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Chart Builders

State Tax Navigators combine state tax law information with comprehensive explanations,
links to the relevant primary sources, and supporting information.
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Expert Analysis

State Tax content is organized both topically and by individual state. The information combines state tax law
information with comprehensive explanations, links to the relevant primary sources, and supporting information.
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State Tax Developments Tracker

Track and summarize daily state tax developments across a full range of tax topics

. Selectively filter by

jurisdiction, topic, type of tax, and date range to easily track developments. The tracker offers a customized
email feature that allows users to receive notifications by preferred topic, jurisdiction, and/or type of tax.
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Sales and Use Tax on Drop Shipments

Dear Client,

The rise of internet sales has created many confusing situations for retailers and
whaolesalers. and one of the more confusing situations is the drop shipment rule. The drop
shipment rule is a question of whether a whaolesaler is responsible for collecting sales and
use taxes when there is a sale by a retailer to a consumer where the item sold is purchased
from, and delivered by, a wholesaler that is registered to collect sales and use taxes in the
state where the consumer it located.

Drop shipments occur when a retailer takes an order and has a wholesaler directly ship the
product to a customer, The wholesaler will invoice the retailer and the retailer will invoice
the customer. When the wholesaler Is registered to collect sales and use taxes In the state
of purchaser. this can result in the wholesaler being required to collect sales and use tax
from the either the customer. or retailer. However. if a common carrier is used to ship the
product from wholesale to purchaser, the whaolesaler may not be required to collect sales
and use taxes because title is assumed to pass from the wholesaler to the retailer upon
delivery to the carrier.

The responsibility to collect taxes on drop shipments vastly differs depending on the
individual state, For example, California Lakes a very broad definition of the drop shipment
rule, and on sales and use tax collection responsibilities, in general. In a ransaction
involving multiple sales to a California resident, the first registered California retailer is
responsible for collecting sales and use tax. This means that even if a commaen carrier is
used. the registered wholesaler would be responsible for collecting sales and use taxes.
While Florida, following a narrower version of the rule, only requires a registered whalesaler
to collect sales and use tax if the property sold is located in Florida, but not if the property
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