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Truth #1 

The Omnichannel 
‘Imperative’ is Here to 
Stay
Omnichannel retailing is often defined as a fully-
integrated approach to commerce, providing 
shoppers a unified experience across all channels or 
touchpoints.

Put simply, true omnichannel shopping goes beyond 
brick-and-mortar locations to mobile-browsing, 
online marketplaces, social media, and wherever 
users browse online. It essentially allows shoppers to 
continuously pick up where they left off at any point 
in the buyer’s journey, as if their complete experience 
with a given retailer was managed by a personal 
concierge acutely attuned to personal preferences, 
buying patterns, cart habits, and more. 

Just how important is omnichannel retailing? The 
Retail Industry Leaders Association (RILA) had a great 
turn of phrase when it alerted its members to the 
critical need to “become omnipotent on omnichannel.” 
That audacious admonition grew out results from 
a survey from RILA and McKinsey & Company that 
found two-thirds of retail executives cited the 
growth of omnichannel and digital shopping as the 
most significant trend affecting the industry, and its 
greatest challenge — clearly overlooking sales tax 
implications.

In the U.S., the proportion of online sales supported 
by physical stores rose to 37% during the 2020 holiday 
season, up from 32% in 2019, according to GlobalData. 
Pickup of online orders from stores grew by 103% 
last year, while retailers shipping orders from stores 
grew by 80%, along with more complicated sales tax 
models.

Take, for starters, curbside service. Cubside, which 
retailers started experimenting with years ago, 
suddenly became an especially attractive option 
for COVID-era shopping. During the last 18 months, 
curbside has become a crucial revenue lifeline that 
continued growing well after stores reopened. Many 
retailers saw their curbside sales grow by triple digits 
during the last 12 months, which converts to triple-
digit growth in non-traditional sales tax reporting.

Setting the Stage

A 2014 study by University of Michigan 
researchers found that retail therapy 
(or, in less fun parlance, “making buying 
decisions”) can actually help us feel more 
in control. So perhaps it’s no great wonder 
that in a year when that sense of control 
was challenged by the COVID-19 pandemic, 
year-over-year eCommerce sales shot up 
nearly 28% in 2020. And Deloitte’s annual 
holiday forecast for this year shows the 
growth arrow continuing its up-and-to-
the-right trend, with holiday retail sales 
expected to bounce another 7% to 9%.       

With all those new in-store and online 
transactions come additional sales 
and use taxes (SUT), meaning sales tax 
automation tools will be a timelier than 
ever ally to time-strapped retailers. 
That’s especially true as companies 
seek to perfect omnichannel commerce, 
seamlessly integrating online and in-store 
sales experiences into a single, happy 
buyer journey from “I’m indifferent” to “I’m 
interested” to “I’m in!”

As your team prepares for another wild 
holiday season, now’s the ideal time 
to quickly consider the core truths 
surrounding today’s retail tax reporting 
challenges. 
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Truth #3

Where You Sell Really Matters for Tax — 
Especially in the Wake of South Dakota v. 
Wayfair
It’s no secret that states take sales tax liability 
seriously. Many businesses likely face large 
and often unanticipated sales tax liability — 
including significant penalties and interest 
— across multiple states and municipalities. 
Also, most states hold business owners (and 
sometimes their investors and employees) 
personally liable, even when a business fails. 
Worse yet, states may even bring criminal 
charges against business owners and their 
employees relating to those tax liabilities. 

The pandemic has most states facing huge 
budget gaps as tax revenue collections 
continue to fall. The landmark June 2018 
decision in South Dakota v. Wayfair, which 
eliminated the requirement that businesses 
have a physical location in a state to be liable 
for sales tax collections and remittance, has 
given states the authority to pursue tens 
of thousands of businesses that reach a 
threshold of sales into their states (the so-
called “economic nexus”). Budget shortfalls 
have provided the perfect inspiration to make 
use of that new authority. 

In short, this year, the end result is a perfect 
storm: The economic nexus, the explosion 
of e-commerce and remote selling, and the 
intense volume of holiday sales has many of 
these businesses facing business registration 

requirements and huge sales tax liability — 
which their owners may be unaware of. Then 
there’s this double whammy: Several states 
may require remote sellers to register and 
start collecting sales tax as soon as they 
meet their economic nexus thresholds. For 
example, Alaska, California, Indiana, Maine, 
and Mississippi impose these requirements on 
the very next sale after nexus is established.

The cost to comply with all these changes 
is substantial for many businesses. Yet the 
burdens aren’t necessarily shared equally, 
since some big box retailers have far more 
resources to devote to compliance than small 
and mid-sized enterprises. 

The end result is chasing some retailers out 
of business while encouraging others to 
consider aligning with bigger businesses to 
do the heavy lifting (though it’s not always 
that simple). Plus, there’s often unanticipated 
collateral damage, which can quickly reach 
down to a very personal level, as a jewelry 
component wholesaler in Prescott, Arizona 
discovered: The company had to replace its 
long-time accountant – who was properly 
licensed in Arizona – with someone who could 
reach and comply with laws in all states where 
the company did business.

Truth #2

Omnichannel Retailing Complicates Sales 
Tax Compliance
Integrating traditional and online sales 
strategies strengthens most retailers’ revenue 
opportunities. But as can often happen in 
life, “opportunity begets obligation” — and 
omnichannel selling can most certainly 
complicate sales tax compliance obligations. 

As a retailer increases the number of channels 
through which it sells its products, it increases 
the complexity of determining where they 
may have sales tax nexus requiring business 
registration (more on that in a moment), 
sales tax collection, remittance and the filing 
of returns. The likelihood is that businesses 
employing an omnichannel sales strategy will 
meet sales tax nexus requirements in more 
states and localities, increasing the difficulty 
of keeping track of the hundreds of annual 
changes in sales tax rates and rules in almost 

13,000 jurisdictions throughout the country. 
Omnichannel retailers also need to more 
closely address verification, shipping costs, 
tax-exempt transactions, and exemption 
documents.  

In addition, given the tremendous increase 
in remote selling (selling into locations in 
which a retailer does not have a physical 
presence), and the more aggressive auditing 
and enforcement approaches state revenue 
authorities are taking, the financial risks of 
failing to accurately comply are much more 
significant. 
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Truth #4

Sales Through Third-Party Marketplaces 
can Present First-Rate Tax Headaches
The top 100 global marketplace sites (with 
household names like Amazon, eBay and Etsy 
among them) accounted for an essentially 
unfathomable $62.7 trillion worth of sales in 
2020. For comparison’s sake, that equates to 
roughly three times the $20.9 trillion GDP of 
the U.S. in 2020. 

That big business can add up to big headaches 
when it comes to tax issues related to third-
party marketplaces. In the U.S., marketplace 
facilitator laws often don’t free marketplace 
sellers from all tax obligations: With only a 
couple of minor exceptions, all states require 
third-party sellers to register and file returns 
even when the marketplace collects and 
remits the tax. Monitoring online and other 
remote sales into all states (and even local 
jurisdictions in many states) is essential 
to avoid unwelcome notices from state 

departments of revenue (the kind that start, 
“We are writing to inform you . . .” and go 
straight downhill from there). Understanding 
each state’s requirements from the start can 
help minimize surprises and compliance risk. 

There’s another trend worth keeping a close 
eye on: More and more states are revisiting 
previous tax years to check on what any given 
business might owe them. Out-of-state sellers 
are now dealing with more aggressive state 
sales tax collect-and-remit requirements, 
and are increasingly pursuing sellers with 
goods in warehouses operated by large online 
marketplaces. Therein lies the problem: Many 
retailers have no idea in which states or 
localities their goods are being warehoused 
by these marketplaces, and don’t know where 
they might be liable for sales and even income 
taxes.

Truth #5

SUT Will Continue to be a Moving — and 
Increasingly Digital — Target 
The continued financial implications of 
COVID-19 reach broad and deep across the 
U.S., right down to each state’s balance sheet. 
That’s why states are considering broadening 
their sales tax base to include internet 
services, digital goods, and digital advertising 
to boost tax revenues and help mitigate dire 
budget conditions.

Some state leaders have also expressed the 
need for significant federal funding. On May 15, 
the US House of Representatives passed the 
Heroes Act, which would provide as much as 
$1 trillion directly to states and municipalities. 
This bill will likely face opposition in the 
Senate; even if a version of the bill is approved 
by Congress — and subsequently signed by the 
President — it would likely be weeks or even 
months before funds would reach the states. 

Meanwhile, to try to offset potential budget 
gaps, New York, Maryland, and Nebraska 
introduced bills that would expand their 
respective sales tax bases to include digital 

advertising. Digital advertising is taxed in 
Maryland for taxable years beginning after 
December 31, 2021, and it’s expected to raise 
$100 million for the state. As of this writing, 
the legislation in New York and Nebraska 
remain stuck in committee.

Some states are also revisiting the notion of 
taxing internet access itself. At one point, the 
Congressional Research Service estimated 
that a sales tax on internet services could 
raise as much as $6.5 billion across the U.S. 
There is one imposing hurdle to leap, though, 
in trying to apply sales tax to internet access 
and digital-only services: Doing so would 
violate the Internet Tax Freedom Act (ITFA), 
enacted in 1998 to protect the development of 
internet technology. States would need to find 
a way around that law.
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The Wrap
Let’s begin the end with a critical “bonus 
truth”: Keeping up with hundreds of changes 
and remote selling that result in sales tax 
nexus can often lead to unanticipated 
consequences and less-than-ideal audit 
outcomes (translation: big-time headaches 
and heartburn). 

What’s ahead for retailers when it comes to 
SUT in the 2021 holiday season and beyond? 
While some uncertainties abound (like, for 
instance, when the negative impacts of the 

global pandemic will begin to ease), it’s 
safe to assume that omnichannel retailing 
will continue to have a profound impact 
on American consumers. They’ll continue 
to buy products in-person, but they’ll also 
shop for products that are made in State X, 
warehoused in State Y, and sold online in all 
states not beginning with the letter Z. And 
then those same purchases will be taxed 
across virtually all states from Alabama to 
Wyoming. 

With so many items, of so many types, sold 
across so many taxing authorities and through 
so many channels, manual tax compliance 
has become an unproductive, risky endeavor. 
That’s why so many retailers are turning to 
sales tax automation software to handle 
their sales tax compliance functions. They 
understand that it’s time to automate, it’s time 
to modernize, and it’s time for CCH® SureTax®. 

CCH SureTax is a sales and use tax software 
platform designed to take the complexity out 
of calculations, forms, and returns, and offers 
a simple, intuitive interface to manage sales 
and use taxes, end-to-end.  Here are just a few 
of the reasons it’s become a go-to resource:

• CCH SureTax is backed by Wolters Kluwer’s 
tax researchers who constantly monitor 
state and local jurisdictions, so you’ll have 
confidence knowing that the tax codes 
you’re following are always up-to-date.

• CCH SureTax helps you monitor sales tax 
nexus thresholds, which is becoming an 
ever-more-essential calculation in the 
omnichannel sales environment. 

• CCH SureTax is packed with the tool you 
need to efficiently manage key functions 
associated with sales tax, including: 

 ‒ Automating sales tax — Lets you skip 
error-prone, time-consuming manual entry 
through end-to-end tools for sales tax 
management.

 ‒ Applying proper taxability to products — 
Enables you to properly categorize what 
you sell, including digital services, tax-
exempt items and more. 

 ‒ Maintaining compliance — Keeps your 
team current with critical information 
about state rates and sales tax holidays, 
just for starters.

 ‒ Tracking exemption certificates — Makes it 
easy to document non-taxed transactions 
and track proof of exemption certificates.

 ‒ Capitalizing on tax rebates — Helps you 
leverage opportunities for rebates for 
sales taxes paid on-time in full (currently 
offered by 23 states, including Colorado, 
which offers a rebate of more than 3%). 

As 2021 comes to a close and 2022 comes into 
view, the CCH SureTax team at Wolters Kluwer 
will be ready, willing and able to help your 
team avoid sales tax surprises. We’ll keep 
important information and advice coming. 
Giving is better than receiving, after all, and 
there’s no doubt we could all benefit from a 
little less uncertainty in the year ahead. And 
when you have to be right, we’ll be right at 
your side.   
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