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2 Introduction

This how-to guide helps you to work with Tax Service in the US localization of SAP Business One.

Tax requirements in the US market are constantly evolving, with there being variation in requirements at the
federal, state, county, city, and street address level. This makes tax requirement management in SAP Business
One challenging.

With the level of complexity, to keep up with ongoing changes, and to fulfill legal requirements on tax in the US
market, Tax Service connects SAP Business One to sources of up-to-date tax information.

Tax Service capabilities include:

* Predefined taxes like sales tax content
* Tax updates management

* Time dependent tax exemptions

* Time bound tax rates and jurisdictions

* Tax nexus determination
Tax Service helps you to manage tax compliance by determining taxes on transactions.

Tax Service obtains details from tax information providers to supply SAP Business One with up-to-date sales
tax rate and use tax rate information as and when required. Tax Service means that customers avoid the

need to maintain tax rate information in SAP Business One, reducing the administrative burden. As and when
relevant marketing documents are produced in SAP Business One, a call is placed on Tax Service to provide the
required tax information, this information is then available in SAP Business One marketing documents.

Options exist in SAP Business One to activate Tax Service and provide the required information to set up
connections to tax rate information services. No matter who the provider of tax information is, SAP Business
One creates tax rate repository values for Tax Service and tax calculations are made in SAP Business One
through Tax Engine.

How to Use Tax Service in the US Localization of SAP Business One
4 PUBLIC Introduction



3 Setting Up Tax Service

Settings are available on the tab Tax Service in Document Settings (follow path |+ Administration ¥ System

Initialization » Document Settings ) to enable and set up your Tax Service options, provider, and tax accounts.
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* Sales Tax Account for Tax Service — as used by your company in Accounting Data (follow path
| Administration » Company Details ¥ Accounting Data ).

* Purchase Tax Account for Tax Service — as used by your company. Active if Use Tax Service on Purchase
Documents is selected.

Selecting the option Provider Setup opens a separate window with a tab for the available provider:
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Connect with Avalara by using the link on the tab, then register for Avalara's service to obtain your credentials.
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You can deactivate individual Ship To addresses of business partners by selecting No in the option Tax Service
Enabled (TaaS Enabled in some feature packages) on the Addresses tab of Business Partner Master Data (follow

path | Main Menu » Business Partners » Business Partners Master Data » Addresses 4 tab).
The option Tax Service Enabled is available in the table of properties grid for each Ship To entry of a particular

business partner. The option Tax Service Enabled controls business partner tax nexus in SAP Business One for
the Ship To in question.
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To use Avalara Rates by Address and obtain tax rates from the provider Avalara, you must register for the
service with Avalara which is free-of-charge under a fair usage policy. Select the web link on the tab Avalara
Rates by Address to register and activate the service with Avalara. After registration, Avalara sends a user name
and password which must be added to the tab Avalara Rates by Address in the corresponding fields. Electronic
Document Service tax service, Avalara client, can access the Avalara service and allow requests for tax rates
from Avalara, after registering with Avalara. As Avalara is a separate organization from SAP SE, SAP SE is not
liable for the results of tax rate values that are provided by Avalara or the correctness and accuracy of tax rates
that are provided by Avalara.

Only one Tax Service provider can be active and used for marketing documents at any one time.
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4 Electronic Document Service

Electronic Document Service (EDS) is needed for integration and connection to the tax rates provider Avalara.

Protocols for Tax Service are available in EDS and can be viewed and activated through the EDS Dashboard.
Through the connector Avalara Tax Rate Provider Client, which works with the connector EDS Tax Service,
relevant tax rates are obtained from the online provider of tax information Avalara.

Tax information is held in an encrypted format in EDS in Tax Rate Cache, which is updated as and when
required.

EDS provides tax information to SAP Business One client upon request. When opening relevant marketing
documents and entering valid business partners or addresses, requests are sent to EDS automatically for each
item or service on marketing documents. Tax rates are returned from the request and have precedence over
tax determination setup.
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Working with Tax Service

e activated and set up, Tax Service provides matching rates based on the marketing document and
ness partner properties.

Tax jurisdictions are based on the marketing document row or header level ship-to address ZIP Code,
Street, City, County and State. More inputs mean a more precise response.

Tax jurisdiction rates received from Tax Service are used on marketing documents.

A system Tax Code is generated for each new jurisdiction combination that is created by a document. The
system Tax Code is created by SAP Business One using rates and jurisdictions that are received from Tax
Service and used on marketing document rows.

A default Sales Tax G/L Account is required to add a Tax Code successfully, and then post a marketing
document. The default Sales Tax G/L Account can be changed for subsequent Tax Codes. The specific
Sales Tax G/L Account used for a Tax Code can be changed at any time in Tax Jurisdictions setup. A similar
logic applies to purchasing.

System Tax Codes begin with "#" and end with "SS" if service sales related, "SM" if item sales related,

"PS" if service purchase related or "PM" if material purchase related. The digits (numbers) in the system
Tax Codes represent ZIP Codes. System jurisdiction Codes also begin with "#". A new system Tax Code is
finally added to the database and Tax Codes repository only when a document is added. If the document
addition is stopped, the Tax Code is not added either.

Service sales are determined by a non-inventory item flag in Item Master Data, service type marketing
documents, or header and row freights.

Material sales are determined by an inventory item flag in Iltem Master Data.

The Tax Code Determination mechanism, which pre-dates Tax Service, stays inactive if a match exists in

Tax Service and the specific business partner is set up for Tax Service. System Tax Codes can be used in
Tax Code Determination if that is a future preference.

® Note

Tax Service only works with domestic US business partners.

Tax Service does not currently support Minimum Taxable Amounts, Maximum Taxable Amounts or Flat
Tax Amounts as featured in State Rates - Setup.

Tax Service relies on an Internet connection to function. Without an Internet connection, SAP Business
One falls back to using the Tax Code Determination mechanism.

5.1 Raising an A/R Invoice with Tax Service

When raising an A/R Invoice (follow path |+ Main Menu ¥ Sales - A/R » A/R Invoice ) for a business partner
against their domestic US ship-to address, Tax Code is populated and tax is calculated based on information
from Tax Service and business partner master data.

The
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following A/R Invoice example shows:
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* Asingle item priced at $100.

and the row being for an item, not a service.

* Taxis calculated at $8.75.

A Tax Code "#90245SM" generated based on the business partner's 90245 ZIP Code in El Segundo, CA,
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Drilling down into the Tax Code field through the arrow icon shows more information on the tax calculation:

State tax comes to $7.25, county tax comes to $1.50, city tax is zero.
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Important Disclaimers and Legal Information

Hyperlinks

Some links are classified by an icon and/or a mouseover text. These links provide additional information.
About the icons:

®  Links with the icon o : You are entering a Web site that is not hosted by SAP. By using such links, you agree (unless expressly stated otherwise in your
agreements with SAP) to this:
®  The content of the linked-to site is not SAP documentation. You may not infer any product claims against SAP based on this information.
®  SAPdoes not agree or disagree with the content on the linked-to site, nor does SAP warrant the availability and correctness. SAP shall not be liable for any
damages caused by the use of such content unless damages have been caused by SAP's gross negligence or willful misconduct.
L]

Links with the icon ’h": You are leaving the documentation for that particular SAP product or service and are entering an SAP-hosted Web site. By using
such links, you agree that (unless expressly stated otherwise in your agreements with SAP) you may not infer any product claims against SAP based on this
information.

Videos Hosted on External Platforms

Some videos may point to third-party video hosting platforms. SAP cannot guarantee the future availability of videos stored on these platforms. Furthermore, any
advertisements or other content hosted on these platforms (for example, suggested videos or by navigating to other videos hosted on the same site), are not within
the control or responsibility of SAP.

Beta and Other Experimental Features

Experimental features are not part of the officially delivered scope that SAP guarantees for future releases. This means that experimental features may be changed by
SAP at any time for any reason without notice. Experimental features are not for productive use. You may not demonstrate, test, examine, evaluate or otherwise use
the experimental features in a live operating environment or with data that has not been sufficiently backed up.

The purpose of experimental features is to get feedback early on, allowing customers and partners to influence the future product accordingly. By providing your
feedback (e.g. in the SAP Community), you accept that intellectual property rights of the contributions or derivative works shall remain the exclusive property of SAP.

Example Code

Any software coding and/or code snippets are examples. They are not for productive use. The example code is only intended to better explain and visualize the syntax
and phrasing rules. SAP does not warrant the correctness and completeness of the example code. SAP shall not be liable for errors or damages caused by the use of
example code unless damages have been caused by SAP's gross negligence or willful misconduct.

Bias-Free Language

SAP supports a culture of diversity and inclusion. Whenever possible, we use unbiased language in our documentation to refer to people of all cultures, ethnicities,
genders, and abilities.
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No part of this publication may be reproduced or transmitted in any form
or for any purpose without the express permission of SAP SE or an SAP
affiliate company. The information contained herein may be changed
without prior notice.

Some software products marketed by SAP SE and its distributors
contain proprietary software components of other software vendors.
National product specifications may vary.

These materials are provided by SAP SE or an SAP affiliate company for
informational purposes only, without representation or warranty of any
kind, and SAP or its affiliated companies shall not be liable for errors or
omissions with respect to the materials. The only warranties for SAP or
SAP affiliate company products and services are those that are set forth
in the express warranty statements accompanying such products and
services, if any. Nothing herein should be construed as constituting an
additional warranty.

SAP and other SAP products and services mentioned herein as well as
their respective logos are trademarks or registered trademarks of SAP
SE (or an SAP affiliate company) in Germany and other countries. All
other product and service names mentioned are the trademarks of their
respective companies.

Please see https://www.sap.com/about/legal/trademark.html for
additional trademark information and notices.
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