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Agenda

The need for Tax and Trade departments to add value
Global Trade management

* Overview/Current trends

 The importance of data

* The need to centralize

e Automation opportunities/analytics

* Global Trade — a value added function

Global Indirect Tax management

* Overview/Current trends

e Leveraging automation

* Global vs. local

o Data analytics to drive value
e Closing
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Increasingly dependent up

Analytic tools give tax and trade true business insight and decision making
ability

Automation tools facilitate calculation of taxes, duties and filing of returns

Data warehouses give tax departments ability to retrieve historical data
without IT support and conduct predictive data analytics




Tax and Trade departments must add value
Tax and Trade must be integrated business partners
for the organization

Tax and Trade
N delivers
enterprise value
through each of
the drivers
Sources Shan. < Enhancin
i ab/Ing GIObal Tax and Trad® efficiencyg

tax and

1\ Delivering
trade value

’ / cash savings

Enabling Global Trade Valu®
Mitigating
tax and trade risk

Enabling Indirect Tax Valu®
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Global Trade management
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Global Trade trends
Pressures, concerns an

d drivers

Enterprises are facing multiple pressures that are driving review and evaluation
of their Global Trade Management practices and policies

Figure |: Pressures driving Global Trade Management and GTC

Growing global operations (sales,
purchases, distribution networks, etc.)

The need to improve operational
inefficiencies due to incomplete visibility

Growing complexity of securty
regulations for intermational trade

Growing risks associated
with non-compliance

Delays and disruptions in
the supply chain process

Growing complexity of other (non-security)
regulations for intermational trade

0%
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Opportunities and value

Centralization and Automation are critical components for the top global trade
compliance improvement strategies

Figure 2: Top Strategic Actions to Improve GTC

e eiriite i ol "E"a"‘“e“t— 32%
productivity and visibility using new technology

Improve productivity of the trade compliance _ 3207,

department by streamlining processes |

Centralize the trade compliance function _ 28%

across the enterprise |

Utilize or collaborate with GTM 50
services providers

Move toward a paperless GTM process 2404
with improved visibility

0% 5% 10% 15% 20% 25% 30% 35%
Fercent of Respondents, n = 136

Source: Aberdeen Group, September 2010
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The pervasive nature of Global Trade data
The importance of data and cross-functional links

Key business processes Key functional groups
o B

New part ’

intro/retireme

Source to pay . Q

-

&

%
Plan to fulfill @
Service to satisfa.

Every time a product crosses a border over 50 data elements
need to be reported to the Customs Authorities

Master data (customer, mate

Sales

Or

Logistics and rever

Su

Man

HR (recruit, t

W@
, Inbound processing and invent
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Connecting the dots - the need to centralize

Current state of the Corporate Trade Compliance
function

Inefficiencies within the Global

Trade function
A lack of standardization makes it
difficult to gather data needed for trade
processes

» Siloed regions, organizations and
functions yield redundancies that make

1 Global 3 Regional trade management particularly

headquarters headquarters 11 Factories complex and costly

- :HI Inefficiencies throughout the

organlzatlon
The global trade function must be
linked to various other functions within
the organization such as:
Manufacturing, engineering,
operations, logistics, sales, accounts
payable, etc.
30 Customs » Even within a region, linkages between
50 Distributors 15 Warehouses brokers functions may be absent
» Independent operations within an
o S organization further increase difficulty
in obtaining needed information and
data for effective trade management
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Connecting the dots — the need to centralize
Centralization increases compliance and reduces
risk

The cost of redundant processes and the need for data analysis

Opportunity Value Root cause
Harmonized tariff code « No centralized/regional process or
Management - - control

. Red%ce redundancy Immediate savings $SM -, No single source of data

 Mitigate risk * HTS assigned at border

: : : . * No process for SLA with suppliers
Improve supplier documentation Immediate savings S o viest e e e s paper based
Streamlined automated filing . . * Currently file import/export
Immediate savings $1.6M  declarations manually due to lack of

Process data and automation
Program cost savings + Lack of visibility to trade flows causes

* First sale for export unnecessary duty payment; other

» Trade zones and programs Immediate savings $7M trade costs and inability to take

« Rationalize third party providers advantage of programs (1% reduction)

Immediate total

: $15.6M
savings
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Doing more with less — the need to automate
Current state of the Corporate Trade Compliance

function

Internal
Boardroom interest
Tax risk management
Business globalization
Key performance indicators

External
Investor interest
Media interest

Auditors
Benchmarking

Regulatory
Import/Export regulations

Resources
People
Training
Budget

Global Trade
Departments
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The need to centralize and automate

Premiere

» Trade industry benchmark

Leading « Strategic use of trade policy
and compliance for
« Established global policy competitive advantage
Emerging and processes « Organizational alignment

* Integrated systems promotes high visibility and

* Ad hoc standards support executive support

Traditional « Inconsistent execution ~ * Consistent execution « Fully integrated with key
business units

» Reactive problem-solving < Proactive identification of
approach problems * Use of leading-edge GTM
: » Some fire-fighting * Rare or no fire-fighting systems solutions
+ Random execution e Compliance awareness * Compliance-focused * Full electronic data
P P exchange with vendors,

» Recognition by business ¢ Business partnership and 3PLs and Government

* Limited global consider-
ations or cohesiveness

» Band-aid approach
» Constant fire-fighting

. comn _ g « Some dedicated c?cljlﬁboratlon with trade agencies
ompliance 1S an option resources and ad hoc group « Manage by exception
* No business partnership systems support * Skilled personnel . .
with Trade (including Licensed Full resources with formal
» Shepherd Brok d at least education and awareness
* Limited supporting resources ro ers_)  and at least one training
* Behave supporting system

or systems, if any

Error prone paper and spreadsheet-based process are used by 63% of respondents
(59% of billion dollar companies) ... Consequently, one out of every ten international

shipments are late (one out of every five are out of compliance)**.

Source: Aberdeen Group 2005 ** New Strategies for Global Trade Management — Aberdeen Group 2005
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The need to centralize and automate
Roadmap toward leading practices

Typical AS-IS infrastructure

» Fragmented ERP systems and global trade
practices across business units

« Data is collected in many systems
» Relatively difficult to change
« Higher IT maintenance costs

« Difficult to standardize compliance process

/= \
Decentralized

GTM within each
business unit

Leading practice TO-BE

* An enterprise-wide, GTM centralized system
» Shared data

» Easy to modify process as requirements
change

* Lower IT maintenance costs

» Standardization of compliance process

Business systems

carri
Centralized SHHiets
GTM

From fragmented infrastructure to centralized international trade compliance

platform enabling full transparency cross business unit
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The pervasive nature of global trade data

Key business processes Key functional groups

New part -
intro/retireme

/,
Source to pay .
Plan to accept -: a
Plan to fulfil - @
Service to satisfa.

Requires companies to centralize, standardize and automate where
possible to maintain compliance and reduce costs

Master data (customer, m

Classif
ication P

Logistics and rev

HR (recrui

Inbound processing and inve
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Indirect Tax management
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Today’s Indirect Tax landscape

VAT is an indirect tax levied on the value of a supply of goods or services
— Payable regardless of profitability

Governments increased focus on Indirect Tax

» Source of revenue — increased audits

» Tax complexity increasing — more taxes and more authorities

» Tax department pressure for greater control and visibility

Company strategies include global expansion

» Liability to account for VAT does not necessarily depend on
nexus/establishment as with SUT

— Easier to trigger a VAT registration liability than a corporate tax PE

» Very tax-complex regions and countries are desirable locations, i.e. Brazil, India,
European Union

Multiple business application systems
» Additional systems due to acquisitions or organic growth
» Multiple systems for IT to manage tax logic and reporting
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* VAT throughput in a supply chain can be significantly more than the value of a
final sale — as illustrated in the example below

* Itis therefore important that this VAT can be properly tracked for compliance

Output VAT 1
LogisticsA/

purposes

Input VAT 4

ABC S~
Sourcing

/

Input VAT 2

Input VAT 6

Output VAT 6
Sale $10

Suppliers

Input VAT 1

Key statistics for ABC group

*VAT rate is 20%

Primary sales value (to Distributor) = $100 plus $20 VAT
*Net VAT position for ABC group = $0

*VAT Throughput for ABC group = $119

Output VAT 18

A/Sale $90

/ Sales
Input VAT 18 Sale
Input VAT 1 comm|SS|on

Output VAT 1

Output VAT 21

Output VAT 20

Sale $1oo Input
VAT
Distributor
Sale L0 Customer




Future trends — Base Erosion and Profit Shifting
(BEPS)

Indirect tax (mostly VAT)

Public Discussion Draft

 Remote supplies to exempt BEPS ACTION 1:
ADDRESS THE TAX

bus_|_nesses and multi-location CHALLENGES OF THE
entities (MLEs) DIGITAL ECONOMY

» Imports of low value products from i
online sales

» Growth of cross-border digital
supplies made to end customers
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Global Indirect Tax automation
opportunities
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Common Indirect Tax automation goals

Decrease complexity and consolidate systems

» Reduce the number of Tax compliance, Tax rate, Tax rules, and Tax
determination systems

Mitigate risk

* End-to-end automation — remove error prone manual processes
* Remove business logic programming in ERP

» Centralize Tax Department control over Tax policy
Increase agility

» Ability to support future business priorities

« Country expansions

 New business lines

« Acquisitions

 Manage tax law changes

» Support corporate shared service initiatives

© 2015. For information, contact Deloitte Touche Tohmatsu Limited.
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Global perceptions.....

Old schools of thought...

e “Our business is too complex”

* “The tax regimes we manage
are too complex”

“I've heard horror stories about
tax engine implementations”

“We have too much M&A activity™
“We have too manhy systems”
“My native ERP solution works fine

“How do | create a business case for thisg"?”‘*-\,.i

-

..... a wave of evolution

© 2015. For information, contact Deloitte Touche Tohmatsu Limited.
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What is an Indirect Tax Bolt-on Engine?

= =

INTEGRATION
Buyer, seller, ship to/from,

. ; . Request Data
product, registration, price, etc. e Re_sponseoata

Tax Type, other

Tax rate, Tax amount,

AUTOMATED DETERMINATION

AUDIT REPORTING
DATA DATA

© 2015. For information, contact Deloitte Touche Tohmatsu Limited.
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Financial
systems

Business/Corporate/Shared Services

;
TR (T
Business activity
=

VAT return process

J Reporting and analysis
—» Tax data

Tax engine rehositor _ _

POSIONY Using a global tax engine enables...
« Standardization of transactional data

Enrich

data
Standardization of tax data enables...
« Standard reporting processes

records  Enhanced legal entity reporting and analysis

» Automation of returns processes
» Efficient audit support and defence
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Beyond Indirect Tax compliance — analytics

Tax engine Tax data

repository

Enrich
data

Manual

» Scenario planning (supply chain —
business model)

Advanced reporting — foresight
records ‘ _ _
» Supply chain analytics

* Integration with other taxes (transfer
pricing, customs)

© 2015. For information, contact Deloitte Touche Tohmatsu Limited.
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Indirect Tax analytics — from hindsight to foresight

* Move from operational analytics (efficient compliance) to advanced data
analytics (fact based planning)

* Leverage data analytics to identify indirect tax patterns, uncover anomalies, flag

risk and improve cash flow
Advanced analytics

Looking forward

Operational reporting

Looking back

Categorize and assess Discover and simulate

Understand Predict

What happened? What will happen?

Analyze Enhance

Key performance
predictors (KPP’s)

|nf0rma‘[ion Value —
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Indirect Tax analytics — foresight
Translating systems data into VAT Insights

__________________ Goods
|
I Intra- movement
community
invoice

Principal

Are we recording the
purchase in the correct
VAT reporting country?

Have all intra-community transactions
been recorded in the right period?

q Sales Companies

Should there be tax
on the invoice?

Customer
invoice

Does the system data
correspond to the reporting in
tax returns?

Is the right VAT rate
used?

From hindsight (operational)

Foresight (advanced fact-based planning)

(. Are we applying the VAT N (- Are we applying intra- N (- What if we change the sales\
rules regarding chain community triangulation companies into agents?
supplies correctly? simplification? * What is the VAT cash flow

» What would be the financial  If yes, is this correct? impact?
impact if we fail to apply * If no, could we apply it? » How would this affect my
\_ them? ) \- What would it bring us? AN customs duties?

J

© 2015. For information, contact Deloitte Touche Tohmatsu Limited.
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Data Driven Analytics

Dashboard

Description

Standard Analytics

High-level accounts payable spend
analysis

Top spend by GL

Top spend by vendor
Use tax by jurisdiction
Top spend by company

Description

Deloitte. @ ... = .
'''''''' ]
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Different vendor and calculated use tax
No use tax charged

Exempt taxes

Potential refund opportunities

Vendor and system calculated taxes
equal
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Automation: Country considerations

Things to consider when planning global implementations
e Some countries are more complex than others
« Standard content may need to be supplemented in complex countries
« Complexity is not necessarily just the Indirect tax
— India — moving targets on tax regimes by province
— Brazil — SPED reporting; integration with government systems
— Mexico — Pedimento; integration with government systems
— Israel — Hebrew language requirements/government accounting requirements

* Atax engine alone cannot satisfy all statutory requirements or resolve all
reporting issues in all countries
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Automation: Get in the game early

Tax involvement is required during all project phases!

Project Business . Final Go-live and
preparation > blueprint > ez > preparation
Tax involvement can include...

Developing business process flows Defining legal structure

Defining tax accounting procedures Defining country specific tax requirements
Country reporting requirements Transaction results testing/validation
Defining data standards and controls Change management/training activities
Analyzing trading flows, expected tax Deployment activities

results

Data requirements on forms, i.e. invoices,
etc., security and controls
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Conclusion?



Today’s tax and/or trade executive should
function more similarly to a CFO than a

compliance expert
Catalyst Strategist

Catalyze behaviors to execute Provide tax and trade leadership
strategic and financial objectives for vital strategic business
direction and long term
strategies that impact
performance

Leading Edge

 Lead strategic initiatives
* Initiate business model
optimization through teaming with

the business (TP, Supply Chain,
IP, R&D)

* Enhance tax and trade’s
collaboration and visibility with
operations and business leaders

» Support strategic initiatives with
fact based analyses

» Tax and trade enhanced
business decision-making

* M&A / Post merger integration

 Proactive cash flow planning

* Finance and tax and trade
transformation

Steward

Protect and preserve the critical
assets of the organization and
accurately report on financial
position and operations

Operator

Balance capabilities, talent, costs
and service levels to efficiently
fulfill the tax function’s core
responsibilities

» Accurate and timely compliance
and reporting

 Recruit, retain and develop talent

« Effective audit defense  Cash tax planning _
* Risk identification and controls  Evaluate alpernate sourcing
* Risk intelligence models (build vs. buy)

* Leverage automation
© 2015. For information, contact Deloitte Touche Tohmatsu Limited. opportunities 31



Doing more with data
Tax and Trade departments are expected to
provide operational and strategic benefits

Traditional Tax role Emerging additional expectations
Planning Process, Technology People — Sustainability and
Reduce global tax and Data — Tax professionals  Efficiency —
and duty burden and Optimizing Tax and Trade has  are viewed as Constantly work
~_ enhance cash flow the tax insufficient overpriced and to drive down the
N function knowledge of how undgr-deployed; Tax cost of the cllen_t’s
. for greater to leverage process  has mad_equate _ global tax function
- k and technology to succession planning
. Impact access data for compared with the
Reporting The efficiency and rest of the finance
Comply with company’s effectiveness organization
reporting tax and
obligations finance Business Clear Il_eading Strategic
3 Partnering — communication — nitiatives —
profile Strategic Build relationships Articulation of tax Lead projects across
Y partnering across thg and trade strategy  functions that allgp
. across the organization to and the value of tax  with the company’s
Managing R understand and concepts to a non-  vision, while
Within an OILSEEIPZ ULl ain alignment with  tax audience is a maintaining line of
appropriate risk :)he pverall key skill for the Tax  sight _thrqughout the
framework usiness strategy and Trade organization
Executive

Derived from Deloitte stakeholder interviews, including over 50 CFOs, in preparation for Deloitte Tax Executive Transition Labs.

© 2015. For information, contact Deloitte Touche Tohmatsu Limited. 32



Tax and Trade departments — the new value

centers
Planning and analytics are the future

TRATEGIST
CATALYST S GIS
2%
2% — .
Planning l_ Analytics

9%
Reporting

25%
Analytics
40%
Information
Gathering

22%

Tax

S
Adjustments Qg-
<

Information
Gathering

Adjustments

10%
Reporting

Current state Target future state
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This presentation contains general information only and Deloitte is not, by
means of this presentation, rendering accounting, business, financial,
Investment, legal, tax, or other professional advice or services. This
presentation is not a substitute for such professional advice or services,
nor should it be used as a basis for any decision or action that may affect
your business. Before making any decision or taking any action that may
affect your business, you should consult a qualified professional advisor.
Deloitte, its affiliates and related entities, shall not be responsible for any
loss sustained by any person who relies on this presentation.
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