
SALES TAX

3 Sales Tax Mistakes New Business
Owners Must Avoid
Here are three sales tax mistakes a lot of small business owners make when they’re
�rst starting out (and in some cases, even after they’ve been up and running for
years).
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It’s an exciting time — you’re starting a business, with dreams of success,
independence, and �nancial freedom.

You’ve got big things to consider, from your business structure to your competition in
the marketplace. Yet some of the things that might not be top of mind are also really
important: like what you’ll do to manage your sales tax obligations.
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Here are three sales tax mistakes a lot of small business owners make when they’re
�rst starting out (and in some cases, even after they’ve been up and running for
years).

1. Ignoring sales tax entirely. You might think you don’t need to charge tax on your
sales or the service or products you provide, but if you’re not absolutely sure, you’re
maneuvering in risky territory. The �rst thing you need to do is make sure that you
understand nexus, which determines where your business needs to collect sales tax.
(If you have questions, contact a tax professional or explore our solutions.)
Businesses that don’t collect and remit taxes when they should are putting
themselves at risk for additional fees as well as heightened audit risk.

2. Reporting incorrect �gures. With thousands of sales tax jurisdictions across the
U.S., keeping track of the right amount to charge and remit can be a huge challenge
— one that often trips up business owners. If you sell online, your sales tax data is
often scattered across multiple platforms and jurisdictions, too. You can labor for
hours trying to make sure you’re getting all your numbers right, but there are also
really helpful automated solutions from Avalara that are made just for small
businesses.

3. Not �ling, or missing due dates. Figuring out the rules and procedures for each
state can be just as challenging as determining how much and where to charge.
When do you need to �le? How often do you need to �le? Have requirements
changed? All of these obligations  are mandatory, not optional, and if things fall
through the cracks, you might end up paying late fees or non-�ling penalties.
Remember, most states require you to �le a return even if you didn’t collect any sales
tax for the period.

Sales tax issues don’t have to put a damper on the excitement of your new business —
get off to a good start by educating yourself about your obligations, and using the
right tools to meet them.

 

Mike Plaster is a former journalist who now owns and runs a small business. He
writes for the Avalara blog, where he focuses on issues important to small business
owners and Amazon sellers.
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