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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.

—




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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> How tax compliance automation is transforming finance

> Who is Avalara?
> Business pain points of tax compliance
> The quantified and unquantified benefits of Avalara

> The Total Economic Impact™ of Avalara

> Q&A




Tax compliance automatio
transforming finance

Meng Liu
Senior Analyst

© Forrester Research, Inc. All rights reserved.



3 reasons why tax
compliance
automation IS
rising in CFO
priorities

The economic uncertainty reminded CFOs
of the importance of their bottomline — and
tax automation helps reduce operating
costs and improve on the forecasts of
future cash demands

Tax automation supports more efficient
and more effective financial processes —
accelerating finance transformation

Global tax and e-invoicing compliance is a
prerequisite for businesses to operate
globally



U.S. sales tax
compliance IS
getting much more
complex

© Forrester Research, Inc. All rights reserved.

There are more than 13,000 U.S. sales and use
tax jurisdictions.

In 2023 there were:

= 11,192 sales and use tax rate updates in
the U.S.

= 85,836 taxability updates in the U.S. and
Canada.

= 98,910 U.S. sales tax holiday rule
updates.

= 337 international rate updates and 6,779
International taxability updates.



Globally,
elnvoicing
mandates have
been rapidly
Increasing
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1. Streamline and automate complex tax

Three key ValueS calculations, such as the U.S. sales tax,

- GST, and VAT task
of tax compliance and VAT Tasie

aut()mati()n 2. Improve tax compliance capabilities in a
cost-effective way

3. Provide visualized reporting and analysis of
the financial implications of tax and e-
Invoices

© Forrester Research, Inc. All rights reserved.



Key market dynamics of tax compliance automation

Disconnected systems
cause integration and
communication issues.

Advanced Al is the new
differentiator

SaaS model is gaining
ground

© Forrester Research, Inc. All rights reserved. 12



What is Avalara?
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Tax Compliance Automation Suite -
\“-—-l‘ -~
Tax Exemption Tax t Saltes
research management determination ———> flaxreturns
4 4 Exempt 4
Specific tax status
answers & Returns,
Request related Request Certificates Taxes remittance
tax laws Pap'er Transaction
to digital info v
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Information

Customer Data
<< >

Exempt status

Systems

ERP, ecommerce,
POS, billing

Customers Government
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Vendors

You

( )

Assess your tax
compliance risk
and stibmit
voluntary
disclosures

—

Comply with
buginess
licenses & tax
regisfrations

2
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Customers

Manage
property tax
assessments
and returns



Avalara sales compliance products

You

Research taxability
of sold
products

— Your sales —

Calculate

taxes

File and
remit taxes

Assign thej
correct HS
codes to prod

ucts

Collect and
validate
Customer
Exemption
Certificates

Send

e-invoices

Calculate
customs duties
apd charges
for|your invoice

§

Customers

Digitally

collect and file

tax forms



Avalara sales compliance products

——— Core Products ———

AvaTax Exemption
(US Sales Certificates
and VAT) (Customer)
oy
- I
Customers
You

Tax Returns E-Invoicing &
& Reporting Live Reporting

Item
Classification

e Cross-Border

Research

Supporting Products



Avalara procurement compliance products

~— Your purchases ———

Send Vendor
Exemption
Certificates

Verify and/or
accrue taxes

You

File and Receive
remit taxes e-invoice

Verify the Understand rdiles Verify your Digitall
product and taxability venldor’s customs IIecgc ano},file
classification of purchase Charges co P
of goods goods & services (Goming soon) taxforms




Avalara procurement compliance products

—— Core Products ———

AvaTax Exemption
(Accounts Certificates

Payable) (Vendor) §

You

Tax Returns E-Invoicing &
& Reporting Live Reporting

Item Tax Cross-Border 1099
Classification Research &'W-9

Supporting Products



Avalara products and services

. A 1
® — vYour purchases ——» —— Yoursales ———» &7

Vendor Customer

You

Exemption Tax Returns E-Invoicing &

Core Products Certificates Tax Calculation & Reporting Live Reporting

Supporting Licenses & Tax ltem Cross-Border Property

Products Registration Research Classification Tax

: o Application
Integrations SRE & eCommerce Marketplace Point-of-Sale ) Programming
& APIs Accounting Payments Interfaces

Professional Streamlined Sales Tax Risk

‘ . Traini
Services Sales Tax Assessment lielemeratcn raining Support

m Managed services

© Avalara. Confidential and proprietary. 21



TEIl 1s a proven, TOTAL ECONOI\/II

consistent, repeatable IMPACT
methodology to
justify technology
Investments.



Project approach

Forrester took a multistep approach to evaluate the impact of Avalara.

DUE CUSTOMER FINANCIAL WRITE CASE REVIEW AND
DILIGENCE INTERVIEWS MODEL STUDY FINALIZE

February 2024.
© Forrester Research, Inc. All rights reserved.
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Disclosures

The audience should be aware of the following:

» This document is an abridged webinar version of a full case study (Total Economic Impact of Avalara,
February 2024).

* The study is commissioned by Avalara and delivered by the Forrester Consulting group.

» Forrester makes no assumptions as to the potential return on investment that other organizations will
receive. Forrester strongly advises that readers should use their own estimates within the framework
provided in the study to determine the appropriateness of an investment in Avalara.

» Avalara reviewed and provided feedback to Forrester, but Forrester maintains editorial control over the
study and its findings and does not accept changes to the study that contradict Forrester’s findings or
obscure the meaning of the study.

* The customer’s names for the interviews was provided by Avalara.

* Forrester does not endorse Avalara.

24



Forrester has determined the following
three-year impact:

o~ el !!.!
ROI BENEFITS NPV
153% $770K $465K

Source: A Total Econ [ Of vala commissio ned
study conducted by F r Consultir g I I alf of Avala
February 2024.

Research, Inc. All rights reserved.

“When I’'m not on Avalara,
we’re — 0N a good day —
only 25% to 30%
compliant. And when you

get on Avalara you're
probably 95% to 100%
compliance. That’s the big
difference to me.”

— Senior tax director, manufacturing




Forrester interviewed 6 Avalara customers

Professional services
Senior director, finance applications
$2.8B revenue

Manufacturing
Executive tax director

/ $8.5B revenue
8,5000 employees I- 15,500 employees

Manufacturing
Senior tax director
$1.36B revenue
4,500 employees

£

Software
Senior tax director __— D

$300 million revenue
1,300 employees

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,

February 2024.

© Forrester Research, Inc. All rights reserved.

Medical devices
CFO

$24M revenue
105 employees

Retail and manufacturing
CIO

$80 million revenue

106 employees



Prior to using Avalara

Inefficient and
manual processes.

Lack of expertise
around tax laws and
rates.

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.

Increase in risk
and vulnerabilities
with growth.

Poor exemption
certificate
management.

27




Investment objectives

The interviewed representations searched for a solution that:

Improve productivity
So internal team
could focus on
value-add work.

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.

Improve data quality
and accuracy.

Provide highly
skilled personnel
with extensive tax
expertise to
ensure compliance
and maintain
proper tax
processes as
taxability grows.

28




We shopped around for a different software company, but Avalara
seemed to have the most bells and whistles for what we were
looking for as far as consistency ... and [we wanted an] easy way
to customize [reports] for our needs. ... Avalara spent time with us
to come up with a way to customized queries the way we wanted
it. Because they were willing to work with us and have that
customizabillity that we needed, we went with them.

— EXxecutive tax director, manufacturing




Creating a business case for Avalara

Forrester created a composite organization to convey the aggregate financial analysis.

REVENUE MANAGED RETURNS
$300 million 400 annually
EMPLOYEES TRANSACTIONS

1,000 employees
EXEMPTION CERTIFICATES

10,000 annually
NET NEW CERTIFICATES

2,000 100 annually
SOLUTIONS IMPLEMENTED IMPLEMENTATION
AvaTax, Exemption Certification 2 IT professionals
Management, Managed Returns, dedicated

Tax Research solutions

T 1EACE LA AESETN ¥ T R
r har [ iwnis i n # r



Three-year,
risk-adjusted benefits

Based on the composite organization

Streamlining Tax exemption Audit
tax filings certificates  preparation
labor savings labor savings efficiency,
avoided
penalties
savings, and
external
auditor
savings

Reduction in Tax research

spend on labor savings
third-party
services




Streamlining Tax
Filings Labor Savings

85% efficiency gained using
Avalara

50 hours per month to 7.5

‘ hours per month on
collecting documentation and
filing activities

‘ $83,000 three-year risk-adjusted PV

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.



Tax Exemption
Certificates Labor Savings

1248 hours avoided due to
Avalara ensuring all exemption

certificates are filled out correctly

50% reduction in time spent on
managing certificates

‘ $96,000 three-year risk-adjusted PV

Source: A Total Economic Impac tOf Avalara,, a commissione: d
tdy dtdbyF ester Consulting on behalf of Avalar
February 2024.

© Forrester Research, Inc. All rights reserved.




Audit Preparation Efficiency,
Avoided Penalties Savings, And
External Auditor Savings

85% reduction in time spent on
audit preparation

2 penalties avoided per year due
to centralization of records and
automatic tax calculations

Eliminated need for external
auditor

$210,000 three-year risk-adjusted PV

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.



Reduction In Spend On
Third-Party Services

1 consultant hired for sales tax-
related questions reduced

‘ $317,000 three-year risk-adjusted PV

Source: A Total Econ omic p Of Avalar missi ned
study conducted by Forrester sultin g b h If f valar
February 2024.

esearch, All rights reserved.




Tax Research Labor
Savings

90% tax research efficiencies
gained using Avalara

35 hours per month to 3
hours per month on research

efforts

‘ $63,000 three-year risk-adjusted PV

Source: A Total Economic Impac tOf Avalara,, a commissione: d
tdy dtdbyF ester Consulting on behalf of Avalar
February 2024.

© Forrester Research, Inc. All rights reserved.




There are benefits to using Avalara that customers

couldn’t quantify

Decreasing sales tax
liabilities.

Simplifying expanding
Into new jurisdictions.

Gaining access to
reliable expertise.

Improving processes for
salespeople trying to
validate certificates.



There are benefits to using Avalara that customers
couldn’t quantify

Reducing shipping
errors due to
address
confirmation.

Shifting focus to
business needs
rather than tax
decision-making.

Gaining
credibility with
customers.

confidente in tax improving voluntary
i disclosure agreement
compliance.

(VDA) processes.

38



Where the customer expects to see more value
from Avalara in the future.

« Enhancing global expansion.

« Supporting merger and acquisition
activities.

“If we were to do a VAT tax in Europe, if we
started selling direct instead of just through an
OEM, | can rest comfortably knowing that | have
the tools available to do that and | wouldn’t have

to figure it all out [on my own].”

- CFO, medical device manufacturing

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.




Three-year,
risk-adjusted costs

$259K

Based on the composite organization

‘Il was somewhat concerned that [the
Implementation] was going to be an
overwhelming or confusing process. [l thought] | $35K

was going to need a lot of handholding, but it - $11K

actually ended up being quite the contrary.”
Avalara license Implementation Ongoing

Senior tax director, software fees costs management and
training costs

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.



BENEFITS PV
$770K

PAYBACK
7 <6 months

Source: A commissioned Total Economic Impact™ study conducted by Forrester
Consulting on behalf of Avalara, 2024.

© Forrester Research, Inc. All rights reserved.

“In my opinion,
Avalara is still the best
tax service on the
market.”

—Senior tax director, manufacturing
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Thank You.

Stephanie Slate
Senior TEI Consultant

© Forrester Research, Inc. All rights reserved.



Present value (PV)
The present or current value of (discounted) cost

- R M and benefit estimates given at an interest rate (the
B US I n eSS Case d efl n Itl O nS discount rate). The PV of costs and benefits feed
1 O 1 into the total NPV of cash flows.

Net present value (NPV)

The present or current value of (discounted) future net
cash flows given an interest rate (the discount rate). A
positive project NPV normally indicates that the investment
should be made, unless other projects have higher NPVs.

Return on investment (ROI)

A project’s expected return in
percentage terms. ROl is calculated
by dividing net benefits (benefits
less costs) by costs.

Payback period

The breakeven point for an
investment. This is the point in time at
which net benefits (benefits minus
costs) equal initial investment or cost.

Source: A Total Economic Impact Of Avalara,, a commissioned
study conducted by Forrester Consulting on behalf of Avalara,
February 2024.

© Forrester Research, Inc. All rights reserved.



