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The current state of 
commerce



The state of commerce:
Ecommerce and in-store sales

2022

$251B
U.S. ecommerce sales 
during Q3 of 2022.
Up 10.8% from 2021*

2.7%
Global economic 
growth prediction for 
2023. Down from 3.2% 
in 2022**

20.6%
Of al l  dol lars spent on 
retai l  purchases came 
from online orders in
Q3 of 2022*

$1.22T
Total retai l  sales 
through al l  channels in 
Q3 of 2022
Up 7.7% from 2021* 

*Digital Commerce 360, Nov. 2022  **IMF, Oct. 2022

https://www.digitalcommerce360.com/article/quarterly-online-sales/
https://www.imf.org/en/Publications/WEO/Issues/2022/10/11/world-economic-outlook-october-2022


Inflation and supply 
chain issues



- As prices increase, so do state 
tax revenues. 

- Inflation coupled with post-
pandemic activity have led to 
lower tax revenue due to 
consumption of non-taxable 
services.

- Some states tweaked tax 
holidays and reduced gas 
taxes to ease burden on 
consumers.

Inflation over the last 12 
months*:
- Food prices increased 

10.9% 

- Energy prices increased 
17.6%

- Medical care prices 
increased 5% 

- Household furnishings and 
operations prices 
increased 8.4%

- New vehicle prices 
increased 8.4%

Inflation and sales tax

Source: U.S. Bureau of Labor Statistics, Nov. 2022

https://www.bls.gov/opub/ted/2022/consumer-prices-up-7-7-percent-over-year-ended-october-2022.htm


SAP survey results from senior business decision-makers

Source: SAP, October 2022

https://news.sap.com/2022/10/us-supply-chains-in-2023-new-research-forecast/


Heightened demand, staffing shortages, factory 
closures, and clogged ports have left businesses 
scrambling.

The impact on tax obligations:
New products: Are they taxable or exempt? If taxable, 
what rate?

New suppliers: Are all resale/exemption certificates valid 
and up to date? 

More drop shipping: What certificates are required or 
who’s liable for any tax due? 

More refunds: Do sales and use tax returns need to        
be amended? 
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Impact of supply chain issues on 
tax compliance



The latest on 
economic nexus



P U L S E  C H E C K  O N  E C O N O M I C  N E X U S  

Economic nexus allows 
states to impose sales tax 
on remote sellers.

Home-rule local tax 
requirements
for remote sellers are evolving. 

All 45 states 
with a state sales tax, plus 
District of Columbia and 
Puerto Rico have enacted 
economic nexus laws.
Thresholds vary state-by-state.

88% of businesses
said the Wayfair decision impacted how 
their company conducts business.*

*Based on a May 2022 survey conducted by NetReflector/Potentiate for Avalara



Economic nexus thresholds by state

Use our free sales tax risk assessment to determine where you have nexus.

Connecticut’s threshold is gross receipts of 
$100,000 and 200 retail transactions 

New York’s threshold is $500,000 and 100 
transactions 

* Missouri effective January 1, 2023
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https://www.avalara.com/us/en/learn/nexus/nexus-risk-assessment.html
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Gross sales, including sales made through a marketplace

Gross sales, excluding sales made through a marketplace

Retail sales, including sales made through a marketplace

Retail sales, excluding sales made through a marketplace

Taxable sales, excluding sales made through a marketplace

Not defined / No sales tax

What’s included in economic nexus thresholds?*

HI

*Based on information provided by Sales Tax Institute

+

+ Effective January 1, 2023

https://www.salestaxinstitute.com/


State level administration of local 
sales and use taxes
Rate simplification
• One general state rate per state, 

with a second rate (which could be 
zero) on food and drugs

• One single local rate per jurisdiction

No caps and thresholds
Uniform treatment of sales tax 
holidays
Uniform drop-shipping rules
Simplified electronic tax returns

Why use a Certified 
Service Provider

✓ Free registration in 24 states

✓ Free rate-calculation for each 
transactions

✓ Free filing

✓ Audit protection

✓ Uniform definitions and rules

STREAMLINED SALES  TAX

A simpler sales tax system



Some states enforce economic nexus at 
the local level, requiring remote 
businesses to register/collect with local 
taxing authorities. 

Local tax rates vary by jurisdiction, 
making compliance complicated. 

Alabama allows remote sellers to collect, 
remit, and report a Simplified Sellers Use 
Tax (SSUT) on all sales into the state.

Efforts underway in Louisiana to 
streamline local tax collection among its 
64 taxing jurisdictions. 

Colorado is trying to ease the burden on 
remote sellers by urging municipalities not 
to adopt economic nexus at local level.

Home-rule local 
economic nexus battles



Marketplace complexity



M A R K E T P L A C E  F A C I L I T A T O R  L A W S

The responsibility to 
collect and remit sales 
tax lies with facilitators

45 states, plus Washington, D.C., 
Puerto Rico, and some localities in 
Alaska have adopted marketplace 
facilitator laws.

*

States with marketplace 
facilitator laws These laws require marketplace 

facilitators to collect and remit 
sales tax on behalf of their third-
party sellers.

States are refining marketplace 
facilitator laws to include food 
delivery, lodging, etc. 

*Missouri effective January 1, 2023



State-specific updates



On July 1, 2022, a new retail 
delivery fee took effect in 
Colorado, requiring registered 
retailers to collect a $0.27 fee 
every time they deliver goods 
to a Colorado address. 

On January 1, 2023, Missouri
will become the last state to 
enact remote seller 
requirements.

Other noteworthy 
tax updates



Kansas
Tax on food and food 

ingredients gradually drops 
starting January 1, 2023, 

until fully exempt effective 
January 1, 2025.

Kentucky
Kentucky sales tax will apply 

to approximately 35 new 
services, including:

• Certain labor and repair services
• Household moving services
• Website hosting services
• Body modification services

• Some cosmetic surgery services

Other state-specific taxability updates beginning 
January 1, 2023



Taxation on digital advertising and 
the metaverse



Digital advertising tax

Maryland was the first state in the U.S. to tax 
digital advertising services. 
• Taxed annual gross revenues derived from 

digital advertising services in Maryland by 
businesses with at least $100 million in global 
annual gross revenues.

Lawsuits alleged the tax violated the 
Commerce Clause, the Due Process 
Clause, the Internet Tax Freedom Act (ITFA), 
and even the First Amendment.

As of October 12, 2022, a circuit court judge 
struck down the digital advertising tax as 
unconstitutional.
• A federal court decision is still pending.

*Source: The Daily Record, Oct. 2022

https://thedailyrecord.com/2022/10/17/judge-strikes-down-md-s-digital-advertising-tax-as-unconstitutional/


States have yet to define positions on 
NFTs. Is it a digital code, product, or 
service?

Pennsylvania added NFTs to its list of 
digital products subject to sales tax in 
May 2022.

Washington state issued interim 
guidance in July 2022 on the taxability 
of transactions involving NFTs. It 
generally considers them taxable.

In Minnesota and Wisconsin, NFTs are 
taxable only when the underlying 
goods and services are.

THE FUTURE OF DIGITAL TRANSACTIONS

Non-fungible tokens may 
be subject to sales tax



Metaverse: A 
virtual-reality 
space in which 
users can interact 
with a computer-
generated 
environment and 
other users.

-- Source: Oxford Languages

The metaverse is projected to 
generate $2.6 trillion by 2030.*

Which taxing authority has 
jurisdiction over transactions 
occurring in virtual worlds?

Do tax events like sales tax holidays 
transfer to the metaverse?

Tax issues related to the metaverse, 
crypto, and NFTs may become the 
next Wayfair event in indirect tax.

*Source: McKinsey, June 2022

THE FUTURE OF DIGITAL TRANSACTIONS

As the metaverse grows, so do 
conversations of taxability  

https://www.mckinsey.com/~/media/mckinsey/business%20functions/marketing%20and%20sales/our%20insights/value%20creation%20in%20the%20metaverse/Value-creation-in-the-metaverse.pdf


E-invoicing requirements



There are no e-invoicing 
requirements in the U.S. 
today, but it’s becoming 
increasingly common in other 
parts of the world.

With the reduction in errors 
and cost savings, many 
businesses use e-invoices 
without a government 
mandate to do so.

This streamlines the 
exchange of invoice 
data between business 
partners and enables 
tax authorities to 
retrieve relevant VAT 
information in real time.

As of January 2022, 
over 80 countries have 
introduced some form 
of e-invoicing or digital 
reporting mandate.

E-invoicing spreads 
globally

Countries are combining
e-invoicing requirements
into one mandate



Questions?


