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1. elnvoice formats

elnvoices must be issued in a structured electronic format that allows for automated processing.
They must be issued in accordance with the European standard for invoicing as defined in
Directive 2014/55/EU or in a format that complies with EN 16931 and is interoperable with it.
The additional transmission of a human-readable document is possible, but not required. In the
event of discrepancies between the two sets of data, the structured data will always take
precedence.

Formats known in Germany such as ZUGFeRD from version 2.0.1 (combination of PDF document
and XML file) or XRechnung are explicitly recognised. However, the use of electronic invoicing
formats is not limited to national formats, provided they correspond to the above-mentioned
formats, e.g. Factur-X (France) or Peppol-BIS-Billing. Additional information such as time sheets
can be attached to the elnvoice (e.g. in pdf format).

Contracts can also be considered as invoices. In the case of continuing obligations (e.g. rental
agreement, leasing agreement), it will be sufficient in future to issue a single elnvoice for the
first partial performance period as long as the mandatory invoice details do not change (e.g. the
rent). The rental agreement can be attached to the elnvoice.

For all standing invoices issued before 1 January 2027, there is no obligation to issue an
additional elnvoice, unless the mandatory invoice details change.
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2. Obligation to receive

From 1 January 2025, every entrepreneur must be able to receive and process elnvoices in a
technically correct manner. An elnvoice must not be readable to the human eye; this requires a
visualisation programme (see below).

Possible transmission channels include electronic interfaces, a shared storage location within
the group or an internet portal (central platform). The creation and transmission of elnvoices
can be outsourced to an external service provider. Sending an elnvoice by e-mail is also
sufficient. It is recommended to have a separate mailbox to receive incoming invoices.

3. Recommendations for entrepreneurs

The following steps should be taken to ensure a successful and timely transition to elnvoicing:

e Accounting and IT systems must meet the necessary requirements to create and process
XML-based invoices (e.g. XRechnung, ZUGFeRD); this applies to both outgoing and
incoming invoices. Many providers offer modules for creating and processing elnvoices.

e Avisualisation programme must be implemented so that the elnvoices can be displayed
and checked by humans.

e elnvoices must be stored in digital form and archived in a revision-proof manner.

For these points, it is advisable to contact the software provider.

4. Advantages of elnvoicing

The introduction of elnvoicing allows incoming invoices to be processed and checked more
quickly and efficiently. Automated processing eliminates data entry errors.
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1. Summary

According to the EU Commission, a standardised electronic reporting system and mandatory
electronic invoicing for certain intra-Community transactions are to be introduced by 2028, which
will eliminate the need for EC sales lists, amongst other things.

Although it is still unclear in detail what the electronic reporting system will look like, the German
legislator is obliging German based entrepreneurs/taxable persons to issue an e-invoice for
services subject to VAT to other entrepreneurs/taxable persons from 1 January 2025 - albeit with
transitional periods until the end of 2026 or 2027.

Bringing together the necessary IT and VAT expertise in order to ensure implementation in line with
legal requirements will be the particular challenge.
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2. Background to the introduction of elnvoicing (B2B)

Based on the so-called Growth Opportunities Act the introduction of mandatory electronic
invoicing for domestic B2B sales will gradually be introduced, starting from 1 January 2025.

The previous precedence of paper invoices over elnvoices, according to which the invoice
recipient's consent to receive invoices electronically was required by law, will no longer apply from
1 January 2025.

3. Definition and data formats of the elnvoices
In the case of an invoice, a distinction must be made between

e electronic invoice, i.e. an invoice in a structured electronic format that enables electronic
processing (e.g. the X-invoice and the ZUGFeRD invoice), or a

e otherinvoice, i.e. an invoice in another electronic format (e.g. PDF) or on paper.

An electronic invoice therefore contains the data of an invoice that was previously created and sent
as a paper invoice or PDF, but as a structured electronic data record in a so-called XML file. These
XML files can be automatically read and processed by the invoice recipient - provided they fulfil
the technical requirements - so that manual data entry is no longer necessary.

Nevertheless, this usually also means that the original data set cannot be read for visual inspection
with the human eye. By using visualisation programs, however, the XML data can be displayed in a
way that is readable for humans.

4. Requirements for issuing and receiving elnvoices

The principle remains in the B2C area (for invoices between entrepreneurs/taxable persons and
private end consumers) that there is no obligation to issue invoices and therefore no obligation to
issue an elnvoice in future. In the B2B area (for invoices or credit notes to other entrepreneurs),
an invoice must be issued within six months of the service being provided, as before.

Using elnvoices only applies to domestic transactions between entrepreneurs/taxable persons
based in Germany (double domestic nexus).

Please note: Foreign entrepreneurs/taxable persons that own real estate in Germany and rent it
out for tax purposes are deemed to be resident in Germany.

An exception to the elnvoicing obligation applies to so-called low-value invoices. However, if the
small amount threshold of € 250 gross is exceeded, the business recipient must request an elnvoice
for the purposes of input tax deduction. This also applies to retail, hotel accommodation and
restaurants.

From 1 January 2025, domestic entrepreneurs are obliged to be able to receive an elnvoice.
According to the current opinion of the tax authorities, it is sufficient if the invoice recipient
provides an email inbox. However, the parties involved can agree on other electronic transmission
channels. Which - permissible - format is used is then a question of civil law that can only be
decided between the contracting parties.
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elnvoicing is expected to become standard in many European countries in future and will largely
be operated via designated, centralised platforms as transactional cross-border reporting systems.
However, it is currently still unclear which providers will operate such a reporting system/platform.

5. Date of introduction and transition periods

The following is an overview of the transitional regulations.

*Paper invoices no longer take precedence.

e Every entrepreneuer/taxable person can send elnvoices. Paper invoices may be sent for the first two years.
*Other electronic invoice formats (PDF etc.) may only be sent with the consent of the recipient.

¢ Every taxable person must be able to receive elnvoices.

eEntrepreneuers/taxable persons > € 800 thousand turnover in the previous year must send B2B elnvoices.

e Entrepreneuers/taxable persons with < € 800k previous year's turnover may still send other invoices (paper,
PDF, etc.).

*EDI procedures may still be used.

¢ All taxable persons must send B2B elnvoices.
*EDI* systems must be adapted to the legal requirements.

*EDI (Electronic Data Interchange) is a standardised format for the exchange of electronic documents. The data is interpreted in

exactly the same way on the sender and recipient side and can be processed immediately after transmission and receipt.
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