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There are a lot of emerging
global regulations that require
that you invest in new people,
processes and technologies.
These legislations are highly
huanced and global, so you
have to really prepare your
systems and data to to
properly comply and survive
the audit process.

HEAD OF TAX, INDUSTRIAL
MANUFACTURING ORGANIZATION

CUSTOMERS ARE FEELING the pressure of
increasingly complex global tax requirements
and tax landscapes, according to SAPinsider’s
recent study on Global Tax management.
Conducted for the third consecutive year,
SAPinsider’s tax research surveyed more than
150 customers to gain a holistic understanding
of how they are transforming their tax strategies
and processes to address their most pressing
challenges and requirements.

The positive trend for tax professionals is that global
organizations are increasingly allocating resources to tax
transformation and process improvement which are paying off,
reducing tax related challenges and complexities while enhanc-
ing the overall performance of tax compliance initiatives.

As a result, SAP customers are continuing to invest in tax
technologies and re-engineering tax processes for greater
visibility, automation, and compliance. 63% of respondents to
this year’s survey indicated their budgets staying the same or
increasing for investments in global indirect tax compliance,
compared to 57% from last year's survey (Figure 1). Only 8% of
tax professionals reported a decrease in budget, a 5% decline
compared to 2023.

Tax Pain Points Remain Consistent

When it comes to tax pain points, the top three challenges have
remained the same year-over-year (Figure 2). While control and
governance challenges consistently remain as the top challenge,
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Figure 1: How Does Your Current Budget for Global Indirect Tax
Compliance Compare to Last Year?
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Figure 2: What are the Most Significant Pain Points Impacting Your
Overall Tax Management Strategy?
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garnering half of responses in both years’
studies, ERP and application integration with a
global tax engine is the second most mentioned
pain point (43%). The workforce skills gap
continues to rank as the third most pressing
issue, highlighting the importance of hiring and
retaining top talent.

The encouraging development is that the
year-over-year response rates have declined,
indicating that an increasing number of custom-
ers are making progress with their overall tax
strategies. This is corroborated by the increas-
ing maturity of tax compliance performance
which is discussed in the next section.

Corporate Income Tax
Compliance and OECD
Consuming Significant Time
and Resources

Corporate Income Tax Compliance continues to
consume the most time and resources of
respondent organizations with 53% reporting it
to be the biggest focus area, highlighting a 6%
increase year-over-year. The only other project
area that jumped significantly was OECD’s Base
Erosion and Profit Shifting Initiative (BEPS)

which grew 10% moving from 13% of responses
in 2023 to 23% in 2024. This indicates how
BEPS legislation is significantly affecting the
way companies document, report, and file taxes
in different countries. Organizations need to
embrace and implement new frameworks that
help support tax and accounting processes from
transfer pricing to country-by-country sales,
and reporting.

VAT and E-invoicing, sales and use tax
compliance along with e-invoicing and real-time
reporting mandates round out the top four
initiatives consuming respondents’ time and
resources. These regulations continue to evolve
and change rapidly requiring global tax teams to
keep pace and adopt technologies and processes
to help support these critical requirements.

Customers Advance in Global
Tax Compliance Management
Maturity

Overall, the research highlights that organiza-
tions are advancing in their maturity for global
tax compliance management, with 31% of
respondents reporting a very high level of
maturity compared to 23% in 2023. The per-
centage of financial and accounting professionals

—

Figure 3: How Mature Do You Believe Your Organization is Regarding
Global Tax Compliance Management?
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who characterized their global tax compliance
management as neutral fell to 16% from 30%.
Other answers were comparable year-over-year
suggesting that those who were neutral last year
have progressed by investing in tools, personnel,
and learning from their early experiences.

What Are the New Drivers of
Global Tax Management
Strategy?

Globalization, the increasing complexity of tax
regulations, and the demand for improved
visibility into tax processes and compliance are
growing as priorities for tax leaders and profes-
sionals. Looking at SAPinsider’s year-over-year
results, regulatory and compliance complexities
continue to be a top influencer of tax strategies
with 42% of respondents reporting this as the
top focal point compared to 35% from last year.
Supporting this is the 10% increase in those who
reported that addressing global tax require-
ments is a top influencer of tax strategy.
Compliance and regulatory complexities
have made it difficult for organizations to fully

understand their tax landscapes, which is why
the demand for improved reporting, analytics,
and visibility has surged significantly with a 14%
increase from 2023. This is indicative of the
growing necessity for investments and efforts in
understanding tax data and generating insights
accessible to the tax teams. With companies
requiring a single source of truth and clean
master data to serve as a necessary foundation
for improving visibility, the emphasis on im-
proved reporting, analytics and visibility was
more pronounced this year.

Centralization and Automation
of Data Controls Rise to Number
One Tactic to Support Tax Drivers

Companies are accelerating automation adoption
and centralizing the management of tax data
controls to enhance their overall tax strategy.
This was reported as the top answer in 2024
rising from 42% to 53%. The surge underscores
the importance of having reliable, compliant,
and secure tax data to support tax processes
and technology investments.

—

Figure 4: What Are the Factors Most Impacting Your Organization’s
Global Tax Management Strategy?
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Leveraging advanced analytics, Al, and reporting consis-
tently remain the second most critical action customers are
taking, with nearly half of respondents (45%) reporting adopting
it to offer greater visibility to their tax teams and executives.

The other top responses remain consistent year-over-year.
Leveraging the move to SAP S/4HANA to further automate and
minimize errors was identified as the third highest response this
year with 44% of respondents reporting it.

Data Theme Continues with

Top Requirements

Seamless data management across core financial processes and
establishing a single source of truth remain the top requirements
for tax professionals in 2024. The theme of visibility among
complexity continues as companies struggle to provide dash-
boards and reports that reflect accurate activity and processes
across the tax landscape.

Clean and harmonized data was the number one requirement
for respondents in 2023 and 2024 with close to half 49% of
respondents reporting it for both years. Establishing a single
source of truth remained the second most reported response (42%)
and is closely related to the need for clean for harmonized data.

Rounding out the top three this year was developing a deep
understanding of local tax compliance among team members.
Notably, this response grew the most year-over-year, rising from
29% in 2023 to 37% percent in 2024. The trend supports the
increasing complexity of global regulations being a key pain
point tax teams are facing.

Electronic Documentation, Controls, and
Localization Solutions Lead the List of
Adopted Solutions in 2024

2024 also saw a sharp increase in key tax technologies adop-
tion. Organizations have nearly doubled the adoption of e-filing
and e-documentation management solutions as a result of
governments increasing requirements around digital tax filing
and data storage, globally (Figure 5). 40% of respondents report
currently using these offerings compared to 22% in last year'’s
study. 39% of respondents also reported currently using a tax
controls framework tool compared to 25% from last year.

As compliance becomes increasingly complex, the need for
a centralized framework has become paramount. Tax localiza-
tion tools round out the top three solutions and saw significant
growth in year-over-year adoption, moving from 26% in 2023 to
37% in 2024. This aligns with the actions needed to support
strategy. Having localization skillsets and knowledge are key
priorities for organizations due to increased complexities on
both global and local levels.

I_INSIDER

PE RSPECTI\/E_I

“We are a very decentralized
organization with hundreds of
legal entities and 7 different
ERP systems. As a result, our
applications do not talk
together really well. To
provide enterprise wide
visibility into our tax
compliance processes and
data we are building a data
lake to better aggregate our
information. We are also
investing in Al capabilities to
help us build segmented
reporting and enable us to
more easily build consolidated
financial and tax reports to
support our compliance
efforts.”

VP OF TAX, LARGE FLOORING
MANUFACTURER
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Figure 5: Top Tax Solutions Currently Implemented
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Current implementations of new tax tech-
nologies remain relatively sparse but focused.
While basic automation of routine tax compli-
ance processes is the top solution, it is currently
being implemented only by 17% of respondents.
Tax controls frameworks and global indirect tax
reporting tools are being worked on but only by
12% and 10% of respondents. While this is
expected to increase in 2025, 20% of respon-
dents aim to implement other solutions in the
next 12-24 months and include intelligent
mapping tools that integrate tax data into ERP
solutions. Nearly a quarter of respondents
reported having concrete plans for this solution
(23%). Unsurprisingly, this is a top priority given
strategic focus on providing end-to-end visibility
of tax and compliance activities.

Tax localization tools earned the third rank
followed by a string of solutions being imple-
mented by 20% of survey respondents including
sales and use tax determination, efiling and doc-
umentation, and global indirect tax reporting
tools. This indicates the growing trend around
automating and digitizing core tax determina-
tion, documentation, and reporting solutions.

Overall, Cloud Based
Solution Adoption Continue
at Steady Pace

The transition to cloud-based business solutions
is occurring across business application catego-
ries including tax solutions. Over one-fifth (21%)
of tax professionals reported using a cloud-
based global tax management system compared
to 18% from last year’s study. An additional 22%
reported currently implementing a cloud-based
global tax solution, while 26% reported currently
evaluating offerings in this area.

When it comes to the scope of cloud solu-
tions companies are implementing or seeking to
implement, a majority of customers continue to
focus on both Direct and Indirect tax determina-
tion and compliance. While 58% reported both
encompassed in their overall solution, similar to
last year, 25% reported implementing cloud for
direct tax only, and 17% using or planning to use
cloud for indirect tax support.

However, there is a marked increase in
customers who choose to stay on-premise. 27%
say they have no plans to migrate compared to
only 11% from last year. Customers in this area
want more a of a sense of control and feel like
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they need to keep tax data and processes
on-premise for security and compliance comfort.

This year’s survey also revealed the follow-
ing trends:

« A majority of customers (53%) start collabo-
rating with their tax teams the beginning of
their ERP journey in the planning phases, but
another 47% do not get their tax teams
involved till later in the project showing that
getting tax’s seat at the transformation table is
still a challenge for many.

o Tax professionals are still early on in their tax
controls implementation strategy. 60% report
being in the strategy, planning, or evaluation
phase of their project while just 29% have
reported having reached the testing phase.

o SAP customers are increasing their use of
shared services. 35% say they are currently
using shared services to support their global
tax management strategy and plan compared
to 21% from last year. Another 22% are
evaluating this option.

Required Actions

Based on the survey responses, organizations
should consider the following when evolving
their tax strategies, processes, and analytics.

» Focus early efforts on data preparation,
validation, and compliance. As with many
IT and key ERP transformation projects, the
foundation of great results is having clean,
validated and protected master and transac-
tional data. Our research shows that most
organizations are focusing on establishing
single sources of truth and tight integration
between ERP and Tax systems to provide the
necessary visibility for their tax teams and
finance executives. As you prepare your own
tax transformation projects, do not underesti-
mate the time you will need to prepare your
core tax and finance data.

« Explore Al and automation to provide greater
efficiency and visibility in tax. Tax solution
providers and SAP are embedding artificial
intelligence and advanced automation within
their core solutions. Be active in your own
educational process and push your vendors
and SAP contacts to better understand how
each of them is integrating Al within their
current solutions. Find out what are the key
technical and business prerequisites to
enabling this functionality and begin your own
experimentation documenting your lessons
learned and wins along the way.

o Continue to leverage SAP S/4HANA and ERP
Transformation as an opportunity to update
tax strategy and processes. SAPinsider
research shows that the single biggest project
SAP customers are focused on continues to
be their SAP S/4HANA upgrade. There are so
many pieces to this complex project, from
infrastructure and customizations to under-
standing the true delta in business functionality
of SAP S/4HANA vs. ECC. This is forcing most
organizations to reevaluate their current
business processes and look for opportunities
for standardization and improvements. Make
sure your tax leadership has a seat at the
table in planning this transformation so that
you can recognize both quick wins and
long-term objectives.
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GLOBAL TAX
MANAGEMENT

» Growing complexity in compliance management, governance, and
regulations (42%)

« Digital transformation of tax and finance (34%)
o Addressing global tax requirements (32%)

» Demand for improved reporting, analytics, and visibility (31%)

« Centralize and automating tax data control framework across all
transactional systems (53%)

o Improve tax controls and insights through advanced analytics and reporting
(45%)

« Utilize SAP S/4HANA capabilities to minimize errors (44%)

« Implement a global tax engine to enhance automation in tax processes (33%)

» Clean and harmonized master data (49%)
« Single source of truth for reporting and auditing purposes (44%)
« Deep understanding of local tax compliance among team members (37%)

« Intelligent and real-time tax determination and compliance reporting (35%)

 E-filing and E-documentation management (40%)

» Tax control framework (39%)

o Tax localization tools (37%)

« Sales and use tax determination tool (33%)

« Intelligent mapping tool of tax data to ERP application (29%)
¢ Audit management software (29%)

« Global indirect tax reporting tool (21%)

« Visualization dashboard for real-time analytics (21%)
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Appendix: The Dart™
Methodology

SAPinsider has rewritten the rules of research to provide actionable

deliverables from its fact-based approach. The DART methodology serves as

the very foundation on which SAPinsider educates end users to act, creates

market awareness, drives demand, empowers sales forces, and validates

return on investments. It is no wonder that organizations worldwide turn to

SAPinsider for research with results.

The DART methodology provides
practical insights, including:

DRIVERS These are macro-level events that are affecting an organization. They can be both
external and internal, and they require the implementation of strategic plans,
people, processes, and systems.

ACTIONS These are strategies that companies can implement to address the effects of

drivers on the business. These are the integration of people, processes, and
technology. These should be business-based actions first, but they should fully
leverage technology-enabled solutions to be relevant for our focus.

REQUIREMENTS

These are business and process-level requirements that support the strategies.
These tend to be end-to-end for a business process.

TECHNOLOGY

These are technology and systems-related requirements that enable the business
requirements and support the company’s overall strategies. The requirements must
consider the current technology architecture and provide for the adoption of new
and innovative technology-enabled capabilities.
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KPMG

KPMG LLP is the U.S. firm of the KPMG global organization of
independent professional services firms providing audit, tax and
advisory services. The KPMG global organization operates in 143
countries and territories and has more than 273,000 people working
in member firms around the world. Each KPMG firm is a legally
distinct and separate entity and describes itself as such. KPMG
International Limited is a private English company limited by guaran-
tee. KPMG International Limited and its related entities do not
provide services to clients.

Learn more at www.kpmg.com/us

/MVERTEX

SAPINSIder

Vertex Inc., is a leading global provider of indirect tax software and
solutions. The company’s mission is to deliver the most trusted tax
technology enabling global businesses to transact, comply, and
grow with confidence. Vertex provides solutions that can be tailored
to specific industries for major lines of indirect tax, including sales
and consumer use, value added, and payroll. Headquartered in North
America, and with offices in South America and Europe, Vertex employs
over 1,300 professionals and serves companies across the globe.

For more information, visit vertexinc.com

SAPinsider comprises the largest and fastest-growing SAP membership group worldwide. It provides SAP professionals
with invaluable information, strategic guidance, and road-tested advice through events, magazine articles, blogs,
podcasts, interactive Q&As, white papers, and webinars. SAPinsider is committed to delivering the latest and most
useful content to help SAP users maximize their investment and leading the global discussion on optimizing technology.

For more information, visit SAPinsider.org.
© Copyright 2024 SAPinsider. All rights reserved.
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