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The Tax Cuts and Jobs Act



Key Tax Provisions in the Tax Cuts and Jobs Act

On December 22, 2017, President Trump signed
into law, the Tax Cut and Jobs Act. A majority of
the provisions under the Act sunset for tax years
beginning after December 31, 2025.
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Key Provisions Related to Individual Income Taxes

. Individual Income Tax Brackets:

— The number of income tax brackets remain at seven,
however the income ranges in several brackets have been
changed and each new bracket has lower rates.

— This has the effect of reducing taxes for most income levels.

— Sunset provision

L DANNIBLE & MCKEE, LLP

Certified Public Accountants and Consultants

Delivering Confidence



Individual Income Tax Rates

A comparison of the current rates and the new rate

Single Filers (2018)

Under Previous Law

Rate
10%
15%
25%
28%
33%
35%
39.6%

L

Income Bracket
$0-9,525
$9,525-38,700
$38,700-93,700
$93,700-195,450
$195,450-424-950
$424,950-426,700
$426,700 and up

DANNIBLE & MCKEE, LLP

Certified Public Accountants and Consultants

Tax Cuts and Jobs Act

Rate
10%
12%
22%
24%
32%
35%
37%

Income Bracket
$0-9,525
$9,525-38,700
$38,700-82,500
$82,500-157,500
$157,500-200,000
$200,000-500,000
$500,000 and up

Married Filing Jointly - MFJ (2018)
Tax Cuts and Jobs Act

Under Previous Law

Rate
10%
15%
25%
28%
33%
35%
39.6%

Income Bracket
$0-19,050
$19,050-77,400
$77,400-156,150
$156,150-237,950
$237,950-424,950
$424,950-480,050
$480,050 and up

Rate
10%
12%
22%
24%
32%
35%
37%

Income Bracket
$0-19,050
$19,050-77,400
$77,400-165,000
$165,000-315,000
$315,000-400,000
$400,000-600,000
$600,000 and up
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Changes to Itemized Deductions,
the Standard Deduction,
Dependent Exemptions and the
Child Tax Credit



State, Local, Sales and Property Tax Deduction

0l 39vd

The deduction for state and local income tax, sales tax and property
taxes ("SALT deduction") is capped at $10,000.

— This will have more impact on taxpayers with more expensive property,
generally those who live in higher-income areas, or people in states
with higher state tax rates.

* This provision alone, combined with the increased standard deduction
will reduce the number of people that will itemize in 2018 and forward.

* Many taxpayers that had large SALT deductions were subject to AMT.

— With revised AMT rules (discussed previously) the negative impact
should be less than anticipated.

* Prepayment in 2017 issues
e Sunset provision
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Standard Deduction and Personal Exemption

e The Act nearly doubles the standard deduction:

— Married Joint Filers - from $12,700 to $24,000
— Single - from $6,350 to $12,000
— Head of Household - from $9,350 to $18,000

*  Previously, about 70 percent of families choose the standard
deduction rather than itemized deductions; this could now rise to
over 84 percent.

 The bill eliminates the personal exemption, which is a deduction of
$4,050 (2017) per taxpayer and dependent.

* Sunset provision

'S DANNIBLE & MCKEE, LLP Delivering Confidence

Certified Public Accountants an d Consultants




Impact of Changes

Change in Tax on $200,000 AGI, Use of Standard Deduction, No Children

Filing Status MFJ 2017 2018 Change
Taxable Income $ 179,200 $ 176,000 $ (3,200)
Income Tax 37,061 30,819 (6,242)
Filing Status Single 2017 2018 Change
Taxable Income $ 189,600 $ 188,000 $ (1,600)
Income Tax 46,070 41,850 (4,220)

Change in Tax on $200,000 AGI, Use of Standard Deduction, 2 Children <17

Filing Status MFJ 2017 2018* Change
Taxable Income $ 171,100 $ 176,000 $ 4,900
Income Tax 34,793 26,819 (7,974)

*Note: 2018 tax reduced by $4,000 child tax credit.
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Impact of Changes

Change in Tax on $200,000 AGI, $28,000 Id's (taxes $18K, Mtg $6K, Cont $4K), No Children

Filing Status MFJ 2017 2018 Change
Taxable Income $ 163900 $ 176,000 $ 12,100
Income Tax 32,777 30,819 (1,958)
Filing Status Single 2017 2018 Change
Taxable Income $ 167950 $ 180,000 $ 12,050
Income Tax 40,008 39,290 (718)

Change in Tax on $200,000 AGI, $28,000 Id's (taxes $18K, Mtg $6K, Cont $4K), 2 Children < 17

Filing Status MFJ 2017 2018* Change
Taxable Income $ 155800 $ 176,000 $ 20,200
Income Tax 30,509 26,819 (3,690)

*Note: 2018 tax reduced by $4,000 child tax credit.
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Impact of Changes

Change in Tax on $300,000 AGI, $52,000 Id's (taxes $35K, Mtg $10K, Cont $7K), No Children

Filing Status MFJ 2017 2018 Change

Taxable Income $ 239900 $ 273,000 $ 33,100
Income Tax 54,834 54,549 (285)
AMT 5,987 - (5,987)
Total Tax $ 60,821 $ 54549 $ (6,272)
Filing Status Single 2017 2018 Change

Taxable Income $ 246,401 $ 273,000 $ 26,599
Income Tax 65,612 71,240 5,628
AMT 6,929 - (6,929)
Total Tax $ 72541 $ 71,240 $ (1,301)

Change in Tax on $300,000 AGI, $52,000 Id's (taxes $35K, Mtg $10K, Cont $7K), 2 Children < 17

Filing Status MFJ 2017 2018* Change

Taxable Income $ 231,800 $ 273,000 $ 41,200
Income Tax 52,239 50,549 (1,690)
AMT 8,582 - (8,582)
Total Tax $ 60,821 $ 50,549 $ (10,272)

*Note: 2018 tax reduced by $4,000 child tax credit.
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C Corporations
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Reduction in C Corporation Tax Rate

*  Pre-Act Law: C corporations were subject to graduated tax rates of
15 percent (for taxable income of SO - $50,000), 25 percent (for taxable
income of $50,001 - $75,000), 34 percent (for taxable income of $75,001
- $10,000,000), and 35 percent (for taxable income over $10,000,000).

— Personal service corporations pay tax on their entire taxable income at
the rate of 35 percent.

*  New Law: For tax years beginning after December 31, 2017, the
corporate tax rate is a flat 21 percent rate, including personal service
corporations.

— No sunset - permanent

— Note: This rate will also apply to the S corporations who have recognized
built-in-gains in years beginning after December 31, 2017.
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Should | Convert to a C Corporation?

Ll I9Vd

 Many are asking if with the tax rates on C corporations now at 21 percent,
does it make sense to convert their business to a C corporation?

* Although a detailed analysis should be done, the answer in most cases will
probably be no.

 Although at a 21 percent corporate tax rate, wages paid out are still taxed
as ordinary income tax rates (and are not eligible for the 20 percent QBI

deduction).

* Dividends paid out of the after-tax income of the corporation are subject
to capital gains rates as the corporation does not receive a deduction for
the dividends that income will be subject to double taxation with Federal
tax rates approaching 37 percent.

— (21 percent Corp Tax + (79 percent x 20 percent) Dividend Tax = 37
percent Total Tax (ignores state tax).
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Corporate Alternative Minimum Tax Repealed

* The corporate alternative minimum tax (AMT) has been
repealed.

* Note: Under pre-Act Law, one of the possible disadvantages of
having corporate owned life insurance to fund an entity-purchase
buy-sell agreement was the potential taxation of the proceeds

under the AMT. This is no longer the case with the repeal of the
corporate AMT.
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Pass-Through Businesses



Code Section 199A - Qualified Business Income
(20 Percent Deduction for Qualified Business Income)

* The Section 199A “pass-thru entity” tax cut gives a non-corporate
taxpayer, including a trust or estate, who has qualified business income
(QBI) a deduction of up to 20 percent of the qualified business income.

e Pass-through businesses include:

— Sole-proprietorships (no entity, Schedule C)

— Real estate investors (no entity, Schedule E)

— Disregarded entities (single member LLCs)

— Multi-member LLCs

— Any entity taxed as an S corporation

— Trusts and estates, REITs and qualified cooperatives
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Code Section 199A - Qualified Business Income
(20 Percent Deduction for Qualified Business Income)

 The 20 percent deduction is not allowed in computing adjusted gross
income (AGI), but rather is allowed as a deduction reducing taxable
income (similar to the standard deduction).

* Sunset provision

* The Section 199A deduction formula generally applies the 20 percent
deduction both to the QBI from the taxpayer’s businesses and then
again to the taxpayer’s taxable income adjusted for any net capital
gains and without the adjustment for the Section 199A deduction.

* The taxpayer then receives a deduction equal to the lesser of the two.
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Limitations

¢¢ 19vd

* There are basically two limitations which must be applied where a
taxpayer meets certain taxable income thresholds. They are:

* W-2 Wage and Property Limitation:

— Applies to all taxpayers and all business types where the
taxpayer’s taxable income exceeds a threshold amount.

— Limitation is calculated separately for each entity based on the
wages and property specific to that entity.

» Specified Service Trade or Business Limitation:

— Applies only to taxpayers where QBI is generated in a specified
service trade or business.

— Will result in full allowance, partial limitation or total
disallowance based on taxable income of taxpayer.
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Other Business Provisions



Increased Section 179 Expensing

* The Act increases the maximum amount a taxpayer may expense under
Section 179 to $1,000,000, (from $500,000) and increases the phase-
out threshold amount to $2,500,000 (from $2,000,000).

* Effective property placed in service in taxable years beginning after
December 31, 2017.

* The $1,000,000 and $2,500,000 amounts, as well as the $25,000 sport
utility vehicle limitation, are indexed for inflation for taxable years
beginning after 2018.

 The Act expands the definition of Section 179 property to include
certain depreciable tangible personal property used predominantly to
furnish lodging or in connection with furnishing lodging.
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Increased Section 179 Expensing

 The Act also expands the definition of qualified real property

eligible for Section 179 expensing to include any of the following
improvements to non-residential real property placed in service
after the date such property was first placed in service:

— Roofs;

— Heating;

— Ventilation and air-conditioning property;

— Fire protection and alarm systems; and

— Security systems.

* No sunset provision
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100 Percent Expensing of Qualified Business
Assets (Bonus Depreciation)

* Pre-Act Law: An additional first-year depreciation deduction was
allowed equal to 50 percent of the adjusted basis of qualified property
placed in service before 2020.

* New Law: Allows 100 percent expensing for qualified property
(generally, depreciable assets other than buildings) that are acquired
and placed in service after September 27, 2017 and before 2023
(before 2024 for “longer production period” property and certain
aircraft.
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100 Percent Expensing of Qualified Business
Assets (Bonus Depreciation)

A 20 percent per year phase-down of full expensing will apply for
property placed in service after 2022 and before 2027 (2023 - 80
percent, 2024 - 60 percent, 2025 - 40 percent, 2026 - 20 percent).

 The Act also removes the requirement that the original use of
qualified property must commence with the taxpayer.

» Thus, the provision applies to purchases of used, as well as new items.

 To prevent abuses, the additional first-year depreciation deduction
applies only to property purchased in an arm’s-length transaction.

* Sunset provision
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Like-Kind Exchange Limited to Real Property

* Pre-Act Law: Like-kind exchanges (LKE’s) are permitted for property
held for use in a trade or business or for investment.

— LKE’s were permitted for both real property and personal property.
* New Law: Like-kind treatment will be limited to real property only.

* Note: With the increased Section 179 expensing and the 100 percent
bonus depreciation expensing provisions, the inability to defer the
gain recognized on a trade-in will have limited impact as the
increased basis of the property acquired can most likely be expensed
in full.
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Limitation on Deduction for Entertainment
Expense/Fringe Benefits
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No deduction will be allowed for expenses of a trade or business related
to entertainment, amusement or recreation activities or for membership
dues to any club organized for business, pleasure, recreation or other
social purposes.

— This eliminates the subjective determination of whether such expenses
were sufficiently business related.

The 50 percent limitation on deductions for meals continues to apply and
is expanded to include meals provided through an in-house cafeteria or
otherwise on the premises of the employer.

The deductions for employee transportation fringe benefits (e.g., parking
and mass transit) are no longer allowed and the exclusion from income
for such benefits received by an employee is retained.
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Change in Treatment of Net Operating
Losses

* Pre-Act Law: Generally, with some exceptions, a net operating loss
(NOL) could be carried back 2 years and carried over 20 years to
offset taxable income in such years.

* New Law: For NOLs arising in tax years ended after December 31,
2017, the
2 year carryback and the special carryback provisions are repealed.

— A 2 year carryback continues to apply in the case of certain losses
incurred in the trade or business of farming.
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Change in Treatment of Net Operating
Losses

* Forlosses arising in tax years beginning after December 31, 2017,
the NOL deduction is limited to 80 percent of taxable income
(determined without regard to the deduction).

e Carryovers to other years are adjusted to take account of this
limitation and NOLs can be carried forward indefinitely.

e Exception: NOLs of property and casualty insurance companies can
be carried back 2 years and carried over 20 years to offset 100
percent of taxable income in such years.

L DANNIBLE & MCKEE, LLP 2 ;
Certified Public Accountants an d Consultants Dehve”ng Confldence




The Wayfair Case



The History

Commerce Clause - Supreme Court Cases

* National Bellas Hess (1967) - Requirement for some physical contact
with the state and that state violated U.S. Constitution’s Commerce

Clause.

e Complete Auto Transit (1974) - Created four part test to determine if
state taxes discriminate or unfairly burden interstate commerce.

 Quill Corporation (1992) - Supreme Court ruled that attempts to
impose use tax on goods purchased from an out-of-state mail order
seller without outlets or sales representatives violated the Commerce
Clause.
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Quill Corporation vs. North Dakota (1992)

* Quill Corp. was an office supplies retailer incorporated in Delaware with

¥7€ 35vd

offices and warehouses in multiple states, but none in North Dakota.

— No employees worked or lived in North Dakota.

— Little to no tangible personal property within the state.
— $200,000,000 Global revenue.

— North Dakota sales:
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Approximately $1,000,000 worth of sales to approximately 3,000
customers.

Sixth largest vendor of office supplies in the state.

Delivers all merchandise by mail or common carrier.

Delivering Confidence



The HiStOI‘y (con't)

e The tax must:

* Be related to an activity with substantial nexus;

* Be fairly apportioned;
* Not discriminate against interstate commerce; and

* Be fairly related to the services provided by the state.
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Cyber Age
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* For private consumers around the globe, the most well-known form
of e-commerce falls into the business to consumer (B2C) category,
which includes online retail or online shopping. It refers to online
purchases from bricks-and-mortar retailers, such as Walmart, as well
as from web-only online retailing corporations such as Amazon.com
(biggest online retailer) or Rakuten. In 2017, an estimated 1.66
billion people worldwide purchased goods online. During the same
year, global e-retail sales amounted to $2.3 trillion USD and
projections show a growth of up to $4.48 trillion USD by 2021.

* In South Dakota alone, the Department of Revenue estimates the
revenue loss at $48-58 million, annually.
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Wayfair, Inc.

LE I9Vd

Wayfair, Inc. is a merchant with no employees or real estate in South
Dakota.

Wayfair, Inc. is a leading online retailer of home goods and furniture
and had net revenues of over $4.7 billion last year.

Wayfair, Inc. does not have nexus in South Dakota, but ships its goods
directly to purchasers there.
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South Dakota vs. Wayfair, Inc. (2018)
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* |n 2016, South Dakota passed an economic presence statute that
required out-of-state sellers to collect and remit sales tax if the seller had
a specified level of activity in the state. This new standard applied if the
business delivered more than $100,000 of goods or services in South
Dakota or engaged in 200 or more separate transactions in South Dakota
in the current calendar year.

* OnlJune 21, 2018, the Supreme Court of the U.S. handed down a historic
decision in the sales and use tax nexus case South Dakota vs. Wayfair, Inc.
The 5-4 ruling overturns physical presence standards upheld in previous
cases, such as Quill vs. North Dakota (1992) and National Bellas Hess Inc.
vs. Department of Revenue of Illinois (1967), where a business had to
have a physical presence in the state for the state to impose sales and use
tax collection obligations on the business.
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South Dakota vs. Wayfair, Inc. (2018)
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* The court overturns Quill.
— “Quill is flawed on its own terms.”

— “The physical presence rule is not a necessary interpretation
of the requirement that a state tax must be “applied to an
activity with a substantial nexus” with the taxing state.”

— “Quill creates rather than resolves market distortions.
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South Dakota vs. Wayfair, Inc. (2018)

0% 3I9vd

* “It treats economically identical companies differently for
arbitrary reasons. For example, a business that maintains a
few items of inventory in a small warehouse in a state is
required to collect and remit a tax on all of its sales in the
state, while a seller with a pervasive internet presence is not
subject to the same tax for the sales of the same items.”

* “Rejecting the physical presence rule is necessary to ensure
that artificial competitive advantages are not created by this
Court’s precedents.”
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New Law Under Wayfair

 The power to regulate sales tax collection with respect to interstate
commerce remains with Congress (Interstate Commerce Clause).

 But Congress has not yet enacted controlling laws regarding sales tax
with respect to interstate commerce.

* Until Congress enacts controlling regulations, sales tax issues for out-
of-state sellers will continue to vary by state. It is also possible that
Congress may choose to codify Wayfair, or to not act at all.

e States will now be able to enforce legislation that establishes an
economic nexus even if there is no physical presence in the state.
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New Law Under Wayfair
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* The decision does not officially make the South Dakota statute the
new standard for taxing out-of-state vendors, but it is noteworthy that
the following attributes of South Dakota’s law were viewed favorably
by the Court by not putting an unreasonable burden on the sellers:

— |t is not retroactive.

— Only merchants who have considerable amount of business are
required to collect (according to the South Dakota law in question,
that mean $100,000 in in-state sales or over 200 orders in the state).
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Increase Sales Tax Collection

e Establishing the nexus (connection) between a remote vendor and a
taxing state allow the state to increase sales tax revenue by increasing
collections by requiring sellers to do one or more of the following:

— Collect sales tax from customers within the taxing state and pay it to
the state.

— Register with the taxing state.
— Provide customer/sales data to the taxing state.

 For a summary of current economic nexus and post-Wayfair guidance
for each state, see attached Appendix A.
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Manufacturing and IC-DISC's

What is an IC-DISC?

e AnIC-DISC is a tax-exempt corporation (pays no Federal
income tax), which generates commission income from a
“related producer,” or the manufacturing entity.

e The IC-DISC generates commission income from the related
producer’s sale of “qualified export property,” which is
deductible to the related manufacturer.
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Manufacturing and IC-DISC's
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Transactions with the IC-DISC

e The IC-DISC generates commission income from the related
manufacturer on qualified export sales equal to the greater of:

— 50 Percent of the net profit on the export sales; or

— 4 Percent of the total export sales (limited to net profit).

e The IC-DISC generates commission income, while the related producer
deducts the commission expense, reducing taxable income of the
manufacturer.
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Manufacturing and IC-DISC's
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Benefits of the IC-DISC

e The related manufacturer is able to deduct commission payments
against taxable income:
— Upto 35 percent (2017) / 21 percent (2018) for C-Corporations; and
— Up to 39.6 percent (2017) / 37 percent (2018) for S-Corp /
Partnership.

e The IC-DISC pays no Federal income tax on the commission income
(no state tax in New York) on undistributed profits.
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Manufacturing and IC-DISC's
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Benefits of the IC-DISC (continued)
e The commission income is not taxed until a taxable dividend is paid
from the IC-DISC to its shareholders.

— Taxed at “qualified dividend” rates (15-20 percent), and subject to
net investment income tax rules (3.8 percent).
e |C-DISC can defer tax on up to $S10 million in export gross receipts per
year, and deferral is indefinite (until dividends are paid to its
shareholders).
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Manufacturing and IC-DISC's
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Benefits of the IC-DISC (continued)
e Undistributed profits are subject to an annual interest charge on the
amount of income tax deferred.
— 2017 interest rate was 1.0151 percent (base period T-bill rate).
— In 2017, the cost to defer S500,000 of undistributed IC-DISC income
was computed, as follows:

e Undistributed Income ($500,000) x Tax Rate (23.6 percent) =
$118,000 (Deferred tax).

e Deferred Tax ($118,000) x Interest Rate (1.0151 percent) =
$1,198 (interest charge).
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Manufacturing and IC-DISC's

Additional Considerations & Planning Opportunities

e Profits may be deferred (indefinitely) without the imposition of
income tax.

e To defer income, cash must be paid from manufacturer (producer) to
|IC-DISC, and cannot be distributed to IC-DISC shareholders (taxable
dividend).

e |C-DISC shareholders defer tax on undistributed IC-DISC profits at the
cost of the “interest charge” on the deferred tax.
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Manufacturing and IC-DISC's

Additional Considerations & Planning Opportunities
e With the reduced tax rates in 2018, is the IC-DISC still worth doing?

— Manufacturer tax rate = 21 percent to 37 percent.

— Shareholder tax rate (dividend) = 15 percent to 23.6 percent.

— Rate differential = 6 percent to 13.4 percent (without state tax
impact).

e What else can be done with the undistributed profits?
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Manufacturing and IC-DISC's

¢S 19vd

|C-DISC Producer’s Loan (IRC Sec. 995)

e Rather than deferring tax by letting cash (undistributed profits)
sit in IC-DISC bank account, IC-DISC has the ability to issue a
“producer’s loan” to the related manufacturer (producer).

e Producer’s loans are considered a “qualified export asset” of the
|IC-DISC.
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Manufacturing and IC-DISC's

|C-DISC Producer’s Loan (continued)

e Producer’s loan cannot exceed manufacturer’s assets related to
export sales (prorated based on percentage of export sales);

e | oan must be evidenced by a note, with stated maturity date not to
exceed 5 years (can be extended for any number of fixed five-year
periods); and

e BearsaSection 482 (“arm’s length”) interest rate.
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Manufacturing and IC-DISC's
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|C-DISC Producer’s Loan (continued)

e Manufacturer (producer) has an obligation to increase inventory,
plant, machinery and equipment and/or research and development
expenditures equal to the loan balance.

e |ncreased investment requirement applies to each taxable year the
loan is outstanding.
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Circular 230

Any tax advice contained herein was not intended or written to be used, and cannot be
used, for the purpose of avoiding penalties that may be imposed under the Internal
Revenue Code or applicable state or local tax law provisions.
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Economic Nexus (Updated for Wayfair)

Wayfair Guidance

State Economic Nexus Post-Wayfair Guidance
AR A A
AL Yes. Threshold: Over $250,000 in retail sales.Alabama YesThe Alabama Department of Revenue announced that
imposes a use tax collection obligation on out-of-state its existing economic nexus rule, crginally effective in
sellers who: engage in cne or more of the activities listed in | 2016, applies “prospectively for sales made on or after
Ala. Code 540-23-68 and have more than 250,000 in October 1, 2018.° The Department also noted a law that
retail sales sold into Alabama in the previous year. Remote | takes effect in 2019 requiring large marketplace facilitators
sellers who engage in one or more of the activities listed in | to comply with notice and reporting requirements or collect
Ala. Code 540-23-68 and have annual Alabama sales in tax on sales made by or on behalf of thind-party sellers.
excess of $250,000 should register for the Alabama
Simplified Sellers Usze Tax Program (SSUT) and begin
collecting tax on their sales no later than October 1, 2018.
In addition to the collection requirements for remote sellers,
Alabama law also requires marketplace facilitators with
Alabama marketplace sales in excess of $250,000 to
collect tax on sales made by or on behalf of its third-party
sellers or to comply with reporting and customer notification
requirements. The law mandates compliance with reporting
or remitting requirements on or before January 1, 2019.
AR MNo. Arkansas has not adopted an economic nexus Mo. The Arkansas Department of Finance and
provision. Administration indicated that it had no comment, however,
Revenue Legal Counsel has issued an opinion stating that
the effect of Wayfair on sellers with no physical presence in
Arkansas remains uncertain.

AZ Mo. Arzona has not adopted an economic nexus provision. | Mo.The Arzona Department of Revenue has updated its
nexus publication to emphasize the state's voluntary
disclosure program. In a statement, the Department noted
that it is “committed to the fair treatment of online retailers
and bricks and mortar establishments and continues to
review the U.5. Supreme Court’s decigion.” The
Department also indicated that the state’s transaction
privilege (sales) tax “remains unchanged.” A timeline for
anticipated guidance was not available.




CA Mo. California has not adopted an economic nexus No. The California Department of Tax and Fee
provision_Draft legislation purportedly under consideration | Administration has indicated that it is reviewing the
by the administration of the California govermor would Suprems Court's opinicn to determine the next steps to
impose but not refroactively sales tax collection support taxpayers. The state has not established an official
responsibilities on remote sellers with more than $500,000 | imeline for issuing guidance. Draft legislation purportedly
of sales into California and on certain marketplace under consideration by the administration of the California
facilitators that meet that threshold. governaor would impose but not retroactively sales tax
collection responsibilities on remote sellers with more than
$500,000 of sales inte California and on certain
marketplace facilitators that meet that threshold.
co ‘Yes. Threshold: Over $100,000 in sales or 200 or mare e

separate transactions effective December 1, 2018

Update: 09%/14/2018 Effective December 1, 2018, retailers
are considered to have substantial nexus with Colorado if
in the previous or current calendar year, the retailers' gross
revenue from sale of tangible personal property or senvices
in-state is over $100,000 or engaged in 200 or more
separate transactions in the state.

Colorado requires all out-of-state retailers that have
substantial nexus with Colorado and are doing business in
Colorado to start collecting sales tax on December 1, 2018.
Retailers are considered to have substantial nexus if they
meet annual thresholds of over $100,000 in sales of
tangible personal property or services in the state or
engage in over 200 separate tranzactions in state in the
previous or current calendar year. Such retailers must also
obtain a state sales tax license no later than November 30,
2018. Beginning Movember 1, 2018, out-of-state retailers
can register for a Colorado sales tax license by visiting
www.Colorado goviTax/Sales-Tax-Changes. If out-of-state
retailers are not required to collect sales tax under state or
federal law, they must collect retailer's use tax on any sale
of tangible personal property for storage, use, or
consumption in Colorado.

Effective July 1, 2017, remote “non-collecting retailers”
miust give a notice to their “Colorado purchasers” with
respect to all Colorado destination sales that the Colorado
tax is due on all non-exempt purchases. This transactional
notice must be given with each purchase and must appear
on the inveice. An Annual Purchase Summary must also be
given to all Colorado purchasers by January 31 of each
year. Each retailer that does not collect Colorado sales tax
also is required to file by March 1 of each year an Annual
Customer Information Report for each purchaser with the
Department of Revenue showing the total amount paid for
Colorade purchases during the preceding calendar year. A
de minimis rule exempts from the nofice requirement those
non-collecting retailers that made total gross sales in the
prior year of less than $100,000 and reasonably expects
sales in the current year will be less than $100,000.

Update: 09/14/2018 The Colorado Department of Revenue
issued emergency regulations requiring out-of-state
retailers that have substantial nexus with Colorado and
doing business in Colorado to start collecting sales tax on
December 1, 2018, Effective December 1, 2018, retailers
are idered to have substantial nexus with Colorado if
in the previous or current calendar year, the retailers' gross
revenue from sale of tangible personal property or services
in-state is over $100,000 or engaged in 200 or more
separate transactions in the state.

Colorado reqguires all out-of-state retailers that have
substantial nexus with Colorado and are doing business in
Colorado to start collecting sales tax on December 1, 2018,
Retailers are considered to have substantial nexus if they
meet annual thresholds of over $100,000 in sales of
tangible personal property or services in the state or
engage in over 200 separate transactions in state in the
previous or current calendar year. Such retailers must also
obtain a state sales tax license no later than November 30,
2018. Beginning November 1, 2018, out-of-state retailers
can register for a Colorado sales tax license by visiting
www_Colorado goviTax/Sales-Tax-Changes. If out-of-state
retailers are not required fo collect sales tax under state or
federal law, they must collect retailer's use tax on any sale
of tangible personal property for storage, use, or
consumption in Colorado.




CcT

Yes Threshold: 200 or more retail sales and gross receipts
of at least $250,000 effective 12/01/2018 (100 retail sales
prior to 12/01/2018)Connecticut has adopted economic
nexus provisions_An out-of-state seller is a Connecticut
retailer liable for tax if the seller engages in regular or
systematic solicitation of sales of tangible personal property
in Connecticut by the display of advertisements on
billboards or other outdoor advertising, by the distribution of
catalogs, periodicals, advertising flyers or other advertising
by means of print, radio or television media, or by mail,
telegraphy, telephone, computer data base, cable, optic,
microwave, Intermnet effective December 1, 2018 or other
communication system, for the purpose of effecting retail
sales, provided the seller has made, effective December 1,
2018, 200 or more retail sales and has gross receipts of at
least $250,000 (prior to December 1, 2018, 100 or more
retail sales) in the state during the 12-month period ended
on September 30 immediately preceding the monthly or
quarterly period with respect to which the seller's tax
liability was determined.Effective December 1, 2018,
miarketplace facilitators are also retailers.

Mo.The Connecticut Department of Revenue Services has
not issued a formal guidance document but iz currently
registering businesses prior to implementation of the state's
economic nexus law, effective December 1, 2018.An out-
of-state seller is a Connecticut retailer liable for tax, if the
seller has made, effective December 1, 2018, 200 or more
retail sales and has gross receipts of at least $250,000
{prior to December 1, 2018, 100 or more retail sales) in the
state during the 12—-month period ended on September 30
immediately preceding the monthly or quartery period with
respect to which the seller's tax liability was determined.

Mo The District of Columbia has not adopted an economic
nexus provision.

Mo. The Disftrict Office of Tax and Revenue has not issued
guidance related to the recent U.S. Supreme Court
decigion South Dakota v. Wayfair.

DE

MIA

MIA

FL

Mo Mo. Florida has not adopted an economic nexus
provision.

Mo.The Florida Department of Revenue indicated that it is
"reviewing the ruling and its impact on Florida sales tax."

Yes, beginning January 1, 2019, but only as an alternative
to detailed notice and reporting requirements. Threshold:
$100,000 in retail sales or 200 or more separate
fransactions, in the previous or current calendar yearBefore
2018, Georgia does not have an economic Nexus
provisicn_Beginning January 1, 2019, out-of-state retailers
making sales outside Georgia for delivery into Georgia
whao, in the previous or current calendar year, either have
over $250,000 in gross revenue from retail sales of tangible
personal property to be delivered electronically or
physically to a locafion in Georgia, or have conducted 200
or more separate retail sales of tangible personal property
to be delivered electronically or physically to a location in
Georgia must either collect and remit tax on those sales, or
comply with detailed notice and reporting requirements.
Update: 05/03/2018 Economic nexus is applicable to all
sales made on or after January 1, 2019.

Mo. The Georgia Department of Revenue indicated that it is
reviewing the Wayfair decision.

HI

‘fes, beginning July 1, 2018 Threshold: $100,000 or more
of gross income or gross proceeds from sales of tangible
personal property delivered in Hawaii, services used or
consumed in Hawaii, or infangible property used in Hawaii,
or sales that occurred in 200 or more separate

Yes The Hawaii Department of Taxation issued an
announcement amending and superseding its prior
anncuncement and establighing that, “to aveid any
constitutional concemns,” its economic nexus provisions will
apply only on and after July 1, 2018.




transactions, in the curent or immediatety preceding
calendar year.Beginning July 1, 2018, Hawaii asserts
economic nexus against out-of-state sellers lacking
physical presence in the state and making sales into
Hawaii. The law asserts nexus against sellers, whether or
not they have a physical presence in the state, if in the
cument or immediately preceding calendar year their gross
income or gross proceeds from sales of tangible personal
property delivered in the state, services used or consumed
in the state, or intangible property used in the state is
$100,000 or more or if the sales occurred in 200 or more
separate transactions. Although the law asserts economic
nexus upoen activity for tax years beginning after December
31, 2017, the Department has advised that it will not
retroactively administer the law, and taxpayers who lacked
physical presence in Hawail prior to July 1, 2018, but who
met the threshold in 2017 or 2018, will not be required to
remit general excise tax for the period from January 1,
2018 to June 30, 2014.

Update: 07/16/2018 Hawail has enacted an economic
nexus law effective 7/1/2018.

‘Yes, beginning January 1, 2019.Threshold: $100,000 in
retail sales or 200 or more separate transactions, in the
immediately preceding or cumrent calendar year Beginning
January 1, 2019, lowa asserts economic nexus against the
following out of state retailers: (1) a retailer with gross
revenue from lowa sales equal to or exceeding $100,000
for the immediately preceding or current calendar year,; {(2)
a retailer that makes lowa sales in 200 or more separate
transactions for the immediately preceding or current
calendar year; (3) a retailer that ownes, licenses, or uses
software or data files that are installed or stored on
property used in lowa (not applicable to a retailer that has
gross revenue from lowa sales of less than $100,000 for
the immediately preceding or current calendar year), ora
retailer that uses in-state software fo make lowa sales (not
applicable to a retailer that has gross revenue from lowa
sdles of less than $100,000 for the immediately preceding
or current calendar year), or a retailer that provides, or
enters into an agreement with another person to provide, a
content distribution netwerk in lowa to facilitate, accelerate,
or enhance the delivery of the retailer's internet site to
purchasers (not applicable to a retailer that has gross
revenue from lowa sales of less than $100,000 for the
immediately preceding or curent calendar year); and (4) a
marketplace facilitator that makes or facilitates lowa sales
on its own behalf or for one or more markeiplace sellers
equal to or exceeding $100,000 or in 200 or more separate
transactions, for the immediately preceding or current
calendar year.

Update: 05/30/2018 Effective January 1, 2019, lowa adopts
an economic nexus standard.

Yes. The lowa Department of Revenue issued guidance
highlighting the law's compliance with considerations
outlined in Wayfair (sales threshold, not retroactive, SSUTA
member).




Mo ldaho has not adopted an economic nexus
provision. The State Tax Commission is studying how the
South Dakota v. Wayfair, Inc. et al., U.S. 5. Ct., Dkt. No.
17-494, 06/21/2018Dkt. Mo. 17-494, 06/21/2018 decision
affects out-of-state retailers, such as online sellers, that
make sales to ldaho citizens, and is closely watching any
actions by the U.5. Congress on this issue as well as any
developing legal issues arising from the decision.

Mo.The ldaho State Tax Commission (STC) issued a
statement that it is still studying the Wayfair decision. The
STC also indicated that it is implementing the state's new
referral agreement nexus law that goes into effect on July
1, 2018.

Yes. Threshold: $100,000 per year gross revenue or 200
separate transactions, in the preceding 12

months. Beginning October 1, 2018, Illinois law requires a
remote seller lacking a physical presence in lllincis to
collect and remit sales taxes if the seller's gross revenue
from sales into the state in the previous calendar year or
current calendar year exceeds $100,000, or the seller
made at least 200 separate transactions into the state in
the preceding 12-month pericd.

Update: D6/20/2018 |lincis has enacted an economic
nexus law effective 10/1/2015

Yes_The Illincis Department of Revenue has issued a
bulletin providing use tax guidance for remote sellers. Undil
October 1, 2018, only remote sellers that have a physical
presence in lllincis must register to collect and remit tax en
their sales to llincis purchasers. For sales made to lllincis
purchasers on or after October 1, 2018, remote sellers with
no physical presence in lllincis that meet either of the
following thresholds must register with the Department to
begin collecting and remitting llinois use tax: (1) the
retailer's cumulative gross receipts from sales of tangible
personal property to purchasers in Illincis are $100,000 or
more; or (2) the retailer enters into 200 or more separate
transacticns for the sale of tangible personal property to
purchasers in llincis. If a remote seller meets either of the
threshelds through its selling acfivities for the peried from
September 1, 2017, through August 31, 2018, the remote
seller must register with the Depariment to collect lllincis
use tax beginning October 1, 2018. If a remote seller does
not meet either of the thresholds requiring collection and
remittance beginning Octeber 1, the remote seller must
determine, on a quarterly basis, whether it is obligated to
begin collecting lllincis use tax. Thus, for each quarter
ending on the last day of March, June, September, and
December, the remote seller must examine its sales to
lincis purchasers for the immediately preceding 12-month
peried and, if the remote seller meets either threshold for
the immediately preceding 12-month peried, the remote
seller must register to collect and remit use tax for a 1-year
period.

Yes. Threshold: $100,000 or more gross revenue from
sales or 200 separate transactions, in the previous or
current calendar year.Indiana law requires a remote seller
lacking a physical presence in Indiana to collect and remit
sales taxes if the seller's gross revenue from sales into the
state in the previous calendar year or cument calendar year
exceeds $100,000, or the seller made at least 200 separate
fransactions into the state in the previous calendar year or
the current calendar year.Indiana's Department of Revenue
will begin enforcing the state's economic nexus law
beginning October 1, 2018 on a prospective bkasis, pending
the resclution of a declaratory judgment action filed in
2017. Remote sellers are not obligated to register or collect
Indiana sales tax until the declaratory judgment is resolved.

Yes. The Indiana Depariment of Revenue issued a
statement that it will begin enforcing the state's economic
nexus law on October 1, 2018, on a prospective basis. The
Department noted that the law remains subject to pending
litigation. Indiana has instituted a voluntary disclosure
initiative tailored to retailers with inventory in third-party
warehouses in the state who sell to Indiana customers. The
program is in effect until December 31, 2018.




Remote sellers are not obligated to register or collect

Indiana sales tax until the declaratory judgment is resolved.

K5 Mo. Kansas has not adopted an economic nexus provision. | Mo. The Kansas Department of Revenue issued a
statement that it is analyzing the Supreme Court's opinion
‘in the context of how it fits with current state tax law and
other regulations.”

KY ‘Yes Threshold: 200 transactions or gross receipts exceed | Yes. The Kentucky Department of Revenue issued
$100,000 Effective July 1, 2018, Kentucky has adopted an | guidance providing that remote sellers must register and
economic nexus provision.Effective July 1, 2018, remote beqgin sales and use tax collections under the new
sellers selling tangible personal property or digital property | economic nexus requirements by October 1, 2018 Effective
deliverad or transferred electronically to a purchaser in July 1, 2018, the nexus standards adopted by Kentucky are
Kentucky must collect sales tax, if the remote seller had the same thresholds at issue in the Wayfair case: sales
200 or more separate transactions in the state or their threshold of 200 transactions or gross receipts in excess of
gross receipts exceeded $100,000 in the previous or $100,000 in the previous or current calendar years and
cumrent calendar years. S5UTA membership.

L& ‘Yes (contingent) Threshold: $100,000 in gross revenue or | Yes.The Louisiana Sales and Use Tax Commission for
200 separate transactions, during the previous or cumrent Remote Sellers issued guidance establishing its position
calendar year.Louisiana has adopted a contingent that the state's economic nexus law meets the substantial
economic nexus provision that applies to all tax periods nexus requirements of the Commerce Clause. The
beginning on or after the date of a final ruling by the U.S. Commission acknowledged that Louigiana is not a member
Supreme Court in South Daketa v. Wayfair Ing, finding of SSUTA, but said it will implement procedures that mest
South Dakota's economic nexus law constitutional. For Commerce Clause standards and do not unduly burden
those tax periods, the law would define “dealer” to include | remote sellers. The state will not enforce the legislation for
an out-of-state seller who sells for delivery into Louisiana tax periods before January 1, 2019,
tangible personal property, products transferred
electronically, or services, and who does not have a
physical presence in Louisiana, if during the previous or
cumrent calendar year either the seller's gross revenue for
those sales delivered to Louisiana exceeded $100,000 or
occurred in 200 or more separate transactions. The law
allows sellers without a physical presence in Louisiana to
voluntarily register for and collect state and local sales
taxes as a dealer, even if their sales do not meet these
criteria. The state will not enforce the legislation for tax
periods before January 1, 2019.

Update: 08/24/2018 Louisiana adopts economic nexus
contingent on Wayfair decision; however, the state will not
enforce the legislation for tax periods before January 1,
2019.
M ‘es. Threshold: More than $500,000 in sales and 100 or Yes. The Massachusetts Department of Revenue issued a

more separate fransactions, within the preceding calendar
‘y%ar.By regulation, the Massachusetts Department of
Rewvenue asserts jurisdiction to impose sales and use tax
collection duties on an out-of-state “intermnet vendor™ that,
within the preceding calendar year, made more than
$300,000 in Massachusetts sales and made sales for
delivery into the state in 100 or more transactions. The
Department does not characterize its approach as
economic nexus, instead taking the position that cookies

statement that itz cockie and app nexus policy regulation
“continues to apply and is not impacted by the Supreme
Court's decision.” The Department is enforcing the
regulation for all tax periods after its effective date of
October 1, 2017 both prior to and subsequent to the
Wayfair decision date.




and apps in the state establish physical presence for an
out-of-state seller.

MD Yes_ A person engages in the business of an out-of-state Yes The Maryland General A bly's Joint C ittee on
vendor if the person sells tangible personal property or Adminisirative, Executive, and Legislative Review
taxable services for delivery in Maryland, if, during the approved and the Maniand Comptroller's Office adopted
previous calendar year or the current calendar year, the emergency regulations (effective 10/01/2018 and expiring
person satisfies either of the following criteria: (1) the: 03/3W2019) conceming sales and use tax collection
person's gross revenue from the sale of tangible personal | requirements applicable to remote sellers. A person
property or taxable services delivered in Maryland exceeds | engages in the business of an out-of-state vendor if the
$100,000; or (2) the person sold tangible personal property | person sells tangible personal property or taxable services
or taxable services for delivery into Maryland in 200 or for delivery in Maryland, if, during the previous calendar
more separate transactions. The Maryland Comptroller's year or the current calendar year, the person satisfies
Office has stated that it does not want a delayed response | either of the following criteria: (1) the person's gross
to the South Dakota v. Wayfair, Inc. etal., U.S. 5. Ct, Dkt. | revenue from the sale of tangible personal property or
Mo. 17-494, 06/21/201 80kt No. 17-494, 062172018 taxable services delivered in Maryland exceeds $100,000;
decision to have a negafive impact on Maryland's sales or (2) the person sold tangible perscnal property or taxable
and use tax receipts and, therefore, emergency regulations | services for delivery into Maryland im 200 or more separate
were adopted to begin the collection of sales tax from out- | transactions. The Comptroller's Office has stated that it
of-state sellers.|f vendors have not been collecting and does not want a delayed response to the Wayfair decision
remitting Maryland sales tax, vendors are reminded that to have a negative impact on Manyland's sales and use tax
Maryland imposes sales tax collection requirements as receipts and, therefore, the emergency regulations are
broadly as is permitted under the U.S. Constitution. adopted to begin the collection of sales tax from out-of-
Therefore, vendors must review and analyze the WayTair state sellers_Also, the Comptroller's Office issued alerts
decigion to identify as to how it affects them. adviging vendors who are already collecting and remitting

sales tax to Maryland, either directly or through third
parties, to continue collecting and remitting sales tax. If
vendors have not been collecting and remitting Maryland
sales tax, vendors are reminded that Maryland imposes
sales tax collection requirements as broadly as is permitied
under the U.5S. Constitution. Therefore, vendors must
review and analyze the Wayfair decision to identify as to
how it affects them. Vendors who want to begin collecting
and remitting now must register for and obtain a sales and
use tax license by completing a Combined Registration
Application. The Comptroller's Office will provide additional
guidance as further developments occur in the Wayfair
proceedings.

ME Yes. Threshold: $100,000 or more gross revenue from Yes. Maine Revenue Services issued a statement that it
sales or 200 separate transactions, in the previous or will begin enforcing the requirement that a remote seller
current calendar year Maine requires a remote seller to collect and remit Maine sales and use tax on sales into the:
collect and remit Maine sales and use tax on sales into the | state if the seller's gross revenue from the sales in the
state if the seller's gross revenue from the sales in the previous calendar year or current calendar year exceeds
previous calendar year or current calendar year exceeds $100,000, or the seller made at least 200 separate
$100,000, or the seller made at least 200 separate transactions in the previous calendar year or the cument
fransacticns in the previous calendar year or the cument calendar year. This reguirement will be enforeed for sales
calendar year. This requirement will be enforced for sales | occurring on or after July 1, 2018.
occurring on or after July 1, 2018.

Ml Yes Michigan has adopted an economic nexus Yes Effective October 1, 2018, Michigan requires remote

provision_Threshold: Cver $100,000 in retail sales Effective
October 1, 2018, Michigan requires remote sellers with

sellers with sales exceeding $100,000 to, or 200 or more
transactions with, Michigan purchasers in the previous




sales exceeding $100,000 to, or 200 or more transactions
with, Michigan purchasers in the previous calendar year to
collect and remit sales tax The first payments will be due
on Movember 20, 2018.

calendar year to collect and remit sales tax. The first
payments will be due on November 20, 2018.The Michigan
Depariment of Treasury will waive failure to file and
deficiency penalties for returns and payments due prior to
December 31, 2018, so long as the taxpayer incurring
those penalties has nexus solely due to Michigan Revenue
Administrative Bulletin Mo. 2018-16, 08/01/2018 and
Wayfair; interest will not be waived.

MM

Yes Minnesota has adopted an economic nexus provision
but has adopted a marketplace sales tax law.Effective
October 1, 2018, making sales through an intemet
marketplace provider, or through any other third party
“maintaining a place of business” in the state, will create
Minnesota nexus for an out-of-state retailer. Threshold:
$10,000 in sales Marketplace providers must register and
begin collecting Minnesota sales tax on behalf of remote
sellers using their marketplace no later than October 1,
2018.A “retailer maintaining a place of business in the
state” includes having a marketplace provider or other third
party operating in Minnescota under the retailer's authority
to facilitate or process sales in the state. The law also
extends sales tax collection duties to marketplace providers
miaintaining a place of business in the state. The law
defines a “marketplace provider” to mean any person:
facilitating a sale of taxable tangible personal property,
services, or digital goods by a retailer through a listing or
advertisement for sale; and collecting payment from the
customer and transmitting that payment to the retailer,
regardless of whether the marketplace provider receives
compensation or other consideration in exchange for its
senvices. An exception applies for a retailer making less
than $10,000 in sales during the 12 months ending on the
last day of the most recent calendar quarter, if the retailer is
miaintaining a place of business in the state solely because
it made sales through one or more marketplace providers.

Yes.The Minnesota Department of Revenue has issued
guidance indicating that, effective October 1, 2018, the
Department relies on the broad language of the state's
nexus law to assert economic nexus against remote
sellers. Also effective October 1, 2018, the Department will
enforce a law requiring marketplace providers to register
and begin collecting sales tax on behalf of remote sellers
using their marketplace, subject to certain exceptions.

Mo_Missouri has not adepted an economic nexus provision.

Mo.The Missouri Depariment of Revenue has not issued
guidance related to the recent U.S. Supreme Court
decision South Dakaota v. WayTair.

‘Yes_Threshold: Sales exceeding $250,000 in the prior 12
mionths. By regulation, the Mississippi Department of
Revenue asserts “substantial economic presence” against
sellers that lack physical presence nexus in Mississippi but
are purposefully or systematically exploiting the Mississippi
market, if their sales into the state exceed $250,000 in the
prior 12 menths. The total measure of sales includes all
sales into Mississippi, both wholesale sales and those that
are taxable under Mississippi sales and use tax statutes, as
well as any sales that are subject to a Mississippi statutory
exemption.Online sellers may begin collection of
Mississippi use tax for sales made on or after September 1,

Wes. The Mississippi Depariment of Revenue has issued
sales and use tax guidance for online sellers. By regulation
effective December 1, 2017, the Mississippi asserts
“substantial economic presence” against sellers that lack
physical presence nexus in Mississippi but are purposefully
or systematically exploiting the Mississippi market, if their
sales into the state exceed $250,000 in the prior 12
months. The Depariment was not actively enforcing this
rule prier to the Wayfair decision. However, the Department
will now allow online sellers to begin collection of
Mississippi use tax for sales made on or after September 1,
2018 when such sellers register to collect Mississippi tax by




2018 when such sellers register to collect Mississippi tax by
August 31, 2018. Remote sellers with annual Mississippi
sales in excess of the $250,000 small seller exception
should register for a Mississippi Use Tax Account and
begin collecting tax no later than September 1, 2018.

August 31, 2018. Remote sellers with annual Mississippi
sales in excess of the $250,000 small seller exception
should register for a Mississippi Use Tax Account and
begin collecting tax no later than September 1, 2018. The
total measure of sales should include all sales into
Mississippi, meaning wholesale sales and those that are
taxable under Mississippi sales and use tax statutes, as
well as any sales that are subject to a Mississippi statutory
exemption.

MT Montana does not impose general sales-use taxes. Yes_The Montana Department of Revenue has stated that
the Wayfair decision does not affect Montanans purchasing
goods or services online because Montana does not have
a general sales tax. The Department also stated that
Montana businesses selling online products to buyers in a
state that requires online retailers to collect sales tax will
need to collect and pay those sales taxes. The Department
advises online retailers to seek competent legal advice on
how to proceed with collecting and remitting sales tax for
sales to other states.

MNC Yes Threshold: 200 transactions or gross receipts exceed | Yes.The North Carolina Department of Revenue issued
$100,000 Morth Carolina has adopted an economic nexus | guidance that it will apply the Supreme Court's ruling in the
provision.Effective November 1, 2018 or 60 days after a Wayfair decision on a prospective basis for remote sellers
remote seller meets the threshold, whichever is later, the that do not have a physical presence in North Carolina it
Morth Carglina Department requires all remote sellers the remote sellers are not registered to collect and remit
having gross sales in excess of $100,000 sourced to North | MNorth Carclina sales and use tax. The Depariment requires
Carolina or 200 or more separate transactions sourced to | all remote sellers having gross sales in excess of $100,000
Morth Carglina in the previous or current calendar year to sourced to North Carolina or 200 or more separate
register, collect, and remit sales and use tax to Morth transactions sourced to Morth Carclina in the previous or
Carclina, Remote sellers may voluntarily begin collecting cument calendar year {“Threshold™) to register, collect, and
and remitting sales and use tax any time prior to November | remit sales and use tax to North Carclina, effective
1, 2018. November 1, 2018 cr 60 days after a remote seller meets

the Thresheold, whichever is later. Remote sellers may
voluntarily begin collecting and remitting sales and use tax
any time prior to Movember 1, 2018.

ND Yes Threshold: $100,000 or 200 separate MNo.MNorth Dakota does not impose a sales and use tax

fransactionsEffective Date: October 1, 2018 reporting requirements on marketplace facilitators.North
Dakota's Tax Commissioner issued guidance indicating its
contingent economic nexus law will take effect on October
1, 2018, and providing links to resources, including
answers to frequently asked questions.

ME Yes. Nebraska has adopted an economic nexus policy. ‘Yes The Nebraska Department of Revenue issued a

statement informing remote sellers affected by the Wayfair
decision that they must obtain a sales tax permit on or
before January 1, 2019, and to begin collecting and
remitting sales tax on sales made to in-state customers by
that date. The Depariment stated it will not, however,
assert economic nexus retroactively. “Depending on the
final outcome of the Wayfair litigation—which remains
pending in South Dakota—the Department may seek
legislation in the 2019 legislative session.” The Depariment




also added a "South Dakota v. Wayfair, Inc. Collection of
Sales Tax by Remote Sellers” FACQs page to itz website.

NH MIA MIA

NJ Yes._ Effective on and after Movember 1, 2018, a remote ‘Yes. Effective on and after Movember 1, 2018, a remote
seller that makes taxable retail sales for delivery to a seller that makes taxable retail sales for delivery to a
location in Mew Jersey must register, collect, and remit lecation in Mew Jersey must register, eollect, and remit
Mew Jersey sales tax if the remote seller meets either of New Jersey sales tax if the remote seller meets either of
the following criteria: (1) the remiote seller's gross revenue | the following criteria: (1) the remote seller's gross revenue
from delivery of tangible personal property, specified digital | from delivery of tangible personal property, specified digital
products, or services imto Mew Jersey during the cument or | products, or services into New Jersey during the current or
prior calendar year, exceeds $100,000; or (2) the remote prior calendar year, exceads $100,000; or (2) the remote
seller sold tangible perscnal property, specified digital seller sold tangible perscnal property, specified digital
products, or services for delivery into New Jersey in 200 or | products, or services for delivery into New Jersey in 200 or
more separate transacticns during the current or pricr more separate transacticns during the current or prior
calendar year. calendar year.

MM Mo New Mexico has not adepted an economic nexus MNo.The Mew Mexico Taxation and Revenue Department

Provision. issued a statement that "Our team of economists,
attormneys, and tax experts are reviewing the nuling to
determine the potential implications for New Mexico.”

NV Mo Nevada has not adopted an economic nexus provisicn. |Yes The Nevada Depariment of Taxation has issued a
regulation establishing thresholds for when a remote seller
required to collect and remit sales tax. Under the
thresholds, effective October 1, 2018, businesses will be
required to register to collect and remit sales tax if the
gross revenue of retail sales into Nevada in the prior or
curent year is greater than $100,000 or the business
conducts 200 or more retail sales into the state. The
Department will assert economic nexus only prospectively.

Ny Mo. New Yaork has not adopted an economic nexus Mo.The New York State Department of Taxation and

Provision. Finance indicated shortly after the Wayfair holding that it
was reviewing the decision. In response to our more recent
inguiry concemning the historical sales and volume
threshelds (more than $300,000 and more than 100 sales)
set forth in a longstanding provision of the Mew York Tax
Law that asserts nexus based on regular and systematic
solicitation, the Deputy Counsel stated that the Depariment
is “sfill studying the Wayfair decision.”

OoH Yes.Ohio law asserts that nexus arises for a remote seller | Mo. Communications Director Gary Gudmundson of the

that uses in-state software to sell or lease taxable tangible
personal property or services to customers if the seller has
gross receipts exceeding $500,000 in the current or
preceding calendar year from sales of taxable tangible
personal property or sales of senvices the benefit of which
is realized in-state. The state also asseris nexus against a
seller meeting the gross receipts threshold that provides or
enters into an agreement with another person to provide a
content distribution network in Chio to accelerate or
enhance delivery of the seller's web site to consumers.

Chio Department of Taxation made the fellowing
statement: “Today's decision does not have an immediate,
direct impact on Ohio. The Court ruled on the laws in
another state; not on Chio's tax laws.”




However, the Department frames these contacts as
physical presence.

OK Yes, but only as an alternative to detailed notice and Yes. The Oklahoma Tax Commission issued a statement

reporting requirements. nofing that Oklahoma law "offers out-of-state retailers the
opfion of collecting and remitting sales tax in Oklahoma or
providing the state with a list of its Oklahoma customers'
names and sales totals.” Notice and reporting policy have
been enacted by law, for remote sellers, marketplace
facilitators, and referrers, with an altemative collection
election.

OR M i 1

PA Yes, but only as alternative to detailed notice and reporting | No.The Pennsylvania Department of Revenue issued a
requirements. Pennsylvania law requires remote sellers, statement that it is reviewing the Supreme Court's decision
marketplace facilitators, and referrers with aggregate retail | and anticipates “providing further comment at a later date.”
sales of at least $10,000 of tangible personal property The Department noted its existing marketplace sales law
delivered in Pennsylvania in the prior calendar year to file scheme.
an election, before March 1, 2018, either to collect and
remit sales tax or to comply with detailed notice and
reporting requirements.

RI Yes, but only as alternative to detailed notice and reporting | Yes. The Rhode Island Division of Taxation issued
requirements. Threshold: $100,000 or 200 separate statements that the obligations of non-collecting retailers
transactionsRhode Island law reguires a non-collecting (including remote sellers) under Rhede Island's 2017 law
retailer either to register and collect and remit sales tax or | are not affected by Wayfair. If the Rhode Island legislature
comply with the detailed netice and reporting requirements | entertains any amendments in response to Wayfair to
if, in the preceding calendar year, it had: $100,000 in gross | make collection and remittance of sales tax mandatory, the
revenue from the sale of taxable goods/services deliverad | process will be fransparent and provide stakeholders an
in Rhode Island; or 200 or more transactions of taxable opportunity to participate. Meanwhile, noncollecting
goods/services delivered in Rhode lsland. Rhode lsland’s | retailers must comply with current law.
nofice and reporting requirements also apply to referrers
and retail sale facilitators.

sC Yes Threshold: Over $100,000 in sales of tangible personal | Yes. The Depariment of Revenue has issued Revenue
property, products transferred electronically, and services | Ruling 18-14, D9/18/2018, which provides that a remote
delivered into the state A remote seller whose gross seller whose gross revenue from sales of tangible personal
revenue from sales of tangible personal property, products | property, products transferred electronically, and services
transferred electronically, and services delivered into South | delivered into Sowth Carolina exceeds $100,000 in the
Carolina exceeds $100,000 in the previous calendar year previous calendar year or the current calendar year has
or the cumrent calendar year has economic nexus with economic nexus with South Carclina and is responsible for
South Carolina and is responsible for obtaining a retail obtaining a retail license and remitting South Carclina sales
license and remitting South Carolina sales and use tax and use tax beginning November 1. 2018.
beginning Movember 1. 2018.

sD Yes South Dakota law requires an out-of-state seller to MNo. South Dakota legislation removed the imposition of an

collect sales tax from South Dakota customers if the
seller's gross revenue from taxable sales (of tangible
personal property, products transferred electronically, or
services) delivered in South Daketa exceeds $100,000, or
if the seller makes more than 200 deliveries of these sales
in South Dakota annually.On June 21, 2018, the U.5.
Supreme Court issued a decision in South Dakota v_
Wayfair, overtuming the physical presence standard

injunction against the collection of sales tax on remote
sales. Sellers who meet the reguired thresholds must
obtain a South Dakota sales tax license and pay applicable
sales tax. Beginning Movember 1, 2018, the law allows
South Dakota to enforce sales tax collections from remote
sellers that have $100,000 in sales or services for delivery
inte South Dakota in 200 or more separate transactions.




espoused in Quill v. North Daketa and Mational Bellas Hess
v. Department of Revenue of lll. The United States
Supreme Court decision permits South Dakota fo collect
sales tax from remote sellers.

T™H Yes. By regulation (Rule 129), the Tennessee Department | Mo.The Tennessee Department of Revenue issued a
of Revenue asserts economic nexus against out-of-state statement applauding the U.S. Supreme Court's decision
dealers that engage in regular or systematic sclicitation of | and saying that it is "currently reviewing the Court's
consumers in Tennessee through any means and make decision and are considering next steps and what this
sales exceeding $500,000 to consumers in the state during | means for Tennessee.” (Email on file with Thomson
the previous 12-month period. However, the Depariment Reuters Tax and Accounting.) The Department had
has announced that Rule 129 will not be enforced until its | previously imposed a regulation requiring collection by
legality is determined and the rule is also subject to remote sellers but the legislature responded with a
legislative approval. requirement that the regulation could not be implemented

until it was approved by the legislature.

TX Mo.Texas has not adopted an economic nexus Yes. The Texas Comptroller issued suggestions to the
provision.The comptroller intends to implement the Texas Legislature that would enable asserfions of
principles from the South Dakota v. Wayfair, Inc. et al., U.S. | economic nexus while ensuring Texas does not place
5. Ct., Dkt. No. 17-494, D6/21/2018Dkt. No. 17494, “undue burdens on remote sellers.” In a prior release, the
06#21/2018 decision with ample input from the public, the | comptroller indicated that early 2019 is the target effective
Texas Legislature, and the business community. There will | date for rule amendments, but that the date could change.
be no refroactive application of the new law to remote
sellers that have no physical presence in Texas. In order to
avoid imposing an undue burden cn interstate commerce,
the state will likely relieve some out-of-state sellers from
collection responsibilities.

uT ‘Yes_Threshold: $100,000 in sales or 200 transactions into | No.Utah enacted legislation during a second special
the state per year Effective January 1, 2019, Utah has session (L. 2018, S2001), effective 01/01/2019, that is
adopted an economic nexus provision that requires remote | consistent with the thresholds for economic nexus set forth
sellers with more than $100,000 in sales or 200 in Wayfair.Guidance from the State Tax Commission is
transacticns into the state per year to collect and remit expected in the near future_ The Commission noted that it
sales taxes. has voluntary compliance agreements with many out-of-

state companies lacking a physical presence in Utah_

WA Mo. Virginia has not adopted an economic nexus provision. | Mo. The Virginia Department of Taxation indicated that it "is
curently analyzing the opinion” and "will assess what it
means for Virginia and our taxpayers, and will determine
our next steps.”

VT ‘Yes. Threshold: At least $100,000 in sales or at least 200 Yes.The Vermont Department of Taxes indicated that the

individual sales transactions during any 12-manth period
preceding the monthly tax period for determining sales and
use tax liability. Vermont imposes tax collection duties on
vendors of taxable tangible personal property, services, or
specified digital products. Effective July 1, 2018, vendor
includes a person making sales of tangible personal
property from out-of-state to a destination in Vermont and
not maintaining a place of business or other physical
presence in Vermont that: (1) engages in regular,
systematic, or seasonal solicitation of sales of tangible
personal property in Yermont through (a) displaying
advertisements in Vermont, (b} distributing catalogues,

Supreme Court's decision allowed the state's contingent
economic nexus law to take effect and that "out-of-state
vendors are now required to register with the State of
‘Vermont and collect and remit sales tax beginning July 1,
2018, if have made either made sales from outside
Vermont to destinations within Yermont of at least
$100,000, or totaling at least 200 individual sales
transactions, during any 12-month period preceding the
monthly period.




periodicals, advertising flyers, or other advertizsing by
mieans of print, radio, or television media, or (c) mail,
intemet, telephone, computer database, cable, oplic,
cellular, or other communication systems, for the purpose
of effecting sales of tangible personal property; and (2) has
made sales from outside Yermont to destinations within
‘Yermont of at least $100,000, or totaling at least 200
individual sales transactions, during any 12-month period
preceding the monthly tax period for determining sales and
use tax liability.

WA

Yes, but only as altemnative to detailed nofice and reperting
requirements. Threshold: For remote sellers and
marketplace facilitator, at least $10,000 in gross receipts
from sales in the current or immediately preceding calendar
year, referrers, $267,000 in gross income in the current or
immediately preceding calendar year Washington law
requires remote sellers, referrers, and marketplace
facilitators meeting gross receipts thresholds either to elect
to collect and remit sales and use tax or to comply with the
detailed notice and reporiing requirements. The
requirements apply to remaote sellers and marketplace
facilitators having at least $10,000 in gross receipts from
sales sourced to Washington in the current or immediately
preceding calendar year, and to refemers having at least
$267,000 in gross income received from the referral
sarvices in the current or immediately preceding calendar
year. Through January 1, 2020, exceptions apply for gross
receipts from retail sales of certain digital products and
digital codes. In addition, pursuant to the decision in
Wayfair, the Department of Revenue has anncunced that,
effective October 1, 2018, remote businesses that make
$100,000 in retail sales to or 200 annual transactions with
‘Washington consumers in the cument or immediately
preceding tax year are required to register with the
Department of Revenue and to collect and remit sales and
use tax.

MNo.The Washington Depariment of Revenue indicated that
it is reviewing the Supreme Court's ruling and "its impact on
our curent marketplace faimess laws. We do not believe
that legislative action is needed based on RCW 82.32.733
and RCW 82.08.0254, but are still determining our opticns.
As s00n as a decision is made on any changes, we will
post information about those changes on our Marketplace
Faimess web pages."Pursuant to the decision in Wayfair,
the Department of Revenue has anncunced that, effective
QOctober 1, 2018, remote businesses that make $100,000 in
retail sales to or 200 annual fransactions with Washington
consumers in the current or immediately preceding tax year
are required to register with the Department of Revenue
and to collect and remit sales and use tax.

Wi

Yes Threshold: Over $100,000 in sales or over 200
separate fransactions. Beginning October 1, 2018, all out-
of-state sellers that have no physical presence in
Wiscensin (remote sellers) are required to be registered to
collect and remit Wisconsin sales or use tax on taxable
sales in Wisconsin if they meet an annual threshold of over
$100,000 in sales or engage in over 200 separate
transactions.

Update: 07/15/2018 Before the Wayfair decision,
Wisconsin did not have an economic nexus provision.

Yes. The Wisconsin Depariment of Revenue announced
that it will assert economic nexus beginning October 1,
2018, “consgistent with existing Wisconsin statutes, which
require all sellers to collect sales or use tax unless limited
by federal law.” The Department will adopt an
administrative rule establishing the economic nexus
standards, which will be congistent with collection
thresholds set forth in Wayfair.

Yes. Threshold: more than $100,000 of sales or 200 or

miore separate transactions during the preceding calendar
year.Pursuant to Administrative Motice 2018-18, beginning
January 1, 2019, any out-of-state vendor who as of July 1,

Yes. Pursuant to Administrative Motice 2018-18, beginning
January 1, 2019, any out-of-state vendor who as of July 1,
2018, iz not required to collect and remit West Virginia

state and municipal sales and use taxes, either because it




2018, is not required to collect and remit West Virginia
state and municipal sales and use taxes, either because it
does not have physical presence in West Virginia or it has
not voluntanly agreed to collect and remit the tax, who
either (i} delivers more than $100,000 of goods or services
into West \irginia or {ii) engages in 200 or more separate
transactions for the delivery of goods and services into
West Virnginia, during calendar year 2018, will be required
to collect and remit West Virginia state and municipal sales
and use taxes on all sales made on and after January 1,
2019, that are delivered into West Virginia. This new
collection reguirement applies to out-of-state vendors that
currently do not collect West Virginia state and municipal
sales and use taxes but meet either the $100,000 thresheold
or the 200 transactions threshold, during calendar year
2018. Vendor responsibility for collection and remittance of
these taxes will be determined annually each year
thereafter. This new collection requirement will be imposed
for a given calendar year based on the vendor's attainment
of either of the stated thresholds in the immediately
preceding calendar year.

Update: 10/11/2018 Previousty, West Virginia had not
adopted an economic Nexus provision.

does not have physical presence in West Virginia or it has
naot voluntarily agreed to collect and remit the tax, who
either (i} delivers more than $100,000 of goods or services
into West \irginia or (i) engages in 200 or more separate
transactions for the delivery of goods and services into
West Virginia, during calendar year 2018, will be required
to collect and remit West Virginia state and municipal sales
and use taxes on all sales made on and after January 1,
2019, that are defivered into Wesat Virginia. This new
collection requirement applies to out-of-state vendors that
currently do not collect West Virginia state and municipal
sales and use taxes but meet either the $100,000 thresheold
or the 200 transactions threshold, during calendar year
2018. Vendor responsibility for collection and remittance of
these taxes will be determined annually each year
thereafter. This new collection requirement will be imposed
for a given calendar year based on the vendor's attainment
of either of the stated thresholds in the immediately
preceding calendar year.In connection with economic
nexus rules set forth in Administrative Notice 2018-18, the
West Virginia State Tax Department alzso has issued
guidance that discusses those rules and asks and answers
21 questions about them.

Update: 101172018 Previously, West Virginia had not
issued any guidance relating to Wayfair.

YWes Threshold: Over $100,000 in sales or over 200 sales
transactions in the current or preceding calendar year.
Wyoming asserts economic nexus against an out-of-state
seller that, in the current or preceding calendar year:
miakes more than $100,000 in sales of tangible personal
property, admissions, or services, or engages in more than
200 =sales transactions of this nature.

Mo . The Wyoming Department of Revenue issued a
statement that it is "currently reviewing the Supreme
Court's decision to determine how this will apply to our
Statutes and our ability to require collection.” The
Department highlighted the law's compliance with
considerations outlined in Wayfair (sales threshold, not
retroactive, SSUTA member).




