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The Streamlined Sales Tax Project is an effort created by state governments, with input from
local governments and the private sector, to simplify and modernize sales and use tax collection
and administration. The Project’s proposals will incorporate uniform definitions within tax
bases, simplified audit and administrative procedures, and emerging technologies to substantially
reduce the burdens of tax collection. The Streamlined Sales Tax System is focused on improving
sales and use tax administration systems for both Main Street and remote sellers for all types of
commerce.

Thirty-eight states are currently involved in the project. Thirty-two states are voting participants
in the project because their legislatures have enacted enabling legislation or their governors have
issued executive orders or a similar authorization. Six states are non-voting participants in the
work of the project because they do not have the formal commitment of the state executive or
legislative branches.

The project has addressed its issues through a steering committee and four work groups: Tax
Base and Exemption Administration; Tax Rates, Registration, Returns and Remittances;
Technology, Audit, Privacy and Paying for the System; and Sourcing and Other Simplifications.
Businesses—including national retailers, trade associations, manufacturers, technology
companies, and others--have actively participated in Project meetings by reviewing proposals
and providing feedback to the states on key elements of the new system.

The key features of the Streamlined Sales Tax System include:

Uniform definitions within tax bases. Legislatures still choose what is taxable and
exempt but will use the common definitions for key items in the tax base.

Simplified exemption administration for use- and entity-based exemptions. Sellers are
relieved of the “good faith” requirements that exist in current law and will not be liable
for uncollected tax. Purchasers will be responsible for incorrect exemptions claimed.



Rate simplification. States will be responsible for the administration of all state and local
taxes and the distribution of the local taxes to the local governments. State and local
governments will use common tax bases and accept responsibility for notice of rate and
boundary changes. States will be encouraged to simplify their own state and local tax
rates.

Uniform sourcing rules. The states will have uniform sourcing rules for all property and
Services.

Uniform audit procedures. Sellers who participate in one of the certified Streamlined
Sales Tax System technology models will either not be audited or will have a limited
scope audit, depending on the technology model used.

Paying for the system. To reduce the financial burdens on sellers, states will assume the
responsibility for implementing the Streamlined Sales Tax System.

Participation in the system by both vendors and states is voluntary. Also, registration by vendors
in the Streamlined Sales Tax System does not infer nexus for business activity or income tax
purposes.

The Streamlined Sales Tax System will provide sellers the opportunity to use one of three
technology models. A seller may select Model 1 where a Certified Service Provider performs all
of the seller’s sales tax functions. A seller may select Model 2, a Certified Automated System, to
perform only the tax calculation function. A larger seller with nationwide sales that has
developed its own proprietary sales tax software may select Model 3 and have its own system
certified by the states. However, some sellers may choose to continue to use their current
systems and still enjoy the benefits of simplification.

On December 22, 2000 state representatives to the Streamlined Sales Tax Project voted to
approve a Uniform Sales and Use Tax Administration Act and Streamlined Sales and Use Tax
Agreement. State legislatures began considering the Act and Agreement in January 2001.

The approval of the Act and Agreement provides the basis for states to enact legislation to
provide the benefits of simplification to vendors in their state. However, the Project will
continue its work throughout 2001 to incorporate additional elements into the system. These
elements may include additional uniform definitions, a uniform tax return, and revisions to the
technology models based upon information gained through the testing of tax collection software.



PARTICIPATING/OBSERVER STATES

At its March 2000 meeting, the rules adopted by the Streamlined Sales Tax Project anticipated
two levels of activity in the Project as dictated by the executive and legislative branches in each
interested state. “Participating” states represent those states in which the Governor has signed an
Executive Order or the legislature has passed legislation authorizing state personnel to participate
in the discussions of the Project. Participating states are also voting representatives in the
Project. “Observer” states represent those states that have expressed an interest in the Project’s
mission but have not received the executive or legislative authorization to become a Participating
state. Observer states participate in all Project meetings but do not have voting status within the
Project.

As of July 1, 2001, the following list represents Participating and Observer states in the Project.

Participating States (33) Observer States (6)
Alabama California
Arkansas Colorado
Florida Connecticut
Illinois Georgia
Indiana Idaho
lowa Pennsylvania
Kansas

Kentucky

Louisiana

Maine

Maryland

Michigan

Minnesota

Mississippi

Missouri

Nebraska

New Jersey

Nevada

North Carolina

North Dakota

Ohio

Oklahoma

Rhode Island

South Carolina

South Dakota

Tennessee

Texas

Utah

Vermont

Washington

West Virginia

Wisconsin

Wyoming







