Indirect Taxes

Data Analytics for Indirect
Tax

A Personal Compliance
Readiness Timetable

 Webcast

23 May 2017

pwc



Contents | Team | Spain | Ireland | Road transport reporting obligation
The changing face of Europe | Advanced Analytics for ITX | Readiness Calculator

|
Contents e O e :

2 Spain - SII: Immediate Supply of Information on VAT

3 Ireland - Co-Operative Compliance Framework 5

PE Road transport reporting obligation 12

5 The changing face of Europe 16

6 Advanced Analytics forITX 17

7 Readiness Caleulator 21
Data Analytics for Indirect Tax 23 May 2017

PwC Webcast 2



Contents | Team | Spain | Ireland | Road transport reporting obligation
1 Team The changing face of Europe | Advanced Analytics for ITX | Readiness Calculator

Team

Sean Brodie
Partner, VAT, Ireland

Michaela Merz
Partner, Indirect Tax Switzerland

One Spencer Dock,
North Wall Quay, Dublin 1

+ 3531792 86 19
sean.brodie@ie.pwc.com

Birchstrasse 160
Zurich, CH-8050

+ 4158 792 44 29
michaela.merz@ch.pwc.com

Dora Forgacs
EU ITX Specialist

Birchstrasse 160
Zurich, CH-8050

Graham Tilbury
Head of Tax Analytics

Birchstrasse 160
Zurich, CH-8050

+ 4158 792 47 71
forgacs.dora@ch.pwc.com

+4179 708 13 44
graham.tilbury@ch.pwc.com

Data Analytics for Indirect Tax 23 May 2017
PwC Webcast 3



Contents | Team | Spain | Ireland | Road transport reporting obligation
2 Spain - SlI: Immediate Supply of Information on VAT The changing face of Europe | Advanced Analytics for ITX | Readiness Calculator

|
SII: Immediate Supply
of Information on VAT

Spain

Data Analytics for Indirect Tax 23 May 2017
PwC Webcast 4



Contents | Team | Spain | Ireland | Road transport reporting obligation

2 Spain - SlI: Immediate Supply of Information on VAT The changing face of Europe | Advanced Analytics for ITX | Readiness Calculator

|
Spain - SII: Immediate Supply of Information on VAT

“..it would be a

9

collective of WHY:
63,000 companies INFORMATION AND ASSITANCE TO THE TAXPAYER:
which amounts 15t stage: Tax information

ond stage: Help to prepare VAT return (Future: Draft VAT return)
80% of the total
VAT invoicing in IMPROVEMENT IN CONTROL:
Sp ain...” New control model with information available immediately. Risk

analysis

Deadlines/ submission frequency

Invoices issued/received mmm)p Send the record of the invoice within four calendar days
(excluding weekends and national holidays) from the date of issue of the invoice

 In any case, before the 16t*day of the month following the chargeable event
« In 2017, the submission deadline will be eight days.

»w

Pilot project: January to June 2017. It will come into force: 1 July 2017

More information: Immediate Supply of Information on VAT (SII)
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Information supply

DO NOT send the “invoices”

What will be supplied is information about the invoices:
records book of invoices issued and received, investment assets
and certain intra-Community transactions

2 Options:

Register Book

Issued/received

invoices
SII
OR WEB Form

Register Book
Issued/received

. . y —— N\

invoices =
"machine to SI1

machine"” WEB Service

“...the information is cross-
referenced if both parties,
customer and supplier, are
included within the
system...”

Completion of a "web form" for
those who make very few transactions

Immediate sending, continuously
through "web service". From the
invoicing system itself, the
information (grouped according to
process cycles) is sent with a margin
of a few days from the issuance of the
invoice.

Data Analytics for Indirect Tax
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Co-Operative Compliance Framework- Ireland
Overview

Submit with application detailed information on:

« Re-launch of Co-Operative Compliance ;

|

|

Framework (CCF) |
» Inviting clients to apply to join |
‘newly reformed’ CCF

» Response deadline - two months from
date of letter after which the client is
treated as being outside of

Group Composition
the CCF structure OfBoard Of
. . and profile Directors /
* Questionnaire to assess executive
‘qualification’ All Irish team /
residents / advisory
« Based on tax compliance and branches and  boards
Revenue audit record over the past prher grc‘l’“? Internal
. entities doing organisational
three years and existence of a tax business with L mteture of
control framework these Irish segment
] N of group by
« Can apply at later date if criteria is department
currently not met
Data Analytics for Indirect Tax 23 May 2017
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Co-Operative Compliance Framework- Ireland

“Entry Test”

Meet all tax obligations in accordance with legal requirements
Entry test - required to ‘qualify’ for CCF

Tax Strategy established
Applied comprehensively
Responsibilities assigned

Governance documented

Testing performed

Assurance provided

Data Analytics for Indirect Tax 23 May 2017
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Co-Operative Compliance Framework- Ireland
“In” vs. “Out”

IN ouT

Revenue recognition that the Corporate Group has met the compliance criteria | Not applicable.
for entrance into CCF.

A reduced level of compliance interventions for the Corporate Groups in CCF. Normal Audit and Intervention Programme.

A verification Programme to verify, compliance with the obligations and Normal Audit Programme.
commitments under the CCF.

Interventions mainly, profile interview and aspect query, if required. Audit Normal Audit and Intervention Programme.
only in exceptional cases e.g. transfer pricing.

Annual face to face meetings. Customs and transfer pricing staff at annual No formal meeting Programme.
meetings, as relevant.

Annual Risk Review Plan agreed by both parties. Not applicable.

A streamlined process for approval of Corporation Tax and VAT refund claims | Normal customer service levels.
to apply to Corporate Groups in CCF.

In the main, self review disclosure will be reviewed by way of aspect query or Normal Review Programme including the
profile interview. An audit will only arise should the findings of the initial possibility of audit.
intervention indicate that it is required.

Data Analytics for Indirect Tax 23 May 2017
PwC Webcast 10
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If Not Participating

®* Increased likelihood of Revenue Audits. But:

v’ significant resourcing constraints on Revenue will be v' The most immediate
limiting factor for them impact on our clients of
v' if participating, will be undertaking annual Self-Review being out has been the
in any case loss of a dedicated
* Level of Customer Service may be sporadic caseworker to contact
v' having a dedicated case manager important for many regarding refunds, and
clients having to deal with call
v' ensures efficient process of administration matters centre phone service
such as obtaining CG50s
v lack of access could be problematic v’ Arranged meetings
®* Timely issue of Opinions/Confirmations may be camsel od
affected v’ Large refunds
v" Revenue Operational Manual for LCD rulings states significantly slowed

that LCD will make every effort to reply before
transaction deadlines

v' “This will apply particularly in the case of a taxpayer
who participates in the CCF.”

Data Analytics for Indirect Tax 23 May 2017
PwC Webcast 11
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Road transport
reporting
obligation

Portugal

Poland

Hungary
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Road transport reporting obligation

Introduction date

Scope of goods under the reporting
obligation

Type of transport under the
monitoring obligation

Operating system for transport
registration

Validity length of the number, which |
confirms the transport registration

Parties responsible for transport
registration

Max. penalties

1 January 2003
(2013- major amendments)

PT file (SAF-T)

(The transport documents must be issued
by a certified software and be included in
the company’s SAF-T (PT) file)

several penalties may be applied for not
complying with this legislation, depending
of the infringement made

Portugal

Data Analytics for Indirect Tax
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Road transport reporting obligation

Introduction date

....................................................................................... AllgOOdSlfthevalueexceeds

HUF 5 Million (EUR 16’200) or
the weight exceeds 2500 kg

Scope of goods under
the reporting
obligation

Type of transport
under the monitoring
obligation

Operating system for
transport registration

Validity length of the
number, which
confirms the
transport registration

Parties responsible
for transport
registration

Max. penalties

1 January 2015

« First domestic taxable supply
« Intra-Community supplies and

acquisitions

« Intra-Community movement
of goods from/to Hungary

. consignee
- consignor
. recipient
« loader

« 40% of the value of the
unreported goods
« Seize the goods

Hungary

Data Analytics for Indirect Tax
PwC

Webcast

23 May 2017
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Road transport reporting obligation

Introduction date

NN NN e A N R AN N R AR RN R A AN R AN R AN RN RN AN AN N AN NN EEARS NS RNRRRRSRRRRR R RERRatRaRRnnn

Goods listed as per commodity

Scope of goods under
the reporting obligation

Type of transport under

the monitoring
obligation

S RPN

Operating system for
transport registration

Validity length of the
number, which
confirms the transport
registration

BT T T T T T T T T T T T T T T T T TP P P PP PP P PP PP TP PP RPPPPPP T

Parties responsible for
transport registration

Max. penalties

1 May 2017

codes and amount/volume
(e.g.: liquid fuels, vegetable
oils, wholly-tainted alcohol,
tobacco).

Poland

- Domestic transactions

Intra-Community supplies

and acquisitions
« Imports and exports

- consignee
* consignor
* hauler

20 ‘000 PLN (5 000 EUR)

Data Analytics for Indirect Tax
PwC

Webcast

23 May 2017
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How Advanced Analytics can Help?

A short overview of solutions you can adopt to help you cope

© Healthcheck

Dashboard

Absolute tax base and input tax codes

493.7k

Annual input tax base

Absolute tax base and output tax codes

©X domestic output tax

_412 1k

ttaxy Annual output tax base

8% domestic outaut tax
utpu

Comment

VAT Healthcheck is our entry level tool for client-led analytics.

o With this solution set we provide the framework for ITX data

analytics with a variety of visualisations and KPIs. However, the
focus is also on providing a custom experience, including training for

the client, to create and manage their own testing requirements

Data Analytics for Indirect Tax
PwC

23 May 2017
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How Advanced Analytics can Help?

A short overview of solutions you can adopt to help you cope

Healthcheck C0

@~ v Save  ABATaxwaltics )

CampunyCode

Acounting Dasermet Mr L - ¢ s Yferares e, CUIT,

Tetals BBAL  LATH2AT.E4 LeTaiaT.ee [T] 4318098

- N fereines HE with

Parisd . 5 .

Tranzaction Key

iRzt Dz e

Healthcheck ** is our advanced tool for client-led analytics, and has been
specifically developed to work with the OECD SAF-T standard and the OECD

Camsition Tyne

: recommended analytics tests. This solution empowers clients to re-calculate
Supsiyisg Comniry v VAT Relevant Transsctisns . .
e R . rates, perform a cross-check of VAT return entries to ERP or SAF-T derived
e G0 fapme | W e “ " totals, and run other bespoke analytics for ad-hoc & periodic monitoring.

VAT B/ B {Sempie)

For further peace of mind, Healthcheck ** can be integrated with our
traditional Swiss VAT reconciliation service to show a full proof of VAT.

23 May 2017

Data Analytics for Indirect Tax
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How Advanced Analytics can Help?

A short overview of solutions you can adopt to help you cope

[d . . .
. VAT Insight is our solution for testing and
reporting specific ITX irregularities. Working from
.
data exports from your current ERP solutions (or other
data sources) it provides you with analytics
. 006 Q0 Risky GL accounts o st e [ e . e
pwe e, 2= W =%, Risky GL accounts comparable to those run by taxing authorities; however
—————————
Top 10 risky GL accounts [selection of risky GL accounts . . . . .
e it goes further by providing you with potential
a1 smaz o decaipon Gunwrl i VATCOBE VAT dusrpton
2 BTRIG% IHCLUISER = = 0 = Gwwn BT
— T, - IS s tuniti
i imaRssE  opportunites.
—_ 4+ e 22 St
— - . B "
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How Advanced Analytics can Help?

A short overview of solutions you can adopt to help you cope

£Ad:

Since 2016 we have been developing an ITX specific ML program,

and this year are launching the product as “Ada”. It works by applying
advanced data analytic techniques to customer ERP data (X-SAF-T) and is
providing exceptional accuracy in tax coding, whilst also highlighting
anomalies to the learnt rules for further investigation.

Client Data
(SAFT-T)

Currently “Ada” is used
within PwC as a service to

create informed reports

Data Preparation
& Quality Check

i

_________________________ on ITX compliance (and
ERP system reviews). In
the second half of 2017 we

will also begin providing

Al “Ada” to clients as a
F e aaes .o .
transactions [W and ] monitoring solution. Once

] an initial client machine
has been built and trained
ezl vl Engine in PwC, it can then be

S installed into the customer

Conflicting Expert Anomalies type A and B/ errors part.
Transactions Feedback

All compliant _ Expert environment to
transactions Feedback S continually check for

anomalous VAT coding.

Data Analytics for Indirect Tax
PwC

23 May 2017
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Readiness calculator

Operations Yes/No Annual volumes / ready
Are you involved in the supply of goods? Yes
Are you involved in the supply of services? Yes Do you operate in?... Yes/No Annual volumes / ready
Do you operate Globally? No N/A Austria No N/A
Do you operate across Europe? Yes up to 10'000'000 Luxemborg Yes up to 1'000'000
Do you operate in North America? No N/A France No N/A
Do you operate in Latin America? No N/A Portugal No N/A
Do you operate in China? No N/A Lithuania No N/A
Do you operate in the Middle East? No N/A Poland Yes up to 1'000'000
Do you operate in the UK? No N/A Norway No N/A
Do you operate in the Rest of the World? No N/A Hungary Yes up to 10'000'000
Spain No N/A
Your Corporate Readiness is: 26%
Internal Resources (Globally/HQ)
‘ ‘ | Your Most Immediate Issue is: Europe
Do you have an in-house Finance Department? |
Do you have an in-house Tax Department? ]
Do you have an in-house ITX Department? | . o e
Your Personalised Activity Plan
Do you have Finance IT staff? |
Do you have Tax IT staff? ! Medium Risk High Risk
Do you have Tax Technology staff? |
Do you have ITX Technology staff? ]
Do you have Tax Data Analytics staff? | Budget Approval by | | | 22. Jun 17 |
Do you have ITX Data Analytics staff? B
Activity Begins by | | | 22.Jul 17 | [
Initial Deployments start | || 21. Okt 17 |
Deployments completion | || 30. Aug 23 |
External assistance required | 93% || 7% |
Data Analytics for Indirect Tax 23 May 2017
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