Building the business
case for tax
transformation

Measuring and communicating the value of your tax transformation initiatives
Many tax departments today face increasing pressure from their CFOs to elevate
and expand their role in the business and to become a more strategic partner to
stakeholders across the enterprise. Accomplishing this will require tax department
leaders to fundamentally transform their approach to traditional tax planning,
compliance, and risk management to create the time, develop the skills and
knowledge, and deploy the tools necessary to transcend their traditional role.
Where should tax department leaders start the transformation process? How
should they measure and communicate the value of transformation? How is
transformation likely to benefit the broader organization? These are questions CFOs
and tax executives can count on hearing from their C-suite and board of directors.
Deloitte hosted a Dbriefs webcast in late 2014 to discuss practical aspects
of building a business case to support sustainable transformation in the tax
department. Presenters described opportunities to tie tax transformation to other
organizational events as a starting point. They also outlined the three areas of value
that can be created as the tax department moves toward its target state, and they
showed how those value drivers inform the development of a tax transformation
roadmap. More than 2,200 webcast participants offered their own views through
responses to polling questions posed during the webcast.

As used in this document, “Deloitte” means Deloitte Tax LLP, a subsidiary of Deloitte LLP. Please see www.deloitte.com/us/about for a detailed description of the legal structure of Deloitte
LLP and its subsidiaries. Certain services may not be available to attest clients under the rules and regulations of public accounting.
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The starting point — understanding the tax department’s
current role and how it stacks up against effective practices

Figure 1: Four faces of tax and finance leaders

A framework that defines four roles, or “faces,” of tax executives —
catalyst, strategist, steward, and operator (Figure 1) — is important
to draw a baseline for transformation. In the past, most tax leaders
focused on the steward or operator roles, but the imperative to
be a better partner to the business and to expand the role of tax
professionals requires more emphasis on the strategist and catalyst
roles. The tax executive’s ability to take on these roles is directly
linked to achieving significantly greater operational efficiency within
the tax department, so it’s important to assess the current state and
capabilities of the tax executive and the department.

Leading edge
Strategist

Catalyze behaviors to execute
strategic and financial objectives
• Lead strategic initiatives
• Initiate business model
optimization through teaming
with the business
(transfer pricing, supply
chain, intellectual capital, and
research and development)
• Enhance tax’s collaboration
and visibility with operations
and business leaders

Provide tax leadership with vital
strategic business direction and
long-term strategies
that impact performance
• Support strategic initiatives
with fact-based analyses
• Tax-enhanced business
decision making
• M&A/post-merger integration
• Proactive cash flow planning
• Finance and tax transformation
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More than 2,200 participants in a recent
Deloitte Dbriefs webcast were divided with
respect to which of the four roles of tax
executives requires the majority of their time.
Just over a fifth (21 percent) said the steward
role is most time consuming, while 20 percent
cited the catalyst role. Another 18 percent
selected operator as requiring the most effort,
while 13 percent picked strategist.1
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Steward

Operator

Protect and preserve the critical
assets of the organization and
accurately report on financial
position and operations
• Accurate and timely compliance
and reporting
• Effective audit defense
• Risk identification and controls
• Risk intelligence

Balance capabilities, talent, costs, and
service levels to efficiently fulfill the tax
function’s core responsibilities
• Recruit, retain, and develop talent
• Cash tax planning
• Evaluate alternate sourcing models
(build vs. buy)
• Leverage automation opportunities
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2

Linking tax transformation to business drivers
Successful businesses continually seek to improve performance across the
enterprise, whether to gain competitive advantage or as a response to
competitive pressures, evolving markets, the regulatory environment, or other
external drivers. In most cases, these drivers (Figure 2) are catalysts for tax
department transformation. Virtually all of them produce information the tax
department uses in planning or compliance processes, or they are involved in
transactions that have tax consequences.
For example:
• Advances in technology both inside and outside of tax often
present opportunities for tax-sensitization of data and “tax-tuning” of
the applications software, such as with sales and use tax applications.
These activities can help companies reduce instances of overpayment and
underpayment of taxes and mitigate related risks. New enterprise software
deployments or upgrades to existing software may also create opportunities
to add tax-specific software to automate tax department processes, such as
a tax provision application.
• C
 entralizing value chain function and risk management may present
an opportunity for the tax function to use the broader organization’s shared
service centers more effectively.

Figure 2: Typical business drivers
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• C
 hanges to finance organizations and talent strategies may yield
opportunities for the tax department to leverage other service delivery
models, such as offshoring or contract personnel, to reduce costs.
Almost all business drivers have some tax impact. Any of them can be an effective place to start building the business case for tax
transformation, so it’s important for tax executives to gain an objective understanding of which drivers are currently influencing business
decisions across the enterprise and within the finance and tax functions.
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Communicating the potential benefits of tax transformation — three tax value drivers
After identifying a business driver to which tax transformation can be tied, it is important to build a compelling story that
shows how the transformation initiative will create value for the organization. Tax value falls into three categories:
Strategic tax planning
Cash tax savings generated
through new opportunities
or by sustaining current tax
positions

Risk management
Mitigating financial statement
and tax authority risk through
increased transparency
and enhanced process and
procedures

 ompliance
C
Increase tax compliance
and reporting efficiency
through automation and
process standardization

A clear understanding of each type of value driver and how it is applied can help reviewers of the business case see the
effects of tax transformation.
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Strategic tax planning
A good starting point for quantifying tax value is the cash tax
savings identified through strategic tax planning, whether
identifying new opportunities or sustaining current tax
positions. Figure 3 outlines one approach to quantifying tax
value drivers related to cash tax savings. The process begins
by identifying new opportunities and establishing a baseline
for improvements in existing tax positions. The next step is
to determine the ability to obtain refunds or determine the
net present value of prospective tax savings. It’s important
to communicate to internal stakeholders the enablers of the

tax opportunities and the sustainability of potential benefits,
such as the tax alignment of financial system design or
business process improvements. A clear understanding of
these enablers and sustainability of benefits can help other
stakeholders see the value of the transformation initiative and
build consensus around it. Another important action is to
determine the timing of benefits if they are tied to changes in
financial systems and business processes. This can help other
stakeholders understand when value might be realized and
how that timing fits in the bigger transformation picture.

Figure 3: An approach for quantifying tax value drivers
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on deployment
of solutions

Tax
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Risk management
To understand the importance of communicating risk management value
drivers, tax executives can turn to available data about material weaknesses
and restatements from Securities and Exchange Commission (SEC) filings. In
the years after Sarbanes-Oxley was enacted, there was a significant downward
trend in the number of companies filing adverse auditor attestations. For years,
there was also a decline in the number of occurrences of material weaknesses
specifically related to US Generally Accepted Accounting Principles (US GAAP).
Yet, consistently, income taxes have been one of the most prevalent of
reported US GAAP failures.2 An effective tax transformation business case will
highlight opportunities to mitigate financial statement risk by improving the
availability of tax-aligned data, investing in tax technology to reduce manual
activity, and reallocating personnel and resources to focus on quality.

2

Source: 2013 Financial Statements, A Thirteen Year Comparison, Don Whalen, Olga Usvyatsky, Audit Analytics, April 2014.
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Compliance
An effective way to communicate compliance value drivers is
to relate them to the “four faces of tax executives” framework
described earlier. For example, it may be particularly impactful
to show how more time spent on strategic planning and
analysis activities and less on low-value activities, such as data
management and manual calculations, can generate increased
cash tax savings and help mitigate potential tax risks.

Ultimately, a transformation business case may highlight
several potential strategic tax planning opportunities and a
number of risk- and compliance-related opportunities, each
with the potential ability to provide tangible value. A visual
like Figure 4 can connect these themes and serve as a “front
page” for communicating the business case. Each theme can
be expanded with supporting detail on subsequent pages.

Figure 4: Each theme can be expanded with supporting detail on subsequent pages
Each source delivers value through the three components
Source of
tax value

Total annual
impact

Enhancing
efficiency

Enabling global
tax planning

Enabling US and EMEA
direct tax value

Mitigating
tax risk

Delivering
cash savings

Enabling indirect
tax value
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From business case to implementation
The value drivers of strategic tax planning, risk management,
and compliance have an added role in transformation
planning. They become guiding principles for developing a
specific roadmap (see Figure 5 on the following page) that
guides the organization from potential value to realized value.
(Note that a high-level roadmap and value messaging may
be developed as part of a tax department transformation
assessment prior to business case development. A roadmap
is typically developed in the first phase of implementation
and is used to direct workstream tasks and as a basis for
measuring business impact.)
An important feature of the roadmap is the way each
transformation opportunity is matched to a specific value
driver. Another feature is the itemization of each opportunity
within a specific budget year. Many opportunities will take
multiple years to address but must be managed within a
specific budget cycle. This allows the organization to focus
on creating near-term value while maintaining the visibility of
longer-term opportunities.

The roadmap establishes timing for periodic reassessments.
Because executing against a transformation roadmap is
an ongoing process, tax departments must periodically
reassess and reprioritize elements of the roadmap to
adapt to internal and external issues as they occur,
achieve successful project completion, and deliver the
value expected. Any number of factors can prompt
reassessment, including:
• Market events: new competitors, industry
consolidation, research and development, slow product
growth, or market share pressures
• Regulatory events: changes in policy or enforcement
or tax law changes
• Organizational events: mergers, acquisitions,
dispositions, or changes in strategy or goals
• Technology changes: software advances, sunset
technologies, or changes in platform support
• Leadership/personnel changes: resulting changes
in priorities
• Operational events: annual budgetary processes,
data availability, or process enhancements
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Figure 5: Tax technology roadmap: Examples of potential strategic tax planning opportunities
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Component

Reasess

Work Thread

Compliance quick hits implementation
Implement approved tax planning and monitor savings
Compliance medium- and long-term improvements identification
Gather requirements and design provision process
Tax provision process and software implementation
Tax basis balance sheet validation
Medium- and long-term compliance improvement
implementation
Business process portal/tax
warehouse selection and implementation
Data analytics design and implementation
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When presented with ideas for advancing their business case for
tax transformation, 18 percent of the Dbriefs participants said
their next step would be to identify, prioritize, and execute on
transformation in a specific area. Another 17 percent said they
would take the first step by integrating with other organizational
transformation initiatives, while an equal number planned to
develop a roadmap for guiding multiyear transformation. Fewer,
9 percent, said they planned to start by creating a business case
to secure funding.3
Simplifying complexity — the ultimate role of the business case
On the surface, the transformation of a tax department can seem
overwhelming. How does the tax department become a better partner to the
business? What does it mean to elevate and expand our role?
Building a business case for transformation and an implementation roadmap
can answer these and other questions, both for the tax executives who prepare
them and the C-suite and board members who review and refer to
them for important decisions.
Alignment with the broader organization is critical to a successful business
case and to the transformation initiative itself. The closer and tighter the tax
department can be linked to the organization through the business case and
roadmap, the clearer the value of transformation will be to stakeholders. By
expanding on the concepts presented in this paper, tax executives can develop
a clear vision of what transformation means to their particular organization
and, step by step, build a strong business case and roadmap for carrying out
tax department transformation.
3
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Contacts
For more information on building a business case for tax transformation or
other questions that are top of mind, contact your Deloitte advisor or one of
the individuals below:
Nathan Andrews
Partner, Tax Management Consulting
Deloitte Tax LLP
+1 919 546 8055
nandrews@deloitte.com

John Myers
Director, Tax Management Consulting
Deloitte Tax LLP
+1 404 220 1346
jomyers@deloitte.com

Robert Guarnieri
Partner, Partnership Solutions Group
Deloitte Tax LLP
+1 212 492 3940
rguarnieri@deloitte.com

Kendall Smith
Director, Tax Management Consulting
Deloitte Tax LLP
+1 303 305 3056
kendallsmith@deloitte.com

For more resources that can help address the challenges tax departments
face today, visit www.deloitte.com/us/movetaxforward.
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