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The tax-exempt 
landscape



For any tax -exempt sale, a 
corresponding exemption 
certificate is required to 
prove exempt status if the 
company has nexus.

The form is presented by an 
exempt organization or 
individual to the seller.

Understanding 
tax -exempt sales



When are transactions tax -exempt?
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INTENDED USE OF GOODS SOLD

Å Merchandise intended for resale
Å Use in product that will be resold
Å Agriculture
Å Manufacturing
Å Tangible personal property 

purchase to lease or rent
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Å Not - for -profit : Charities, religious 
organizations, educational 
institutions, hospitals

Å Government : Federal, state 
agencies



Car 
dealership

Car 
manufacturer

Components 
manufacturer

End buyer 
(consumer or 

business)

Parts 
manufacturer

Tax exemption resale example: Auto supply chain

Pays sales taxTax exemption certificate
ɧƦǌʄɷǌŕǔĩƐŕʄŇŕǌǠźŭźŇĩǠŕɸɨ

Tax exemption certificate
ɧƦǌʄɷǌŕǔĩƐŕʄŇŕǌǠźŭźŇĩǠŕɸɨ

Tax exemption certificate
ɧƦǌʄɷǌŕǔĩƐŕʄŇŕǌǠźŭźŇĩǠŕɸɨ

Tax-exempt purchases Taxable purchase
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Seller

Buyer

CUSTOMER exemptions ǔŇŕƛĩǌźƦʄɧɷnʄƛŕŕŎʄǠƦʄŇƦƐƐŕŇǠʄŕȅŕƙǉǠźƦƛʄŇŕǌǠźŭźŇĩǠŕǔʄŭǌƦƙʄƙȆʄǠĩȅ-ŕȅŕƙǉǠʄŇǨǔǠƦƙŕǌǔɗɸɨ

VENDOR exemptions ǔŇŕƛĩǌźƦʄɧɷnʄƛŕŕŎʄǠƦʄƙĩƍŕʄǔǨǌŕʄĩƐƐʄƙȆʄǔǨǉǉƐźŕǌǔʄŵĩǿŕʄƙȆʄǠĩȅʄŕȅŕƙǉǠźƦƛʄŇŕǌǠźŭźŇĩǠŕɧǔɨɗɸɨ



4 common compliance 
challenges for tax -exempt sellers



Cha l lenge  #1 :

Nexus


