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INTRODUCTION

Thank you for joining today’s session!

Today’s Presenter:

● 25+ years of State and Local Tax (SALT) 
consulting experience

● Experience at four national accounting firms 
and two Fortune 100 companies

● Built and managed regional SALT consulting 
practices at three national CPA firms (RSM, 
BDO, and Elliott Davis)

● Based in Asheville, NC
● South Carolina CPA
● Member of NCACPA and SCACPA
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ABOUT OUR COMPANY

Apricus Business Consulting provides State 
and Local Tax (SALT) consulting services 
to accounting firms, business owners, and 
management teams. Our team of 
experienced professionals provides value-
adding consulting services in various SALT 
practice areas. 

We also perform business value opportunity 
("Found Money") reviews to uncover 
potential savings in Federal, State and non-
tax areas.

Income Tax | Sales Tax | Credits & Incentives | 
Payroll & Unemployment Tax | Property Tax | 

Value “Found Money” Reviews

Apricus Business Consulting
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AGENDA

Performing a State Nexus Study in an 
Ever-Changing State Tax Environment

● Nexus Overview

● The Changing State Tax Environment

● The “Whys”

● The “Hows” - Performing a 
Comprehensive State Nexus Study

● Bringing it all Together

● Questions?

Apricus Business Consulting
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Session Objectives

Apricus Business Consulting

Participants will learn the following in this session:

● Gain an understanding of nexus for state tax purposes

● Learn about the history of nexus and the key developments and 
initiatives which established today’s nexus environment

● Understand the reasons for pursuing a state nexus study

● Learn an approach to performing a comprehensive state nexus 
study 
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Section 1: 

Nexus Overview

Apricus Business Consulting
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Nexus Overview

Apricus Business Consulting

● State Nexus (Definition) = The minimum connection a business 
has with a particular state that allows the state to tax the business

● The concept of nexus is important because it determines whether 
a business is required to register, file returns, and pay taxes in a 
particular state

● State Tax Types
○ Income & Franchise Tax
○ Sales & Use Tax
○ Gross Receipts Tax
○ Employment Tax
○ Property Tax

7

Nexus Monitoring Today

Apricus Business Consulting

● Monitoring nexus has become very important from a risk 
management perspective!

● Understanding key nexus considerations for a business provides 
management teams and their tax advisors with information to:
○ Assist with making timely tax compliance decisions
○ Supports filing\non-filing positions
○ Manage the changing tax “footprint” of a growing business
○ Avoid the establishment of historical tax exposures
○ Provide support for audited financial statements
○ Provide information for potential tax planning opportunities
○ Prepare the business for state tax audits
○ Prepare the business for sale or capital investment transactions 
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Section 2:

The Changing State 
Tax Environment

Apricus Business Consulting

Nexus Background

Apricus Business Consulting

● Historically, a physical presence was required to establish nexus

● Quill Corp. v. North Dakota, 504 U.S. 298 (1992)

● Physical Presence (Examples): 
○ Office 
○ Employees & Independent Contractors
○ Property & Inventory
○ “Regular & Systematic” Travel
○ Delivery 

● Historically, nexus considerations were fairly easy to analyze as part 
of the state income tax preparation process for the business (i.e., 
apportionment data; payroll, property, sales)
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Quill Corp. v. North Dakota (1992)

Apricus Business Consulting

● Quill Corporation was a mail order office supply business based in 
Illinois. Quill also had warehouses in California and Georgia.

● Quill solicited sales through catalogs, flyers, advertisements in 
national periodicals, and telephone calls.

● Quill did not have a physical location or workers in North Dakota.

● All deliveries were made by US mail or common carrier from out-
state-locations.

● Quill had nearly $1 million in annual sales to almost 3,000 
customers in North Dakota. 
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Quill Corp. v. North Dakota (1992)

Apricus Business Consulting

● In 1987, North Dakota amended its laws so that any person who solicits 
customers in the state was obligated to collect and pay sales taxes on 
any sales made within the state. (Sales and Use Tax Case)

● The state tax commissioner filed suit in state court to require that Quill 
comply with the law. The trial court declined, but the state supreme court 
reversed. 

● U.S. Supreme Court reversed the state court in an 8–1 decision and 
concluded that the state tax was an unconstitutional burden on interstate 
commerce.

● The decision effectively prevented states from collecting sales or use tax 
from retail purchases made via the Internet or e-Commerce unless the 
seller had a physical presence in the state.
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Changing Nexus Environment

Apricus Business Consulting

After the Quill decision, states continued pursuing select cases and 
initiatives to expand nexus.

1. States Enacted Forced Combination & Unitary Reporting

2. MTC Factor Presence Model Regulation (2002)

3. States Enacted Gross Receipts Tax

4. State Challenges to Public Law 86-272 

Nexus considerations began to require more details than provided 
by apportionment data (property, payroll and sales) 

The birth of the State Nexus Study!  

Unitary & Combined Reporting

Apricus Business Consulting

● Many states have enacted unitary reporting requirements
○ Consolidated returns – mandatory or elective
○ Combined returns – mandatory or elective
○ Worldwide or Water’s Edge reporting
○ Apportionment – Joyce or Finnigan methodology 

● Some states enacted forced combination guidance

● These laws focus on state income tax reporting
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MTC Factor Presence Nexus

Apricus Business Consulting

● The Multistate Tax Commission (“MTC”) is an intergovernmental 
state tax agency working on behalf of states and taxpayers to 
facilitate the equitable and efficient administration of state tax laws. 

● The MTC drafted the model statute for factor presence nexus in 
2002, which has been adopted in full or part by a number of states.

● The model statute includes “bright line” threshold amounts to use in 
determining if substantial nexus exists to subject a business to state 
income tax. 

● One of the primary goals of factor presence nexus was to provide 
an easily ascertainable nexus standard. 

MTC Factor Presence Nexus (cont…)

Apricus Business Consulting

● Under the MTC’s factor presence nexus standard, a company is 
doing business (and has established nexus for state income tax 
purposes) in a state if the property, payroll, or sales exceed these 
thresholds during the tax period:

○ $50,000 of property,
○ $50,000 of payroll,
○ $500,000 of sales, or
○ 25% of total property, total payroll, or total sales.

● The threshold amounts may be adjusted annually

● Some states which adopted the standard chose to only include the 
sales factor (or a “bright line” sales threshold amount). Economic 
Nexus?
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Factor Presence Nexus States
(For Income Taxes)

Apricus Business Consulting

Apricus Business Consulting

Factor Presence Nexus States
(For Income Taxes)

Note: Some localities, such as New York City and Philadelphia, also have factor presence nexus standards. 
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State Gross Receipts Tax 

Apricus Business Consulting

● 7 states currently have a gross receipts tax

● Most states use an annual sales threshold to determine nexus 

● List of the 7 states with a gross receipts tax:
1. Delaware Gross Receipts Tax

2. Nevada Commerce Tax

3. Ohio Commercial Activity Tax 

4. Oregon Commercial Activity Tax

5. Tennessee Business Tax

6. Texas Franchise Tax 

7. Washington Business & Occupation Tax

State Gross Receipts Tax (cont…)

Apricus Business Consulting

● There are states that impose a sales tax but call it a gross receipts 
tax : New Mexico and Hawaii

● Several states have or allow local gross receipts taxes:

○ Oregon Commercial Activity Tax

○ Tennessee Business Tax

○ Virginia Business, Professional & Occupational License Tax

○ Washington Business & Occupation Tax

○ Cities: Portland (OR), Philadelphia (PA), Los Angeles and San 
Francisco (CA) 
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State Gross Receipts Tax

Public Law 86-272

Apricus Business Consulting

● Congress enacted Public Law 86-272 on 9/14/1959

● Provides a “safe harbor” for businesses

● A state may not impose a net income tax on an out-of-state 
business if its only in-state activity is:

○ Solicitation of orders,
○ By an employee or representative,
○ For sales of tangible personal property,
○ Orders are sent outside the state for approval, and
○ Orders are filled by shipment or delivery from outside the state
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MTC’s P.L. 86-272 Initiative

Apricus Business Consulting

● In 2021, the MTC issued a revised statement providing a new section for 
when the use of an “interactive” website will defeat P.L. 86-272 immunity, 
even if the company has no other contact with the customer’s state

○ Providing post-sale assistance to customers via either electronic chat or 
email accessed through a website link;

○ Soliciting and receiving online applications for branded credit cards;

○ Inviting viewers to apply for employment;

○ Contracting with a marketplace facilitator to offer for sale the company’s 
products via a website and maintains the company’s inventory;

○ Inserting internet “cookies” into the computers or other electronic devices 
of customers; or

○ Remotely fixing products via the internet and Wi-Fi.

Status of MTC Initiative

Apricus Business Consulting

Three states, California, New Jersey, and New York, quickly moved to 
adopt the revised statement, with others in consideration.

• California – Issued a technical advice memorandum, which was 
deeded invalid based on procedural grounds

• New York – Issued a revised regulation, which has been held valid, 
except for the retroactive application (December 27, 2023)

• New Jersey – Issued a technical memorandum and new regulation, 
which has been held valid (June 16, 2025)

• Massachusetts – Issue a revised regulation (October 10, 2025)

23

24



10/24/2025

13

Wayfair Case

Apricus Business Consulting

South Dakota v. Wayfair (2018)

Apricus Business Consulting

● The physical presence standard set under Quill was overturned

● Economic nexus with bright-line thresholds added a new standard 
for establishing sales tax nexus

● All 45 states (plus DC) with a sales tax have enacted economic 
nexus legislation

○ Most states use a sales threshold of $100K 
○ Some states also use a 200 separate sales transaction test
○ Thresholds typically applied for the prior or current year
○ Effective date for many states is 10/1/2018

● Substantially changed sales tax considerations for businesses
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Economic Nexus - Sales Tax

Courtesy of TaxConnex

Apricus Business Consulting

Section 3: 

The “Whys”

Apricus Business Consulting
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Why Pursue a Nexus Study? 

Apricus Business Consulting

● Compliance
○ State Tax Compliance
○ Financial Statement Requirements (ASC 740, ASC 450)

● Risk Management
○ Documenting Filing\Non-Filing Positions
○ Identifying “Hidden” Liabilities, Penalties, and Interest

● Consulting/Revenue Opportunities
○ State Nexus Study
○ Remediation\Registration
○ Ongoing Compliance Fees

● Trusted Advisor Status  

Nexus Monitoring Today

Apricus Business Consulting

● Monitoring nexus has become very important from a risk 
management perspective!

● Understanding key nexus considerations for a business provides 
management teams and their tax advisors with information to:
○ Assist with making timely tax compliance decisions
○ Supports filing\non-filing positions
○ Manage the changing tax “footprint” of a growing business
○ Avoid the establishment of historical tax exposures
○ Provide support for audited financial statements
○ Provide information for potential tax planning opportunities
○ Prepare the business for state tax audits
○ Prepare the business for sale or capital investment transactions 
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Section 4:

The “Hows” -
Performing a Comprehensive 

State Nexus Study

Apricus Business Consulting

3. Exposure 
Calculations

2. Sales Tax 
Taxability

4. Remediation & 
Compliance

A Comprehensive State Nexus Study
A 4 Phase Approach

32Apricus Business Consulting

1. Nexus Review
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Phase 1
Nexus Review

Apricus Business Consulting

Phase 1: Nexus Review

Apricus Business Consulting

● Identify and analyze the business activities conducted in each 
state and determine whether nexus has been established for the 
tax types selected by Company management to be included in the 
study 

■ 3 Types: Income & Franchise, Sales & Use, Gross Receipts

○ Step 1: Project kickoff meeting (or call)

○ Step 2: Information Request

○ Step 3: Data Review

○ Step 4. Prepare Memorandum\Matrix and Recommendations

33

34



10/24/2025

18

Phase 1: Project Kickoff

Apricus Business Consulting

Step 1: Project kickoff meeting (or call) - typically 1.0 to 1.5 hours

● Conduct a detailed interview about business activities

● Gain understanding of organization structure\entities

● Gain understanding of key revenue streams
■ Products, services, and intangibles
■ Retail, wholesale, exempt, e-commerce

● Identify areas of physical presence in a state
■ Offices, employees, independent contractors, inventory
■ Delivery, travel, tradeshow, leased equipment, loans

● Identify economic nexus activities (sales and transactions)

Phase 1: Information Request

Apricus Business Consulting

Step 2: Information Request (typically covering a 3-year lookback)

● Commonly Requested Information
○ Corporate data, SOS registrations, tax returns
○ Sales by state by type
○ Employee data (location, hire & term dates)
○ Use of independent contractors
○ Property and inventory information
○ Salespeople territory & travel details (W-2 and 1099)
○ Trade show activities
○ List of current state tax returns filings (I&F, S&U, GR)
○ Copies of customer contracts and invoices
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Phase 1: Data Review

Apricus Business Consulting

Step 3: Data Review

● Review all data provided
● Request additional or corrected data, as necessary
● Schedule meetings or calls with key departmental personnel, 

as necessary
■ Human resources, sales, delivery, etc.

● Begin to “map” key state nexus considerations 
○ Consider nexus footprint for each tax type included
○ Physical presence, economic nexus, affiliate nexus, Internet
○ Determine applicability of Public Law 86-272 

Phase 1: Memo & Recommendations

Apricus Business Consulting

Step 4: Prepare Memorandum & Recommendations

● Include background section providing an overview of the 
corporate structure, current tax filings, key revenue streams, 
and business activities

● Prepare a section for each tax type included

○ Prepare state tables showing where nexus has been 
established but not filing returns

○ Determine when nexus was established in each state
○ Add discussion of Public Law 86-272, if applicable

● Prepare a conclusion section with recommendations
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Phase 2
Sales Tax Taxability

Apricus Business Consulting

Phase 2: Sales Tax Taxability

Apricus Business Consulting

● To the extent that the Company has established nexus for sales 
taxes, research may be required to determine the taxability of the 
Company’s products and services in each nexus state

● The sales tax taxability analysis includes the preparation of a 
matrix:

○ Taxability/research conclusions for each revenue stream,
○ Applicable state statutory citations,
○ Additional comments and recommendations, including guidance 

regarding when the Company must charge sales tax to customers 

● Review matrix with Company management
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Phase 2: Sales Tax Taxability

Apricus Business Consulting
Sales Taxability Matrix

Phase 2: Sales Tax Taxability

Apricus Business Consulting

Executive Summary

41
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Phase 3
Historical Exposure 

Calculations

Apricus Business Consulting

Phase 3: Historical Exposure 
Calculations

Apricus Business Consulting

● For states where nexus has been established and the 
Company is not filing tax returns, estimate the historical tax 
exposure amounts for the tax types included in the study 

● Typically use a three-year look back period

● Calculations include estimated tax, penalty, and interest 

● Historical exposure estimates are important

○ Financial statement implications
○ Develop a strategy and costs to gain compliance
○ Identify need for mitigation strategies to reduce exposure
○ Identify and recommend best practices
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Phase 3: Historical Exposure 
Calculations (Sales Tax)

Apricus Business Consulting

Example of 2020 Sales Tax 
Exposure Calculations

Phase 3: Historical Exposure 
Calculations (Sales Tax)

Apricus Business Consulting

Example of Sales Tax Exposure Calculation 
Summary By Year
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Phase 3: Historical Exposure 
Calculations (Sales Tax)

Apricus Business Consulting

Example of Sales Tax Exposure Calculation 
Executive Summary

Phase 3: Historical Exposure 
Calculations (Income Tax)

Apricus Business Consulting

Example of Income & Gross Receipts Tax 
Exposure Calculation

Estimated Historical Summary - State Income Tax, Interest, & 
Penalty
For tax years 2022, 2023, and 2024

Total - 3 Years202420232022
TotalPenaltyInterestTaxTotalPenaltyInterestTaxTotalPenaltyInterestTaxTotalPenaltyInterestTaxState#

$2,737 $313 $334 $2,090 $0 $0 $0 $0 $2,737 $313 $334 $2,090 $0 $0 $0 $0 Arizona1
$59,980 $11,022 $4,869 $44,089 $28,890 $5,430 $1,738 $21,722 $31,090 $5,592 $3,131 $22,367 $0 $0 $0 $0 California 2a

$6,800 $1,250 $550 $5,000 $3,325 $625 $200 $2,500 $3,475 $625 $350 $2,500 $0 $0 $0 $0 
California (LLC 
Fee)2b

$2,018 $151 $361 $1,506 $0 $0 $0 $0 $2,018 $151 $361 $1,506 $0 $0 $0 $0 Connecticut3
$19,799 $3,486 $2,368 $13,945 $7,001 $1,282 $590 $5,129 $8,102 $1,387 $1,165 $5,549 $4,696 $817 $613 $3,267 Georgia4

$335 $60 $35 $239 $122 $23 $7 $92 $129 $23 $15 $92 $83 $14 $13 $56 Hawaii5
$2,471 $109 $180 $2,182 $910 $41 $49 $820 $960 $42 $84 $835 $601 $26 $47 $527 Idaho6
$1,853 $163 $65 $1,626 $0 $0 $0 $0 $1,853 $163 $65 $1,626 $0 $0 $0 $0 Indiana7
$1,213 $214 $107 $892 $0 $0 $0 $0 $1,213 $214 $107 $892 $0 $0 $0 $0 Kansas8
$9,549 $1,731 $893 $6,925 $4,799 $892 $339 $3,568 $4,750 $839 $554 $3,357 $0 $0 $0 $0 Michigan9
$9,680 $1,703 $1,167 $6,811 $4,537 $831 $382 $3,324 $5,144 $872 $785 $3,487 $0 $0 $0 $0 New Jersey10
$6,660 $600 $640 $5,421 $2,573 $218 $174 $2,181 $2,580 $208 $291 $2,081 $1,507 $174 $174 $1,160 North Carolina11

$16,959 $1,401 $1,546 $14,011 $8,163 $692 $553 $6,918 $8,796 $709 $993 $7,093 $0 $0 $0 $0 Pennsylvania12
$9,249 $1,896 $1,031 $6,321 $3,929 $842 $281 $2,806 $3,479 $696 $464 $2,319 $1,841 $359 $287 $1,196 Virginia13

$3,751 $1,009 $155 $2,587 $1,536 $413 $64 $1,059 $1,298 $349 $54 $895 $918 $247 $38 $633 Washington (B&O)14
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 Wyoming15

$153,055 $25,108 $14,303 $113,644 $65,785 $11,289 $4,377 $50,118 $77,624 $12,183 $8,753 $56,688 $9,646 $1,636 $1,172 $6,838 
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Phase 4
Remediation, Registration, 

and Compliance

Apricus Business Consulting

Phase 4: Remediation, 
Registration & Compliance

Apricus Business Consulting

● Remediation Options: Contact Customers to Obtain Support 
to Reduce the Estimated Sales Tax Exposures

○ Request exemption certificates
○ Obtain confirmations from customers whether they accrued and 

remitted use tax
○ Obtain confirmations from customers whether state audits 

included some or all sales transactions

○ “XYZ” Letters - Formal requests sent to specific customers

● These efforts may substantially reduce the estimated 
exposures!
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Phase 4: Remediation, 
Registration & Compliance

Apricus Business Consulting

Remediation & Registration (4 Options)

1. No registration or filing 
2. Register and file returns prospectively
3. File past due returns and pay tax, penalty, and interest
4. Pursue Voluntary Disclosure Agreements or Amnesty 

Programs in key states
○ These are formal state programs (benefits)
○ Limited lookback periods
○ Waiver of penalties
○ Maybe waiver or reduced interest

Phase 4: Remediation, 
Registration & Compliance

Apricus Business Consulting

Compliance Considerations:

1. Administrative considerations
a. Volume and cost
b. Staffing - internal or outsource

2. Processes and procedures
a. New processes and procedures may need to be 

developed in multiple departments
b. Training, tools, management 

3. Software & technology - many alternative solutions
4. Legal - Purchase order and contract considerations
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Section 5: 

Bringing it all 
Together

Apricus Business Consulting

State Nexus Review
Phase 1

Deliverable: 
Memorandum or Matrix

Sales Tax Taxability 
Review (if needed)
Phase 2

Deliverable: Matrix

Estimated Historical 
Exposures
Phase 3

Deliverable: Calculations

Compliance
Phase 4

Establish processes and file 
returns prospectively

Registration 
Phase 4

Register in additional 
nexus states, as needed

Remediation
Phase 4

● Request exemption 
certificates, XYZ letters

● File past due returns
● Pursue VDAs

A Comprehensive State Nexus Study
A Formal Approach

01 02 03

06 05 04

54Apricus Business Consulting
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Summary & Take-Aways

Apricus Business Consulting

● Nexus considerations affect any business with activities and/or 
customers in multiple states

● The state tax environment continues to rapidly change
● Establishing nexus for state taxes is easier today than ever before
● Businesses will have more state tax filing requirements
● There are risk management considerations
● There may be planning considerations
● Consulting and revenue generating opportunity
● Being proactive is the best approach

Client Examples

Apricus Business Consulting

● Sales Representatives
○ Stone & Vanity Manufacturer
○ Medical Device Repairs

● Payment Plans (i.e., Klarna)
○ Knife Company

● Referral Fees to Customers
○ SaaS Company
○ Weight Loss Coaches/Products

56
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Let’s work 
together!

O: (864) 281-2875

Email: jeremy.migliara@apricusbc.com
www.ApricusBC.com

C: (703) 774-8390
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