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A Brief Guide to Innovating
Tax With Analytics

How to flip data from a process liability to an analytical asset
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A BRIEF GUIDE TO INNOVATING TAX WITH ANALYTICS

Let's Dive In

Tax Is Innundated With Data

With the tax function sitting as one of the largest
consumers of data in most organizations — not
only core balance-sheet data but also data from
other transactional systems — processes need to
scale for growth.

Tackling everyday data challenges such as sales
tax regulatory filings, account reconciliations,
compliance, and audit is difficult enough. But
the extremely manual nature of gathering data
reduces your team’s time to mine that data for
value, which means there's no time to discover
ways to reduce risk while increasing value and
generating proactive insights such as tax
savings opportunities.

Tax functions spend more than 50% of their time
gathering tax data, and less than 30% of their time
on strategic tax analysis, with less than 5% of the
budget spent on technology. 77% of tax functions
in a MAPI survey do not have a tax technology
plan or plan to develop one.! Those numbers tell a
compelling story.

77%

of tax functions in a MAPI
survey do not have a tax
technology plan.

Source: Unlocking the power of data and analytics'
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Crunching Those Numbers

Capitalizing on your reams of tax data and
transforming it into actionable insights —
everything from predicting tax obligations to
automating expense allocations to calculating
apportionments — seems out of reach when
you're mired in a data swamp of spreadsheets

and databases. If tax professionals across your
organization don't embrace modern tax analytics,
you'll miss out on the game-changing benefits of a
strategic approach.

Without building a tax analytics competency,
many of the most common tax challenges
including transparency and strict reporting
requirements, tax data stored in multiple locations,
and manual data collection and cleansing will get
backlogged or go unresolved.

Plus, with data science evolving at a tremendous
pace and outstripping the capabilities of traditional
analytics departments, performing advanced
analytics — Al, machine learning, prescriptive, and
predictive analytics — is a lot easier when you've
first tackled the common data challenges resolved
with basic self-service analytics. Going big with
your analytics strategy means using an end-to-end
modern platform to build a sustainable and holistic
tax analytics strategy.
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Five Process Liabilities Depreciating Your Output

Large or small, global or local, companies of all sizes and in all regions tend to struggle with
similar data issues. Which of these five tax data challenges sound painfully familiar to you?

Process Liability #1: Finding
Tax Data

More than 50 percent of time is likely
spent searching for and reviewing
non-integrated data, according to the
PwC report on the “Tax Function of the
Future: Unlocking the power of data and
analytics.”? Because tax data is housed in
multiple locations like ERP, consolidation
systems, billing systems, commerce
platforms, etc., it can be challenging for
your team to find all the critical pieces.

Process Liability #2: Manually
Reviewing Data

Manually reviewing, reconciling, and
manipulating tax data for tax purposes
slows down the time to insight. Manually
reviewing data usually means locating
disparate volumes of tax data often
created in multiple instances and stored in
different systems. These manual processes
increase the risk of errors, inconsistencies,
or incomplete data sets that make it hard
to find, analyze, and manage.

Process Liability #3: Wrangling
Tax Data Sources

Pulling from different data sources to find
your insight is often necessary but that
data might be inconsistent. Combining
disparate data to solve problems and
find answers that offer insight in the
form of filings, reports, or a presentation
at an upcoming meeting can be a time-
consuming, manual job — one that gets
done in the nick of time but keeps you
burning the midnight oil longer than
you'd like.

Process Liability #4:
Maintaining Audit Trails

Are you ready for the next audit? It's
not enough to show the output. You
must share the formulas and data
sets behind the final reports. Proving
your work for complicated processes
like State Apportionment in a shared
Excel spreadsheet can be laborious
and error-prone — not good for you or
your department.

Aberdeen research shows that 33% of
financial leaders indicate the need for

G d i eldntlifelsl delivery and analysis.

Source: Maximize Your Tax Management Performance with Superior Analytics Capabilities, Aberdeen Group

2 Source: Unlocking the power of data and analytics
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Aberdeen
recommends
that all
companies
interested in
improving
their tax
management
and reporting
performance
should invest

in an analytics

solution
immediately
if they want
to become
Best-in-Class.

Source:
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Process Liability #5: Increased
Transparency and Stricter Reporting
Requirements

Your team is on the hook to demonstrate a

single source of truth that aligns with recognized
accounting standards like GAAP or IFRS. It's
essential that you feel at ease with the information
you're sharing, and chances are you're spending
timely cycles identifying and reconciling
inconsistencies to build that confidence.

Go Big or Go Home

It's time to move beyond manual processes before
the skillset of your tax team depreciates in value.

Building an analytics competency in tax doesn'’t
mean throwing away coveted Excel skills; now you
can put those skills to optimal use.

Take control of your tax challenges and transform
your team’s focus from manual data-gathering and
spreadsheetdriven data manipulation to a repeatable,
collaborative process using self-service analytics.

If you're used to difficult-to-maintain spreadsheet
solutions, you'll quickly see the value of evolving
your process. Go from worksheets to workflows
with visual, repeatable, self-service analytics as the
answer to a robust tax strategy.

Analytic Process
Automation

A modern platform for building and
automating a sustainable and holistic
tax strategy. Discover, prep, and analyze
data, then deploy and share analytics at
scale for faster and deeper insights than
you ever thought possible.
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Five Ways to Flip Your Assets to Liability Ratio

Here are five specific, easy-to-implement ways to flip your assets to liability ratio —
increasing the value of contributions from you, your team, and data right now.

Analytic Asset #1: Tax Data within Reach

Stop wasting more than half of your time readying data for analysis. Quickly clean
data from any source, including multiple ERPs, consolidation systems, billing systems,
commerce platforms, and more.

Ditch Superfluous Hours In State Income Tax
Formula Apportionment

With multiple business units and new acquisitions, the large datasets involved
in computing State Apportionment may exceed the row limitations in Excel and
require normalization to create consistency.

Your process might involve spending hours cleansing original sales data from one
or multiple ERPs to create the sales factor, retrieve data from your payroll system
to determine the payroll factor, and more.

Use Self-Service Analytics to:
- Cleanse original sales data from your ERPs, determine appropriate jurisdiction,
allocate manual journal entries, etc., to create sales factor

- Pull information from your ERPs (i.e,, fixed assets and rent expense) to create
property factor

- Pull information from a payroll system to create payroll factor

- Combine all apportionment factors to create state apportionment percentages
at each subsidiary and a combined level
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Analytic Asset #2: Reusable Tax Data

According to the PwC Report

The Tax
Function of
the Future:

Reducing time spent manually gathering data,
business and legal entity reconciliation, and tax
reporting means more time to do higher-value work
like performing multiple analyses of transactions
and tracking these transactions over time to allow
for continual dynamic monitoring. Moreover, you
have time to try out predictive modeling, allowing
you to run scenarios that identify and structure
opportunities for future growth.

Tax functions can
benefit significantly
from rolling out

Bl self-service

and reducing
Are your tax calculation results highly

oy their reliance
aggregated and documented in static reports -
like PowerPoint or Word, requiring these on traditional )

deliverables to be manually updated each time . .

data is refreshed? h a rd to-maintain
Excel reports

Sharing spreadsheets across multiple users .

minimizes end-user functionality to dynamically an d mu |t IS h eet

interact with the most current data. WO rk bOO kS

Use Self-Service Analytics to:

- Source, join, process, and analyze tax data
from disparate sources, making it easier
than ever to save, share, repeat, or schedule
workflows to automate data blending,
processing, updates, or regularly refresh
analysis and output to any format

Shake Up Your
Static Reports

Source:

- Flow data into a visualization solution to
produce easy-to-read, accurate and timely
reports and improved data insights in web
and mobile-enabled dynamic dashboards
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Analytic Asset #3: Combinable Data Sources

When analysts and business users are given the ability to combine all tax data using a
self-service analytics solution, you get incredible efficiency and accuracy unmatched

by traditional approaches. This is crucial to understanding anomalies before and after
meeting compliance requirements. Prepare to gain connectivity to sources and targets,
drag-and-drop visual workflows, and repeatability through reuse and sharing. Now you
can maximize productivity and trust the data along the way.

Innovate On Research & Experimentation
Tax Credits

Is your team spending multiple hours each month/quarter/year using Excel to
calculate R&D Credits? Manually cleansing and blending data fromm HR and
Finance systems every time you run reports to calculate estimated tax payments
sucks up hours of your team’s time at crunch time.

Use Self-Service Analytics to:
- Leverage prior R&D credit studies/projects to create estimates of qualified
research expenditures

- Use a recently-issued IRS directive for taxpayers that computes R&D credits from
using expenses in audited financial statements (i.e., IR-2017-158, Sept. 22, 2017) to
create estimates of qualified research expenditures

- Optimize ROI with time savings, better insights, and adjustments to estimated
taxes so you don't pay too much or too little on quarterly estimated tax payments

éé Over the last two years, Best-in-Class [in
tax and finance] organizations have also
reduced the amount of time [gIe[Slig=Ie R e
maintain compliance by 75% less than
All Others.”

Source: Maximize Your Tax Management Performance with Superior Analytics Capabilities, Aberdeen Group
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In Real Form: Two Companies
Transforming R&D Calculations
With Analytics

One multinational manufacturing company
transformed the way they calculated a qualified
R&D percentage for each research employee,
delivering a repeatable and defensible calculation
as well as saving 21 staff days per quarter. This
workflow also shifted the partnership with tax
using self-service governed analytics.

Another multinational semiconductor company
spends hundreds of millions of dollars on R&D.
Their tax team was burdened with identifying
the correct deductions for all related line items
via Excel. Their data is now analyzed by the team
to more accurately increase tax advantages and
also reduce their time spent on this cumbersome
process by 90% using Alteryx.

alteryx
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Analytic Asset #4: Automatic Audit Trails

Imagine if you could get a complete analytical view of audit processes across compliance:
fraud detection and investigation, risk assessment, operational performance, and
internal controls.

With a self-service analytics platform, it's easy to perform end-to-end process testing and
control validations plus lower existing and future audit costs through scheduling and
automation of data collection, preparation, and analysis.

You'll produce earlier identification of high-risk patterns in spending, codes of conduct,
and across a network of partners and suppliers, leading to enhanced audit coverage and
better management of risks and controls.

“Beat” Audits With Base Erosion and Anti-Abuse
Tax (Beat) Analysis

Base Erosion and Anti-Abuse Tax (BEAT) Analysis might be a critical part of your tax
data analysis. If so, what's your plan for BEAT? Are you using manual Excel processes
and pulling data from unstructured sources to run reports for analysis?

Reduce your reliance on traditional, hard-to-maintain Excel reports and multi-sheet
workbooks and stop exploring proprietary data sets and unstructured data.

You can now automate the process to make it more reliable and faster than the
traditional Excel approach.

Use Self-Service Analytics to:
Pull information from your ERP and group intercompany payments based on type
(COGS, SCM, etc.), broken down by the entity level and reported at both gross and net.

éé Best-in-Class [in tax and finance] companies
demonstrate BV gl 8 St MEe in
their tax compliance metrics with higher
accuracy, fewer penalties, and less exposure
to said penalties.”

Source: Maximize Your Tax Management Performance with Superior Analytics Capabilities, Aberdeen Group

m aLteryx


https://pages.alteryx.com/aberdeen-report-tax-management-performance.html

A BRIEF GUIDE TO INNOVATING TAX WITH ANALYTICS

Analytic Asset #5: Tax Data You
Can Trust

Trusted insight starts with data that is complete
and statistically sound. Easy-to-read visuals that
show the distribution of the data, as well as
grade the completeness of each value, give you
confidence in the integrity of the data and in
uniting all team members and decision-makers
around a single source of truth.

Own Net Operating Loss
Limitation Calculation

The requirement for a corporation to comply
with Code Section 382 can be a laborious
process without self-service analytics. Who
wants to determine the limit on the amount
of income in future years that can be offset
by historic net operating loss (NOL) carry
forwards after a corporation has undergone
an ownership change manually?

Done manually, time is zapped from
delivering on the critical business insight you
need. Using an adjustable and customizable
analytic workflow can help streamline the
process and deliver insights faster than

ever before.

Use Self-Service Analytics to:

- Create a rolling capitalization table to track
“owner shifts” to determine whether, and if
so when, an “ownership change” occurred

- Create schedules tracking NOL utilization,
segmenting by year of use and expiration,
applying any limitations from ownership
changes

12

Upscale Your Consultant
Conversations

Get the Most
Value From Your
Tax Consultant
Partners:

Strategize about
additional income
opportunities and
risk avoidance
Instead of spending

Mmost consultant
hours on audits.
With confidence in
your past, you can
plan for the future.
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Three More Ways to
Innovate Tax With Analytics

Democratize Your Data

One petroleum and natural gas exploration and
production corporation had tax data sourced from
multiple environments, including close to 80 million
records with upwards of 50 columns each from

SAP and other databases. Using the Alteryx SAP
connector, they were able to put this kind of facility
in the hands of departmental tax analysts to be able
to answer requests from the IRS without the need
to involve [T, or other intermediaries. Empowered
analysts can now also process data for inclusion in
partnering Bl platforms like Tableau, Qlik or Power
Bl to support monthly and quarterly reporting.

Put Reports on Auto-Pilot

One global Canadian business providing
management and consultancy services had a
challenge to bring quarterly project data from
seven different regional ERP systems into a

single Power Bl dashboard. Each ERP extract

was provided in different Excel formats, with its
own inconsistencies, formatting styles, and local
currencies. Standardization to a single reporting
currency was required and data hygiene issues (i.e.,
blank cells leading to “division by zero” calculations
and split lines/columns) further decelerated this
team from delivering.

The legacy process was like a new puzzle every time
for the tax analyst, with a full day wasted every week
to run lookups and cut and paste large amounts of
data, only to do it again the next week. Now their
analysts prepare and analyze large, complex tax data
sources with ease. They are freed up to use the same
analytical platform in more compelling ways like
other forward-thinking tax organizations, including
exploring Robotic Process Automation (RPA) in the
preparation of tax reports for filing and compliance.
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It’s Time to Live Out Your Tax Manifesto

#1 Turn Data Into Assets:
Deliver the insights your business needs

#2 Eliminate Hide-and-Seek:
Combine multiple tax data sources pain-free

#3 Thrill Your Team:
Stop manually reviewing data

H4 Sleep Like a Baby:
Be prepared for any audit, anytime

#5 Maximize Your Consultant Hours:
Strategize for the future, not the past

Automate Daily Data Prep

By taking existing data transformation and cleansing processes that were previously
run in Excel, one of the largest US distributors of plumbing supplies was able to make
considerable efficiency savings in their tax processing pipeline, from a five-hour daily
process down to only 10 minutes.

Declare Your New Tax Strategy

Don't let traditional approaches hold you back. Transform your tax strategy with a
solution that equips your team to redesign, rediscover, and reimagine.

Download Starter Kit
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About Alteryx

As a global leader in analytic process automation (APA), Alteryx unifies analytics, data
science and business process automation in one, end-to-end platform to accelerate
digital transformation.

Organizations of all sizes, all over the world, rely on the Alteryx Analytic Process

Automation Platform to deliver high-impact business outcomes and the rapid
upskilling of their modern workforce.

Visit alteryx.com
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