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THE BIGGEST SALES TAX CASE IN THE LAST 25 YEARS!

July 4, 1776.  July 20, 1969.  November 9, 1989.  April 17, 2018.  What do those days have in

common?  At least 3 out of 4 of them changed the world.

 

On April 17, 2018, the Supreme Court will hear oral argument in the South Dakota v. Wayfair, Inc. case. 

This case could define how sales made over the internet to out-of-state customers are taxed.  According

to the US Commerce Department, e-commerce sales grew by 16% in 2017 and until something is

invented that replaces the internet or a zombie attack destroys our electronic network, e-commerce

won’t be going away.  Thus, any case that determines how sales tax is applied to e-commerce is

obviously a big deal.

 

At its core, this case is the logical next step to the Quill Corporation v. North Dakota case from 1992

that determined that a business must have a sufficient physical presence in a state be subject to that

state’s laws.  This concept is called nexus.  To oversimplify things, if the only connection a business has

to a state is that it mailed a customer their purchase using the United States Postal Service, that state

can’t force the business to collect sales tax on their behalf.  The customer might still owe tax, meaning

the customer will need to self-assess tax but the business has no obligation to collect and remit sales

tax on behalf of that state.

 

That rule seemed to work well enough in 1992 but it’s 2018 and internet sales are too substantial for the

states to ignore.  Sales tax simply generates too much revenue; a new case to address sales tax on e-

commerce sales seems long overdue.

 

There are many who thought this type of case would never be heard by the Supreme Court. They

thought the Supreme Court would not hear cases like this one because they thought the Supreme Court

believed a legislative solution was required.  Maybe that was the case and the Supreme Court got tired of

waiting. It’s not for us to say.

 

The Streamlined Sales Tax Project (SSTP), for example, was created to address some of the issues that

e-commerce created.  It sought to create a more simple and modern tax code for states to use so at

least the different sales tax laws between the states wouldn’t be an issue in the internet age.  The

Streamlined Sales Tax Project was dissolved when the Streamlined Sales and Use Tax Agreement

(SSUTA) became effective and the agreement currently has 23 participating states, plus Washington DC.

  While we are unsure of what the outcome of this new case will do to the SSUTA, there’s no denying

that many intelligent people believe that the issues that sales tax can create in the internet age must be

addressed, with or without Congress.

 

When a ruling is eventually issued in this case, there might be substantial sales tax ramifications for

businesses.  And when your business is sales tax, like it is ours, days like April 17, 2018 can change

your everyday world.

 

Be sure to follow us on social media for updates on this potentially historic case.
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A client came to us with the belief that they owed

New York State sales tax on certain retail sales it

made.  After discussing the case, it was decided

that the best approach was to file an application

for a Voluntary Disclosure & Compliance

Agreement.  Not only would this allow the client to

correct its mistake, it also led to penalty

abatement on any tax due. 

 

After meeting , without discussing the matter with

us, the Company decided to remit sales tax on

100% of their sales “to be safe” regardless of

whether sales tax was or should have been

collected.

 

Unfortunately, the New York State Voluntary

Disclosure and Compliance Unit takes almost a

year to respond to applications related to sale

tax.  During this year long wait, this Company was

selected for audit.

 

During the audit, it was discovered that many of

the Company’s sales were delivered either out of

state or out of the country.  Since the Company

did not collect sales tax but remitted it anyway,

the Company was due a refund of the tax

remitted on those sales.

 

Even though the Company only had records for

the last year of the audit, Tax Defense was able to

negotiate an extrapolation for the refund amount.

While the Company did owe tax in other areas of

the audit, the refund exceeded the tax due.  As a

result, the Company was ultimately issued a

refund for approximately $30,000 after the refund

was netted against what was owed.

 

Contact us to make sure that you are not only

remitting tax but remitting the correct amount of

tax! You may owe sales tax or you may be

remitting too much tax!

We are a dedicated team of sales and use tax

professionals who have committed our careers to

helping businesses and fellow professionals with

sales and use tax problems.

Since the only work we are focused on is sales tax
consulting, businesses never have to be
concerned that we will try to sell them other
services they do not need. And professionals
never have to be concerned with us encroaching
on their client relationships, because we view you,
our fellow professional, as our client.         

WHEN YOU HAVE A SALES TAX PROBLEM, WE ARE THE SOLUTION!

CALL: 631-491-1500

"They are excellent. If you have sales tax problem. Call them. They know their stuff."

-Vinod G. Business Owner

Phone: 631-491-1500

673 Deer Park Avenue

Dix Hills, NY 11746

This newsletter is not intended to be used as tax, legal or accounting advice.
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