
3 REASONS SALES TAX RATE 
TABLES DON'T ADD UP

Sales tax is complicated. And thanks to new regulations 
and laws, it’s getting even more complex. When many 
businesses start out, they rely on sales tax rate tables to 
determine the appropriate sales tax rates to apply to their 
sales. But as businesses grow, many begin to realize that 
sales tax rate tables don’t add up. Read on to see three 
reasons why it’s likely time to rethink the use of tax tables 
in your business.

Reason 1
TAX RATE TABLES ARE FREQUENTLY OUT OF DATE, WHICH LEADS TO 
AUDIT RISK 
In the United States alone, there were more than 36,000 changes to sales tax laws in 2017. That 
means there were close to 100 changes every single day. So, it’s no wonder tax rate tables are 
constantly out of date.

And even if businesses have access to up-to-date rate tables, they require manual intervention to 
ensure systems are kept up to date and leveraging the most recent rules and rates for sales tax. 
Manually keying in new rates isn’t only a time intensive task, but it’s error prone due to manual 
data entry. 

Businesses can benefit from a solution that updates rates and rules as they change so that they 
don’t need to monitor those changes and manually make updates. 

Reason 2
TAX TABLES LACK PRODUCT TAXABILITY INFORMATION 
Knowing a tax rate isn’t very helpful if you don’t know whether it applies to a given product. With 
millions of different product and services, it’s difficult to know what sales tax rate needs to be 
applied at the SKU level, especially when the vary from state to state. 

For example, did you know that in New York, tacos are taxable, but burritos aren’t? Or that in 
Indiana a Snickers bar is taxable, while KitKat and Twix aren’t? 



While we hope you find this information valuable, it’s not a substitute for tax advice from a certified tax professional. If you’re unsure 
of your tax liabilities, please contact a tax expert.
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The complexity of varying tax rates for products and services compounds as you start selling 
across state lines, and thanks to the Supreme Court of the United States ruling in South Dakota v. 
Wayfair Inc., it’s more likely than ever to have an obligation to collect sales tax across state lines. 

Businesses need to ensure they’re calculating sales tax rates based on where they sell and what 
they sell, a gap that is often exposed when traditional tax rate tables are used.

Reason 3
TAX RATE TABLES, TYPICALLY BASED ON ZIP CODES, AREN'T 
GEOGRAPHICALLY PRECISE    
Zip codes don’t align neatly with tax jurisdictions, so if you’re relying on zip codes to determine 
the  sales tax rate to charge, you might be charging incorrect rates. There are more than 12,000 
tax jurisdictions in the U.S. and addresses within the same zip code might be in different tax 
jurisdictions with different tax rates. Tax tables tend to show the highest possible rate for a given 
ZIP code, which can lead to a competitive disadvantage if you’re overcharging customers because 
of the wrong tax rate. 

In order to ensure you’re charging the appropriate rate, you need rooftop-level accuracy to 
calculate sales tax with precision.

THE SOLUTION TO TAX RATE TABLES
You need a solution that maintains and updates rates and rule changes as they happen, allows you to 
charge the proper tax rates based on the products you sell, and provides rooftop-level tax rates, so you 
can rest assured knowing you’re charging the appropriate rate. For all of this, look no further than 
Avalara AvaTax. 

Learn more about AvaTax today

https://www.avalara.com/us/en/products/small-business/accountant-directory.html
https://www.avalara.com/us/en/learn/sales-tax/south-dakota-wayfair.html
https://www.avalara.com/us/en/products/sales-and-use-tax/avatax.html



