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What is Electronic
Invoicing (e-Invoicing)

Overview of e-Invoicing

Electronic invoicing, or e-Invoicing, represents a significant

shift in how businesses handle billing and payment processes.
Traditionally, invoices were exchanged in paper form or as PDFs
attached to emails. While PDFs provide a digital record, they still
require manual data entry or optical character recognition (OCR)

to be processed by accounting software. E-Invoicing, however,
takes this a step further. It enables the exchange of invoices in a
structured data format between a supplier and a buyer, allowing for
automatic, electronic processing without any manual intervention.

Unlike a PDF, an e-Invoice is structured in a format that accounting
software packages can read, interpret, and process instantly.

This structure might include standardized XML formats, enabling
automation throughout the entire invoice lifecycle - from issuance
and transmission to validation and integration within financial
systems. This automation reduces the need for human intervention,
minimizes errors, and speeds up the invoicing process significantly.
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Global adoption trends

The adoption of e-Invoicing is not limited to a few countries; it is
rapidly becoming a global standard. This shift is driven largely
by government regulations aimed at improving tax compliance,
reducing fraud, and streamlining tax collection. In the European
Union, Directive 2014/55 mandates uniform rules for e-Invoicing
in public procurement, pushing EU member states toward
standardization in electronic invoice formats. Countries like Italy,
Romania, and Serbia have already made significant progress,
adopting e-Invoicing as a national standard, particularly for
transactions involving public institutions.

Beyond Europe, e-Invoicing is gaining traction worldwide. Mexico,

Brazil, and Chile in Latin America were early adopters, driven

by high rates of tax evasion and the need for better compliance
measures. These countries how have robust e-Invoicing systems
that require businesses to report invoices in real-time to the tax
authorities. India has recently joined the trend, implementing
mandatory e-Invoicing for certain sectors and expanding this
requirement progressively. Saudi Arabia and Vietnam are also
developing e-Invoicing regulations as part of broader digital
transformation initiatives.

Key Takeaway In the coming years, more countries are
expected to adopt e-Invoicing standards,
making it a global norm for business
transactions and requlatory compliance.
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The benefits that countries experience
with e-Invoicing are substantial. For
example:
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Improved tax compliance

Real-time data capture enables tax
authorities to track transactions accurately,
reducing the chances of tax evasion.
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Reduced fraud

E-Invoicing ensures that all invoices are
legitimate and traceable, making it harder
to issue fraudulent invoices or manipulate
records.

Operational efficiency

Both businesses and tax authorities benefit
from streamlined processes, saving

time and reducing costs associated with
traditional invoicing.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32014L0055

provides governmen
track cash flow wi

ation and real-time reporting marks a fundamental
financialmanagement, enhancing efficiency and
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The impact and challenges of
implementing e-Invoicing for
businesses

As e-Invoicing becomes a regulatory Continuous Transaction Controls (CTCs)

requirement across the globe, its
implementation presents both
transformative impacts and complex
challenges for businesses.

To facilitate immediate data capture, enhance tax audits, and
reduce fraud, governments around the world are implementing
Continuous Transaction Controls. These controls require
businesses to submit invoicing data in real-time or near-real-time,
allowing authorities to track transactions as they happen. While
the primary purpose of e-Invoicing is to aid governments in tax
collection (particularly for VAT), its implementation has far-reaching
consequences for the financial technology stack of every company
within regulated jurisdictions.

While e-Invoicing enhances transparency,
compliance, and operational efficiency, it
also disrupts traditional workflows, requires
substantial technological upgrades, and
demands constant adaptation to evolving
regulations.
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Complex Regulatory Landscape

Although there are global guidelines for e-Invoicing formats, like
UBL 2.1 and ClI, each country still enforces unique regulations.
In the European Union, there is a standard e-Invoice model, but
individual countries add custom layers, known as CIUS, which
require specific formats, data fields, and validation processes.
Germany and France, for example, maintain compatibility with
older standards like ZUGFeRD and Factur-X. Additionally, certain
industries, such as energy and retail, impose their own specific
practices.

On top of these national and industry-specific requirements,

large organizations often enforce their own invoicing rules within
their supplier networks, adding yet another layer of complexity.
Navigating this “jungle” of regulations is challenging, requiring
companies to stay updated on new versions of each rule, statutory
reporting standards, and deadlines.

To remain compliant, businesses must constantly monitor
regulatory updates and integrate changes into their invoicing
systems within statutory deadlines, ensuring that e-Invoicing
processes support accurate and timely reporting.
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Significant Technical Complexity

The technical requirements for e-Invoicing extend beyond formats
and compliance rules. Countries use a variety of transmission
methods, which frequently change and add complexity to the
implementation. While some governments allow simple email
submission, others mandate certified third parties, public CTC
platforms, or networks like PEPPOL. Furthermore, governments
often require different submission channels for B2G (business-
to-government) and B2B (business-to-business) transactions,
complicating the technology stack further.

Key Takeaway Implementing and maintaining these
channels requires not only technical
investment but also setting up comprehensive
audit trails to ensure compliance with
submission deadlines. This complexity makes
developing and maintaining an e-Invoicing
system a resource-intensive task for any
organization.
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For example:
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Transmission channels

Some countries require API services with
secure OAuth2-based authentication and
qualified electronic signatures, while others
allow simpler methods.
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Multiple channels

Countries that mandate separate channels
for B2G and B2B invoicing increase the
burden on businesses to manage distinct
systems and processes for each type of
transaction.




Massive Internal Disruption to Operations However, e-Invoices in their raw form lack
this context, leading to several challenges:
While e-Invoicing eliminates the need for OCR by transmitting
structured data, it disrupts traditional invoice processing workflows
and places a heavy burden on internal operations. Typically,
invoices pass through multiple departments, accumulating
commercial context needed for efficient processing and payment.

X. Record-to-Report complexity:
Recording e-Invoice data requires
Finance teams to enrich each invoice
line with additional information, such as
ledger accounts, special tax treatments,
cost centers, and project numbers. This
task, previously simplified by existing
workflows, becomes labor-intensive as
raw e-lnvoices are directly recorded.

Key Takeaway For companies with established processes,
these disruptions are challenging to
accommodate. E-Invoicing requires rethinking
established workflows, adjusting technology,
and adding layers of verification to ensure the
same level of operational control.

X. Commercial verification challenges:
Since e-Invoices often bypass traditional
validation channels, Finance teams
must ensure that invoices come from
valid suppliers, with accurate pricing,
quantities, and references to POs or
contracts. However, because e-Invoice
formats serve as general guidelines,
critical details can be incomplete
or inaccurate, adding to verification
complexity.

X Strain on Accounts Payable: Without a
structured approval workflow, AP teams
are left to reverse-engineer the approval
process. They must determine who
needs to approve each invoice, align
it with budgets, and verify the criteria
- tasks made difficult by the limited
context of raw e-Invoices.
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Embracing innovation: How Al is
shaping e-Invoicing

As e-Invoicing becomes more widespread and complex, businesses are
finding that traditional systems alone cannot address the multitude of
challenges involved, from real-time compliance requirements to
handling vast amounts of structured data. To navigate these
complexities, companies need a stable, secure e-Invoice processing
solution, like Profluo, that can streamline compliance, enhance
accuracy, and simplify workflows.

Al is transforming e-Invoicing by automating repetitive tasks, handling
data variability, and improving accuracy and compliance at every stage
of the invoicing process. From the Record-to-Report workflow to
Commercial Verification and Accounts Payable, Al-driven solutions
enable businesses to keep pace with regulatory demands, reduce
errors, and streamline processes. Let's explore how Al addresses some
of the key challenges.
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Al in Record-to-Report: enhancing data

accuracy and automation

The Record-to-Report process is fundamental to financial
reporting, involving data capture, classification, and recording for
accurate financial statements. With e-Invoicing, the velocity and
complexity of data have increased, making it challenging for

manual or rule-based systems to keep up.

Key Takeaway With Al, the Record-to-Report process
becomes faster and more accurate, providing
a reliable foundation for financial reporting
that aligns with reqgulatory demands.
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Al-powered tools excel in handling these
data complexities by:

Automated coding

Al algorithms can dynamically classify and
code invoice data to align with accounting
requirements, automatically selecting the

appropriate ledger accounts, cost centers,
tax treatments, and more.

Data enrichment

Al can enrich invoice data by filling in
missing details based on historical patterns,
tax rules, and organizational requirements,
reducing the need for manual input.

Error reduction

By applying machine learning to detect
inconsistencies, Al helps reduce errors
commonly associated with data entry and
classification, ensuring more accurate
records.
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Al in Commercial Verification: ensuring
compliance and validating data integrity

A major challenge in e-Invoicing is ensuring that all commercial
data on an invoice aligns with business rules, contracts, and
purchase orders. Often, invoices arrive with missing, vague, or
incorrect data, which can create bottlenecks in the review process
and lead to compliance risks.

Key Takeaway

Profluo

Through Al-driven validation and rectification,
businesses can streamline their Commercial
Verification process, reduce manual reviews,
and ensure that invoices adhere to agreed-
upon terms.
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Al assists in Commercial Verification by:

G

Data extraction and validation

Al can automatically extract key commercial

data (such as supplier contract numbers,
order numbers, delivery addresses) and
cross-reference it with internal databases,
contracts, and purchase orders.

D

Intelligent error detection

Machine learning models can identify
discrepancies, such as mismatched prices
or quantities, and flag these issues for
further review.
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Automated data rectification

Al doesn't just detect errors; it can also
suggest corrections or even automatically
adjust data based on preset rules,
minimizing delays and ensuring invoices
align with business standards.
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Al iIn Accounts Payable: Streamlining
Approvals and Detecting Fraud

The Accounts Payable process is often one of the most complex
areas in e-Invoicing. AP teams are responsible for invoice approval,
budget alignment, and final payment authorization. Without Al,
these tasks can become time-consuming, especially with the data
ambiguity and volume associated with e-Invoicing.

Key Takeaway

Profluo

By streamlining approvals, enhancing fraud
detection, and automating complex decision-
making, Al transforms Accounts Payable into
an efficient, reliable, and secure process.
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Embracing innovation: How Al is shaping e-Invoicing
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Autonomous routing

Al algorithms can determine the
appropriate routing for each invoice based
on criteria like department, budget codes,
and past transaction patterns. This helps
expedite approvals by ensuring invoices
reach the right people without manual
intervention.
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Anomaly detection for fraud prevention
Al can detect patterns that may indicate
potential fraud, such as duplicate invoices,
unusual supplier activity, or amounts that
deviate significantly from the norm. By
analyzing historical data and transaction
trends, Al can proactively flag suspicious
transactions for review.

Adaptive decision-making

Al agents can “learn” from previous
transactions, improving their routing and
decision-making over time. This adaptability
allows Al to handle complex scenarios
without needing hardcoded rules, reducing
the need for human oversight.
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Key considerations for
choosing an e-lnvoice
processing solution

When evaluating e-Invoice processing solutions, companies must consider several key
factors to ensure that the solution will meet their current and future needs.

Compliance Coverage Scalability

Question to Ask: “Does the solution cover Question to Ask: “Can this solution scale as

all jurisdictions where we operate?” we grow, especially if we expand into new
markets?”

Explanation: A robust e-Invoice

processing solution should meet Explanation: The ideal e-Invoice processing

compliance requirements across all solution should accommodate increased

regions where the company operates, transaction volumes and geographic

covering jurisdiction-specific formats, tax expansion without extensive

requirements, and reporting mandates. reconfiguration or additional costs.
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Ease of Integration

Question to Ask: "How well does this
solution integrate with our existing ERP and
financial systems?"

Explanation: Seamless integration with
current ERP or accounting systems reduces
operational friction and enhances data

flow, minimizing the need for manual
intervention.

Automation Level and
Intelligence

Question to Ask: “Does this solution
leverage Al to automate routine tasks and
improve accuracy?”

Explanation: Advanced automation,
especially with Al, can optimize processes
such as data extraction, validation, error
detection, and compliance, reducing human
intervention and error rates.

Profluo

Adaptability to Changing
Regulations

Question to Ask: “"How does the solution
handle updates to regulatory requirements
and non-standard invoice formats?”

Explanation: The solution should be
flexible and adaptable, capable of quickly
incorporating regulatory changes to avoid
compliance gaps or delays in processing.

Key considerations for choosing an e-Invoice processing solution







Criteria

Direct ERP Integration

Legacy EDI Provider

Al-Enabled Solution

Effort

Duration

Automation level

Automation quality

Flexibility

Maintenance

Compliance coverage

- Development of e-Invoice formats as
required by each jurisdiction and mapping
to the internal ERP invoice model

- Development of business rules

- Development of required connector to the
accepted transmission method

- Testing

- Deployment to production

- Custom maintenance with evolving
changes

3-6 months per jurisdiction

Moderate; typical for internal deployments
(e-Invoices are not fully accounted for, often
ending up in ERP staging areas as parked
documents, requiring manual processing)

Moderate; if all rules and formats are
respected by suppliers

Very Low; inon-mandatory fields othe
e-Invoicing standard are not properly filled
in

Low; rigid and requires heavy customization
per jurisdiction

High; frequent updates for regulatory
changes, manual updates to coding and

mapping

Limited; covers specific jurisdictions if
configured, hard to scale globally

- Manual mapping of internal ERP invoice model
to the e-Invoice format

- Manual mapping and testing of business rules

- Configuration of connector to the accepted
transmission method

- Testing

- Deployment to production

- Generic maintenance with evolving changes

1-3 months per jurisdiction

Moderate; typical for EDI deployments
(e-Invoices are not fully accounted for, often
ending up in ERP staging areas as parked
documents, requiring manual processing)

Moderate; if all rules and formats are
respected by suppliers

Low; if non-mandatory fields of the e-Invoicing
standard are not properly filled in

Medium; good for standard formats, limited for
non-standard cases

Moderate; periodic updates needed,
configuration maintenance required

Moderate; good for certain regions, limited in
global adaptability

- Dynamic mapping of format and rules based on
machine learning

- Configuration of connector to the accepted
transmission method

- Testing

- Deployment to production

- Generic maintenance with evolving changes

2 weeks per jurisdiction

Very high; as machine learning adapts quickly
to target formats and rules and can learn and
correct fields that aren't properly filled in

Very high; Al enriches e-Invoices with internal
accounting information, allowing automatic
posting to ERP without the need to manually
process out of parked status

High; adapts to new formats and regulatory
changes dynamically

Low; Al automatically adapts, reducing the need
for manual updates

High; covers multiple regions and adapts to new
regulatory requirements quickly

Scalability Limited; requires reconfiguration and high |Medium; scalable for existing jurisdictions but High; easily scales with business growth and
costs to expand costly to expand geographical expansion

Adaptability Low; rule-based, not suited for frequent Low to Moderate; some adaptability, but lacks High; uses machine learning to adapt to
changes dynamic capabilities changing regulations and formats

Costs The highest; depends on seniority High; includes license fees, customization Lowest; usage-based subscription that includes
and location of development team, efforts, mappings between formats, configuration |continuous maintenance, improvements, and
complexity of required modeling, quality effort for legacy connectors, and monthly onboarding training
of documentation, and availability of test maintenance fees
environments
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Adaptability to New Rules and Formats

Profluo's Al-driven solution provides unmatched flexibility.
Profluo continuously learns and adapts to new rules, tax codes,
and format changes, eliminating the need for costly and time-
consuming manual updates. As new regulations emerge, Profluo
automatically adjusts its processing rules to ensure every invoice
remains compliant, no matter the jurisdiction or industry. This
adaptability is essential for businesses operating in multiple
regions or those facing frequent regulatory changes.

Profluo advantage: With Profluo, companies can remain
compliant without overhauling their processes each time a new
rule is introduced. The system updates itself, keeping pace with
regulatory changes seamlessly.

Profluo The Future of e-Invoicing is Intelligent with Profluo

Automated Compliance

Profluo's Al capabilities extend beyond basic automation; it
actively monitors and enforces compliance. Profluo can detect
discrepancies and validate invoices against specific regional

and industry standards, significantly reducing the risk of non-
compliance. Real-time data processing ensures that every invoice
aligns with the latest regulations, helping companies avoid
penalties and audit issues.

Profluo advantage: Profluo's automated compliance features
relieve finance teams from manual compliance checks, providing
peace of mind that invoices meet all regulatory requirements.

By staying current with real-time updates, Profluo ensures that
businesses are always aligned with new standards, from VAT
compliance to industry-specific validations.
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Invoice Enrichment for Seamless ERP
Integration

One of Profluo’s standout capabilities is its ability to enrich invoices
with essential accounting data. Unlike traditional systems that
require manual input or rigid mapping, Profluo's Al intelligently
populates invoices with necessary details such as ledger codes, tax
treatments, and cost centers. This enrichment enables invoices to
be processed and posted directly to ERP systems without human
intervention, reducing processing time and minimizing errors.

Profluo advantage: By automating the data enrichment process,
Profluo ensures that invoices are fully ready for ERP integration,
bypassing manual staging and parked statuses. This seamless
integration boosts efficiency and accuracy, allowing companies to
streamline their entire invoicing workflow from start to finish.
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Reduced Maintenance Effort

Traditional e-Invoicing solutions, whether ERP integrations or
legacy EDI systems, often require constant maintenance to stay
compliant and functional. Profluo eliminates this burden with a
machine learning approach, where the Al continuously adapts to
new data, formats, and compliance requirements. With Profluo,
companies can focus on their core business instead of worrying
about frequent updates or maintenance.

Profluo advantage: Profluo’'s minimal maintenance requirements
reduce IT and operational costs, making it a cost-effective solution.
The system takes care of itself, adjusting to new regulatory and
data changes, which means companies can avoid the recurring
expenses and downtime associated with traditional system
maintenance.
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In an era where compliance demands,
operational efficiency, and adaptability
are paramount, Profluo’'s Al-powered
solution represents the future of
Intelligent e-Invoice Processing. We
are here to help.

Book a demo to see Profluo in action


https://profluo.com/en/demo-request/?utm_source=ebook&utm_medium=button&utm_campaign=e-Invoicing



