]
HAAGA-HELIA

University of Applied Sciences

Invoice process in Russia. Case company: Ruukki Rus LLC

Marina Pekshieva

Bachelor’s Thesis
Degree Programme in International

Business

2013



Abstract

iy
BTN L AAGA-HELIA

University of Applied Sciences Date of presentation

Degree programme in International Business

Author or authors Group or year of
Marina Pekshieva entry
GLOBBA
Title of report Number of
Invoice process in Russia. Case company: Ruukki Rus LLC. pages and
appendices
54 + 20

Teacher/s or supervisor/s
Heli Kortesalmi, Elizabeth San Miguel, Teppo Varttala, Mika Mustikainen, Tanja
Vesala-Varttala.

The goal of this thesis is to describe the invoice processes in Russia based on
experience of one specific company, Ruukki Rus LLC. The precise research problem
focuses on determining the steps of the current process of sending and receiving
invoices in Russia. The commissioning company is Tieto, one of the biggest e-
invoicing service providers in Finland, which expects to receive valuable research
concerning invoice processes in Russia in order to implement e-invoicing in the future.

The thesis process started in January 2013 and ended in December 2013. To approach
the problem, the theoretical background is first presented and followed by the results.
The theory includes information about paper and electronic invoices, different
invoicing types and processes in general and in Russia in particular.

The qualitative method was used to collect data through observations and interviews.
The data was collected in between June and August 2013. At the same time, a work
placement was completed in the case company. In total, 15 interviews were conducted
inside and outside the case company.

The findings mainly include the types, content and processes of paper invoices at
Ruukki Rus LLC, as e-invoicing is still not being implemented there. In addition, the
difficulties of implementing e-invoicing by Ruukki Rus LL.C and in Russia in general
were analysed in this research. The results clearly show the importance of implement-
ing e-invoicing in Russia, as it will allow automating the processes. But before that, it is
important to understand all the local documentation and process features, which are
almost unique there.

Keywords
invoice, paper invoice, e-invoice, process, Russia




Table of contents

1

2

5

INErOAUCHON ..o 1
1.1 Research question and investigative qUESHIONS......ccvvruieriereiiriiiiiiiiiiiicccicenennes 2
1.2 Demarcation.. .o 2
1.3 Commissioning company intrOdUCHON .....c.c.eueveiriririiceeieeererereteeeeceeeeerenenens 3
1.4 Case company INtrOAUCHION ....c.cueuiririreeieiereieiiiirieieiereieseeeseseese et sesesene 3
1.5 The OVErlay MAtrIX c.coeeirieieirieicirieieiieieeeeerte ettt es 4
1.6 KK CONCEPLS..oviiiriiiiiiiiniicicc s 5
Theoretical fraAMEWOLK ....cciviiiiiiiiiiiic s ¢
2.1 Invoice (definition and tyPEs) ..cccvveeueueuiiiiriniiiiicicciiiieeeee s ¢
2.2 Information containing il IVOICES .....cuiuiuiuiuireuiiiriiiiriisiicccieieieeseeseses s 7
2.3 Invoice as a part Of busIiNESS PrOCESSES ....cvuvuriiuiuiuiiiiririiiiiieieeeeiie s 9
2.4 Invoice as a part Of ACCOUNLNZ PLOCESS .....uurririiiiriririiiiecicieieieieieseeeesesssssceeaes 10
2.5 Paper INVOICE PLOCESS ..uviiuiuiiiiiriiiiiiiisieisiiesii et 13
2.6 E-INVOICING w.cviiiiiiiiiiiiiciiic s 14
2.7 Invoices I RUSSIA ...ttt 17

2.7.1  Paper INVOICES ..ccviiuiiiiiiiiiiiiicii s 17

2.7.2 BrANVOICES cuvuiuititititeieieteieieiiccscsciste st 20
Research design and methods ... 22
RESULLS .ottt 24
4.1 Types and content of paper invoices at Ruukki Rus LLC........ccccccevuvivininiinncans 24
4.2 Purchase invoice processes at Ruukki Rus LLC ..o, 27

4.2.1 ImpPort Of GOOMS ..o 27

4.2.2 Purchases of MaterialS........coevueieiivinininiiiiieicicieeeecee e 33
4.3 Sales invoices processes at Ruukki Rus LLC.......ccccviviiiiiiiiinniiiicne, 37

4.3.1 Sales of goods with dOwn payment.......ccccceuevvivirininiiciceeeieirnicees 37

4.3.2 Rent services on prepayment basis .....cceeeeeinininirrereieeininnneeeeeenens 41
4.4 Possibilities of e-invoicing in RUSSIA.....ccciicieiiieiiiiiiicciccceeees 43
DISCUSSION ..t 46
5.1 Key fININGS c.uiuiiiiiiiiiiiiiriiiiceieeeeseee e 46

5.2 TheEOry aSSESSMIENL ...evveuiuiieieirieieitrtereerteieeeteteeere et ese et s e s e se e se s e s eenene 47



5.3 RESCAICI ASSESSITICIIT wuveeeeeneeeeeeeeeeeeeeeteeeeeseeeeeeseaeeseaseaeesaaseeeesaseaeesaasseeseaseeeesasneees 48

5.4 Future deVelOPMENLS .....ccviviviiiiieiiiiiiiiiicci e 48
5.5 Self-aSSESSMENL c.euiviiiieieiiieteirtetetrt ettt ettt 48
RELEICIICES .t 50
ATEACIMICIIES c.oece ettt 55
Attachment 1 Gantt Chaft. ..o 55
Attachment 2. The form of invoice-facture (In Russian)........cccceveernieerinecnnccnnnnes 56
Attachment 3. The form of invoice-facture (translated into English) .........cccccccueeee. 57
Attachment 4. Cargo Customs Declaration (SAD) ..o, 58
Attachment 5. IMPOrt INVOICE ...cviiuiiiiiiiiiiiiiiiiiciciic s 59
Attachment 6. Invoice-facture. Purchasing of Services.......ocvvvvuviiieiirinininiiniicncenann. 60
Attachment 7. Act. Purchasing of SErvICes.......ccovvviiiieiiininininicicccciiiceeiae, 601
Attachment 8. Bill for payment. Purchasing of services.........ccoeovvvivnininicinicncnnnn. 62
Attachment 9. Act. Purchasing of SErviCes.......ccovvviiieiiiiininininiicccciiiceee, 63
Attachment 10. Bill for payment. Purchasing of services........cccoevvvvininiciiicncnnan 04
Attachment 11. Invoice-facture, consignment note. Purchasing of materials........... 65
Attachment 12. Invoice-facture for advanced payment. Selling of goods ................. 066
Attachment 13. Bill for advanced payment. Selling of goods .........ccceeuvviiiiicncnnne. 67
Attachment 14. Invoice-facture, consignment note, waybill. Selling of goods.......... 68
Attachment 15. Bill for payment, invoice-facture and act. Sales of services ............. 69
Attachment 16. Purchase invoice (import of goods) (process map).......coeeevevevevcennee. 70
Attachment 17. Purchase invoice-facture for materials (process map) ........cceueeeeee. 71
Attachment 18. Sales invoice-facture with downpayment (process map).................. 72
Attachment 19. Sales invoice-facture on prepayment basis (process map)................ 73

Attachment 20. SChedUule Of INtEIVIEWS cuveeeeeeeeeeeeeeeee et eeee e e e eeeeeeeeeeeeeeeeeeeens 74



1 Introduction

Today e-invoicing is highly promoted in Europe due to the benefits such as efficiency
and cost savings, automation of the processes and transparency. European commission
estimates savings at around EUR 64,5 billion per year for businesses (European Com-
mission 2013a). In Finland Real-Time Economy program aims at developing e-
invoicing. This project is conducted by Tieto Oy and Aalto University School of Busi-

ness (Aalto University School of Business 2013).

This research is a part of Real-Time Economy program and commissioned by Tieto
Oy, which is one of the biggest e-invoicing service providers in Finland. One of the
company’s goals is to expand its operations to Russia. In order to be able to do this, it
is important to understand the current processes in Russia. Furthermore, Tieto Oy has
many customers in Finland, which are operating in Russia or aiming to operate there.
In this way, this research would be beneficial not only for commissioning company,

but also for those companies.

At the moment Russia is on its way to implement e-invoicing. New regulations about
e-invoicing were legalized in 2012 (Ernst&Young 2013). Thus, the thesis will be mainly
concentrated on the paper invoice processes, as e-invoicing is still not widely used
there. For the accomplishing this work a company in Russia was chosen as a case
study, in particular, the subsidiary of Ruukki in Russia, the customer of Tieto Oy. Ob-

servation, interviews of company's employees and experts were used.

In addition, the theory about electronic invoicing was studied in order to be able to
analyse the situation in Russia at the moment. Moreover, an expert of electronic
invoicing in Russia was interviewed. The key results will be discussed and reviewed in
the end of this thesis. In particular, their validity and usefulness will be commented
upon. The recommendations for future research will be made. Learning and
professional development during the process will be reflected upon in the end of the

thesis as well.



1.1 Research question and investigative questions

The research question of this thesis is:

What are the steps of the current process of sending and receiving invoices in Russia?

The investigative questions are:

IQ1: What are the types of invoices in Russia?

1Q2: What is the structure of invoices in Russia?

1Q3: What are the steps when company sends invoices?
1Q4: What are the steps when company receives invoices?

1Q5: What are the possibilities of e-invoicing in Russia?

The approach is going to be qualitative, which is more suitable to describe the process.
Case study will be a research strategy. Observation will be the main research method.

The interviews will be conducted to support the observation results.

1.2 Demarcation

Demarcation proposes to limit the topic of the research. The most essential demarca-
tion criterion is commissioning company, as paper invoice process will be done for
Tieto Oy. It will be done based on experience of Ruukki Oy, which is the customer of
Tieto Oy and operates in Russia. This also narrows down the topic, in particular, geo-
graphically. The results of this thesis will help Tieto Oy to implement e-invoicing in
future in Russia. The research method will be qualitative, for example, observation and

interviews will be used. All the demarcation criteria are shown more comprehensively

in Table 1.



Table 1. Demarcation criteria

Commissioning company | Tieto Oy

Case company Ruukki Rus LLC (customer of Tieto Oy)

Geography Russia, Saint-Petersburg

Research method Qualitative, observation, interviews

Phenomenal Implementing e-invoicing in future

Stakeholders Service providers, accounting specialists, companies in
Russia and Finland.

1.3 Commissioning company introduction

The commissioning company for this thesis is Tieto. The company was established in
1968 in Finland. Tieto is a leading I'T service company in Northern Europe, it provides
the full life-cycle of IT services. The company operates in over than 20 countries and
has around 17 000 employees. Tieto’s net sales in 2012 were approximately EUR 1.8
billion. (Tieto 2013a.)

The company is focused on expanding its services in Eastern Europe and Russia (Tieto
2012c). This thesis and research will help Tieto to have a better understanding of ac-
counting processes in Russia, in particular the paper invoice process, in order to im-

plement e-invoicing in future.

1.4 Case company introduction

To describe the invoice processes a case company, a customer of Tieto, was chosen.

The case company is Ruukki Rus LL.C located in Saint Petersburg.

Ruukki was established in 1960 and it is a Finnish-based metal company, with head-
quarters in Helsinki. The company specializes in the production of steel and steel con-
structions. Ruukki operates in about 30 countries and has around 9000 employees.
(Ruukki 2012a.) Company’s net sales in 2012 were approximately EUR 3 billion
(Ruukki 2012d).




The main countries, where the company operates, are Nordic countries, Russia, Central
Eastern Europe and Baltic countries. Ruukki has a strong market position in all those
countries. The main growth is expected in the Russian market, especially in commercial

and industrial constructions. (Ruukki 2012b.)

Ruukki has metallurgical, construction and roofing business units in Russia. The com-
pany has around 1400 employees there. The headquarter is in Obninsk and there is
also an own metal center in Saint Petersburg. (Ruukki 2012c.) This thesis is concentrat-

ed on the invoice processes of Ruukki Rus LLC in Saint-Peterburg.

1.5 The overlay matrix

The overlay matrix includes the most important information of the thesis (Table 2). It
starts from the research problem, then breaks down to the investigative questions. The
overlay matrix also presents the theoretical framework, which applies separately for

each investigative question.

Table 2. Overlay Matrix

Research Question (RQ):

What are the steps of the current process of sending and receiving invoices in Russia?

Investigative Questions Theoretical Framework Results
1Q1:What are the types of | Invoice (definition and types). Invoices in | Chapter 4.1
invoices in Russia? Russia. Legal requirements in Russia.
1Q2: What is the structure | Information containing in invoices. In- Chapter 4.1
of invoices in Russia? voices in Russia. Legal requirements in

Russia.
1Q3: What are the steps Invoice as a part of business and account- | Chapter 4.3
when company sends in- ing processes. Paper invoice process.
voices? Flowcharts.
1Q4: What are the steps Invoice as a part of business and account- | Chapter 4.2
when company receives ing processes. Paper invoice process.
invoices? Flowcharts.
1Q5: What are the possibili- | E-invoicing (definition, benefits). TOE Chapter 4.4
ties of e-invoicing in Russia | model. Legal requirements in Russia.




1.6 Key Concepts

This subchapter presents the main key concepts of this thesis, which will be discussed

more precisely in chapter 2.

- Invoice: Bill from seller to buyer, which indicates the number of items, their
price, additional costs, and payments terms (Horngren, Sundem, Elliot &
Philbrick 2012, 393).

- Paper invoice: Any invoice, which cannot be automatically processed
(Penttinen 2008, 5; Tieto 2013c).

- Electronic invoice (e-invoice): Automatically transmitted invoice from sup-
plier’s invoicing system to client’s purchase invoice system in XML language,
using service providers (Tieto 2013c).

- Business process is a set of procedures for creating the value for stakeholders,
which can be customers, stockholders, employees or vendors (Hurt 2013, 209).

- Flowchart: Graphical representation of the process from beginning to end,

which helps the visualization (Monk & Wagner 2009, 180).



2 Theoretical framework

The theoretical framework is the theoretical background of this thesis. The key ele-
ments are shown in Figure 1. The theory about paper invoices will be first looked at:
definition, different types and processes. Then the theory about e-invoicing will be dis-

cussed, and finally the theory about invoices and e-invoicing in Russia will be present-

ed.

Paper invoice

Figure 1. Theoretical Frame.

2.1 Invoice (definition and types)

“Invoice is a bill from the seller to a buyer indicating the number of items shipped

their price, and any additional costs (such as shipping) along with payments terms, if

any.” (Horngren, Sundem, Elliot & Philbrick 2012, 393.)

Horngren (2009, 74) defines invoice as a sellet’s request for payment from the buyer
and distinguishes two different types of invoices:
- purchase invoice

- sales invoice.



Purchase invoice is a received billing document that informs a company to pay the
seller. The purchase invoices states what has been purchased, its amount and price.
Sales invoice is a document that a company sends to the buyer. (Horngren 2009, 74.) It
is defined by Hoeven (2009, 93) as a billing document that is made after the sales
delivery has occured. The whole process of receiving the purchase invoice and sending

the sales invoice by Compnay A is shown in Figure 2.

Company
A

Company
B
Seller

Purchase Invoice

Sales invoice

Company
C
Buyer

Figure 2. Purchase and sales invoices.

Despite the role of invoice between the seller and the buyer, Arendsen and Wijngaert
(2011) discuss the importance of the invoice to tax authorities, when audits and

collection processes rely on the authenticity of it.

Sales and purchase invoices are the part of business processes inside the companies.
We will have a closer look at different business processes in context of invoices in the

next subchapter. But first the elements of invoices will be looked at.

2.2 Information containing in invoices

Most of the accounting books point out the following elements of invoices:
1. Sellet’s name and address

2. Buyer’s name and address

3. Mailing address
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Invoice number
Invoice date

Due date

Total invoice amount

Buyer’s payment date and payment’s amount (Hurt 2013, 212; Horngren

2009, 275).

This information is quite general, as it does not show all the details, concerning

elements of invoices. European Commission's Taxation and Customs Union (2013)

reports in more details about the obligatory information for all invoices, in particular

for VAT invoices:

1.

10.

11.

12.

the date of issue;
a sequential number that uniquely identifies the invoice;
the supplier's VAT identification number;

the customet's VAT identification number (only when the customer is liable to pay

the tax on the supply);

the supplier's full name and address;

the customet's full name and address;

a description of the quantity and nature of the goods supplied or services rendered;
the date of the supply or payment (if different from the date of supply);

the VAT rate applied;

the VAT amount payable;

a break-down of the VAT amount payable per VAT rate or exemption;

the unit price of the goods or services exclusive of tax, discounts or rebates (unless in-

cluded in the unit price).

Furthermore, European Commission's Taxation and Customs Union (2013) informs

that signatures are not required on invoices. Moreover, if invoices need to be changed,

in case of returning goods or errors in the invoice, it should appear in ‘credit notes’ or

‘debit notes’. If there is a document that corrects or changes the original invoice, it

should include all the information like an original invoice plus a reference to the origi-

nal invoice.



2.3 Invoice as a part of business processes

Hurt (2013, 209) defines a business process as a set of procedures for creating the val-

ue for stakeholders, which can be customers, stockholders, employees or vendors. Hol-
lander, Denna & Cherrington (2000, 36) state that companies put business processes in
place to implement their strategies. It means that all these processes are very important

for all companies and should be very effective.

Sales/collection process and acquisition/payment process are examples of business
processes. Sales invoice is a part of sales/collection process and purchase invoice is a

part of acquisition/payment process.

The purpose of sales/collection process is to deliver goods to clients and collect pay-
ment (Hurt 2013, 210). Whereas, the acquisition/payment process is a flip side of
sales/collection process and it includes activities of acquiring, paying for and maintain-

ing goods and services (Hollander et al. 2000, 37).

Hurt (2013, 230) discusses the following steps of the acquisition/payment process:
1. request goods
. authorize a purchase
. purchase goods

2

3

4. receive goods
5. payment

6

. purchase returns (when necessary).

When a purchase has happened and the seller has sent the invoice, the Accounts paya-
ble Department reviews the purchase order, the receiving report and seller’s invoice
before approving the invoice for payment. If there are some differences between the
goods ordered and received, the seller is contacted. Just after that the invoice is record-

ed for payment.

Hurt (2013, 210) suggests 7 steps of sales/collection process:

1. take a customer’s order



approve the customer’s credit

fill the order based on approved credit

2

3

4. ship the product
5. bill the customer
6. collect payment
7

. process uncollectible receivables as necessary.

Let’s have a closer look at the step of billing the customer, which includes the sales
invoice process. The Billing Department is the first department involved in this pro-
cess. It reviews the transaction and records it in the accounting system, as it meets the
condition of revenue recognition at this point. The Billing Department checks the
shipping order and shipping notice to confirm that the goods have been shipped. (Hol-
lander et al. 2000, 236.)

Furthermore, the Billing department prepares the sales invoice. Hollander et al. (2000,
230) states that it includes the same data as a sales order, except prices and total
amount of sale. It means that the Billing Department adds prices to data of sales order.
The copy of the sales invoice is sent to the customer and the Accounts receivable De-

partment.

This subchapter shows that sales and purchase invoices are part of different business
process of the companies. In the next chapter it will be narrowed down and the

invoices will be shown as parts of accounting processes.

2.4 Invoice as a part of accounting process

This subchapter describes the purchasing and sales processes based on the examples

given by Horngren (2009, 274-282).

10



Purchase invoice as a part of accounting process

Assume that Company B ships some goods to Company A on June 1, 2012 and sends
an invoice for 700 EUR the same day. Suppose Company A receives the goods on

June 3, 2012. It records it as follows (Horngren 2009, 274):

une 3 Inventory (A+ 700
J y

Accounts payable (L+) 700

All the goods are recorded on their own accounts, depending on the type of the goods.
For example, supplies, equipment and other assets have different accounts. In this case

goods are recorded to the Inventory account, an asset.

Company A is allowed to return goods that are defective, damaged or do not comply
with as previously agreed. It is called purchase return. Suppose that goods for 100
EUR were damaged in shipment, and Company A has not yet paid for the invoice.

Company A returns damaged goods and records it as follows:

June 4 Accounts payable (L-) 100

Inventory (A-) 100

Alternatively, purchase allowance could be used. It differs from purchase return in
such a way that in the case of the allowance, Company A keeps the Inventory.
Horngren (2009, 277) states the following elements of the purcahse allowance:

- Seller’s information

- Purchaser’s information

- The date the allowance was granted

- Credit terms (repeated from the invoice)

- Total allowance amount.

11




Sales invoice as a part of accounting process

Now, let’s assume that Company A makes a 1,000 EUR sale on account on June, 11.

The cost of goods is 600 EUR. The company records it as follows:

June 11 Accounts recetvable (A+) 1,000
Sales revenue (R+) 1,000
June 11 Cost of goods sold (E+) 600
Inventory (A-) 600
Company A receives the cash on June, 19. It records it as follows:
June 19 Cash (A+) 1,000
Accounts Receivable (A-) 1,000

After making a sale on account, Company A may experience sales return or sales al-

lowance. Sales return means that the customer may return goods. Sales allowance

means that Company A may grant a sales allowance to customer to accept defective or

damaged goods. (Horngren 2009, 279-281.)

Suppose that customer returns goods for 100 EUR on July, 12. Company A records it

as follows:

July 12

Sales returns and allowances (CR+)

100

Accounts Receivable (A-)

100

Accounts receivable decreases, as Company A will not collect cash for the returned

goods. The company receives the returned goods and and records it as follows:

July 12

Inventory (A+)

70

Cost of goods sold (E-)

70

12




Assume that Company A grants 50 EUR sales allowance for goods damaged in

shipment on July 15. It is recoreded as follows:

July 15 Sales returns and allowances (CR+) 50

Accounts Receivable (A-) 50

The content of invoices may vary as much as companies that issue them. But the main
elements of invoices are remaining the same. (Hurt 2013, 212). This will be discussed

more precisely in the next chapter.

2.5 Paper invoice process

This subchapter will discuss paper invoice process, when a company receives the in-
voice and when it sends it. The processes will be created based on the information giv-
en by Penttinen (2008, 15-16) and Federation of Finnish Financial Services (FFI
2013b).

As the purpose of this thesis is the mapping of paper invoice process, the flowcharts
will be used to represent the process. Flowchart is a graphical representation of the

process that helps the visualization. The basic flowcharting symbols are shown in Fig-

ure 3. (Monk & Wagner 2009, 180-181.)

| ) Boundaries (beginning/end of process)
\_ 7 2 - P /
Operation
.-"/\ .
> < e
- ~
0 - Decisi
s -
S
> Direction i
/"F\'\ A
| 1 | Connector
NV

Figure 3. Basic flowcharting symbols (Monk & Wagner 2009, 181.)
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The examples of flowcharts of paper invoice process are shown in Figure 4 and 5.

They are based on the processes presented by Penttinen (2008, 15-16), Federation of

Finnish Financial Services (FFI 2013b) and information discussed above.

Process of sending invoices (Sales invoice process)
Phase
>
c
3 Input on
_— Sendin Creation of Printin, Envelopin Sendin
% Beginning € L5 accounts —» " I R R——
5] goods X invoice invoice invoice invoice
5 receivables
©
c
(]
(%]
g
&3 Delivery to
g_ receiver Stamping Mail box
B company
2
(7]
(%]
-
s Checking
= Archiving :
5 End Disposal |« (in folders for 6 Acco.untlng [«— received [«
<] (managing ledger)
S years) payment
<
Figure 4. Process of sending invoices
Process of receiving invoices (Purchase invoice process)
Phase
>
c
2 Input to
S Receiving Input on P . . Directing
S — . R .| online Invoice R
& Beginning and opening accounts . invoice for
g letter ayable e approved? ayment
>
3 pay system pay
& No
>
f=
g v
£ ’Credit notes’ Correctin
8 or 'Debit < —
s 3 invoice
g notes’
f =
U
(%]
>
&
8 — ,
23 LCMnc) Accountin
§° End < Disposal [« (in folders for 6 [« inting Payment
25 postings
g2 years)
<3
73
o

Figure 5. Process of receiving invoices

2.6 E-Invoicing

European Commission (2013) defines electronic invoicing (e-invoicing) as electronic
transmission of invoicing information between supplier and buyer. It means that e-

invoices contain the same information, as paper invoices, but in digital format.

14




Moreover, the true e-invoice is one that uses no paper in any phase, from the seller’s
submission to payment. The invoices, which are sent as attachments in e-mails, are not

e-invoices. The reason is that these invoices cannot be automatically processed.

(Penttinen 2008, 5; Tieto 2013c.)

Penttinen (2008) considers that e-invoices are those invoices, which are sent through
XML-based open standards, as, for example, Finvoice or the TEAPSSXML in the

Finnish context.

According to Federation of Finnish Financial Services (FFI 2013a), Finvoice is a com-
monly used format of e-invoices in Finland, which was originally designed by Finnish
banks. TEAPSSXML is an e-invoice format, created by Tieto (Tieto 2013b). Both
methods, Finvoice and TEAPSSXML, have an XML format.

XML or Extensible Markup Language is a programming language, which enables to
represent the invoice in a form readable by software applications and at the same time

in a form, which corresponds to a paper invoice (FFI 2013a).

There are different models of e-invoicing network, as one to one, three corner and
four corner. In one to one model there is a direct connection between the companies,
three corner model considers one service provider between buyer and supplier, and

four corner model suggests that companies choose their own providers. (Swift 2012.)

European Commission (2013b) discusses the following e-invoicing models:
- Buyer-centric B2B model (buyer initiates e-invoicing by requiring its suppliers
to submit invoices in data format)
- Supplier-centric B2B model (supplier is an initiator of e-invoicing)
- EDI model (computer to computer exchange of documents in electronic for-
mat between two companies)
- E-billing for consumers and small business (invoices are available for custom-

ers on the supplier’s portal)

15



Penttinen (2008, 24) discusses benefits of electronic invoices, such as cost reduction,
avoidance of manual errors, decreasing the processing time of invoices. Furthermore,
electronic invoicing has a positive impact on companies’ business processes; it affects
the transparency and real-time reporting. All these aspects, mentioned above, have a

great effect on the companies’ image.

Despite these significant benefits, the European Commission (2010) estimates adop-
tion rates of e-invoices at around 5% of all invoices in B2B relations on a annually ba-
sis. This figure remains low due to the adoption rate among SMEs (22%), whereas

42% of large enterprises exchange e-invoices.

To study the adoption of e-invoices, the technology-organization-environment (TOE)
model can be used (figure 6). It was developed by Tornatzky and Fleischer in 1990 to
analyze the elements affecting the company’s adoption decisions, if a new technology

should be accepted or not. (IIMA 2013, 148.)

The TOE model includes three components: technological, organizational, and envi-
ronmental. The technological context includes internal and external technologies avail-
able. The organizational criteria consider the resources available to adopt the innova-
tion. The environmental components consider the setting of conducting the business,

e.g. cooperation with the government.

16



Technological Context

[ Security Concerns }\
[ Reliability }\\
[ Deplovability }\\ m

Organizational Context P
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Technological Knowledge

Perceived Benefits
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Environmental Context
Pl +
Competitive Pressure }/ /
P

[ Regulatory Influence }/

h\"T‘l"ﬁ"

Dependent Partner Readiness ]/

Trust in Web Service Provider }/

Figure 6. TOE model for web services adoption (IIMA 2013, 158.)

2.7 Invoices in Russia

Russia (official name — Russian Federation) is a country in northern Eurasia. The area
is 17.075 million km?. The population is over 140 million people. It consists of 83 re-
gions, which are grouped into 8 federal districts under the administration of president.

(PwC 2013).

2.7.1 Paper invoices

Russia is quite young country, as it was formed in 1991 after the Soviet Union
collapsed. There are still many thing remaining from the Soviet Union. For example,
accounting is regulated by government, rather than by professional bodies. Russian

Financial statements based on Russian Accounting Standards (RAS) are mainly used by
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the tax and other authorities rather than by management of the comapanies. (Deloitte

2012.)

For instance, invoice formats are usually approved by Russian government. In Russia
“schet-factura” is an equivalent of invoice. It can be translated into English, as invoice-
facture or VAT invoice. According to Tax Code of Russian Federation (Article 169),
invoice-facture is a document, based on which the buyer will be able to deduct VAT,
that was paid to the supplier. Thus, the invoice-facture is a tax accounting document
for VAT purposes. It is used for the correct calculation and payment of VAT. It means
that companies, which operate without VAT, do not issue the invoice-factures.
(ConsultantPlus 2013a.) These are the organisations or individual entrepreneurs with

taxable revenues less than RUR 1 million during 3 previous months (Russian European

Chamber of Commerce 2013).

The form of invoice-facture, ratified by Russian Government in December 2011, is
shown in attachments 2 and 3 (ConsultantPlus 2013b). The field (1a) “Correction” was
added, which made possible to form the corrections to invoices. The invoice-facture
should be made in two copies (the first for buyer, the second for seller), not later than
5 calendar days from the date of occurance of the following events:

- Receipt of payment or partial payment

- Shipment of goods

- Transfer of property rights. (ConsultantPlus 2013a.)

When company sells/byus goods (works or services), the following items should be
specified in the invoice-facture:

- the number and date of invoice-facture

- the name, address and identification numbers of the seller and the buyer

- the name and address of the shipper and consignee

- number of the payment document (in case of prepayment)

- the name of goods (works, services) and unit measure

- the quantity (volume) delivered

- the currency
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- the price (rate) per unit, excluding tax

- the cost of goods (works, services), without tax

- the amount of excise duty on excisable goods

- the tax rate

- the amount of tax, which should be presented to the buyer

- the total cost of goods (works, services) including tax

- the country of origin (for the goods not originated in Russian Federation)

- the number of customs declaration (for the goods not originated in Russian

Federation). (ConsultantPlus 2013a, translated by author from Russian.)

The invoice-facture should be signed (with the obligatory transcript of the signature)
by director and chief accountant or other persons, authorised by order (or other
administrative document) of the company (ConsultantPlus 2013a). According to Tax

Code of Russian Federation, companies have to keep invoice-factures within four years

(Pravcons 2011).

Moreover, according to Tax Code of Russian Federation (ConsultantPlus 2013a),
companies are required to maintain:
- Record of received and issued invoice-factures.

- Purchase and sales registers, the form of which is approved by the government

of Russian Federation (ConsultantPlus 2013b).

Deloitte (2012) states that IFRS (International Financial Reporting Standards) are
becoming more important in Russia, as more companies start to use them. The
Moscow Times (2009) reports that in reality things are different. In particular,
operations are recorded when the required document is signed, not when they
occurred. Moreover, all documents must signed and stamped. Just after that they are

considered to be legal.
The most popular Russian accounting software is 1C, which has different products

such as 1C:Enterprise, 1C:Accounting. 1C company was established in 1991 and

specialises in mass-market software. (1C 2013.)
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2.7.2 E-invoices

The e-invoicing started to be possible in Russia in May 2012, after signing certain regu-
lations and approving of electronic formats of VAT invoices. E-invoicing in Russia has
the following characteristics:

- it can be used voluntarily

- electronic digital signature shall be used

- transferring via the operator. (E-invoicing platform 2012.)

The electronic invoices in Russia have many similarities with paper invoices. In particu-
lar, they have the same details, data and form (attachment 3, 4). They should be sent
within 5 days. The corrections to invoices should be done by creating a new document,
specifically, corrections to invoices. Similarly to paper invoices, electronic invoices
must also be registered in the record of received/issued invoice-factures and purchase

and sales registers, and stored electronically for 4 years. (Diadoc 2013a.)

The main differences electronic invoices from paper invoices in Russia are as follows:

- the electronic invoices have an XML format, which allows to process invoices
automatically by the participants of the transaction, as well as by the regulatory
bodies. It reduces the processing time, the search of errors in details and calcu-
lations, and checking of the document.

- the electronic invoices should be formed in 1 copy and signed by one electronic

digital signature of director or another authorized person. (Diadoc 2013.)

The legal framework for e-invoicing in Russia at the moment is as follows:

- Federal Law No. 63-FZ “About electronic digital signature” dd. 06.04.2011.

- Federal Law No. 402-FZ “About accounting” dd. 06.12.2012.

- Federal Law No. 149-FZ “About information, information technologies and
protection of information” dd. 27.06.2006.

- Federal Law No. 229-FZ “About changes in Tax Code about e-invoices” dd.
02.10.2007.

- Directive of Ministry of Finance No. 50n “About exchanging of e-invoices” dd.

25.04.2011.

20



- Directive of Federal Tax Setvice No. MMB-7-2/168 “About the providing pro-
cedure of electronic documents to Federal Tax Service” dd. 17.02.2011.

- Decree of Russian Government No. 1137 “About the forms and rules of filling
documents used in the calculation of VAT” dd. 26.12.2011.

- Directive of Federal Tax Service No. MMB-7-6/138 “About the formats of in-
voices” dd. 05.03.2012.

The legislation for e-invoices, given above, overlaps with the legal framework for paper
invoices now and then. The reason is that e-invoices can be used the same way as pa-
per invoices. Both invoices, paper and electronic, have the same legal force. Thus, laws

are made at the same time for paper and electronic invoices.
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3 Research design and methods

The approach of this thesis is qualitative, which is more suitable to describe the pro-
cess. Case study is the research strategy. The idea was to study one case in details to
develop the general picture (Silverman 2005, 126). This thesis describes different types
of invoices and invoice processes of one specific company in Russia, namely Ruukki
Rus LLC. This will give a better understanding of invoice processes in Russia in gen-

eral.

Observation was the main research method. Furthermore, the participant observation
was used, when a researcher fully participates in activities (Saunders 2012, 342). It
means that the researcher was fully involved in the invoice process at Ruukki Rus LLC,
by completing the tasks concerning this issue. The observations were collected as notes

and drawings.

The interviews were conducted inside the case company to support the observation
results. Moreover, an expert outside the case company was interviewed to be able to
make the recommendations related to e-invoicing. The research design image is shown

in Figure 7.

Research of theory and background

U

|

Observation inside case company

Interviews inside case company

Data analysis

i

Interviews of e-invoicing specialists

Data analysis

i

Conclusions, recommendations

ANV

!

Figure 7. Research design.
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In summer 2013 data has been gathered through the observations and interviews. At
the same time, a work placement was completed in the case company. This allowed
making also the participant observations. The author was a part of Accounts Payables
of Ruukki Finance Services department in Eastern Europe (RFS EE) located in Saint-
Petersburg. In particular, the tasks regarding the purchase invoices, when the goods are

imported outside of Russia, were completed during the work placement.

The interviews of 2-3 specialists inside the company and 1-2 e-invoicing specialists
outside the company were planned, but in fact there were 15 interviews conducted.
The reason for this was due to different kind of invoices and their spreading in several
departments of Ruukki Rus LLC. Mostly non-standardized interviews were used,
meaning that the researcher had the list of questions to be covered, but they varied
depending on the discussion (Saunders 2012, 374). The schedule of all interviews is

presented in attachment 20.

After the data was collected based on interviews and observations, it was analyzed and
compared with the theoretical material of this research. At this point the theoretical
background was added according to data collected, as information about invoice pro-
cesses in Russia does not exist in Finland. Next, the results were presented. It turned
out that e-invoicing is still not used in the company. That is why the whole research

was mainly concentrated on paper invoices of Ruukki Rus LLC.

The types and content of paper invoices at Ruukki Rus LLLC were first presented. This
answered to the investigative question 1 and 2. Next the main invoice processes of
Ruukki Rus LLC were described and the process maps were created to visualize the
processes. For this purpose, Microsoft Vision tool was utilised. This answered to the
investigative questions 3 and 4. The last investigative question was answered by analyz-
ing the data collected at Ruukki Rus LL.C and the interview of e-invoicing specialist

outside the case company.
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4 Results

This chapter presents the main results based on the observations and interviews con-
ducted. E-invoicing is still not used in the case company. That is why most of the re-

search results are about paper invoices.

The types and content of paper invoices of Ruukki Rus LLC are demonstrated and
main processes are described. Furthermore, the situation with electronic invoices at

Ruukki Rus LLC and in Russia in general is presented in the end of this chapter.

4.1 Types and content of paper invoices at Ruukki Rus LLC

This subchapter shows the types and content of paper invoices at Ruukki Rus LLC and
answers the following investigative questions:
IQ1: What are the types of invoices in Russia?

1Q2: What is the structure of invoices in Russia?

The main activities of Ruukki Rus LLC in Saint-Petersburg are buying of goods from
outside Russia and selling them inside Russia. There are also additional activities such
as, buying/selling services and buying materials inside Russia. It means that there are
following invoices existing in the company:

- Purchase invoice (import of goods, domestic purchases)

- Sales invoice (domestic sales, services sales).

The same types of invoices were mentioned by Horngren (2009, 74). However, import
and domestic invoices have totally different formats. In particular, import invoices,
which Ruukki Rus LLC gets from outside Russia, contain almost the same information,
which was mention by Hurt (2013, 212), Horngren (2009, 275) and European Com-

mission's Taxation and Customs Union (2013) (attachment 5).

European Commission's Taxation and Customs Union (2013) informs that signatures
are not required on invoices, whereas all Ruukki’s import invoices have signature and

stamp of the seller. According to the Interview 1 with the Head of Planning, purchas-
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ing and transportation department (04 Jun 2013) it is a requirement of Russian cus-

toms.

At the same time, the import invoice is not an essential document to tax authorities as
was mentioned by Arendsen et al. (2011). In Russia, and particularly at Ruukki Rus
LLC, VAT-related audits and collection processes rely on a Cargo Customs Declara-

tion (SAD), which is shown in attachment 4.

All domestic invoices have the same format, as it was approved by the government of
Russian Federation in December 2011 (attachments 2, 3) (ConsultantPlus 2013b). This
is very important for the company and must be followed strictly, as the VAT reim-
bursement may depend on it. If there are errors in invoice-facture, the company may
be refused in VAT return (Interview 12). The example of domestic Ruukki’s sales

invoice-facture is shown in attachment 11.

The company does not have many correction invoices, which were ratified by Russian
Government in December 2011 (ConsultantPlus 2013b). Despite this, accountants still
prefer to replace incorrect invoices with the correct ones, especially if the mistake is

noticed within the same period.

Nevertheless, Ruukki’s domestic invoices differ from each other, as the format, ap-
proved by government, is used just for VAT invoices, which can be issued after receipt
of payment or partial payment, shipment of goods or transferring of property rights.
(ConsultantPlus 2013a.). For example, if the company is going to sell goods on a
prepaid basis, it sends to the buyer the ”schet na oplatu”, which can be translated as
bill for payment (attachment 13). Just after the goods are paid or shipped, the invoice-
facture will be issued. Thus, bill for payment and invoice-facture could considered as

an equivalent of sales invoice.
Furthermore, Ruukki’s purchase invoices can differ from the format, approved by the

Russian government. The reason for this could be the companies that operate without

VAT. Hence, these companies cannot issue the VAT invoice. Ruukki mostly buys set-
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vices without VAT. In such a case, the Act and bill for payment are received. Act can
be translated as acceptance certificate. The bill for payment is not considered as legal
document and usually is not archived. The example of this package of documents is
shown in attachments 6, 7, 8, 9 and 10. The summary table below shows different

types of sales and purchasing documents, depending on the transaction.

Table 3. Invoice and its equivalents

Transaction Purchases Sales
Import (goods) Invoice -
Prepayment Bill for payment Bill for payment + Invoice-

facture for advance payment

Goods (domestic) Invoice- Invoice-facture +

with VAT facture+Consignment note  Consignment note + Waybill
Services (domestic) Invoice-facture + Act Invoice-facture + Act + Bill
with VAT for advance payment

Services (domestic) Act (+Bill for payment) -
without VAT

Table 3 clearly shows that at Ruukki invoices exist in the form, as stated by Horngren
et al. (2012, 393), only when importing goods. Other invoices are presented in domes-
tic formats. If companies collaborate on a prepaid base, the bill for payment is sent.
Moreover after the advanced payment is made, Ruukki usually sends the invoice-
facture for advanced payment to the customer. It has the same content as the normal
invoice-facture, except for 2 items (payment document, addition), which are specified
in the invoice-facture for advanced payment. The Ruukki’s examples of bill for pay-

ment and invoice-facture for advanced payment are presented in attachment 12 and 13.

Furthermore, invoice-facture does not exist as separate document, it is usually included
to the package of documents. For example, when goods are purchased or sold with
VAT, the package includes invoice-facture and “tovarnaya nakladnaya”, which can be
translated as consignment note. Also when company sells the goods, the “tovarno-

transportnaya nakladnaya”, which can be translated as waybill, is prepared. The
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consignment note as well as waybill have approved forms. These documents are shown

in Attachment 14.

As was mentioned before, when Ruukki buys or sells services domestically, usually
invoice-facture and act are issued. Only in the case the goods are purchased without
VAT, the invoice-facture is not delivered. The reason is that companies, which operate

without VAT, do not release invoice-factures.

It could be concluded that in Ruukki as well as in Russia there is no single invoice
document. Russian invoice-facture could be equivalent of invoice, but it does not exist
separately from other documents. Thus, when one speaks about invoice-facture, it
could be also referred to such documents as bill for payment, invoice-facture for
advance payment, consignment note, waybill and act. The processes concerning these

documents will be described in the next chapters.

4.2 Purchase invoice processes at Ruukki Rus LLC

This subchapter analyses the main purchase invoice processes at Ruukki Rus LL.C and
answers to the investigative question 4: What are the steps when company receives

invoices?

4.2.1 Import of goods

Purchase invoice process, when company buys goods outside of Russia, is one of the
main processes of Ruukki Rus LLC. Usually the goods are delivered from Ruukki Oy

in Finland. The general process is shown in Figure 8.

Delivery of Checking Checking Accounting Payment
goods and goods and documents, records
documents documents acc. records (SAP)
invoice, arehouse) (SAP) Fin. dep.
AD, con- Log. dep.
signment,CM

Figure 8. Purchase invoice (import of goods)
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Usually there are two departments involved into this process. Planning, purchasing and
transportation department is responsible for import the goods. Ruukki Finance Service
department in Eastern Europe (RFS EE) is responsible for the accounting part. The

detailed process is presented in Attachment 16.

Planning, purchasing and transportation department

First, the purchase order is made by Planning, purchasing and transportation depart-
ment (later Logistics department). After the goods are received, they are checked in
warehouse against the copy of consignment, which arrives with the truck. Then all the
copies of the documents (SAD, consignment, CMR, invoice) are brought from ware-

house to Logistics department.

A specialist from the department checks all the documents, for example, customs du-
ties, corresponding of prices and volumes in the invoice with SAD and the purchase
order. If there is no invoice in the documents, it is printed out from the Ruukki’s intra-
net. The purchase order can be changed, if needed. The time, spent for checking, de-

pends on the number of articles in the dispatch. It can be 4-15 min. (Interview 9.)

After the documents are checked, Stock Controlling specialist checks documents once
again. For instance, whether the amount in invoice complies with the amount in SAD.
Then the delivery is recorded in SAP (4-10 min) (Interview 10). Depending on the type
of goods, they are recorded on Debit of Account 41 (“Goods”) or Account 10 (“Mate-

rials”) and crediting Account 15 (“Acquisition of assets”):

June 09 | Goods (Account 41) or Materials (Account 10) 982,101.12

Acquisition of assets (Account 15) 982,101.12

The example of how the transaction is reflected in SAP is shown in Figure 9.
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Figure 9. The reflection of transaction in SAP (Planning, purchasing and transportation

department)

The original documents are usually processed by a trainee of the Logistics department.

Usually the next day after the goods are released by customs, the original documents

are delivered by courier. They are checked by the employee (for example, quantity in

SAD and invoice) and the list of SAD is made (1 min per SAD) in order to pass the

documents to RFS EE department. Some documents (Construction) are copied and

scanned. Then they are sent to accounting department in Obninsk. (copy 2 min, scan 2

min, sending 2 min, archiving 2 min). The original documents are delivered to RFS EE

department. The list of SADs is signed. (Interview 11.)

Ruukki Finance Service department in Eastern Europe

Ruukki Finance Department in Eastern Europe (RFS EE) receives the package of

documents from Logistics department. Each package includes the following docu-

ments: Cargo Customs Declaration (SAD), invoices, Waybill (CMR), consignment. It

can be 20-30 packages a day. The employees (usually 2 persons) of RFS EE depart-

29



ment check these documents. All the figures and numbers should be the same in the

SAD and the invoice. RFS EE department proceeds with the invoice and SAD, other

documents are not used.

Furthermore, the Logistics department provides with bills from service providers, such

as brokerage services for preparing SAD and temporary storage warehouse. These bills

are also checked by the RFS EE department and all costs are allocated for each SAD.

Then received documents are recorded in SAP. The following transactions are usually

made: invoice, freight, customs duties, customs charges, VAT, brokerage services and

temporary storage warehouse services. They are recorded as follows:

1. Invoice
June 10 | Acquisition of assets (Account 15) 982,101.12
Accounts payable (Account 60) 982,101.12
2. Freight
June 10 | Goods (Account 41) or Materials (Account 10) 77,647.02
Accounts payable (Account 60) 77,647.02
3. Customs duties
June 10 | Acquisition of assets (Account 15) 49,105.06
Accounts payable (Customs) (Account 60) 49,105.06
4. Customs charges
June 10 | Goods (Account 41) or Materials (Account 10) 1,500
Accounts payable (Customs) (Account 60) 1,500
5. VAT
June 10 | VAT on acquired assets (Account 19) 185,617.11
Accounts payable (Account 60) 185,617.11
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6. Brokerage services

June 10 | Goods (Account 41) or Materials (Account 10) 7,120
Accounts payable (Account 60) 7,120
7. Temporary storage warehouse services
June 10 | Goods (Account 41) or Materials (Account 10) 3,000
Accounts payable (Account 60) 3,000

The Figure 10 and 11 are print screens of recording and reflection the invoice in SAP.
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Figure 11. Refelection the invoice in SAP

If the wrong transaction is made, the entry is reversed and the transaction is done once

again. If there is a mistake in invoice, the seller sends a credit note or debit memo,

which increase or decrease the cost of the goods and the transaction credit note or

debit memo is made:

1. Credit note

June 15 | Accounts payable (Account 60) 100

Goods (Account 41) or Materials (Account 10) 100
2. Debit memo

June 15 | Goods (Account 41) or Materials (Account 10) 100

Accounts payable (Account 60) 100
If goods are returned, the following transaction is made:

June 15 | Accounts payable (Account 60) 10000

Goods (Account 41) or Materials (Account 10) 10000

In the end of each day the clearing of account 15 is made. It means that debit and

credit of account 15, which balance is zero, are adjusted. (Interview 3.)
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Then the documents are scanned (SAD and invoice) (1 min) for representation in SAP,

arranged by date and archived (the whole package).

All these actions, which are described above, are usually done by two finance specialists
of the RFS EE department. The payments are usually controlled by another finance
specialist of the RFS EE department, who monitors the invoices’ dates of payments.
The list of invoices, that should be paid, is prepared by the employee and given to

senior accountant, who pays the invoices by an electronic banking system.

After the goods are paid, the following transaction is made:

June 20 | Accounts payable (Account 60) 1,059,748.14

Current Account (Account 51) 1,059,748.14

After the payment, the clearing of Account 60 is made, checking if the invoices are
paid correctly. (Interview 7.) The further sales of goods are made by Planning,
purchasing and transportation department, which is described in the chapter “Sales

invoice with down payment”.

4.2.2 Purchases of materials

This subchapter is based on the Interview 14 of the Finance specialist (Account Paya-
bles) of Ruukki Finance Department in Eastern Europe (RES EE). The general pro-

cess is shown in Figure 12; the detailed process is presented in Attachment 17.

Delivery of Checking Checking doc., Payment
goods and goods and accounting
documents documents records
(invoice- +Acc. rec. (SAP/1C)
facture and (10 (RES)
cons. note (Warehouse)

Figure 12. Purchase invoice-facture (Materials)

Materials may include the following items: petrol, office supplies, packing materials and

etc. The company buys them mostly with VAT on a post payment basis; it means that
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invoice-facture and consignment note are usually received with the goods (attachment
11). The consignment note is signed by the person, which receives the goods and has
the right to sign the documents. Then the documents are handed on to the RFS EE
department, where they are checked and necessary transactions are made. The suppli-

er’s documents are sent by post and Ruukki’s documents are archived.

Materials are those items, which are managed, controlled and analyzed on Account 10,
according to Russian accounting law. This account has several control accounts, such
as:

- 10.1 — “Raw-materials”

- 10.3 — “Petrol”

- 10.4 — “Packing materials”

- 10.5 — “Spare parts”

- 10.6 = “Other materials”, etc.
bl

Materials are usually recorded in SAP, as well as in 1C at Ruukki. The reason for this is
Russian accounting law, according to which materials (Account 10) must be recorded
and analyzed by nomenclature. For example, in SAP all materials are recorded to Ac-
count 10 to different control account, whereas in 1C they are also divided by different
types. This is mostly done for Ruukki’s possible audits, in particular for tax audits.
Usually the materials for production are recorded in 1C by an employee of the ware-
house, whereas such materials as office supplies are recorded by the finance specialist
of the RIS EE department in 1C and SAP. Figure 13 demonstrates the example of

transaction made in 1C and Figure 14 —in SAP.
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In 1C materials are divided to different types, as stated in documents (invoice-facture,
consignment note), VAT is allocated for each position. In SAP the total amount of

goods as well as VAT are recorded to specific account, without division to different

types.

In general, this transaction can be presented as follows:

June 25 | Materials (Account 10) 158,103.39
Accounts payable (Account 60) 158,103.39

June 25 | VAT on acquired goods (Account 19) 28,458.61
Accounts payable (Account 60) 28,458.601

Figures 15 and 16 demonstrate how this transaction is reflected in 1C and SAP.
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Figure 16. The transaction reflected in SAP
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In addition, the consignment note is stamped with the number of document in 1C and

SAP. Next step is the documents’ archiving. Normally the invoice-facture and con-

sighment note are filed separately, to different folders.

After the goods are paid, the following transactions are made:

June 26 | Accounts payable (Account 60) 186,562
Current Account (Account 51) 186,562

June 26 | General corporate expenses (Account 26) 158,103.39
Materials (Account 10) 158,103.39

June 26 | Tax payables (Account 68) 28,458.601
VAT on acquired goods (Account 19) 28,458.61

Record of received and issued invoice-factures, as well as purchase and sales registers

are formed in Obninsk once in three months.

4.3 Sales invoices processes at Ruukki Rus LLC

This subchapter analyses the main sales invoice processes at Ruukki Rus LLC and an-

swers to the investigative question 3: What are the steps when company sends invoic-

es?

4.3.1 Sales of goods with down payment

This subchapter is based on observations and interviews in the RFS EE, Sales and

Customer service departments (Interview 2, 5, 6, 13).

This process of selling goods is another main process at Ruukki Rus LLC. In the com-

pany this process can be with down payment or without (Figure 17, 18). This chapter

will present the process with down payment (attachment 18).
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Shipment Accounting Issue of Payment
of goods records inv.-facture,
cons.note
and waybill

Figure 17. Sales invoice-facture (Goods)

Bill for Issue Issue of
advance Payment Invoice- Shipment invoice- Payment
payment (partial) facture of goods acture,
for ons. note
advance and waybill
payment

Figure 18. Sales invoice-facture with down payment (Goods)

The process starts in the Sales department, which receives the request from the buyer
and makes the sales order (SO) and down payment request (DPR) in SAP. Sales order
is blocked at this stage. Furthermore, bill for advance payment (attachment 13) is pre-
pared in SAP and specification is prepared in Word format. These documents are

signed and stamped. Then they are sent to the buyer, which confirms the specification

by signing and sending it back. The buyer starts the payment process.

After the advance payment is received to a bank account, the finance specialist of the
RFES EE department (Cash management) uploads it to SAP. So, another RFS specialist

(Account receivables) can see the following information in SAP:
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The RFES specialist (Account receivables) posts the advance payment on DPR. The

following record is made:

July 25 | Sales (Account 62) 2,537.76

Current account (Account 51) 2,537.76

If the amount of advance payment is not equal to amount of DPR, then the specialist
sends the notification to Sales department about the necessity of new DPR. If the ad-
vance payment is equal to amount of DPR, the sales order is unblocked and infor-

mation is sent to the Sales department.

Later on the RFS specialist (Account receivables) prints out, signs, stamps and enve-
lopes the invoice-facture for advance payment (attachment 12). Usually the list of let-
ters is made, signed and stamped. Then it is handed on to the receptionist, who regis-

ters the list in the journal. Then the courier delivers the documents to the post office.

After the Sales order is unblocked by the finance specialist of the RFS EE department
(Account receivables). The Sales department agrees on the date of shipment with the
customer and the warehouse. The truck is coming for loading on the agreed day. After
the truck is loaded, a specialist of the Customer service department prepares the doc-

uments: invoice-facture, consignment note and waybill (attachment 14).

The following transactions are made:

June 25 | Sales (Account 90) 189,460.80
Finished goods (Account 43) 189,460.80
June 25 | Account receivables (Account 62) 160,560
Sales (Account 90) 160,560
June 25 | Account receivables (Account 62) 28,900.80
Tax payables (Account 68) 28,900.80
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The print screen of recording invoice-facture in SAP is shown in Figure 19.
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Figure 19. Recording invoice-facture in SAP.

The documents are printed out (two copies of invoice-facture, three copies of con-
sighment note and 3-4 copies of waybill), sighed by the Customer service department
specialist and the driver. Moreover, the consignment note is stamped by the specialist.
Then the documents are sorted out:

- One copy of invoice-facture and one copy of consignment note are staying in
the company. These documents are archived in the Customer service depart-
ment.

- One copy of invoice-facture and two copies of consighment note are going
with the driver. Later one copy of consignment note should be returned to
Ruukki by post with the sighature and stamp of the second company. (15-20

min)

After every dispatch, the following documents are staying at Ruukki and archived:
- Invoice-facture with a signature of the Customer service department’s specialist
- Consignment note with a signature of the Customer service department’s spe-

cialist and the stamp of Ruukki. Moreover, it has the signature of the driver.

According to Russian accounting law, the consignment note should have the original
signature and the stamp of the second company. It means that one of the copies of
consignment note, which was sent with the driver, should be returned to Ruukki with a

signature and a stamp. Usually it takes 1-3 months to get the documents back. It means
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after receiving the signed and stamped copies, the documents should be re-archived.
The folder of each document and exact documents should be found and the copy
should be added to the right place. The extra copies, which are not drawn in the right
way, should be thrown away. It takes around 5 minutes for each document to be re-
archived. It seems that re-archiving is a time-consuming process in the company. The
Customer service departments has huge amount of documents, beginning from Janu-

ary 2012. It means that documents for 1.5 years should be re-archived.

But if there is a letter of attorney with the original stamp, the original stamp on the

consignment note is not needed, the signature of driver is enough in such a case.

4.3.2 Rent services on prepayment basis

This subchapter is based on the Interview 15 of the finance specialist (account receiva-

bles) of the RFS EE conducted 30.07.2013.

This process includes the following documents: bill for payment, invoice-facture and
act (attachment 15). Act is prepared (not consighment note), as services are delivered,
not goods. The basic process is shown in Figure 20; the particularized process is

demonstrated in Attachment 19.

Issue of in-
Bill for Receiving Service voice-facture
payment of payment providing and Act

Figure 20. Sales invoice-facture on prepayment basis (Services)

The process usually starts in the beginning of the month, when the bill for advance
payment for current month is prepared for the customer. First the Sales order is done;

the bill for payment is done based on it.

Based on this bill, the payment is received during this month. This should be reflected

in SAP. After the advance payment is received at bank account, the finance specialist
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of RFS EE department (Cash management) uploads it to SAP. So, another RFS spe-

cialist (Account receivables) can see it in SAP and makes the following transaction:

July 24 | Current Account (Account 51) 23,000.01

Account receivables (Account 62) 23,000.01

In the end of the month the invoice-facture and act are prepared by another specialist:
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The following transactions are made:

July 31 | Account receivables (Account 62) 23,000.01
Sales/Rent (Account 90.1) 19,491.53
Sales/VAT (Account 90.1) 3,508.48

June 31 | Sales/VAT (Account 90.3) 3,508.48
Tax payables (Account 68) 3,508.48
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In SAP it is reflected as follows:
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The invoice-facture and act are prepared in 2 copies each. These documents are signed
and stamped by the specialist. One copy of invoice-facture is archived at Ruukki. All
other documents are handed on to the specialist responsible for rent services, which
delivers documents to the customers. One copy of act, signed by the customer should
be returned to Ruukki within 1 month. The document is re-archived, filed together

with the appropriate invoice-facture.

4.4 Possibilities of e-invoicing in Russia

This subchapter presents the situation with e-invoicing at Ruukki Rus LLC and in Rus-
sia in general. It answers to the investigative question 5: What are the possibilities of e-

invoicing in Russia?

E-invoicing started to be possible in Russia in May 2012, but despite this just a few
companies in Russia have implemented e-invoicing. Ruukki Rus LLC is one of the first
companies in Russian market trying to implement e-invoicing. Immediately in May
2012 Ruukki Rus LLC started to implement it, cooperating with one of the service

providers in Russia (Interview 4).

At the moment there are 42 operators of Electronic Document Interchange in Russia,
which are included to the web of trust of the Federal Tax Service (FTS of Russia
2013a). PF SKB Kontur is one of them and at the same time provides required tax and

legal service and processing to Ruukki Rus LLC.
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In May 2012 Ruukki and Tieto together with PF SKB Kontur started a pilot project,
the purpose of which was to begin receiving e-invoices by Ruukki Rus LL.C from other
companies. However, by the summer 2013 no invoices have been received. Then the
focus shifted to not only to receive but also to send invoices. Again without any re-

sults. (Interview 4.)

There can be several reasons why e-invoicing is still not widely used in Russia. First of
all, Russia is still in its initial stage of imlepeniting e-invoicing. Otherwise, the situation
with e-invoicing at Ruukki Rus LL.C and in general in Russia can be analyzed by using

the TOE model (IIMA 2013).

In the case of Ruukki Rus LLC, there are not any problems within the technological or
organizational context. The company is interested in e-invoicing, as it will give many
advantages such as:

- less paper work

- documents are not lost

- easier to reporting to tax authorities (Interview 4).

The main problems arise when it comes to the environmental context, which includes

regulatory influence, partner readiness and service providers (table 4).

Table 4. Difficulties in adoption of e-invoicing in Russia
Environmental context Difficulties
Regulatory influence 1. E-invoices can be used voluntarily
2. Technical issues
3. Legislation issues
Partner readiness 1. Companies are slow to use e-invoices, as they are

not mandatory based

2. Companies have to change their processes a lot
3. Transparency
4. Big role of the paper in Russia

Service provider 1. No roaming between operators (till August 2013)
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The voluntary usage is one of the reasons of slow implementing of e-invoicing in Rus-
sia. Certain steps from the government, such as mandatory usage of e-invoicing, could
speed up this process. Similar actions have already been taken in Russia before.

(Interview 8.)

The technical issues also slow down the process, as the government and governmental
organizations technically lag behind the operators. Moreover, the legislation issues do
not always help to expedite the implementation. An example of this can be a new law
(Federal Law No. 63-FZ “About electronic digital signature” dd. 06.04.2011) about
digital signatures, which replaces one digital signature by three new ones. They differ in
reliability. The more important document, the more reliable signature should be

chosen by the company. The law came into force on 013t of July 2013. (Interview 8.)

Furthermore, not many companies hasten to use e-invoices, as they have to make
significant changes to their processes. This is a complex and lengthy procedure.
Transparency also influences this, as not all companies in Russia are ready to open up

their operations. Also the role of the paper is still too big in Russia. (Interview 8.)

Another reason of slow implementing of e-invoicing in Russia is roaming between
operators, which did not exist until August 2013. When the first roaming between 2

operators was introduced. (Diadoc 2013b.)

It can be seen that there are still many difficulties in implementing of e-invoicing in
Russia. However, Russia is still in its initial stage of implementing e-invoicing. This
new technology will affect many parties, such as the government, governmental
organizations, companies, operators and individual employees. All these changes are
not possible immediately. It will take some time to solve the technical difficulties and
adopt the legislation. Moreover, the perception of e-invoicing by every single employee
is important. Not many people in Russia know currently about e-invoices and they do

not want to have any changes in their work.
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5 Discussion

The goal of this thesis was to describe the invoice processes in Russia based on
experience of one specific company. In fact, mainly the paper invoice processes of
Ruukki Rus LLC were described, as e-invoicing is still not used in the company. In
addition, the difficulties implementing of e-invoicing by Ruukki Rus LLC and in Russia

in general were analysed in this research.

This chapter summarizes the main research results and assesses the theory and the re-
search. Moreover, the future developments and recommendations are discussed. The
assessment of my own professional development and learning is done as well in the

end of this chapter.

5.1 Key findings

Opverall, the results of this research show the importance of implementing e-invoicing.
Mainly, it will allow automating the processes. For example, to complete the part about
import invoice process at Ruukki Rus LLC, 7 employees were interviewed. It means
that too many people are involved in handling the paper invoices. Moreover, the ar-
chiving seems to be time-consuming process in the company. The example of this is
the Customer service departments, which had huge amount of documents, beginning
from January 2012. It means that documents for 1.5 years had to be re-archived. The

implementing of e-invoicing could make all of these processes more effective.

However, this research gives a better understanding of invoice processes not only at
Ruukki Rus LLC but also in Russia in general. First of all, invoice format in Russia, as
it is known in Finland, exists only when importing or exporting goods. Although there
are some differences even here, signature and stamp of the seller are required. Moreo-
ver, these invoices are not the essential documents to tax authorities, as VAT-related

audits and collection processes rely on a Cargo Customs Declaration (SAD).
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Russian invoice-facture could the equivalent of invoice. All invoice-factures have the
same format, as it is mandated by the government. This format must be followed
strictly, as the VAT reimbursement may depend on it. Additionally, the invoice-facture
does not exist as separate document, it is usually included to the package of
documents. Thus, when one speaks about invoice-facture, they should know that it is
always accompanied by one or more of the following documents: bill for payment,

invoice-facture for advance payment, consignment note, waybill and act.

When implementing e-invoicing in Russia, it is important to understand about account-
ing software there. The most popular accounting software is 1C, which is not obligato-
ry, but it is tailored for companies to report to tax authorities. It means that it is easier
for company with 1C to report to tax authorities, but it not so good for company’s
own needs. This is one of the reasons why some of the transactions are made twice at

Ruukki Rus LILC, in 1C and SAP.

The role of the paper is still too big in Russia and not all the companies are transparent
there. Many things are still to be done before the full implementation of e-invoicing
there. This new technology will affect many parties, such as the government,
governmental organizations, companies, operators and individual employees. All these
changes are not possible immediately. It will take some time to solve the technical
difficulties and adopt the legislation. Moreover, the perception of e-invoicing by every
single employee is important. Not many people in Russia know currently about e-

invoices and they do not want to have any changes in their work.

5.2 Theory assessment

To find theoretical source material was one of the main difficulties of this thesis. Most
of the accounting books include just general information about invoices and the in-

voice processes. It took some time to find the right sources.

Furthermore, finding theoretical material about processes in Russia was another obsta-

cle of this report. Reliable material about processes in Russia does not exist in Finland.
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This part was completed mostly in Russia after the observations and interviews were

done.

5.3 Research assessment

Combining the research with work placement, observations and 15 interviews helped
to make an in-depth study about invoice processes in Russia. The thesis was mainly
concentrated on the invoice processes of Ruukki Rus LLC, in particular paper invoice

processes, as e-invoicing is still not used at the company.

However, this research gives a better understanding of invoice processes not only at
Ruukki Rus LLC but also in Russia in general. The results can be beneficial for the
commissioning company and Finnish companies that operate in Russia. As documents
and processes are totally different there, and as was mentioned before, it is difficult to

find theoretical material in Finland.

5.4 Future developments

The scope of this research is wide. There are still many topics to cover for future re-
searchers, especially, as there is not much information available about processes in
Russia. For instance, further research could look at the invoice processes in other
companies. It can be for example retail companies in Russia. In addition, the processes
in the companies, where e-invoicing is already implemented, could be examined. All
this will give a better understanding about operations, processes and documentation in

Russia.

5.5 Self-assessment

While working on this thesis I have learned many different things. The whole process
has taken almost a year. During this time I have met many interesting people, I have
learnt a lot about e-invoicing in Russia. Furthermore, the biggest learning experience
was combining the thesis with the work placement. It gave me an opportunity to un-

derstand better the processes and documentation in Ruukki Rus LLC and in Russia in
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general. Moreover, I had an opportunity to connect the theory studied during the ac-

counting specialization to real business life.

As was mentioned before, there were some difficulties with completing the theory part.
The empirical part was much wider that was expected before, as there were many peo-
ple involved in the processes and many interviews had to be conducted. Despite these
issues, valuable research has been done and the main invoice processes have been

mapped. A Microsoft Vision tool was utilised and helped to visualize the processes.
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Attachments

Attachment 1 Gantt chart
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in Russian)

-facture (

mvoice

Attachment 2. The form of

©OPMA CHETA-RAKTYPDI,

MPUMEHAEMOIO NPH PACYETAX MO HAMOTY HA AOGABNEHHYIO

CTOMMOCTb, W NPABMNA EMO 3ANONHEHWA

I. 2opMa cuYeTa-QaKTVDH, OPMMEHASMODO OPM DACYEeTax

OO0 Hapoy Ha HDm_m.m_zn._.WNqumo CTOMMOCTE

CUET-2AKT¥FA N or " (1)
MCOPABNEHNE N o "_ " (1z)
Mpomasell [2)
Ampec [2a)
HMHH/KNN npomasia [26)
Tpy3ooTnpaEMTen:E M ero agpec [3)
ITpysonony4aTent: M erno agpec (<)
E mnaremH0-pacdeTHOMY IOKyHMeHTy N oT (3}
NoxynaTene (6
Anpec [Ba)
HHH/KIN pmoryoaTend [66)
BanmrTa: HaMMeHOBAHME, KO (7]
HameHoEaHME Kom— Iexa CrommocTe | B Tom Hamo-— Cyrmaa CromocTE H Homep
TOEApa HeCcTEQ (Tapud) TOEAPOE YMCIEe DOEaSE HamoDa, TOBAPOE EIEE TAaMO-—
[onMcaxme [oBren) =a (pabom, CyMMa cTagka | opemeas— | (pafBor, ToEapa EEHHOK
BHIMOMEHEHHRX KOO | FCJAOBHOES e MMHEMITY WCIIYFD) , aRIMSa ngeMan VCAYD) , nmdpo KpaTroe |mexma-
paboT, ofosza— HSMepeHHA | MMymecT— MMYmME T — BOM Havme-— | pammm
OKaSaHHHE ESHHEX ESHHEEX ji{apus HOBaHME
VOIyD) H npak Ges npas
MMymeCcTESHHODO HAOBHOE) Hajpora - C HamoDoM
npaga ECED0 - EBCEDD
1 2 Za 3 4 5 & 7 8 8 10 10a 11
Bcero k oOopaTe X
PYROEOOMTENE T'maeumnt GyRranrep
oplasEMsa MM MEHOE MM MEHOE
OOJHOMOYSHHOS JIMILO NOJHOMOMEeHHOS JIMIL0
(mooomce) (B.M.0.) (momnoMce) (d.M.0.)

MHOMEMOY 2Nk HETL
npennpMHEMMATENE

SKEMSMTH CEMOSTENECTEA
0 DOCYHOApCTESHHONW pelMcTDAaIH
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English by author)

nto

-facture (translated

mvoice

Attachment 3. The form of

FORM OF INVOICE-FACTURE,
USED IN CALCULATING THE VALUE ADDED TAX AND RULES OF IT5 FILLING

INVOICE-FACTURE ¥ _ dd. "__ " (1)
CORRECTION N dd. "__ " (1la)
Seller (2)
Address [2a)
Seller’= INH/KPP (2b)
The shipper’s name and address [3)
The consignee’=s name and address (4)
To payment document N dd. (o)
Buyer (&)
Address (6a)
Buyer’=z INN/EFPP (&)
Currency: name, code (7}
Hame of TUnit measure Price Cost of Includ | Tax Tax Cost of Country of Humber
goods Cuantity [rate) goods ing the | rate amount goods origin of goods | of
(works, code Symbol (na | (volume) | per unit (works=, amount for the (works, digital | Short custom
zervices) tional) services) |(of buyer zervices) | code title declar
excluding | excise including ation
tax duty tax -
total
1 2 Za 3 4 5 & 7 8 ] 10 10a 11
Total of payment X
Head of the Chief accountant
organization or another or another
authorized person authorized person
(3ignature) (full name) (signature} (full name)
Sole proprietor
(gignature) (full name) (details of state registration

certificate of =zole proprietor)
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Attachment 4. Cargo Customs Declaration (SAD)

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 5. Import Invoice

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 6. Invoice-facture. Purchasing of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 7. Act. Purchasing of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 8. Bill for payment. Purchasing of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 9. Act. Purchasing of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 10. Bill for payment. Purchasing of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 11. Invoice-facture, consignment note. Purchasing of materials

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thesis
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Attachment 12. Invoice-facture for advanced payment. Selling of goods

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 13. Bill for advanced payment. Selling of goods

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 14. Invoice-facture, consignment note, waybill. Selling of goods

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 15. Bill for payment, invoice-facture and act. Sales of services

The case company considers this document as sensitive information. Thus, it is not published in the library version

of the thess.
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Attachment 16. Purchase invoice (import of goods) (process map)
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Attachment 17. Purchase invoice-facture for materials (process map)

START END
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Attachment 18. Sales invoice-facture with downpayment (process map)
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Attachment 19. Sales invoice-facture on prepayment basis (process map)
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Attachment 20. Schedule of interviews

Name of in- Company’s name | Interviewee’s posi- Date of Inter- Interview’s loca-
terview tion interview view’s tion
duration
Interview 1 Ruukki Rus LLC | Head of planning, 04.06.2013 | 1 hour Saint-Petersburg
purchasing and
transportation
Interview 2 Ruukki Rus LLC | Customer service 05.06.2013 | 1 hour Saint-Petersburg
specialist
Interview 3 Ruukki Rus LLC | Finance specialist 17.06.2013 | 2 hours Saint-Petersburg
Interview 4 Ruukki Rus LL.C | Site Manager 19.06.2013 | 1 hours Saint-Petersburg
Interview 5 Ruukki Rus LLC | Customer Service 20.06.2013 | 30 min Saint-Petersburg
Specialist
Interview 6 Ruukki Rus LLC | Customer Service 20.06.2013 | 20 min Saint-Petersburg
Specialist
Interview 7 Ruukki Rus LLC | Senior accountant 20.06.2013 | 20 min Saint-Petersburg
Interview 8 PF SKB Kontur | Head of Diadoc pro- | 03.07.2013 | 2 hours Saint-Petersburg
ject in Saint-
Petersburg
Interview 9 Ruukki Rus LLC | Planning&purchasing | 04.07.2013 | 10 min Saint-Petersburg
specialist
Interview 10 | Ruukki Rus LLC | Stock controlling 04.07.2013 | 20 min Saint-Petersburg
specialist
Interview 11 Ruukki Rus LLC | Transportation & 04.07.2013 | 15 min Saint-Petersburg
customer trainee
Interview 12 Ruukki Rus LI.C | Chief accountant 11.07.2013 | 1,5 hours | Saint-Petersburg
Interview 13 | Ruukki Rus LLC | Finance Specialist 18.07.2013 | 20 min Saint-Petersburg
Interview 14 | Ruukki Rus LLLC | Finance Specialist 18.07.2013 | 1 hour Saint-Petersburg
Interview 15 | Ruukki Rus LLC | Finance Specialist 30.07.2013 | 30 min Saint-Petersburg
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