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Notices

The following information is not intended to be “written advice concerning one or more Federal tax matters”
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230.

The information contained herein is of a general nature and based on authorities that are subject to change.
Applicability of the information to specific situations should be determined through consultation with your
tax adviser.
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Withyou today

Kathya Capote Peimbert

Managing Director
Global Lead E-invoicing and Digital Reporting
KPMG U.S.

Christiaan VanDer Valk

GM Indirect Tax Technology
Sovos

Paula Smith

Managing Director
Indirect Tax Technology
KPMG U.S.

Philippe Stephanny

Managing Director
Indirect Tax, Washington National Tax
KPMG U.S.



Agenda

1. E-invoicing 101
2. Practical implications
3. Developing a compliance strategy
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Setting the scene: what do we mean by e-invoicing?

An “E-invoice” is any digital document that is created as a set of structured data in a specific format or schema specified by the tax
authorities.

The process of “E-invoicing” involves the electronic transmission of E-invoices to and from taxing authorities pursuant to
government mandates as a precondition to issuing a government-approved E-invoice to a customer.

Some common schemas used in e-invoicing mandates are EDI, XML and JSON.

E-invoicing Compliance Process £
3 :

Traditional Compliance Process

Leverage ERP data to calculate taxes

Generate Invoice

01 Leverage ERP data to calculate taxes
By o
0'2 02 Generate Invoice

& <= ()3 = EO'v 03 Send invoice to client

Client P':F

04

Send invoice to tax authority

Tax authority accepts or rejects the invoice in
real time

04 Extract fiscal information If invoice is accepted by the tax authority,

then it is sent to client
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If invoice is rejected by the tax authority,
then correction and reissuance is required

05 Send fiscal information to tax authority




Different models of e-invoicing and digital reporting

. . . . . . i Supplier Initiated/
Reporting Direct E-invoicing Supplier Initiated Government Generated Buyer Validated
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Tax Authority Buyer Tax Authority Tax Authority Tax Authority
Digital Reporting E-invoicing is allowed Supplier Initiated Government Generated Supplier Initiated/
Example country: Poland :nd regtu]cllate?h but dhatta Example country: Saudi Example country: Italy BuyerValidated
and Portugal (Near) Real o?hs n.(t) ow throughtax Arabia, Korea, Indonesia, Example country:
Time Reporting authortly Malaysia Colombia, India, China

Example country: Australia,

Example country: Singapore, Japan

Hungary, Spain

KPMG 6
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Practicalimplications of e-invoicing

« Governments all over the world are transforming the business process whereby vendors seek payment from
customers for sales of goods and services

« E-invoicing mandates inject tax authorities as intermediaries between vendor and customer in the invoicing
process for commercial transactions

- When Vendors submit E-invoices for pre-issuance approval by Tax Authorities, all data elements and process
requirements must be strictly met, or the E-invoice will be rejected

 Bottom Line: unless a company implements an E-invoicing process that is compliant with
the tax authority mandate in each country, the company cannot obtain payment for sales of
goods or services to its customers.



Whatis the cost of non-compliance?

« Invoices not being paid

Business Impact

« Shipments being blocked
* Reputational Damage

* Criminal penalties
* Financial penalties (e.g., fixed amount or invoice

. ercentage amount per offense
Penalties pereenias P )
 Closing stores

ﬁ e Loss of CIT deductions
* Disallowed VAT/GST Credits

Tax Deductibility » Delay in refunds

Non-compliance is
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Compliance regimes: 2000

Evolution of e-invoicing

Post Audit/uncategorized
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. Clearance/CTC

. In immediate transition/dual regimes

KPMG




D
(=)
o
D
e
D
—
—
(=}
=)
><
(9=}
J—
T
[=b)
=]
h—
(=}
&
7
(7]
(=
Th—
o |
o
—
=
N\
S
(9N

Complianceregimes: 2015

Evolution of e-invoicing

Post audit/uncategorized
. E-invoicing mandate in place

. In immediate transition/dual regimes

KPMG

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. USCS009502-3Q
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Compliance regimes: 2020

Evolution of e-invoicing

Post Audit/uncategorized
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. Clearance/CTC

. In immediate transition/dual regimes

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 11
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. USCS009502-3Q
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Compliance regimes: 20307

Evolution of e-invoicing

Post Audit/uncategorized

. Clearance/CTC

. In immediate transition/dual regimes

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. USCS009502-3Q
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Impact on U.S. companies engaging ininternational
transactions

Stakeholder Collaboration

Business Impact

Tracking Developments — Systems Architecture

Master Data & Processes a Ownership & Support

13



Developing a global compliance strategy
O 00

e o) Strategic
P Develop Assess Data Develop Roadmap
C|=a Compliance Requirements Compliance Corporatg
E Strategy and Gaps Roadmap Leadership
E Data
(=) Requirements Finance,
== and Governance Tax, and
c’é @ @ Operations
J—
h—
g Engage Develop
E Third-Party Process E-Invoi(I:EiE:’ Trade &
o Business and Data and Reporting E-invoicing & Customs
] H .
3’, Partners Solutions Solution Digital Reporting
E Compliance
Q. Information
c/;. Technology
e Business Process
g Re-engineering
(=) Develop Enhance Implement Customer, Vendor,
Solutions Governance Solutions Analytics &
Automation

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of independent member 14
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. USCS009502-3Q




D
(=)
o
D
e
D
e
—
(=}
=)
><
(9=}
J—
T
[=b)
=]
h—
(=}
&
7
(7]
(=
Th—
o |
o
—
=
N\
S
(9N

AP considerations

The rise of e-invoicing, driven by digital evolution, has increased responsibilities for taxpayers, especially in
Accounts Payable (AP)

Receipt of E-invoices E-invoice response

requirements

Tax Documents Archiving

Validation Approved Parties

15



gJualajuog xe] 18plog-SS013 SN 1¢0¢



KPMG

Some or all of the services described herein may not be permissible
for KPMG audit clients and their affiliates or related entities.

Learn about us: m kpmg.com

The information contained herein is of a general nature and is not intended to address the circumstances of any
particular individual or entity. Although we endeavor to provide accurate and timely information, there can be no
guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the
future. No one should act upon such information without appropriate professional advice after a thorough
examination of the particular situation.

© 2024 KPMG LLP, a Delaware limited liability partnership and a member firm of the KPMG global organization of
independent member firms affiliated with KPMG International Limited, a private English company limited by
guarantee. All rights reserved. USCS009502-3Q

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG
global organization.
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