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(7) ABSTRACT

The invention is a system or method (collectively the
“system”) for calculating transaction-based taxes, such as
use tax and sales tax. Some of the data used to generate a tax
calculation relate solely to the particular transaction. Other
data can be potentially be used for several different trans-
actions, and need only be collected and stored once. The tax
calculator can generate tax calculations using both transac-
tion data and non-transaction data, although such data can
originate and be stored through different mechanisms and
sources. The system can be configured to implement and
enforce in an automated manner, the tax conclusions and
selections provided by the merchant.
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TAX CALCULATOR

RELATED APPLICATIONS

[0001] This utility application claims the benefit of the
provisional application titled “INTERNET SALES TAX
DETERMINATION METHOD” (Serial No. 60/349,180)
filed on Jan. 16, 2002.

BACKGROUND OF INVENTION

[0002] The invention relates generally to systems and
methods for calculating transaction-based taxes.

[0003] The proper calculation of sales taxes, use taxes, and
other transaction-based taxes (collectively “transaction
taxes” or simply “taxes”) is not a trivial task. A single
transaction can be taxed by several different government
authorities. For the purposes of transaction taxes, there are
currently over 7,600 jurisdictions (“tax authorities”) in the
United States. Multiple jurisdictions can simultaneously
exert taxing authority on the same transaction. For example,
a single transaction in New York City can result in state,
county, city, and local (e.g. zone) taxes. However, different
jurisdictions classify transactions differently, resulting in a
wide variety of different tax exemptions. For example, an
orange can be classified as a taxable fruit in one jurisdiction
while considered a non-taxable beverage in another juris-
diction. Each jurisdiction can have distinctly different
exemption rules, tax rates, and maximum tax rates. The prior
art does not provide an effective solution for this problem.
Moreover, the prior art does not provide an affirmative
suggestion or motivation to this problem.

[0004] Remote transactions (transactions where the buyer
and seller are not at the same location) can further compli-
cate the accurate calculation of transaction taxes. Common
examples of remote transactions can include transactions
that occur via telephone, mail order, the Internet, or some
other communication mechanism by which the parties
involved in the transaction are located in different jurisdic-
tions. If a merchant has a “nexus” in a particular jurisdiction,
that merchant is obligated to collect sales tax on any
transactions in the jurisdiction. If no such nexus exists, use
taxes are typically incurred by the buyer. Use tax obligations
are credited by the amount of sales tax that is paid, but given
the variety of different tax rates, the collection of sales tax
does not preclude a use tax obligation for the same trans-
action. In summary, the calculation of transaction taxes can
be very complex.

[0005] With respect to remote transactions, there is no
motivation or suggestion to improve the accuracy of tax
calculations. Some companies simply identify the highest
tax rate out of all the jurisdictions in which they have a
nexus, and charge that high rate on all transactions—
resulting in an overcharging of taxes. Such companies have
no motivation to improve the accuracy of their tax calcula-
tions. Existing techniques teach away from an inexpensive
and accurate tool for transaction-based tax calculations.

[0006] Costs associated with accurately calculating a
transaction tax for a particular transaction can easily exceed
the financial value of the collected transaction tax. Conduct-
ing business over a wide range of overlapping jurisdictions
(there are over 7,600 jurisdictions in the United States)
requires access to frequently updated databases, which is a
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very expense proposition. Smaller business entities are
particularly unable or unwilling to incur such costs, yet the
vast majority of remote transactions involve sellers that are
small businesses.

[0007] Competitive pressures between online merchants
and retailers is consistently increasing. Antitrust laws sub-
stantially prevent efforts by such merchants and retailers to
pool together their resources and engage in cooperative and
collective activities. However, it would be desirable if the
costs of maintaining the infrastructure for tax calculation
could be spread out among more than one merchant or
retailer.

[0008] Changes in tax rules are frequent. Political bodies
at all levels of government face budgetary issues that are
often reflected in tax rate changes. An effective tax calcu-
lator would need to incorporate all updates across the more
than 7,600 jurisdictions that exist in the United States. Tax
rules overlap between jurisdictions, and the ways in which
tax rates interrelate are also subject to frequent changes. It
would be desirable if a solution for tax calculation could
isolate changes to the software in only one location, instead
of needing to distribute the solution to all users. There is no
motivation or suggestion in the existing art to consolidate all
tax rules across all jurisdictions for multiple combinations of
merchants, customers, and products.

[0009] The data storage and processing power needed to
accurately calculate transaction-based taxes can be a sig-
nificant burden on the computational device(s) used to
calculate the transaction-based tax. It would be desirable if
persons or entities desiring to calculate taxes did not need to
install significant computer code on their machines in order
to calculate transaction-based taxes. There is no motivation
or suggestion in the art to achieve these goals.

[0010] Much of the data necessary for computing trans-
action-based taxes requires legal assessments of certain facts
or contexts. It may be desirable if such legal assessments to
be made by human beings, entered into the system, and
applied in an automated way across multiple transactions. It
may be desirable for an automated system to incorporate tax
rules embodying the intelligence of tax laws generally, and
embedded intelligence relating to the situation of a particular
merchant. It may be desirable for a merchant to have the
ability to change their tax criteria and rules, and have those
changes permeate throughout the system with respect to that
particular merchant. It may be desirable for a tax calculator
to be able to respond to requests for tax calculations in a way
that is not observable to the potential purchaser initiating the
transaction. The prior art does not include any motivation or
suggestions at achieving such goals. In fact, existing tech-
niques affirmatively teach away from such objectives.

SUMMARY OF INVENTION

[0011] The invention is a system or method (collectively
the “system”) for calculating transaction-based taxes, such
as use tax, sales tax, and other transaction-based taxes
(collectively “transaction taxes” or simply “taxes”). Some of
the data or characteristics used to generate a tax calculation
relate solely to the particular transaction (“transaction data”
or “transaction characteristic”). Other types of data and
characteristics such as merchant data (a “merchant charac-
teristic”) and subscription data (a “subscription characteris-
tic”) can also be utilized by the tax calculator. The tax
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calculator can generate tax calculations using a wide variety
of different combinations of one or more transaction char-
acteristics and one or more non-transaction characteristics.

[0012] In some embodiments of the system, a transaction
subsystem can be configured to capture a transaction char-
acteristic from an online shopping cart. A subscription
subsystem (which can also be referred to as a setup sub-
system or a merchant subscription) can be used to capture a
nexus characteristic that can applied to multiple different tax
calculations performed on behalf of a particular merchant by
a tax calculator.

[0013] In some embodiments, different interfaces can be
configured to receive different types of data. A transaction
interface can be configured to receive transaction character-
istics and a merchant interface (which can also be referred
to as a subscription interface or a setup interface) can be
configured to receive non-transaction characteristics which
can potentially apply to more than one transaction.

[0014] In some embodiments, all legal conclusions and
analysis are supplied by the merchant in configuring the
system. In other embodiments, the system itself can be used
to generate legal conclusions from underlying facts.

[0015] Insome embodiments of the system, a merchant or
other entity enters subscription characteristics during a setup
process while transaction characteristics are entered into the
tax calculator on a transaction-by-transaction basis.

BRIEF DESCRIPTION OF THE DRAWINGS

[0016] The embodiments of the present invention will be
described in detail, with reference to the following figures,
wherein:

[0017] FIG. 1 is a block diagram illustrating one example
of some of the elements of a system or method for tax
calculation.

[0018] FIG. 2 is a process-flow diagram illustrating one
example of how information for a particular tax calculation
can originate from various data sources.

[0019] FIG. 3 is a block diagram illustrating one example
of a subsystem-level view of a system or method for tax
calculation.

[0020] FIG. 4 is a block diagram illustrating a different
example of a subsystem-level view of a system or method
for tax calculation.

[0021] FIG. 5 is web site diagram illustrating an example
of a home page for an Application Service Provider (ASP)
embodiment of the system or method for tax calculation.

[0022] FIG. 6 is a web site diagram illustrating an
example of a merchant page, along with some examples of
functionality relating to merchants and flexibility relating to
merchant business rules.

[0023] FIG. 7 is web site diagram illustrating an example
of an administrator page along with some examples of
functionality that can be performed by the administrator of
the system or method for tax calculation.

[0024] FIG. 8 is a flow chart illustrating one example of
a process for capturing transaction data from a merchant
web site and some subsequent processing that can be per-
formed.
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[0025] FIG. 9 is flow chart illustrating one example of
processing exemptions and finalizing database transactions.

[0026] FIG. 10 is a flow chart illustrating a second
example of how a system or method for tax calculation can
be invoked by a transaction.

[0027] FIG. 11 is a flow chart illustrating a third example
of how a system or method of tax calculation can be invoked
by a transaction.

[0028] FIG. 12 is a flow chart illustrating a login and setup
process that can include a nexus selection and the finaliza-
tion of tax rules.

[0029] FIG. 13 is a flow chart of the startup process that
can include the online acceptance of a license agreement
with the ASP.

[0030] FIG. 14 is a flow chart illustrating an example of
a tax calculation in the context of overlapping jurisdictions.

DETAILED DESCRIPTION OF THE
EMBODIMENTS

I. Introduction

[0031] FIG. 1 illustrates an example of a tax calculating
method and system (collectively the “system”) 20. The
system 20 can be used to calculate sales tax, use tax, or any
other transaction-based tax (collectively “transaction tax” or
simply “tax”). In a preferred embodiment of the system 20,
the legal analysis and judgment (collectively “tax law exper-
tise”) used to generate tax calculations are supplied by the
merchant utilizing the system 20. The system 20 can then
apply and enforce the tax law expertise in an automated
fashion without human intervention. In alternative embodi-
ments, the system 20 can be configured to incorporate expert
systems, artificial intelligence and other embedded intelli-
gence technologies (collectively “embedded intelligence™)
for the purposes of tax law expertise. In embedded intelli-
gence embodiments, the system 20 itself can apply tax law
expertise to the relevant underlying facts in an automated
fashion without human intervention.

[0032] A. Transactions

[0033] Transactions typically consist of purchase transac-
tions between a buyer (purchaser) and a seller (merchant).
Transactions can also include rent-to-own transactions,
leases, bailment arrangements, consignments, and any other
contractual exchange of consideration (collectively a “trans-
action”) that can potentially result in a transaction tax 48.
Transactions include face-to-face transactions as well as
remote transactions. Remote transactions can occur via:
telephone (both land lines and wireless); mail or a parcel
service (“mail order”); video conferencing; computer net-
works such as intranets, extranets, the Internet, an EDI
(electronic data interchange) mechanism or other form of
computer network (collectively “network™), or through any
other mechanism or process by which transactions can occur
without a face to face exchange between the parties.

[0034] B. Purchaser

[0035] One of the parties to a transaction can be a pur-
chaser 22. The variety of purchasers 22 that can be processed
by the system 20 coincides with the variety of transactions
that can be processed by the system 20. Thus, the purchaser
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22 can be: the buyer in a sale transaction; the buyer in a
rent-to-own transaction; a lessee in a lease transaction; a
bailee in a bailment arrangement; the possessor in a con-
signment; or any other person, organization, partnership,
corporation, or other entity that receives a good or service in
a transaction.

[0036] C. Purchased Item

[0037] A purchased item 24 is the contractual consider-
ation of the transaction that is received by the purchaser 22.
The variety of purchased items 24 that can be processed by
the system 20 can vary as widely as the types of transactions.
Purchased items 24 can be any good, service, or a combi-
nation of goods and services (collectively “purchased
items”24), that can potentially result in a transaction tax 48.
In addition to one-time exchanges, purchased items 24 can
also be ongoing forms of consideration such as magazine
subscriptions or leased equipment,

[0038] D. Merchant

[0039] A merchant 26 is any person, organization, part-
nership, corporation, or any other entity (collectively “mer-
chant”), engaged in the transaction with the purchaser 22.
The merchant 26 provides consideration in the form of the
purchased item 24 to the purchaser 22 in exchange for a
payment 25 to the merchant 26 from the purchaser 22.
Merchants 26 can be located at a location in the physical
world, at a virtual location on a network, or in both physical
and virtual locations. Merchants 26 can have one or more
locations, in or more jurisdictions. Many merchants 26
function internationally. Just as the system 20 can function
with respect to a wide variety of transactions, a wide variety
of merchants 26 can also be incorporated into the system 20.

[0040] E. Payment

[0041] A payment 25 from the purchaser 22 to the mer-
chant 26 for a purchased item 24 can be in the form of cash,
credit card, debit card, cyber cash, online payment services
(such as ®PAYPAL), check or other negotiable instrument,
a loan, or any other payment mechanism. Typically, the
payment 25 will include any transaction tax 48 that is due in
addition to ancillary charges such as shipping and handling
in the case of the shipment of a package. In many embodi-
ments of the system 20, the transaction tax 48 is calculated
before the transaction the purchaser 22 and merchant 26 is
finalized so that an accurate transaction tax 48 value can be
included in the payment 25 required as a result of the
transaction. In some embodiments, the payment 25 to the
merchant 26 triggers a ping to the tax database 40 that the
transaction is good, so that all relevant data can be saved. In
an ASP embodiment of the system 20 discussed below, the
per transaction charge of the ASP can also be incorporated
into the payment 25 by the purchaser 22 to the merchant 26.

[0042] F. Access Device

[0043] The merchant 26 interacts with the system 20
through an access device 28. In some embodiments of the
system 20, the system 20 incorporates a network for facili-
tating the exchange of information. In a network embodi-
ment of the system 20 that incorporates the Internet, an
intranet, an extranet, or some other form of network (col-
lectively “network™), the access device 28 is any device
capable of interacting with a network. General purpose
computers such as laptops, desktop computers, mainframes,
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mini-computers, work stations, and other devices can be
access devices 28. Programmable logic devices, non-general
purpose computers, personal digital assistants (PDAs), cell
phones, land-line phones, satellite pages, a wide range of
wireless devices, and any other device capable of commu-
nicating information can potentially be used as access
devices 28 by the system 20.

[0044] The system 20 can include many different access
devices 28 as alternatives for the merchant 26. In some
embodiments, two or more access devices 28 are used in
combination with respect to the same data. For example, the
system 20 could be configured so that the merchant 28
phones in information via a conventional land line tele-
phone. A computer with voice recognition technology can
then convert the information into a form that is more easily
processed by the system 20.

[0045] 1In some embodiments, different access devices 28
are used to capture different types of data. For example, in
online merchant 26 embodiments, a shopping cart on the
web site of the merchant 26 can transparently capture data
that is specific to the transaction itself (transaction data). A
website for an application service provider (ASP) can be
used by the merchant to 26 to provide information relating
to the merchant 26 (such as jurisdictions in which the
merchant 26 has a nexus) that is not limited to an individual
transaction. The ASP website can also be used to set the
terms of the subscription service provided to the merchant
26. The ASP can also be referred to as a third party
administrator (TPA).

[0046] G. Data

[0047] There is a potentially wide variety of different data
that the merchant 26 can send to a tax calculation application
36 for subsequent processing. Some data relates specifically
to the transaction itself, and must be submitted by the access
device 28 each time a tax calculation is to be performed.
Such data can be referred to as transaction data 32 or
transaction characteristics 32. Other types of data (non-
transaction data) are utilized in each tax calculation, but only
need to be entered once into the system 20. Examples of data
that does not necessarily change from transaction to trans-
action with respect to a particular merchant are merchant
data (merchant characteristics) 30 and subscription data
(subscription characteristics) 34.

[0048] Information relating to the merchant 26 can be
referred to as merchant characteristics 30 or merchant data
30. Information relating to the transaction can be referred to
as transaction characteristics 32 or transaction data 32.
Information relating to subscriptions can be referred to as
subscription characteristics 34 or subscription data 34. Other
categories of information can be incorporated into the sys-
tem 20.

[0049] 1. Merchant Characteristics

[0050] A wide range of merchant characteristics 30 can be
incorporated into the system 20. Merchant characteristics 30
can include any data that relates to the specific merchant 30
that can be useful in generating tax calculations for the
transactions of the specific merchant 30.

[0051] One category of merchant data 30 is nexus infor-
mation. Tax calculations relating to a specific transaction in
a particular jurisdiction will differ depending on whether the



US 2003/0144931 Al

merchant 26 has a nexus with respect to the particular
jurisdiction. In a preferred embodiment, the merchant 26
makes their own legal judgments in determining whether or
not a merchant 26 has a nexus in a particular jurisdiction. In
such embodiments, the merchant 26 inputs their nexus
selection(s) through the access device 28. In alternative
embodiments, the system 20 can be configured to automati-
cally determine nexus jurisdictions for a particular merchant
26 based on automated tax intelligence embedded into the
system 20. In embodiments where the system 20 makes
nexus determinations, all of the data relevant to making
those determinations constitute merchant data 30.

[0052] Merchant characteristics 30 can include a wide
variety of data that is not nexus data. For example, tax
exemptions can be based on the identity of the merchant 26.
The location of the merchant 26 is another example of a
merchant characteristic 30. Merchants 26 can have multiple
locations. In some embodiments, locations are in the form of
mailing addresses. However, the system 20 can incorporate
future developments in positioning technologies, and may
incorporate different forms of location information, such as
latitude and longitude coordinates, or TCIP address infor-
mation.

[0053] 2. Transaction Characteristics

[0054] A wide range of transaction data 32 can be incor-
porated into the system 20. Transaction data 32 can include
all data and characteristics that are specific to a particular
transaction. Transaction data 32 can include but is not
limited to the characteristics of: the particular purchased
item(s) 24, the classification of the particular purchased
item(s) 24, the identity of the purchaser 22 (such as a
purchaser identifier), the jurisdiction in which the transac-
tion occurred, the price of the particular purchased item(s)
24, ancillary costs relating to the purchased item(s) 24 such
as shipping costs, and any other information relating to the
transaction that is potentially useful in generating a tax
calculation 44.

[0055] The location of the transaction (which could be the
location of the merchant 26, the location purchaser 22, or
some other location depending on the applicable tax rule) is
another example of a transaction characteristic 32. In some
embodiments, locations are in the form of mailing addresses.
However, the system 20 can incorporate future develop-
ments in positioning technologies, and may incorporate
different forms of location information, such as latitude and
longitude coordinates, TCP/IP information, or potentially
any other means for identifying a location.

[0056] 3. Subscription Characteristics

[0057] Embodiments of the system 20 in which an appli-
cation service provider (ASP) provides tax calculation ser-
vices to one or more merchants 26 can include a wide range
of subscription data 34. Subscription data 34 can include all
data and characteristics that define the subscription relation-
ship between an ASP and the merchant 26. Subscription data
34 can include but is not limited to: a subscription identifier,
a subscription contract, a per transaction charge, a flat fee
charge, a selection of jurisdiction-specific tax databases, a
contract expiration date, and any other information that
could potentially be useful for an ASP or a merchant 26 in
the providing of tax calculation services.
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[0058] H. Tax Calculation Application

[0059] The system 20 provides information to a tax cal-
culation application 36 through one or more access devices
28 as described above. The information provided to the tax
calculation application (the “application”) 36 can include
merchant characteristics 30, transaction characteristics 32,
subscription characteristics 34, and any other categories of
information.

[0060] In networked-based embodiments, the application
36 is housed on a server that is potentially accessible from
any client device on the network. In Internet embodiments,
the application 36 is configured to be accessible from a web
browser on any type of computer with Internet access. In a
preferred Internet embodiment, the application 36 provides
the means by which merchant data 30 and subscription data
34 are inputted into the system 20. In a preferred Internet
embodiment, the application 36 provides a means for con-
figuring the capture of transaction data 32 directly from the
website of the merchant 26. Thus, a purchaser 22 can
provide transaction data 32 to the application 36 without
being aware that the merchant 26 is accessing the services of
a third party.

[0061]

[0062] A tax calculator 38 is the engine underlying the
application 36 that actually generates a tax calculation 44
utilizing information received from the application 36 and
information on one or more tax databases 40. In some
embodiments, the tax calculator 38 is fully embedded in the
application 36 and thus not distinct from, the application 36.
In some embodiments, the tax calculator 38 and tax database
40 are highly integrated, and thus are not distinct from each
other.

I. Tax Calculator

[0063] The tax calculator 38 can be implemented in a wide
variety of information technology configurations. In a pre-
ferred embodiment, the tax calculator (or simply “calcula-
tor”) 38 is written in an object-oriented programming lan-
guage such as the JAVA® language created by Sun
Microsystems. Alternative embodiments may incorporate a
wide variety of different programming languages, program-
ming techniques, and information technology components.
Any mechanism capable of implementing the process of
calculating the transaction tax 44 (described below), is
capable of being utilized by the system 20 as a tax calculator
38.

[0064] J. Databases

[0065] The system 20 can include various mechanisms for
the storage of data. In a preferred embodiment, databases
such as relational or object oriented databases are used. In
alternative embodiments, the storage mechanisms might be
flat files, spreadsheets, software objects, various data struc-
tures, or any other storage mechanism.

[0066] The primary database (or series of databases) used
by the system 20 can be referred to as a tax database 40. The
tax database can be used for storing both inputs and outputs
of the system 20. For example, each tax calculation 44 uses
various inputs to generate each tax calculations 44, and those
inputs can be stored along with the corresponding tax
calculations 44 on the database 40. Data that is reused
multiple times, such as merchant characteristics 30 and
subscription characteristics 34, can be stored once on the tax
database 40 and accessed by the tax calculator 38 as desired.
The tax database 40 can also store tax rate information,
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classification and exemption information relating to catego-
ries of purchased items 24, and other information that is not
inputted into the system 20 by the merchant 26 or the
purchaser 22. In an ASP embodiment of the system 20, the
ASP manages and controls the tax database 40. In some
embodiments, the tax database 40 can be configured to
interface directly with a tax authority 46 from one or more
jurisdictions in setting up the various tax rules that apply to
a particular jurisdiction. In some embodiments of the system
20 where the ASP is actually responsible for reporting and/or
collecting transaction taxes 48 on behalf of the tax authority
46, the tax database can be configured to store additional
merchant 30 and purchaser 22 information to assist in such
functionality.

[0067] In order to facilitate quick and accurate tax calcu-
lations, the system 20 can also include a zip code database
42 populated with the information necessary for identifying
the nine-digit zip code from the transaction data 32 that
includes a transaction location. The nine-digit zip code, in
contrast to the shorter five-digit zip code, can be used to
precisely identify the relevant jurisdiction(s) of a transac-
tion. The zip code database 42 can be accessed by the tax
calculator 38 through a wide variety of different configura-
tions, including through the tax database 40 as illustrated in
FIG. 1. The system 20 can incorporate other geography-
based databases to identify relevant jurisdictions. The sys-
tem 20 is sufficiently flexible to incorporate changes in tax
laws, and the taxing practices of national, state, county, city,
local, and other tax authoritics 46.

[0068] K. Tax Calculation

[0069] A tax calculation 44 can be generated by the tax
calculator 38 used by the system 20 before or after a
transaction between the purchaser 22 and merchant 26 has
been formalized such that it is a legally binding contract. In
a preferred embodiment, the tax calculation 44 is generated
before the transaction is completed, so that the payment 25
required by the purchaser 22 to complete the transaction can
be accurately disclosed to the purchaser 22 before the
purchaser 22 is asked to commit to the transaction. The tax
calculation 44 can be in a wide variety of different currencies
or other financial measurements.

[0070] L. Tax Authority

[0071] The system 20 can incorporate a wide variety of
different tax authorities, including potentially international,
national, state, county, city, local (e.g. zone), and other
government entities capable of exerting taxes on a transac-
tions. The system 20 is highly flexible, and can be config-
ured to adapt to changes in tax laws and governmental
policies relating to transaction taxes 48. In some embodi-
ments of the system 20, tax authorities 46 interact directly
with the tax rules stored in the tax database 40. In some
embodiments of the system 20, each transaction tax 48 that
is incurred is automatically reported to the tax authority 46
without human intervention by the system 20. In some
embodiments, the system 20 automatically collects the
transaction tax 48 without human intervention on behalf of
one or more various tax authorities 46.

[0072] M. Transaction Tax

[0073] The transaction tax 48 is the amount of tax owed to
one or more tax authorities 46 as the result of the transaction.
In some embodiments, the amount of the transaction tax 48
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is reported to the various tax authorities 46 by the system 20.
In some of those embodiments, the system 20 can actually
collect the transaction tax 48 in an electronic form (such as
using cyber cash, a credit or debit card number, an electronic
payment mechanism such as ®PAYPAL, or some other
mechanism). The transaction tax 48 is typically a sales or use
tax, but the system 20 is sufficiently flexible to include other
types of transaction-based taxes. In some ASP embodiments
of the system 20, the fee for the ASP is added the payment
25 required by the purchaser 22.

[0074] In some embodiments of the system 20, the tax
database 40 is pinged after a transaction is finalized, trig-
gering the storage of all relevant data in the database 40.

II. Data Sources

[0075] As discussed above, the system 20 can incorporate
information from a wide variety of different information
categories. Some information, such as transaction charac-
teristics 32 relate to the specific transaction and do not apply
outside the scope of the specific transaction. Other informa-
tion, such as merchant characteristics 30 and subscription
characteristics 34 can potentially be re-used for a volumi-
nous number of different transactions. These distinctions can
be reflected in the components and processes used by the
system 20.

[0076] FIG. 2 is a block diagram illustrating one example
of ASP embodiment where some of the various information
types can be found by the system 20. The access device 28
is the source of the transaction data 32 and a source identifier
49. As discussed above, the access device 28 for transaction
data 32 and the source identifier 49 can a shopping cart on
the website of the merchant 26. The source identifier 49 can
be identifier the merchant 26, or a subgroup of the merchant
26, such as a subsidiary or office location. In some embodi-
ments, the source identifier 49 relates to the subscription. A
single merchant 26 can have multiple subscriptions and
multiple locations. Similarly, several merchants 26 can
potentially share the same subscription and the same loca-
tion.

[0077] As discussed above, the transaction data 32 is
received by the application 36, and forwarded on the tax
calculator 38. However, transaction taxes 48 can depend on
the type or nature of the transaction. Orange juice may be
taxed differently from oranges, and foods may be taxed
differently than other goods, while services may be taxed
differently than goods. Tax authorities 46 typically create
complex and often arbitrary distinctions between various
types of transactions that should be incorporated into the
ways in which the system 20 generates tax calculations 44.
The application 36 can identify a transaction classification
47 from the transaction data 34. The transaction classifica-
tion 47 and the source identifier 49 can be forwarded on to
the database 40 so that relevant merchant data 30, exemption
data 45, and subscription data 34 can be sent to the tax
calculator 38 in addition to the transaction data 32 that was
received by the application 36. By storing reusable infor-
mation on the database 40, the input required from the
access device 28 is minimized, and the computational
requirements of the access device 28 are also minimized. In
an ASP embodiment, the ability to capture, store, and
maintain the complexities of tax calculation 44 remotely
from the merchant 26 and the access device 28 allows costs
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to by minimized and distributed across multiple merchants
26 accessing the system 20. The cost of the system 20 per
transaction can thus re reduced.

III. Subsystem View

[0078] FIG. 3 is a block diagram illustrating one example
of a subsystem-view of the system 20. The system 20
disclosed in FIG. 3 includes a network 52. With the excep-
tion of an access device 28 residing on the client side of the
network 52, all other components are included in the server
or ASP side of the network 52.

[0079] A. Interface Subsystem

[0080] The access device 28 communicates with an inter-
face subsystem 50 on the server side of the network 52. The
interface subsystem 50 can be responsible for capturing
relevant information from the merchant 26, the purchaser
22, relevant tax authorities 46, and other sources.

[0081] The interface subsystem 50 can be divided into a
transaction interface for receiving transaction data 32, a
subscription interface for receiving subscription data 34, and
a merchant interface for receiving merchant data 30. In ASP
embodiments, a signup interface (which can also be referred
to as a subscription interface) can be used to capture data
that is not limited to a particular transaction.

[0082] B. Transaction Subsystem

[0083] A transaction subsystem 56 can be responsible for
processing and accessing transaction characteristics 32 dis-
cussed above. The transaction subsystem 56 is responsible
for processing information that is limited in scope to the
particular transaction between the particular purchaser 22
and the particular merchant 26 for the particular purchased
item(s) 24. The only limits to the number of transactions that
can be processed by the transaction subsystem 56 are the
inherent limits to the infrastructure configuration utilized by
the system 20. The transaction subsystem 56 can be con-
figured to receive transaction characteristics 30 from a
variety of different sources, including an online shopping
cart on a merchant’s website. As discussed above, transac-
tion characteristics 32 can include a cost, a location, a
classification, a currency, a purchaser, and any other poten-
tially relevant characteristic. Five digit zip codes and nine
digit zip codes can be generated by the system 20 from the
location characteristic. A wide variety of cost information
can be included as transaction characteristics 32, including
shipping costs, service charges, and other charges to the
purchaser 22. The transaction subsystem 56 can be config-
ured to receive transaction characteristics 32 from an online
shopping cart. Certain types of purchased items 24 can be
exempt on the basis of a category or classification relating to
the purchased item 24. The transaction subsystem 56 can
identify potential exemptions relating to a particular trans-
action in a particular jurisdiction.

[0084] C. Setup Subsystem

[0085] A setup subsystem 54 can be responsible for pro-
cessing and accessing information required by the tax cal-
culator 38 that is not limited to the specific transaction.
Merchant data 30 and subscription data 34 are examples of
data that can be processed, updated, and maintained from the
setup system 54. Because merchant characteristics 30 are
typically an important aspect of the setup process, the setup
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subsystem 54 can also be referred to as a merchant sub-
system in some embodiments. In ASP embodiments where
the system 20 is provided to multiple merchants by an ASP,
the setup subsystem 54 can also be referred to as a sub-
scription subsystem or a signup subsystem because the
characteristics of the subscribing merchant do not typically
change with each transaction.

[0086] The sctup subsystem 54 can be the mechanism by
which subscription contracts are executed between mer-
chants 26 and the ASP. In some embodiments, the contract
between the merchant 26 and the ASP is a click-wrap license
(e.g. click license) that provides for a per transaction charge.
A click license is a contract that is executed online, with the
merchant 26 indicating their assent to the terms of the
contract by clicking an “I agree” button. In such embodi-
ments, if the merchant 26 does not agree, they can be
prohibited from utilizing the services of the ASP. The setup
subsystem 54 can define the various fees charged by the
ASP, including a per transaction charge, a flat fee charge,
and other charges.

[0087] Exemptions can relate to particular entities, such as
purchasers 22 and merchants 26, and thus the setup sub-
system 54 can be used to receive, modify, apply, enforce,
and modify exemption information. An exemption module
within the setup subsystem 54 can be used to create and
enforce a list of exempt customers, as well as a list of
classifications relating to exemptions.

[0088] The setup subsystem 54 can also provide the means
for receiving, storing, updating, selecting, applying, and
enforcing the nexus characteristics of the merchant 26. In a
preferred embodiment, the merchant 26 uses a nexus module
within the setup subsystem 54 to select the jurisdictions in
which the merchant 26 has a nexus for tax law purposes. In
alternative embodiments, the nexus module itself makes the
determination applying the tax rules of the relevant tax
authority 46.

[0089] The tax database 40 and tax calculator 38 can
perform the functions discussed above. In some embodi-
ments, the tax database 40 can be referred to as a data
storage subsystem and the tax calculator can be referred to
as a calculator subsystem.

[0090] In a preferred embodiment, any subsystem in the
system 20 can communicate directly with any other sub-
system in the system 20. In alternative embodiments, there
can be more restrictions on the ability of various subsystems
to interact directly with other subsystems.

IV. Alternative Subsystem View

[0091] FIG. 4 is a block diagram illustrating another
example of a subsystem view of the system 20.

[0092] A. Interface Subsystem

[0093] The interface subsystem 50 can be responsible for
receiving all information relating to merchants 26, subscrib-
ers, purchasers 22, purchased items 22, tax rules imple-
mented by tax authorities 46, and any other data, informa-
tion, or characteristics required by the system 20 to generate
a tax calculation 44.

[0094] B. Transaction Subsystem

[0095] The transaction subsystem 56 can be responsible
for all processing relating to transaction data 32. The clas-
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sification of a purchased item 24 and the price of the
purchased item 24 can be important inputs for the tax
calculator.

[0096] C. Merchant Subsystem

[0097] The merchant subsystem 54 can be the means for
adding, modifying, applying, deleting, updating, or other-
wise accessing merchant characteristics 30.

[0098] D. Collection Subsystem

[0099] A collection subsystem 58 can be used by the
system 20 to automatically collect the transaction 48 tax for
a particular transaction without human intervention. The
payment of the transaction tax 48 can be received in a wide
variety of different forms, including cyber cash, credit card,
debit card, wired funds from a bank, or some type of online
payment mechanism such as ® PAYPAL.

[0100] E. Subscription Subsystem

[0101] A subscription subsystem 60 can be used for all
processing relating to subscription data 34. The subscription
subsystem 60 can be used to configure the way a specific
merchant 26 interacts with the system 20.

[0102] F. Administrative Subsystem

[0103] An administrative subsystem 62 can be used to
manage the overall system 20. In an ASP embodiment, the
administrative subsystem 62 can be managed by personnel
from the ASP. The administrative subsystem 62 can be used
to update the licenses subscribers are asked to agree to. The
administrative subsystem 62 can also be potentially empow-
ered to modify merchant data 30, subscription data 34, and
alter the criteria and tax rules of the system 20.

[0104] G. Exemption Subsystem

[0105] An exemption subsystem 64 can be used to process
exemptions of all types, including exemptions based of
product classifications, the identity of the merchant 26, the
identity of the purchaser 22, the date in which the transaction
takes place, the location of the transaction, or any potential
exemption characteristic. In some embodiments, the exemp-
tion subsystem 64 can interact directly with taxing authori-
ties 46 to minimize the time between governmental decision
making and the implementation of those decisions. The
ways in which exemptions can interact with the exemptions
of other jurisdictions can also be managed by the exemption
subsystem 64.

[0106] H. Purchaser Subsystem

[0107] A purchaser subsystem 65 can be configured to
process, input, update, modify, and delete all information
relating to purchasers 22. In some embodiments, some of
those functions may be performed by the exemption sub-
system 64 or some other subsystem.

V. Web Site Diagrams
[0108] A. Home Page

[0109] FIG. 5 is a web site diagram illustrating one
example of an ASP home page 100. In many embodiments
of the system 20, tax calculations 44 are generated at the web
site of an ASP after receiving transaction data 32 and a
source identifier 49 for obtaining data relating to the mer-
chant 26 or subscriber. In some embodiments, taxing
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authorities 46 also interact with the system 20. The system
20 can be configured to automatically report all transactions
and tax calculations 44 to tax authorities 46 without human
intervention. The system 20 can also be configured to
automatically collect all transaction taxes 48 and forward
those monies to the relevant tax authorities 46.

[0110] From the home page 100, customers and potential
customers of the ASP (collectively “customers,”“users,” or
“subscribers”) accessing the web site can visit the “about us”
page 102, where they can learn more about the ASP and the
services provided by the ASP. A “contact us” page 104 can
be used to initiate subsequent communications between the
ASP and its subscribers. A “privacy policy” page 106
provides information to ASP customers and perspective ASP
customers of the ASP regarding the privacy policy of the
ASP and the web site. The privacy policy can be updated as
desired. A “customer service” page 108 can be used by the
ASP to describe the customer services provided by the ASP
and potentially, various customer service options that can be
selected by subscribers. An “affiliates program” page 110
can be used to describe, facilitate, and maintain various
business relationships with subscribers. A “nexus informa-
tion” page 112 can be used to describe current standards for
nexus determinations. As tax laws change, the nexus infor-
mation page 112 can be changed to accurately incorporate
those changes. A “sales tax reporting” page 116 can provide
information to subscribers regarding reporting requirements
from various tax authorities 46. A “log in” page 120 can be
used by subscribers and other entities with active accounts
with the ASP to actually use the system 20 to generate tax
calculations 44.

[0111] If an entity is not currently a subscriber and does
not have some affiliation with the ASP, subscriber relation-
ships and other relationships, can be created through the use
of a “sign up” page 114. An agreement page 114.02 includes
a license agreement or contract between the ASP and the
user. In some embodiments, the license agreement is a
“click-wrap” license (e.g. “click license”) that can be
executed by merely clicking on a button signifying accep-
tance to the terms. Such agreements can include per trans-
action pricing and/or flat fee pricing. In a click license
embodiment, if the user does not agree to the terms, they
cannot progress to the “contact information” page 114.04
where the user provides the ASP with contact information
for future use.

[0112] A “service and billing” page 114.06 can be used by
the user to select among service and billing options provided
by the ASP. These options can vary dynamically based on
the identity of the user, and subscriber characteristics 34
and/or merchant characteristics 30.

[0113] A “nexus selection” page 114.08 can be used by
merchants 26 to select the jurisdictions in which they have
a nexus for tax law purposes. In some embodiments, the
system 20 makes the determination(s) itself, based on input
provided to the system 20 by the user. A “nexus information”
page 114.10 can confirm the selections made by merchants
26 on the prior page. In some embodiments, the system 20
can be configured to automatically perform its own deter-
minations, prompting the merchant 26 to confirm certain
nexus determinations.

[0114] In some embodiments, some software is loaded on
the access device 28 used by the merchant 26. Such software
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exists on the client side of the ASP network 52, instead of the
server side of the network 52. The benefit of such embodi-
ments is the ability to perform tax calculations even if the
network 52 is temporarily not functioning or not functioning
properly. In some embodiments, the system 20 selectively
identifies the types of code and data likely to be required by
the particular merchant 26 in order to minimize the amount
of code and data stored on the access device 28. The
installation of code and data can be performed from a “code
installation” page 114.12.

[0115] In order to better market the services of the ASP
and to provide purchasers 22 with confirmation that their
transaction taxes 44 are being calculated in an accurate
manner, the ASP can provide a “logo program” page 114.14
to encourage merchants to include the ASP’s logo on the
merchant’s web sites. Additional information can be
obtained through an “other client information” page 114.16.

[0116] The home page 100 also provides access to a “live
demo” page 118. The process of putting items in a shopping
cart can be disclosed on a “shopping cart” page 118.02. The
process of generating billing and shipping information can
be illustrated on a “billing and shipping information” page
118.04. An example of using that information to generate tax
information can be provided on a “tax information” page
118.06.

[0117] B. Merchant Page

[0118] FIG. 6 illustrates an example of web page diagram
for a merchant page 200. The merchant page 200 provides
merchants 26 and potentially other users and/or subscribers
the ability to manage their data on the system 20 that is not
limited to a particular transaction. Merchant data 30 and
subscriber data 34 can be added, updated, and deleted from
the various merchant pages 200.

[0119] 1. User Information and Setup

[0120] A “user information and setup” page 202 includes
a series of pages for capturing merchant data 30 and sub-
scriber data 34, while configuring the system 20 for use with
respect to the particular merchant 26.

[0121] A “customer information” page 202.02 can be used
to capture merchant data 30 and subscriber data 34. Profile
information, functionality preferences, and other data can be
captured.

[0122] A “developer information” page 202.04 can be
used to facilitate technical integration between the mer-
chant’s 26 information technology resources and the ASP.
For example, the ability to seamlessly send data from an
online shopping cart located on the merchant’s website to
the system 20, certain customized development and/or pro-
gramming tasks may need to be performed.

[0123] An “installation and setup” page 202.06 can be
used to configure the system 20 to the specifications and
selections of the merchant 26. In some embodiments, soft-
ware code and data is actually loaded onto the access device
28 of the merchant 26. In such embodiments, the software
and data are loaded from the “installation and setup” page
202.06.

[0124] 2. Nexus Information

[0125] A “nexus information” page 204 can be used to
input, modify, delete, and maintain nexus information relat-

Jul. 31, 2003

ing to a subscriber or merchant 26. The “nexus information”
page 204 can be described as a nexus module.

[0126] Existing nexus information can be viewed from a
“current nexus information” page 204.02. Nexus informa-
tion can be updated from an “update nexus information”
page 204.04. In some embodiments, nexus selections are
made from a “select nexus” page 204.06 by the merchant 26
actually selecting one or more jurisdictions. In other
embodiments, the merchant 26 provides some of the under-
lying information, and the system 20 makes the nexus
determinations itself. Address information can be updated
from an “update address” page 204.08.

[0127] 3. Exemptions

[0128] An “exemptions” page 206 can be used by mer-
chants 26 and other users of the system 20 to create, update,
delete, and maintain exemption data. The functionality of
the “exemptions” page 206 can be referred to as an exemp-
tions module.

[0129] Current exemptions based on product classifica-
tions that are relevant to the merchant 26 can be viewed on
a “list of exemptions” page 206.02. Exemptions can be
added, updated, or removed from an “add, update, remove”
page 206.04. Exemptions can also relate to the identity of the
purchaser 22. A list of existing exempt customers can be
viewed from a “list of exempt customers” page 206.06.
Customer-based exemptions can be added, updated, or
removed from an “add, update, remove exempt customers”
page 206.08.

[0130] 4. Calculate Tax

[0131] A*“calculate tax” page 208 can be used to configure
the tax rules for a particular merchant 26 or subscriber. A
“calculation page”208.02 can be used to perform calcula-
tions 44 for a particular transaction in a manual or automated
manner. A “storage or export” page 208.04 can be used to
configure the way in which tax calculations 44 are stored or
exported for a particular merchant 26 or subscriber.

[0132] 5. Billing

[0133] A “billing” page 210 provides the subscriber or
merchant 26 with financial data relating to the relationship
of the subscriber or merchant 26 with the ASP. Currently
billing information can be provided through a “billing
information” page 210.02. Past payment history can be
viewed through a “payment history” page 210.04. Informa-
tion relating to per-transaction charges and flat-fee subscrip-
tion charges can be viewed from the various “billing” pages
210.

[0134] 6. Reports

[0135] A “reports” page 212 can be used to invoke tem-
plate report formats, create new report templates, and create
ad hoc reports. A “format/structure report” page 212.02 can
be used to format ad hoc and reusable template reports. A
“view/export/store report” page 212.04 can be used to
generate reports with configure the ways in which data is
stored and/or exported.

[0136] C. Administrator Page

[0137] FIG. 7 is a web page diagram illustrating an
example of an administrator page 300. The administrator
page 300 can be used personnel from the ASP, and in some
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embodiments, the merchant 26, to add, modify, and delete
functionality from the system 20.

[0138] An “update content” page 302 can be used to add,
update, or remove content from the website. An “update
agreement” page 304 can be used to make changes to the
click license described above. An “update FAQ™ page 306
can be used to add, update, and delete text from a frequently
asked questions page.

[0139] An “update merchant” page 308 can be used by a
third party such as an ASP to update merchant data 30.
Company information can be updated on an “update com-
pany information” page 308.02. Information relating to the
merchant’s 26 account with the ASP (e.g. subscription data
34), can be accessed from a “merchant account information”
page 308.04.

[0140] An “accounting” page 310 can be used to access a
“change nexus” page 310.02 and a “calculations” page
310.04. The pages can be used to manage the accounting and
tax rules applied by the system 20. The system 20 is highly
adaptable, and can be configured to implement merchant-
based customizations.

VI. Process-Flow Views

[0141] FIG. 8 is a flow chart diagram illustrating an
example of a process flow beginning with the sending of
data from a merchant’s cart at 400 and ending with the
transformation of a 5 digit zip code to a 9 digit zip code at
420.

[0142] A merchant’s cart at 400 is located on the web site
of the merchant 26. The cart can capture a wide variety of
different information. At 402, certain data is sent to the ASP
web site. In many embodiments, the data sent will include a:
customer name, address information, merchant ID, product
ID(s) relating to the particular transaction, total cost, ship-
ping cost, and a transaction completed flag. Other embodi-
ments will include a different variety of data and character-
istics.

[0143] At 404, it is determined whether or not the mer-
chant 26 providing the information is a subscriber or is
otherwise listed on the system 20. If the sender is not
identifiable by the system 20 given the data sent at 402, the
process returns to the shopping cart at 400. If the sender is
listed at 404, the process continues to 406 to determine
whether or not the customer is exempt. If the customer is
exempt 406, no taxes are due, and the process returns to the
cart at 400 with a determination that no taxes are due. If the
customer at 406 is not exempt, the process continues to a
shipping/nexus comparison at 408.

[0144] At 408, if the shipping jurisdiction is not a nexus
jurisdiction, then no sales tax are due, and the process
returns to the shopping cart at 400 with no sales tax due. In
some embodiments, the process continues because use taxes
may be due.

[0145] At 410, a determination is made by the system 20
whether or not the shipping jurisdiction is a destination
jurisdiction or an origin jurisdiction. If the jurisdiction at 410
is a destination jurisdiction, the destination address is veri-
fied at 412. If the address at 414 is invalid, the address is
identified as invalid, and the process returns to the mer-
chant’s cart at 400. If the address is valid at 414, the system
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20 references a nine-digit zip code database 42 to generate
a nine-digit zip code for the shipping destination at 420.

[0146] If the system 20 at 410 determines that the juris-
diction is an origin jurisdiction, the origin address is pre-
verified at 418. In other embodiments, origin address (the
merchant’s address) can be verified at 418 in the same way
that destination addresses are verified at 412. At 420, a
nine-digit zip code can be generated from the origin address.

[0147] Regardless of whether the jurisdiction is an desti-
nation or origin jurisdiction, valid addresses can be used to
generate nine-digit zip codes for subsequent processing at
420. The process at 422 continues on FIG. 9.

[0148] FIG. 9 discloses an example of a flow chart that
continues where FIG. 8 ended. FIG. 9 illustrates an example
of system 20 processing from jurisdiction-based exemption

processing at 424 through the recording of a transaction at
456.

[0149] At 422, product classifications in the purchased
items 24 are compared to product-based exemptions at the
various jurisdictions which may relate to the transaction.
Zones are subsets of cities. A single city can have many
different zones or “localities.” If zone exemptions exist at
424, relevant data is stored at 426. If city exemptions exist
at 428, relevant variables are stored at 430. If county
exemptions exist at 432, relevant variables are stored at 434.
If state exemptions exist at 436, relevant variables are stored
at 438.

[0150] At 440, transaction taxes are calculated for non-
exempt items. At 442, all variables and taxes are added
together. At 444, taxes are applied to shipping charges, as
required by the various jurisdictions. At 446, transactions are
written to the tax database 40. At 448, the transaction
information can then be sent back to the shopping cart on the
merchant’s 26 web site. At 450, a text log can be created at
the web site after completion of the sale. At 452, a remote
daily log can be created at the merchant’s site for the
convenience of the merchant 26. Logs can also be created
for purchasers 22 and tax authorities 46.

[0151] At 454, unique Ids are matched to the database as
a transaction is executed by the purchaser 22 and merchant
26. All relevant records at 456 are marked as completed,
with tax being due. In some embodiments, a report is sent at
456 to the various tax authorities. In some embodiments, the
system 20 itself collects the transaction tax 44 and forwards
that payment to the tax authority 46.

[0152] FIG. 10 is an example of a flow chart describing a
process from an e-commerce transaction at 460 through the
completion of a transaction with tax charges at 474.

[0153] At 460, an e-commerce or related application that
requires a potential tax calculation 44 requests a tax calcu-
lation 44 from the system 20. At 462, the network server of
the ASP receives relevant transaction data 32 and at least one
source identifier 49. At 464, the system 20 determines the
identity of the merchant 26 and relevant merchant charac-
teristics 30 from the source identifier 49.

[0154] At 466, the system 20 generates a tax calculation
44 using the tax calculator 38. At 468, the tax calculation 44
is sent to the requesting merchant 26 web site or application.
At 470, the network server for the ASP receives data from
the merchant’s 26 web site or application, confirming the
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execution of the transaction. At 472, all unique IDs such as
merchant ID, subscription ID, product ID, and other iden-
tifiers are captured by the system 20 and recorded in the tax
database 40. At 474, the transaction is completed with
transaction charges being identified as due.

[0155] FIG. 11 is a flow chart illustrating a second
example of a process flow beginning with the tax calculation
44 request at 480 of an e-commerce shopping cart from a
merchant 26 web site to the finalizing of a transaction at 492.

[0156] At 480, an e-commerce shopping cart can send
transaction data 32 including product classifications relating
to purchased items 24 and potential product exemptions, to
the system 20. One or more source identifiers 49 can also be
sent.

[0157] At 482, the system can identify the merchant 26
through the use of the source identifier 49.

[0158] At 484, the system 20 can look up the tax rules for
the particular merchant 26, as entered through the “mer-
chant” page 200.

[0159] At 486, the system 20 can apply the tax rules
configured for the particular merchant 26, to the transaction
involving the particular merchant 26.

[0160] At 488, the system 20 can send back the tax
calculation 44 to the e-commerce cart so that the transaction
tax 48 can be included in the requirement payment 25 to the
merchant.

[0161] At 490, the e-commerce cart can list the total
payment 25 required for completion of the transaction.

[0162] At 492 the transaction is completed, with all rel-
evant unique IDs and other data being stored on the tax
database 40.

[0163] FIG. 12 is a flow chart illustrating one example of
a setup process for a merchant 26 or other forms of sub-
scribers. A login process is performed at 500. At 501, dates
are inserted into predetermined tax forms such as a state tax
form at 501.02, a county tax form at 501.04, a state tax form
at 501.06, and any other tax forms for relevant tax authori-
ties 46.

[0164] An interview is conducted at 502. In many embodi-
ments, this is an automated exchange between the merchant
26 and predetermined business rules in the system 20. In
other embodiments, a human being acts on behalf of the
ASP.

[0165] Nexus jurisdictions are determined at 504. In many
embodiments, the merchant 26 makes nexus sclections. In
other embodiments, the system 20 applies legal judgments
to facts supplied by the merchant 26.

[0166] At 506, the system 20 can identify purchased items
24 with special tax issues such as a ship-to location, a
ship-from location, a point or order origin (POO), a point of
title passage (origin or destination), or a bill to bill location.
All taxing rules can be finalized at 508.

[0167] FIG. 13 is a flowchart illustrating an example of a
process in an ASP embodiment of the system 20 beginning
with the review of a license agreement at 510 through the
installation process at 540 through joining a logo/affiliate
program at 544.
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[0168] At 510, the potential subscriber reviews the license
agreement. If the agreement is not accepted by the merchant
26 or subscriber, then no tax calculation services should be
provided by the system 20.

[0169] At 512, the new user signup wizard is invoked to
walk new subscriber through the sign-up process. Merchant
data 30 is entered at 514. Billing information such as credit
card or check data and other subscription data 34 can be
entered at 516.

[0170] Web site information such as domain name and
developer information can be provided at 518. This infor-
mation allows online carts on the merchant page 200 to
communicate in a transparent manner with the system 20.

[0171] A nexus determination wizard can be invoked at
520. In many embodiments, the actual determination is left
to the legal judgment of the subscriber. In other embodi-
ments, the system 20 supplies the legal judgment to facts
made known to the system 20.

[0172] Information relating to the location and functions
of physical locations can be entered at 522. Physical loca-
tions can include warchouses, sales offices, distribution
centers, and other location types.

[0173] Payroll tax information can be supplied at 524. In
a preferred embodiment, the merchant 26 identifies the
jurisdictions in which payroll tax is paid by the merchant 26.

[0174] Sales representative information can be entered at
526. Employees as well as commissioned and independent
agents can be inputted into the system 20. Traveling profiles
and location information can also be included.

[0175] State registration information can be received by
the system 20 at 528. The merchant 26 can identify states in
which sales taxes are collected and remitted.

[0176] A labor and services determination at 530 can
allow the merchant 26 to collect exemption certificates
based on the labor and/or services provided by the merchant
26.

[0177] Taxing properties at 532 relating to characteristics
such as ship to, ship from, POO, POA, and Bill-to, can be
entered into the system 20 by the merchant 26.

[0178] At 534, the system 20 can determine whether resale
exemption certificates should be issued because 100% of the
sales activities in a particular state or other jurisdiction, are
solely for resale. Those certificates can be issued at 536.
Product-based exemptions based on product classifications
can be identified by the system 20 at 538.

[0179] Insome embodiments, code and data are stored on
the access device 28 of the merchant 26 used by the
merchant 26 to access the system 20. In some embodiments,
code and data used to integrate merchant 26 online carts with
the system 20 may require additional code components.
Regardless of the purpose of the code and data components,
they can be installed through the use of an installation
wizard at 540.

[0180] A congratulatory message can be sent at 542, along
with an invitation to join the logo/affiliates program. Details
of such additional programs can be provided at 544.

[0181] FIG. 14 is a flow chart illustrating one example of
a tax calculation process. At 600, merchant data 30, sub-
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scription data 34, and transaction data 32 are accessed by the
system 20. At 602, the system 20 determines whether or not
the merchant 26 has a current account with the ASP. If the
merchant 26 does not have a current account, no information
is sent back the merchant 26 at 604.

[0182] If the merchant 26 has a current account, the
system 20 determines at 606 whether or not the transaction
is occurring within jurisdiction in which the merchant 26 has
a nexus. If no nexus exists at 608, then no sales tax is due,
and sales tax that was applied should be sent back, and the
lookup can be recorded on the tax database 40.

[0183] If a nexus does exist, the state relating to the nexus
is identified at 610. At 612, a freight taxable table is viewed
by the system 20. If not, no charges are added at 614. If
freight is taxable at 614, the freight charges can be sub-
tracted out.

[0184] At 616, the system 20 determines whether or not
the jurisdiction is an origin jurisdiction at 618 or a destina-
tion jurisdiction 620. The transaction location and address
information is controlled by the determination at 616.

[0185] At 622, the system 20 determines whether or not
any other taxes such as storage taxes may be due. If such
taxes are due, the percentages can be stored at 618. Other-
wise, the percentage of such taxes can be designated as zero
at 626.

[0186] At 628, the system 20 determines whether or not
any city taxes are due. If none are due at 630, the system 20
denotes the city tax value as zero. If city taxes are due, the
system determines at 632 whether a maximum tax exists. If
no maximum tax exists, the tax percentage is stored at 634.
It a maximum tax exists at 632, the applicable tax percentage
is calculated at 636 by comparing the maximum tax to the
city tax.

[0187] At 638, the system 20 determines whether or not
any county taxes are due. If none are due at 640, the system
20 denotes the county tax value as zero. If county taxes are
due, the system determines at 642 whether a maximum tax
exists. If no maximum tax exists, the tax percentage is stored
at 644. It a maximum tax exists at 642, the applicable tax
percentage is calculated at 646 by comparing the maximum
tax to the county tax.

[0188] At 658, the system 20 determines whether or not
any state taxes are due. If none are due at 650, the system 20
denotes the state tax value as zero. If state taxes are due, the
system determines at 652 whether a maximum tax exists. If
no maximum tax exists, the tax percentage is stored at 654.
It a maximum tax exists at 652, the applicable tax percentage
is calculated at 656 by comparing the maximum tax to the
state tax.

[0189] At 658, the total transaction percentage is calcu-
lated by the system 20. At 660, unique IDs are created in the
database, with all results being stored in the system 20. At
662, the total transaction tax 48 is sent back to the mer-
chant’s 26 online cart.

In the claims:
1. A system for calculating transaction-based taxes, com-
prising:

a transaction subsystem, including a transaction charac-
teristic and an online shopping cart, wherein said
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transaction subsystem is configured to receive said
transaction characteristic from said online shopping
chart;

a subscription subsystem, including a nexus characteristic
and a signup interface, wherein said nexus character-
istic is selected through said signup interface; and

a tax calculator, including a tax calculation, wherein said
tax calculator generates said tax calculation from said
transaction characteristic and said nexus characteristic.

2. The system of claim 1, further including a plurality of
transaction characteristics comprising a cost, a location, and
a classification.

3. The system of claim 2, wherein said cost includes a
shipping cost.

4. The system of claim 2, further comprising a nine-digit
zip code, wherein said system generates said nine-digit zip
code from said location.

5. The system of claim 1, further including a plurality of
subscription characteristics, comprising a click license.

6. The system of claim 5, wherein said click license
provides for a per transaction charge.

7. The system of claim 5, wherein said click license
provides for a flat fee charge.

8. The system of claim 1, further comprising a merchant
subsystem, wherein said merchant subsystem provides for
modifying said nexus characteristic.

9. The system of claim 8, wherein said merchant sub-
system includes an exemption module and an exemption
characteristic, wherein said exemption module provides for
receiving said exemption characteristic, and wherein said
tax calculation is generated with said exemption character-
istic.

10. The system of claim 9, further including a plurality of
exemption characteristics, including a list of exempt cus-
tomers and a list of exemptions.

11. The system of claim 10, wherein said exemption
module is configured to modify said list of exempt custom-
ers and said list of exemptions.

12. The system of claim 1, further comprising a collection
subsystem and a tax authority interface, wherein said tax
calculation is reported to said tax authority interface without
human intervention by said collection subsystem.

13. The system of claim 12, further comprising a trans-
action tax and an electronic payment, wherein said transac-
tion tax is collected without human intervention by said
collection subsystem in the form of said electronic payment
when said transaction tax is incurred.

14. The system of claim 13, wherein said electronic
payment is forwarded to said tax authority interface without
human intervention.

15. The system of claim 1, further comprising a database,
wherein said nexus characteristic is stored on said database
and wherein said nexus characteristic is configured for
repeated use.

16. The system of claim 1, further comprising an admin-
istrative subsystem, an updated click license and an updated
merchant characteristic, wherein said system is configured
to receive said updated click license and said updated
merchant characteristic through said administrative sub-
system.

17. The system of claim 1, further comprising a network
and a network access device, wherein said network includes
a server side and a client side, wherein said network access
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device is located on said client side and wherein said
transaction subsystem and said subscription subsystem are
located on said server side.

18. The system of claim 17, further comprising a plurality
of client sides, wherein said server side is a third party
administrator server connected to said plurality of client
sides.

19. The system of claim 17, further comprising a database
to store said transaction characteristic and said subscription
characteristic wherein said database is located on said server
side of said network.

20. The system of claim 17, further comprising a mer-
chant website, wherein said online cart is located in said
merchant website, and wherein said merchant website is said
network access device.

21. The system of claim 1, wherein said transaction
characteristic is a location, wherein said location is not a
mailing address.

22. A system for calculating transaction-based taxes,
comprising:

an interface subsystem, including:

a transaction interface and a plurality of transaction
characteristics, wherein said plurality of transaction
characteristics comprise a cost, a location, and a
classification, wherein said transaction interface is
configured to receive said plurality of transaction
characteristics; and

a merchant interface and a plurality of merchant char-
acteristics, wherein said plurality of merchant char-
acteristics comprise an exemption characteristic and
a nexus characteristic, wherein said merchant inter-
face is configured to receive and store said plurality
of merchant characteristics for repeated access;

a database, comprising a plurality of extended zip
codes, wherein said plurality of extended zip codes
includes a particular extended zip code, wherein said
system identifies one said particular extended zip
code from said plurality of extended zip codes with
said location from said transaction interface; and

a tax calculator, including a tax calculation, wherein
said tax calculator provides for generating said tax
calculation from said plurality of transaction char-
acteristics, said plurality of merchant characteristics,
and said particular extended zip code.
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23. The system of claim 22, further comprising a sub-
scription module and a subscription characteristic, wherein
at least one said merchant characteristic is said subscription
characteristic.

24. The system of claim 23, wherein said subscription
characteristic is a nexus characteristic.

25. The system of claim 24, wherein said nexus charac-
teristic is a user-selected nexus characteristic.

26. The system of claim 22, wherein said transaction
interface is configured to receive said plurality of transaction
characteristics from an online shopping chart.

27. A method of providing subscribers with transaction-
related sites on the Web with a tax calculation for a particular
transaction process, comprising:

receiving a plurality of subscriber characteristics during a
setup process of a subscriber;

configuring an interface system to capture a plurality of
transaction characteristics relating to a particular trans-
action process, wherein said plurality of transaction
characteristics relate to a transaction in which the
subscriber is a party; and

generating a tax calculation for the particular transaction
process from said plurality of subscriber characteristics
and said plurality of transaction characteristics.

28. The method of claim 27, further comprising:

sending said tax calculation to an online cart on a sub-

scriber website.

29. The method of claim 28, wherein said sending of said
tax calculation is transparent to a user of the subscriber
website.

30. The method of claim 27, further comprising display-
ing a click license configured for execution.

31. The method of claim 30, further comprising setting a
ASP fee in said click license.

32. The method of claim 27, further comprising modify-
ing said plurality of subscriber characteristics after the setup
process is completed.

33. The method of claim 27, further comprising collecting
the tax indicated by the tax calculation.

34. The method of claim 33, further comprising forward-
ing the collected tax to a tax authority.



