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where they aren't required to collect and remit sales tax. You, and your clients, could

be wrong.
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You might think your retail or ecommerce clients have no legal obligation in states
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Use tax notice and reporting requirements difter from state to state, but all strive to
make it so onerous for a business to not collect that it willl voluntarily tax and report

sales instead. Quite a feat, given how complicated sales tax compliance can be.

States stand to gain from use tax notice and reporting requirements no matter what
the business decides. If it chooses to comply with the use tax reporting rather than
collect and remit sales tax, states will obtain the information they need to more

easily enforce use tax compliance on the consumers

Why ask non-collecting sellers to remit consumer use tax
information?

State laws require consumers to remit use tax to state tax authorities whenever a
seller doesn’t collect tax on a taxable transaction at the time of sale. However, use tax
compliance is extremely low — fewer than 2 percent of taxpayers report it — and it’s
difficult for states to enforce. For starters, they’d have to audit everyone to discover
who failed to pay sales tax on taxable purchases. It would be a painstaking process,
and the costs would outweigh the benefits.

Yet retailers have all that information: They know who purchased what, where, and
whether tax was paid. And now they need to share it with states with use tax notice

and reporting requirements.

What is non-collecting seller use tax notice and
reporting?
These laws typically require non-collecting sellers to notify customers about their

potential use tax liability, provide customers with an annual purchase summary, and

provide the state with a customer information report. The precise nature of these
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requirements varies by state: Some states may ask sellers to do more or provide more
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amount paid, and the item type. Here’ a sample annual purchase summary for
Colorado. Most states with these laws require the seller to inform the purchaser that
the total amount of their purchases will be shared with the state tax department, and
that purchasers are required to pay any tax due on their taxable purchases. Sellers
generally aren’t responsible for sharing the taxability of the products sold, though
they can include that information if they know it. As a result, consumers need to
know which of their purchases are taxable and which are exempt to properly remit
use tax. The state may also require non-collecting sellers to include instructions for

remitting use tax revenue.

Annual customer information report. Finally, non-collecting sellers are required to

submit an annual customer information report to the state department of revenue by
a certain date. At a minimum, these must contain each purchaser’s name, billing and
shipping addresses, and the total annual dollar amount of their purchases in the

state. Some states may require additional information. To get a clearer idea of whata

state could require, take a look at Colorado’s use tax reporting instructions.

Which states have use tax reporting requirements for
non-collecting businesses?

To date, use tax notice and reporting laws have been enacted in the following states
(listed with effective date):

e Alabama (July 1,2017)

e Colorado (July1,2017)

e Louisiana (July 1,2017)

e Oklahoma (November 1,2016)
e Pennsylvania (March 1,2018)
e Puerto Rico (July 1,2017)

e RhodeIsland (August 17, 2017)
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e Vermont (July 1, 2017)
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2010 in Colorado. These were challenged and did not take effect until after the
Supreme Court of the United States let them stand. Other states have merely followed

Colorado’s lead.

What now?

Before your business clients decide to comply with use tax notice and reporting
requirements — or not — they should have a clear understanding of what these laws
are and what impact they’ll have on their business. Check out this detailed report
about non-collecting seller use tax reporting to help educate you.
http://bit.ly/20uc6ES.

Sales Tax

CPA Practice Advisor is registered with the National Association of State Boards of Accountancy
(NASBA) as a sponsor of continuing professional education on the National Registry of CPE

Sponsors.

© 2024 Firmworks, LLC. All rights reserved


http://tax.vermont.gov/research-and-reports/legislative-updates/2017?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
https://dor.wa.gov/find-taxes-rates/retail-sales-tax/marketplace-fairness-leveling-playing-field?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
https://www1.avalara.com/us/en/blog/2018/02/hawaii-considersusetaxreportingfornoncollectingsellers.html?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
https://www1.avalara.com/us/en/blog/2018/01/cuomo-proposes-internet-fairness-tax-online-sales-new-york.html?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
http://www.mtc.gov/Uniformity/Project-Teams/Model-SU-Notice-and-Reporting-Statute?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
https://www1.avalara.com/us/en/blog/2016/12/supreme-court-lets-colorados-use-tax-notification-requirement-stand.html?referrer=&lastReferrer=www1.avalara.com&sessionId=1519760390972
http://bit.ly/2ouc6ES
https://www.cpapracticeadvisor.com/section/sales-tax/
mailto:info@cpapracticeadvisor.com

