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Internet purchases often escape sales taxes.

Following the 1992 decision of the United States

Supreme Court in Quill Corporation v. North

Dakota, it is settled law that if a retailer does not

have a physical presence in a state, it has no

duty to collect a sales tax on items shipped to a

purchaser in that state.

By contrast, retailers with a store or other

physical presence located in Mississippi — such

as a distribution warehouse or a showroom —

are obligated to collect the sales tax and send it

to the Mississippi Department of Revenue on all sales it makes to Mississippi purchasers, whether

the purchase was made at the store or through the Internet. Thus, if you order a product from

Wal-Mart’s Internet store, you will pay a sales tax because Wal-Mart has a presence in Mississippi

(and in most other states). As a result, an Internet retailer with no presence in Mississippi enjoys

a 7 percent price advantage over a retailer with a store in Mississippi.

Local retailers across the country have asked Congress to eliminate this price advantageWal by

passing a federal law requiring all Internet retailers to collect sales taxes and send the tax money

to the states. National retailers who have a presence in multiple states support this effort. State

tax officials have also voiced their support in order to collect sales taxes that they are not

currently receiving.

The legislation is known as the “Marketplace Fairness Act” and has caused controversy. The

legislation would require states to simplify and conform their sales tax scheme in order to be able

to participate. There has been an outcry of opposition from citizens who enjoy the “tax-fee”

transactions and who see this initiative as government meddling. Large Internet retailers who

currently are not required to collect sales taxes as well as on-line sales organizations like eBay

also oppose this legislation.

However, many Mississippians are not aware that an Internet or out-of-state purchase on which

sales tax is not paid is currently subject to a use tax if the property is brought into Mississippi. The

use tax rate is the same as the sales tax. The purpose of the use tax is to ensure that

transactions do not escape tax.

The administrative problem with the Mississippi use tax is one of collection. Local retailers and

Internet retailers with a presence in Mississippi are responsible for collecting the sales tax at the

time of the purchase and sending the tax money to the Mississippi Department of Revenue. There

is a mechanism for collecting the Mississippi use tax on vehicles and boats purchased outside the

state through the registration process. However, there is no apparent mechanism for collecting

the use tax on an individual Internet or out-or-state purchase aside from having purchasers pay

at their county tax collector’s office or at a Department of Revenue District Office.

While the use taxes due from individual purchases might seem small or insignificant in amount,

Internet purchases continue to expand and form an ever-increasing percentage of all sales. The

TOP POSTS & PAGES

Ex-MSU president to steer hiring for Yokohama

Tire plant

Corps closing floodgate as rivers rise

New politician w ins office after clerk pulls slip

from hat

State Farm to offer w ind-mitigation discounts

Q&A: Rusty Hampton leaves journalism after 30

years for the engineering field

Counties ‘hoping to get it right’ as they await

Tuscaloosa Marine shale boom

Late cotton planting could boost pest species

Jackson student set to attend Apple developer

conference

Lists

FOLLOW THE MBJ ON TWITTER

http://msbusiness.com/
http://openx.journalinc.com/www/delivery/ck.php?oaparams=2__bannerid=50__zoneid=147__cb=7dba876fee__oadest=http%3A%2F%2Fmsbusiness.com%2Fdigital-editions%2F
http://msbusiness.com/become-an-mbj-insider/
http://msbusiness.com/email-signup/
http://msbusiness.com/wp-login.php?redirect_to=http%3A%2F%2Fmsbusiness.com%2Fblog%2F2012%2F10%2F21%2Fthe-down-low-on-use-taxes%2F
http://msbusiness.com/feed/
http://openx.journalinc.com/www/delivery/ck.php?oaparams=2__bannerid=65__zoneid=151__cb=867fa32c76__oadest=http%3A%2F%2Fwww.marshawstacey.com
http://msbusiness.com/blog/news/
http://www.youtube.com/mbjournal
http://msbusiness.com/digital-editions/
http://msbusiness.com/#/
http://msbusiness.com/events/
http://store.msbusiness.com/
http://msbusiness.com/advertising/
http://msbusiness.com/wp-files/editorial-calendar-2013-2.pdf
http://msbusiness.com/
http://msbusiness.com/about-us/
http://msbusiness.com/current-poll/
http://msbusiness.com/internet-directory/
http://msbusiness.com/next/
http://msbusiness.com/wp-files/forms/mbj-new-digital-checklist_2013.pdf
http://msbusiness.com/
http://msbusiness.com/blog/columns/
http://msbusiness.com/blog/tag/e-commerce/
http://msbusiness.com/blog/tag/internet-purchases/
http://msbusiness.com/blog/tag/mississippi-department-of-revenue/
http://msbusiness.com/blog/tag/quill-corporation-v-north-dakota/
http://www.supremecourt.gov/
http://www.dor.ms.gov/
http://openx.journalinc.com/www/delivery/ck.php?oaparams=2__bannerid=60__zoneid=148__cb=bc95a4dfa3__oadest=http%3A%2F%2Fhttp%3A%2F%2Fmsbusiness.com%2Fbecome-an-mbj-insider%2F
http://msbusiness.com/blog/2013/06/09/ex-msu-president-to-steer-hiring-for-yokohama-tire-plant/
http://msbusiness.com/blog/2013/06/09/corps-closing-floodgate-as-rivers-rise/
http://msbusiness.com/blog/2013/06/09/new-politician-wins-office-after-clerk-pulls-slip-from-hat/
http://msbusiness.com/blog/2010/03/03/state-farm-to-offer-wind-mitigation-discounts/
http://msbusiness.com/blog/2013/06/07/qa-rusty-hampton-leaves-journalism-after-30-years-for-the-engineering-field/
http://msbusiness.com/blog/2013/05/24/counties-hoping-to-get-it-right-as-they-await-tuscaloosa-marine-shale-boom/
http://msbusiness.com/blog/2013/06/09/late-cotton-planting-could-boost-pest-species/
http://msbusiness.com/blog/2013/05/31/jackson-student-set-to-attend-apple-mobile-developer-conference/
http://msbusiness.com/lists/
http://openx.journalinc.com/www/delivery/ck.php?oaparams=2__bannerid=62__zoneid=150__cb=96835474a9__oadest=http%3A%2F%2Fscoreplusprofessional.com%2F


6/10/13 The down low on use taxes - Mississippi Business Journal

msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/ 2/3

P rivacy P olicy  |   Subsc riber A greement  |   C ontac t Us  

C opyright © 2013. M iss iss ippi Bus iness  Journal

Share this:

Like this:

Be the first to like this.

Like

Presidential election: Much is at stake for Mississippi Staplcotn has staying power on Mississippi 100

use taxes due on large purchases of furniture, equipment, jewelry or clothing are not insignificant.

Many states have put in place a mechanism for individuals to report such purchases and pay the

use tax. Very often this mechanism is an entry on the state tax return that requires the taxpayer

to report purchases on which a sales tax was not paid and then to pay the resulting use tax.

Companies that provide tax preparation software have incorporated this item into their product.

The Mississippi Department of Revenue is in the process of examining how to increase public

awareness of the use tax and how to construct a mechanism to collect it. Mississippi needs to be

efficient in collecting all taxes legitimately due to the state. However, there is one twist — sales

taxes are shared with local governments while use taxes go entirely to the state.

In the near future, Mississippi taxpayers may be asked in a formal way to report all Internet or

out-of-state purchases on which a sales tax has not been paid and to pay the use tax due on

these purchases.

Jim Rosenblatt is a retired Judge Advocate General attorney and dean of the Mississippi College School

of Law in Jackson.

To sign up for Mississippi Business Daily Updates, click here. 

POST A COMMENT

Your name: *

E-mail: *

Homepage:

 

 Notify me of follow-up comments by email.

 Notify me of new posts by email.

Senators introduce bill aimed at keeping down 

flood insurance costs

 msbusiness.com/?p=76390

MS Business Journal 

@mbjournal

Officials overrun by records; supervisors 

conference room in jeopardy

 msbusiness.com/?p=76388

MS Business Journal 

@mbjournal

Auditor hands county check for ex-clerk's theft

 msbusiness.com/?p=76386

MS Business Journal 

@mbjournal

26m

29m

32m

Tweets Follow Follow @mbjournal@mbjournal

Tweet to @mbjournal

Search for:  Search

Twitter LinkedIn Facebook Email Google +1 Digg

Pinterest

Privacy & Terms

Type the two words

http://djournal.com/pages/privacy_policy
http://djournal.com/help/terms_of_service
http://msbusiness.com/contact-us
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=twitter&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=linkedin&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=facebook&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=email&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=google-plus-1&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=digg&nb=1
http://msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/?share=pinterest&nb=1
http://widgets.wp.com/likes/#
http://msbusiness.com/blog/2012/10/21/presidential-election-much-is-at-stake-for-mississippi/
http://msbusiness.com/blog/2012/10/21/staplcotn-has-staying-power-on-mississippi-100/
http://msbusiness.com/email-signup/
http://t.co/xpCchoZ1fq
https://twitter.com/mbjournal
http://t.co/fIcGoZm1Y8
https://twitter.com/mbjournal
http://t.co/4GNYCWfgw3
https://twitter.com/mbjournal
https://twitter.com/mbjournal/statuses/344117212984000515
https://twitter.com/mbjournal/statuses/344116370348339200
https://twitter.com/mbjournal/statuses/344115675037573120
https://twitter.com/mbjournal
https://twitter.com/intent/follow?original_referer=http%3A%2F%2Fplatform.twitter.com%2Fwidgets%2Ffollow_button.1370380126.html&region=follow_link&screen_name=mbjournal&tw_p=followbutton&variant=2.0
https://twitter.com/intent/tweet?screen_name=mbjournal
http://www.google.com/intl/en/policies/


6/10/13 The down low on use taxes - Mississippi Business Journal

msbusiness.com/blog/2012/10/21/the-down-low-on-use-taxes/ 3/3

200 N. C ongress  Street, Suite 400, Jackson, MS 39201 

601.364.1000  800.283.4625


