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Joined Avalara in 2012 and
has served in leadership roles
in marketing, customer
acquisition, and strategic
initiatives.

Has 25 years of software and
technology experience in
industries ranging from
telecommunications to
internet to software as a
service.

Has worked across company
growth stages, from the
Fortune 500 to mid-market
firms to start-ups in roles that
include market research,
product management,
marketing, sales, and
executive leadership.
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Joined Avalara in 2014, and is
focused on training,
educating, and supporting
customers, prospective
customers, sales teams, and
partners on tax compliance
requirements for B2B sellers.

Passionate about improving
the exempt customer
experience and helping
businesses improve upon and
automate traditionally labor-
intensive and risk-prone
activities.




> Compliance landscape for tax-exempt sales
> 4 common compliance challenges for tax-exempt sellers
> Best practices for getting and staying compliant

> Q&A




The tax-exempt
landscape



UNIFOERM SALES & USE TAX EXEMPTIONRESALE CERTIFICATE — MULTLIURISDICTION

Tha below-listed states havs indicated that this certificats is acceptabls a3 2 resals/sxemption certificats for sales and =se fax, swbject to the notss on
pages 2—4. The issuer and the recipisnt have the responsihility to determuing the proper wie of this cartifcam undes applicable lawn in cach st as
thess may changn fom tme to time

Tosued to Seller:
Address;
]
I centify that: Customer #
nderstandin e -

Address; : . |
Streamlined Sales and Use Tax Agreement Certificate of Exemption !‘
This is 2 mmlti-state form Mot all states allow all exemptions Listed on this form. Purchasers are responsible for knowing if they qualify to

OX—eXe I I SG eS claim exemption from tax in the state that would otherwise be due tex on this sale. The seller may be required to provide this exemption |

and & magirtered with the below-listed states and citiss within which vou frm certficate (or the data elemsnts required on the form) to a state thar would otherwise be due tax on this sale. ‘r

wholesals, resale, or ingredients or comsponents of 2 mew prodect or sarvice' i

in the business of wholesaling, retailing, manzfichusing, laing (rendng) =elli The purchaser will be held lisble for any tax and interest, nd possibly civil and criminal penalties imposed by the member state, if the 5
purchaser is not eligible to claim this exemption. A seller may not accept @ certificate of exemption for an entity-based exemption oo a sale

Dsscripticn of Basings: made at a location operated by the seller within the designated state if the state does not allow such an entity-based exemption. A

Genaral description of tangikle ety oF taxable servicss 10 be prrchased &
e pm F 1. [ Chock i£ vou aoe anaching the Mutt-stte Supplemenal form,

I:“:‘ Ifnot, enter the two-Jetter postal abbrevistion for the statz under whose Laws you are claiming exsmpeion.

For G ny tGX_eXem pt SG |e’ G S:k ;t“::'ﬂ;:’ﬁ:“?".!ht’"m 5; 2. |:| Check if this cenificate is for a single purchase and enter the related invoice purchase ordsr = . L
AR EE v
- - A7" Bl 3. Mﬂint |
corresponding exemption - 3w
. . . glc—‘-" $ Business Address Ciry State Zip Cods
certificate is required to = e T
. %‘ :—I‘ g;; E;: ?Ia:em:ﬁwg FEIN Driver's License Numiber State Issued I Number Fareipn diplomat mumber
prove exempt status if the = - e
h m-"_ e Saller’s address City State Zip code
MET m
company has nexus. = :
[ M W] 4. Type of business. Circls the mumber that describes your busimsss
The f i ted b . | N 02 [ Aotmen oy i i o
e form is presented by an PO B - e
‘tax due directly to the proper taxing autherity when state law se provides or i U-! Finance and insurance 14 :Busmsssm_jms '_‘ﬁ

sach ordar that we may hersafter give to you, wnlsss otharwise specified, and

- - § 05 Iu.fum.laﬁuu.. publishing and commmumications 15 | Pmﬁessri.una] sarvices )
exempt organization or et sy e im0 [ Y 1o e e e
. . . Authorized Sigaature: 08 [ Reslesute 18 [ 7] Government
individual to the seller. - =~ ol - 2 Hfimate
la:
Data: 5. Reason for exemption. Circle the letter that identifies the reason for the exemption.

[[] Agricultural production #
Indusirial production'manufacuring #

A [[] Federal government (deparment)
State or lecal govermment (mame)
Tribal government (name) Diirect pay permit #
Foreizn diplomar 2 Direct mail £
Charitable organization # || Other fexplain)
EReligious or educatonal organization £

Resale #

Wreiied 17292006

b

AR NN -Nal--|

hiere. I deciare thar the imfsrmation an this certaficare i correct and compiers fo the bex.
Signature of Anthorized Purchaser Print Mame Here

Faaims by wow. CanCa

S5TGE Form FO003 Exemption Certificate  (5/10/11)



When are transactions tax-exempt?

Form 1023-EZ Streamlined Application for Recognition of Exemption
(ev. Al 2021) Under Section 501(c)(3) of the Internal Revenue Code I BoR S S SRR
Departmentof the Treasuey Do not enter Social Securty numbers on this form as it will be made public. {his appication willbe pen for GENERAL RESALE CERTIFICATE [Cusiorer 7] EOARD OF EQUALIZATION
Interal Revenue Service Information abaut Form 1023-EZ and s separate nstructions s ot wiwwis ou/form1023ez "

Check this box to attest that you have completed the Form 1023-EZ Eligibility Worksheet in the current instructions, are eligible to apply for exemption

‘using Form 1023-EZ, and have read and understand the requirements to be exempt under section S01(c}(3).
Have your annual gross receipts exceeded $50,000 in any of the past 3 years and/or do you project that your annual gross receipts will exceed Yes No California Resale Certificate
550,000 in any of the next 3 years? I yes, stop. Do not file Form 1023-EZ. See Instructions.

Do you have total assets the fair market value of which is in excess of §250,0007 If yes, stop. Do not file Form 1023-EZ. See Instructions. Yes No | HEREBY CERTIFY:

1. 1 hold valid seller's permit number:

b Care OF Name (if applicable)
2 lamengaged in the business of selling the following type of tangible persanal propel

3. This certificate is for the purchase from of the item(s] | have
listed in paragraph 5 below. [Vendor's name]

4 1 will resell the tem(s) listed in paragraph 5 which | am purchasing under this resale certificate in the form of
tangible persoral property in the regular course of my business operations, and | will do so prior to mzking any
use of the item(s) other than demonstration and display while holding the itern{s) fer sale in the reguiar course of
my business | understand that if | use the item(s) purchased under this certificate in any manner ather than as
just descrived, | will owe use tax based on each item’s purchase price or as othenwise provided by law

Street Address: 5. Description of property to be purchased for resale:

BUYER'S BUSINESS STATUS INTENDED USE OF GOODS SOLD
Not-for-profit: Charities, religious Merchandise intended for resale

organizations, educational Use in product that will be resold
institutions, hospitals

Government: Federal, state
agencies

Agriculture

Manufacturing

Tangible personal property
purchase to lease or rent




ax exemption resale example: Auto supply chain

CUSTOMER exemptions scenario (“| need to collect exemption certificates from my tax-exempt customers.”)
VENDOR exemptions scenario (“| need to make sure all my suppliers have my tax exemption certificate(s).”)

End buyer
(consumer or
business)

Components
manufacturer

Tax exemption certificate Tax exemption certificate Tax exemption certificate PCIyS sales tax

(or “resale certificate”) (or “resale certificate”) (or “resale certificate”)

Tax-exempt purchases Taxable purchase









In the beginning, there was physical nexus ...

Y
Y

0 Y

Example: A distributor selling nationwide but with only four locations usually
only had a to worry about tax compliance in those four states.




Economic nexus today

States without sales tax:
> Alaska

> Delaware

> New Hampshire

> Montana

. States with economic nexus laws

. Oregon Example: A distributor selling nationwide but with only four locations must be
concerned with nexus in potentially 46 states



Economic nexus thre

B $500,000
" $250,000
$100,000
$100,000 or 200 transactions

Does not have economic nexus law

Connecticut’s threshold is gross
receipts of $100,000 and 200
retail transactions

New York's threshold is $500,000
and 100 transactions




T T T T T YY Y

Examples of;he wq,poct,pf South Dakota eWaydair, Igc. &

T
MANUFACTURER IN NY * NATIONAL WHOLESALER

S = "

> 99% of sales are to other OEMs or > > Sells to resellers who sell to end-
reseller dealers (no tax) users; drop shipment is part of
their model

> Wayfair ruling increased their

burden to prove exempt sales | > Wayfair grew nexus from just
their physical HQ in NY to most
U.S. states

> Previous exemption certificate
count: <75 on file

> Previous exemption certificate
count: 500 on file

New docs needed: 1,175 - New docs needed: 5,000+

|




The burden of proof is
on you

> While customers must provide
documentation, the burden is on the
SELLER during an audit to prove why
tax was not charged.

> Your $0 sales tax liability is tied to
those documents.

> With fines and penalties, you can owe
the state double the tax you failed to

collect.
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Managing
exemption

certificates right
IS managing
customers well.

M

Exempt customer
experience i1s KEY

> Customers feel burdened by being
asked to provide documentation.

> No one likes delays when ready to
place an order.

> Poor experiences often present as
billing issues; increases the likelihood of
credit & re-bills.

> Held invoices can create cash flow
Issues.



P—-

Challenge #3:
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Rise of B2B ecommerce

Brick-and-
4 7 i mortar ~

retailer

m—l ] Marketplace ==
seller

TT
~ Traditional =%
distributor (B2B)

Expanding the traditional distribution & sales channels




Rise of B2B ecommerce

> B2B online sales are at an all time high: $1.63T

> bbh% of B2B buyers make over half of their
purchases online

> 54%-70% of the buying process is completed
before the buyer contacts the supplier

> A great digital experience makes buyers 2x more
likely to choose that supplier

> B2B companies report that digital interactions
are 2 — 3 times more important than traditional
sales interactions

OFFLINE B2B WORKFLOWS NEED
TO BE REPLICATED ONLINE

Sources: Brian Belk, Billion Dollar B2B Ecommerce and McKinsey & Company



Collect across all channels

o
\ + / Ecommerce in-cart and/or
00 My Account page
L N\
‘;’ New customer portal - Allow customers to view & manage their
exemption certificates in any sales channel
famu « Real-time certificate completion for ecommerce
A In-store —
« Easy access to certificates for in store, field
sales and shared service teams
B B Mail, email, phone « Online web portal for customers
‘ /\7‘ In the field




No sales tax?

> Poor processes for managing
exemption certificates create
negative customer experiences.

> Customers don't like providing
documentation.

> Employees are not tax compliance
experts

Customer service still matters







How high is

d Udlt riSk? Audit red flag:
> Invoices that don’t show
60% of audits target four sales tax

industries:

> Manufacturing
> Construction

What auditors will do:

> Wholesalers and > Request proof your
distributors business paid tax
> Retail
Most common mistakes Average cost of an audit:
found by auditors: _ _
s N aht > $114,000 including
exus oversignts penalties, fees, and

> Exemption management, :
P 9 professional counsel
document errors

> Misreporting use tax

Avalara, Peisner & Johnson, 2017


https://www.avalara.com/content/dam/avalara/public/documents/pdf/Sales_and_Use_Tax_Audits_Uncovered_02-14-17.pdf

How painful and M
expensive are audits?

> Most audits (79%) were completed within
three weeks.

> A small percentage dragged on for five
months or more.

> It took employees an average of 35 hours
to oversee and respond to an audit.

> 93% of companies spent 10 or more
hours on an audit.

> Assessments can be applied to
transactions dating back years.

*2021 NetReflector/Potentiate Survey by Avalara



Reasons for audit penalties

Sales tax rate or rule errors 48%

Missing exemption certificates 41%

Late filings 37%

Failure to register and file into states where you have nexus 33%

26%

Consumer use tax liabilities

Other 4%

*2021 NetReflector/Potentiate Survey by Avalara






Rates are just the
tip of the iceberq...

Tax calculations

Nexus Customer satisfaction

- Ecommerce (B2C & B2B
Accurate filing \0

Global tax compliance

Use tax

Tax research

©Avalara. Confidential and proprietary.

M



b steps to managing

AK

sales tax i
ND
OR MN
D SD Wil NY
WA 1A PA
1 K h busi NY; A5 L |INJOMAE
. Know where your business must A WS s MO o SOWA
collect and remit sales tax TN —NC
AZ NM OK | AR SC
. : ms| AL\GA
2. Register to collect and remit sales tax ~  \A
c ) adie [0 FL

3. Collect and maintain accurate
certificates

4. Calculate the correct sales tax [
amount (when needed)

5. Report (and/or remit) to the taxing
authority



1. Contact a SALT
(State & Local Tax)
CPA

2. Conduct a Sales
Tax Risk Assessment
or Nexus Study

Don’t have one? Avalara has an
extensive directory of tax experts

and SALT CPAs who can work
with you.

“WHAT SHOULD I DO?”

GET EXPERT COUNSEL TO DETERMINE THE IMPACT

.....................................................................................

........................................................................................

3. Determine where
you need to register

4. Consider sales tax
compliance
automation

Avalara has a Professional
Services team who can help if you

don’t have a SALT CPA or tax
advisor.

30



Workflow setup and management with Avalara

APls, pre-built
integrations,
omnichannel

modules

Set up workflow - Get compliant

B

28

M

Manage workflow - Stay compliant

)

Integrate w/

%6 e

Load customers invoicing
by ship-to systems,
|dentify customers ecommerce &
who are tax sales channels
exempt
Avalara Managed ﬁ
Services e < b e
Machine-
) ) i Validate .
Validate & audit- Iec):trnlngllgc::ed incoming Machine-
proof certificates auto-vandation learning based
certs . .
auto-validation

Soft ° = Automated 646
oftware T
. notification and .
automation Q outreach Campaign
. _ Reach outto  functionality with
dentify expired customers / run web portal

or missing

campaigns
certificates Paig

S5

Manage certs —
ensure certs are
up-to-date, none
missing
Automated
workflows

©f

Validate new e

certificates
coming in

o
St

Be audit ready -
analyze certs &
workflow

Basic and
advanced
reporting



How software and services help

Intelligent compliance document management

Directs buyer to proper
documentation, eliminating need for
onsite expertise

Insights and centralized collaboration

Integrates with AvaTax, invoicing
platforms, websites and other tax
engines for real time verification.

Available ecommerce module, APls,
o’ and professional services

Extensive reference library of
exemptions laws.

Integrate with other
platforms

Respond ‘ .

Collect
to audits digitally
uickl
a Y Al-powered
Avalara ECM validation
Automate
renewal Manage by
notices customer/
state/PO

Secure, cloud-based



ECM Managed 'e'r / H

One-time ECM Managed
Services

Step 2 of implementation

Following customer-led software
setup and upload of clean customer
data, Avalara will help you move from
your current manual/paper/PDF
processes to digitized compliance
workflow. We will collect/validate all
required customer exemption
certificates for your business.

.- »

r a

L

Recurring ECM Managed
Services

Ongoing maintenance

Avalara will proactively run reports of
certificates due to expire, create
campaigns, validate newly received
certificates, and provide customer
support to ensure all certificates
remain up to date and your business
remains compliant.




Types of ECM integrations

1. ERP (through AvaTax)
2. Ecommerce sites (through AvaTax)

3. Independent (API integrations)

A




END-TO-END SALES TAX COMPLIANCE /Q\

. . ——
A tax compliance suite |

EES

Tax Exemption Tax Sales
research management determination tax returns
A A A
Specific tax
answers &  Research ~ Research
t . Customer  Transaction tax rates, Research | poyims,
Request ngfs\?vs gﬁﬁ?eps, Request Certificates o info Taxes boundaries, f|||?grrr#ées, reel’nliltl:[ncsﬂces
certificates Paper and rules
to digital \
v \4 v \4

i

Extensive tax Your Your systems Government
database, access customers ERP, ecommerce,
to tax researchers POS, billing

35



Purchasing/procurement — Vendor Exemption Management

Load vendor/supplier data

QJH Adds control to procurement

— process @g

©731  Minimizes time and need for tax

@r expertise Collaborate ﬁ} Gen_er_cnte
Certificates

Avalara Vendor
Allows web-based automation Exemptions

and process centralization ﬁ .

|
©

V Creates pre-populated Add Send
A certificates (signature) ngz\?’e electronically
[s” Improves vendor/supplier

relationship, creates more
efficient buying process

)O
)O

Digitally store and track



Digitize exemption certificates

Automate across platforms and channels to be fully compliant with new laws.

&

Collect across all channels

Collect, validate, and update sales
tax exemption certificates BEFORE
you invoice, regardless of where

that invoice is created: ERP, online,

over the counter, and in the field.

«

h———————

Turn paper to pixels Remove the guesswork

Collect digitally, and digitize
existing certificates including
validation, mapping, and certificate
intake process. Digital information
enables robust tracking and
reporting.

Buyers know what to provide,
sellers know what to collect. Digital
forms eliminate errors, speed up
processes, even auto-validate. Be
proactive instead of reactive.

Enable campaigns for new states
and renewals/updates.



©)

Accuracy

Real-time tax
calculations
that get it right
every time

Efficiency

Reduce costs
and time spent
managing tax
compliance

5

Customer
satisfaction

Streamline
transactions with
instant sales tax
calculations

Why automate sales tax compliance?

Risk
management

With accurate
results, you'll
decrease your
company’s risk

D0

Business
growth

Free up
resources to
focus on high-
value projects

M



IMPORTANT QUESTIONS

What to ask yourself

>How many states are you / do you need to register in
for sales tax compliance?

>What % of your customers / businesses are exempt?
>How do you plan to collect / update documentation?
>What does that customer experience look like?

>|s your current process scalable?

>Do you have or are you planning to create or improve
your online B2B experience?

>What is the quality of the documents you have now?
>Can you afford to delay orders or lose business?

>Do you have the tax compliance expertise to ensure
what is collected is accurate and valid?

Know if

your
business
needs help.
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