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Cia.Hering

M HERING X HERINGKIDS DZ ARM

o o

716 retail stores in 8 industrial plants 5 thousands employees 140§
Brazil and 20 abroad (manufacturing) + US$ 345 millions in Cia Hering
2019

“ a Brazilian textile and retail clothing company”

The largest clothing franchise chain in Brazil



O Brazilian Tax System

* One of the most complex in the world;
* Intensive labor and manual work from tax departments;

* Different regulations: , and :

... the digital tax system is modern;
« SPED - Public Digital Bookkeeping System (created in 2007);

* In 2010, almost every organization were using electronic
invoices in XML;

» Tax compliance involve significant risks in Brazil

o (}\‘?‘"ﬁ.



>
® Opportunities & Motivation

O
: , (] = ‘o
* Shift from audit to audit;
* Manually invoice review process (sampling): i E
Cia. Hering and internal auditors couldn't know

exactly how many invoices were yet to be =) o
recorded (or other problems); =

« Challenges in the monitoring process (have relevant,
consistent and updated information)

o

’_:', i“;“"‘%;‘,‘;
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» Continuous Audit Implementation Process

Follow up
Definition of indicators for continuous monitoring in
conjunction with the business area

Project Maintenance and Execution Planning

Adjusting the script; Establishing priority areas

Project Execution based on risk assessment

Alignment with the Business Area A Process Evaluation
Treatment of exceptions; Follow : i i
P ACL Analytics Evaluating routines and'p'rocedures used by
up process the department; (i) Identifying controls already
implemented Understanding if the
department has sufficient systemic data
Pilot Test Scope Definition

Script writing and Testing Limitations and risks; i1) Frequency
application of the audits; iii) Opportunities

Crosschecking definitions




Flow of tax bookkeeping process until SPED submission
SEFAZ

: """""""""" Customer can |

Signed XML X ‘

Submutted for Approval (1n real time) retrieve this |

A information

(XML) |

NEF- CT- !

8000 per day Gﬂ‘«'-[EL] Dﬁ’fﬁ) 6000 per day i

Carrier Customer

Supplier
Creates a big, open government database of the real-time transaction, which became the
exogenous database that Cia. Herlqg used for its external data validation




Flow of tax bookkeeping process until SPED submission
SEFAZ
O S ey, 0=

Malha Fina Estadual

Relatorio de criticas e valores do més

Signed XML |

01/2019 10.539.774-1 Y filtros -ut !
2 v Para o contador serdo disponibilizadas apenas as Inscrices ¥ nm.E:\I Eﬂﬂ i
h ade.

Submitted fo SRR | “trieve this |

- - | nformation

Informacdes do Contribuinte NFE escriturada co
CPFICNPJ: I
78.876,05000110-25
1

Razio Social/Nome Pessoa : NFE escriturada co
CIA HERING
INFE escriturada cor

._..z.'._‘
3t
&

1

I

Contador EFD sem NFE comespondente :

HF_E mome: EFD para NFE de outro contribuinte i
8000 per da y — VW can com s ot s , .
MJ Escrituragdo dupicada de NFE | |
Dados da Consulta a NFE escriturada em més divergente |

I

|

I

I

|

I

Quantidade total de arquivos: Qual NFE escriturada com codigo do documento fiscal divergente
1 4244

[ Arquivo EFD sem registros C100
NFE escriturada com valor diferente reto de ICMS de Substtuic3o Tributaria

Supplier Carrnier Customer

Creates a big, open government database of the real-time transaction, which became the
exogenous database that Cia. Her| @ used for its external data validation

+ /4




Continuous Audit

o

GRC SAP

(XML)

SAP

Average 16
Thousand
XML/ day

(Bookkepping)

Eletronic Eletronic Carrier Receipt
Invoice SIGNATURE Invoice

No 000.096.32 No 000.096.32

Dats: Emission Data; | Dalivery Date: SIGNATURE

DANFE I

COMPANY LOGO o Acese Koy oo

No goonseaz Auth
Serie 1 e .

R

e tareta govid)

OPERATION TYPE: MERCHANDISE SALES

13160047613088 - 230320201 3:41:8

ification Number

tion Number (CNPT)

Name! Company Name EXAMPLE COMPANY EmisgionData
Adress Zip Code Entry Data
Admar Av. Example Dt corubi l 96.202-188 23032020
eipality State PN A% . H
Municipality ot | e o o State Id. Number out |
Tax Caloulats
= — n e Merchandise Valus

Tax base 0,00/ ICMS Value poo| T2 Base ICMS 8T | Value of ICMS ST g oo ™4 i
Camier C i N ; F - 2t Tnvoics Total Value

arrier Cost Dlwllnsunmc.cusl DIW‘DlscDunts 00| Otber Expanses | | 121 vae ] 20102 Total Value |

ATTIET ormation

; — T
Name' Company Name  Carrier Example Vehicle Plate | St2te
Adress District State  |'iate 1d. Number
| | | |
[ PRODIICTSE NEACRTBTION
[Can PROD) NCMYSH | CST | CROP | UbaiD QUANT |V UNITARID V_TOTAL BCICMS | v IOMS v Jaods[am
e wom| 30| us | k| oo s ——
paoouCT
DsCRITIONS

- soomolon| s | k| aoo|  som n»

Other Information

Approximate Tax: RS
18.85

XML Summary

<

nfeProc versao = “3.10”>

-<NFe>
-<infNFe versao = “3.10” Id = “43100(...)54010”

-<ide>
<cState>43</cState>
<cNF>0009632</cNF>
<natOp>MERCHANDISE SALES.</natOp>
<indPag>1</indPag>
<mod>55</mod>
<serie>1</serie>
<nNF>9632</Nnf>
<dhEmi>2020-03-23T13:41:40-03:00<dhEmi>
<dhEntry>2020-03-23T13:41:40-03:00<dhEntry>
<tpNF>1</tpNF>
<idRecipient>1</idRecipient>
<cMunFG>4315602</cMunFG>\




CHALLANGES

 Tax risk reduced in 57%
(2016 - 2019);

* 100% population review;

Collaboration between IT, tax
department and internal audit

Data extraction (layout and
* Preventive control; data access)

 Automated review;

. Script design
* Business area (tax P J

department) using as a
monitoring system;




The Brazilian Navy

US$ 6.5 billion Active Military (E?tggg) Non-Military Staff

(81,000) : (25,000)
70% only to payroll Pensioners
(63,000)

220 thousands
individuals

One of the oldest
organizations in Brazil



Payroll: nearly 220 thousand 50,000 to 200,000

(active and reserve personnel; modifications each month
pensioners)

e
Fore) e

+480 Military Organizations




. . \ ¢
O The timeline W
How

N
Datasets
were already
available for
auditors

2
a

X S !
hou'
ma( WY

Break the
paradigm

N\
P\
"« First meetings |
- about the =« Full population
implementation | analysis;
of CA

* ¢ Preventive (monthly
[ | and every three
months);

| 5 | y////4




O Brazi\ian Navy- Continuous Audit Process

Audit Planning

10

New monitoring
cycle

2

Download data
from External
Databases

9

Consolideted
Report

S

Import Data to
Idea

S

Response
Monitoring

4

Audit Trails
Execution

7

Audit Notes
Responses by the
MO

\. /

S

Analize of the
results gathered
from the
Execution of;
Audit Trails

6

Issuance of Audit
Notes with
possible
Irregularities
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Databases - Pavyroll

Brazilian Navy

Payrol Database
FPAG=

Brazilian Navy
Payrol Database 2

Death Database

ETL + Analysis

Audit Notes
“BIG DATA”

/4




Audit Trail Example

O

|NVENTARIO DE
DE AU D\TOR‘A

@ DEA

lysis Software

Brazilian Navy

Payrol Database Death Database

T ANES

Crosschecking information between databases (# Identification number)

TRILHAS

Audit Notes
Militaries that have died but
Are still receiving the payment

/4




RESULTS
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Results simultaneously or
in a short period of time
after the occurrence of a
relevant event;

100% population review;
Preventive audit;
Automated review;

Time and costs (remote
audits);

Internal auditors image
changed inside the
organization.

CHALLANGES

Training and IT knowledge by
the internal audit

Software licenses



o Future Paths for the Continuous Audit in
Brazilian Navy

 Audit intelligence department;

» Audcont software (follow up software develop internally)

AAAAAAAAAAAAAAAAAAAAAAAA

QTDE CASOS *




O Final Remarks

Tax X Payroll
Department
Public Military
Company ~ Organization
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