska Remote Seller Sales Tax Commission (ARSSTC) applies to remote
sellers which can, and does, include businesses within Alaska that provide goods or services to other
communities. The Code defines Remote Seller as “a seller or marketplace facilitator making sales of
goods or services delivered within the State of Alaska, without having a physical presence in a taxing
jurisdiction or conducting business between taxing jurisdictions, when sales are made by internet, mail

order, phone or other means.”

Per Section 010.D. The scope of this Code shall apply to remote sellers or marketplace facilitators,
delivering products or services to Member municipalities adopting this Code, within the state of Alaska.

There are multiple businesses throughout our participating jurisdictions that provide goods and services
to other taxing jurisdictions. Per understanding of the Alaska Remote Seller Sales Tax Commission’s
collection of sales tax, only remote sales are filed through the Commission and the business is expected
to file physical presence sales with the local jurisdiction.

The expectation of separating remote sales versus physical presence sales revenue streams in order to
file two different ways is a new request of tax collection for businesses. We have received inquiries from
bulk filers on behalf of their clients if all sales tax can be filed through the Commission.

Request for clarification: Can businesses with both remote sales and physical presence file all revenue
streams through the Commission?

Options:
1) YES, all sales can be filed through the Commission
BENEFITS COSTS
Business has streamlined, simplified filing for all Jurisdictions get reduced revenue due to program
jurisdictions fees

Business has greater tax collection and
remittance with streamlined system

More tax revenue for jurisdictions than before as
business uses tax look up map and applies tax
rules appropriately

2) NO, business must separate revenue streams

BENEFITS COSTS

Jurisdictions get all revenue Business has greater burden to separate revenue
streams

Business may opt to not collect tax in remote
jurisdictions

Jurisdiction would take lead in communicating
with business to separate revenue streams.
Commission staff will assist

Final 1.14.2020 Page 1 of 1



MUNIRev:

CAPTURE EVERY DOLLAR

Fee Reduction
If the business is a physically located business, then the MUNIRevs fee is 1% of the total
remitted.

Technical Functionality for Jurisdictions

Each jurisdiction would be turned “on” in the MUNIRevs system and available for filing.
Our team would work with Commission staff to verify the rates and exemptions for each
of the remaining jurisdictions in the system
We would add a form to the system that would require businesses provide their existing
account numbers with jurisdictions.
o In addition, businesses would indicate their physical location in that community,
if they are physically located there.
o This would set a flag on that jurisdiction account number for the business to be a
“local business” and therefore have the fee reduction apply.
We would create a custom report for the month end balancing to assist the Commission
in assessing the reduced MR fee for taxes paid on these accounts.

Filing Process for Taxpayers

If technical and efficiency of filing requires this, remote sellers can then voluntarily remit
for the cities that have not yet adopted the Code.
o Remote sellers, and third-party filers, could then turn on the tax filing for all
Alaska municipalities.
o They can then remit all filings through the portal, vs. sorting out local
remittances to file by paper & check from the remote seller revenues.
Businesses can remit for existing physical businesses for any jurisdiction through the
portal as well. This, again would apply to the 1% fee above vs. the remote seller
software fee with MUNIRevs if the business is not a remote seller.
The business or third-party filer can file all local & remote returns in a single filing (XML)
process with no need for distinguishing the two.



Policy Changes
With this option, the commission adopts a due date on how long a taxpayer, or third-party filer,

can claim “technical difficulties” on when they must participate in all cities that have adopted
(rather than having this rather open ended as it appears to be today).

Language added to the Code about “voluntary” remittance to remote sellers and the ability to
file for local businesses through the portal.

Benefits to Member Jurisdictions

® Prevents continued delay from companies like Avalara, Amazon Marketplace and Sovos
from citing technical difficulty and not remitting full taxes per the Code to participating
cities.

o Allows the Member Jurisdictions to offer an online filing option to local businesses for a
minimal fee.

Benefits to Non-Member Jurisdictions
o Allows the Non-Member Jurisdictions, with minimal staff to operate sales tax functions,

to offer an online filing option to local businesses for a minimal fee.

e These non-member jurisdictions, for the most part, represent the smaller communities
in Alaska where legal or other resource needs are preventing them from dedicating
attention to adopting the Commission Code. These communities will likely provide
increased revenues from voluntary remote seller sales taxes.



JANDYE BENNETT
BLUMSTEIN we

MEMORANDUM

ATTE®©RNETY S
Client: Alaska Municipal League
Date: April 24,2020
From: Matt Mead and Karl A. Kaufman
Re: Response to MUNIRevs Proposal

AML has asked us to review MUNIRevs’ proposal to allow additional users of the online
sales tax filing and payment portal. MUNIRevs is not specific on the extent of the proposal. It
appears there are three parts:

e MUNIRevs first proposes to allow businesses with a physical presence in a member
jurisdiction (a jurisdiction that has adopted the Remote Seller Sales Tax Code) to opt-in to
filing their municipal sales tax returns through MUNIRevs portal.

e MUNIRevs next proposes to allow non-member jurisdictions to use the Commission portal
to collect sales tax from local sellers.

e Finally, MUNIRevs appears to propose to allow remote sellers selling into non-member
jurisdictions to file through the MUNIRevs portal.

This overview attempts to flesh out some of the potential issues with MUNIRevs’ proposal and
flag issues for consideration and questions for follow-up.

L ~ollection from local busi . ber iurisdict;

MUNIRevs first proposes to allow businesses with a physical presence in a member
jurisdiction—a jurisdiction that has adopted the Remote Seller Sales Tax Code—to opt-in to filing
their municipal sales tax returns through MUNIRevs. See the bullet points under “Technical
Functionality for Jurisdictions.”

In our view, this is the most viable option and can be accomplished by providing local
sellers an election to treat local sales as remote sales. A member jurisdiction would need to adopt
an “opt-in” election in their local sales tax code. By opting-in, a local seller would also agree that
the provisions of the remote seller sales tax code would apply to its sales (such as the penalty and
collection provisions). This shouldn’t impose a significant burden on the Commission, as the local
sales would be treated the same as remote sales.

5 ~ollection from local busi : _member irisdicti

MUNIRevs next proposes to “turn on” the button for collection and remittance of sales
taxes for all Alaska municipalities. MUNIRevs would allow non-member jurisdictions to use the
Commission portal to collect sales tax from local sellers. Sellers physically located in non-member

B
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Attorney-Client
Privileged

jurisdictions would then be able to file and pay their local sales taxes through the online portal.
See the bullet points under “Filing Process for Taxpayers.”

We see this proposal as problematic for a number of reasons. First, it is probably not
administratively feasible for the Commission to implement many different non-uniform sales tax
codes. Some of the burden of set-up and compliance will be borne by the Commission staff, who
will “verify the rates and exemptions for each of the remaining jurisdictions in the system.” This
raises concerns about the Commission’s role and how non-members would potentially receive the
benefits without participating in (and funding) AML and the Commission.

Second, the Commission would probably not have the legal authority to enforce non-
member sales tax codes. The process of becoming a Commission member involves delegation of
a jurisdiction’s taxing authority. Non-members have not delegated that authority to the
Commission.

Finally, it is unlikely that the Commission members would approve extending the benefit
of online filing and collection to jurisdictions that have not supported development of the
Commission or its software. MUNIRevs’ suggestion that remote sellers can voluntarily remit for
cities that have not adopted the Code implicates concerns about uniformity and fairness to
Commission members. This was discussed at one of the AML/ARSSTC meetings. Members
definitively rejected extending the benefit of online filing and collection to non-Commission
members because non-member jurisdictions have not contributed resources to the development of
the Commission, the uniform act, or the software.

3. “ollection f I line i member iurisdicti

Finally, it appears that MUNIRevs proposes to allow non-member jurisdictions to collect
from remote sellers selling into non-member jurisdictions. See the bullet points under “Benefits
to Non-Member Jurisdictions.” Similar to above, if this proposal was approved, the Commission
would need to administer many different sales taxes, the Commission would not have the legal
authority to enforce non-member sales tax codes, and it is unlikely that Commission members
would approve of allowing non-members to receive the benefits without supporting the
Commission’s start-up and operating costs.

Conclusion

We believe that the proposal to allow local businesses within member jurisdictions to report
and remit using MUNIRevs online portal would benefit the Commission, the member jurisdiction,
and the local seller. However, allowing non-member jurisdictions to use the online reporting
software raises a number of administrative and legal difficulties and may ultimately be rejected by
Commission members. Instead of extending the benefits to non-member jurisdictions, we
recommend the Commission develop a streamlined process (and establish rates) for non-members
to apply for membership with the Commission.

|® Memorandum |2



From Erin at MUNIRevs:

When we met on this with the communities that had unique vendor fees, we had said those two items
would have to be future enhancements and could not be immediately accommodated.

We can still add them in May or June if the Commission would like to, but there will be additional
programming costs to do so.

Our estimates for these two items are another 20-40 hours so a cost of between $5,000 and $7,500,
depending primarily on how they want us to customize the quarterly cap.

As you can imagine, it's really complex to update the code for just a few nuances vs. the standardized
approach.

Regarding operating in the meantime, here are our thoughts:

For compliance, we can only ever tell if they are compliant (timely) with the Commission. So,
right now, no one is delinquent, and therefore everyone gets the vendor fee. | am not sure how
the Commission will treat all the open forms next week after the due date (very few have filed),
but no one is late until 5/1. We could have the changes implemented by 6/1, so they’d just have
one month of delinquent Commission forms that could be affected.

For the quarterly cap, we’re in the first month of the quarter, so in this quarter, we can apply
the cap starting in the third month (in June we believe we could have the programming done
here). They’d have to review the vendor fees received to date and invoice them from the
Borough if anyone was over credited. With the size of returns we’re seeing right now, unless
that changes fast (hopefully it does!), it does not appear to be an issue.

o Frankly, this one is a puzzle to us, and we have not figured out a full programming
solution yet to the issue, which is why the estimate is such a large range above. It would
be much better in terms of cost and consistency for businesses if it was a per form cap
like the other cities in states that utilize this incentive.

I hope that helps - let me know what you decide so we can get it on our programming schedule. Our
team is not available to review & plan on this enhancement for about three weeks, but we can dig into
the details in about the second week of May if you’d like us to.
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Chapter
SALES TAX
Sections:
Section 010 Statutory authority.
Section 020 Definitions.
Section 025 Interpretation.
Section 030 Levy of tax.
Section 035 Maximum tax per transaction.
Section 040 Application of sales tax.
Section 045 Rules applicable to particular businesses or occupations.
Section 050 Exemptions.
Section 080 Certificate of exemption.
Section 090 Determination whether transaction is exempt.
Section 100 Duty to Collect — Addition and separate statement — Exceptions.
Section 110 Title to collected sales tax.
Section 120 Tax returns — Contents — Penalty for delinquency.
Section 125 Application of sales tax payments.
Section 130 Duties upon cessation or transfer of business.
Section 140 Amended returns.
Section 145 Refunds.
Section 150 Extension of time, waivers, forgiveness.
Section 160 Use of information on tax returns.
Section 170 Tax records — Additional information from seller — Audits.
Section 180 Estimated tax.
Section 190 Violations.
Section 200 Penalties for Violations.
Section 210 Regulations.
Section 220 Protest.
Section 230 Alaska uniform remote seller sales tax code adopted by reference.

Section 010  Statutory authority.

This chapter is adopted pursuant to Alaska Statutes.

10
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Section 020 Definitions.

When used in this chapter, the following words and phrases shall have the meanings set forth
in this section:

“Buyer” means a person who acquires property, or the right to use or occupy property, or who
receives a service, for consideration.

“Capital lease,” also referred to as a financing lease, means a lease which is in substance a
purchase and wherein substantially all of the risks and benefits of ownership are assumed by a
lessee. A lease which meets any one or more of the following criteria shall be considered a
capital lease:

1.  The lease transfers ownership of the leased property to the lessee by the end of the
lease term.

2. The lease contains a bargain purchase option or a purchase less than fair market
value upon termination of the lease.

3.  The lease term is equal to 75 percent or more of the estimated economic life of the
leased property.

4.  The present value at the beginning of the lease term of the minimum lease payments,
excluding that portion of the payments, equals or exceeds 90 percent of the fair value of
the leased property.

“Delivery” means that goods have been placed within the buyer’s control.

“Gaming property” means a right to participate in a game of chance regulated under AS 5.15,
including without limitation a right to participate that is represented by a pull-tab, bingo card,
or raffle or lottery ticket.

“Health care services” means services required in the course of mental or physical treatment of
a human patient.

“Lease” means a contract permitting the use or occupancy of real or personal property for
consideration.
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“Other lease types” means any lease that is not a capital lease.

“Price” means the amount of money, and the fair market value of consideration other than
money, that the buyer gives to the seller in exchange for property, the right to use or occupy
property, or the rendering of services.

“Rental” means any transfer of the right to use or occupy property for consideration.
“Residential rentals” means rental of a dwelling designed for living or sleeping purposes.

“Sale” means any transfer of property for consideration and includes the sales of goods, renting
of property and sale of services.

“Sales tax” means the tax levied by this chapter.

“Seller” means a person who, as principal or agent, transfers property, or the right to use or
occupy property, or provides a service, for consideration.

“Service” means any application of labor, skill or knowledge to produce value in exchange for
consideration and may include the provision of property or the right to use or occupy property,
but does not include services rendered to an employer by an employee. “Service” may include,
but is not limited to:

1.  Professional, advertising, maintenance, recreation, amusement, and craftsman
services.

2. Services in which a product or sale of property may be involved, including personal
property made to order.

3. Utility services including but not limited to sewer, water, solid waste collection or
disposal, electrical, telephone services and repair, natural gas, cable television, and
Internet services.

4.  The sale of transportation services originating inside the city.

5. Services rendered for compensation by any person who furnishes any such services in
the course of the person’s trade, business, or occupation including services rendered for




Model General Sales Tax Municipal Code Page 4 of 27

commission when the commission is paid on a service or product that has not been
charged the City sales tax.

“Shipping and freight hauling services” means the service of transporting goods by means other
than the United States Postal Service.

“Transaction” means any transfer of property, or the right to use or occupy property, or the
rendering of a service, for consideration.

“U.S. postage” means the cost of mailing an item by the United States Postal Service.

Section 025 Interpretation.

A.  The tax levied by this chapter applies to all sales, rentals and services except those that
this chapter expressly exempts from the tax.

B.  Exemptions from the tax levied by this chapter are to be construed narrowly.

Section 030  Levy of tax.

A. Ageneralsalestaxof __ percent of the price is levied on all sales, rentals and
services made in the City.
B. Asurtax of percent is hereby levied on certain sales, services, and rents:
a. List any special surtax categories here or remove this subsection

Section 035 Maximum tax per transaction.

A. Any portion of a single sale unit of goods, services, or rental in excess of $ is not
subject to sales tax when such sale is made to any individual or organization on a single date.

A single sale unit is:
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1. Anitem sold in a single sale consisting of integrated and independent component parts
affixed or fitted to one another in such a manner as to produce a functional whole. It
includes optional accessories for such items such as boats and automobiles if the
accessories are useful or essential for the operation or use of the item, and included in
original transaction/sale;

2. Aretail merchandise sale where the selling price is totaled on one invoice or sales slip
and the transfer of goods occurs on the same day;

3. Asale of services sold by an individual unit price; when payments for a single
transaction are mode on an installment basis, the sales tax for the transaction shall be
collected on the first payment;

4. Any rental of residential or commercial real property; the rental price is the amount
owed on a monthly or more frequent period; rentals exceeding a payment period of one
month shall be recomputed for sales tax purposes as through payment were to be made
on a monthly basis;

5. Any short-term (less than 30-days) room rental shall be considered a separate
transaction and therefore the maximum tax computation shall be calculated on a per
room per night basis;

6. Any commission paid to an agent for negotiating the sale of real property.

Section 040  Application of Sales Tax.

A. Sellers with a physical presence and point of delivery. A seller that establishes a physical
presence and point of delivery within the city in any calendar year will be deemed to have a
physical presence within the city for the following calendar year. A seller has a physical
presence under this chapter who establishes one or more of the following:

1. Has any office, distribution or sales house, warehouse, storefront, or any other place of
business within the boundaries of the city;

2. Solicits business or receiving orders through any employee, agent, salesman, or other
representative within the boundaries of the city or engages in activities in this state that
are significantly associated with the seller’s ability to establish or maintain a market for its
products in this state;
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3. Provides services or holds inventory within the boundaries of the city;
4. Rents, sells, or leases property located within the boundaries of the city; or

5. Constructs, repairs, renovates, or improves real property if the real property is located

in the city.

B. Remote Sales. A remote seller or marketplace facilitator without physical presence in
the city that make sales of products, rentals or provides services transferred electronically, or
delivered to a point of delivery located inside the city, shall be subject to the Alaska Remote
Seller Sales Tax Code as provided in Section 220.

Section 045  Rules applicable to particular businesses or occupations.

A. Real Estate Sales Commissions.

1.  Commissions and/or realtor fees for the sale, rental or management of real property
located in the city are subject to sales tax, regardless of the location of the person to whom
the commission and/or fee is payable.

2.  Commissions and/or fees for the sale, rental or management of real property payable
to a person who maintains an office in the city are subject to sales tax, regardless of the
location of the real property.

B.  Sales of Gaming Property. An amount equal to the gross receipts of the seller from sales
of gaming property, less the cost of prizes awarded on each series, set of games, or contest for
which gaming property has been sold, shall be subject to sales tax.

C.  Sales from Coin-Operated Machines. An amount equal to the gross receipts from each
coin-operated machine that the seller operates in the city shall be subject to sales tax.
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Section 050 Exemptions.
A.  The following transactions are exempt from sales tax:
1.  Sales of real property and interests in real property.
2. Casual and isolated sales, rentals or services, not made:
a.  Inthe ordinary course of business; or
b.  Pursuant to a business license; or

c.  Bysellers representing themselves to be in the business of making such retail
sales, rentals, or services.

3. Sales of securities, insurance, and bonds of guaranty and fidelity.

4.  The following fees charged by banks, savings and loan associations, credit unions, and
investment banks:

a.  Fees associated with deposit accounts, including service fees, monthly account
fees, nonsufficient funds (NSF) fees, and attachment fees.

b.  Fees for the purchase of bank checks, money orders, travelers checks, foreign
currency, and similar products for payments.

c. Feesfor, or commissions on, the sale, exchange or transfer of currency, stocks,
bonds, and other securities.

d.  Fees for the use of automatic teller machines and for transactions made through
automatic teller machines, notary fees, and overdraft protection fees.

e. Loan transaction fees and escrow collection services.
f.  Safe deposit box rentals or fees.

5. Contracts to transport elementary or secondary school students to and from school.
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6. Sales of food in lunchrooms or cafeterias in elementary, secondary or post- secondary
schools that are operated primarily for the convenience of school students and faculty, and
not operated for profit.

7. Sales, rentals or services which the city is prohibited from taxing by the Constitution
or statutes of the United States or the state of Alaska, including, but not limited to, the
following:

a.  Salesrelated to orbital space facilities, space propulsion systems, space vehicles,
satellites or stations, to the extent of the exemption required by AS 29.45.650(h).

b.  Sales of property purchased with food coupons, food stamps, or other
certificates issued under 7 U.S.C.2011 through 2036 (Food Stamp Act) or food
instruments, food vouchers, or other certificates issued under 42 U.S.C. 1786 (Special
Supplemental Food Program for Women, Infants and Children).

8.  Sales of subscriptions to newspapers and other periodicals.

9. Sales, rentals, and services by or to the United States, the state of Alaska, and any of
their agencies, instrumentalities, or political subdivisions and federally-recognized Indian
tribes. This exemption does not apply to the following:

a.  Sales of gaming by federally-recognized Indian tribes, political subdivisions, and
municipalities; or

b.  Retail sales, services, or rentals by the city as follows:
i.  Sewer and water utility sales, services, and rentals;
ii.  Municipal Airport sales, services, and rentals;
iii. ~ Museum and visitor center sales;
iv.  Rents for commercial properties owned by the city.

10.  Dues or fees to nonprofit clubs, labor unions, or fraternal organizations.
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11.  Sales of admission to school entertainments, school athletic events, and events
conducted for the benefit of charitable or community organizations. Retail sales by a school
sanctioned activity group raising funds for its approved purpose. This exemption does not
apply to sales of gaming property.

12.  Sales of air, train, boat, cruise line, or bus tour transportation, car rentals,
accommodations, or admission to entertainment events, where the service is provided
outside the city, and fees or commissions related to such sales.

13.  Residential rentals for a term of 30 or more consecutive days.
14.  Child and adult daycare, pre-elementary school, and babysitting services.

15.  Sales of cemetery plots, caskets, funeral and burial-related goods and services by a
funeral home.

16.  Human health care services provided by a health care provider licensed by the state
of Alaska under Title 8 of the Alaska Statutes, and sales of property and services pursuant
to a prescription or written order from such a person.

17.  Sales and rentals of hearing aids, crutches, wheelchairs, and personal medical
apparatus specifically manufactured for a patient.

18.  U.S. postage; and shipping and freight hauling services that originate in the city but
the end-destination is outside city limits.

19.  Assisted living services provided in accordance with an assisted living plan and in an
assisted living home licensed as such by the state of Alaska.

20.  Sales of goods and services provided under a warranty or service contract, whether
performed by the manufacturer or authorized representative of the manufacturer, and
charged to a third-party warrantor for repairs, major maintenance, or both. The initial
purchase of warranty or service contract would be taxed at the time of purchase. Any
portion of repair paid by the customer through a deductible or other means would not be
exempt under this section.

21.  Sales of commercial air transportation services.
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22.  Sales of transportation services by taxicabs, limousine companies, and rideshare
companies.

23. Utility services.

B.  The following transactions are exempt from sales tax; provided, that the buyer presents
to the seller at the time of the sale transaction a valid certificate of exemption applicable to the
transaction, issued to the buyer under Section 080:

1.  Sales to awholesale or retail dealer in the property sold, for the purpose of resale by
the dealer located or making sales inside the city and registered with a city business
license.

2.  Sales of raw material to a manufacturer located or making sales inside the city and
registered with a city business license, which raw material becomes an ingredient or
component part of a manufactured product or a container thereof or is consumed in the
manufacturing process.

3. Sales of tangible personal property that either will be consumed in the course of
construction or become part of real property, and rentals of equipment or services by a
licensed contractor under AS 8.18, to an owner of real property for use in the original
construction of, or renovations to, improvements to real property located inside the city.
This exemption does not apply to sales of tangible personal property, or rentals of
equipment, that are to be used in repairing or maintaining real property.

4.  Sales of tangible personal property that either will be consumed in the course of
construction or become part of real property, and rentals of equipment or services by a
licensed contractor under AS 8.18, to a person licensed as a contractor under AS 8.18 for
use in the original construction of, or renovations to, improvements to real property. This
exemption does not apply to sales of tangible personal property, or rentals of equipment,
that are to be used in repairing or maintaining real property.

5.  Sales, rentals, and services to a person that the Internal Revenue Service recognizes
as an organization described in Section 501(c)(3), 501(c)(4) or 501(c)(19) of the Internal
Revenue Code; provided, that the sale, rental or service is not for use in an “unrelated
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trade or business” of the person, as that term is defined in Section 513 of the Internal
Revenue Code.

6.  Sales, rentals, and services to a church that is organized as a nonprofit corporation
under the laws of the state of Alaska.

7. Sales of food supplies to food service establishments located or making sales inside
the city and registered with a city business license for incorporation into food products to
be sold to the public.

8.  Sales of food supplies to hospitals, institutions housing six or more residents,
recreational camps, and schools located inside the city and registered with a city business
license.

9.  Services sold for resale when the services are directly integrated into services or
goods sold by the buyer located within the city and registered with a city business license,
to another purchaser in the normal course of business; provided, that the services are
purchased separately for resale, and the services are identified, charged for, and billed for
separately without markup from any other services.

Section 080  Certificate of exemption.

A.  Aperson shall apply to the city for a certificate of exemption that is required for an
exemption from sales tax under Section 050(B). The application shall be accompanied by any
applicable fee that is required under subsection (B) of this section. The city may require
additional information from the applicant as necessary to determine whether the application
should be granted, including without limitation documentation of Internal Revenue Service
recognition of the applicant as an exempt organization, or the organization of a church as a
nonprofit corporation under the laws of the state of Alaska. A certificate of exemption is issued
for a calendar year and expires on December 31 of the calendar year for which it was issued.

B.  The applicant shall pay the city:

20
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1.  Fora certificate of exemption issued under Section 050(B)(1), (B)(2), (B)(7), (B)(8) and
(B)(9) for the calendar year, $10.00.

2.  For acertificate of exemption issued under Section 050(B)(5) and (B)(6) for the

calendar year, $10.00.

3.  For acertificate of exemption issued under Section 050(B)(3) for the calendar year,
$35.00.

4.  For a certificate of exemption issued under Section 050(B)(4) for the calendar year,
$250.00.

C.  The city may revoke a certificate of exemption after notice to the holder of the certificate
and a hearing, if the city finds that the holder of the certificate:

1.  Gave false information when applying for the certificate of exemption;

2. Used the certificate of exemption in a transaction that was not exempt from sales tax
under the exemption in Section 050 for which the certificate was issued,;

3. Permitted use of the certificate of exemption by a person other than an authorized
agent or employee of the holder of the certificate; or

4.  Ceases to be entitled to exemption from sales tax under the exemption in Section 050
for which the certificate was issued.

D.  Prior to revocation of a certificate of exemption, the holder of the certificate shall be
provided with notice of the alleged violation not less than 15 days prior to the proposed
effective date of revocation of the certificate. The person or entity to whom the certificate was
issued may request a hearing before the mayor or mayor’s designee, who may be a city
employee, regarding the alleged violation by filing a written request with the city prior to the
effective date for revocation. If requested, the hearing shall be held within 20 days after the
date of receipt of the request, and the certificate shall not be revoked prior to the date of
hearing.

E.  Adecision under subsection (D) of this section revoking a certificate of exemption may be
appealed to the superior court as provided in the Alaska Rules of Appellate Procedure.
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F.  If acertificate of exemption is revoked, a new certificate may not be issued to the same
person or entity for a period of two years from the date of revocation.

Section 090 Determination whether transaction is exempt.

A.  Aseller shall determine in the first instance whether a sale is exempt under this chapter.
However, if a seller incorrectly determines that a sale is exempt, and does not collect the tax
from the buyer, then the seller is liable to the city for the uncollected tax.

B. If the seller determines that a sale is not exempt, but the buyer believes the sale to be
exempt, then the buyer may protest the tax by paying the tax at the time of sale and filing a
certificate of protest form with the city no later than 60 days after the date of sale. The seller
shall collect the protested tax at the time of the sale.

C. Ifthe seller determines that a sale is exempt, the seller can request a determination on
whether a sale is exempt by filing a certificate of protest form with the city, no later than 60
days after the date of sale. The seller shall continue to collect the tax at the time of sale until
the seller receives a determination from the city.

D.  The city will rule on each protest by sending to the buyer or seller a written
determination on the protest. If the protest is allowed, a refund of the sales tax paid will be
remitted to the buyer with the determination.

E.  Either the buyer or seller may appeal the city’s determination by requesting a hearing
within 15 days after service of notification of the determination under subsection (D) of this
section. A hearing requested shall be conducted before the mayor or the mayor’s designee,
who may be a city employee. After the hearing, the person conducting the hearing shall serve
the decision on the protestor by delivering the notice to the protestor’s address of record.

F.  Adecision under subsection (E) of this section may be appealed to the superior court as
provided in the Alaska Rules of Appellate Procedure.
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Section 100 Duty to Collect — Addition and separate statement — Exceptions.

A. A person, firm, partnership, corporation or other business entity shall file an application
for registration on a form provided by the jurisdiction to conduct business within the
municipality. The complete application shall be returned to the municipality along with a copy
of the business entity’s Alaska State business license.

B.  The buyer shall pay sales tax to the seller at the time of payment for a sale, rental or
service subject to sales tax. The seller shall collect sales tax from the buyer at the time of
payment for a sale, rental or service subject to sales tax. The seller is responsible for remitting
sales tax on all non-exempt sales to the city, regardless of whether the seller collects the sales
tax from the buyer. The seller is liable for any sales tax due because of the seller’s incorrect
determination of the sales tax rate to be applied.

C.  Except as provided in subsection (C) or (D) of this section:

1.  The seller shall add the sales tax to the price or charge for the sale, rental, or service
showing the tax as a separate and distinct item on any receipt, invoice, statement of
account, or other record of the transaction. The sales tax on more than one separately-
priced item may be shown as a total tax on the aggregate price of all items sold or rented,
or services rendered, in a single transaction.

2.  Aseller may not assume, fail to add to the price, or charge for a sale, rental, or
service, or refund to the buyer all or part of the sales tax, or advertise or represent to any
person that the seller will do so.

D. Sales tax on sales of gaming property and sales from coin-operated machines is not added
to the sales price and collected with each transaction but is computed and paid as provided in
Section 045.

E.  Whenitis not feasible for the seller to show the sales tax on each transaction as a
separate and distinct item, the seller may elect to remit to the city an amount equal to the
seller’s gross receipts multiplied by the sales tax in lieu of stating sales tax separately and
adding it to the sales price. A seller makes this election for a calendar year by so indicating on
its application for a city business license. A seller who has made this election shall include in
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each sign that displays prices to its customers a notice, in type no smaller than the type in
which prices are displayed, stating, “All prices include percent City sales tax.”

Section 110 Title to collected sales tax.

Title to sales tax vests in the City upon collection by the seller. The seller holds collected sales
tax in trust for the City and is accountable to the City therefor.

Section 120  Tax returns — Contents — Penalty for delinquency.

A.  Aseller shall prepare a sales tax return for each calendar month. The sales tax return shall
state the total amount of the seller’s sales, rentals, and services; the amounts of the seller’s
exempt and taxable sales, rentals, and services; and the amount of sales tax that is due from
the seller. The seller shall submit on or with the return such additional information as the city
may require to determine the amount of sales tax due for the month. The seller shall prepare
the return and remit sales tax to the city on the same basis, cash, or accrual, that the seller uses
in preparing its federal income tax return. The seller shall sign the return and transmit the
return with the amount of sales tax that it shows to be due to the city.

B.  Aseller that filed or should have filed a sales tax return for the prior month shall file a
return for the current month even though no tax may be due. The return shall show why no tax
is due.

C.  Asales tax return, and the related remittance of sales tax, is due, and must be received by
the city, not later than 5:00 p.m. on the last business day of the month immediately following
the month for which the return was prepared. A sales tax return, and the related remittance of
sales tax, is considered received by the city if it is addressed correctly, has sufficient postage,
and is postmarked by the due date.

D. Acompleted sales tax return and payment remittance not received on or before the time
when due is delinquent and subject to the following:
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1. A late filing fee of $25.00 per month shall be added to all late-filed sales
tax reports in addition to interest and penalties.

2. Delinquent sales tax bears interest at the rate of 15 percent per annum
until paid.

3. Delinquent sales tax shall be subject to a late payment penalty equal to
five percent of the amount of the delinquent sales tax multiplied by the number of calendar
months (or portions thereof) that elapse until the delinquent sales tax, interest, and penalty are
paid in full; provided, that the amount of penalty shall not exceed 20 percent of the amount of
the delinquent sales tax. The penalty does not bear interest.

4. The filing of an incomplete return, or the failure to remit all tax, shall be
treated as the filing of no return.

E. Sales tax that is not received on or before the time when due is delinquent. Delinquent
sales tax bears interest at the rate of 15 percent per annum until paid. In addition, delinquent
sales tax shall be subject to a late payment penalty equal to five percent of the amount of the
delinquent sales tax multiplied by the number of calendar months (or portions thereof) that
elapse until the delinquent sales tax, interest and penalty are paid in full; provided, that the
amount of penalty shall not exceed 20 percent of the amount of the delinquent sales tax. The
penalty does not bear interest.

F.  Aseller who timely files a correctly completed sales tax return, and the related remittance
of sales tax, may retain two percent of the amount of the sales tax to be remitted, up to a
maximum retainage of $100.00.

Section 125  Application of sales tax payments.

A.  Except as this section provides otherwise, payments on sales tax accounts shall be applied
to the amount due for each calendar month, in chronological order, and within the amount due
for each calendar month first to fees, accrued penalty, accrued interest and then to sales tax
payments owed by the seller.

B.  Amounts of delinquent sales tax, interest, penalty or fees that have been reduced to
judgment, are the subject of a confession of judgment, or are the subject of a written payment
agreement between the city and the seller are payable as provided in the judgment, confession
of judgment or payment agreement, respectively, and, except as provided otherwise in the

25



Model General Sales Tax Municipal Code Page 17 of 27

judgment, confession of judgment or payment agreement, thereafter cease to be subject to the
further accrual of interest or penalty under this chapter.

Section 130  Duties upon cessation or transfer of business.

A.  Aseller that ceases to engage in business in the city without a transfer of the business
shall file with the city a final sales tax return, and remit any sales tax due, for the period ending
on the date that the seller ceases to engage in business in the city, not later than 15 days after
that date.

B.  Aseller that transfers its business in the city shall provide the transferee with written
notice of the transferee’s obligations under subsection (C) of this section not less than 15 days
before the effective date of the transfer, but neither the seller’s failure to give the notice nor
the transferee’s failure to receive the notice shall relieve the transferee of any such obligation.
The seller shall file with the city a final sales tax return, and remit any sales tax due, for the
period ending on the effective date of the transfer, not later than 15 days after the effective
date, and provide a copy of the return to the transferee. The seller shall file with the final sales
tax return proof that it provided the transferee with written notice.

C.  The transferee of a business, with written consent of the owner, shall obtain from the city
before the effective date of the transfer an estimate of the delinquent sales tax, penalty and
interest, if any, owed by the seller as of the date of the transfer, and shall withhold that amount
from the consideration payable for the transfer, until the seller has produced a receipt from the
city showing that all tax obligations imposed by this chapter have been paid. A transferee that
fails to withhold the amount required under this subsection shall be liable to the city for the
lesser of the amount of delinquent sales tax, penalty and interest due from the seller as of the
date of transfer, and the amount that the transferee was required to withhold.

D. Insubsections (B) and (C) of this section, the term “transfer” includes the following:

1.  Achange in voting control, or in more than 50 percent of the ownership interest in a
seller that is a corporation, limited liability company, or partnership;
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2. Asale of substantially all of the assets used in the business of the seller; and

3.  The initiation of a lease, management agreement, or other arrangement under which
another person becomes entitled to the seller’s gross receipts from sales, rentals, or

services.

Section 140 Amended returns.

A.  Aseller may file with the city an amended sales tax return with supporting
documentation, and the city may accept the amended return, but only in the following
circumstances:

1.  The amended return is filed within one year of the original due date for the return;
and

2. The seller provides a written justification for amending the return; and

3. The seller held a current city business license for the period for which the amended
return was filed and filed an original return for that period; and

4.  The seller agrees to submit to an audit upon request of the city.

B.  The city shall notify the seller in writing if it rejects an amended return, including the
reasons for any rejection.

Section 145 Refunds.

A.  No sales tax refund shall be made unless the claimant complies with the requirements to
obtain a sales tax refund set out in this section or section 090, if applicable.

B.  Aclaim for refund of sales taxes paid for exempt sales shall be denied unless the claimant
complies with Section 140.

C. Aclaim for refund of sales taxes over collected in error is barred unless:
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1.  The claimant files a claim for refund with the city within one year of the date of sale,
on the form prescribed by the city; and

2. Ifthe claimant is a seller, and the tax refund is owed to any buyer, the seller submits,
and the city approves, a refund plan to all affected buyers.

D. Aclaim for refund overpaid in error because of a mistake on the face of a sales tax return
is barred unless:

1.  The claimant files a claim for refund within one year of the due date of the return, on
the form prescribed by the city; and

2.  The claimant files an amended return pursuant to the requirements of this chapter.

E.  When the city initiates an audit or estimate pursuant to Section 170, the period for
claiming a refund under subsections (C) and (D) of this section, is the same as the period under
audit, but in no case more than six (6) years from the date of sale.

F.  The city shall not be liable for interest on any refund claimed or paid, or for any costs
incurred by a buyer or seller in claiming or obtaining a refund.

Section 150  Extension of time, waivers, forgiveness.

A.  Upon written application of a seller, stating the reasons therefor, the city may extend the
time to file a sales tax return, if the city finds each of the following:

1.  For reasons beyond the seller’s reasonable control, the seller has been unable to
maintain in a current condition the books and records that contain the information
required to complete the return; and

2.  The seller has a reasonable plan to cure the problem that caused the seller to apply
for an extension, the seller will commence and proceed with diligence to cure the problem,
and the problem will be cured within a reasonable time; and

3. Atthe time of the application, the seller is not delinquent in filing any other sales tax
return or in remitting sales tax to the city.
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B. A penalty and/or fee assessed under Section 120(D) for the delinquent remittance of sales
tax or under Section 180(F) for failure to file a sales tax return may be waived by the city, upon
written application of the seller accompanied by a payment of all delinquent sales tax, interest,
penalty and/or fee otherwise owed by the seller to the city, within 45 business days of the
assessment of the penalty and/or fee. A seller may not be granted more than one waiver of
penalty and/or fee under this subsection in any period of 24 consecutive months. The city shall
report all such waivers of penalty and fees to the council in writing, at least once each calendar
quarter.

C.  The mayor or the mayor’s designee, who may be a city employee, may forgive the
payment of uncollected sales taxes, interest and penalty thereon, and penalties for failure to
file owing by a seller to the city upon a determination by the mayor or mayor’s designee that:

1. Such uncollected sales taxes have never been collected by a substantial portion of a
clearly definable class of seller; or

2. Such uncollected sales taxes have never been collected on a substantial portion of a
clearly defined class or type of transaction or service; or

3. Areasonable interpretation and reliance upon that interpretation results in failure to
collect a sales tax, which collection is later determined to have been legally required under
this chapter.

D.  The mayor or mayor’s designee shall notify the council in writing of any such incidence of
forgiveness which shall be final unless overridden by the council within 30 days of such
forgiveness.

E. The city may agree to enter into a repayment plan with a delinquent seller as provided
in Section 170 of the Alaska Uniform Remote Seller Sales Tax Code.
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Section 160  Use of information on tax returns.

A.  Except as otherwise provided in this chapter, all returns, reports and information required
to be filed with the city under this chapter, and all information contained therein, shall be kept
confidential and shall be subject to inspection only by:

1. Employees and agents of the city whose job responsibilities are directly related to
such returns, reports and information;

2. The person supplying such returns, reports and information; and

3. Persons authorized in writing by the person supplying such returns, reports and
information.

B.  The city will release information described in subsection (A) of this section pursuant to
subpoena, order of a court or administrative agency of competent jurisdiction, and where
otherwise required by law to do so.

C.  Notwithstanding subsection (A) of this section, the following information is available for
public inspection:

1.  The name and address of a person who holds a current city business license; and

2.  Whether a holder of a city business license is more than 30 days delinquent in filing a
return or remitting sales tax; and, if so, the number of returns not filed.

D.  The city may publish the name of any seller that is delinquent in remitting sales tax, and
the delinquent amount thereof. The city also may provide the public statistical information
related to sales tax collections; provided, that no information identifiable to a particular seller is
disclosed.

Section 170 Tax records — Additional information from seller — Audits.

A.  Aseller shall maintain records of transactions supporting the information that the seller
submits on sales tax returns, including without limitation records of daily gross receipts from
sales, rentals and services, invoices of purchases and sales, bills of lading and bills of sale. A
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seller shall also maintain records of transactions that are exempt from sales tax, including
information that will substantiate the claim of exemption. The seller shall maintain all such
records for a period not less than six (6) full calendar years, except to the extent that the city
has authorized in writing their destruction or disposal at an earlier date.

B.  Ifinsufficient detail exists within a seller’s business records to substantiate retail sales
exemptions, such sales will be reclassified as taxable sales and subject to sales tax collection
and remittance.

C.  Any seller who has established a sales tax account with the city, who is required to collect
and remit sales tax, or who is required to submit a sales tax return under the provision of
Section 100 is subject to a discretionary sales tax audit at any time. The purpose of such an
audit is to examine the business records of the seller in order to determine whether
appropriate amounts of sales tax revenue has been collected by the seller and remitted to the
city.

D. Sellers selected for a sales tax audit will be notified by letter and will be required to meet
with, and make available for inspection and copying, all pertinent business records including
income tax returns that may be requested for the prior six (6) years for examination, to the
finance department employee, or contractor conducting the audit, within 30 days of
notification. Under extenuating circumstances, the city may grant an extension of time for
compliance.

E.  After completion of a sales tax audit, sellers subject to the audit will be notified of the
results of the audit by letter. If the audit resulted in an additional sales tax liability to the city,
the additional sales tax, with interest assessed retroactive to the date the sales tax was due,
must be remitted to the city within 30 days after the receipt of the letter, or the additional sales
tax will be subject to the procedures on delinquencies outlined in Section 120. If the audit has
resulted in a refund due to the seller, the refund outlined in Section 145 will be sent to the
seller within 30 days.
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Section 180 Estimated tax.

A. Ifaseller fails to file a sales tax return, or if the city has reasonable cause to believe that
any information on a sales tax return is not accurate, the city may estimate the sales tax due
based on any information available.

B.  The city shall notify the seller in writing that the city has estimated the amount of sales
tax that is due from the seller under subsection (A) of this section, stating the estimated
amount. The city shall serve the notice on the seller by delivering the notice to the seller’s place
of business, or by mailing the notice by certified mail, return receipt requested, to the seller’s
last known mailing address.

C.  The city’s estimate of the amount of sales tax that is due from a seller shall become a final
determination of the amount that is due unless the seller, within 30 days after service of notice
of the estimated sales tax, gives the city a written request for a hearing.

D. A hearing requested under subsection (C) of this section shall be conducted before the
mayor or the mayor’s designee, who may be a city employee. At the hearing, the seller shall
have the burden of proving, by testimony or documentary evidence, that the amount of sales
tax that is due is less than the amount that the city estimated. After the hearing, the person
conducting the hearing shall issue a decision determining the amount of sales tax that is due
from the seller. The city shall serve the decision on the seller by delivering the notice to the
seller’s place of business, or by mailing the notice by certified mail, return receipt requested, to
the seller’s last known mailing address.

E.  Adecision under subsection (D) of this section determining the amount of sales tax that is
due may be appealed to the superior court as provided in the Alaska Rules of Appellate
Procedure.

F.  The amount of sales tax finally determined to be due under this section shall bear interest
and penalty as provided in Section 120, from the date that the sales tax originally was due, plus
an additional civil penalty of $50 for each calendar month for which the amount of sales tax
that is due has been determined.

32



Model General Sales Tax Municipal Code Page 24 of 27

Section 190  Violations.

A. A seller that fails to file a sales tax return or remit sales tax when due, in addition to any
other liability imposed by this chapter, shall pay to the city all costs incurred by the city to
determine the amount of the remote seller’s or marketplace facilitator’s liability or to collect
the sales tax, including, without limitation, reviewing and auditing the remote seller’s or
marketplace facilitator’s business records, collection agency fees, and actual reasonable
attorney’s fees.

B. A person who causes or permits a corporation of which the person is an officer or
director, a limited liability company of which the person is a member or manager, or a
partnership of which the person is a partner, to fail to collect sales tax or to remit sales tax to
the city as required by this chapter shall be liable to the city for the amount that should have
been collected or remitted, plus any applicable interest and penalty.

C. Notwithstanding any other provision of law, and whether or not the city initiates an
audit or other tax collection procedure, the city may bring a declaratory judgment action
against a seller believed to meet the criteria to establish that the obligation to remit sales tax is
applicable and valid under local, state and federal law. The action shall be brought in the
judicial district of the taxing jurisdiction.

D. The city may cause a sales tax lien to be filed and recorded against all real and personal
property of a seller where the seller has:

1. Failed to file sales tax returns for two (2) consecutive filing periods as required by this
chapter; or

2. Failed within sixty (60) days of the end of the filing period from which taxes were due to
either (a) remit all amounts due or (b) to enter into a secured payment agreement as
provided in this chapter.

3. Prior to filing a sales tax lien, the city shall cause a written notice of intent to file to be
mailed to the last known address of the delinquent seller.

E. In addition to other remedies discussed in this chapter, the city may bring a civil action
to:

33



Model General Sales Tax Municipal Code Page 25 of 27

1. Enjoin a violation of this chapter. On application for injunctive relief and a finding of a
violation or threatened violation, the superior court shall enjoin the violation.

2. Collect delinquent sales tax, penalty, interest and costs of collection, either before or
after estimating the amount of sales tax due.

3. Foreclose a recorded sales tax lien as provided by law.

F. All remedies hereunder are cumulative and are in addition to those existing at law or
equity.

Section 200  Penalties for Violations.
A. A buyer or seller who knowingly or negligently submits false information in a document
filed with the city pursuant to this chapter is subject to a penalty of five hundred dollars ($500).

B. A seller who knowingly or negligently falsifies or conceals information related to its
business activities with the city or taxing jurisdiction is subject to a penalty of five hundred
dollars ($500).

C. A person who knowingly or negligently provides false information when applying for a
certificate of exemption is subject to a penalty of five hundred dollars ($500).

D. Any seller who fails to file a return by the due date required under this chapter,
regardless of whether any taxes were due for the reporting period for which the return was
required, shall be subject to a penalty of twenty-five dollars ($25) for the first sales tax return
not timely filed. The filing of an incomplete return shall be treated as the filing of no return.

E. A seller who fails or refuses to produce requested records or to allow inspection of their
books and records shall pay to the city a penalty equal to three (3) times any deficiency found
or estimated by the city with a minimum penalty of five hundred dollars ($500).

F. A seller who falsifies or misrepresents any record filed with the city is guilty of an
infraction and subject to a penalty of five hundred dollars ($500) per record.
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G. Misuse of an exemption card is a violation and subject to a penalty of fifty dollars ($50)
per incident of misuse;

H. Nothing in this chapter shall be construed as preventing the city from filing and
maintaining an action at law to recover any taxes, penalties, interest and/or fees due from a
seller. The city may also recover attorney’s fees in any action against a delinquent seller.

Section 210  Regulations.

The city may adopt, amend and repeal regulations to implement, interpret or make specific the
provisions of this chapter, or prescribe forms to be used under this chapter.

Section 220 Protest.

A.  Aseller disputing the amount of the estimate, or the results of an examination or audit
under Section 170, may do so by filing a protest with the city within 30 days of the date of the
notice of estimated tax or results of an audit or examination. The protest must set forth:

1.  The seller’s justification for reducing or increasing the estimated tax amount,
including any missing sales tax returns for the periods estimated; or

2.  The seller’s reasons for challenging the examination or audit results.

B.  Upon receipt of a protest filed under subsection (A) of this section, the city shall present
the protest to the mayor or mayor’s designee for processing.

C.  The mayor or mayor’s designee, who may be a city employee, shall advise the seller of a
date certain for an informal meeting or hearing with the seller and shall informally review the
protest, make written findings and state reasons for the decision. No later than the first
business day following the written decision, the mayor or mayor’s designee shall mail the
decision to the seller by certified mail, return receipt requested, to the last known mailing
address of the seller. The written decision shall be maintained by the mayor or the mayor’s
designee in accordance with the city’s records management policy.
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D.  Adecision under subsection (C) of this section may be appealed to the superior court as
provided in the Alaska Rules of Appellate Procedure.

Section 230  Alaska uniform remote seller sales tax code adopted by reference.

The city adopts by reference the Alaska Uniform Remote Seller Sales Tax Code (Uniform
Code) of the Alaska Remote Sellers Sales Tax Commission, as the code currently exists, and as
may hereafter be amended. In the event that there is any conflict between this chapter and the
Uniform Code, the provisions of the Uniform Code will apply; in the event that there is an
applicable provision in the Uniform Code that is not in this chapter, the city may provide that
the Uniform Code provision shall apply to local sales, rentals, or services; further, provided,
however, that in the event there is a conflict related to exemptions, this chapter will apply in
lieu of the specific Uniform Code provision or definition.
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Model General Sales Tax Municipal Code

This document is a template for communities to use as a basis for their sales tax municipal code. It provides a basic
structure with the opportunity to customize the text for your community. This model code is designed to be
comprehensive and covers areas that may or may not be relevant to a specific community. If there are irrelevant
sections of the code, communities may exclude them. Communities are also free to change the order or number the
sections how they prefer. The requirements for business licenses are not covered in this municipal code template.

A list of the contents is below with descriptions of the section and clarifying guidance.

If you are concerned about implementation or enforcement, and either lack the capacity or otherwise need help, please
contact AML. AML is considering ways in which to offer sales tax collection as a shared service for members, and this
may be something that would help with concerns about reporting deadlines, exemptions, certificates, violations, and

penalties.

Section 010 Statutory authority.

Section 020 Definitions.

Section 025 Interpretation.
This section indicates that tax is levied on sales, rentals and services. If rents are excluded from taxation, update
the language here or create an exemption for rents under section 050.

Section 030 Levy of tax.
This section is customized to indicate tax rate(s). List here seasonal and surtaxes.

Section 035 Maximum tax per transaction.
This section can be customized if the community has a tax cap on purchases. There is verbiage that allows for a
tax cap for individual purchases as well as on-going invoicing of a service or rent. Language provides guidance
regarding taxation of Capital Leases, Other Leases, and Installment Payments.

Section 040 Application of sales tax.
This section clarifies physical presence and remote sales criteria.

Section 045 Rules applicable to particular businesses or occupations.
This section clarifies taxation for real estate commissions, gaming property, and coin-operated machines.

Section 050  Exemptions.
This section lists allowed exemptions and will be the most customized of all sections. Communities have
authority to create or remove entries on the list based on their needs and customs.
The first portion (050.A) covers general exemptions that do not need an exemption certificate and the second
portion (050.B) deals with exemptions that require a certificate such as wholesaler/reseller, construction
projects, non-profits, religious institutes, and resale.

There are a number of exemptions that are state or federally mandated and cannot be removed. These include:

Restrictions based on Alaska Legislation
Alaska Stat. Ann. § 04.21.010(c). A municipality may not impose taxes on alcoholic beverages except a
(1) property tax on alcoholic beverage inventories;
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(2) sales tax on alcoholic beverage sales if sales taxes are imposed on other sales within the municipality;
(3) sales tax on alcoholic beverage sales that was in effect before July 1, 1985; and

(4) sales and use tax on alcoholic beverages if the sale of alcoholic beverages within the municipality has
been prohibited under AS 04.11.491(a)(1), (4), or (5).

Alaska Stat. Ann. 8 29.45.650(f). A borough may not levy and collect a sales tax on a purchase made with
(1) food coupons, food stamps, or other type of allotment issued under 7 U.S.C. 2011--2036 (Food
Stamp Program); or
(2) food instruments, food vouchers, or other type of certificate issued under 42 U.S.C. 1786 (Special
Supplemental Food Program for Women, Infants, and Children).

For purposes of this subsection, the value of a food stamp allotment paid in the form of a wage subsidy as
authorized under AS 47.25.975(b) is not considered to be an allotment issued under 7 U.S.C. 2011--2036 (Food
Stamp Program). This subsection applies to home rule and general law municipalities.

Alaska Stat. Ann. § 29.45.650(h). A borough may not levy or collect a sales tax on sales, rents, and services, or a
use tax on the storage, use, or consumption of personal property on the following activities:
(1) the sale, lease, rental, storage, consumption, or distribution in this state of or the provision of
services relating to an orbital space facility, space propulsion system, or space vehicle, satellite, or
station of any kind possessing space flight capacity, including the components of them;
(2) the sale, lease, rental, storage, consumption, or use of tangible personal property placed on or used
aboard an orbital space facility, space propulsion system, or space vehicle, satellite, or station of any
kind, regardless of whether the tangible personal property is returned to this state for subsequent use,
storage, or consumption; an exemption under this paragraph is not affected by the failure of a launch to
occur, or the destruction of a launch vehicle or a component of a launch vehicle.

Alaska Stat. Ann. § 29.45.650(i). A borough may not levy or collect a sales or use tax on
(1) the physical transfer of refined fuel, unless the transfer is made in connection with a sale or use in
the borough, or
(2) wholesale sales or transfers of fuel refined in the borough.

Asale is in the borough if the fuel is delivered to the buyer in the borough. A use is in the borough if the fuel is
consumed in the borough. This subsection applies to home rule and general law municipalities.

Alaska Stat. Ann. § 29.45.650(k). A borough may not levy or collect a sales or use tax on a construction contract
awarded by the state or a state agency, or on a subcontract awarded in connection with the project funded
under the construction contract. This subsection applies to home rule and general law municipalities.

Restrictions based on Federal Legislation
The Internet Tax Freedom Act prohibited new taxes on Internet access fees and discrimination of electronic
commerce.

Restrictions based on the Constitution
The United States Constitution prohibits any state from imposing any tax directly on the U.S. government, its
agencies, and federal instrumentalities, unless Congress consents to such taxation.
Additionally, Congress has passed legislation prohibiting states from imposing taxes on entities that are
instrumentalities not wholly owned or controlled by the U.S. government, such as
the American Red Cross,
federal land banks,

38



federal reserve banks,
federal credit unions, and
federal home loan banks.

Thus, much federal purchasing, leasing, and renting of tangible personal property; the use of utilities; meals
consumed in restaurants; and other normally taxable goods or services (including accommodations for fewer
than 30 days) are exempt from sales and other transaction-based taxes. However, the fact that the U.S.
government, agency, or federal instrumentality may ultimately reimburse an employee who paid the tax does
not exempt such a purchase from tax.

Example: An employee of a federal credit union pays for lodging costs from his own funds.
Tax should be collected at the time of payment, since payment is not being made directly
by the federal credit union. However, if the same employee pays for the lodging with a
check from the federal credit union’s account or by the use of a credit card that is billed
directly to the federal credit union, then this is a direct expenditure by the federal
instrumentality. Therefore, this transaction is exempt from sales tax.

Section 080 Certificate of exemption.
This section describes the process for issuing and revoking exemption certificates and is customized to indicate
fees associated with issuing certificates. In order to qualify for an exemption certificate, the organization must
have a business license, building permit, or IRS tax status declaration letter. Many communities also require
exemption certificates for transactions covered in 050.A.

Section 090 Determination whether transaction is exempt.
This section clarifies responsibility of tax collection and describes the process for determining if a transaction is
taxable and how to protest tax collection.

Section 100 Duty to Collect — Addition and separate statement — Exceptions.
This section clarifies how to apply for a business license, that tax is collected at the time of payment, tax shall be
a separate and distinct item on a receipt, and that the seller is liable for all sales tax due.

Section 110 Title to collected sales tax.

Section 120 Tax returns — Contents — Penalty for delinguency.
This section describes the process for submitting sales tax returns. This is customized for your community and
you can include whichever penalties and compensations you wish. List here the required information, filing
periods, deadlines, penalties and fees and early filing compensation.

Section 125 Application of sales tax payments.
This section clarifies the order of payment on an account with a delinquent balance.

Section 130 Duties upon cessation or transfer of business.
This section describes the process for terminating or transferring a business. Some of this information would be
repeated in the business license section of the municipal code.

Section 140  Amended returns.
This section describes the terms and process for filing an amended return.

Section 145 Refunds.
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This section follows up on Section 090 and describes how a claimant requests a sales tax refund.

Section 150 Extension of time, waivers, forgiveness.

Section 160 Use of information on tax returns.
The section iterates that all sales tax information is confidential and describes under what conditions someone
can view the tax return.

Section 170 Tax records — Additional information from seller — Audits.
This section describes the audit process and indicates the record retention duration. There is no specific record
retention requirement from the State of Alaska for sales tax records but they recommend 3 years
(https://archives.alaska.gov/documents/rims/schedules/300-1.pdf).

Section 180 Estimated tax.
This section describes the process to estimate taxes for a delinquent sales tax filer.

Section 190 Violations.
This section clarifies legal ramifications and responsibilities of delinquent sales tax filers. Describe here all legal
actions the municipality can and will take to recoup sales tax.

Section 200 Penalties for Violations.
This section clarifies financial ramifications and responsibilities of delinquent sales tax filers. Describe here all
late filing fees and additional fees regarding false or inaccurate sales tax filing.

Section 210 Requlations.

Section 220 Protest.
This section describes the process for a seller to dispute an audit or tax estimation.

Section 230 Alaska uniform remote seller sales tax code adopted by reference.
This section allows for the adoption of the Alaska Remote Sellers Sales Tax Code by reference. By adopting by
reference, this code does not have to be updated with any changes. Rather, the Alaska Remote Sellers Sales Tax
Code is an independent document that can be updated and any changes will be automatically reflected in this
code.

The remote sellers code is independently managed by the Alaska Remote Sellers Sales Tax Commission (the
Commission) which has contracted the Alaska Municipal League to administer all remote sales tax collection for
any community that joins the Commission. In order to become a member of the Commission, the community
must adopt by ordinance the Alaska Remote Sellers Sales Tax Code.
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Interpretation 2020.01 SALES TAX CAP FOR INSTALLMENT PAYMENTS OF A PRODUCT 3.18.2020

Issue:
Does the tax cap apply once to the total price of a product, even if the product is paid over multiple
installments?

Recommendation:
The cap is applied to the total price of a product at the time of purchase/billing.

Example:
A customer buys a car from a remote dealer for $25,000. The municipality the customer lives in has a tax

rate of 6% and a tax cap of $3,000 (only the first $3,000 of the price can be taxed, so the customer pays
maximum $180 in sales tax). The customer and seller agree to monthly installments of $416. The seller
will include sales tax up to the cap on the original price of $25,000 regardless of the number of payment
insallments. Sales tax collected: $180 collected and filed in the month the sale was agreed to.

Rationale:

The selling price is established upfront and the sales tax is assessed once at the time of purchase,
regardless of the payment method. This is similar to interest rates being set for home mortgage to allow
for set monthly payments.
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Interpretation 2020.02 SALES TAX CAP FOR SERVICE PAYMENTS OVER MULTIPLE INVOICES 3.18.2020

Issue:
Does the tax cap apply once to the total price of a service provided that is billed over multiple invoices?

Recommendation:
The cap is applied to each individual invoice billing.

Example:
A customer contracts $15,000 for annual legal services provided by a firm outside of the taxing

jurisdiction, billiable as the law firm provides the service on a rolling basis as needed. The municipality
the customer lives in has a tax rate of 6% and a tax cap of $3,000 (only the first $3,000 of the price can
be taxed, so the customer pays maximum $180 in sales tax). The seller invoices the customer as services
provided and invoiced 3 separate $5,000 invoices over the year.

The seller will include sales tax up to the cap on each $5,000 invoice for a total of $540 in sales tax
collected ($180 x 3 = $540 tax).

Rationale:
The Code specifically addresses this question in Section 030 — Imposition — Rate

Section 030.F. states “When a sale is made on an installment basis, the applicable sales tax shall
be collected at each payment, calculated at the sales tax rate in effect, and with the cap
applied, at the time of the original sale or the date the service is rendered, based on the local
jurisdiction’s’ code(s).”

Section 030.G. states “When a sales transaction involves placement of a single order with
multiple deliveries made at different points in time that are separately invoiced, the
applicable sales tax shall be collected on each separately invoiced delivery, calculated at the
sales tax rate in effect, and with the cap applied,. At the time of the original sale or the date the
service is rendered.”
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Interpretation 2020.03 ESTABLISHING ECONOMIC NEXUS FOR OUT OF STATE SELLERS 3.18.2020

Issue:

How does the Wayfair Supreme Court decision affect municipalities if the Court only discussed and
wrote about state-level jurisdiction? Are only remote sales into a jurisdiction considered for threshold
determination?

Recommendation:
The remote seller’s gross annual sales will determine whether they have met the threshold.

Example:
A seller has sales into Alaska through its website or via a marketplace facilitator. The seller will use its

gross, statewide sales to determine if they have economic nexus (meet the threshold of either $100,000
in annual sales or 200 individual transactions).

Rationale:

The ruling establishes the basis for establishing a statewide threshold test to determine if there is an
economic nexus within a state and does not distinguish between local jurisdictions. All sales into the
state are used to determine if a seller meets the threshold. Once nexus is established with a state, the
inquiry is over and a seller may not refuse to collect sales tax on the basis of lack of nexus.
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Interpretation 2020.04 ESTABLISHING REGISTRATION REQUIREMENTS FOR IN-STATE SELLERS
3.18.2020

Issue:
How do in-state sellers determine if they should register and file with the Commission?

Recommendation:
The Commission will apply the criteria threshold only to remote sales conducted by an in-state seller
and occurring into a taxing jurisdiction.

Example:
An in-state seller that has physical sales in one jurisdiction, but also remote sales into other jurisdictions,

will only count its remote sales to determine if they meet the criteria for registration - either $100,000 in
annual, gross remote sales or 200 individual, annual remote transactions.

Rationale:

This treats in-state sellers the same as inter-state sellers, protects small businesses within Alaska, and
separates physical sales (to be filed where that seller has physical presence) from remote sales (wherein
the seller will file with the Commission).
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Interpretation 2020.05 FREIGHT FORWARDING FROM OUT OF STATE 3.18.2020

Issue:

Many companies do not ship directly to Alaskan residents. To get those products, residents can have the
merchandise delivered to a freight-forwarding company in Washington which then forwards the
merchandise to the Alaskan community.

The company charges the sales tax rate of the Washington jurisdiction and remits the sales tax to that
community instead of assessing tax and remitting to the final destination in Alaska.

Recommendation:

Residents who use the freight forwarding services should maintain all receipts and request a refund
from the state of Washington. The state will refund their portion of the sales tax collected but the
Alaskan resident cannot recoup the city sales tax from the Washington jurisdiction.

For the Washington state sales tax refund, there is information here:
https://dor.wa.gov/taxes-rates/retail-sales-tax/sales-nonresidents

Example:

A Gustavus resident orders from Wayfair which does not deliver to Alaska. The resident has the product
delivered to Frontier Freight in Kent, Washington. Frontier Freight then ships the product to Gustavus.
Wayfair charges sales tax for the city of Kent and the state of Washington and remits accordingly.
Gustavus does not receive any of the sales tax for the product sale. Frontier Freight charges sales tax for
Gustavus for the freighting and remits that to Gustavus.

Rationale:

It boils down to the concept of sourcing. Basically, tax is due where the goods are delivered. When a
buyer gives the seller a delivery address in Washington, the delivery location is considered to be the
“source” for taxation purposes. So any order for goods that is delivered to the freight-forwarding is
sourced to that location and taxed accordingly, regardless of where it goes from there.

Washington is entitled to those sales taxes. Alaska jurisdictions would only be due sales tax from remote
sellers when remote sellers ship or otherwise arrange for delivery to a location in the Alaska jurisdiction.
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ARSSTC Procedure

Physical Presence Seller incorrectly filing through Commission

Challenge

As sellers begin collecting, it may occur that they register incorrectly with the Commission and file for a
jurisdiction they have a physical presence in and should separately remit to.

AMSTP Role:

The staff has added the following language in the MUNIRevs portal as a reminder to sellers:
Stop!! If you have a physical presence in a community, you will not file taxes for that
community on this portal. You will need to file with that jurisdiction.

Upon notification from the jurisdiction of a seller incorrectly filing, or upon otherwise
recognizing this mistake, staff will remove the seller’s ability within MUNIRevs to file or remit. A
letter will be sent to the seller notifying them of this occurrence.

While we hope to act swiftly when this occurs, there will be instances that are just not
avoidable. The Commission’s fees will apply since the tax filing portal was used to process the
return, but the action of the Commission will be to correct this in all future filings.

The Commission and staff will do everything they can to encourage sellers with physical presence to file
directly with the jurisdictions. The Commission and staff rely on jurisdiction tax administrators to inform
the Commission of incorrect filing methods and together we can work to correct mistakes, when they
occur.
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