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EY analytics
The human element

http://www.ey.com/analytics
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Drivers of the new machine age of analytics
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4 Taxing authorities are using analytics.
Z . .
Az -4 Companies want better business/tax
< m s & . .

T— < integration.

S
—
—
—
I
oy
<440

Technology advancements make it
possible to gain insights from data.

J

Tax
authorities

Risk management
Cost reduction

Value identification

Clients
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Enterprise tax data management and
analytics
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Overview

Pleasant disruption
New foundations in data management:
Guiding principles
A new approach
Tax big data management:
Component layers of a big data solution
lterative approach based on value, needs and efficiency
Core feature functionality and how it relates to tax
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Defining tax data reporting and analytics

Tax-influenced
business
decisions

Data analytics often describes many

different activities: Discover business
trends

Monitor transfer

to audits

Monitor risks Track and manage effective tax

rate and cash tax rate

Track tax Prepare work papers

positions

Analyze accounts _
Review

transactions Tax big data management is
scalable, supports the entire
Load tax tax function and facilitates
process software business decisions.
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Big data

Four Vs in tax big data management

Four Vs Volume Velocity Variety Veracity
Direct » General ledger (GL) » Provision » Dozens of source » Reconciliation of GLs
documents systems to transactions
» Journal entry » Hundreds of GLs
adjustments » workpapers
Controversy » Multi-year transaction » Access to data > » Dozens of source » Accuracy to the
detail 3-10 years old systems tax return
» Accounts » Hundreds of GLs
payable(AP)/ » workpapers
accounts
receivable(AR)
International » Supply chain (order » Country to corporate » Foreign exchange » FXissues
to cash) level data access (FX) » Currency conversion
» Operational data » Corporate structures issues
» Country laws
Indirect » Sales tax » Point of sale » FX » Data quality issues in
» Value-added tax transactions » Exceptions transaction data
(VAT) (import VAT,
output VAT)
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Benefits of a big data solution

Tax functions

Benefits

Direct One view of all GLs, documents, adjustments from all sources
Ease of reconciliation between provision, return, uncertain tax positions
(FIN 48), Foreign Account Tax Compliance Act (FATCA), country-by-country
(CbC) reporting
Controversy Access to archived data across multiple years, all transactions from AR/AP,
including workpapers, GLs
Bridgeable between audited financials and source data
International Reconcile statutory to generally accepted accounting principles
(GAAP)/International Financial Reporting Standards (IFRS) to tax, including
FX impacts
Transparent legal entity ownership, transfer pricing, customs, base erosion
and profit shifting (BEPS)
Indirect Efficient surfacing of exceptions, data quality issues, return filings, absorption
of acquisitions
Potential to access all transactions across the enterprise
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Tax data dilemma
Traditional tax data flow (income tax)

Operations

5
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Buy D
< .

Invest §4—‘ l )
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Make «<—— Accounting/finance = 4)

Traditional tax data flow considerations: éﬁ,

General ledger is “general’.
Trial balance is only the starting point.
Tax calculations are based on detail.

e

Disallowances

Accelerations

Finance/accounting is in the business of
summarizing information, yet tax reverts to them
for more data.

Finance/accounting reverts to operations and

Intercompany

i

Reporting <

source systems.
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This Is what tax data management used to
look like ...
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management

|
Details transactions from distribution tables
| Details transactions from source systems

Source systems are not tax sensitized Numerous tools and technologies Limited data and document sharing capabilities
Summary and details exists in different systems No common delivery approach or tool Duplicate data requests

Data not 100% reliable No common data format Data owned by systems owners’ no proper governance
Limited standards established No format data quality process Multiple versions of truth

Poorly defined and documented metadata Limited standards established Ownership of data is not clearly defines
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Tax big data management and analytics

road map

Tax data management Tax process

solutions

Security, quality, controls, retention and traceability

Align
Systems of
record

Co/outsource/in-house
solutions and processes

Tax data and document repository
(on-premise or hosted solution)

Key performance
indicators, overviews
and collaboration

Managed tax service support

Enterprise Global Tax search
o Sl provision and
planning (ERP) compliance L Process views
: Supply chain w
Acquire Big data Store ! Taxplanning  reporting and Provision
and > Financial ! analysis )
conform Nonfinancial I _ Global compensation
Industry content i Tax audit
Benchmarks 5 management Statutory reporting
Social media E
Transaction ! Workflow, calendar, and
tax engine status reporting
LS Tax data analytics
—
? VAT Effective tax rate Forecasting
Court cases Other TBD media
— > content Credits and incentives Transfer pricing Cash tax
Audit
adjustments Statutory reporting Sale/use Income tax
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Old vs new paradigm

Solution
Traditional DW

Tax data management
services

Pros Cons

» Rigid standardized data model » Data mapping intense (total cost
»  Strict data standards of ownership and expense)

» Manages structured data >  Slowest time to market

»  Technology/resource availability ~ * Difficulty in handling unstructured

data requirements

Agile-based approach for rapid » Data marts, like traditional DW,

prototyping and development still needed

Faster time to market » Technology resources not as
Data extract and reporting similar readily available

to traditional data warehouse » Data governance is still required
approach

Reduced reliance on data
modeling

Provides a discovery component
Managed service or in-house
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Data analytics
Impact on tax management
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Embedding analytics across tax services

Analytics is not an
Isolated tax offering.

QO

Subservice
line

Analytics is the method
through which all tax
services will be

Analytics delivered.

Analytics is the future of
tax.
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Data analytics
Impact on tax management — VAT
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Data analytics: impact on VAT management
Global scope of VAT

b

Note that countries in yellow have VAT regimes. Countries in grey do not have VAT regimes.
VAT includes: GST/HST, ICMS, IPI, ISS, PIS/COFINS, municipal VATs, withholding VAT and various other similar taxes.

Recent VAT system introduction: Bahamas and Malaysia. India is currently debating a national GST regime.
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Data analytics: impact on VAT management
Impact on global companies

More effective and efficient
management of global VAT:
Process and risk reviews

|dentification of potential cash
tax savings

Optimization of working capital and
cash flow

Global dashboarding

Increased tax authority scrutiny:

More effective analysis including
remote audits

More in-depth scrutiny

Increased risk of exposures
and penalties
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Data analytics: impact on VAT management
Impact on professional services

Global VAT reviews

Planning | Accounting | Compliance |
Controversy

» Process and risk reviews

» Cash recovery/cash flow savings
reviews

» VAT function reviews

» ERP health checks (pre- and post-
implementation reviews)

New VAT regimes

Planning | Accounting | Compliance |
Controversy

» Pricing and predictive modelling to
assess the impact of the new
indirect taxes

Global VAT compliance
Accounting | Compliance | Controversy

» Preparation of VAT returns
» Global visibility
» VAT controversy

VAT and the tax function

)

?\eporting

/

A
%
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\management §
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Supply Chain planning
Planning

» Supply chain mapping and modeling

» Working capital/cash flow
management

Global finance transformation

Planning | Accounting | Compliance |
Controversy

» Implementation of new
ERP systems

» Adapting global ERP systems
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Data analytics: impact on VAT management
Scope of data analytics

Exposures
Unpaid VAT

Over-claimed VAT
Wrong rates
Process errors

Vat data analytics

Predictive data analytics

Dashboardin
J Supply chain management

Continuous data monitoring
Global visibility

Tax data market
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Data analytics - Impact on management of VAT
Scope of data analytics

Local purchase without VAT

Met Amount Transaction Count VAT |
€ -209,975,687 27,754 €-31,169,354
Local Purchase Without VAT Overview Local Purchase Without VAT Overview
_TranssctionT. D10 VAT Retur.. Mumber of Vien.. Manth of Peatig Date
€ 410,268,784 1 |
Salen Local Local B §' =
Local Sales EU  €126742208 3|y 2
3 |
Local Sabes non-. 120083 485 n E € .10,000.000
o r EU Sales 1,332,308 044 ne |4 £ . I I l
™ Sales to nonEU € 280 16,827 204 |1 i ol | [ A= A=
8’ Mon-EU Sales € 455228523 50 = .
Purchases Local. € 55,342 404 230 o g0 §0 0 3z £Z 3T 0 4 B0 Eg Eg
1 - g - E
L €-825843310 18 SR 2R 3R IR IR IR IR 3R ¥ ER 3% I%
o Local Purchases.. 2 £ -2:-§ 3 X g2 zﬁﬁg
Locol Purchases.. €57, TB8.973 "
& OpenSireetitap contributors EU Purchases  %-1,333035 115 523 = Furchases Local Local Local Purchases EU Il Local Purchases nan-EU
Details
AT _Busines.. AG_Busines.. BT _Client Ty C6Tax code CT Tax code des. D10 VAT Return Net . D11 Invoice VAT Amo.. 0132 invoice Gross A.. Transaction Count  Awg. I5 VAT percenta.. WAT |
BU Codel B Name1 ExXT TaxCodeBs TaxCode DescriDd €755 L] €-7 554 12 0.00 1,511 ot
TasCodsBS  TanCode DescrBd €. 530,477 €143 €530, 819 18 0.00 €108, 462 |
TaxCoceS0  TanCode Descri2 €.1,228 | €1,228 5 0.00 €245 i!
TasCoced!  TaxCode Descrdd € 5,525,362 LE:] €-5,505 451 ] 0.00 €-1,385,073 L3
TasCode8? = TaxCode Deserili €.77,351 0 €77, 351 254 0.00 15478
TasCodesd  TanCode Deseri0? € .50 707 BB L] €.92,297 582 8,792 0.00 €12,823.473
TaxCoces6  TaxCode Deserdd €.5.935 | €.3.535 [ 0.00 1787 _

The analysis of purchases posted without VAT provides a detailed perspective of the company
transactions, such as the countries/states of suppliers, type of purchase (local, import, etc.), month
of purchase, tax codes, number of vendors, etc.
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Data analytics - Impact on management of VAT
Scope of data analytics

Cancelled invoices profile — Process improvement

Timeline - Issuance of invoices - March/14 Timeline - Canceled document - April/14
Date of the nvoice Date of the invoice
p— 174,841
M
150K
GM
% E 100K
T M <
2972240 3,168 620
50K
M
1,328,268
oM 0K

3 4 65 6 85 M 12 13 16 1T 0 23 M ¥ 2T WM N 3 & g 10 14 11 16 17 20 24 25 T

Carceled docUmMent Der L

The company can analyse the timeline of the issuance of invoices (left graphic
above) along the month and the timeline of the canceled document (right graphic
above) on the following month. -

Additionally it is possible to identify the users that are canceling the documents
(right graphic).
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Data analytics
Impact on tax management : compliance
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Global data analytics services
Connecting the phases of the tax life cycle

Benefits

» Be proactive in seeking potential
issues and concerns that impact
your organization

Qepor ting

/ \\ » Generate insights to help you plan
for future taxes and resolve issues
Y
§ Tax » Take advantage of leading-edge
A tools to access data in real time

performance
management

» Build knowledge about your tax data
and prepare for tax controversy

» Deliver tax filings locally; manage
them globally

» Support your return to provision
analysis

» Plan your estimated tax payments
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Summary
Global tax data points

of local tax attributes

EY

Total Nondeductible Amounts

2.43% 10.70%
2328% $0.7M. 53 oM
$6.6M
Category
B Nendeductible Advertising
Nendeductible Professional Fees
Mendeductible Meals & Entertainment
B Nendeductible Repairs and Maintenance 63.59%
$18.0Mm

Meals and Entertainment [yellow represents nondeductible portion)
135,53%

$60,000,000

$40,000,000

$20,000,000
14.90%
525% -
50 s EEEES ke
Brazil China Canada Korea Australia

Research and Development

12,041,040 "
- Deductible R&D by Country

. R&D Statutory Financial Statement Disclosure
Total R&D per General Ledger

11,558,640

§10,000,000

5,000,000

3,876,628
1,945,884 1,787,726
——
50
Spain Czech Republic Singapore Korea Ecuador

100.00%

50.00%

0.00%

Global Tax Data Points - Sample Analysis

M&E as Pement of Revenue

Choose Tax Year

Net Asset Depreciation Adjustments (top 10 countries)

Brazil
. Country in Net Income Position

[l Country in Net Loss Paisition

italy _ 56,208,443

Australia

Singapore - §5,058,955
UK - 53,477,518
Hong Kong I51 017,890
China {51,772,579) .

s s [

(323M)  (320M)  (315M)  (310M)

Germany

Canada

Adjustment Amount &
Repairs and Maintenance

Country

Belgium §1,588,677 Isz,nza‘zz'/

Chile l 31,432,701
China Is1 383,530
I$B1 0,693

Italy 58,548,661

Canada

$3,664.089

S0 $2,000,000 $4,000,000 $6,000,000 $8,000,000

[2012

(35M) $0M 55M $10M $15M

_ 518,083,479

$20M $25M

. Mondeductible Repairs and Maintenance

Deductible Repairs and Maintenance

512,412,751

$10,000,000 512,000,000 314,000,000
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Values and
benefits

» |ldentification of

potential local cash
tax opportunities
requiring
investigation

Prioritization of
countries where
focus may be merited

Standardized
approach to identify
planning
opportunities applied
globally

Ability to measure on
a country by country
basis against key
performance
indicators
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Global tax payments process N

Tax

S =
Global tax payments <
X
Chooas Tax Year Tap EntyiCountty Lmi
EY Tax Payments ) g Values and
Tax Filing Interest and Penalties Tax Overpaid (Refund of Estimated Tax Payments) Taxes Paid on Loss Entities b e n ef I tS
E sigmoome. B — B ' e
: - mem » |dentify local entities
i pa . where potential cash
. ot flow can be improved
Fioo g 7 00 .
. g i — by not overpaying
- I 2 =5 estimated taxes or
i g P b = 8 where taxes are paid
cosi 5 . ; - for loss entities
£3 000,000 by z )
. 3 —_— 2 - » Provide enhanced
‘] o = 8 g2 : v EdE control and visibility
- 3 “TE g "2 3 over penalties and
NN EEEERERE 11313170 ¢4 NETEETEEE ' i i
A Fiid EE S 58 L Ll R i interest impacting

overseas subsidiaries

» ldentify potential US
reporting of items
such as foreign and
deemed paid tax
credit computations
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Tax risk management assistance

Country executive summary

Choose Tax Year Choose Country

EY Country Executive Summary - Mexico ) =) (Moo ___~
j Country Statistics - Mexico Current Audit Statuses
Statutory Rate 30.00%
In progress 14
Corruption Perceptions Index M0

Filing Status of Latest Filings in Mexico

Actual
Completion Date Company Deliverable Filing Status
127202014 MexicoCV. 8 Englsh Summary Completed On Time

Mexko C V. 9 English Summary Completed On Time
Mexiko C.V. 10 English Summary Completed On Time
Tax Filing Overview
On Time. | '
C On Time | 16
Past Planned Completion Date [N 1

Completed After Planned Completion Date IR 2
Past 'Early Warning® Date [N 1

Tax Controversy

|

Estimated
esolution

O
7N\

E : PN
— | |
%’a q"’\ R\:«/
S <

Values and
benefits

» Streamline and
standardize review for
tax risk assessment
and identification of
uncertain tax positions

» Eliminate redundant
data gathering

/%:mur.u Entity Name g:“l:cl Tax Type Audit Description :;::c :::u Date Initiated  Status gma .
ﬁl:maa ;.u-:nm rTnmme Commissions on purcheses :’;’é:"“ 2000 20120210  Inprogress 20150911 ; | 2 Identlfy |OCa| taX
Nicari XICO ox ax . ..
\ — LSPm s 20114208 nprogrem 20140716 planning opportunities
enStreetap contributors A
Fees, rents and interests Local Firm — n i3
Tax Return Items Memo (TRIM) for Entities in Mexico comespondng 0 FY 2006 and EY it o for further
Furniture and equpment Local Fim 2008 20111208 In progress 2014.07-16 ~ 1 1
Chooss ity . Db Nt o consideration
The amount of provision for restructuring of NN 30,000,000 (indivicdual Click green arrow to open detailed tax alert in browser
Select Questi dismissals) was deducted for tax purpose We concur with this position Tax Type Date Published =. Introduction
e s P o e i e oy S | TN W e e 12| P Oty abreast of local
© 2-Sigalicent loeues D s g e s I 1022014 Mexkco issues Fith Amencment to Miscelanecus Tax Resoltion tax Controvers and
O3 R othsnasmy '",‘“""“”"“""""9.' WN‘WF‘"!”,"?.."&?:”“' Asmomss Mexican Tax Authorities publish new requlabons regarnding the deducbbilty of pro rata expense 5 y
tax developments
» Access local finance
and EY member firm
country resources
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The future tax professional

Page 27 The new machine age of analytics in Tax EY



We need resources with the competencies to
embed and consume analytics in our services

"Whenever new technologies ... enter the market, they present an enormous
opportunity but create another skills deficit to fill."

— Mike Merritt-Holmes
CEO Big Data Partnership

Analytics delivery Analytics consumption
m{m m{mn [ m{m m{mn
M ) e M ) ) ¥ir
Analy.tics Auditors Consultants Ta?< Transa_cnon
professionals professionals professionals

Data capture Professionals with an analytics mindset

Analytics innovation

Analytics planning

and coordination
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We need resources with the competencies to
embed and consume analytics in our services

Competency

Analytic professional Tax professional

Data Analytics Analytics planning and
capture innovation coordination

Execute the process to efficiently
and cost effectively obtain client
data by establishing repeatable
capture methods

» Understanding and
experience with various
techniques for extracting data
from client systems

Design and build process and
sector specific analytics that
align with our respective service
methodologies

» Understand the delivery
process, methodology and
objectives

» Skilled at designing and

Assist engagement teams with
developing analytics plans and
coordinate analytics delivery

» Executing the end-to-end
analytics process

» Creating client-specific plans
defining nature and scope of

Professional with analytical
mindset

Integrate analytics into the
service delivery process using
analytics to high quality work
products and insight

» Core experience
complemented by an
understanding of the impact
of analytics on each phase of

»n » Knowledgeable on data building analytic models analytics service delivery
E structures with key ERP » Understand the flow of data » Identifying the client data » Understand the flow of data
n systems through business processes needed to support the plan through key business process
» Experience managing the on common ERP or business  » Coordinating the delivery of and key account relationships
transfer, reconciliation and systems analytics to the engagement
validation of large data sets » App design and programing team
experience
» Basic accounting and finance » Programming » Project management » Business information systems
% » Data structures and big data » Data management » Strong communication » Business process and
8 » Business information systems » Data visualization » Service delivery methodology transactions flows
Ele Extraction tools and » Data science and statistics » Analytics application » Business analytics
o) techniques
c
X
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Questions and/or comments
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EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build
trust and confidence in the capital markets and in economies the
world over. We develop outstanding leaders who team to deliver
on our promises to all of our stakeholders. In so doing, we play a
critical role in building a better working world for our people, for our
clients and for our communities.

EY refers to the global organization, and may refer to one or more,
of the member firms of Ernst & Young Global Limited, each of
which is a separate legal entity. Ernst & Young Global Limited, a
UK company limited by guarantee, does not provide services to
clients. For more information about our organization, please visit
ey.com.

About the Ernst & Young Academic Resource Center

The Ernst & Young Academic Resource Center (EYARC) is an
innovative collaboration between faculty and professionals to
support higher education. The EYARC develops and provides free
curriculum resources and other educational support to address
leading-edge issues impacting the accounting profession. The
EYARC is yet another example of the commitment of the global EY
organization and the Ernst & Young Foundation to the academic
community. The Ernst & Young Foundation is a 501(c)(3) tax
exempt corporation associated with Ernst & Young LLP, which
funds the Foundation, together with its present and former
partners, principals and staff.

© 2016 Ernst & Young Foundation (US).
All Rights Reserved.
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