Overview of Compliant
e-lnvoicing

Den Haag, November 2009

Joost Kuipers




The program: ....

* Fiscalis 2013 program;

 The (e-) audit process;

* The e-Invoicing
Compliance Guidelines.
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Focus on elnvoicing ....

 Important: Lisbon Agenda;
Europe cannot compete unless it
becomes more inventive, reacts better to
consumer needs and preferences and
innovates more;

 The development of elnvoicing is part of
the eEurope actions plans;

 Development of elnvoicing stays behind.
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elnvoicing in the picture....

« EXPERT GROUP on electronic invoicing;

http://ec.europa.eu/internal_market/payments/eiowgy/index_en.htm

« CEN Workshop on elnvoicing phase 2;

« Activity “audit of e-Invoicing;
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VAT Invoicing Rules

« 28 January 2009. EC proposal to change
the VAT-directive 2006/112/EC
« Existing Legislation in the Member States

http://ec.europa.eutaxation_customs/taxation/vat/
traders/invoicing_rules/index_en

https://globalvatonline.pwc.com/uk/tls/gvol2/gvaol/
AlIByCode/RJAI-7CHKUS5/$File/PwCLegislation
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“Recommendation”

« Equal treatment of paper and e-invoices;

« “Technologically neutral”

« Based on an Consistent Business Control
Framework and Tax Control Framework

« So auditability for external auditors, as tax
auditors, must be guaranteed.
“Authenticity of origin” and “integrity of
content” of “the transaction”.
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a changing audit environment: ....

« Computerised accounting systems, cross
border exchange of electronic data;

« Change in legal environment;

« Compliance initiatives in several
Member States (horizontal monitoring) ;

« Change of perception?
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* Our audit environment becomes more
and more complex;

 We need a structured audit approach;

 We need to work together in our audits
- mutual assistance;
- multilateral audits (joint audits);

 We need to work together in
development,

 we need a Framework for e-audit

(invoice directive December 2001).
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The (virtual) eAudit Group...

« Steering group.

Meeting of the steering group (results
projects, exchange of information);

« Contact persons in every Member State;

 Brother countries system.

« Seminars, workshops, working visits,
targeted fiscalis exchanges, twinning
projects.

« E-audit Forum
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The audit model
(e-audit road map, 4 section 2)

Exploring
audit environment Preplanning or_Orientation

(Understanding The Business)

Conditional audits

Planning

Performing the Audit

IT-audit should be an
integrated part

Evaluation
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Preplanning:
Exploring audit environment ....

Audit the presence;
UNDERSTANDING THE ENTITY
AND IT’'S ENVIRONMENT
AUDITABILITY
- organisation: nature and size of the
organisation. Internal organisation
- system: inventarisation ICT. Logistic,
financial, personnel systems, packages
(in relation to the organisation)
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Preplanning: conditional audits

« completeness transactions

« completeness and correctness recording
« availability for audit (kept for x years)

« auditability (audit trail)

Every taxable person has the The taxpayer should co-operate

obligation to ensure that the data is@nd support the auditor,
stored electronically (incl. Including exercising data
electronic signature), as produced access. Supporting
or received. Readability should be documentation including file

guaranteed throughout the storage Structures, field formats and
period. sizes should be provide'.
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Preplanning:

SAS70 (TPM)

Audit of annual
accounts

External
audit

Business

™ Other audit techniques Internal control

In control statement
(SOX)

g
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_ Preplanningt: _
included horizontal monitoring (NL)
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Audit techniques
completeness checks

« Analytical reviews;

* Rely on internal control;

* Rely on external control,;

 Movement of goods, monetary
transactions;

 Observations (audit on the spot);

* Third party information;

« Third party investigation.
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Audit techniques
correctness checks

« Analytical reviews;

« (statistical) Sampling;

* File interrogation (may also give
information for completeness)

* (other) Audit tools
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E-invoicing, about he perception of

complexity and not clear (VAT-)regulation...

« Corporate e-invoicing users, Service
Providers and solution vendors (did) feel
Insecure about their e-invoicing solutions.
They want to be (VAT-) compliant;

« Tax administrations (did) seek for guidance
how to audit e-invoicing solutions.

They feel insecure
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Activity “audit of e-Invoicing”....

« Audit process facilitation
- Producing of audit standards (guidance
paper) for tax auditors. Including verification
of the authenticity and integrity of invoice
transmissions.
- Produce training standards (requirements)
for different target groups;

 Audit facilitation.
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CEN/ISSS workshop e-invoicing 2

Compliance of electronic invoice
implementations with Council Directive
2001/115/EC and the national legislation as
regards electronic invoices

- Criteria for certification of service
providers and e-invoice solutions

- A framework for tax authorities to audit
VAT invoice solutions
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Draft CWA E-Invoicing
Compliance Guidelines

« Based on strong similarity between the
Fiscalis project and CEN WG2 en WG3
(Cost effective authenticity and integrity)
tasks for guidelines

— Desire to avoid overlap

— Exploit synergies

— Joint promotion & implementation
opportunities

Http://www.e-invoice-gateway.net/
knowledgebase/elnvoiceBestPractice
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Draft CWA E-Invoicing
Compliance Guidelines

« Business process analyse (matrix) and a
commentary paper:
- for business (including service providers):
to verify they’re in control (self assesment)
- for external auditors (including tax auditors):

to be able to verify if a business is in control.

The model is based on trust in companies,
but verifiable for external audit
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Draft CWA E-Invoicing
Compliance Guidelines...

Commentary paper: background,

definitions, descriptions

Excel document where ~100 process steps
are mapped to:
Risks (why), requirements (what), controls
(how)
Process filters allow viewing specific end-to-
end process configurations
Examples: Direct e-invoicing, Self-billing,
Service provider(s), Audit step correlation,
Integrity/authenticity method
Technology neutral, non-
discriminitative, protecting
investment, protecting SME’s.
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The Guidelines are addressed to:

« Companies engaged in e-invoicing
« Service and solution providers offering e-
invoicing functionality.

 |nternal and external auditors.

VAT auditors in tax administrations
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Process overview: life cycle....

Master data
[ [ I
Archiving and auditability <C>
| | |
Archiving and auditability <D>

@ Trading partner on- and off-boarding @
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The Matrix ....

"
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A, B c D E H J K L
Reference Examples, Fl::h
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The Matrix ....
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We are we now:

« Last CEN-meeting “e-Invoicing2”
Madrid 10 September 2009

 We had al lot of positive feed back,

* The e-Invoicing Compliance Guidelines are
adopted by the Expert Group on e-Invoicing
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From now:

« CEN/e-Invoicing 37?

* The invitation still stands:
- We invite companies, Service Providers
and developers of e-invoicing solutions to
assess the applicability

« - We invite all auditors specialising in e-
Invoicing applications and VAT
administrations to review the Guidelines
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| thank you
for
your attention
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