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Introduction

If you've read our Essential Guide to Tax ID Validation, you know the benefits,
challenges, and real-world examples of validation.

What the Essential Guide to Tax ID
Validation covers:

An overview of what tax ID validation is

7 benefits for tax, finance, and product teams
11 challenges to watch out for

4 real-world examples we've encountered

If you're new to validation, it's an excellent pre-read for
this more tactical guide.

Download now

Field-tested ideas are useful; a clear framework helps you actually put theory into
practice. The following three steps evolve everything we've covered previously into
a repeatable plan covering risk, flows & timing, and revalidation and evidence you
can start to develop your own strategy.
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Steps to build your own
validation approach

Nearly every business will approach tax ID validation differently.

Your unique validation requirements depend on where you operate, how much
risk your industry can tolerate, and what your customer journey looks like. A global
Saas provider with recurring billing will not face the same challenges as a fast
fashion company relying on frictionless impulse purchases. Even product pricing
can change the stakes: adding milliseconds to checkout in high-volume, low-
margin industries can cut conversions, while high-value B2B deals often warrant
stricter checks and more evidence.

Because of these differences, there is no single model that works for everyone.
Instead, the right strategy is one that balances compliance obligations with
customer experience and operational realities.

With that in mind, the following three steps will help you translate these
considerations into a practical plan for validation: assessing risk by region,
implementing flows that fit your business model, and deciding when and how to
revalidate.

. Implement Identify when
N validation to revalidate
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Steps to build your own validation approach

Step1l: Determine your regional approach based on risk
The way you validate may vary based on your business’s desire to take on risk. By
using a risk-based model, you can identify what validation approach your business
needs to take in the regions in which you operate. This enables your business to:

Reduce friction by limiting intrusive validation checks for low-risk cases
Prioritize compliance if the risk of error, penalty, or audit exposure is high
Scale efficiently by automating real-time validation where most needed

Consider the factors that affect the risk profile of a transaction or counterparty:

Risk factor

Impact on validation

Jurisdictional
requirements

Countries like Spain, Egypt, Brazil, Slovakia, and Italy mandate frequent
or real-time validation. Non-compliance leads to invoice rejection or
penalties.

E—invoicing Markets with continuous transaction controls (CTC), such as Mexico or
mandates Italy, require real-time accuracy to avoid rejected submissions.
Transaction High-value transactions amplify the risk of financial exposure if a tax ID
value is invalid.

Customer/ New counterparties, sellers on platforms, or businesses in regulated

supplier type

sectors may warrant higher scrutiny.

Data
volatility

Certain markets or industries experience higher rates of tax ID churn
(e.g., mergers, deregistrations, or fraud suspensions).
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Steps to build your own validation approach

Global risk tiering

To put this risk-based validation strategy into motion, we've grouped countries

by their regulatory stringency, enforcement level, and technical requirements for
validation. Use this as a starting point to identify what validation approach is best,
focusing on your highest priority regions.

Risk tier

Examples

Recommended approach

High risk

Real-time
enforcement,
strict penalties,
or high churn
rates

Medium risk

Periodic
validation
expected, strong
enforcement
but fewer real-
time mandates

Some risk

No mandated
real-time checks
but validation

is still best
practice

Egypt, Brazil, Slovakia, Italy,
Mexico, Turkey, India, South
Korea, Chile, Malaysia,
Argentina, Colombia, Ecuador,
Dominican Republic, Costa
Rica, Panama, Guatemala, El
Salvador, Romania, Serbia,
KSA, Indonesia, Vietnam, China

Germany, Denmark, France,
Spain, Australia, South Africa,
Poland, Netherlands, Rwanda,
Kenya, Tanzania

United States, Canada, Japan,
Singapore, UAE, Switzerland,
UK

Real-time validation for
every transaction
Frequent revalidation
cycles (daily or weekly)
Automated timestamp
logging for audit evidence

Instant validation at
onboarding and key profile
updates

Scheduled revalidation
monthly or quarterly
Event-driven checks for
high-value transactions

Batch validation for data
hygiene (quarterly or semi-
annual)

Event-driven revalidation
for profile changes or high-
value deals

Maintain timestamped
records for audit readiness
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Steps to build your own validation approach

S o 28 Implement validation

Once you know which regions require what level of validation for your business,
it's time to define how and when you will validate. Treat validation as a continuous
process, balancing compliance requirements, actual operations at your
organization, and your desired user experience.

Bulk validate all existing data sets

Before launching new workflows to collect and validate tax IDs, you need to
establish a clean, reliable baseline of your current records.

Validating existing customer and supplier tax IDs ensures that what sits in your
systems today is accurate and compliant.

This prevents inherited errors, like expired VAT numbers, incorrect country codes,
or invalid formats, from carrying forward into transactions, filings, or audits. By
starting with a cleansed dataset, every subsequent process in the indirect tax
lifecycle becomes more accurate and efficient.

Create flows based on key triggers

When your business initially validates a tax ID largely depends on how a
transaction is made: self-serve or sales-assisted.

Self-serve checkout: Create a flow to validate at checkout before showing a tax-
exclusive price or confirming the order.
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Steps to build your own validation approach

Real-time checkout flow

Self-serve checkout: Create a flow to validate at checkout before showing a tax-
exclusive price or confirming the order.

Start position

Select
non-business

Product Customer
@ checkout _) B2B? _>

%5'7 B2C
customer

Select
business

O Stop, send
éga back to

B backt Happy path

Instant/
synchronous
TIN validation

TIN not O B2B customer
Risk found ' Validation
path? (_ successful? ) / i HIGH

Temp B2B

55> account>
©  TIN follow up

Option A

Higher risk

Option B /_\ CONFIDENCE

£} Asynchronous

TIN
@ validation

CONFIDENCE

B2B customer
> validation | ¢ ° —_confirmed
successful? | 7 HIGH

TIN
incorrect

Optional fuzzy
matching

Block Name +
o checkout address
matches

records

Yes

== flow, follow up

Asynchronous TIN validation takes on average 2-3 seconds. A business that wants
to ensure checkout is as fast as possible (like impulse purchases and shopping
often done on a mobile device) will likely prioritize speed in checkout, so avoid
the optional Asynchronous validation in favor of sending the user back to the
checkout page or assuming some risk by following up on the TIN validation

after the purchase. On the other hand, the path for highest confidence may be
preferable for a business like an enterprise software company, where pricing is
not typically instant.
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Steps to build your own validation approach

Customer onboarding and

account changes flow

Sales-assisted: Create a flow to validate when a new business account or seller is

created and a tax ID is first collected, before an invoice is produced.

Start position

Customer

€0~ Stop, send

Least risk

Risk
path?

A

Higher risk

Temp B2B

©  TIN follow up

o®& onboarding
[lTJ or account

detail change

<_

Customer
) B2B?

Yes

successful?

Yes

Name +
address
matches
records

No
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Happy path

B2B customer
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Fonoa



Steps to build your own validation approach

Find missing tax IDs

In some cases, the challenge isn’t validating a tax ID provided by the user; it's that
the tax ID is missing or unreliable at the point of capture.

When you need to find a tax ID, a reverse search allows you to cross-reference
another reliable data point (e.g., business name or registration address) to identify
the corresponding ID.

By embedding a reverse search flow into your validation toolkit, you reduce
friction at the point of capture, avoid repeated outreach to counterparties, and
increase your coverage of validated records, even when tax IDs aren't volunteered
upfront.

This approach is especially valuable to:

Onboard sellers or suppliers who may not know their tax ID number off-hand.
Clean legacy master data where tax IDs were collected inconsistently.
Reconcile AR/AP records where you only have names from invoices or
contracts.
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Steps to build your own validation approach

Reverse search flow

Start position

Customer
o7 onboarding

WJ or account
detail change

B2C

No .
Customer o)
o B2B? > V customer

Yes

{cO— Stop, send

O Collect billing
58; back to form

=~ information
@/ (TIN missing)

Happy path
Least risk
i<k No Search for
ui | € | mans
A
Higher risk Yes
B2B customer
© © Temp B2B High name Yes o confirmed
[ 55> account> matching _» ‘= HIGH
?
©  TIN follow up score: CONFIDENCE
No
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Steps to build your own validation approach

Determine timing (instant, scheduled, or hybrid)

Timing is one of the most important factors in a tax ID validation strategy. As you
will have defined in your risk framework, some jurisdictions you operate in may
legally mandate real-time checks; for example, Slovakia, where VAT IDs must be
validated for every transaction, or Egypt, where TRN and UIN checks are required
before processing digital service transactions.

In regions with more flexibility, regulators accept periodic or batch validation as
long as your company can demonstrate that you've taken “reasonable steps” to
keep your records accurate and up to date.

Most organizations find that a hybrid approach offers the best balance of

compliance, operational efficiency, and user experience:

Instant validation prevents bad data from ever entering systems and ensures

compliant invoicing from day one.

Scheduled or batch validation keeps records clean over time and detects issues
like deregistrations or compliance suspensions.

Instant Schedule (batch) Hybrid
Validation Validation Approach
When to use Onboarding, Daily, weekly, or Combines instant
checkout, or monthly cycles checks for high-risk
invoice creation events with periodic
batch updates
Ensures real- Efficient for large Balanced
Advantages time compliance; datasets; less compliance and
prevents invalid system pressure; efficiency; proactive
data; smooth maintains data issue detection
audits
Dependent on Issues may go Requires planning
Considerations  stable APIs, undetected and integration
possible latency until after across teams and
if systems are transactions are systems
slow processed

This approach ensures compliance without creating unnecessary friction for users
or overwhelming internal teams, making it the preferred model for multinational
organizations and digital platforms handling large transaction volumes.
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Steps to build your own validation approach

Sl ke B Identify when to revalidate

Validating a tax ID once is no longer enough. Tax IDs are dynamic, not static, and
can change for a variety of reasons: deregistrations, mergers, status suspensions,
or even fraud investigations. Official statistics show that up to 20% of tax IDs can
become inactive annually. Without regular revalidation, even well-maintained
records quickly become outdated.

If your business operates across multiple jurisdictions, building scheduled and
event-driven revalidation processes is essential to remain compliant and avoid
operational disruption.

Key triggers for revalidation

There are several common moments when revalidation should be performed to
keep data current and compliant:

Profile changes

Any update to a customer or supplier record, such as changes to legal name,
address, or corporate structure should automatically trigger revalidation. These
updates often indicate a change in tax status that could render an existing ID
invalid.

Billing cycles

Many organizations incorporate tax ID checks into their regular billing
processes, revalidating monthly or quarterly to ensure that invoices are issued
against active, valid IDs.

High-value or high-risk transactions

For large transactions, or in high-risk jurisdictions like Brazil, Slovakia, or Egypt,
revalidation at the point of transaction reduces the risk of invoice rejection or
audit penalties.

Regulatory requirements

Some jurisdictions, such as Slovakia, explicitly require validation for every
transaction. Others, like Denmark and Germany, expect businesses to retain
timestamped proof of periodic checks as part of their audit trail.

Data quality initiatives

Businesses often schedule bulk revalidations during periodic data-cleaning
cycles to ensure that master records remain reliable.
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Steps to build your own validation approach

Approaches to revalidation

Approach When to use Advantages Consideration
Event—driven Triggered by Immediate updates; Requires strong
revalidation changes to minimizes risk of non- automation and

profiles, high-value compliance integration

transactions, or
compliance flags

Scheduled Performed at fixed Ensures consistent May miss changes in
(batch) intervals, such data hygiene; simpler between cycles
revalidation as monthly or to implement

quarterly

A hybrid approach would entail scheduling regular batch revalidations to maintain
clean records, while also triggering on-demand checks for events or high-risk
activity.
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Steps to build your own validation approach

Revalidation flow

Start position

Batch

revalidation
starts

=]

Risk path
) f_)f"(—);} TIN
@(_J validation
0 F Contact
customer
%
= to check
details
Low risk
No Yes Name +
Risk Validation address
path? ¢ successful? —> matches
records?
No risk

Reclassify No

customer
as B2C
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Checklist to get started

We've gone into detail on the core steps of building a validation strategy, but
success also depends on the work around them. The checklist below brings some
additional steps together in an end-to-end project plan so you can turn strategy
into execution.

Pre—work

Set the policy. Define scope, goals, owners, and a quarterly review cadence.

Define the data to collect. ID type per country, legal name, entity type,
address, country, and reason for tax treatment. Allow secure upload of
supporting evidence when needed.

< [«

Choose sources and tooling. Decide where you will check IDs: VIES where
relevant and local databases wherever available. Use a single service to
centralize these sources, automate retries and scheduling, and capture
evidence across regions. Tools like Fonoa do this while offering a single API
endpoint and a dashboard to run validations manually individually or in
batches.

1<

Step 1:

Tier risk. Group countries and flows into high, medium, and low risk based
on mandates, clearance or CTC regimes, transaction value, counterparty
type, and data volatility. Set a recommended cadence per tier: real time for
high, monthly or quarterly for medium, quarterly or semi annual for low.

<]
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<

Step 2:

Refine database with Master Database Management (MDM) exercise. Bulk
upload all current tax IDs in your database to address any invalid IDs.

Design validation flows. Place validation at onboarding and self serve
checkout, and at invoice creation for recurring purchases. Specify instant
checks where required and batch for hygiene. Define a provisional path
when services are slow or temporarily unavailable, with a clear “validation
pending” state.

Engineer the path. Integrate APl and batch jobs, set timeouts and retries,
add circuit breakers, queue when sources are unavailable, and alert

on failures. A centralized tool reduces custom connectors and ongoing
maintenance.

Log audit evidence. Store timestamp, request parameters, source system,
raw response, validator identity, decision, and retention period. Make
exports easy for audits.

Step 3:

Define revalidation triggers and cadence. Profile changes, billing or tax
reporting cycles, high value or high risk transactions, mandated per
transaction countries, and periodic data cleaning. Map each trigger to the
tiers in your risk framework.
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Launch plan

Pilot, then roll out. Start with one high risk region or product. Use a 30 60
90 plan to expand coverage and refine thresholds.

Measure and monitor. Track invoice acceptance rate, input VAT/GST
protection, audit cycle time, percent validated in real time, and exception
rate. Monitor latency SLOs and source uptime.

V]
]

7 Enable teams. Add checkout copy that explains why you collect IDs,
| playbooks for failed validations, and guidance for sales teams on proper
customer due diligence processes - including tax ID validation.

rules each quarter, add new sources as jurisdictions change. A tool like

7 Maintain and improve. Run periodic bulk revalidation, review tiers and
—l Fonoa helps keep policy, scheduling, and evidence in one place.
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About How Fonoa helps
Lookup

Why use Fonoa Lookup for tax ID validation
Supports 116+ countries with access to VIES and local country databases.
Reverse search finds unknown tax IDs based on company names.
Single entry point for tax ID validation across the entire globe.

Limitless scalability for rapid business expansion

Functionality

D/ Automates tax ID validation using official databases in real time,
not just format checks!

D/ Eliminates manual validation efforts, prevents fraud, ensures
accurate tax calculations.

M Enhances efficiency with automated data cleanup, bulk
validation, multi-layered validation, and standardized API
access; single APl endpoint for all countries.

[V] B2B/B2C determination

DV VAT/GST registration verification

Personal tax ID verification
(Social Security, National Insurance, Personal Numbers)

v|( Sole Trader support
(Freelance workers, micro businesses)
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Implementation

Go-live & fully
automated within days
With the API-based

Go-live on day 1 with
the Lookup dashboard
Validate hundreds of

integration requiring no
human touch

thousands of tax IDs in
batches

Pre-configured validation rules and a single APl endpoint.
REST API with compatibility for major ERP systems.

Technical onboarding assistance, dedicated support, and comprehensive
documentation.

Performance
= Automated fallback and retry mechanisms enable best in class uptime.

= Real-time validation with instant feedback.

Compliance
= Monitors regulatory changes and updates validation logic.
= Direct access to databases, multi-layered validation for accuracy.

= Validates ONLY from official government sources.

Monitoring and Support
= Centralized dashboard provides quick access to validation metrics.
= Real-time insights offer standardized error messages for fast fixes.

= Dedicated support team & SLAs ensure reliable assistance post-
implementation.
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Welcome to Fonoa

The platform to
power your tax
automation

The first global tax automation platform that lets
you validate tax IDs, calculate taxes, generate
compliant e-invoices, report transactions in real
time, and file tax returns—all in a single solution.

y Lookup m E-Invoicing

Instantly validate tax IDs in 116+ Report transactions and gener-

countries to ensure you're com- ate tax compliant e-invoices and

pliant with local tax regulations. credit-notes in real-time across
countries with one standardized
solution.

a Tax Data Sharing

Determine the right sales tax, 4 Simplify global reporting com-

VAT and GST treatment of your pliance—from DAC7 in the EU to

transactions globally with a single requirements in the UK, Canada,

solution. Australia, and more. We manage

the entire process securely and
seamlessly, from data prepara-

Returns ' _ tion to submission.
Automatically prepare, review and

submit error-free, VAT/GST and
sales tax returns everywhere from
one single platform.

Trusted by the world's leading digital companies

Uber teach:able 200Mm &) SQUARESPACE
BOlt Lime %:C\/—_ R remote INTUIT

) Learn how Fonoa automates your tax and compliance (@S eR
workflows for greater control and scale
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