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Methods for calculating sales tax may vary depending on the volume of calculations that you need to complete. Manual Calculation: Calculating U.S. sales tax is simple once you know the tax rate and the price of the item or service. Here’s a step-by-step explanation: Step 1: Know the Sales Tax Rate The sales tax rate is usually expressed as a
percentage and can vary based on: State taxes: Each state has its own base sales tax rate. Local taxes: Some cities or counties add their own additional rates. Step 2: Find the Taxable Price The taxable price is the total amount of the item or service before tax. Some items, like groceries or medicine, may not be taxable depending on the state. For
example: Buying a jacket: $50 (taxable in most states). Buying groceries: $30 (often not taxable). Step 3: Multiply the Taxable Price by the Tax Rate Convert the sales tax rate from a percentage to a decimal by dividing it by 100, then multiply it by the taxable price. Formula: Sales Tax = Taxable Price x Sales Tax Rate For example: If the price is
$50 and the sales tax rate is 8%, the calculation is: $50 x 0.08 = $4. Step 4: Add the Sales Tax to the Price Once you calculate the sales tax, add it to the original price to find the total cost. Using the above example: Total Cost = $50 + $4 = $54 What If There Are Multiple Tax Rates? In areas with both state and local taxes, combine all rates first,
then calculate the tax: Example: State tax = 6%, City tax = 2%, County tax = 1%. Total tax rate = 6% + 2% + 1% = 9%. Tax on $100 item: $100 x 0.09 = $9. This step-by-step method ensures you can calculate sales tax accurately, whether you’'re shopping or running a business! Software and Other Calculation Options: Using software to calculate
sales tax is a practical solution for businesses of all sizes. Sales tax software automates the process, ensuring accuracy and compliance with constantly changing tax rates and regulations. Here are the key options available: Dedicated Tax Software: Tools like Avalara and Vertex, Inc. handle tax rate updates, calculations, and filing. Great for all
business sizes. Accounting Software: Programs like QuickBooks and Xero include built-in sales tax features, perfect for small businesses. E-Commerce Platforms: Platforms like Shopify and WooCommerce calculate taxes at checkout. POS Systems: Tools like Square and Toast handle sales tax for in-person sales. ERP Systems: Advanced systems like
SAP and NetSuite for larger businesses with complex needs. APIs: Custom integrations like Avalara API or Stripe Tax for tailored solutions. Factors to Consider When Choosing Software Business Size: Small businesses might prefer simple solutions like QuickBooks, while larger enterprises may need Vertex or SAP. Integration: Ensure compatibility
with your current accounting, POS, or e-commerce platforms. Cost: Pricing varies widely; some tools charge per transaction, while others offer monthly subscriptions. Complexity of Tax Needs: If you sell in multiple states or internationally, choose software with comprehensive compliance features. You also will want to consider the taxability of what
you are selling and confirm the solution you select maintains all the taxability rules. Using the right software can save time, reduce errors, and ensure compliance with sales tax laws across jurisdictions. 1 Multiply the cost of an item or service by the sales tax in order to find out the total cost. The equation looks like this: Item or service cost x sales
tax (in decimal form) = total sales tax. Add the total sales tax to the Item or service cost to get your total cost.[1] Calculating Sales TaxChange the sales tax into decimal form. For instance: 7.5% sales tax becomes .075 in decimal form3.4% sales tax becomes .034 in decimal form5% sales tax becomes .05 in decimal form Formula: Item or service cost x
sales tax (in decimal form) = total sales tax.Sample calculation: $60 (item cost) x .075 (sales tax) = $4.50 total sales tax 2 Once you've calculated sales tax, make sure to add it to the original cost to get the total cost. If the total sales tax is $5 and your original item cost was $100, your total cost will be $105.[2] Advertisement 1 Try this example. You're
buying a basketball in the state of Colorado, where sales tax is 2.9%.[3] The basketball costs $25. How much is the total cost of the basketball, including sales tax? SolutionConvert the percentage sales tax into decimal form: 2.9% becomes .029.Multiply it out: $25 x .029 = $.73, or $25.73 total cost 2 Try another example. You're buying groceries in
the state of Mississippi, where the sales tax is 7%.[4] The grocery bill costs $300. How much is the total cost of the grocery bill, including sales tax? SolutionConvert the percentage sales tax into decimal form: 7% becomes .07.Multiply it out: $300 x .07 = $21, or $321 total cost 3 Try a third example. You're buying a car in the state of Massachusetts,
where sales tax is 6.25%.[5] The car costs $15,000. How much is the total cost of the car, including sales tax? SolutionConvert the percentage sales tax into decimal form: 6.25% becomes .0625.Multiply it out: $15,000 x .0625 = $937.5, or $15,937.5 total cost Advertisement 1 "De-calculate" by working backward if you know the original cost of the
item.[6] You can work backwards to figure out the sales tax rate as long as you know how much the item initially cost. ExampleLet's say you bought a computer, listed at $1,200, and the total bill came out to $1,266, meaning that the sales tax was $66. What is the sales tax rate?Take the tax rate and divide it by the original price: $66 + $1,200 =
.055Convert the decimal into a percentage by moving the decimal point two places to the right: .055 becomes 5.5%Your original sales tax rate is 5.5% 1 Know that some American states do not have sales tax. These states currently include:[7] Delaware New Hampshire Montana Oregon Alaska 2 Know that states levy different taxes for different goods.
A state or district, such as District of Columbia, may have a general sales tax of 6%, but set the tax rate on liquor and prepared food at 10%.[8] New Hampshire, for example, has no general sales tax but still taxes restaurants, food services, hotels, room rentals, and motor vehicle rentals at 9%.[9] Massachusetts, for example, only starts counting sales
tax associated with clothing when the bill exceeds $175. So if you buy under $175 worth of clothing in Massachusetts, the state government won't tax it.[10] 3 Be sure to check with your local state and city when calculating sales tax. We don't often talk of "city sales tax," but it's there.[11] Most people, however, just lump it in with state sales tax. If
you want to know exactly how much money you'll pay in taxes for a certain item, check your local state and city tax laws for more information Each city has its own tax, and it depends on where it's shipping to and where it's shipping from. Make real-world math click. "I've struggled with word problems and applying math concepts to real-life
situations. After searching the web for help with sales tax homework, I found this guide. The step-by-step examples using actual tax rates showed me how to calculate total costs. Now, these practical math problems make sense!" - Ella K. Deliver your "aha" moment. "As a visual learner, I've never fully grasped how to figure sales tax. But the pictures
demonstrating the equations in this article finally made it click! I followed along on my calculator, and the lightbulb went on. These effective visuals, paired with clear instructions, delivered my "aha" moment." - Christen J. Empower those intimidated by math. "Honestly, I've always found math intimidating and avoided finance concepts like sales tax.
But this article explained everything in simple terms, even I could understand. After just 10 minutes of following the examples, I grasped sales tax for the first time ever. It's empowering to gain this real-world skill." - Stacy R. Clarify a confusing real-world skill. "I've been stuck not understanding sales tax for years, even though I use it practically
every day. This guide clearly walked through the formulas and calculations in a way I could finally comprehend. Breaking down a confusing real-world skill through visuals and straightforward instruction was so helpful." - Saffron R. Did you know that wikiHow has collected over 365,000 reader stories since it started in 2005? We’d love to hear from
you! Share your story here. Advertisement Add New Question Question Does Amazon pay sales tax for sellers? Gina D'Amore Financial Accountant Gina D'Amore is a Financial Accountant and the Founder of Love's Accounting. With 12 years of experience, Gina specializes in working with smaller companies in every area of accounting, including
economics and human resources. She holds a Bachelor's Degree in Economics from Manhattanville College and a Bookkeeping Certificate from MiraCosta College. Amazon does not pay the merchant sales tax—they collect it and give it to the appropriate state and city. It's very complicated! As a seller, it helps a lot call a sales tax agency to assist you
with paying your sales tax. Question How do I add 6% sales tax to an amount? Multiply the amount x 1.06. This will give you the total amount, including the tax. The "1" is 100% of the item cost, and the ".06" is the tax rate of 6%. For example, you buy a screw driver set for $10.00 and the sales tax rate is 6%. $10.00 x 1.06 = $10.60. This is your total,
including tax. Question Can 6% be written as 0.0600? 6% would be 0.06, all you do is move the decimal two spaces to the left. For example 6% sales tax on an item would be calculated by multiplying the total cost by the decimal form of the percentage. Say the total cost was $30.00, it would be calculated as 30 x 0.06 = 1.8 then add the quotient to the
original cost. See more answers Ask a Question Advertisement Thanks Thanks Advertisement This article was co-authored by Gina D'Amore. Gina D'Amore is a Financial Accountant and the Founder of Love's Accounting. With 12 years of experience, Gina specializes in working with smaller companies in every area of accounting, including economics
and human resources. She holds a Bachelor's Degree in Economics from Manhattanville College and a Bookkeeping Certificate from MiraCosta College. This article has been viewed 2,131,875 times. Co-authors: 46 Updated: May 26, 2025 Views: 2,131,875 Categories: Taxes Article SummaryXTo figure out sales tax on an item, you’ll need to know your
local sales tax rate. You can easily find this information by searching online for the sales tax rate in your city and state. Once you know the tax rate in your area, convert the sales tax rate from a percent to a decimal by moving the decimal point two places to the left. Then, multiply the resulting number by the list price of an item to figure out the sales
tax on that item. So, let’s say you’re buying something that costs $27.95, with a local tax rate of 8%. You’d multiply 27.95 by .08, giving you a sales tax amount of $2.24. Add that amount to the price of the item to find your total cost with tax. In this case, the total would be $30.19. But what if you already know the total cost of an item after taxes, and
you want to figure out the tax rate based on that? To do this, subtract the list price of the item from the total after taxes. This will give you the amount of sales tax you paid. Then, divide the tax amount by the list price. Move the decimal point in the resulting number 2 spaces to the right to get the tax rate as a percentage. For instance, if the list price
is $72.50, and you paid $75.05, then you paid $2.55 in taxes. 2.55 divided by 72.50 is 0.035, which means the tax rate is 3.5%. For more information on how to calculate sales tax, including some examples, scroll down! Print Send fan mail to authors Thanks to all authors for creating a page that has been read 2,131,875 times. "Honestly, I've always
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Send fan mail to authors Thanks to all authors for creating a page that has been read 2,131,875 times. "Honestly, I've always found math intimidating and avoided finance concepts like sales tax. But this article explained everything in simple terms, even I could understand. After just 10 minutes of following the examples, I grasped sales tax for the
first time ever. It's empowering to gain this real-world skill."..." more Share your story Calculate sales tax and price after tax given your state's sales tax rate. Enter price before tax and tax percentage. Then find sales tax amount and total price after tax. You can also calculate price before tax, find the original price and total price after tax, or
calculate the sales tax rate. How to Calculate Sales Tax Multiply the price of your item or service by the tax rate to get the sales tax amount. If your tax rate is a percentage, divide that number by 100 to get tax rate as a decimal. Then use this number in the sales tax calculation. Follow these steps to calculate sales tax: Find price before tax and sales
tax percentage Divide tax percentage by 100 to get sales tax rate as a decimal Multiply price by this tax rate to get sales tax amount Add sales tax amount to original price to get total price after tax For example, say you're buying a new coffee maker for your kitchen. The price of the coffee maker is $70 and the sales tax for your state is 6.5%. Price
before tax is $70 and sales tax percentage is 6.5% Divide sales tax percentage by 100: 6.5/ 100 = 0.065 Multiply original price by decimal tax rate: 70 * 0.065 = 4.55 You will pay $4.55 in sales tax on a $70 item Add sales tax to price before tax to get total price: 70 + 4.55 = $74.55 Sales Tax Calculation Formulas There are 5 variables in the sales tax
calculation: price before tax, sales tax rate as a percentage, sales tax rate as a decimal, sales tax amount, and price after tax. You can use these formulas to find the value of any sales tax variable. Sales tax amount = original price X sales tax rate as a decimal Sales tax rate as a decimal = sales tax percent / 100 Total price after tax: Total price after
tax = price before tax + sales tax amount, or Total price after tax = price before tax + (price before tax x sales tax rate), or Total price after tax = price before tax x ( 1 + sales tax rate) Original price before tax = total price after tax / (1 + sales tax rate as a decimal) Sales tax amount = total price after tax - price before tax Sales tax rate % = (sales
tax amount / price before tax) x 100 What is Sales Tax? Sales tax is a tax on the sale of goods and services. It is a tax imposed by states to fund state government services like education and environmental programs, transportation and infrastructure, and healthcare and public service programs. In the US and the District of Columbia all states except
Alaska, Delaware, Montana, New Hampshire and Oregon impose a state sales tax when you buy items or pay for services. Alaska however does allow localities to charge local sales taxes as do many other states. Some states do not charge sales tax on certain categories of items. In Massachusetts for example sales tax is not charged on regular grocery
items. But you would pay sales tax if you bought a pre-made sandwich in a grocery store. Many states have additional tax surcharges. In the hospitality industry it is common for restaurants and hotels to charge a tax rate higher than the regular state sales tax rate. This is sometimes known as a "tourist tax." Check with your state and locality for
expected sales tax rates and potential "extra tax" rates. Look Up Your State and Local Sales Tax Rates Do You Need to Pay Sales Tax on a Vehicle or an Auto Loan? Most likely, yes, you should expect to pay a sales tax when you buy a car. If you use an auto loan to purchase your vehicle, the sales tax is calculated on the price of the car and is rolled
into your loan amount. Some non-profit organizations may be exempt from sales tax, but individuals generally are not. If you have any questions about paying sales tax you should consult a tax professional who is familiar with your state's sales tax laws. To calculate state sales tax, use tax and local sales tax see the CalculatorSoup® State and Local
Sales Tax Calculator. For a up-to-date state sales tax rates see State and Local Sales Tax Rates at taxfoundation.org. For more detail including local tax rates or type of purchase see Wikipedia Tax Tables by State. Sales tax is an important part of any business. It is a tax imposed by the government on the sale of goods and services. Calculating sales
tax can be a complicated process, but it is essential for businesses to understand how to do it correctly. This guide will provide an overview of how to calculate sales tax, as well as provide examples to help you understand the process. We will also discuss the different types of sales tax and how they are applied. By the end of this guide, you should
have a better understanding of how to calculate sales tax and how it affects your business. How to Calculate Sales Tax: A Step-by-Step Guide Welcome! Calculating sales tax can be a tricky business, but it doesn’t have to be. With this step-by-step guide, you’ll be able to calculate sales tax in no time. Let’s get started! Step 1: Determine the Sales Tax
Rate The first step in calculating sales tax is to determine the sales tax rate. This rate varies from state to state, so you’ll need to check with your local government to find out the exact rate. Step 2: Calculate the Taxable Amount Once you know the sales tax rate, you'll need to calculate the taxable amount. This is the amount of the purchase that is
subject to sales tax. To calculate the taxable amount, simply subtract any discounts or exemptions from the total purchase price. Step 3: Calculate the Sales Tax Now that you know the taxable amount and the sales tax rate, you can calculate the sales tax. To do this, simply multiply the taxable amount by the sales tax rate. The result is the amount of
sales tax due. Step 4: Add the Sales Tax to the Total Purchase Price The final step is to add the sales tax to the total purchase price. This will give you the total amount due, including the sales tax. And that’s it! You now know how to calculate sales tax. With this step-by-step guide, you’ll be able to calculate sales tax quickly and easily. Good luck! How
to Calculate Sales Tax in Different States Calculating sales tax can be a tricky business, especially if you're selling products in multiple states. Every state has its own sales tax rate, and some even have additional local taxes. To make sure you’re charging the right amount of sales tax, you'll need to do a bit of research. First, you’ll need to find out the
sales tax rate for each state you’re selling in. You can usually find this information on the state’s department of revenue website. Once you have the rate, you’ll need to calculate the amount of sales tax you need to charge. To do this, simply multiply the sales tax rate by the total amount of the sale. For example, if you’re selling a product for $100 and
the sales tax rate is 5%, you’ll need to charge $5 in sales tax. READ ALSO: Amazon FirestickIn some states, you may also need to charge additional local taxes. To find out if this applies to you, you'll need to check with the state’s department of revenue. If you do need to charge local taxes, you'll need to calculate them separately. Once you've
calculated the sales tax, you'll need to add it to the total amount of the sale. This will ensure that you're charging the right amount of sales tax and that you're in compliance with the law. Calculating sales tax can be a bit of a hassle, but it’s important to make sure you’'re doing it correctly. With a bit of research and some simple math, you can make
sure you're charging the right amount of sales tax in each state. How to Calculate Sales Tax on Online Purchases Making online purchases can be a great way to save time and money, but it’s important to remember that you may still be responsible for paying sales tax. Calculating the amount of sales tax you owe on an online purchase can be a bit
tricky, but with a few simple steps, you can easily figure it out. First, you’ll need to determine the sales tax rate for the state where the purchase is being made. This rate can vary from state to state, so it’s important to make sure you have the correct rate. You can usually find this information on the state’s website or by calling the state’s department
of revenue. Once you have the sales tax rate, you’ll need to calculate the amount of sales tax you owe. To do this, simply multiply the purchase price by the sales tax rate. For example, if you purchase an item for $100 and the sales tax rate is 5%, you would multiply $100 by 0.05 to get $5. This means you owe $5 in sales tax on the purchase. Finally,
you’ll need to add the sales tax to the purchase price to get the total cost of the item. In this example, the total cost of the item would be $105 ($100 + $5). By following these steps, you can easily calculate the amount of sales tax you owe on an online purchase. Knowing the sales tax rate and how to calculate it can help you budget for your purchases
and ensure that you're paying the correct amount of tax. How to Calculate Sales Tax on Multiple Items Calculating sales tax on multiple items can be a bit tricky, but it doesn’t have to be! Here’s a step-by-step guide to help you figure out the total cost of your purchase, including sales tax. Step 1: Gather the necessary information. You’ll need to know
the cost of each item, the sales tax rate for your area, and the total cost of the items before tax. Step 2: Calculate the total cost of the items before tax. To do this, simply add up the cost of each item. READ ALSO: Mid-Cap: definition and its role in investingStep 3: Calculate the sales tax. Multiply the total cost of the items before tax by the sales tax
rate for your area. This will give you the amount of sales tax you owe. Step 4: Calculate the total cost of the purchase. Add the total cost of the items before tax and the amount of sales tax you owe to get the total cost of the purchase. And that’s it! With these four simple steps, you can easily calculate the sales tax on multiple items. Happy shopping!
How to Calculate Sales Tax on Services Calculating sales tax on services can be a tricky business. Depending on where you live, the rules and regulations for sales tax on services can vary greatly. To make sure you're calculating the right amount of sales tax, it’s important to understand the basics of how sales tax works. First, you need to determine if
the service you’re providing is taxable. Generally, services are taxable if they are performed in the same state where the customer is located. However, there are some exceptions, so it’s important to check with your local tax authority to make sure you’re following the correct rules. Once you’ve determined that the service is taxable, you’ll need to
figure out the sales tax rate. This rate is usually based on the customer’s location, so you’ll need to know the customer’s zip code or city and state. You can then look up the applicable sales tax rate for that area. Once you have the sales tax rate, you’ll need to calculate the amount of sales tax due. To do this, simply multiply the sales tax rate by the
total cost of the service. For example, if the service costs $100 and the sales tax rate is 6%, the sales tax due would be $6. Finally, you'll need to add the sales tax to the total cost of the service. This will give you the total amount due from the customer. Calculating sales tax on services can be a bit complicated, but with a little research and
understanding of the rules, you can make sure you're charging the right amount of sales tax. How to Calculate Sales Tax on Shipping Charges Calculating sales tax on shipping charges can be a tricky task. Depending on the state you live in, the rules for calculating sales tax on shipping charges can vary. Here are some tips to help you figure out how
to calculate sales tax on shipping charges. First, you need to determine if the state you live in requires sales tax to be charged on shipping charges. Some states do not require sales tax to be charged on shipping charges, while others do. Check with your state’s department of revenue to find out if your state requires sales tax to be charged on
shipping charges. If your state does require sales tax to be charged on shipping charges, you will need to calculate the sales tax rate. The sales tax rate is typically based on the location of the customer. For example, if the customer is located in a state with a 6% sales tax rate, then you would need to charge 6% sales tax on the shipping charges.
READ ALSO: Offer vs. ask price: what's the difference?Once you have determined the sales tax rate, you will need to calculate the amount of sales tax to be charged. To do this, you will need to multiply the shipping charges by the sales tax rate. For example, if the shipping charges are $10 and the sales tax rate is 6%, then the amount of sales tax to
be charged would be $0.60 ($10 x 0.06). Finally, you will need to add the sales tax to the total amount due. This will give you the total amount due, including the sales tax on the shipping charges. Calculating sales tax on shipping charges can be a tricky task, but with these tips, you should be able to figure out how to calculate sales tax on shipping
charges. Good luck! How to Calculate Sales Tax on Returns and Refunds If you’'ve made a purchase and need to return it, you may be wondering how to calculate sales tax on returns and refunds. It’s important to understand the process so you can make sure you’re getting the right amount of money back. Here’s a quick guide to help you out. First,
you'll need to figure out the amount of the refund. This is the amount of money you’ll be getting back from the store. If you're returning an item, the refund amount will be the purchase price minus any applicable restocking fees. Next, you’ll need to calculate the sales tax on the refund. To do this, you’ll need to know the sales tax rate in your area.
You can usually find this information on your local government’s website. Once you have the rate, you can multiply it by the refund amount to get the sales tax on the refund. Finally, you’ll need to subtract the sales tax from the refund amount. This will give you the total amount of money you’ll be getting back from the store. By following these steps,
you can easily calculate sales tax on returns and refunds. Knowing how to do this can help you make sure you’'re getting the right amount of money back when you make a return. Conclusion In conclusion, calculating sales tax can be a tricky process, but with the right information and examples, it can be done quickly and accurately. Knowing the
applicable sales tax rate and the total cost of the item or service being purchased is essential for calculating the correct amount of sales tax. Additionally, it is important to remember that sales tax is not always the same across different states and localities, so it is important to check the applicable rate before calculating the sales tax. Sales tax is a
percentage of a retail price. To calculate it, convert the state sales tax percentage to a decimal, then multiply it by the retail price of the product or service. For example, let's say Kwame is purchasing a laptop for $1,200 in California, where the sales tax rate is 7.25%. Here’s what that calculation would look like: 7.25 + 100 = 0.07250.0725 x $1,200
= $87 The sales tax would be $87. This amount would need to be added to the original price of the laptop. The final price of the laptop would be $1,287. Consumers pay a percentage-based sales tax at the point of purchase of many goods and services, though exemptions exist for certain categories, differing by state.Sales tax is imposed at the state
level and provides revenue for the government. Sales tax can be calculated by converting the sales tax percentage to a decimal, and then multiplying it by the retail price of a good or service. Calculating sales tax is simple as long as you understand state sales tax rates and collection requirements in the state(s) where the transactions are taking
place. Here’s how to calculate the sales tax on an item or service: Know the retail price and the sales tax percentage.Divide the sales tax percentage by 100 to get a decimal.Multiply the retail price by the decimal to calculate the sales tax amount. Expressed as a formula, the calculation is: (Sales tax percentage + 100) X price of good or service The
final price of the item is the amount of tax plus the original price of the item before tax. The number of states, plus the District of Columbia, that have a sales tax of 5% or higher. Sales taxes are administered at the state level, but they can be levied at the municipal or county level as well. Alaska, for example, has no state sales tax, but many
municipalities within Alaska levy sales taxes that range from 1% to 7%. Not all states have a sales tax. Besides Alaska, Delaware, Montana, New Hampshire, and Oregon do not levy any state sales taxes. The sales tax rate in the United States ranges from 0% in the aforementioned states to 7.25% in California, with Indiana, Mississippi, Rhode Island,
and Tennessee following closely at 7%. Sales tax does not apply to all goods and services; most states have exemptions on certain categories, such as food, clothing, medicine, newspapers, and utilities. The exemption categories vary by state. Another consideration is that sales tax may be charged for online sales, depending on whether the seller is
considered to have nexus in a state. Generally, for tax purposes, nexus is understood to mean a physical presence, such as a warehouse, office, or employee who resides in the state. However, this definition comes into tension with the presence of mass ecommerce retailers, such as Amazon. In an attempt to capture tax on online sales, several states
have passed “Amazon laws,” which have shifted the definition of nexus. What that means is that although online sellers such as Amazon may not have a physical presence in a given state, they may be recognized as having a “constitutionally significant connection” to that state and are therefore required to pay sales tax in certain states. Let’s say
Emilia is buying a chair for $75 in Wisconsin, where the tax rate is 5%. Here’s how the tax would be calculated:5 + 100 = 0.05 0.05 x $75 = $3.75The amount of sales tax that would apply to Emilia's purchase of this chair is $3.75. Once the tax is added to the original price of the chair, the final price including tax would be $78.75. Delaware,
Montana, New Hampshire, and Oregon do not have any state sales taxes. Alaska doesn’t levy state sales taxes, either, but the state allows cities and counties to charge their own taxes. The highest sales tax rate is California’s, at 7.25%. The second highest rate, found in Indiana, Mississippi, Rhode Island, and Tennessee, is 7%.Alaska, Delaware,
Montana, New Hampshire, and Oregon do not impose any sales tax. (However, additional taxes may be charged in local and municipal jurisdictions within Alaska.) In the context of sales tax, the term “nexus” refers to the presence of a business in a state. Traditionally, this has meant a physical presence (for example, a warehouse, an office building,
or an employee) in a given state; however, in some states, legislation related to e-commerce has shifted the definition to encompass a “constitutionally significant connection” (not necessarily physical) with the state. Value-added tax (VAT) systems levy consumption taxes on goods and services at every stage of the supply chain where value is added.
Unlike a conventional sales tax, which is usually charged as a percentage of a retail purchase, a value-added tax is calculated according to the cost of a product minus the costs of materials in the product that have previously been taxed. Sales tax is a simple calculation based on the percentage of a retail price of a good or service. To calculate it,
convert the sales tax percentage to a decimal, then multiply it by the retail price of the product or service. For example, in a state with a sales tax percentage of 5%, the sales tax on a $10 item would be $.50. (It's .05 * $10.) 1 Multiply the cost of an item or service by the sales tax in order to find out the total cost. The equation looks like this: Item or
service cost x sales tax (in decimal form) = total sales tax. Add the total sales tax to the Item or service cost to get your total cost.[1] Calculating Sales TaxChange the sales tax into decimal form. For instance: 7.5% sales tax becomes .075 in decimal form3.4% sales tax becomes .034 in decimal form5% sales tax becomes .05 in decimal form Formula:
Item or service cost x sales tax (in decimal form) = total sales tax.Sample calculation: $60 (item cost) x .075 (sales tax) = $4.50 total sales tax 2 Once you've calculated sales tax, make sure to add it to the original cost to get the total cost. If the total sales tax is $5 and your original item cost was $100, your total cost will be $105.[2] Advertisement 1
Try this example. You're buying a basketball in the state of Colorado, where sales tax is 2.9%.[3] The basketball costs $25. How much is the total cost of the basketball, including sales tax? SolutionConvert the percentage sales tax into decimal form: 2.9% becomes .029.Multiply it out: $25 x .029 = $.73, or $25.73 total cost 2 Try another example.
You're buying groceries in the state of Mississippi, where the sales tax is 7%.[4] The grocery bill costs $300. How much is the total cost of the grocery bill, including sales tax? SolutionConvert the percentage sales tax into decimal form: 7% becomes .07.Multiply it out: $300 x .07 = $21, or $321 total cost 3 Try a third example. You're buying a car in
the state of Massachusetts, where sales tax is 6.25%.[5] The car costs $15,000. How much is the total cost of the car, including sales tax? SolutionConvert the percentage sales tax into decimal form: 6.25% becomes .0625.Multiply it out: $15,000 x .0625 = $937.5, or $15,937.5 total cost Advertisement 1 "De-calculate" by working backward if you
know the original cost of the item.[6] You can work backwards to figure out the sales tax rate as long as you know how much the item initially cost. ExampleLet's say you bought a computer, listed at $1,200, and the total bill came out to $1,266, meaning that the sales tax was $66. What is the sales tax rate?Take the tax rate and divide it by the
original price: $66 + $1,200 = .055Convert the decimal into a percentage by moving the decimal point two places to the right: .055 becomes 5.5%Your original sales tax rate is 5.5% 1 Know that some American states do not have sales tax. These states currently include:[7] Delaware New Hampshire Montana Oregon Alaska 2 Know that states levy
different taxes for different goods. A state or district, such as District of Columbia, may have a general sales tax of 6%, but set the tax rate on liquor and prepared food at 10%.[8] New Hampshire, for example, has no general sales tax but still taxes restaurants, food services, hotels, room rentals, and motor vehicle rentals at 9%.[9] Massachusetts, for
example, only starts counting sales tax associated with clothing when the bill exceeds $175. So if you buy under $175 worth of clothing in Massachusetts, the state government won't tax it.[10] 3 Be sure to check with your local state and city when calculating sales tax. We don't often talk of "city sales tax," but it's there.[11] Most people, however, just
lump it in with state sales tax. If you want to know exactly how much money you'll pay in taxes for a certain item, check your local state and city tax laws for more information Each city has its own tax, and it depends on where it's shipping to and where it's shipping from. Make real-world math click. "I've struggled with word problems and applying
math concepts to real-life situations. After searching the web for help with sales tax homework, I found this guide. The step-by-step examples using actual tax rates showed me how to calculate total costs. Now, these practical math problems make sense!" - Ella K. Deliver your "aha" moment. "As a visual learner, I've never fully grasped how to figure
sales tax. But the pictures demonstrating the equations in this article finally made it click! I followed along on my calculator, and the lightbulb went on. These effective visuals, paired with clear instructions, delivered my "aha" moment." - Christen J. Empower those intimidated by math. "Honestly, I've always found math intimidating and avoided
finance concepts like sales tax. But this article explained everything in simple terms, even I could understand. After just 10 minutes of following the examples, I grasped sales tax for the first time ever. It's empowering to gain this real-world skill." - Stacy R. Clarify a confusing real-world skill. "I've been stuck not understanding sales tax for years, even
though I use it practically every day. This guide clearly walked through the formulas and calculations in a way I could finally comprehend. Breaking down a confusing real-world skill through visuals and straightforward instruction was so helpful." - Saffron R. Did you know that wikiHow has collected over 365,000 reader stories since it started in
2005? We’d love to hear from you! Share your story here. Advertisement Add New Question Question Does Amazon pay sales tax for sellers? Gina D'Amore Financial Accountant Gina D'Amore is a Financial Accountant and the Founder of Love's Accounting. With 12 years of experience, Gina specializes in working with smaller companies in every area
of accounting, including economics and human resources. She holds a Bachelor's Degree in Economics from Manhattanville College and a Bookkeeping Certificate from MiraCosta College. Amazon does not pay the merchant sales tax—they collect it and give it to the appropriate state and city. It's very complicated! As a seller, it helps a lot call a sales
tax agency to assist you with paying your sales tax. Question How do I add 6% sales tax to an amount? Multiply the amount x 1.06. This will give you the total amount, including the tax. The "1" is 100% of the item cost, and the ".06" is the tax rate of 6%. For example, you buy a screw driver set for $10.00 and the sales tax rate is 6%. $10.00 x 1.06 =
$10.60. This is your total, including tax. Question Can 6% be written as 0.0600? 6% would be 0.06, all you do is move the decimal two spaces to the left. For example 6% sales tax on an item would be calculated by multiplying the total cost by the decimal form of the percentage. Say the total cost was $30.00, it would be calculated as 30 x 0.06 = 1.8
then add the quotient to the original cost. See more answers Ask a Question Advertisement Thanks Thanks Advertisement This article was co-authored by Gina D'Amore. Gina D'Amore is a Financial Accountant and the Founder of Love's Accounting. With 12 years of experience, Gina specializes in working with smaller companies in every area of
accounting, including economics and human resources. She holds a Bachelor's Degree in Economics from Manhattanville College and a Bookkeeping Certificate from MiraCosta College. This article has been viewed 2,131,875 times. Co-authors: 46 Updated: May 26, 2025 Views: 2,131,875 Categories: Taxes Article SummaryXTo figure out sales tax on
an item, you'll need to know your local sales tax rate. You can easily find this information by searching online for the sales tax rate in your city and state. Once you know the tax rate in your area, convert the sales tax rate from a percent to a decimal by moving the decimal point two places to the left. Then, multiply the resulting number by the list
price of an item to figure out the sales tax on that item. So, let’s say you're buying something that costs $27.95, with a local tax rate of 8%. You’d multiply 27.95 by .08, giving you a sales tax amount of $2.24. Add that amount to the price of the item to find your total cost with tax. In this case, the total would be $30.19. But what if you already know the
total cost of an item after taxes, and you want to figure out the tax rate based on that? To do this, subtract the list price of the item from the total after taxes. This will give you the amount of sales tax you paid. Then, divide the tax amount by the list price. Move the decimal point in the resulting number 2 spaces to the right to get the tax rate as a
percentage. For instance, if the list price is $72.50, and you paid $75.05, then you paid $2.55 in taxes. 2.55 divided by 72.50 is 0.035, which means the tax rate is 3.5%. For more information on how to calculate sales tax, including some examples, scroll down! Print Send fan mail to authors Thanks to all authors for creating a page that has been read
2,131,875 times. "Honestly, I've always found math intimidating and avoided finance concepts like sales tax. But this article explained everything in simple terms, even I could understand. After just 10 minutes of following the examples, I grasped sales tax for the first time ever. It's empowering to gain this real-world skill."..." more Share your story
Table of Contents Background State sales and use taxes were introduced in 1935 and 1937, respectively. The sales tax is a consumption tax levied on sales of tangible personal property and some services.1 The tax is paid by consumers and collected by vendors on the state’s behalf. Generally, vendors remit sales tax returns to the Colorado
Department of Revenue on a monthly basis, though some vendors with very few sales file returns each quarter. The state allows vendors that collect the sales tax to retain a portion of the taxes collected as a vendor fee. Effective July 1, 2014, the vendor fee is equal to 3.33 percent of the sales tax. The fee offsets vendors’ costs for collecting and
remitting the sales tax to the state. Colorado has a complementary use tax that applies when sales tax is owed but was not collected, either because the seller had not been authorized as a vendor or because the property was purchased outside of the state. When personal property on which sales tax was not collected is consumed, the consumer is
responsible for remitting the use tax to the state. Instructions and forms for filing use tax are available on the Department of Revenue website. Sales and use taxes are subject to the TABOR limit on state revenue and spending. In addition to the state sales tax, the state collects and administers sales taxes levied by counties, statutory cities, and
special districts. Home rule cities are responsible for administering their own sales taxes. Vendors are required to file a sales tax return for each business location they operate; doing so allows the Department of Revenue to distribute local sales tax revenue to the appropriate taxing district. Local sales tax revenue is not subject to the state TABOR
limit, but is subject to local government TABOR limitations. Use taxes are due on April 15, following the year in which sales occured. Beginning in tax year 2015, use taxes may be reported on the state individual income tax return. Tax Rate Both the sales tax and the use tax are assessed at a rate of 2.9 percent. The tax rate is applied to the retail
price of taxable goods and services. The figure below summarizes the history of Colorado’s sales tax rate. Colorado State Sales and Use Tax Rate History Tax Exemptions There are 87 sales and use tax exemptions, many of which allow the state to avoid “tax pyramiding,” whereby individual products are taxed multiple times at multiple stages of the
production cycle.2 Other exemptions include most food for domestic home consumption and both gasoline and diesel fuel, which are instead subject to fuel excise taxes. The Department of Revenue publishes information on sales and use tax exemptions in its biennial Tax Profile and Expenditure Report. The 10 largest sales and use tax exemptions
are listed below. 10 Largest Sales and Use Tax Exemptions sales of tangible personal property that becomes a component part of a manufactured product or service;4 sales of food for domestic home consumption;5 sales of gasoline and special fuel, including diesel, natural gas, propane, and kerosene;6 the sale, storage and use of neat cattle, sheep,
lambs, poultry, swine, and goats, held and used for breeding purposes only;7 sales to the United States government and the state of Colorado, its departments, institutions, and political subdivisions;8 sales of fuel for residential heat, light, and power;9 sales of construction and building materials used by contractors on public works projects, tax-
exempt organizations, and public schools;10 sales of feed for livestock, seeds, and orchard trees;11 and sales of machinery or machine tools used in the manufacturing process.12 Distribution Via the Old Age Pension Fund, sales and use tax revenue is allocated to the General Fund for spending on general operations at the discretion of the General
Assembly.13 In FY 2015-16, sales tax revenue totaled $2.6 billion, the second highest amount of any state tax. Use tax revenue totaled $243 million for the same fiscal year. Federal Taxes Sales and use taxes are not collected at the federal level. State Comparisons Among the 45 states that assess state sales and use taxes, Colorado’s tax rate is the
lowest in the country. When comparing both state and local government sales tax rates across states, Colorado is close to the national average. Indiana, Mississippi, Rhode Island, and Tennessee each levy 7 percent state sales taxes, the highest rates in the country. Five states, including Alaska, Delaware, Montana, New Hampshire, and Oregon, do
not assess sales taxes. 1Sections 39-206-104 (1) and 39-26-202 (2), C.R.S. 2Section 39-26-701, C.R.S. 3Section 39-26-102 (9), 39-26-102 (19)(a), and 39-206-104 (1)(a), C.R.S 4Section 39-26-102 (20)(a), C.R.S. 5Section 39-26-707 (1)(e), C.R.S. 6Section 39-26-715 (1)(a)(I), C.R.S. 7Section 39-26-716 (3)(a) & (4)(a), C.R.S. 8Section 39-26-704(1), C.R.S.
9Section 39-26-715 (1)(a)(Il), C.R.S. 10Section 39-26-708 (1), C.R.S. 11Section 39-26-716 (4)(b), C.R.S. 12Section 39-26-709 (1)(a)(II), C.R.S. 13Pursuant to Article XXIV, Section 2 of the Colorado Constitution, 85 percent of the revenue from excise taxes (excluding transportation-related excise taxes) is constitutionally required to be credited to the
Old Age Pension Fund, which funds a program offering financial assistance and medical benefits to low-income adults age 60 or older who meet certain eligibility requirements. The amount of revenue collected from excise taxes well exceeds the amount required to fund the Old Age Pension program. This excess revenue is allocated to the General
Fund for spending on general operations at the discretion of the General Assembly. Your feedback on this handbook is welcome.



