UNDERSTANDING THE SALES TAX DEDUCTION:
If you itemize your deductions (as opposed to taking the standard deduction) you can take a deduction for sales tax paid during the course of the year. Calculating your sales tax can be difficult therefore the IRS offers a choice when calculating the deduction.  You have a choice between deducting your actual sales tax paid OR to use the amount from the IRS table plus calculating the sales tax on some selected items. 
METHOD 1-ACTUAL SALES TAX PAID:
The actual sales tax paid is an easy concept to understand, however, it can be difficult to calculate. The best way to calculate the amount paid is to save all of your receipts throughout the year and then add up the sales tax. These receipts would include both large purchases (home remodels, vehicles, furniture and jewelry) as well as small purchases (clothing, tissues and soap etc.). This can take up a lot of your time and effort, so another option is to go back to your bank and credit card statements and identify purchases at retail stores where sales tax is charged. With a little math the sales tax paid can be calculated. The challenge with this is that many retail stores sell both taxable and nontaxable items. For example, at a grocery store, there are items such as food which is exempt from sales tax and box of tissues that are taxable. Focusing on large purchases is usually good advice when using this method.
METHOD 2-IRS TABLE AMOUNT PLUS SELECTED ITEMS:
[bookmark: _GoBack]The other option, and a simpler one, is to use the IRS tables. The IRS tables are based on the state you live in, the number of dependents on your tax return, and one’s income. As such those with larger families and a higher income will get a larger deduction than someone who is single with a modest income. In addition to the amount from the IRS tables, one is allowed to add the sales tax on vehicles (cars, boats, planes, bicycles etc.) AND the sales tax on building materials. Now in Washington State, if you pay for remodeling your home you will be charged sales tax on the entire job i.e. on both labor and materials. For the Method 2 calculation one is only allowed to include the sales tax on the materials (not the labor). If the cost of the materials is not specified on the contractors invoice, one will need do further research to determine the deductible sales tax. 
ONE MORE THOUGHT:
As mentioned above the sales tax on the labor cannot be included in Method 2 (IRS tables plus). If you have done a large remodel during the year and have paid sales tax on labor, choosing Method 1 (actual sales tax paid) will often times be to your advantage. This is because the sales tax paid on the labor (included in Method 1 but not Method 2) could be larger than the IRS table amounts. So for example if the IRS tables (Method 2) show a deduction of $2,000, and the labor on the remodel was $30,000 with tax $2,850 ($30,000 x 9.5%) you should use Method 1. In this example you would be able to deduct the $2,850 of sales tax on the labor, plus the sales tax on the building materials, plus all other sales tax on retail purchases that can be identified.
[bookmark: OLE_LINK2][bookmark: OLE_LINK1]The purpose of this article is to provide information, rather than advice or opinion. It is accurate to the best of the authors’ knowledge as of the date of the article. Accordingly, this article should not be viewed as a substitute for the guidance and recommendations of a retained professional. Please consult with competent legal counsel and/or other professional advisors before applying this material in any particular factual situations.

