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Disclaimer

While we hope you'll find this discussion helpful,
this session is for informational purposes only
and is not legal or tax advice.
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Avalara
Safe harbor statement

This information is Avalara's confidential information. Materials are
solely for use in this context and are not approved for further
distribution. This document describes Avalara’s intentions as of the
date of drafting and may include descriptions of product functionality
or technology that are not currently available. Avalara reserves the
right to change the functionality, release dates, technology, initiatives,
and plans described herein without notice or duty to update.
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Continuing Professional Education (CPE)

Downloading

Qualifying .
for credit Certificate

> Respond to 3 of 4 poll questions > Download the certificate once you

> Questions display for a limited amount qualify
of time > Find the Earn Certification box

> Select your answer and click submit > Click the icon to download

> Attend at least 50 minutes of the
webinar

> Those that qualify will also receive
their certificate in a post-event email

© Avalara. Confidential and proprietary.



Meet your presenters



Steven Cabrera

Tax Director, Avalara
Professional Services

Avalara

Steven Cabrera is a CPA and former California State
Tax Auditor. He has over 20 years of sales and use
tax experience both in state government and “Big 4~
and national public accounting sectors. His experience
is in voluntary disclosures, tax recovery, registration,
audit representation, taxability research, refund
reviews, due diligence, and more.



John Chiswell

Cross Border Solutions
Manager

Avalara

John Chiswell is a Cross Border Solutions Manager with
over 10 years of logistics & ecommerce background,
having worked with some of the major international
logistics companies. As Cross Border Solutions
Manager, John looks to build solutions for companies
that can help them expand into new markets, taking
advantage of Avalara’s suite of compliance tools



What is nexus?

Who does nexus apply to?

How do | know if | have nexus?
Determining how much you owe
The post-nexus trigger process
How Avalara can help

Q&A



CPE POLL QUESTION 1

What do you find most challenging when
It comes to understanding nexus?



What is nexus?



A GROWING LIST

Physical nexus-
creating activities

o

@ Multi-state locations ?@ Affiliates
N> =4
%} Ir\/lelccl)gitrinonce/serwce/ g@; Tradeshows

e 5D Commissions to resellers
g] Own / lease real property 9’2 (1099s)
aaD
= Hosted data centers o_<‘$>_o Investors / board members /
. . aaa employees

o

Field sales / service staff

gl

Marketing / web advertising

180

Charge licenses /
royalty / fees / franchisees

Drop shipments

Direct and/or online sales

Maintenance contracts

Maintains inventory
including 3rd party owned
warehouses

Remote sales
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Nexus

Nexus describes the contact you have with a given state and establishes whether
that state can obligate your company to collect sales taxes.

Physical
SZ ysical presence

Economic nexus
(Additional rules)

Employees in a state — register for
payroll taxes

Locations in a state — paying
property taxes

Sending employees into a state -
deliveries, repairs, conferences

And more...

© Avalara. Confidential and proprietary.

Click-through

Affiliate

Sales volumes exceed thresholds
Marketplace



All 45 states South Dakota v. Wayfair, Inc.

changed sales tax for businesses

with a state sales tax have
adopted economic nexus.

Thresholds vary state-by-state. ]
On June 21, 2018, the U.S. Supreme Court issued

its decision in South Dakota v. Wayfair, Inc.

> The Court ruled in favor of South Dakota and
eviscerated the physical presence standard
set forth in Quill Corp. v. North Dakota and
National Bellas Hess, Inc. v. Department of
Revenue of lllinois.

> New economic nexus laws allow states to
impose sales tax obligations on out-of-state
sellers based on their level of economic activity
in a state.




Economic nexus thresholds by state

O -
$250,000
m MT ND
‘ $100,000 or 200 transactions m
ID .
$100,000 m
IA
Q Does not have economic nexus law n
co
KS
> Connecticut’'s threshold is gross a2
receipts of $100,000 and 200 retail NM oK

transactions

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

> Certain states exclude resale, services,
digital, SaaS, and more.

© Avalara. Confidential and proprietary. 14



CPE POLL QUESTION 2

Because of economic nexus laws, in how
many states has your business had to
begin collecting and remitting sales tax?



Who does nexus apply
to?



In Europe, each
country is a taxing
jurisdiction. In the
U.S., there are more
than 13,000 tax
jurisdictions, from
states to counties to
cities.

Nexus rules apply
to businesses
located outside
the U.S.

International sellers
must also consider
U.S. sales tax
exemptions and sales
tax holidays.

Unlike VAT, which is
charged at every
stage of production,
U.S. sales tax is paid
by the customer at
the final sale of the
product.

M



How do | know if
| have nexus?



How do | know if | have nexus?

There are several types of nexus that may create an obligation for you to register, then
collect and remit sales or use tax, in a given state

Affiliate nexus

Is having ties to
affiliates, partners,
or other businesses
in a state

Click-through

Nexus is getting
referrals from in
state entities
through links on a
website

O

Economic nexus

Is having a certain
amount of sales or
number of
transactions in a
state

9

Physical presence

Is having employees,
inventory, kiosks,
offices, stores, trade
show attendance,
warehouses, or other
physical ties



https://www.avalara.com/us/en/learn/guides/state-by-state-guide-economic-nexus-laws.html
https://www.avalara.com/us/en/learn/guides/state-by-state-click-through-nexus-guide.html
https://www.avalara.com/us/en/learn/guides/state-by-state-affiliate-nexus-guide-avalara.html
https://www.avalara.com/us/en/learn/guides/state-by-state-physical-presence-nexus-guide.html

KEEPING UP WITH NEXUS REQUIREMENTS

Many businesses have gone
from having nexus in 1 state to
multiple states in a short
period of time.

Once you trigger nexus, you
must then register for a sales
tax permit and/or business
license and begin collecting
within the state’s timeframe.

Grace periods vary by state.




KEEPING UP WITH NEXUS REQUIREMENTS

To comply, you must know the
sales tax laws specific to every
state you sell into, including
each local jurisdiction.

13,000+ o

TAX

S




KEEPING UP WITH NEXUS REQUIREMENTS

Technology is no longer a
luxury, but a requirement to help
businesses comply at scale.

You have two options:

> Follow state and local sales tax
laws in every state you sell into.

> Automate your sales tax
compliance process.



Determining how much
you owe



Determine how much a
financial risk was triggered

Once you hit nexus, you must register.
It's important to examine your financial risk.

> Do you have a $5,000 a day problem? Or do you
have a $100 a year problem?

ey

QUICK TIP:
> Your reaction should be measured by the You can use your sales
amount you owe. If you owe little to nothing, you ’ data and the tax rate
do not need to respond quickly — or even at all. for the jurisdiction
< where you've made
> If y_o|L<JI have a $5,000 a day problem — react cqles 1B conntal, &
quickly.

much you owe.
> In certain states, grace periods provide grant
time to register.

> Depending on how much you owe, you may want to
consider taking advantage of a voluntary disclosure

agreement (VDA). \




The post-nexus trigger
Process



Registering to collect
sales and use tax

Once you've determined how much you
owe (if at all), it's time to register your
business.

Registration applications and paperwork
vary by state, and sometimes even by
jurisdiction.

Unresolved delinquencies must be resolved
before registration. In many states,
registering for sales tax may disqualify you
from a Voluntary Disclosure Agreement
(VDA).




Adding new states
& jurisdictions

Once you've registered, you need to set
up processes to start calculating the
correct sales and use tax in every
applicable state and jurisdiction.




Preparing & filing your
sales tax returns

Now that you're registered and set up to
collect tax in a new state, you're ready to
determine your filing schedule and begin
filing sales tax returns.




CPE POLL QUESTION 3

How automated are your tax processes
and technologies?



How Avalara can help



Automation is key to
keeping up with nexus

Avalara’s free nexus tool helps determine
where you may have nexus.
> Provides an estimate of where your

business may have triggered economic
nexus

Avalara’s Premium Sales Tax Risk
Assessment offers a comprehensive view
of your obligations.

> Provides an exact list of U.S. states where
the company has triggered nexus, in
addition to a tax exposure analysis

Avalara’s AvaTax can also help monitor new
sales tax obligations and new nexus
thresholds.

Sales (877) 7804848 Support  Sign in
Avalara  soltions.  Products.  Resources Partners.  About.  Blog B Take the free assessment

Sales & use tax General | Tax obligations Registration Rates Returns Related

- ECONOMIC RISK ASSESSMENT

Are you aware of your
potential sales tax

obligations? Find out =
for free _

If you do business in multiple states, it's important
to know if you need to register to collect and file
sales tax. This assessment provides an estimate
of where your business may have triggered
economic nexus.

Take the free assessment
By clicking this, you accept our

For existing customers, sign in to your account to review your sales tax obligations.



https://www.avalara.com/us/en/products/professional-services/sales-tax-risk-assessment.html
https://www.avalara.com/us/en/products/professional-services/sales-tax-risk-assessment.html

Voluntary Disclosure

Avalara’s Voluntary Disclosure Services
will do the following™:

> Get the company registered
> File all delinquent tax returns
> Penalties will be waived

> Liability periods shortened to 3-4 years in
most states

*subject to qualifying criteria

Sales (877) 224-3650  Support

AVCI |.CII’C] Solutions~  Products~ Resources v Partners~  About-  Blog Search B m

Professional tax services

Whip your tax compliance into shape — and keep it humming - with
our range of expert sales tax advisory services.

Put a tax pro in your corner

The demands of tax compliance are many, but there’s no need to feel
overwhelmed. Whether you're a new, growing, or established company, let our tax
experts guide you through nexus, business licenses, VDAs, backfiling, and more.
We can even fast-track your implementation of Avalara tools.


https://www.avalara.com/blog/en/north-america/2018/05/debunking-4-myths-about-voluntary-disclosure-agreements.html

Registering to collect
sales and use tax

You're required to register in states
where you have nexus. Avalara
Sales Tax Registration can fill out
one form to register for multiple
jurisdictions where you owe.
Avalara can handle the applications
for you.

A\VO[GFO Solutions - Products -  Resources

Sales Tax Registration

D BUSINESS LICENSES

Sales Tax Registration

Related products

Simplify the process of sales tax registration across the U.S. — all
from a single solution

Get registered

WHY USE AVALARA FOR SALES TAX REGISTRATION

Make registration a snap

Are you selling throughout the U.S.? If so, getting
registered in the states in which you're obligated to
collect and remit sales tax should be one of your first
steps.


https://www.avalara.com/us/en/products/business-licenses/sales-tax-registration.html
https://www.avalara.com/us/en/products/business-licenses/sales-tax-registration.html

Preparing & filing your
sales tax returns

To help determine your filing schedule and
begin filing sales tax returns, use Avalara

Returns

> Use the tool to set up and schedule your
returns or the new jurisdiction so that you

file on time.

TABLE OF CONTENTS

2 Expand X Collapse

Create a basic company
profile

Add a user and set
permissions

Fine-tune your company
profile in AvaTax

Information you need to set
up returns

Import transactions (legacy

Set up Managed Returns

Complete a funding power of
attorney

Review filing information for

returns

Schedule returns in Managed

Returns

Schedule returns for a new
company

Mvalara Knowledge Center

Avalara Managed Returns Filter

Home > Avalara Managed Returns > Set up Managed Returns

This publication X

Library Register

k billing, ¢

Set up Managed Returns <> @A m oo
la Avalara Managed Returns Last Updated Feb01,2023 | © 1 min read
External  Consumerusetax  Salestax Seller use tax Managed Returns Setup  Product guides
We can prepare and file tax returns on your behalf with Managed Returns. If you've purchased it, set up Managed Returns now. Related Links
Gather the information you need to set up Managed Returns. B File taxes on your ow
If you want multiple companies to file returns as a single reporting entity, make sure they all have the same parent company in AvaTax Ifyou don't use Returns, |
and sellers use tax and cc
1. Review where you collect and pay tax. use tax reports to get the
Make sure we know everywhere you collect and pay tax. Confirm the tax types and effective date for each jurisdiction information you need to
own retumns.
L S S.
2 m?or( missing transaction: E Reconcile and file us:
Verify that all transactions for this filing period are in our platform (for annual returns, for example, make sure you have all transactions for this Returns
year). If a jurisdiction requires you to make early payments on any returns that you want Avalara to file for you, add those prior payments to ‘o
Between the 5th and 101t
Managed Returns as well.
g month, review, reconcile,

3. Complete a funding power of attorney.

This way, we can pay on your behalf,

Tip:

approve your scheduled |
returns for a state and me
how to add or adjust prey

d othe

prior payments,

liabilities

E Monthly Returns cycl

If you need to file returns in Canada, you cannot set them up directly in Managed Returns. Submit a case with your company name and filing terms.

Learn more about Canadian filing requirements



https://knowledge.avalara.com/en-US/bundle/hps1656397152776_hps1656397152776/page/Set_up_Managed_Returns.html
https://knowledge.avalara.com/en-US/bundle/hps1656397152776_hps1656397152776/page/Set_up_Managed_Returns.html

CPE POLL QUESTION 4

What was your top learning from
today's webinar?



Questions



M

Continuing Professional Education (CPE)

Downloading

Qualifying .
for credit Certificate

> Respond to 3 of 4 poll questions > Download the certificate once you

> Questions display for a limited amount qualify
of time > Find the Earn Certification box

> Select your answer and click submit > Click the icon to download

> Attend the full duration of the webinar

_ _ > Those that qualify will also receive
» Attend at least 50-minutes to qualify their certificate in a post-event email

© Avalara. Confidential and proprietary.




Upcoming webinars

avalara.com/webinars

Webinars

> 3/19 How to get tax decisions
right with tax research

> 3/28 2024 tax changes: Q2
outlook



avalara.com/webinars

LHvalara

Tax compliance done right




	Slide 1:   Navigating nexus: Mastering sales   tax compliance
	Slide 2: Disclaimer
	Slide 3: This information is Avalara's confidential information. Materials are solely for use in this context and are not approved for further distribution. This document describes Avalara’s intentions as of the date of drafting and may include descriptio
	Slide 4: Continuing Professional Education (CPE) 
	Slide 5
	Slide 6
	Slide 7
	Slide 8
	Slide 9
	Slide 10
	Slide 11: Physical nexus-creating activities
	Slide 12: Nexus
	Slide 13: All 45 states 
	Slide 14: Economic nexus thresholds by state
	Slide 15
	Slide 16
	Slide 17
	Slide 18
	Slide 19: How do I know if I have nexus?
	Slide 20: Many businesses have gone from having nexus in 1 state to multiple states in a short period of time.  Once you trigger nexus, you must then register for a sales tax permit and/or business license and begin collecting within the state’s timeframe
	Slide 21: To comply, you must know the sales tax laws specific to every state you sell into, including each local jurisdiction.
	Slide 22: Technology is no longer a luxury, but a requirement to help businesses comply at scale.
	Slide 23
	Slide 24: Determine how much a financial risk was triggered 
	Slide 25
	Slide 26: Registering to collect sales and use tax
	Slide 27: Adding new states  & jurisdictions 
	Slide 28: Preparing & filing your sales tax returns 
	Slide 29
	Slide 30
	Slide 31: Automation is key to keeping up with nexus
	Slide 32: Voluntary Disclosure
	Slide 33: Registering to collect sales and use tax
	Slide 34: Preparing & filing your sales tax returns 
	Slide 35
	Slide 36
	Slide 37: Continuing Professional Education (CPE) 
	Slide 38: Upcoming webinars
	Slide 39

