Streamlined Sales Tax Governing Board
State and Local Advisory Council
Common Questions Related to Implementation of Wayfair Decision

Numerous questions have been raised to the Streamlined Sales Tax Governing Board since the Wayfair vs. South
Dakota decision was issued. The SSTGB has created a chart that addresses many of the questions on a state by
state basis. (See xxxx) In addition, below are questions with responses and examples to help provide guidance
regarding the implementation of state laws under the Wayfair decision.

e Are you a “Remote Seller”?

A “Remote Seller” is generally a seller that does not have a physical presence in a state but who sells
products or services for delivery into that state.

o If a state applies its economic nexus threshold based on “gross sales,” how is the threshold computed?

Proposed Response: If the threshold is applied based on “gross sales,” all sales and transactions into the
state are included in determining whether the seller meets or exceeds the threshold, including sales for
resale and other exempt or nontaxable sales.

Example —
Company A has $400,000 (400 transactions) in total sales to State 1 for the calendar year that are made
up of the following:
= $220,000 (220 transactions) of those sales are to wholesalers that provided exemption
certificates claiming sales for resale.
= $75,000 (75 transactions) of those sales are to purchasers claiming exemption for purposes
other than resale (use in manufacturing (exemption certificate on file, sales to exempt entities).
= 510,000 (10 transactions) of those sales are sales that qualify for product exemptions.
= $95,000 (95 transactions) are taxable sales to purchasers.

Company A has $400,000 (400 transactions) in gross sales for purposes of computing the thresholds.
o [f a state applies its threshold based on “retail sales,” how is the threshold computed?

Proposed Response: “Retail sales” are defined in the SST agreement, in part, as any sale other than a
sale for resale. Since sales for resale are specifically excluded from the definition of “retail sale,” they are
not included in the threshold computation. However, sales that are not taxable because of the
provision of an exemption certificate or that are exempt due to a product exemption, such as food in
certain states, are included in the computation.

Example —
Company A has $400,000 (400 transactions) in total sales to State 1 for the calendar year that are made
up of the following:
= $220,000 (220 transactions) of those sales are to wholesalers that provided exemption
certificates claiming sales for resale.
= $75,000 (75 transactions) of those sales are to purchasers claiming exemption for purposes
other than resale (use in manufacturing, sales to exempt entities).
= $10,000 (10 transactions) of those sales are sales that qualify for product exemptions.
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= $95,000 (95 transactions) are taxable sales to purchasers.
Company A has $180,000 (180 transactions) in sales that count toward the threshold computation.

o If a state applies its threshold based on “taxable sales” how is the threshold computed?

Proposed Response — “Taxable sales” means all transactions that are (or should be) taxed. Transactions
that are not taxed due to the provision of an exemption certificate or other documentation on the part
of the purchaser are not included in “taxable sales.”

Example —
Company A has $400,000 (400 transactions) in total sales to State 1 for the calendar year that are made
up of the following:
= $220,000 (220 transactions) of those sales are to wholesalers that provided exemption
certificates claiming sales for resale.
= $75,000 (75 transactions) of those sales are to purchasers claiming exemption for purposes
other than resale (use in manufacturing, sales to exempt entities).
= $10,000 (10 transactions) of those sales are sales that qualify for product exemptions.
= $95,000 (95 transactions) are taxable sales to purchasers.

Company A has $95,000 (95 transactions) in “taxable sales” that count toward the threshold
computation.
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e Does a remote seller that exceeds a State’s economic nexus threshold but otherwise meets the definition of a
“volunteer seller” under the contract the Streamlined Sales Tax Governing Board has with the CSPs -qualify for
free CSP services?

Proposed Response: If a remote seller is only required to report and remit sales tax in a state because it
meets the economic nexus threshold of a state, the remote seller qualifies for free CSP services.

e Did the Wayfair decision change the registration obligations of sellers with physical presence in the state? Ha-

Proposed Response: The requirements for sellers that have a physical presence in a state to register to
collect and remit the tax did not change under the Wayfair decision.-Fherefereifaselerhastransient

physicalpresence-ina—state; Tthe seller would need to check with that state to determine if the seller is
required to collect and remit that state’s sales or use tax.

Implementation Dates
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these situations2Remote sellers may not be ready to collect and remit by the state’s implementation date. Will
the states allow more time?

Proposed Response: Each state will make this determination. Gererally-States—witlwork-with-remete-

Drop Shipper and Drop Shipments

e How are drop shippers and drop shipments affected?

Proposed Response: SSUTA Section 317 provides that in the case of drop shipment sales, member
states must allow a third party vendor (e.g., drop shipper) to claim a resale exemption based on an
exemption certificate provided by its customer/re-seller or any other acceptable information
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available to the third party vendor evidencing qualification for a resale exemption, regardless of
whether the customer/re-seller is registered to collect and remit sales and use tax in the state where
the sale is sourced.

SSUTA Rule 317.2 provides additional information related to drop shipments

Exemption Administration

e Are sellers required to obtain and maintain paper copies of exemption certificates?

Proposed Response: Ne—Pursuant to SSTGB Rule 317.1.A.10 , member states shall relieve a seller of the
tax otherwise applicable if the seller obtains a fully completed paper exemption certificate or captures
the Standard Data Elements from an electronlc form LINK TO EXEMPTION INFORMATION. A—ﬁuH-y—

Central Registration System Issues

e Not every state has an economic nexus law or provision in place. Fhereforesellersthat—den'thaveto-colleet
the-applicable-taxina-stategenerally-dontwantte- Are sellers required to register in every Streamlined full

member state or can they select the states in which they want to register?

Proposed Response: The SSTRS was revised to allow sellers to select only those states in which they
want to register.

o If a seller registers through Streamlined and later hits the threshold in another state or wants to begin
collecting in arnetherthat states, will the seller be able to easily update its registration to register for that next
state?

Proposed Response: Once a seller is registered through the SSTRS in a state, the seller will be able to
update its registration to add the additional state(s), provided that the state is either-a member of

Streamlined-or-haselected-toparticipate-inthe SSTRS.

e When a company registers through the SSTRS, can they set the effective date of their registration for a state to
be in the future? This would allow sellers to get registered early so that they have their permit when they are
ready to open.

Proposed Response: At the time the seller registers, the SSTRS allows a seller to register and set their
first sales date up to the first day of the calendar month that is no more than 60 days in the future.
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o [f sellers are allowed to pick and choose which states they want to register for using the SSTRS, will the SST
states in which the seller did not register still have access to that seller’s registration information?

Proposed Response: When a seller registers through the SSTRS, their registration information will only
be transmitted to those states in which the seller has elected to register. However, states that are full

SST members are allowed access to an extract which shews-identifies everyone registered through the
SSTRS.

e Many non-U.S. companies sell in the U.S. (non-US ecommerce sellers). These taxpayers often have no address
in the U.S. and officers who are not US citizens and have no SSN or ITIN. Is the SSTRS designed to allow
registration by foreign country clients with no US address, no SSN/ITIN for officers?

Proposed Response: The eurrent-SSTRS allows foreign sellers that have no EIN or ITIN to register using
this system. At the time of registration, the seller indicates “Other” for type of identification number
and a number is assigned for registration purposes. (Note: If the seller has a United States location or

mailing address, then either an EIN or SSN is required.)
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