Tax XML Overview

In order to fully understand the importance of information interchange standards in the tax domain it is necessary to fully understand the tax administration process, the scope of tax, main participants and current status of the standards that are important for tax and tax related activities.

· What is Tax XML?
Tax XML is an initiative to produce a standard specification for tax information interchange utilizing extensible markup language (XML). The individual and corporate taxpayers, government administrations, consulting firms and solution providers communicate tax information for the purposes of tax administration and compliance.

· What is the process of specification development?
The Tax XML specification development will begin with the research and analysis of domestic and international tax processes, generation of process and information models, compilation of tax vocabulary, and documentation of business and technical requirements.
· What is tax administration and compliance?
The tax administration and compliance domain can be organized into several categories of activity:

· Tax Legislation – Enacting tax legislation that create or alter tax liability requirements

· Tax Planning – Analysis and planning for the minimization of tax liability.

· Tax Registration – Registration with a tax authority for certification or rights to collect and pay taxes within the authority’s jurisdiction.

· Tax Calculation – Calculation of the tax liability of events and circumstances that are defined as taxable under the law.

· Tax Filing – Submitting reports of events and circumstances relevant for tax calculation and collection within a period of time to a tax authority.

· Tax Remittance – Submitting payment for outstanding tax collected and tax liability.

· Tax Distribution – Distributing tax funds collected to tax jurisdictions

· Tax Audit – Examining taxpayer compliance with tax liability requirements

· Interagency Collaboration – Tax and taxpayer information sharing among participants of trade block, tax administrations.

· What is the need for Tax XML Specification?
The needs and complexities of tax information interchange are ever growing. The expectations of quality, performance and value-added services on the part of taxpayers, governments and solution providers are rising as well. In order to produce a meaningful, practical and extensible specification of interchange formats OASIS formed the Tax XML technical committee. 
The political organization of various countries requires tax information interchange among the federal and local jurisdictions, providers of enterprise resource planning and commerce solutions need to interface with the tax solution providers for compliance and value-added services, tax agencies are required to interact with the tax payers in areas of tax registration, reporting, remittance and audit.

· What is the scope of Tax XML?
The interchange of information for tax compliance involves many participants including businesses, governments, financial institutions, legal services, solution providers, etc. that are involved in one or more of the many aspects that make up the tax compliance domain. There are numerous tax types, tax jurisdictions, industry types that introduce variations, complexities and requirements to the tax information sharing process. All of these are included in the process modeling, collaboration, and specification of Tax XML technical committee.
· Who is participating in Tax XML development?
The OASIS Tax XML development team is represented by international tax administrations from Australia, Europe, North America, worldwide premiere software solution providers like SAP, Oracle, IBM, Vertex, Microsoft, international consulting and audit firms, such as PriceWaterhouseCoopers, KPMG, IBM and so on.
· Who will benefit from the Tax XML and how?
The benefits envisioned will include dramatic reductions in development of applications and interchange standards for software vendors and tax agencies alike. Optimization of interagency tax information interchange, receipt and processing of information and provision will improve the value added services. Additional benefits for the tax solutions and service providers due to more flexible interchange formats and reduced development efforts. Lastly, E-Commerce, CRM, payroll, financial and other system developers will enjoy reduced integration costs and schedules when integrating their systems with tax reporting and compliance systems.
· How does this work compare with related efforts at other standards organizations?
Numerous standards groups and organizations are engaged in definition of information interchange protocols that should improve collaboration and sharing of information among individuals, systems and applications. Many of the areas have various tax related consequences that would be addressed by Tax XML. For example, ebXML and UBL are looking at standardization in the area of electronic commerce, thus an exchange format for support of indirect taxation of E-Commerce transactions (Value Added or Sales Tax) is required. All enterprises are required to compute, collect and report various tax on income, payroll to employees, consumption of goods and services. Tax XML will address all of these topics and more in collaboration with the abovementioned organizations.
· When will this specification be completed?
The incremental approach has been selected by the members of Tax XML to address the short-term needs and initiatives of various participants, as well as produce a comprehensive, extensible and practical specification.
The scope and priorities were identified and are being addressed by the business and technology groups of Tax XML.
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Figure 1. Tax Administration Overview

As outlined in the OASIS Tax XML technical committee charter, the tax administration can be divided in the following functional areas (see Figure 1). For the purposes of this white paper the functional areas of greater interest would include Tax Legislation, Tax Filing, Tax Remittance, Tax Distribution and Tax Audit. These areas could be characterized as driven by the tax agencies. Namely, the rules and requirements are identified and put forth by the agencies themselves. The tax information is being shared between two tax agencies (Government to Government, or G2G), or tax agency and the taxpayer (Government to Constituent, or G2C).

Tax Domain is Global
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Figure 2. Tax Domain is Global

Further analysis of the tax domain also reveals that different countries have similar tax types. Even though some may be called or determined differently the main one would include Direct Tax (Personal or Corporate Tax, Property Tax, etc.) and Indirect Tax (Sales, Use or Value Added Tax, Excise Tax, etc.). Moreover, in the era of global commerce the tax agencies have an increased need to share tax-related information. Thus, the tax domain and the associated information are truly global.
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Figure 3. Tax Domain Participants

For a tax information interchange standard to be useful and practical it is necessary to determine all of the major providers and consumers of the tax information.

The Figure 3 depicts that in addition to the more obvious tax domain participants, such as governments and the taxpayers, the financial institutions that participate in the areas of tax remittance and tax distribution of funds are interested in the tax information from the perspective of payments. It is hard to imaging the tax compliance without use of information technology. Thus the tax solution providers are an important part of the model and should participate as the enablers of the tax information interchange.

Additional parties that frequently exchange the tax related information are consultants and lawyers. The areas of tax administration that are of higher importance to these two groups are Tax Legislation, Tax Planning and Tax Audit.

Standards Collaboration
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Figure 4. Standards Interoperability

In Figure 4 outlines the areas of collaboration of various standards, which should be considered along with the OASIS Tax XML. The Indirect Tax area of interest includes such standards as ebXML, OAGi, RosettaNet, and OASIS UBL.

The supporting standards that should be considered as providers of fundamental structures such as names, addresses, units of measure, currencies, etc. are ISO, OASIS CIQ, ebXML core components.

Financial transaction that could drive the Tax Remittance, Tax Distribution areas of taxation as well as benefit from availability of tax related standard would include OFX, XBRL, ISO 15022 and other global financial standards.

The OASIS LegalXML can be considered for establishment of a liaison when it comes to tax information exchange for court cases, disputes and other instances.

The overarching standards, which will drive e-Government standardization and should be considered, are the OASIS e-Government, OECD.

XML Standards Development

XBRL

Representation: XBRL International is made up of over 170 global companies, including the world’s leading accounting, technology, government and financial services bodies. 
Scope: Electronic format for simplifying the flow of financial statements, performance reports, accounting records, and other financial information between software programs.

Coverage: Global

Audience: Management, investors, regulators, and all of the participants in financial markets

Deliverables: Specifications, taxonomies, instance documents

Status:
Specifications

· XBRL 2.0a - 15 November 2002

· Versioning – 1 October 2002

· Rule Base – 1 October 2002

Taxonomies

· GL  - The Journal Taxonomy

· Global Common Document Taxonomy

· Accountants Report 

· Financial Reporting for Commercial and Industrial Enterprises

· General Concepts

· Management Report

· Notes and Management Discussion and Analysis

· Primary Terms

· SEC Certification

· US GAAP - Commercial and Industrial

Web Site: http://www.xbrl.org/

OASIS UBL

Representation: Sun, Boeing, HP, LMI, France Telecom, Oracle, Commerce One, PWC, SAP
Scope: All industry sectors and domains of electronic trade

Coverage: Global

Audience: Solution providers, electronic marketplaces, trading partners, etc.

Deliverables: A coordinated set of XML grammatical components that will allow trading partners to unambiguously identify the business documents to be exchanged in a particular business context.

Status: UBL 1.0 Beta Content submitted for public review: 

· Order 

· Order Response (simple) 

· Order Response (complex) 

· Order Cancellation 

· Dispatch Advice 

· Receipt Advice 

· Invoice 

Web Site: http://www.oasis-open.org/committees/ubl/

OASIS CIQ

Representation: MSI Business Solutions, XML Global Technologies, Ascio Technologies, Microsoft, Vertex, Journée Software
Scope: To deliver XML standards for customer information management to the industry.

Coverage: Global

Audience: Providers of Customer Information Management Systems such as Data Warehouses, Operational Data Marts, CRM/e-CRM, Postal strategies, etc.

Deliverables: xNAL, xNL, xAL, xCIL and xCRL Standards as W3C DTD and W3C Schema 

· XML Examples using the Standards

· Detailed Documentation of the Standards 

· FAQ 

· Industry support to the Standards 

· Version History 

Status: Completed

· Extensible Name and Address Language (ver:2.0-final)

· Extensible Name Language (ver:2.0-final)

· Extensible Address Language (ver:2.0-final)

· Extensible Customer Information Language (ver:2.0-final)

· Extensible Customer Relationships Language (ver:1.1-final) 

Many adopters

In progress 

· Security

· Standard API’s

· Marketing

· Universal Postal Union (UPU) Templates 

Web Site: http://www.oasis-open.org/committees/ciq/

OASIS e-Government

Representation: Ontario Provincial Govt, Booz Allen & Hamilton, e-Envoy Office, Sun, Microsoft, BEA Systems, LMI, Vertex, Department of Navy, SAP, US Dept of Justice, Ontario Government, Fujitsu, UK Ministry of Defence, Commerce One, Republica, Novell, Netherlands Tax and Customs, Software AG
Scope: To provide a forum for governments internationally to voice their needs and requirements with respect to XML-based standards

Coverage: Global

Audience: Governments Internationally, consultants, solutions providers

Deliverables: To be determined

ASC X12 TIGERS

Representation: Federal and Local Tax agencies; Solution providers
Scope: Tax filing for various tax types

Coverage: USA

Audience: Governments, Taxpayers, Solution Providers

Deliverables: File layout specifications, best practices, project implementation guidelines.

Status:
Federal and State Employment Tax (FSET)

TS 158 for Mobile Telecomm Sourcing Act (MTSA)

Streamlined Sales Tax Project (SSTP) 

· Registration

· Returns and Remittance

Web Site: http://www.taxadmin.org/fta/edi/

