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EMS BEFORE YOUR 
BUSINESS NEEDS AN SOS
The importance of a robust Expense Management System for automating 
and recording data necessary for VAT reclaims, audit  and compliance.

EMS
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EMS BEFORE YOUR 
BUSINESS NEEDS 
AN SOS

The importance of a robust Expense 
Management System for automating and 
recording data necessary for VAT reclaims, 
audit and compliance.

INEFFECTIVE T&E VAT RECOVERY 
NEGATIVELY IMPACTS BUSINESSES 

Thanks to increasing international ventures, travel has become 
an integral part of doing business in the global marketplace. 
Travel typically includes travel expenses – including the actual 
cost of travel, accommodation, food and entertainment. 
Companies can now expect to spend an average of 6-12% of 
their total annual budget on travel and entertainment costs. 
The good news is that if processed properly, VAT from most 
travel expenses can be fully recovered.

VAT can be recovered when original receipts are submitted for 
business expenses related to travel, accommodation, meals, 
taxis, car hire and fuel, business entertainment, telephone, 
professional fees, trade fairs, conferences and training courses.  
Unfortunately, the VAT recovery process is fraught with errors 
– missing invoices, improper deductions, incorrect filing and 
misinformation. Identifying VAT reclaim opportunities is complex 
and time consuming, and often VAT incurred on travel spend is 
not effectively recovered, due to the administrative overhead, 
lack of knowledge and other inherent  complexities.  In fact, the 
Organization for Economic Co-operation and Development 
Survey 2016 reports that industry estimates suggest a staggering 
$20 billion in annual spend is left unclaimed. Clearly, missed VAT 
reclaim and ineffective VAT recovery has a significant impact on 
an organization’s bottom line.

  6-12% $20 billion

 Companies can now 
expect to spend an 
average of 

of their total annual 
budget on travel and 
entertainment costs.

Organization for Economic  
Co-operation and Development 
Survey 2016 reports that industry 
estimates suggest a staggering 

in annual spend is left 
unclaimed.

http://www.oecd.org
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DIFFICULTIES IN VAT RECLAIM 

With such a large percentage of enterprise budgets spent on 
T&E, it is more important than ever for businesses to process 
and manage employee expenses efficiently. However, this is 
easier said than done. The very nature of global business travel 
translates into cross-border complexities and difficulties in 
maintaining the vast knowledge required to understand the 
rules for managing expenses and claiming VAT in different 
countries.

Some T&E systems are programmed to make assumptions 
that may in fact cause erroneous calculations of recoverable/
deductible VAT. For example, accommodation expenses 
automatically assume VAT is included, while that may not 
actually be the case. In addition, inconsistent usage of currencies 
can easily lead to processing errors. These errors often remain 
undetected until they are uncovered during an audit.
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EMPLOYEE ERROR

Oftentimes, companies’ expense processes rely on employees’ 
ability to properly record and submit relevant data during 
the claims process.  Differentiating between expenses 
that incorporate VAT and those that don’t is sometimes 
misunderstood and complicated to identify. If there are 
multiple receipts submitted in bulk, missing invoice details 
such as supplier ID, duplicate submissions or lack of a proper 
invoice altogether, the (valid) VAT claim will be rejected. There 
are also instances where employee submissions will be 
acceptable for expense claims, but not for VAT claim, such as 
using credit card slips or booking confirmation emails instead 
of proper invoices. 

VATBox’s Benchmarks show that 42% of the T&E invoices 
analyzed for VAT recovery are incorrect. A staggering 30% of 
the disqualified invoices are not invoices, but just a credit card 

slip or a booking confirmation from a supplier. 18% of invoices 
have missing mandatory details like the VAT breakdown, VAT 
ID# or the company name.

Other difficulties arise when certain expense categories have 
very specific VAT rules that may vary from location to location. 
These include Meals, Entertainment, Fuel & Mileage, and Gifts. 
For example, in the UK, VAT can be recovered only for meals 
that do not include third party attendees, and this must be 
specified by the employees in the submitted documentation. 
Add to this the uncertainties surrounding Brexit, and its impact 
on the future arrangements between UK and EU countries, and 
the VAT complexities are further heightened.  

Management of these complex and constantly changing rules 
takes much time, knowledge and resources that often are 
simply beyond the scope of many enterprises. 

42% 
of the T&E invoices 
that were analyzed 
for VAT recovery are 
incorrect.  

18% 
of invoices have missing 
mandatory details like the 
VAT breakdown, VAT ID# or 
the company name.
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FRAUD FURTHER CONFOUNDS VAT RECLAIM

Another grey area complicating VAT reclaim is the increasing 
popularity of ‘bleisure’ trips, where employees combine travel 
for both business and pleasure. A recent survey shows that 
81% of business travelers have stayed extra days at a location 
they have travelled to for business for leisure purposes. 
Tax can only be reclaimed for expenses which are incurred 
specifically in the process of business; claims for leisure 
activities would be considered fraud.

Intentions are not always malicious. According to a 2016 
Oversight Systems study, 10% of travelers have erroneously 
submitted at least one duplicate expense, with that error 
averaging more than $50. Another 20% of employees were 
found to have at least one non-compliant purchase per report. 

With the continuing globalization of business, and the 
corresponding increase in T&E to facilitate this growth, the 
risk of fraud and abuse in these areas must be monitored and 
addressed. Management must retain full visibility into all T&E 
spend for control over out-of-compliance expenses.

SERIOUS REPERCUSSIONS FOR ERRORS

Whether due to internal errors or fraud, every year, companies 
file incorrect VAT claims, reporting T&E data that is inaccurate 
or not properly backed by evidence. This puts them at serious 
risk for audits and non-compliance with domestic and 
international regulations. Valid claims may also be rejected due 
to incorrect filing, leaving significant sums of VAT unrecovered.

Tax authorities are examining enterprise records and deduction 
processes on a much more frequent basis. Those who find 
themselves in non-compliance of a myriad of complicated 
indirect tax laws are facing stiff penalties, even for first-time 
offenders.

81% 

of business travelers have 
stayed extra days at a 
location they have travelled 
to for business for leisure 
purposes. 

10% 
of travelers have erroneously 
submitted at least one 
duplicate expense, with that 
error averaging more than 

$50

http://page.kds.com/2017-EN-content-gated-survey-report2_download.html?referral=knowledgebase
https://info.oversightsystems.com/spend-analysis-report-vol-3
https://info.oversightsystems.com/spend-analysis-report-vol-3
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SOLUTION: DIGITAL EXPENSE 
MANAGEMENT SYSTEM 

According to an Aberdeen study from April 2017, the 
greatest pressures facing T&E process managers is the 
need to eliminate manual and paper-based processes. This 
is underscored by E&Y’s 2016 TaxTech Survey, which found 
that 84% of participants voted that technology is the most 
important factor in improving the effectiveness of the tax 
function.   

Tax authorities are increasingly implementing electronic 
reporting systems, including real-time transaction reporting 
systems, in the hope that increased collection and evaluation 
of data on a real time basis will help to reduce the levels of 
VAT fraud while increasing the efficiency of VAT compliance 
and reclaim processes. Electronic systems also make it easier 
to collect, transfer, store and analyze large amounts of data 
without significantly increasing the time spent by companies 
on compliance.

Expense management systems can be deployed by a business 
to process, pay, and audit employee-initiated expenses, 
including travel-related expenses. Expense management 
includes the policies and procedures that govern such 
spending, as well as the technologies and services utilized to 
process and analyze the data associated with it.

According to PayStream Advisors’ 2016 Travel & Expense 
Management Report, companies that adopt electronic expense 
reporting experience a 72% reduction in processing costs. 
With an automated system, there is an even greater benefit 

in heightened productivity of clerical staff, and the need for 
manual input of T&E spend data is minimized, although not 
completely eliminated. Reducing manual input can also 
positively impact the accuracy of expense reports, thereby 
reducing lengthy and costly corrections.  Companies that offer 
electronic expense reporting can more easily flag out-of-policy 
spend or card misuse, and will experience further benefits with 
VAT reclaim processes.

LEVEL OF AUTOMATION COST PER REPORT

Manual $26.63
Semi-automated $17.31
Fully automated $4.85

Source: PayStream Advisors’ 2016 Travel & Expense Management Report

EMS ADVANTAGES AT-A -GLANCE
• Reduce errors and lower processing costs
• Improve reimbursement times
• Enhance compliance
• Increase visibility of spend
• Improve productivity by reducing the 

administrative overhead on employees 
• Recover more revenue 

84% 

E&Y’s 2016 TaxTech 
Survey, which found that 

of participants voted 
that technology is 
the most important 
factor in improving the 
effectiveness of the 
tax function. 

http://www.aberdeen.com/research/14315/14315-rr-te-mobile/content.aspx
https://www.paystreamadvisors.com/resource/2016-travel-expense-management-report/
https://www.paystreamadvisors.com/resource/2016-travel-expense-management-report/
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HOW TO CHOOSE AN EXPENSE 
MANAGEMENT SYSTEM (EMS) 

Many of the expense management tools on the market today 
reflect the old linear, spreadsheet style approach.  They focus 
on compliance and automation, but often the user experience 
is overlooked.  Industry leader Gartner suggests that one of the 
biggest complaints they hear about expense systems is that 
they are tedious and time-consuming to use. 

Best in class EMS are user-friendly and focus on improving the 
process of expense entry and approval flows, while reducing 
processing costs and eliminating manual processes. 

Some key features to look for when choosing an EMS are:

• Automation and policy enforcement – to ensure 
transparency and compliance.

• Reduction of the administrative burden on users – via 
technological conveniences such as automated credit card 
feeds, mobile capabilities for capturing and processing 
receipts on the go, auto-creation of expense reports, auto-
population of data from policy configuration, and auto-
recognition of time, location, currency.

• Mileage calculator – tool that helps the user easily calculate 
mileage distances.

• Flexible configuration – the ability to configure your 
expense policy in the system, in order to  clarify and simplify 
it for employees, especially in grey areas such as per diems 
by country, expense types and associated VAT deductible 
details per country, and related tax information by country.

• Heightened visibility – spend reporting gives visibility into 
spend types and utilization of negotiated rates with travel 
suppliers.

• Reduction of submission errors – tool that detects 
employee invoice submissions that contain missing or 
incorrect data, such as duplicate expense lines.

• Paperless – In countries where they have removed the need 
for paper in the expense process, some times referred to 
as 'dematerialisation', your expense management system 
needs to offer certification of digital receipts to comply with 
required local processes.
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PRODUCTIVITY GAINS FROM 
IMPLEMENTING EMS

For the employee: The time that employees spend on 
managing expenses and creating expense claims is time that 
they could be focused on more productive activities – the 
job they are paid to perform, rather than administrative work.  
The best expense systems are ones that employees spend 
the least amount of time using. Automating as much of the 
process as possible in terms of data entry, pre-populated 
information, pre-configured per diems and tax information can 
make it easy for the employee to record the necessary details 
required for compliance and reduce the administrative burden.  

For approvers/managers: Managers can become bottlenecks 
in the workflow process for approving expense claims for their 
teams.  Empowering them with mobile capability means that 
approvals can be done quickly even if they’re out on the road.  
With a system that gives clear visibility on any anomalies or 
compliance issues, and the ability to reject single lines of an 
expense report without holding up the rest of the claim, it is 
easy to keep the workflow moving.

For the Tax/VAT manager: A robust EMS provides the 
comprehensive data necessary to support an efficient and 
effective VAT reclaim process, with easy audit trails necessary 
to satisfy tax authority requests. 

For Procurement: Armed with comprehensive data on where 
spend is happening and with which suppliers, procurement 
and travel departments can identify opportunities to negotiate 
improved supplier contracts and pinpoint where value is not 
being achieved.

For Finance:  Submitting the claim is just the first step.  It is the 
high administrative overhead involved in processing the claims 
that results in significant costs being incurred, especially when 
reports are submitted with incorrect or missing information. 
Reducing the possibility of errors and the need to return and 
query expense lines not only reduces processing costs, but 
also improves productivity of the finance and accounting 
teams, and can result in quicker reimbursement on expense 
claims.
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HIGHER REVENUES 
With missed VAT accounting for up to 20% of 
a company’s total spend, streamlined recovery 
processes means a direct boost to the bottom line. 

IMPROVED ACCURACY 
By identifying missing information before claim 
submission, both processing time and costs are 
reduced. 

IMPROVED WORKFLOWS 
For example, the ability to reject individual lines 
of an expense report without holding up the 
processing of the entire report.

CLEARER VISIBILITY 
Compliance is encouraged by making it easy for 
employees to see where expense lines fall outside 
company policy. 

FASTER REIMBURSEMENT 
Slow expense processes negatively impact 
employees who paid out of pocket; similarly, drawn 
out accounting and finance processes are costly 
for the business.

BETTER LOCALIZATION OF POLICY 
Deeper localization in terms of mileage rates, per 
diems, tax reporting/reclaim and even compliance 
to in-country digital receipt requirements. 

TIGHTER INTEGRATION 
Integration with ERPs, finance and accounting 
and other back office systems enables a rapid 
workflow, while integration with a travel booking 
tool helps show the context of expenses, improves 
compliance, and can even facilitate direct 
payments to suppliers. 

MOBILE CAPABILITIES  
95% of leading companies using EMS mobile apps 
found that expense report creation, entry and 
submission was easier (Aberdeen). Also, mobile 
approvals make it easier for managers to keep the 
process moving even when they’re off site.

SMOOTHER AUDITS 
Digital receipts make audit processes more 
efficient.

REDUCED COSTS 
Managing compliance can reduce total spend by 
between 6-8% of total budget (Aberdeen Best in 
class T&E Expense Management)

OVERALL BENEFITS OF EMS 

http://www.aberdeen.com/research/10255/10255-rr-travel-expense-procurement-cpo/content.aspx
http://www.aberdeen.com/research/10255/10255-rr-travel-expense-procurement-cpo/content.aspx
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SUMMARY

Ineffective T&E VAT recovery negatively impacts businesses. Whether it is due to the VAT domain’s inherent complexities, 
employee error or fraud, a significant amount of eligible VAT remains unclaimed every year. Businesses require effective and 
automated services to help them manage their expenses and reclaim the VAT rightfully due to them. 

In order to ensure your company is positioned for success, a robust EMS is key. The EMS must be user friendly and offer a 
number of important features that improve the process of expense entry and approval flows, while reducing processing costs 
and eliminating manual processes. Using a VAT recovery solution together with a travel expense system saves significant 
costs, and reduces overall compliance and regulatory risks. When combined, businesses benefit from the power of automation 
to improve their T&E processes and their overall VAT recovery.
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ABOUT VATBOX

VATBox is a global cloud-based technology company focused on simplifying the laborious VAT recovery process through 
intelligent knowledge-based automation. Founded in 2013, VATBox’s state-of-the-art patented technology puts companies 
in control, providing total transparency and insight into all VAT spent. VATBox’s simple-to-use dashboard offers drill-down 
analytics, effortlessly streaming compliant data from all VAT receipts and submitting VAT reclaims to the relevant authorities. 
VATBox is headquartered in the Netherlands and maintains a strong presence in France, Germany, the UK, USA and Israel.

This document is for information use only and is subject to change without prior notice. VATBox 
Ltd. assumes no responsibility for any errors that may appear in this document, nor for incidental or 
consequential damages resulting from the furnishing, performance or use of this material. No part of 
this document may be reproduced, transmitted, transcribed, stored in a retrievable manner or translated 
into any language or computer language, in any form or by any means, electronic, mechanical, magnetic, 
optical, chemical, manual or otherwise, without the prior written consent of an officer of VATBox.

All parts of VATBox documentation are protected by copyright law and all rights are reserved. The 
VATBox logo is a registered trademark of VATBox. Product names mentioned herein are for identification 
purposes only and may be trademarks and/or registered trademarks of their respective companies.
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