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 How do I determine if I have nexus?

 I have nexus. What now?

 I have nexus but haven’t been collecting or filing. What should I do? 

 What are my filing options?

 When are the filing due dates?

 What are my payment options?

 What if I’m registered but did not collect any tax?

 What if I’m collecting but not filing returns?

 How do I keep up with changes?

 What do I do if I receive a notice from the state?

 What happens if I miss a deadline?

 Can I earn any discounts for filing on time? 

 What is a home rule state?

 What is the Streamlined Sales and Use Tax Agreement?

 What are my options for filing returns?

CONFUSED BY SALES TAX FILING AND REMITTANCE? 
WE’RE HERE TO HELP.  

On the following pages, you’ll find answers to the most commonly asked questions about sales 

tax filing and remittance. Understanding your responsibilities and options when it comes to 

filing each month will help you stay compliant, especially in the face of changing sales tax 

obligations. Start from the top or click on a specific question to jump directly to the answer.
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2018 WAS A YEAR OF MANY CHANGES. 
ARE YOU ADAPTING? 

To maintain sales tax compliance and stay on top of your nexus obligations, you need to keep up with 
changing legislation, rules, and sales tax rates. In the past year, there were many legislative changes to state 
laws and requirements, the most significant being the end of the physical presence limitation. In June 2018, 
the Supreme Court of the United States (SCOTUS) overruled the physical presence standard that prevented 
states from collecting sales tax on remote sales. The physical presence standard for nexus was not removed, 
it was simply expanded to also include economic activity thresholds. In light of the ruling, states are now 
adopting policies to tax remote sales and collect additional revenue from businesses without a physical 
presence. If your sales tax obligation expands, so does your responsibility to file and remit.

Each state has its own way of implementing standard processes around filing and remitting sales tax, so 
it can be important to know the basics before you dive into state by state regulations. To help you get up 
to speed on the basics and prepare to take on new obligations, we’ve compiled some of the most common 
questions when it comes to filing your state sales tax returns. For any business, staying up to date and 
managing these changes is critical to maintaining sales tax compliance.

New requirements  
remote sellers need to 
watch in 2019
As a result of the Wayfair decision, 
states are focusing on four trends 
in sales tax legislation that have 
a significant impact on sales tax 
collection and filing obligations for 
remote sellers.

Economic nexus laws impose a nexus obligation  
on businesses that surpass a revenue and/or 
transaction threshold.

Marketplace facilitator laws require marketplace 
facilitators like Amazon, Etsy, Walmart, etc. to  
collect and remit sales tax on behalf of their 
marketplace sellers.

Use-tax reporting requirements force non-collecting 
sellers to either register and collect sales tax or 
provide states with information to facilitate use  
tax collection.

Sales tax sourcing rules require in-state and  
out-of-state sellers to collect and remit the full tax 
rate in effect at the location of the consumer.

https://www.avalara.com/content/dam/avalara/public/documents/pdf/Five-steps-for-managing-sales-tax.pdf
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How do I determine if I have nexus?
The first step in ensuring you maintain compliance is to 
determine where you need to register and collect sales 
tax before you eventually file and remit. Identifying the 
connection that establishes a sales tax obligation is a 
concept known as nexus. 

Getting nexus right is critical to achieving sales tax 
compliance. Nexus is the connection between a business 
and a state that creates a sales tax obligation. In states 
where you have nexus, you need to register, collect, file, 
and remit sales tax, so you need to know and understand 
those states’ rules. Nexus is created when you have a 
physical presence like a storefront, but there are other 
ways to create nexus as well. As stated above, exceeding 
a sales or transaction threshold is getting a lot of 
attention lately and is now grounds for establishing 
nexus in more than 30 states. However, the physical presence precedent isn’t going anywhere, and additional 
activities such as employing remote workers, attending trade shows, drop shipping, advertising, or housing 
inventory are all related to physical presence.

Nexus rules vary by state and are subject to change, so it can be challenging to keep up with them all.  
As states are looking for additional avenues for revenue, many are expanding their definitions of nexus 
and increasing the ways businesses can trigger a tax obligation.

I have nexus. What now?
Once you determine that your business has a nexus obligation in a state —either from reaching a threshold 
or physical presence activities —there are some standard steps to take. First, you must register with the 
taxing authority in that state, then start to collect sales tax based on the specific rates and rules, and finally, 
you must file and remit to the appropriate jurisdiction. A handful of states allow local tax jurisdictions to 
operate under home rule, whereby they can establish their own sales tax rates, rules, and regulations (while 
abiding by state laws). In the few home rule states, you can have nexus not only within the state, but with 
local jurisdictions as well, each of which may require separate filing procedures.

I have nexus but haven’t been collecting or filing. What should I do? 
If you previously established nexus in a jurisdiction where you’re not registered and collecting sales tax, you 
may have a past tax liability that has gone unaddressed. To rectify this situation, you may need to take 
additional steps to become compliant with the tax jurisdiction, such as backfiling unpaid taxes or 
participating in a voluntary disclosure agreement. In some cases, new economic nexus laws may expose 
taxpayers to past tax liability for some businesses. 

FAQS ABOUT SALES TAX FILING AND REMITTANCE

??
? !

!

https://www.avalara.com/us/en/learn/nexus.html
https://www.avalara.com/content/dam/avalara/public/documents/pdf/I-Think-I-Have-Nexus.pdf
https://www.avalara.com/us/en/products/professional-services.html
https://www.avalara.com/us/en/blog/2018/05/debunking-4-mythsaboutvoluntarydisclosureagreements.html
https://www.avalara.com/us/en/blog/2019/01/economic-nexus-laws-may-expose-taxpayers-to-past-tax-liability.html
https://www.avalara.com/us/en/blog/2019/01/economic-nexus-laws-may-expose-taxpayers-to-past-tax-liability.html
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What are my filing options?
Today, all states offer options to file and pay sales taxes electronically. These options include online filing 
and telefiling. Online filing requires setting up a business account through a secure system with the state tax 
authority. A few states now require electronic filing for all taxes. Some require electronic filing for sales above 
a certain threshold only, and some still allow taxpayers to fill out and mail in paper forms. Understanding the 
correct filing and payment procedures for states where you have nexus is crucial, as one size does not fit all.

Please note that electronic filing requirements may differ from electronic payment requirements.

When are the filing due dates?
When you register with a state for a sales tax permit, the state 
will assign you a filing frequency, usually based on the amount 
of sales tax you’re projected to owe (your sales tax liability). 
This could be monthly, quarterly, yearly, or other. Some states 
even have schedules that are inverse quarterly, meaning 
you must file every month outside of the four quarters. Your 
payment is also due at these times. Generally, the higher your 
tax liability, the more frequently you’re required to file. While 
due dates are generally set on a standard date (e.g., the 20th 
of the month), keep in mind that these dates may be adjusted 
to account for holidays and weekends. You may or may not get 
a notice of when your tax is due, so it’s important to be aware 
of both your frequency and your specific due dates to ensure 
that you’re filing on time and to avoid any late penalties.

What are my payment options?
Many states offer several ways to pay electronically but have different rules for those options. While some 
states still accept checks or money orders for sales taxes, electronic payments are increasingly common. 
These may be referred to as electronic funds transfers (EFTs), echecks, or epayments, and may be completed 
by making payments directly from your bank account via an American Clearing House (ACH) transfer or other 
direct-debit system, or via credit or debit card. Often, credit card payments are processed through outside 
vendors that may charge a fee for the service.

Some states require businesses with sales tax liability over a certain amount to 
make prepayments on their tax liability, meaning several payments may be required 
within one reporting period.

It’s important to know when electronic payments need to be initiated so that they’ll 
be credited in time to meet the required due dates. Different forms of electronic 
payment may delay crediting the payment to your account.

DUE
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What if I’m registered but did not collect any tax?
Most states that have sales tax require you to file if you’re registered, even if you didn’t actually collect any 
sales tax. This is called zero-tax filing.

What if I’m collecting but not filing returns?
A sales tax obligation with a tax jurisdiction requires that you register, collect, and file returns. This includes 
remittance of any sales tax collected. Collecting sales tax from customers and not remitting it to the taxing 
authorities is a serious matter. To collect tax, you’re legally required to register with the state and obtain a 
tax license or permit. If taxing authorities discover you’re collecting sales tax without authorization, it can 
lead to penalties, fines, and possibly imprisonment. And collecting but not filing returns in jurisdictions 
where you have a sales tax obligation is illegal and puts your company at risk.

How do I keep up with changes?
Because tax regulations are constantly changing, your filing frequency and due dates can change along with 
your business circumstances. It’s important to pay attention to any regulation updates sent out from your 
taxing authority to make sure you’re aware of any changes that could affect your filing and remittance. It’s 
also helpful to review the taxing authority’s website and other resources from time to time, just to make 
sure you’re following the latest directives.

What do I do if I receive a notice from the state? 
A tax notice is a notification from a tax jurisdiction informing you of a requirement, 
adjustment, or error involving your tax account. You may receive a notice by email or by 
postal mail. Common reasons for receiving a notice are missed payments, rate changes, 
filing frequency requirement updates, or just to communicate information. Any time you 
receive a tax notice from a jurisdiction where you file and remit payment, you should review 
the notice to determine which type of notice it is and act accordingly.

What happens if I miss a deadline?
All states impose penalties for late filing and payment, often 
a percentage of the unpaid tax plus interest. Penalties and 
interest are often calculated in a complex and confusing 
manner, but they can add up quickly and result in substantial 
costs to your business. So, if you must miss a payment 
deadline, it’s key to file as soon as possible to minimize any 
late fees. Gaps in your filing history or issues with past filings, 
such as under- or over-reporting, may result in the need to 
backfile your sales tax returns. 
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Can I earn any discounts for filing on time? 
Yes. Many states offer incentives for businesses that file and remit on time and a couple of states reward 
businesses for filing sales tax early. Vendor discounts for filing and paying sales tax on time (and correctly) 
vary by state and may change annually. They may not seem significant at first; however, even the smallest 
discounts can add up over time. 

What is a home rule state? 
Some states allow local tax jurisdictions to operate under home rule, whereby they can establish their 
own sales tax rates, rules, and regulations (while abiding by state laws). Currently, there are five home rule 
states: Alabama, Alaska, Arizona, Colorado, and Louisiana. Not all localities choose to adopt home rule. In 
general, once you’ve established nexus in a home rule state, you’re required to collect the appropriate tax 
in all localities administered by the state. If you establish nexus in a home rule locality, you’re required to 
collect the appropriate taxes in that locality but not necessarily in other localities within the state. Sales tax 
compliance in home rule states is notoriously complicated because nexus-creating activities can differ by 
locality, resulting in complexity with sales tax filing and remittance. This means if you must file in home rule 
states, you’ll likely encounter multiple rates, forms, deadlines, processes, and rules.

In four of the five home rule states, local jurisdictions may make their own determination of nexus (while 
adhering to state laws). In some local jurisdictions in these states, the obligation to collect is based on the 
activities and connections a business has with the locality, not the state at large. Bear in mind that local 
jurisdictions that choose to have their local tax administered by the state will follow state nexus rules.

However, in Alaska, there is no statewide sales tax, so many local jurisdictions can and do collect local sales 
taxes. By the very nature of the system in Alaska, local jurisdictions are all separate nexus determinations.

TIMELY FILING DISCOUNTS AND HOME RULE STATES
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Timely Filing Discount States 
28 states currently offer vendor 
discounts for on-time filers

Home Rule States 
5 states that allow local jurisdictions to establish 
their own sales tax rates, rules, and regulations

https://www.avalara.com/us/en/blog/2019/01/vendor-discounts-for-filing-sales-tax-on-time-in-2019.html
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What is the Streamlined Sales and Use Tax Agreement? 
There is some good news for customers that sell in the 24 states that are members of the Streamlined 
Sales and Use Tax Agreement (SSUTA or SST). SST is the result of a cooperative effort between state and 
local governments and the business community. The goal of SST is to simplify sales and use tax collection 
and administration for retailers and states, particularly for companies doing business in multiple states. 
Participating states must simplify and centralize aspects of their sales tax administration such as rates, 
rules, registration, remittance, consumer privacy protection, audits, and exemption certificates. Companies 
can achieve quick compliance by participating in the SST program. 

If your company registers through the SST Registration System, you can register in all 24 SST member 
states using a single form and you have the option of hiring a Certified Service Provider (CSP). A CSP allows 
businesses registered with SST to fully outsource their sales and use tax management processes. And by 
registering for SST, a business is eligible to use CSP services for free. Some business may also qualify for 
Volunteer status with additional benefits including free registration, transactions, filing, and audit protection 
in states where the business qualifies for SST Volunteer status. Avalara is proud to be a member of the first 
group of SST Certified Service Providers.

STREAMLINED SALES TAX (SST) AND NON-SALES-TAX STATES

SST member states 

Non-sales-tax states

https://www.avalara.com/us/en/products/sales-and-use-tax/streamlined-sales-tax.html
https://www.avalara.com/us/en/products/sales-and-use-tax/streamlined-sales-tax.html
https://www.avalara.com/dam/avalara/public/editorial/wayfair_v_southdakota/SSTDatasheetFinal.pdf
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What are my options for managing sales tax returns?
Your first option is to manage the filing and payment process manually, yourself 
— and, as you may be aware, that can be very time-consuming and inefficient. To 
help minimize some of the headaches, we created States and Dates 2019, our 
annual state-by-state guide for sales tax returns filing and remittance.

If you’re interested in getting help with filing and remitting your returns, you 
have many options. You can hire a CPA to assist with your returns process. In this 
case, you’ll still need to gather the appropriate data and then submit it to your 
CPA for filing and payment. 

If you want to automate your returns, a variety of software solutions that 
come with different levels of service. However, unless your tax calculation 
and filing software are integrated, you’ll have to complete some work manually.

Automated sales tax filing software, such as Avalara Returns, can streamline the 
sales tax filing process for you. With Avalara Returns, filing your sales tax returns 
each month is seamless because your tax data is already available in Avalara 
AvaTax. Whether you’re filing in one state or several, your filing and remittance 
process scales seamlessly with your growing business so you file more accurately 
and on time. Let Avalara handle the hassle of returns filing and payments for 
you — it’s automated, easy, and efficient.

IN-HOUSE CPA

PROS

•  Minimize additional
costs by using existing
employees

•  Strict control over the
process

•  Access to subject matter
expertise and service
oriented resources

•  Offload the effort and
have someone else deal
with it

•  Seamless integration between AvaTax and Returns
•  File on time, every time, resulting in time and cost

savings
•  Single payment to Avalara, which is then disbursed

to the tax authorities
• Choice to file in only the complex states

CONS

•  Reduced morale due
to tedious and manual
work

•  Duplicate training 
costs due to employee
turnover

• Increased cost
•  Manual work necessary

to supply the required
data and reports to
the CPA

•  Lack of continuity if the
relationship expires

• Additional cost
•  Not auto-pilot – you still need to review and approve

your monthly sales tax liability
•  Less seamless to businesses not using Avalara

AvaTax

OPTION 1 
IN-HOUSE

OPTION 2 
CPA

OPTION 3 
AUTOMATED 

FILING SOLUTIONS

https://www.avalara.com/content/dam/avalara/public/documents/pdf/States-and-dates-2019.pdf
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While we hope you’ll find the information helpful, this guide does not offer a substitute for professional legal 
or tax advice. If you have questions about your tax liability or concerns about compliance, please consult your 
qualified legal, tax, or accounting professional.

About Avalara 
Avalara helps businesses of all sizes get tax compliance right. In partnership with leading ERP, accounting, ecommerce and 
other financial management system providers, Avalara delivers cloud-based compliance solutions for various transaction 
taxes, including sales and use, VAT, excise, communications, and other indirect tax types. Headquartered in Seattle, Avalara 
has offices across the U.S. and around the world in the U.K., Belgium, Brazil, and India.

AV-3666-19

If you’re an Avalara Customer, contact your Avalara Account Manager to 
learn more. If you’re not already a customer but are interested in learning 
more about Avalara solutions, please call 877-759-6520.
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