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Table 1: Examples of Congressional Preemption of State Tax Authority 

4 U.S.C. § 111 Preempting discriminatory state taxation of federal employees 

4 U.S.C. § 113 Preempting state taxation of nonresident members of Congress 

4 U.S.C. § 114 Preempting discriminatory state taxation of nonresident pensions 

7 U.S.C. § 2013 Preempting state taxation of food stamps 

12 U.S.C. § 531 Preempting state taxation of Federal Reserve banks, other than real estate 

taxes 

15 U.S.C. § 381 et seq. Preempting state and local income taxes on a business if the business’s in-

state activity is limited to soliciting sales of tangible personal property, with 

orders accepted outside the state and goods shipped into the state.  

(Often referred to as Public L. 86-272.) 

15 U.S.C. § 391 Preempting discriminatory state taxes on electricity generation or 

transmission 

31 U.S.C. § 3124 Preempting state taxation of federal debt obligations 

43 U.S.C. § 1333 (2)(A) Preempting state taxation of the outer continental shelf 

45 U.S.C. § 101 Preempting state income taxation of nonresident water carrier employees 

45 U.S.C. § 501 Preempting state income taxation of nonresident employees of interstate 

railroads and motor carriers, and Amtrak ticket sales 

45 U.S.C. § 801 et seq. Preempting discriminatory state taxation of interstate railroads 

47 U.S.C. § 151 Preempting state taxation of Internet access, aside from grandfathered taxes 

47 U.S.C. § 152 Preempting local but not state taxation of satellite telecommunications 

services 

49 U.S.C. § 101 Preempting state taxation of interstate bus and motor carrier transportation 

tickets 

49 U.S.C. § 1513 et seq. Preempting state taxation of interstate air carriers and air transportation 

tickets 

49 U.S.C. § 40101 Preempting state income taxation of nonresident airline employees 

49 U.S.C. § 40116(b) Preempting state taxation of air passengers 

49 U.S.C. § 40116(c) Preempting state taxation of flights unless they take off or land in the state 

50 U.S.C. § 574 Preempting state taxation of nonresident members of the military stationed 

temporarily in the state 
Source: Tax Foundation compilation. 

                                                 



 

                                                 



 

 

 



 

Figure 1: New State/Local Sales Tax Jurisdictions Created Each Year 

 

 

 

Figure 2: Sales Tax Jurisdictions with Changes Each Year 

 



 

 

Table 2: Example of Sales Tax Complexity: Taxation of a Bottled Frappuccino® 

Beverage Under Current and Proposed State Legislation 

State Tax on Bottled 

Frappuccino®? 

Enacted 

Arkansas 

Tennessee 

Virginia 

West Virginia 

 

No 

Yes 

No 

Yes 

Proposed 

Arizona 

California 

Connecticut 

Hawaii 

Illinois 

Mississippi 

Montana 

New Mexico 

Oregon 

Rhode Island 

Tennessee 

Texas 

Utah 

Vermont 

 

No 

No 

Unclear 

Yes 

Yes 

Yes 

Yes 

Yes 

No 

No 

Yes 

Yes 

Yes 

Yes 
Source: Scott Drenkard, Overreaching on Obesity: Governments Consider New Taxes on Soda and Candy, Tax 

Foundation Special Report No. 196 (Oct. 2011) 

 

Table 3: Other Examples of Contributors to Sales Tax Complexity 

 

States With Local Option Sales Taxes: 37 

 

 

States That Permit Local Government to Define 

A Separate Sales Tax Base: 7 

 

 

States With Sales Tax Holidays: 17 

 



 

 

 

 

 

 

                                                 



 

 



 

Table 4: Status of State Efforts to Defy Quill Legislatively 

Arkansas Enacted mid-2011. 

California Enacted mid-2011 but effective date postponed after agreement reached with state. 

Colorado Enacted 2010. Ruled unconstitutional. 

Connecticut Enacted mid-2011. 

Illinois Enacted 2011. Ruled unconstitutional. 

New York Enacted 2008. In litigation. 

North Carolina Enacted 2009. Ruled unconstitutional. 

Rhode Island Enacted 2009. Officials report that the law has reduced state tax collections. May be 

repealed. 

Source: Tax Foundation compilation. Does not include states where legislation was proposed but not adopted. 

 

 



 

 

 

Table 5: Examples of Purchases Required to Be Disclosed to State Officials under 

the North Carolina Law  

Bipolar Disorder: A Guide for Parents and Families 

He Had It Coming: How to Outsmart Your Husband and Win Your Divorce 

Living with Alcoholism: Your Guide to Dealing with Alcohol Abuse and Addiction While Getting the Alcoholism 

Treatment You Need 

What to Do When You Can’t Get Pregnant: The Complete Guide to All the Technologies for Couples Facing 

Fertility Problems 

Outing Yourself: How to Come out as Lesbian or Gay to Your Family, Friends, and Coworkers 

Lolita (1962) 

Brokeback Mountain (2005) 

Fahrenheit 9/11 (2004) 

Source: ACLU brief in the North Carolina case.

                                                 

http://www.taxfoundation.org/blog/show/28111.html


 

 

 

 

 

 



 

 

Table 6: Provisions of Current Pending Federal Legislation 

Before Collecting Remote Use Tax, State 

Must… 

Marketplace 

Equity Act 

Marketplace 

Fairness Act 

Main Street 

Fairness Act 

Designate one state entity to collect, process, and 

audit returns for all tax jurisdictions in the state.    

Establish unified audit of remote sellers for all taxing 

jurisdictions in the state.    

Establish a single tax return for all taxing jurisdictions 

in the state.    

Provide or certify tax collection and remittance 

software. (Note: Not necessarily free software)    

Hold remote sellers harmless for errors in state-

provided software.    

Adopt standardized definitions of commonly taxed 

goods.    

Offer immunity to remote sellers who misapply sales 

tax holidays.    

Compensate vendors.    
Offer a single statewide blended rate as an option.    
Require local jurisdictions to use the state’s sales tax 

base.    

Require local jurisdictions to align geographically with 

5-digit zip codes    

 
Legislation explicitly preempts other state efforts to 

force use tax collection by tax out-of-state sellers.    

“Small seller exception” $1m in U.S., 

$100k in state 
$500k in U.S. To be set 

Legislation establishes federal court jurisdiction for 

enforcing simplification standards.    

Source: Tax Foundation review of legislation. Main Street Fairness Act review includes only provisions 

incorporated in federal law, not those merely adopted by its Governing Board. 



 

Note: Some states levy gross receipts taxes in addition to sales taxes. See Table 20 for information on gross receipts taxes.  
(a) City, county and municipal rates vary. These rates are weighted by population to compute an average local tax rate. (b) Three states collect 
a separate, uniform "local" add-on sales tax: California (1%), Utah (1.25%), Virginia (1%). We include these in their state sales tax. (c) The sales 

taxes in Hawaii, New Mexico and South Dakota have broad bases that include many services, so their rates are not strictly comparable to 
other states. (d) Due to data limitations, table does not include sales taxes in local resort areas in Montana. (e) Some counties in New Jersey 
are not subject to the statewide sales tax rate and collect a local rate of 3.5%. Their average local score is represented as a negative.  

Source: Tax Foundation; Sales Tax Clearinghouse.



 

 

State and Local Sales Tax Rates 
 

 

As of January 1, 2012 
  

State 

State Tax 

Rate Rank 

Avg. Local 

Tax Rate (a) 

Combined 

Rate Rank 

 Ala. 4.00% 38 4.33% 8.33% 8 

 Alaska None 46 1.77% 1.77% 46 

 Ariz. 6.60% 9 2.52% 9.12% 2 

 Ark. 6.00% 16 2.58% 8.58% 6 

 Calif. (b) 7.25% 1 0.86% 8.11% 12 

 Colo. 2.90% 45 4.54% 7.44% 15 

 Conn. 6.35% 11 None 6.35% 31 

 Del. None 46 None 0.00% 47 

 Fla. 6.00% 16 0.62% 6.62% 29 

 Ga. 4.00% 38 2.84% 6.84% 24 

 Hawaii (c) 4.00% 38 0.35% 4.35% 45 

 Idaho 6.00% 16 0.02% 6.02% 35 

 Ill. 6.25% 13 1.95% 8.20% 10 

 Ind. 7.00% 2 None 7.00% 20 

 Iowa 6.00% 16 0.81% 6.81% 25 

 Kans. 6.30% 12 1.96% 8.26% 9 

 Ky. 6.00% 16 None 6.00% 36 

 La. 4.00% 38 4.85% 8.85% 3 

 Maine 5.00% 31 None 5.00% 43 

 Md. 6.00% 16 None 6.00% 36 

 Mass. 6.25% 13 None 6.25% 33 

 Mich. 6.00% 16 None 6.00% 36 

 Minn. 6.875% 7 0.30% 7.18% 17 

 Miss. 7.00% 2 0.004% 7.00% 19 

 Mo. 4.225% 37 3.26% 7.49% 14 

 Mont. (d) None 46 None 0.00% 47 

 Nebr. 5.50% 28 1.27% 6.77% 26 

 Nev. 6.85% 8 1.08% 7.93% 13 

 N.H. None 46 None 0.00% 47 

 N.J. (e) 7.00% 2 -0.03% 6.97% 22 

 N.M. (c) 5.125% 30 2.12% 7.24% 16 

 N.Y. 4.00% 38 4.48% 8.48% 7 

 N.C. 4.75% 35 2.10% 6.85% 23 

 N.D. 5.00% 31 1.39% 6.39% 30 

 Ohio 5.50% 28 1.25% 6.75% 27 

 Okla. 4.50% 36 4.16% 8.66% 5 

 Ore. None 46 None 0.00% 47 

 Pa. 6.00% 16 0.34% 6.34% 32 

 R.I. 7.00% 2 None 7.00% 20 

 S.C. 6.00% 16 1.13% 7.13% 18 

 S.D. 4.00% 38 1.39% 5.39% 41 

 Tenn. 7.00% 2 2.45% 9.45% 1 

 Tex. 6.25% 13 1.89% 8.14% 11 

 Utah (b) 5.95% 27 0.73% 6.68% 28 

 Vt. 6.00% 16 0.14% 6.14% 34 

 Va. (b) 5.00% 31 None 5.00% 43 

 Wash. 6.50% 10 2.30% 8.80% 4 

 W.Va. 6.00% 16 None 6.00% 36 

 Wis. 5.00% 31 0.43% 5.43% 40 

 Wyo. 4.00% 38 1.34% 5.34% 42 

 D.C. 6.00% (16) - 6.00% (36) 

 



 



 

 


