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Artificial intelligence (Al)
is technology that enables
machines to demonstrate
human-like reasoning and
capabilities such as
autonomous decision
making and problem
solving.
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* VAT gap across EU identified by governmental agencies

* Increasing regulatory push (mandatory in EU by 2030) for real-time
reporting, e-invoicing, SAF-T

Why VAT is under the

spotlight
* Complex, fragmented ERP data, frequent manual errors & reliance
on Excel

* Outlier detection as key compliance control
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How does Al affect
the role of the VAT

specialists?

Role of Al in VAT

* From rule-based checks to
machine learning anomaly
detection

* Uses ERP transactional data,
invoice metadata & VAT rules

* Techniques:
* Pattern recognition

* Predictive analytics
* Neural network classifiers

Impact on VAT Specialists

* Changing role: from manual
review to strategic oversight

* Tax authorities, in-house
teams, and consultants
adapting

* Al supports faster, more
accurate VAT compliance

- Understanding Al technology




@ e-Bright

How to ‘insert’ Al in
a tax control
framework?

e bl 1o ol

wikipedia.ong 26.3%
youtube.com 23,5%
google.com 23.3%
yelp.com 271.0%
facebook.com 20.0%

amazon.com 18.7%
tripadvisoreom™ 12.5%

Does Al fit within a Tax Control Framework?
* Alis as good as the people who have designed it and it sources

* Al solutions require a multidisciplinairy team (tax, finance, data
and IT)

* Al also relies on data quality and completeness

* Al solutions make use of ML, NLP, RPA, Chatbots and many other
features

* Al within a TCF can be used for:
* Risk & Opportunity identification;

* Monitoring & Detection
* Reporting & Controls

- Adaptation

* Predictive Analyses

* Tip: Include tax authorities in the entire design and decision-
making process
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Use Case 1: Reconciliation Turnover and VAT Payable

USE CASES

Use Case 2: Reverse charge for VAT

Use Case 3: Intercompany postings
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Use Case 1

RECONCILIATION TURNOVER
AND VAT PAYABLE

What do we mean with “Reconciliation”?

* Reconciliation should be part of the ongoing VAT compliance
process and be the first step you take in the VAT filing preparation
process.

* Reconciliation should show if the numbers coming from the VAT
reporting process are complete and correct.

* Automation the reconciliation process requires you to make a
couple of choices upfront:
* Which G/L Accounts are mandatory for reconciliation?

* Which G/L Accounts could be relevant based on postings?
* How to eliminate postings not relevant for reconciliation?
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Use Case 1

RECONCILLIATION TURNOVER
and VAT PAYABLE

Which G/L Accounts are mandatory for reconciliation?

* All G/L Accounts that are included in the profit and loss account that
have generated revenues

* All G/L Accounts that are included in the balance sheet and could
generate revenues

* Select these G/L in the ERP system for mandatory use of a tax code for
any posting to these accounts

* Provide clear guidance on which tax codes to use per type of income

* Monitor compliance with the above policy continuously.
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Which G/L Accounts could be relevant based on postings?

Every posting on a G/L account that have been posted using a tax code

* Eliminate postings that do not represent revenues

Use Case 1

RECONCILLIATION TURNOVER
and VAT PAYABLE

* Ensure the correct element of the journal entry is selected and included
in the reconciliation process
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https://app.powerbi.com/groups/me/reports/79c379ff-a417-4317-aa1e-1f7c2bfe9437/?pbi_source=PowerPoint
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-223,445

hil

Totale omzet op tax codes (A0 t/m ZV) Verschil

1001 AO Verkoop BTW administratief -5,259,500 5570313 -310813 0100180040 A0 Verkoop BTW administratief

1001 A2 Verkaop BTW 21% 103548877 -103,461510 87,367 0100180051 Nut AQ Verkoop BTW administratief -8,887

1001 A4 Verkoop BTW 9% 45,600 45,600 0 0100180065 Nt A0 Verkoop BIW administratief o NS
1001 A5 Verkoop BTW Viijgesteld -6,709,720 6,709,720 0 0100180099 Nvt AQ Verkoop BTW administratief -588

1001 A8 Verkoop BTW 0% -516,785 -516,785 0 0100180129 Nt a0 Verkoop BTW administratief -421

1001 AV Verkoop BTW Verlegd 13862 -13,862 0 3002000828 laen5a A2 Verkoop BTW 21% 87,367

1001 2v Verkoap BTW 0% binnen fiscale -418848 418,848 0 Total -223,445

eenheid

Use Case 1 -

RECONCILLIATION TURNOVER
and VAT PAYABLE

SAP dataset BTW dataset

A a e Omschrijving

0100182357  Nwt AD erkoop BTW administratief -795,682 Yes 0100180040 AD Verkoop BTW administratief

0100182375 Nvt AD Verkoop BTW administratief 87,228 Yes 0100180051 Mvt A0 Verkoop BTW administratief -8,887
0700182400 MNvt AD Verkoop BTW administratief -1627 Yes 0100180066 Mt AD Verkoop BTW administratief

0100184345  MNvt AD Verkoop BTW administratief -1 Yes 0100180099 Mvt AD Verkoop BTW administratief -588
0100184361  Nvt A0 Verkoop BTW administratief -58,964 Yes 0100180129 Mvt A0 Verkoop BTW administratief -421
0100184376 Nvt A0 Verkoop BTW administratief -119173 Yes 3002000828 1aen 5a A2 Verkoop BTW 21% 87,367
0100184399  Nvt AD ‘erkoop BTW administratief -3,032 Yes 0100182341 MNvt Al Verkoop BTW administratief 0 Yes
0100184426  Nvt A0 Verkoop BTW administratief -400,000 Yes 0100182357  Nvt AD Verkoop BTW administratief -795,682 Yes
0100185538 Nvt A0 Werkoop BTW administratief -4,000,000 Yes 0100182375 Nvt A0 Verkoop BTW administratief 87,228 Yes
0700185540 MNvt ) Verkoop BTW 0% binnen fiscale eenheid -302,500 Yes 0100182400 Mvt AD Verkoop BTW administratief -1,627 Yes
0100186308 Nwt AD Verkoop BTW administratief 1,750 Yes 0100184345 Nvt AD Verkoop BTW administratief -1 Yes
0100186867 MNvt A0 Verkoop BTW administratief 30,000 Yes 0100184361  Nvt A0 Verkoop BTW administratief -58,964 Yes
1001061947 1aen 5a A2 Verkoop BTW 21% -122958 Yes 0100184376  Nvt AD Verkoop BTW administratief -119,173 Yes

Total 116,513,193 Total 116,736,638
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The role of “Reverse Charge” in VAT

* The introduction of ‘reverse charge’ rules in VAT legislation stem from anti-
tax evasion measures

- If ‘reverse charge’ applies, charging VAT is not allowed, but instead the
supplies rendered should be identified as “subject to reverse charge” and
the invoice should contain a mandatory statement that leaves no doubt

Use Case 2 about the invoice not carrying a VAT amount

REVERSE CHARGE FOR VAT

* There are different kind of ‘reverse charge’ rules:
* Cross border supplies of goods or services

« Domestic supplies of goods by non-resident VAT entrepreneurs
* Industry specific supplies of goods or services

* Although based on EU VAT Laws the implementation and interpretation is
decided in national legislation and guidelines
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AR - Potential wrong tax treatment domestic transactions @

Customer Overview Indirect tax impact analysis
SAP data set Customers @ Net Value @ Tax amount
identified 20M -Use of wrong tax codes may result in non-compliance and
27 - 359 the under- or overpayment of VAT.
3 of Raviawad Transachons 0 15M -gax a::r:horities may fin\}zgse penalties (plus interest) and
= eny the recovery o :
(]
Z oM -In this scenario, the Ship From and Ship To are both NL but
2 no VAT has been applied on the transactions.
M - It is recommended to review if these transactions have the
incorrect VAT treatment or if e.g. the domestic reverse
4M o e o T s charge applies (only applicable in very specific cases).
) Sold-To Party
Use Case 2
! ent Billing Date Sold-To Party Departure country Destination country Material Commodi e NetValue Taxamount

9230000848 04/08/2023 508332 NL NL 27106184 73261990 11,738 )
REVERSE CHARGE FOR VAT 9230088179 28/06/2023 508332 NL NL 27106184 73261990 9,612 0
9230089318 13/07/2023 508362 NL NL 46074689 73102191 8,309 0

9230000401  13/07/2023 508362 NL NL 46074680 73102191 8,309 0

9230085577  22/05/2023 508300 NL NL 27106184 73261990 7.430 0

9230087476 19/06/2023 508300 NL NL 27106184 73261990 7.425 0

355K 9230002446 30/08/2023 508309 NL NL 27106184 73261990 3,186 0
, 9230005526 10/10/2023 508309 NL NL 27106184 73261990 3,186 0

# of Blanks Fields 9230083038 25/04/2023 508309 NL NL 27106184 73261990 3,146 0
9230088281  20/06/2023 508309 NL NL 27106184 73261990 3,146 0

9230083408 18/04/2023 508302 NL NL 27106184 73261990 3,006 0

9230079442 22/02/2023 508302 NL NL 27106184 73261990 2,807 0

9230076264  18/01/2023 508302 NL NL 27106184 73261990 2,322 0

Tax Amount 9230085502 22/05/2023 508302 NL NL 27106184 73261990 2,322 0

9230000061  25/07/2023 508309 NL NL 27106184 73261990 2,124 0

9230000354  28/07/2023 508309 NL NL 27108184 73261990 2424 0

36 9230004034 19/09/2023 508309 NL NL 27106184 73261990 2,124 0
9230075012 02/01/2023 508309 NL NL 27106184 73261990 2,007 0

4 of Data Columns 9230000624  02/08/2023 508309 NL NL 27106184 73261990 1,062 0
9230006038 18/10/2023 508309 NL NL 27106184 73261990 680 0

9230075232 05/01/2023 508309 NL NL 27106184 73261990 672 1]

Total 87,662 0
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Reverse Charge Rules are never static

* Reverse charge is a key mechanism to counter VAT fraud and will be used
more and more

* Besides the legal framework, individual countries will implement ‘own’
rules for the application of reverse charge

Use Case 2

REVERSE CHARGE FOR VAT _ . o ,
* Example: recent interpretation by Dutch Ministry of Finance:

 Construction work is only subject to reverse charge if the activity includes
‘actual’ work on tangible goods

* Supervision or any none physical labor does not qualify for reverse charge

* Al may present the only feasible option to identify ‘actual’ work and apply the
correct rule
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Use Case 2

REVERSE CHARGE FOR VAT

Tax firm

Productivity

Keeping abreast of
regulation/legislation

59%

Internal efficiency 55%

Client communication 52%

Recruitment &

retention 44%

Reverse Charge Rules are never static

* To ensure your analysis are always based on the current rules and
guidelines you must consider using an Al Tracker that will continuously look
for update, changes in legislation or new views because of case law

* Thre are several search engines that could provide a solid feed of updates
and can ‘translate’ the new rules

* Tax Professionals are (this time) not at the forefront but must follow
developments in Generative Al closely and find the technology that would
deliver ‘up-to-date’ VAT rules

* In the meantime: apply ‘try and error’ to find what works for you
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Intercompany transactions — Postings between group companies

- Multinationals typically record many intercompany transactions and have
different methods to assign costs and/or income to G/L accounts

* Routine transactions are recorded via regular “system based” invoice
processes

Use Case 3

INTERCOMPANY POSTINGS * Incidental transactions can be recorded via ‘specific’ methods:
* manual invoices

* journal entry postings only
* direct attribution to P&L accounts

* Very often the timing incidental transactions can create complex
differences between VAT recording and VAT reporting and need to be
identified as early as possible
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Use Case 3

INTERCOMPANY POSTINGS

Incidental Transactions — How to spot and correct the entry if needed?

* In every set up it is crucial to ensure ‘completeness’ of VAT relevant transactions
postings

* With the proper logic and use of algorithms ‘missing taxable transactions’ can be
identified

* Once identified the Al based logic can ‘propose’ the corrective posting to include
the transaction in the VAT relevant buckets and include in the VAT return database

* If properly trained the Al solution will be able to immediately identify the VAT
relevant transaction and initiate action to either avoid the incorrect posting or
correct in time

* The definition of VAT-relevant postings is already a major challenge and will take on
an even broader meaning in the near future
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* Understand upstream & downstream data flows

* Clean ERP transactional data for accuracy

Preparing your data

for Al analysis - Compare data lakes vs. federated models

* Certification of people, process, & tech
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* I1SO-certified processes for Al auditability

VAT Data

* Build trust in automated decisions

Governance & Risk
Reduction

* Combine Al detection with human review
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* Any attempt to manage VAT compliance via automation requires human
intervention and cannot be relied on in full

Any automation set up should be aimed at process design that allows for:
* Completeness

* Correctness
« Compliance

Closing remarks * Audit trail
* Timing

* Accessibility

* Al is an add-on in any TCF not a replacement!
- Al enhances your overall Tax Strategy!

* VAT is not a stand-alone tax!




Thank you

Rivium Quadrant 90, Capelle a/d ljssel, 2909 LC, NL
+31 10 713 8598

welcome@e-bright.com
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