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> Lives in Raleigh, NC

> Been an Avalarian for 9 years and 10 months

> Specializes in working with Sage Clients mainly in the
distribution and manufacturing space
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Sales tax overview
Why sales tax matters
Economic nexus defined
What triggers it?

Tips to streamline sales tax management



About Avalara
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Avalara tax compliance suite
End-to-end sales tax compliance

3-c\ass i"franruq

Qo™

YOUR BUSINESS

TRANSACTIONS

. . . YOUR CUSTOMERS
*1,000+ signed partner integrations Q\,Q\Q



' ‘h ) _F
Why Sﬂles;(tﬂx__ﬁ. matte

£




Can you guess?

Not all candy bars are created equal. What ingredient turns a taxable sweet treat into a
non-taxable food item?




Can you guess?

Even licorice contains flour and is not considered a candy. Same is true for KitKats, Twix,
Hershey's Cookies & Cream, and Crispy M&Ms.

© Avalara. Confidential and proprietary.
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All 45 states

with a state sales tax, the
District of Columbia, and
some local governments in
Alaska have adopted
economic nexus laws.

PULSE CHECK ON ECONOMIC NEXUS

Economic nexus.1a
allows states to
impose sales ta
remote selle

— States will crack down on

tax registration

due to triggering economic
nexus in 2022 and beyond.
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WHAT'S TAXABLE?

Sales tax is all about...

The where

The who

The what

M


Presenter Notes
Presentation Notes
What’s taxable 

To begin, simply put, sales tax is all about the where, the who, and the what.

When thinking about sales tax and being audit ready/compliant, it’s important to know what’s taxable. 

First, you have to think about “the where”.  Where you are selling your products and services.  Do you have nexus in that state?  Each state has a varying stance on what’s taxable vs. what’s not.  When selling a tangible good, it’s pretty much taxable everywhere, but things like services, labor, maintenance, etc. may have varying taxability state by state.  

Outside of taxability, you also have to understand “who” you’re selling to.  A product/service may be taxable, but is your customer exempt from sales tax?  If they are, do you have their exemption certificate as proof to why you’re not charging them tax?  We hear that a lot folks aren’t really worried about sales tax because a majority of their customers are tax exempt, so you may not have a tax rate problem, but you may have an “exemption certificate” problem.  No matter the level of exempt customers, it’s important to ensure you’re collecting exemption certificates to have proof that they are exempt (whether they are a reseller, or a government entity, or whatever their reason for exemption is)

And then lastly, “the what”.  What are you selling?  Is it a good? Is it a service?  Are there other line items that may show up on an order or invoice?  It’s important to understand “the what” to ensure you’re taxing these products/services appropriately in your home states, but also in other states as you expand your nexus footprint.  Again, every state has a different stance on these various items, which can make it extremely difficult to maintain compliance.






IT ALL COMES DOWMN TO NEXUS

When must businesses
collect sales tax?

Sales tax nexus defines the level of
connection between a taxing jurisdiction
(e.g., a state), and an entity (e.q., your
business).

» Until this connection is established, the taxing
jurisdiction cannot require you to collect sales tax




Types of nexus, explained
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A GROWING LIST

Nexus-creating activities:

Multi-state locations

Maintenance/service
frepdirs

Own/lease real property

Hosted data centers

Field sales/service staff

Charge
licenses/royalty/fees

Direct andfor online
sales

Maintains inventory

Affiliates

Tradeshows

Commissions to
resellers (1099s)

Investors/board
members/employees

Marketing/We
advertising

b

Drop shipments

Maintenance

Remote sales

contracts
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SOUTH DAKOTA VS. WAYFAIR, INC.
Why it's important?

> Physical presence is no longer the only
requirement.

IH M ﬂ"ﬁ > An economic threshold can be as low as

e $100,000 in sales/200 transactions.
QLG
: lj I ,!,_J il i > This applies not just to online sellers but

4

individuals who sell anything, including
digital goods and software.

S

> Your customers now determine where you
must collect.

> Some states tax everything, especially
things that are not commonly taxed.



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

Beginning January 1, 2022, Maine
removed the 200-transaction limit from
its threshold

. | B
Use our free sales tax risk assessment to determine where you have nexus.
. —



Presenter Notes
Presentation Notes
The 43 states that have adopted economic nexus laws since the Wayfair decision follow a similar structure to South Dakota, but thresholds vary from state-to-state. Some are using thresholds on dollar amounts (if you do more 100,000 or 200,000 dollars in sales), some are volume of transactions (100 or 200 transactions), some use both – it just depends, and each state is a little different. 

Avalara does have a tool on our website to help you determine where you may have Nexus – and we help our customers stay compliant by tracking the states where they are approaching an economic nexus threshold and proactively let them know where they may need to register.

lines
Managing and remitting returns


https://avlr.co/3RScuIs

Can you guess?

Which state has 26 pages of tax rules for campgrounds?

California Wisconsin

© Avalara. Confidential and proprietary.

Colorado

Maine
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Can you guess?

Wisconsin has a mind-boggling number of different charges associated with even the most rustic
camping, from fees for electric hookups to self-service laundry machines and sewage disposal.

Wisconsin

© Avalara. Confidential and proprietary. 19
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Exempt sales thresholds by state

VT
NH
MA
CT
RI
NJ
MD
DC
DE

B Exempt sales

. No exempt sales

.~ Mixed

I Does not have a state sales tax O

Puerto Rico
© Avalara. Confidential and proprietary. 20


Presenter Notes
Presentation Notes
IAN 
Shows how most states include exempt sales & go off gross sales. 

CA:  Exempt sales (i.e., nontaxable sales such as sales for resale) are included; exempt services are not included in the threshold

KS: No current legislation
 
NM: Exempt sales and exempt services are not included in the threshold
 
NY: Exempt sales are included in the threshold; exempt services are excluded
 
NJ: Nontaxable retail sales of tangible personal property and specified digital products are included in the threshold. Any and all receipts from services enumerated and taxable under N.J.S.A. 54:32B-3(b) and delivered into New Jersey should be included in the threshold calculation even if a service is exempt under the specific circumstances of the transaction. Exempt services are not included.


Common Questions about Economic Nexus

When do | have to begin collecting sales
tax once | pass the threshold?

- - It varies by state. In some states, it's as
| 1S3 .
soon as the next transaction. In others,
there’s a 30-60-day grace period.

Are marketplace facilitator laws
included in the thresholds?

It varies by state. Some states include
them; others don't.

il

2

What type of sales are included in the
thresholds?

It varies by state. Some states only
include taxable sales; others include
gross sales.

Are changes ever made in thresholds?

- Yes. We're now seeing states remove
the transaction volume threshold to
include sales amount only.



Not adapting appropriately can become more expensive

HOW HIGH IS
THE AUDIT RISK?1

Sales tax accounts for more than 40%

of total state and local taxes in some states.

More than 43 StCltES now have

economic nexus laws that create a tax obligation.

Average cost of an audit is over: $3 O0,000

including penalties, fees, and professional counsel

! https://www.avalara.com/us/en/learn/whitepapers/sales-and-use-tax-audits-in-2021.html
2 Avalara Cost of Compliance Study, NetReflector — Potentiate, February 2021; n=772; read more here

WHAT'S THE COST OF
MANUAL COMPLIANCE??

$11,968

monthly for companies with <19 employees

$17,672

monthly for companies with 20-499 employees
(Also more likely to employ external service providers on top of existing staff)


https://www.avalara.com/us/en/learn/whitepapers/sales-and-use-tax-audits-in-2021.html
https://www.avalara.com/blog/en/north-america/2021/10/can-your-business-spend-less-on-sales-tax-compliance.html




The b steps to managing sales tax compliance
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UNDERSTAND REGISTER CALCULATE TRACK REMIT
Understand Register to collect Calculate the Track and Remit sales tax to
where your and remit sales correct sales tax manage exempt the tax authority

business must
collect and remit
sales tax

tax

amount

sales


Presenter Notes
Presentation Notes
5 steps cont’d

The first step in managing sales tax compliance is understanding your nexus footprint, which again is where you must collect and remit sales tax.  


Once you understand where you have established nexus (whether it’s physical, economic or other nexus types), you need to get registered.  


Upon getting registered, you now have a requirement to begin collecting taxes.  Trying to calculate the correct amount of tax can be rather difficult, and we’ll take a deeper dive into that in a bit.


Next, if you’re making any sales to exempt entities (resellers, distributors, manufacturers, etc.), you’ll need to keep track of your exemption certificates, and ensure they’re valid and current.


And lasty, you’ll have to file tax returns in these states and remit the sales tax liability to the tax authority in a timely manner, whether it’s monthly, quarterly, or annually.

While this slide makes these steps look so simple, we all know there is a lot that has to happen in each step to ensure compliance is maintained.  I was at an event recently when we did a similar presentation to this, and when my colleague said, “then you get registered” someone in the audience laughed out loud.  Then said, it isn’t just that easy.  I appreciated the honestly.  

I myself remember a few years ago, when talking about how complex sales tax is, we used a picture of an iceberg.  At the tip of the iceberg, we talked about sales tax.  But underneath the water, there’s so much more to worry about which includes law changes, exemption certificates, having to get registered in different states (which of course all have different registration forms), filings sales tax returns (which again, every state has different returns/filings and frequencies), understanding taxability (which we just touched on a bit ago), and more.
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STEP 1

Know where your business must
collect and remit sales tax

Overview:

» Ensure you understand the business activities that can trigger an
obligation to collect tax in a jurisdiction.

» Stay up to date on low changes that may impact your ebligations.

» Review your business activities often and understand the appropriate
next steps when nexus has been established,

» Consider how new channels, including ecommerce, may be impacting
YVOUr Nexus.




STEP 2

Register to
collect and
remit sales tax

Overview:

hMust registe \
a taxing obligation in g
urisaiction

ncluding forms, process, an

once vou have

Registration requirements In
edach jurisdiction are different,
ol

TYPICAL ITEMS NEEDED

Type of business

Legal business name

Ciate business was formed
Driver license number
Social security number

State Emplover Identification
Mumber

MNAICS code

Projected monthly taxable
sales

Mome and contact
information of all managing
members, officers and/or
partners

FEIMN
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STEP 3

Calculate the correct
sales tax amount

Overview:

» There are more than 12,000 tax jurisdictions
in the U.5. and 1,800 different rules.

»  Each jurisdiction has different tax rates ana
praduct taxability rules,

»  Even within jurisdictions there can be
NUAances.

Commerce City, CO— 80022

)

O T495 Looust 5t

§221.91

=
|

7501 Locust 5

tax jurisdictions

in the U.S.

M
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STEP 4

Track and manage
exempt sales

SCENARIOS WHEN A SALE MAY BE EXEMPT

Customer has an exemption for
specific instance or purchase

Overview: _ _ .
Selling to an entity such as a 4

:I = I.. " .-- o ; s : i 1 | |
. . z _— government agency or nonprofit | “!l

e nrg::nifcﬂinn =

ltem being sold is intended for

Exemption certificates vary by state and
scenario. —_— resale where tax will be collected
' 1

Exempt sales gre often included in
economic nexus calculations (thresholds

frequently based on Gross sales)




NUANCES OF SALES TAX REMITTANCE

STEP 5

Remit sales tax to the tax authority ey
Varying remittance due
agtes

Overview:

Frepayments

> Once sales tax is collected, those funds need to be

remitted back to the jurisdiction. > Handling of tax notices
> Each tax authority has unique requirements around > Filing in local jurisdictions
remittance.

> Sales tax returns must include aggregated data
across all sales channels.
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The b steps to managing sales tax compliance

|
WHERE/WHY

Enow where
yvour business
must collect and
remit sales tax

Avalara

Nexus Study and
Avalara Tax Research

REGISTER
Register to

collect and remit
sales tax

Avalara
Licensing

I
CALCULATE

Calculate the
correct sales tax
amount

Avalara

AvaTlox

|
TRACK

Track and
manage exempt
sales

Avalara
Exemption Certificate

&

REMIT

Remit sales tax
to the tax
authority

Avalara
Returns

Management



Can you guess?

In Maryland, which ice cream brand is tax-exempt?

BLUE BELL
ICE CREAM
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Can you guess?

Ben & Jerry’s (normally sold in 16-ounce containers) is exempt while Haagen-Dazs (normally
sold in 14-ounce containers) is taxable.




Lvalara Tax Research




Thousands of hours of up-to-date tax research by TTR's research team

translated into plain English and made easy to search and cite.




TTR Tax Research by Avalara

Sales and Use Tax
Law Documentation

H
- Saves time and frustration with

explanations that are easy to search, Advanced Product and
understand, and reference Search @ TR Ty Recenrch Service

- Gets tax right with up-to-date sales and
use tax research relevant to your
business

- Reduces cost of manual research by Avalara Taxability
3 DD
O
Audit Simple
Defense Explanations

Support
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Presentation Notes
**Do not change content – approved by Legal 1/25/21**
Avalara Tax Research


Can you guess?

Although Oregon is a NOMAD state (no sales tax) one of the following products IS taxable.

S —
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Can you guess?

While Rhode Island is considering making bicycles tax-exempt to encourage alternative
modes of transportation, Oregon charges tax on bicycle sales.







Why automate sales tax management?

©)

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

Risk
management

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

DD

Business
growth
Free up resources

to focus on high-
value projects


Presenter Notes
Presentation Notes
Next Slide: Poll #4: How likely is your company to pursue sales tax automation within the next year?
Highly likely
Somewhat likely
Neutral
Somewhat unlikely
Highly unlikely


Can you guess?

How many sales tax rate updates were there in 20217

0,014 4,010 00,140 41,600



Can you guess?

There were 1,522 U.S. multi-tax rate updates, 6,014 sales tax rate updates, and 56
international rate updates in 2021.

0,014


Presenter Notes
Presentation Notes
Those numbers are going to continue to increase every year which seems daunting, but  Avalara has a worry-free, sales tax automation that will enable you to relax and say Avalarahhhhhhhhh!
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Presenter Notes
Presentation Notes
Q&A 

Alright everyone, that wraps up today’s session.  Hopefully, this provided you with good insights on how to manage sales tax compliance, and how Avalara and automation can help your business.   

Let’s jump to some questions.  Peter, have you seen any come in the chat?




Mvalara

Thank you!

If you have additional questions, please contact your
Avalara sales executive:

Parker Wilson | Sales Executive
e: parker.wilson@avalara.com

© Avalara. Confidential and proprietary.
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Presenter Notes
Presentation Notes
Thank you 

Alright, well that should do it.  Thank you all for joining today.  

Here’s my contact information, please do not hesitate to reach out via email if you have any questions or want to chat further.  I’m also happy to send any of you the economic nexus resources, including the free assessment.

You will also hear from another one of our teammate’s who will reach out with the webinar recording and help with scheduling any additional time with the Avalara team.

Priority Software Team – any final words before we end today’s session?

Thank you again!
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