














of Washington), Alaska municipalities would have to establish a system for keeping the map 

current with new subdivisions, new addresses for businesses and residences, annexations and 

such. 

Can online vendors handle additional, specific sales taxes? 

Yes, such as on alcohol or tobacco taxes, in addition to general sales taxes. Other states 

levy additional taxes on certain items, such as alcohol, and nothing in the Streamlined Sales Tax 

Project argues against such additional sales or excise taxes. The third-party vendors that offer 

administration software for states can accommodate such taxes. 

What are some of the tax code decisions that Alaska municipalities will have to make? 

Taxation limits 

• Several Alaska municipalities have in place a limit on the amount of a single transaction

subject to sales tax. For example, in Juneau the sales tax stops charging after a single

transaction (an invoice, not a single item) reaches $12,000 (though there is no limit to

taxation of jewelry). In the Kenai Peninsula Borough, the cap is $500. It is unknown at

this time if Alaska municipalities can maintain their disparate application of such "tax

caps" and still have a reasonable chance of surviving a legal challenge should an online

merchant want to contest the "undue burden" of navigating different tax limitations.

Point of taxation 

• Alaska municipalities most certainly will need to define and adopt a common definition

for the point of the taxation transaction, especially since this could affect the rate

charged and where the tax is remitted. Such as, if a buyer receives the order at a post

office in one city but takes it to their residence in another city, where did the taxable

transaction occur, and which city gets the money? Where the item was delivered or

where it was used? The same difficulty would apply to the on line seller as it tries to

determine the tax rate - it needs to know which address to check on the tax look-up

map, the point of delivery or the residence of the buyer? This definition will need to be

consistent for all Alaska municipalities that choose to participate in the AML effort.

Definitions 

• Definitions should be consistent among participating municipalities for any tax­

exemptions, such as food (taxed or not taxed, or divided between prepared and

unprepared, and how to define those terms), sale-for-resale, purchases by senior

citizens, manufacturing components, construction materials that will be incorporated

into real property in the municipality, farming supplies, funeral supplies, medical

equipment, over-the-counter drugs and medical items, sales to and/or by nonprofits,

sales by government agencies. The definitions will require a lot of work between

municipalities.
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Collection thresholds 

• South Dakota sets a significantly higher minimum threshold for annual sales into the

state by a remote merchant than for local businesses before the out-of-state business

has to collect and remit sales taxes. Whatever Alaska municipalities decide needs to be

consistent for all municipalities in the AML program. Otherwise, remote merchants

could get caught up in a maze of different registration and reporting standards.
• For example, municipalities may want to exempt small-scale sellers from registering,

collecting and remitting, such as businesses with less than $2,500 a year of sales into the

jurisdiction. An example would be an on line jewelry maker in New York that might sell

$300 of goods into any one Alaska city in a year. How much do Alaska municipalities

want to exempt occasional sellers from collecting sales tax? And should it be the same

threshold for remote sellers as in-town businesses?

Examples of taxable decision items 

• Do municipalities want to collect sales tax on motor vehicles, boats and airplanes

imported into the municipality?
• How will municipalities treat commissions that are retained by online sellers? Is the tax

applied to the total price of the goods, or only on the net received by the seller after the

commission is deducted?
• Are delivery charges taxable if they are listed separately from the purchase price?
• Are software downloads taxable, such as music and apps and streaming services?
• Are Amazon Prime membership dues taxable?

• Are online subscriptions taxable, such as news sites?

Administrative issues 

• How will municipalities handle refunds of sales taxes paid in error by the seller or

collected in error by an online seller? Who will issue the refund: The seller or the

municipality?
• Will municipalities allow a discount or "commission" of tax collections, intended to

partially compensate the merchant for its costs of bookkeeping as the municipality's tax

collector? Should this discount, or retention, be the same for online and local vendors?

Many Alaska cities and boroughs allow their local merchants to hold back a small

percentage as compensation for their work as a tax collector.
• Can the AML project accommodate seasonal adjustments to a municipality's tax rates,

or special "tax holidays" as municipalities sometimes offer for back-to-school shopping

or other annual categories?
• Are intrastate on line sales treated differently than interstate sales?
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