Remote Sales Tax Collection: FAQ for Businesses and Local Governments

When does this take effect?

e The Commission has developed software that will be ready as of January 31, 2020. Upon adoption of
the Remote Sales Tax Code by a local government, retailers will be notified that they should begin
collection, and have 30 days to comply. As additional local governments adopt the Code, compliance
will occur on a rolling basis. Assuming that the first local government adopts the Code in late
January, early February, the Commission expects reporting and remittance as soon as March/April.

What about:

e Seasonal tax rate — the software will include reference applicable rate changes throughout the year,
as long as there is 30 days’ notice. You will need to notify the Commission of seasonal tax rates, and
the Commission will need the exact dates on an annual basis. Any tax holiday that occurs
throughout the year should be noticed appropriately.

e All of our product exemptions —the Commission has established a tax variability matrix that tracks
all product exemptions from all taxing jurisdictions. The exemption happens automatically within
the APl adopted by remote retailers or accessed via the website provided by the Commission. The
Commission has adopted a common set of definitions that will assist in compliance.

e Entity-based exemptions
0 Applyto:

= Senior exemptions — based on each local government’s definition of “senior”, when they
apply. If applicable only to certain sales, the software will accommodate that variation.

=  Goods for wholesale - — these entities should be using their State of Alaska wholesale
license in their purchase, which vendors they purchase from should recognize and apply
tax-free status. Wholesale purchases will count toward establishing the criteria threshold
for vendors selling into the state, even though taxes will not be collected. Sales and value
of exemption will be reportable.

=  Churches, nonprofits, and governments — where a jurisdiction exempts these entities, the
exemption should apply. Sales and value of exemption will be reportable.
O Process:
= Development of an Exemption Certificate Registry (ECR)
= ECRis an online system that buyers can access from any internet browser. ECR provides
buyers with tools to find, create, and store exemption certificates for future use. An
exemption certificate created through ECR can be reused from vendor to vendor.

= Once a buyer’s exemption certificates are set up in ECR, these certificates can be provided
to vendors in various ways. From ECR, certificates can be emailed, downloaded, uploaded,
printed, or even sent directly to vendors’ exemption certificate management systems.

= Vendors are still responsible for storing exemption certificates received through ECR.

0 Buyer’s responsibility - It will be up to the buyer to upload their information, including locally
produced certificate, if any, into their account on the ECR. Within the ECR, the buyer will direct
that information to vendors. The buyer will go through the retailer’s established process to set
up an individual tax exemption within their account, including to download from the ECR the
correct documentation for that retailer.
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0 Any inaccurate sales tax collection should be taken up first with the vendor, then brought
to the Commission’s attention in case of a refund being necessary.

e Monthly filing — the default filing is monthly, consistent with national trends and best
practice. Vendors will have the option to file quarterly but this must be approved by the
Commission.

e Quarterly filing — notify the Commission if you would like reporting and remittance to occur on a
quarterly basis. The Commission will hold any remittance occurring more frequently in trust for
that distribution.

e Deliveries to post office boxes within our jurisdiction — these will be treated as taxable, based
on the point of delivery

e Deliveries to addresses right outside our jurisdiction —the Commission has GIS-located all
addresses in Alaska, such that these types of deliveries should not be taxable, and that all taxed
sales are accurate. The software contractor has verified that boundary maps with the State DCRA,
and each local government should notify the Commission upon adopting the Code of any
discrepancies.

Changes to current code:

e Necessary - Exemption for remote sales will need to be removed, if applicable
e Optional — update your reporting requirements, definitions, etc. based on the remote sales
tax code

What happens when the local government adopts the Code?

e Local government notifies the Commission by contacting Nils Andreassen at nils@akml.org

e The Program Manager will follow up, requesting that you complete a simple form that
confirms rates, exemptions, sales tax boundaries, any changes to existing code, remittance
preference, etc.

e The Program Manager will ask the local government to confirm all the settings in the
software as accurate

e Upon receipt of the registration form, and confirmation that settings are correct,
the Commission will notify remote sellers that they will need to comply within 30
days

e The Commission will send the local government representative log-in information for the
Alaska Sales Tax Portal, where they can see all returns, and the calculations that go into
remittance

e Ona monthly or quarterly basis, and within 10 days of the last day of the month,
the Commission will remit collected taxes to the local government

e The local government will confirm receipt and accuracy of the filing and remittance

e The local government should review filings, flag any they have questions about, and send
the Program Manager questioned filings

e The Program Manager will review questioned filings and upon receipt of more than three of
the same vendor, request an audit of their transactions for the applicable jurisdictions

e Amended filings, or refunds necessary, will be accounted for on a rolling basis

Revised 1.16.2020 Page 2 of 2



