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Major Changes Expected Relating to 
State Sales Tax Nexus Rules 

 
On June 21, 2018, the United States Supreme Court decided South Dakota v. Wayfair, Inc., et al. 
Ushering in the most significant change to state nexus rules since Quill Corp. v. North Dakota, over 
twenty-five years ago. Writing for the Court’s majority, Justice Kennedy overruled the long-established 
physical presence rule which prohibited states from collecting sales tax from vendors lacking an in-
state physical presence. The Wayfair decision strongly supports the notion that the old physical 
presence rule inadequately addressed the issues surrounding our growing digital economy. 
 
Under Quill, some states had passed measures aimed at recouping lost tax revenue from declining sales 
at brick-and-mortar retailers — where states have always had the right to impose sales tax. The Court 
stated, Quill “put both local businesses and many interstate businesses with physical presence at a 
competitive disadvantage.” States will likely see Wayfair as a green-light to move forward with laws 
based on South Dakota’s model statute. Consequently, many companies with online-trade will likely 
face significant burden in complying with more stringent tax regimes across the states. Taxpayers 
and businesses alike should expect to see increased taxes upon their internet purchases and sales. 
 
The new statute — and any similar statue passed by other states — will likely be subject to the test 
from Complete Auto Transit, Inc. v. Brady. Under Complete Auto, for state taxes to be valid, they must 
meet a four-pronged test, where they: apply to an activity with substantial nexus with the taxing 
state, are fairly apportioned, do not discriminate against interstate commerce, and are fairly related 
to the services the state provides. Although many states will model legislation on the South Dakota 
statute, taxpayers can expect to see a variety of changes given the wide array of state tax regimes. 
 
Please contact RDG + Partners to discuss the potential impacts on your business.  

 

 


