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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
Certificate

Qualifying

for credit

> Respondto 3 of 4 poll questions > Downloadthe certificate once you qualify

> Questionsdisplayfora limited amount > Find the Earn Certification box

of time > Clickthe iconto download

> Select your answer and click submit
> Attend the full duration of the webinar > Those that qualify will also receive their

certificate in a post-event email

> Attend atleast 50-minutes to qualify

© Avalara. Confidential and proprietary.
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CPE POLL QUESTION 1

How would you rate your current procure to
pay processes?



>

>

>

State-of-play for accounts payable
Catching vendor errors before they become a liability
Managing vendor exemptions with ease

Filing 1099 forms from your vendors

Q&A



Managing accounts
payable processes 101



Procure to pay processes

Overview

From the tax rates charged at checkout
to IRS forms and even your accounts payable —
there are a lot of moving pieces in your business.

But are all those pieces moving in the right
direction to keep you tax compliant?




Procure to pay processes

Overview

*  Use tax gets complex when buyers are
responsible for paying the sales tax

*  Manually managing exemption certificates
may resultin overpayment of taxes, putting
vendors at risk

* Filing tax returns is complicated and stressful
since you need to determine which of the
many forms to fill




CPE POLL QUESTION 2

How automated are your current procure to
pay processes?



Catching vendor errors



Catching vendor errors

*  Most common consumer use tax issues occurs

when vendors omit or incorrectly charge sales
tax

AN

- AvaTax for Accounts Payable checks rates
according to jurisdiction, product taxability, and
any special rules that may affect the purchase,
making it easier for you to manage compliance




What is consumer use tax?

=
Q Typical examples: Less common examples:

C U - Out-of-state vendor did not - Free giveaways
onsumertise: collect any or all owed tax Internal service distribution
The tax thatis owed by a » Purchase was originally put - Movement of fixed assets
buyer when they are not in inventory and was going

taxed the full amount owed to be resold, but instead

on a purchase by the seller. was used

Purchased in one
jurisdiction, put into service
in another

Change of disposition
(usage reason or location)
can also trigger the tax.



Consumer use tax challenges
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Consumer use tax challenges

Tax complexity 4+ No automation —  High cost AND High risk

Vepdor invoices Internal service Promotional items
with tax errors distribution
Employee Expense(sj / ‘‘‘‘‘‘ Zero-dollarinvoices
purc ase Car S ........... ) T e
Inventory i,
internal usrz ........................................................ / G/L accruals
................. Self-assessment
Materialsincluded om0 process \) Sales & Use Tax
project&services Returns
Purchases e Vendor invoices f
delivered 16 one " | T e endor invoices from
location and - e vendors without
distributed to Othel's T nexus
: : Real Property, Capital
Capital asset Inventory movement |
: mprovements &
movements & aging

Repairs/Maintenance



How do companies manage
Consumer Use Tax liability?

Overwhelmingly the answer is “with difficulty”

Strategiesto manage varies wildly:

«  Ostrich mode * Manual invoice inspection at

«  Bestguesslump sum time of invoice

payment *  Programmatic evaluation at

*  Manual paperinvoice time of invoice

sampling in batch * Internal reverse audit with
« Spreadsheet manual audit Support Software
(subset of invoices) « External multi-yearreverse
audit

« Qutsource entire process
(big 5 firms)




Introducing...
AvaTax for Accounts Payable

Product overview

Processautomationfor consumer use
tax self-assessment

* Flexible transaction importfrom
any source, including real-time support

« Configurable rules to support automated
and semi-automated processes

*  Powerful reporting for process control,
G/L journal entries, audit trails, and
liability analysis

* Integrated with Avalara Returns




CPE POLL QUESTION 3

What percent of your team's time is
spent fixing errors or resolving vendor
questions in your procure to pay processes?



“Managing vendor
exemptions



Sales Tax Merd Store kbt Faruity Weda

Sales Tax Educatiom - Comsultation - Sales Tax Resources -

D.C. Court Affirms the Denial of Refund Claim for
Hospital
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Tax exemption resale example: Auto supply chain

=NEI88 VENDOR exemptions scenario(“I need to make sure all my suppliershave my tax exemption certificate(s).”)

CUSTOMER exemptions scenario ("I need to collectexemption certificates from my tax-exempt customers.”)

End buyer
(consumer or
business)

Components
manufacturer

Tax exemption certificate Tax exemption certificate Tax exemption certificate Pays sales tax

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

Tax-exempt purchases Taxable purchase




Vendor Exemptions from Ford’s perspective as a buyer
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i i ,_  Enables buyers to proactively, &
THE GEORGE intelligently send Exemption

: WASHINGTON Certificates to vendors
S UNIVERSITY o | . |
: @ T E « Ensurestax isn't paid when it shouldnt
s ' ~N be and is paid when it should
. . Medical
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equipment
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Vendor Exemption Management

ﬁ&l Adds control to procurement process
L
S5

-

Minimizes time and need for tax expertise Automates vendor exemption
management workflow

Supports efficient use of business

Allows web-based automation and process resources

?l centralization
Vv
pAW
S

Enables Centralized Storage

Improves supply chain agility and
Creates pre-populated certificates (signature) efficiency

Ev:l Improves vendor/supplier relationship, creates
O O more efficient buying process
AA




Vendor Exemptions Addresses Buyer Challenges

Buyer

?

a e
o—@-o Send
Cfbb

% Manage

@ Validate

olololl
1010101 Workflow

oliolio ¢

@ Analyze
exposure

Before
Scenario

Challenges

Vendor
Exemptions
Solution

Don't know when
and what to send

Missing cert could
resultin tax charges

Incorrect certificate
increases use tax
liability

Disrupts purchase
cycle

Intelligently
determines correct
forms & reason for
exemptions

Manage any volume
with high velocity

Certs stored in
various formats
and locations

Not accessible
when needed

Visibility to vendors &

exemptions

CertExpress storage
and delivery

* Inability to validate

company cert
informationin real
time

Potential vendor
tax liability from
expired certs

Real-time validation
with correct
company
information and
controls

Need certs in
advance of
PO/invoice

Credit & re-billing
Order delays

Approval workflows
Tax/AP

Integration API's

Control vendor
onboarding

* Manually track &
identify missing, invalid,
or expired certs

* Expired certs may lead
to sales tax erroneously
charges

* Labor-intensive,
Potential non-compliant
purchases

* Review vendor
information and types
of exemptions



Vendor Exemption Management Features

Simplifies purchasing, reduces credit & re-bills, minimizing tax over-payment

Load vendor/supplier data &
certificates

W) | Adds controls & policy enforcement to
—_I:QL) purchasing across the organization

o=, Collaborate Gen.effate
S Minimizes need for internal tax Certificates
— . Avalara Vendor
expertise Exemptions
@l Reduces potential tax overpayment Add
renew, and :call
update electronically

E%j Improves vendor/supplier
O O  relationships by minimizing order
delays and incorrect invoicing

Digitally store and track



Vendor Exemption
Management
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Filter to specific exemption regions
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Lwalara
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Delivery mathod =

Emal 3% i Email or mail certificates to send to
your vendors for tax exemption. We'll
help you choose the correct
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Adding a Vendor & Creating a Certificate

Avalara

Home  Transactions = Endenplioens = Retamns = Heports  Seltings v

ECH Fro SALESDEMOD Switch compamy

Add a vendor
e Select +Add a

Hose supply. LLLC HO5 ET-41584]
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Vendor Exemptions identifies missing certificates > Click “Create & send”.

fvalara @ melp WM Account

Homa  Tramsactions = Exemplions - Returms = Reports  Sattings =
T —

ECM Pro SALESDEMO Switch company

SEArTh by ST A CWTIHTET Do o ainemane (D

Hose supply. LLC Lo a

A Mo supply. LLC B eaissing cenmilicates los Florida,  Cregte & send

Vendor code  HOD

Certificates  Vendordetails  History

Shra ony acthee oartificades

Certificate ID 4+ Region Exemption reascn Effective Expiration Status Single e Preview
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Avalara
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Create a certificate package
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Create new package Cancel

Vendor Exemption
Management Premium
can create a package of
commonly sent
certificatesto save time
and effort
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HKvalara
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Package can be sentto one or
multiple vendors - vendor(s)
receives all exemption certificates
for all regions you specity

Remaove this cert dficate

Ry this ceitihiste
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Avalara Vendor Exemption
Management

« Centralize & control your tax-exempt
procurement processes

*  Create and send documents directly to
vendors quickly, accurately, and at scale

* Securelycollect, store, and manage your
exemption certificates

*  Manage vendor list & information
« Savetime and improve agility

»  Reduce credit & re-bills, tax overcharge, hassle
and time with suppliers




for your vendors



CPE POLL QUESTION 4

What is the hardest part of managing tax
compliance for your company?



Maintaining IRS
compliance can be tricky
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Customer pain points

W9 & 1099 forms

9

Lack of a structured,
validated W9 collection
process

Can be a liability to the business

9

Managing and remediating
federal B-Notices

Manually intensive process
(based on bad W9)

9

Lack of W9 compliance

Businesses required to withhold
a percentage from vendor
payments automatically

9

Rush to send and collect
WQ9's

1099's are then created and
filed last-minute

9

W@9s are stored as printed
copies

Inaccessible and the number of
forms managed is becoming
unwieldy

9

Too much resources spent
on W9/1099

Wasteful and inefficient use of
employee resources

9

Tracking W9 expirations

Complex and varies across the
different form types and is
regulatory driven (FATCA)




Legislative changes complicate 1099

$600

1099 threshold reduced
from $20,000 for payment
processors

Marketplacesimpacted more

Red Tape Reduction Act

proposed to raise threshold
backto $10,000

10 forms

Electronic filing reduced
from 250 forms

Small businesses are
mostimpacted

Electronicfilingisa
requirement

Penalties

Collected by IRS are
increasing this year



Legislative changes complicate W-9 & 1099

Providing an Manually managing
incorrecttax ID for W9 was never your own W9 or 1099
vendors when filing collected collectionand

a 1099 storage

Notified by IRS and must Fined $50 - $280 per Security must be up to par;
rectify with vendor, missing W9 W9s include VERY sensitive
otherwise business will information

incur penalties

© Avalara. Confidential and proprietary.



How Avalara 1099 can help

(powered by Track1099)

Generate and e-file IRS Forms 1099, W-9, W-2,
1095, and more

« Fully paper-free process, from IRS e-files to recipient
e-delivery, to e-corrections, and state e-filing

* Match taxpayeridentification numbers (TIN) to
preventIRS fines for errors

*  Securedelivery to IRS and recipientsis easy

«  Continue to save and transferthe data
from year-to-year

« Storeand manage W-9s in a secure repository

TAX

3




W9 & 1099 business use case scenarios

Use case

Avalara 1099 unique value

We are a shopping platform and sign our'merchants’
up online and would like to receive a W9 as a part of
the merchantsign up process.

We have a lotof vendors and need to collectW9s from
them, and then we want to use that information on the
complimentary 1099s.

We need help to digitize our paper W9 IRS forms

We need help knowing who to request W9s from and

keep track of who has and hasn't filled a form outand
remind them to fill it outin time.

© O O

Avalara providesa vendor plugin that allowsfor the
TIN validation, renewal, and storage, and retrieval of
W09s at the point of vendor on-boarding.

Avalara 1099 will automatically transfer accurate
information fromthe W9 to the 1099s so there are no
discrepancies

Avalara provides managed servicesthat will digitize
paper documentsand attach the W9 directlyto the
vendorrecords.

Avalara provides a centralized W9 form repository to
track and manage completeandincomplete forms.
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All Forms in one PDF
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Continuing Professional Education (CPE)

Downloading
Certificate

Qualifying

for credit

> Respondto 3 of 4 poll questions > Downloadthe certificate once you qualify

> Questionsdisplayfora limited amount > Find the Earn Certification box

of time > Clickthe iconto download

> Select your answer and click submit
> Attend the full duration of the webinar > Those that qualify will also receive their

certificate in a post-event email

> Attend atleast 50-minutes to qualify

© Avalara. Confidential and proprietary.
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Vendor Exemption Management use case examples

Business use case scenarios

Our vendorsare requesting certificates
forany tax-exempt purchase in advance of
order processing

Our regularvendoris unable to meetour
delivery schedule and we need an alternate
vendorto avoid supply chain disruption

Our vendors need to ship directlyto a
customerwho is in a different state

Avalara Vendor Exemption Management unique value

Receive requests from vendorsfor exemption certificates
Save time with ordersthat are processed rightthe firsttime
Automated and efficient process

Only approved certificates are issued to vendors

Central repository of all issued vendor exemption
certificates makestracking, management, and retrieval easy

Easily set up new vendors and decrease supply chain
disruption

Easily issue exemptionsto new vendors to enable purchase
order fulfillment

Vendorsdrop ship to your customerin a new state

Issue a resale certificateto the new state BEFORE the order
is placed so no tax is charged



