
Good Products Make Sales Tax Easier
Column: From the Trenches

Aug. 01, 2008

From the August 2008 Issue

Sales tax is notably more dif�cult in many U.S. states. I’d say it 
is impossible to correctly calculate the tax manually, and enforcement is becoming 
more aggressive. Of course, you already know that if you live in one of the 
more complex states like Colorado or Tennessee. I have had a wonderful life 
in Kansas, but our sales tax is calculated on point of delivery, which makes 
manual or table-driven calculation of sales tax almost impossible. Currently, 
there are 10,000+ sales tax jurisdictions in the United States, and if you do 
business in multiple states or live in a state that has dif�cult sales tax, 
you can’t live without a product that calculates sales tax.

A number of products are quite good, and several are reviewed in the sales 
& use tax product review that begins on page 24 of this issue. Three of 
my favorite products are Avalara AvaTax, CCH’s Sales Tax and SpeedTax. 
I have a pretty good list of sales tax products at
www.accountingsoftwareworld.com/salestax.

Here are some key things you need to consider whether you are selecting a 
sales tax product for your own company or recommending a solution to your clients:

Many sales tax products interface into popular accounting products. If 
you are involved with QuickBooks, MAS 90, Dynamics GP, SAP, or a lengthy list 
of other accounting products, there are options for you to buy, integrate 
and solve the problem quickly. Trying to maintain tables in packaged software 
is generally ineffective today.
If you have a proprietary or non-standard system, your choices are fewer, 
but publishers have created products that can be easily integrated into legacy 
systems. Having programmers maintain tax tables probably borders on ludicrous.
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Trying to use zip codes to calculate tax is inaccurate because tax boundaries 
don’t follow zip code lines. Geolocation is about the only accurate 
methodology. If you thought politicians did a lot of gerrymandering for elections, 
you should see what is done in the name of taxation!
Only a few web stores actually calculate sales tax correctly. Trying to 
create an accurate tax model in a website without purchasing a sales tax product 
is likely a waste of company resources.
New features such as use tax, payment remittance, and automated sales tax 
forms �lings are becoming the feature battleground for publishers.
Many of the new products are Software as a Service (SaaS) models so you 
only pay for the transactions actually used. This eliminates the complications 
of installing the product in-house, and performance seems to be quite acceptable.
I refuse to let my clients operate without a sales tax product unless they 
never do business outside of a few cities in a state without sales tax issues. 
A pretty good rule here is that if a company does business in more than one 
state, it will probably have sales tax issues, and sometimes a single city 
is bad enough that you can’t do taxes manually.

What are the top reasons for using a Sales Tax product?

Too cumbersome to maintain rates/boundaries and too expensive to maintain 
taxability research
Accuracy of the tax table information with minimal in-house labor required
High risk to do manually and adds no value to the business
Ease of installation
Assistance with or ease of self-�ling forms
Avoidance of sales tax audits in SST-compliant states
Bad audit – don’t want to repeat the experience
Ability to do business easily in multiple jurisdictions.

You might ask if I follow my own advice, and you can be assured that I use 
sales tax software in my own business. The risk to the business plus the time 
wasted before we acquired a product was so signi�cant. For the trivial amount 
of fees that my operations pay to our provider, we have a high degree of con�dence 
in our sales tax �lings and use much, much less administrative time than before 
installation. One of my key mantras for 2008 is to simplify. I know sales tax 
software truly has made the tax part of my operation much simpler. Please review 
and implement a sales tax product for you or your  
clients. I’m sure you will wish you had done it sooner.
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