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Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations Test Drive

Introduction

Thank you for trying the Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations Test
Drive through Microsoft AppSource. This guide is intended walk you through the basics for using Avalara
to manage sales tax compliance within Microsoft Dynamics 365 for Finance and Operations. With the
powerful combination of Avalara AvaTax and Dynamics 365 for Finance and Operations you can manage:

. Sales tax calculation on sales transactions

. Consumer Use tax calculation on Vendor Invoices
. VAT and GST compliance

. Exemption certificates

. And the filing and remittance of sales tax returns

Feel free to skip to the sections that interest you the most or go through each section in detail. Contact
us with any questions at microsoft@avalara.com. Our sales team would love to hear from you!

Setting up AvaTax

Initial Configuration

When Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations connector is installed, the
first step is to link your Avalara AvaTax account to Dynamics 365 for Finance and Operations. The AvaTax
Setup Assistant is used for this initial configuration.

Dynamics 365 v Finance and Operations Avalara AvaTax » Setup » Avalax Setup Assistant

AVALARA SETUP ASSISTANT

Avalara account credentials

Enable your system to communicate with AvaTax by providing the following

Account Number Note: Contact your AvaTax account administrator if you do not have your account number and license key.

Verify Credentials
2000273730 ‘ Company code

Edit Settings D365EE
License Key o=

Web service URL

Verified On Note: The Company code selected here must match the code created by AvaTax account administrator on Avalars AvaTax Dashboard.

10/22/2018 10:17:58 PM

Learn more

For the test drive this work has been completed on your behalf. In addition, an Avalara AvaTax Tax
Profile has been configured. A Tax profile consists of your company information and where you are
required to collect and remit sales tax (nexus).

Ongoing Configuration and Maintenance
Once the AvaTax Setup Assistant is completed, you can adjust your connector configuration settings
through the AvaTax Module within Dynamics 365.

To view the configuration:
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1. Go to Modules > Avalara AvaTax > Setup > Configuration Setting

2. Click on each section on the left-hand side to view the configuration settings

Dynamics 365 v Finance ar

B save OPTIONS °

Configuration

Account Credentials
General

Tax Calculation
Address Validation
Consumer Use Tax
Project

About Avalara

For more detail on all configuration settings check out the Avalara Help Center:
https://help.avalara.com/001 Avalara AvaTax/Find Your Home Page/AvaTax Update for Microsoft
Dynamics 365 for Finance and Operations

Avalara Address Validation

Sales tax calculation starts with an accurate address. Avalara validates and converts addresses within
Dynamics 365 to standardized US postal service addresses. While not necessary to have a full address to
calculate tax with AvaTax, a validated address ensures accurate calculation of sales taxes based on the
specific address, as opposed to a broad — and often inaccurate — ZIP Code calculation. And there’s no
doubt that an accurate address also improves product shipment deliverability.

To validate an Address:
1. Go to a customer account
1. Accounts Receivable > Customers > All Customers

2. Choose US-001

3. Inthe address section, select Add to create a new address
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4. Enter an address name or description and type in the address

5. Asanexample, you can enter
255 King St
Seattle, WA 98101

6. Select the address validation button:

'/ Address Validation

7. Once selected you will see both the entered address and the validated address:

Address Validation

INPUT ADDRESS VALIDATED ADDRESS
Cou ntry/region Country/region
USA b | USA
71P/postal code 7IP/postal code
98101 b | 98104-2832
Street Street
255 s king st 255 5 King 5t
Seattle Seattle

State State

WA WA

I
o
c
]
o

County

KING KING
Address Address

255 s king st 255 5 King 5t

Seattle, WA 98101 Seattle, WA 98104-2832
USA USA

In this example, the validation adjusts the postal code.
8. At the bottom of the screen, select Accept to correct the address on the customer.

9. Select OK and you will see the address has been updated onto the customer address
record.

Sales Tax Calculation

Avalara Tax Codes
The way AvaTax manages ever-changing tax rules is through an association made right inside of

Dynamics 365 Finance and Operations whereby the products and services you sell are associated to an
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Avalara Tax Code. These codes contain all the logic and rules that govern how the items you sell are
taxed in any jurisdiction where you have an obligation to collect, report, and remit. A full list of our tax
codes for goods and services is located at https://taxcode.avatax.avalara.com/.

There are various ways to associate a tax code to the goods and services that you sell within Dynamics
365 for Finance and Operations. This allows flexibility to use what works best for your specific business
processes. On the left is the full list of associations available and on the right, is what we see typically
used for each process flow:

Al Ttem ~ Quotes/Sales Orders/Invoices:
Item
Item Item Group

Sales Category

e Item Sales Tax Group
Hour
Project Invoices:
Expense Fee
L Hour
Project item E
xpense
Ledger account Project Item

Ledger Account
[tem group
Vendor Invoices:
Procurement Category
Iltem

Item Group

Procurement category

Sales category

[tem sales tax group

To associate an Avalara tax code to your goods and services:

1. Go to the Avalara AvaTax Utilities
1. Avalara AvaTax > Utilities > Tax Code Mapping
2. Select New to create a new association of a tax code

3. Select the type of association (Document Type), the data element to map
(Item/Category/Account), and then enter in a tax code from the list of Avalara codes
available.

Sales Orders

Now that we have a taxable customer and an item associated with a tax code, you can enter a sales
order and use those values to see tax calculation by AvaTax.

To create a sales order:

1. Go to the sales order entry screen

1. Accounts Receivable > Orders > All Sales Orders
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2. Select New to create an order

3. Enter the customer account US-001

4. Feel free to change the delivery address to test a jurisdiction you would like to test. In this
instance of AvaTax, we have selected to calculate tax in all jurisdictions in the United
States and Canada. We also support VAT in many countries, contact
microsoft@avalara.com to learn more!

5. Select OK

6. In Sales order lines, select an item such as Item number 1000. Be sure to enter a Unit price.

7. To see the tax summary, in the Sales Order tab hit View > Totals

Dynamics 365 v Finance and Operations

B Save | -+ New i Delete JEYAESNelIol=:M SELL MANAGE PICK

MNEW MAINTAIN PAYMENTS COPY VIEW

Service order Cancel Payments From all
Purchase order From journal Order events
Direct delivery Detailed status

8. You will see the Avalara calculated tax in the Sales Tax section as seen here:
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Totals

Calculation basis ~
Selection
Al ~

Sales order totals ~

TOTALS CUSTOMER

Currency Credit limit

Exchange rate Credit available
1.000000000000 457,064.92

Line discount
GENERAL LEDGER

0.00
Cost value
Subtotal amount
899.00
500'00 Margin
Total discount -399.00
0.00 = .
Contribution ratio
Cash discount -79.80
0.00
Total charges MEASUREMENTS
Quantity
1.00
Weight
0.00
Round-off
0.00 CW quantity
Total coupon amount
0.00 Volume

e

9. Select OK.

10. In the Sell Tab, you can also select Tax > Sales Tax to see the details of the taxes per line:

Dynamics 365 v

Finance and Operations

SALES ORDER MANAGE  PICK

—+ New  [i] Delete

CREDIT NOTE CHARGES TAX

CALCULATE

Credit note Confirmed delivery dates

Multiline discount

Total discount

11. Select OK.

12. Generate the invoice and post.

© Avalara Inc. All rights reserved.
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Dynamics 365 v Finance and Operations Accounts receivable > Order

Save | | New [i] Delete SALES ORDER SELL MANAGE  PICK AND PACK [RINYelleis

GEMNERATE BILL SETTLE JOURNALS

Payment schedule Open transactions Invoice
Pro forma invoice Cash flow forecasts

13. Be sure select ‘All’ in the Parameters section to fully invoice the order.

Posting invoice

Arrange Select Printer setup
Parameters
PARAMETER COMPLIANCE DOCUMENTS PRINT OPTIONS
Quantity Prevent sales pack slip/invoice posting Print
All \ v No (o ) Current v
Posting Print product safety data sheet Print invaice
Yes @ No (@ ) No (@
Late selection Use print m estination
No (o ) No
Reduce quantity Print COD
No (@ ) No (@ )

Print shipping labels

No (@ )

14. Select ok and your invoice is posted to AvaTax and to Dynamics 365.

15. To view the invoice, in the Invoice Tab select Journals > Invoice.

Dynamics 365 v Finance and Operations Accounts

& Save | New i] Delete SALES ORDER SELL MANAGE PICK AN

GEMERATE BILL SETTLE JOURNALS
Invoice Payment schedule Open transactions @
Pro forma invoice Cash flow forecasts

16. You can see the posted sales tax by selecting Posted Sales Tax:

© Avalara Inc. All rights reserved. Page | 9



Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations Test Drive

Dynamics 365 v Finance and Operations

Totals | Voucher | Transactions | Charges | Posted sales tax I\I"-.-"CZ'ZCE

ACCOUNTING SHIP DETAILS INTE
ew o tions Shipping specifications Commission transactions Sym
ew accounting Bill of lading Gen

View historical load data

17. You will see the breakdown of the taxes by jurisdiction:

Dynam'\cs 365 v Finance and Operatiuns Accounts receivable > Orders > All sales orders

lew accounting  OPTIONS @

CIV-00000751 : US-001

Posted sales tax

Overview General Amount History
' Voucher T Date Source Sales tax code Sales tax direction Transaction curr.. Amount origin  Calculated sales...  Actual sales tax ..
INV-10000750 10/15/2018 Sales order State Sales tax payable usD 500.00 30.00 30.00
INV-10000750 10/15/2018 Sales order Special3 Sales tax payable usp 500.00 0.00 0.00
INV-10000750 10/15/2018 Sales order Special2 Sales tax payable uso 500.00 5.00 5.00
INV-10000750 10/15/2018 Sales order Speciall Sales tax payable usD 500.00 2.50 250
INV-10000750 10/15/2018 Sales order County Sales tax payable usb 500.00 1.25 125
INV-10000750 10/15/2018 Sales order Country Sales tax payable uso 500.00 0.00 0.00
INV-10000750 10/15/2018 Sales order City Sales tax payable usp 500.00 0.00 0.00

Project Invoices
If you are using the project module, you can also calculate tax on your invoices generated from Projects.
To create a project invoice:
1. Goto aproject
1. Project management and accounting > Projects > All Projects

2. Choose project 000060. This project has been configured as Time and Materials and is
associated to Contract 000060 and customer account US-026

3. Select the type of journal(s) to create for invoicing.

1. Onthe project select the Journals you would like to create for billing:

© Avalara Inc. All rights reserved. Page | 10



Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations Test Drive

Dynamics 365 v Finance and Operations Project management and accounting » Projects > All projects

& Edit | + New [i] Delete PLAN MANAGE CONTROL OPTIONS pel

MNEW MAINTAIN SETUP COST PRICES SALES PRICES JOURNALS

Subproject Project stage Line properties Hours Hours Fees Hour Item

Copy project Project group Ledger posting Expenses Expenses Subscriptions Expense Fee

Transfer prices

2. To bill project hours, select Hour from the Journals section

3. Once on the Hour Journal screen, select New and then go to the lines:

Dynamics 365 v Finance and Operations Project management and accounting > Projects > All projects

Save | -+ Mew il Delete OpeninExcel v Copy Reverse Lines Validate Post Llog Approval ~ Print  OPTIONS pel

000060 : MIDRANGE STEREQ INSTALL (MOEILE)

Hour journal

Show

|AII v|

Overview General Default values Blocking History

v | Mame Journal T Description Hours Lines | Posted In...

|Hour1 ~ | P1-00002 Hour journal 0.00 ]
Hour 00119 Hour journal 344 1
Hour P1J-00001 Hour journal 5.00 1
Hour P1J-00374 Hour journal 5.00 1

4. Select New and fill in the appropriate data — Jodi Christianson has been selected here
as the resource, she has a project billing rate assigned. Be sure to enter the number of
hours you would like to bill:

Dynamics 365 Finance and Operations Project management and accounting > Projects > Al projects usmMe 0 B © & ? KK

Save‘+New [l Delete | Validate Post Financial dimensions Log  Functions \/  Trade agreement™/ OPTIONS O @ 3 ¥ O = X

1-00002 TR JOURNAL
Journal lines for hours

Overview  General

V| Project date ProjectID Activity number Category Resource RoleID Description

10/25/201& | 000060 | 00205 | Car Audio ~ | 000001 Jodi Christia...\ | Team member ™ Tasks
| 2riide odithnere-,

\_/

5. You will need to post the journal. Once posted message appears click ok and await the
completion message
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Dynamics 365 v Finance and Operations Project

Save | &+ New [i] Delete Validate Post Financial dimensions Lo

PJJ-00002 : HOUR JOURNAL

Journal lines for hours

Owerview General
+' | Project date ProjectID Activity number
10/25/2018 000060 ~ | 00205

6. Once you have posted, go back to the project and repeat the steps for each Journal
Type. For Item Journal, Item number AO001 has been configured with inventory for
Site 1, warehouse 13. In the Product dimensions tab of the line, enter the Site and
Warehouse before posting

B Save | + New  [i] Delete | Inventory ™ Functions ™ Log Financial dimensions Post  Validate  OPTIONS pel

00076 : PROJECT ITEM JOURNAL
Journal lines, inventory

Overview General Project Product dimensions
INVENTORY DIMENSIONS Size Style Location Inventory status License plate
Configuration 13 Available

Color Site Batch number Serial number Cwner

7. Let’s now create an Invoice Proposal. On the Manage tab of the project, select NEW >
Invoice Proposal

Dynamics 365 v Finance and Operations Project management and accounting >

& Edit | | New [i] Delete PROJECT PLAN [EIFEANYei CONTROL OPTIONS pe

PROCESS

BILL

Service v Adjust transactions  Post costs Project invoice proposals  Customer advance
Estimates Post service orders Invoice journals Request retained ar

Accrue revenue Index subscription On-account transactions

8. All of the activity from the Journals will appear as lines to billed

© Avalara Inc. All rights reserved. Page | 12
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Create invoice proposal

Search View other transactions
INVOICE PROPOSAL SELECT TRANSACTIONS Include subprojects Start date
Invoicing method Project contract Yes @ |

RV )
| Both | o Transaction types End date
Invoice date Project | 6 selected o | | 10/25/2018
| 10/25/2018 D| | 000080 hd |
Funding source
| Maple Company hd |
Project transactions Advances and deductions

Select all Clear al Review indirect components
Select Transaction type Transaction origin ProjectID T
Expense Expense journal 000060
Expense Expense journal 000060
Hour Hour journal 000060
Itam Item joumnal 000060
Fee Fee journal 000060

9. Select OK

10. Click on Totals

Dynamics 365 v Finance and Operations

Save | -+ New> [i] Delete | Totals | Post | Salestax | Payment sch

PERSONALIZE PAGE OPTIONS

Always open for editing Security diagnostics Record info
Personalize this form Advanced Filter/Sort . Change view
Add to workspace

11. Sales Tax will be calculated and appear in the

© Avalara Inc. All rights reserved.

Activity
00205

00205

Project management and accounting > Proj
Tax
EDIT SHARE
Read mode Get a link Create alert rule
Revert

Manage my alerts

native Sales Tax field:

Test Drive
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Dynamics 365 v Finance and Operations Project management and accounting > Projects » All projects

-+ New [i] Delete OPTIONS O

000138 : 000060

Totals
Totals
ITEM DATA GENERAL LEDGER ‘CUSTOMER Line discount Cash discount Net invoice amount
Quantity Invoiced amount Credit limit 0.00 2200 4763.01
11.00 4,400.00 100,000.00 F— Subtotal amount
Weight WIP - Invoiced - on-account Credit available 0.00 4,400.00
33.00 0.00 91,394.11 — Ivoice smount
Volume Invoiced revenue 363.01 4763.01
TOTALS
LT LATUED - Round-off Customer retention
Currency
Cost amount 0.00 0.00
usD
HOUR DATA 632.00
Hour - quantity ~ B 1.000000000000
Gross margin
10.00

3.768.00

Contribution ratio

85.6

Consumers Use Tax Assessment

Vendor Invoices
Avalara can calculate tax on Vendor Invoices, compare vendor charged tax, and accrue consumer use tax
that is required to be self-assessed, reported, and remitted to a jurisdiction.

To create a vendor Invoice with a tax self-assessment:
1. Go to Pending Vendor Invoices
1. Accounts Payable > Invoices > Pending Vendor Invoices
Select New
Enter an Invoice Account, | am using 1001 Acme Office Supplies

2
3
4. Enter an Invoice number, description and Invoice date
5

Click Add Line and enter an item number from the list

Lines

Remove Invoice line

v | Budget check re... | [tem number

Cogol1
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NOTE: You can also match the vendor invoice to a Purchase Order.

6. Choose the quantity and Unit price

7. You will notice in the menu of tabs there is a section called Avalara:

REVIEW  PROCESS OPTIONS L

8. Go to the tab and click Use tax Assessment:

Dynamics 365 v Fi

Save | |} New [i] Delete

USE TAX

Use tax Assessment

9. A pop up screen will appear that shows you what the vendor charged vs what AvaTax has

calculated

Consumer Use Tax

Parameters

10. In this case the vendor charged less than what AvaTax calculated. AvaTax will accrue the
undercharged amount as a self-assessment and post to AvaTax for reporting.

11. In the event the vendor overcharges tax, AvaTax will prompt with a message however will

not consider this to be accrued.

alculated Use tax § Vendor undercharged you by §

Test Drive

12. To enter the vendor charged tax, you can use the standard tax fields to indicate the amount

the vendor has charged. In the Financials section of the invoice:

© Avalara Inc. All rights reserved.
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VENDOR INVOICE REVIEW  PROCESS

13. Go to Tax > Sales Tax

14. Check the Override Calculation checkbox and enter the ‘actual sales tax amount’ charged by
the vendor:

Sales tax transactions

Distribute amounts
Overview Genera Amount Adjustment
Apply actual amounts Reset actual from calculated amounts
v | Sales tax cod Currency Amount origin | Adjusted amou Calculated nond... | Actual nondedu... | Calculated sales... | Actual sales tax ... | Override calcula..
AV_CAST usD 1,997.50 0.00 144.82 135.00 144.82 135.00
15. Click OK

16. In the Totals, the amount due to the vendor will only include the actual amount.

17. Upon posting the invoice, you will be prompted to accept or reject the Accrual for the self-
assessed consumer use tax:

AvaTax Calculated tax: $169.79 Vendor charged
tax: $135.00 Do you want to accure: $34.79, as
Self Assessed Use Tax?

Yes

18. Click yes to accept and post to AvaTax and the self-assessed use tax to the General Ledger:

00635 : GENJRN
Journal voucher

Displ
All
List  General Invoice  Pa yment History
lew [i] Delete  Voucher Fin
v Date Voucher ccount Description Debit Credit Offset company Offset account type Offset account
11/6/2018 GNJL000807  usmf Ledger 222100 Accrual for Item: C0001 34.79 usmf Ledger 618900-001-—-Consume
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Conclusion

Thank you again for trying the Avalara AvaTax for Microsoft Dynamics 365 for Finance and Operations
Test Drive through Microsoft AppSource. We hope that this guide helped to successfully allow you to
preview some of the main features of the AvaTax solution with Dynamics 365 for Finance and
Operations. For additional information and to contact us please reach out to microsoft@avalara.com.
We look forward to hearing from you!

Let Avalara be your End-to-end Compliance Solution!
Sales & Use Tax Calculation
e Maintains tax rules and rates, eliminating tax research and tax table maintenance
e Uses full address with mapping technology to improve accuracy over ZIP+4 methods
¢ Integrates with the Accounts Payable module to self-assess consumer use tax
Managed Returns Filing
e Manages sales tax prep, filing, payments, and tax notices
e Handles outlet-based returns in states that require them
¢ Integrates sales from multiple channels on a single tax return
Exemption Certificate Management
e Collects, stores, tracks, reports, and analyzes resale certificates
e Provides a simple, integrated customer experience across ecommerce and mobile POS

e Captures certificates by simply snapping a picture with an app on a mobile device

To learn more, visit: https://www.avalara.com/integrations/dynamics-365.html

Contact us at microsoft@avalara.com
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