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July 28, 2022HR 
 
 
Luisa Altmann 
Sent via email: luisa.altmann@state.co.us 
 

Re: Written Remarks for Testimony Addressing Issues Before the Sales and 
Use Tax Simplification Task Force 

 
Thank you for inviting me to testify on issues before the Colorado Sales and Use Tax 
Simplification Task Force on July 27, 2022. I am the lead partner of the State and Local Tax 
team at TaxOps, a tax specialty boutique based in Denver, Colorado, as well as a former member 
of this Task Force and early participant in the Simplify Colorado Sales Tax Coalition.  
 
In these efforts combined with my frontline role as a state tax consultant for over 27 years 
working with companies throughout Colorado and the world, I see tremendous value in 
simplifying the tax administration of state and local taxes for the state of Colorado, taxpayers 
and practitioners, making your efforts here on the Task Force a triple play of good news.  
 
I will address the following issues and am available to provide more information upon request.  
 

Statewide collection 
The state of Texas has 1,714 locals with taxes that are all collected at the state level so 
rolling up locals into statewide collection system is clearly possible.  However, the way 
the state and local tax system is currently collecting, at multiple levels, results in an 
untold number of non-compliant companies, a great many of whom would, if the system 
were easier and more intuitive, be compliant, resulting in higher amounts collected 
more easily for all participants. 
 
Nexus complications 
The issue of noncompliance in state and local tax often starts with nexus. In my work, 
businesses that come to TaxOps almost universally do not understand the basics of what 
constitutes nexus or the date they “started doing business” in a city or state in order to 
determine the proper registration date, much less understand what a home rule 
jurisdiction is (even those taxpayers who live and work in Colorado!).  
 
Furthermore, given that statutory and home rule tax policies conflict in Colorado, layers 
of auto-renewable licensing fees for little to no tax are frustrating to taxpayers who serve 
as the invoicing engine of state and local governments. It is a problem the state 
legislature has taken on as a matter of statewide concern. No one wants a $20 annual 
license fee to prohibit compliance, much less thousands of dollars in registration fees 
per year to inhibit taxpayers from complying. 
 

https://www.simplifycosalestax.com/
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The current system of business licensing in Colorado is messy, which had made fees in 
statutory and home rule cities problematic for business taxpayers for two primary 
reasons: 

 
• One, Wayfair reporting in Colorado created destination sales sourcing, or “front door” 
reporting, subjecting companies selling into Colorado to the state’s licensing 
requirements at the statutory city level and the collection of hundreds of local taxes that 
did not apply when “locations in common” was the prevailing nexus rule.  
•Two, Colorado’s implementation of the statewide Sales and Use Tax System (SUTS) 
allows taxpayers to get a sales tax license at the home rule level as well as collect and 
remit those taxes.  
 
This, however, is not a one-and-done issue as it involves reporting month after month, 
year after year.  
 
The inability to properly collect tax on sales is generally due to limitations in automation 
and ignorance of the home rule collection duties and different tax rules. SUTS did not 
entirely solve the problem of separate licensing, rules or rates. Before SUTS, the home 
rules had separate filing systems so separate licensing was already a significant issue. 
Thus, taxpayers with locations in common (and located in a home rule city) as well as 
large taxpayers understood the need to comply. A local candy store that ships care 
packages all over the state has a very difficult time dealing with sales taxes at the 
destination when they only collect and remit in one home rule city/county and the state. 
 
Here too we have seen real progress. With SB 32, legislators overrode home rule 
authority as a matter of statewide concern. As of July 1, 2022, local jurisdictions are now 
prohibited from charging a fee for a local general business license to a retailer that has a 
state standard retail license, makes retail sales within the local taxing jurisdiction, and 
either does not have a physical presence (or has only incidental physical presence) 
within the local taxing jurisdiction. A local taxing jurisdiction is prohibited from 
requiring such a retailer to apply separately to the local taxing jurisdiction for a general 
business license. A local taxing jurisdiction must automatically issue a general business 
license to such a retailer unless the local taxing jurisdiction has previously revoked a 
general business license held by the retailer for a violation of its local code. 
 
Statutory (state collected) sales tax return compliance 
The statutory return was already hard to do and often done incorrectly, so how can 
adding 70 more home rule cities with different tax rules than the state make it easier?  
 
SUTS outstanding issues 

• Account number validation: SUTS is not intuitive. For example, account 
numbers with cities cannot be validated when setting up accounts in SUTS. This 

https://leg.colorado.gov/sites/default/files/2022a_032_signed.pdf
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means that if a taxpayer or their preparer makes a typo, there is no way to 
double-check for errors.  This also creates reconciliation issues with the cities to 
properly attribute the monies received to the right taxpayer account. 

 

• Lack of 100% adoption: As of today, not all Colorado cities are in the SUTS. 
This makes the system less effective due to a lack of being able to register in all 
cities at once. Please keep pushing holdout cities to climb aboard and aid in the 
standardization process. 

 

• Automation: Most of the software vendors — Avalara, OneSource, TaxJar, 
Quaderno, StripeTax, and Vertex — are not linked into SUTS. To my knowledge, 
Avalara, TaxJar, StripeTax, and Vertex are not universally using SUTS to remit 
their customers’ taxes. Furthermore, users of software systems such as TaxJar, 
StripeTax, and Quaderno cannot collect the home rule taxes because none of 
these providers have the rates and/or rules baked into their products, though 
these providers are aware of the issues and are working on them. Thus, to collect 
several layers of tax on one invoice – city, state, county, special district — when 
volume is significant, automation is key. Automation allows the slicing and dicing 
of tax data across invoice, customer, product and jurisdiction. If done manually, 
it is difficult to remit the tax because reconciliation needs to be done to properly 
report the tax, even if collected at the right rate. This manual process has 
inhibited taxpayers from using the SUTS because they cannot easily automate 
sales tax collection, and their choice of sales tax providers is limited. The more 
sophisticated the system, the more expensive the product becomes. If a sales tax 
automation solution addresses home rule city compliance, the cost increases for 
that software license exponentially as well as the cost for each additional return 
counted in the filings. This means that taxpayers choose to activate fewer cities in 
their nexus profile within a software product and limit their licenses to cities 
where they have the largest volume of sales (if they even understand how to 
choose nexus and select cities in the first place). 
 
Furthermore, taxpayers are not solely dealing with Colorado. Taxpayers are 
looking at the entire U.S. to ensure they choose software and systems to automate 
all of their sales tax compliance needs. Having API on SUTs or the tax matrix, is 
not automatable – it only helps with one state, not the other 45 that have a sales 
tax. Thus, sales tax automation is not an easy or inexpensive task. The average 
cost to internally manage a sales tax collection and remittance process, as 
calculated by TaxOps, is $186,000 per annum, which includes the cost of 
automation, a full-time staff to manage the filings with outsourced compliance 
resources, annual licenses/fees, and manually managing use tax on 
products/services consumed by the taxpayer when vendors do not invoice 
properly for sales taxes. The cost to file sales tax returns with a sales tax 
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outsourcing provider in every state, every month, not including home rule cities 
can cost between $16,560 per year (46x12x$35) and $27,600 (46x12x$50). This 
is a significant cost for small-to-midsize business to absorb just to be the 
invoicing arm for government. The cost of software ranges from $5,000 up to 
$50,000+ per year.  
 

• Taxability issues: Taxability issues vary between city and state causing hurdles 
in properly applying tax to invoiced amounts. For example, Colorado does not tax 
SaaS but many of the home rule cities do. These disparities mean that a different 
rate applies to each SaaS invoice. Often taxpayers who do not understand sales 
taxes apply the Colorado rules to all invoices and completely ignore the cities, or 
by contrast they over-collect tax by applying a one-size-fits-all rule. This will lead 
to refund claims, pulling revenue out of government’s coffers for tax collected in 
error. 

 

• Wire transfers: For wire transfer fees on large payments, we have found the 
“convenience fee” to be cost prohibitive for taxpayers. In Payment Option #3 for 
E-Check/Bank Account in the SUTS Portal, taxpayers are charged a convenience 
fee of $1 for E-Check transactions. If the payment is over $10,000 there is an 
additional fee of 0.1%. Payment by E-Check or ACH credit is required for any 
transactions over $5,000 and as such, a taxpayer will not see the credit card 
payment option in their cart if the amount due is more than $5,000. A taxpayer 
can use the E-Check/Bank Account option for any amount owed. Taxpayers who 
are remitting large sums in excess of $10,000 at a time lose additional money out 
of their own pockets to remit the tax. These fees are in addition to the 
administrative costs of people and technology, once again forcing taxpayers to 
take a cost/benefit approach to voluntary compliance. Businesses do not make 
money directly by collecting taxes and though they may appreciate the 
infrastructure that governments create, if given the choice between absorbing the 
costs of compliance or making another non-compliant sale, they are likely to 
choose something that increases business revenue versus payments to 
governments. 

 

• Excessive burden on small businesses: The cost/benefit analysis of sales 
tax compliance for a small business taxpayer demonstrates that the overall costs 
are too high and the money to collect too little to justify the administrative cost 
and burden. As stated earlier, hiring a dedicated sales tax person, implementing 
sales tax software, and filing tax returns can cost a small business $186,000 per 
year, often driving companies to outsource this function to other sales tax 
“specialists.” Most businesses cannot afford a dedicated staff to deal with sales 
tax compliance. These taxpayers turn to outsourcing firms that charge a multiple 
on the cost of preparing returns or software companies promising full 
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compliance, but given they are not typically tax advisors, this heightens the 
potential compliance risk and cost to a small business.  

 

• Validation of tax and when a duty arises to collect: Most taxpayers do not 
understand how to validate an exemption certificate, track it and apply it to their 
business facts. They also do not understand when they had a duty or nexus to 
register. Registrations are typically signed under penalty of perjury, creating 
fiduciary duties between the registrant and government to deliver trust fund 
monies owed to a government and creating an adversarial prohibition to 
voluntary compliance. If the state of Colorado wants more compliance from small 
businesses, simplification is key, like that being created by the SUTS system, this 
task force and the government and business community. 

 
It is my opinion after dealing with thousands of taxpayers in my 27-year career that 
hundreds, if not thousands, of Colorado taxpayers are not compliant with home rule city 
issues. Taxpayers who have never been “caught’ often do not even know how to get 
compliant. Furthermore, millions of businesses worldwide have no idea what a home 
rule city is, nor are out-of-state businesses conversant in the concept of home rule 
filings. This lack of knowledge creates fear and loathing of what would otherwise be a 
voluntary system. 
 
Unique specialization 
Sales tax compliance is a unique specialization that few people within an organization 
understand. CPAs, controllers, financial accountants and even income tax staff do not 
typically understand sales taxes. Even among sales tax people there is confusion about 
what being a “vendor” means and what they are buying when they “automate.” When 
sales tax people turnover, valuable institutional knowledge that is hard to replace is lost. 
 
Education, however, is increasing through outlets like the AICPA, the ABA, and local 
societies as well as professional associations, who are starting to teach more about sales 
and use taxes. At this point, there is light at the end of this tunnel, and we are on our 
way to making meaningful changes with SUTS and other efforts that benefit taxpayers.  
 
Thank you for all your efforts in this area and through the Task Force, and for giving me 
the opportunity to share my experience and knowledge. I am available for questions. 
 

 
Judy Vorndran 
Partner | State and Local Tax 
Jvorndran@taxops.com 
TaxOps.com 
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