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collect sales tax without one. Getting a sales tax permit is just one of the many
things you have to do when you start a business. To get one, complete your ...
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“Do I have to collect sales tax?” For small-business owners, that can be a tough
question to answer (you can learn more about finding that answer here). Butin
truth, it just might be the easiest part of the process — because if you do need to

charge tax, a host of other questions come up:

“How do I pay sales tax for my business?”
“How is sales tax calculated?”

“Do I need a sales tax license?”

“How do I file a return? When do I file it?”
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The answers to those questions can vary depending on a number of things: your

Hello. It looks like you’re using an ad blocker that may prevent our website from

working properly. To receive the best experience possible, please make sure any blockers

are switched off and refresh the page.

If you have any questions or need help you can email us

state where you need to collect and remit tax.

Registering for a sales tax permit or license

First and foremost, you'll need to get a sales tax permit — it’s against the law to
collect sales tax without one. Getting a sales tax permit is just one of the many things
you have to do when you start a business. To get one, complete your application
either online or submit a paper form. You might also have to pay a fee and renew

your permit every so often.

(It’simportant to note that different states have different names for these permits,
too: It could be a “sales tax permit,” a “seller’s permit,” or something else. The good

news is that states’ web pages on sales and use taxes are usually pretty clear.)

Finally, once you get your permit, you'll probably have to postit at your business if

customers or clients visit your location.

Collecting sales tax

If your business has a physical location (or locations), you’ll need to configure your
checkout system to charge the appropriate sales tax for each location. Again, thisis
where more research is required. States have a base sales tax level, with cities and
counties often levying an additional tax, so your tax obligation will differ by
location. Some products are exempt from sales tax as well, so two of your very similar

products might have different rates.

Even more complex is the case of remote sales. Until a June 21, 2018, ruling by the
Supreme Court of the United States (South Dakota v. Wayfair, Inc.), only businesses
with a physical presence in a state could be taxed by that state. Now, economic and

virtual contacts with a state may be enough to trigger a tax collection obligation.
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That means online businesses could have to collect and remit tax in thousands of
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Filing your sales tax

You can file your taxes and submit your payments online with each state, but be sure
to check the requirements. Depending on the size of your business, or how much
revenue you have in a particular state, you might have to file monthly or quarterly. If
you collect very little tax, you might only need to file once a year. But even if you

don’t collect any tax for a given period, in many states you still need to file.

Here’s one bit of good news: Some states offer a discount if you file on time, which

means you get to keep some of the tax you collect.

Nobody said running a business would be easy, and tax issues make it that much

harder. Sales tax automation tools can help make it easier.

(This article first appeared on the Avalara blog: www.avalara.com/us/en/blog.html

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://www.avalara.com/
http://www.avalara.com/us/en/blog.html
https://www.cpapracticeadvisor.com/section/sales-tax/
mailto:info@cpapracticeadvisor.com

