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Remittance of Sales and Use Tax at POS

u Electronic transactions 

u Multiple methods to account for and remit the tax to the revenue agency

u Likely a long term transition

A process whereby the sales tax charged and paid via an electronic payment method is 
separately accounted for and remitted to the tax agency in real-time or near real-time when the 
transaction is finalized or at predetermined intervals.
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Objective – Food for Thought

u Raise awareness of the potential to remit sales and use taxes in real time or 
near real time

u Not intended to propose or endorse any specific approach or solution

u Benefits to revenue agencies and concerns of business

u The need for states to agree and work together on the way forward
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Payment Preferences
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Payment Preferences
For the first time since we began requiring 
respondents to have a debit and a credit card 
to be eligible to respond to our survey, when 
presented with the question of “When given a 
choice, what payment form do you prefer?”, the 
majority of the survey respondents selected credit. 
Exhibit 4 includes percentages for the top three 
selections (debit, credit and cash) over the last 
four years of our study. Although debit continues 
to be a strong preference, we saw a stronger 
preference toward credit. This is consistent with 
what we’re seeing in the overall market as it relates 
to the use of credit cards. It’s also not surprising 
given the growth in e-commerce and mobile, 
where many consumers express a preference 
for using credit in those channels. The resiliency 
of cash is also interesting, and consistent with 
what we found in our 2016 Canadian Consumer 
Payment Study. 

Exhibit 4:
Most Preferred Payment Type
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We wanted to look a little deeper to see what 
differences might exist based upon age and 
income. Exhibit 5 shows the preferences between 
age groups for credit vs. debit, with credit preferred 
by those in the 25-44 age ranges and again by 
those age 65 and older. We were not surprised by 
debit being the preferred payment option by those 
in the 18-24 age range, but we were somewhat 
surprised by debit being preferred by those in the 
45-54 age range. We wondered if perhaps that 
is due to expenses associated with college-age 
children and retirement planning. 

Exhibit 6 reflects the most preferred payment 
type by income, and there were no surprises 
here. Credit cards were the preferred payment 
choice by those with household incomes greater 
than $75,000, and this group is also likely driven by 
rewards accumulated for those purchases. 

Exhibit 5:
Preferred Payment Type by Age

Exhibit 6:
Preferred Payment Type by Household Income
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US Tax Gap

Tax	Year	 Tax	Year	 Tax	Years
2001 2006 2008-2010

Estimated	Total	True	Liability	 2,112$									 2,660$									 2,496$									
Gross	Tax	Gap 345$												 450$												 458$												
Overall	Voluntary	Compliance	Rate 83.7% 83.1% 81.7%
Enforcement	and	Late	Payments $55 $65 $52
Net	Tax	Gap $290 $385 $406
Overall	Net	Compliance	Rate 86.3% 85.5% 83.7%
Net	Tax	Gap	Rate 13.7% 14.5% 16.3%

Sources: 
• IRS Releases 2006 Tax Gap Estimates, FS-2012-6, January 2012 
• Tax Gap Estimates for Tax Years 2008–2010,  Revenue Service  April 2016
• GAO-07-423R National Research Program Data, March 15, 2007 
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Impact of Information Reporting on Non-
Compliance

Sources: 
• IRS Releases 2006 Tax Gap Estimates, FS-2012-6, January 2012 
• Tax Gap Estimates for Tax Years 2008–2010,  Revenue Service  April 2016
• TAX GAP  Multiple Strategies, Better Compliance Data, and Long- Term Goals Are Needed to Improve Taxpayer 

Compliance GAO-06-208T  October 25, 2005

Information Reporting 1992 2001 2006 2008-2010
Substantial & Withholding  (W-2) 1% 1% 1% 1%
Substantial  (1099) 4% 5% 8% 7%
Some (K-1) 7% 9% 11% 19%

Little or No Information Reporting 32% 54% 56% 63%

Percent of Income Unreported – Individual Income Tax
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Enablers

u The technology exists

u Consumers prefer electronic forms of payment and are moving away from
cash

u The value of the national tax gap is continuing to increase and is likely to 
exceed $500 billion annually

Ø Traditional compliance enforcement approaches are having a limited impact

Ø A new approach is necessary

Ø Payment of tax at  the front end would mitigate a portion of the tax gap

u National emphasis on sales tax simplification post-Wayfair
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Real Benefits for Tax Administration

u Non-filers
Ø The cost of non-filers is lessened to value of cash sales

Ø More accurate identification of non-filers

u Under-reporters
Ø Limited to value of cash sales, which is decreasing

u Non-payment
Ø Limited to value of cash sales

u Potentially more transactional and summary data about sales and purchases
Ø Additional ‘in-house’ data to review, identify and conduct sales tax audits

Ø Use of transactional data to reconstruct income for other tax types

u The cost of enforcement
Ø Less need for field audit

Ø Shift to more automated and correspondence audits
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The Impact on Sales and Use Tax Audit 
Programs

u Less need for audit and thus less cost to the agency

u Less outstanding sales tax liabilities

u Decreased revenue per audit will require rethinking audit programs
u Less able to justify cost of audit resources using current performance metrics

Ø Online sales and use tax collection will lower audit yield as well



Proprietary & Confidential     
10

Potential Challenges

u Some businesses may move to cash only

Ø May not be feasible, except in smaller, local business

u Impact on and costs to payment processors or other service providers 

u Role of 3rd party software/service providers for sales and use tax

u Impact on businesses 

Ø Changes/transition in sales tax reporting and payment

Ø Loss of temporary use of sales tax revenues

u Nationwide standards vs state by state 
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Concerns of Business Community

u What is being sold? Idea? Software? Hardware?
u Accelerated remittance by retailer?

u Estimated prepayment by retailer

u Daily remittance by retailer

u Remittance by third party (card processor)?
u Recent legislative proposals in AZ, CT, MA

u Cost/benefit analysis
u Asserted benefits/problem to be solved? 

u Costs to the state?

u Costs to the business community?

u Technical/logistical/practical issues?

u Businesses urge caution - ask key questions

11
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Income Tax Returns Processing - How Did It 
Happen?

u General consensus around the objective of returns processing

u Universally recognized need for change

u The solution was achievable
Ø It was realistically viewed as a long term initiative

u States worked together to justify and enable change

u States and IRS worked with stakeholders to develop and communicate 
standards 
Ø Return preparation software providers

Ø Tax preparation services
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Questions

jmilack@gentax.com
(480) 209-3498

mailto:jmilack@gentax.com

