EPM’s next frontier
Close consolidation systems take on
the tax provision process

Tax leaders have more options than ever and more
capabilities to consider as they look to make the tax return
and provision processes more efficient and transparent.
Today’s market includes a number of tax provision software
options as well as enterprise tools, such as consolidation,
workflow, and document management systems.
Deloitte hosted a Dbriefs webcast to discuss perspectives
on current tax and financial reporting trends, including
trends in tax accounting, compliance, planning/forecasting,
transfer pricing analytics, and other hot topics in the
close consolidation reporting and analytics process. The
presenters also discussed a foundation for sustainable
enterprise performance management (EPM) solutions and
trends in EPM analytics. More than 1,500 participants
shared their own views through responses to polling
questions posed during the webcast. Polling statistics
were further analyzed to explore the implications to
the tax accounting close consolidation, compliance and
forecasting/planning process, and the related data and
technology trends.

CFO perspectives and the value of EPM
Chief financial officers (CFOs) have the challenging task
of both protecting and creating value in a post-SarbanesOxley environment characterized by heightened awareness
of both transparency and auditability. Because the
marketplace doesn’t discern between intentional issues
and honest mistakes, CFOs need to work towards EPM
solutions that support not only the timeliness but also the
quality of close consolidation and reporting information
published to the public. CFOs have made significant
investments in EPM for financial planning and analysis
and external reporting — tax is yet another stakeholder
that can help increase the ROI of the investment in EPM.
At the same time, today’s CFOs are looking for enterprise
performance tools and systems that offer more value in
terms of scenario planning and developing additional
insight into the data — in other words, looking through
the windshield rather than in the rearview mirror.
EPM solutions can go a long way toward supporting these
needs and goals — if they’re chosen and implemented
carefully. Based on significant experience with complex,
global EPM solutions, these are some lessons learned that
can help guide success:
• Break down the implementation process by using a
phased approach to stay focused.
• Focus beyond the controller’s group; for example, look
at how suppliers and stakeholders deal with data.
• Encourage fundamental change.
• Secure leadership buy-in and support.
• Confirm that the tax function has a meaningful and
continuous seat at the table.
• Think holistically about reporting.
• Determine that objectives drive technology decisions —
not the other way around.
• Address controls concurrently.

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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Oracle’s® move into tax, and why it’s significant
In early 2013, Oracle® announced a new solution,
Hyperion Tax Provision, a provision tool built within the
Hyperion EPM HFM suite. This is a significant move —
Oracle® joins Longview as one of the few enterprise
vendors that have introduced a product suite that
integrates tax provision capabilities into the overall financial
reporting ecosystem. The following features and functions
are included:
• Data collection, book-to-tax automation, tax provision
calculation, consolidation, and tax reporting.
• Federal, state/provincial, and international
requirement capability.
• IFRS (IAS 12) and U.S. GAAP (ASC 740) calculations.
• Workflow management and integrated sign-off.
• Financial statement disclosure support.
• Financial and management executive dashboarding.

cause of material weaknesses and restatements. Complex
analysis and computations on transactions are particularly
challenging, as is the process for managing changes that
occur in GAAP that affect other processes — particularly
under tight timelines.

The solution also includes integration points with
tax compliance, including integrated data collection,
workflow, and executive dashboards, making it possible
for Hyperion users to leverage their existing investment
for both tax and finance.

What tool do you
rely on primarily
to prepare your overall
Distribution
of closing
challenges

What’s notable here is that this may be the beginning of
an evolution in tax provision automation. Tax functional
leaders are interested in greater integration and alignment
with financial closing processes. If Oracle® is successful in
the provision space, other enterprise vendors may follow.
Trends in tax accounting — specific reporting
challenges
A variety of external and internal factors are shaping the
focus on risk in the external reporting process today.
Evolving regulatory and standard setting developments
globally — from SOX and ASC 740 to IAS 12 and other
similar accounting standards — are arduous for both
enterprise and software vendors to meet. The reputational
aspects of tax planning are of keen interest and are
driving increased taxing authority scrutiny involving more
transparency. In addition, tax continues to be a leading

Few executives report that they are able to devote
sufficient time to analytics and forward-looking activity, as
evidenced by findings of a recent Deloitte survey (webinar
polling results, at the end of this article, found similar
opinions). To paraphrase many clients, “By the time we
perfect the data for data analytics, the bell has rung or
the SEC reporting and compliance filings are due.” Data
analytics provides a window whereby significant value can
be derived from the enterprise. However, as this poll below
illustrates, the companies participating in the polling survey
spend less than 20 percent of the time on analytics.

provision computation?

18%

19%

20%

17%

12%

14%

Data prep and transfer
Ledger close
Management reporting
Consolidation
Analytics and reporting
Other
Source: Deloitte survey 2/21/2013
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Record to report: The typical tax infrastructure
Research finds that a majority of companies spend the
most time “getting ready to get ready” — that is, in data
preparation, validation, reconciliation and assembly. We
sometimes call this the “human middleware” factor due to
the significant need for manual process to assess numbers.
Because this “middle” often doesn’t include defined
processes and master data, it can be difficult to replicate
as human pieces move. Putting processes, master data,
solutions, and controls in place can significantly enable this
solution forward.
Many companies continue to rely on spreadsheets and
disconnected or loosely connected processes to bridge
the gap from inputs to outputs — where, for example,

the provision process may be used as a starting point for
planning and forecasting. But these often are performed in
different systems with differing levels of detail. Traditional
provision systems provide a level of integration with
compliance, but only in certain countries. And while
spreadsheets are flexible, impactful tools, they are subject
to a host of risks including user turnover, formula errors,
version control, non-standard user preferences, user levels
expertise, lack of understanding the input sources, etc.
A slightly different approach is a “silo” approach comprising
a set of disconnected processes that are manually
reconciled (see exhibit) between provision, forecasting,
return compliance, and taxing authority audit management.

The “silo” approach
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Continuous manual data retrieval and reconciliation
Ad hoc manual data retrieval for planning and strategy
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The big challenge is taking these silos and turning them
so that they lend themselves to multiple uses and reuses
— that is, sharing of data across multiple processes (see
exhibit). Leveraging existing enterprise consolidation
metadata, data, and processes which manage the
financial “actuals” and “plan” data process is gaining

significant momentum by the enterprise. While certainly
not the only option, this capability represents a realistic
opportunity to obtain greater alignment with the existing
financial consolidation, financial planning and analysis,
and analytics toolset in place within the company.

Tax and finance share the same DNA with EPM framework
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Master data management: The foundation for a
sustainable EPM solution
One of the real challenges for companies that are mature
on the finance side and have multiple components to their
EPM system is managing all of the reference data — not
only data in the EPM system but also in the enterprise
resource planning (ERP) system and in tax provision tools.
Master data management (MDM) serves as the central
point for managing point solutions and ERP metadata.
It is, in effect, like a zip code of the reference data. With
MDM, there are controls and consistency and there is

a central point for managing data used across different
applications with different point solutions, whether
they’re the ERP systems, the general ledger systems, or
the reporting systems.
When you use an MDM tool, it will correlate the changes
across the ERP source systems, EPM, and point solutions.
For example, if you made a change in a SAP® flex field that
would impact a dimension or attribute in another point
solution, the MDM tool will make sure they are aligned
so that you’re looking at the same definition of a given
account for a given entity for a given period.

Without master data management
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MDM tools are a developing concept — one that has
been around only for a few years. Today’s solutions can
be incorporated into a company’s architecture, aligning
key tax and finance account and entity hierarchies.
Examples of MDM tools include:
• Oracle® — both a data relationship management tool
and a financial data management tool
• SAP® — NetWeaver® MDM
• IBM® Cognos®
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Key MDM benefits fall in three areas:
• Automation and efficiencies — Leveraging the same
data assurance processes, the same chart of accounts,
and legal entity hierarchies enables automation of as
much as 70 percent of the tax provision process.
• Internal controls are closely aligned with the finance
data and process.
• Data transparency in analysis and reporting — Some
tools allow you to drill down from management
reporting to finance reporting all the way to the
general ledger with a click of the mouse, rather than
opening multiple applications and trying to keep those
in sync.

Master data — Data relationship management

Consolidate

The exhibit to the right illustrates four broad areas of
MDM: data governance, data sharing, data rationalization,
and data consolidation.

Books
Reports

Rationalize

A lot of focus today is on moving from closing to
reporting — that “last mile” of finance. But at least as
much focus should be on the foundation: the metadata
from around the organization, how it’s managed,
and how it moves around the organization. MDM
offers a way to address this, but it is one of the more
misunderstood and under-deployed tools in the tax
environment. Many organizations already have the
software — so it’s not a matter of buying something
new. Rather, you need to understand what tools your
organization already uses and to get involved in applying
those capabilities to tax processes.
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Trends in EPM analytics
Analytics is the practice of using data to manage
information and performance — and make more effective
decisions. It can apply to almost any business issue.
Analytics has quickly shifted from a heavy reliance on
operational data to a mix of current internal and external
signals able to shape forward-looking business decisions
on a real-time basis.
One advantage of these tools is that they can “bolt”
onto a financial, ERP, or EPM system and provide that
extra level of detail. Transfer pricing is one area ripe for
EPM support due to the low level of data needed, such
as product and sales information. Most companies have
developed a set of models to address transfer pricing.
Many use Microsoft Excel, but analytics tools are the way
of the 21st century, providing a step change in what you
can do with data. EPM tools have very good analytics
capabilities, and vendors in the EPM space are beginning
to focus on this area including its powerful use in the tax
environment. Thomson Reuters® also offers an operational
transfer pricing tool to facilitate contemporaneous
transfer pricing computations.
Building the case for EPM
Fiscal challenges across the globe and efforts by countries
to “get their fair share” are receiving a heightened
level of awareness, particularly at the board and audit
committee levels. How can you get better visibility to
this data in a timelier manner? Today’s EPM tools enable
more transparency to data and also provide executive
dashboards and mobile applications to complement the
capabilities.
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Whether you are looking to get involved at initial
implementation or upgrade or to take advantage of an
EPM solution already in place, there is a growing business
case for doing so. In addition to the integrated controls,
data access, and alignment with the financial close
process (discussed earlier), there are other benefits. These
include the ability to redeploy resources to strategic and
scenario-type planning and other higher-value activities,
reduce tax compliance costs, and streamline the data
consolidation/collection process. Indirectly, an EPM
solution can support more specific requirements, such
as automatic calculations for intercompany accounting
and foreign exchange tax accounting; supplemental data
collection for wage and other material data required for
tax credits computations; and calculations to support
structured accounting methodologies.
Today’s marketplace includes more tools at your
disposal than ever before. One size doesn’t fit all, and
like businesses in general, tax departments and their
needs evolve. Take some time to understand all options,
including those that may already be in place within your
organization.
Tax executives’ perspective
Deloitte hosted a Dbriefs webcast to discuss perspectives
on current reporting trends, including trends in tax
accounting, specific reporting challenges, and other hot
topics in the close consolidation reporting process. The
presenters also discussed a foundation for sustainable
EPM solutions and trends in EPM analytics. More than
1,500 participants shared their own views through
responses to polling questions posed during the webcast.

To kick off the discussion, the presenters asked for a show
of hands with respect to primary enterprise financial
consolidation systems in use. 35 percent of participants
said their companies use Oracle® Hyperion Financial
Management (HFM) solutions, while another 17 percent
use SAP® Business Planning & Consolidation (BPC).
Thirty-one percent said they use “other” solutions such as
Longview, SAS,® or iN4.

About 27 percent of participants cited lack of taxsensitive detail in either the general ledger or in financial
consolidation as the biggest obstacle to adopting EPM for
tax reporting. Fifteen percent said lack of out-of-the-box
tax capability in EPM software is the biggest obstacle. Just
10 percent said they don’t believe there are obstacles to
using EPM tools.

What is the primary financial consolidation systems utilized
by your company?

What is your primary obstacle to adopting EPM for tax
reporting in your organization?

12.5%

6.7%
22.0%

10.3%

42.3%
16.5%
30.6%

14.1%

3.7%

14.7%

17.1%

9.5%

Oracle® HFM

Lack of legal entity

Oracle® Hyperion Enterprise

Lack of tax-sensitive detail in financial consolidation

SAP® Business Planning & Consolidations

Lack of tax-sensitive detail in general ledger(s)

IBM Cognos® TM1® or Cognos® Controller

Lack of out-of-the-box tax capability in EPM software

Other (i.e., Longview, SAS,® iN4, others)
What is a financial consolidation tool?

No obstacles
Don’t know/not applicable

Source: Deloitte’s Tax Operations Dbriefs webcast, “EPM’s Next Frontier: Close Consolidation Systems Take on the Tax Provision Process,” held on February 21, 2013.
Polling results presented herein are solely the thoughts and opinions of survey participants and are not necessarily representative of the total population.
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Across the board, companies are dealing with the effects
of having multiple tax systems, affecting their ability to
devote time to value-added activities such as forwardthinking analytics. Only 19 percent of webcast participants
said that they spend the most time on analytics, financial
reporting, and management reporting. About 30 percent
of participants said they spend the most time in the

financial close process on data collection, reconciliation,
and preparation. Thirteen percent devote the most time to
working through spreadsheet model fixes, data rollover,
and maintenance. Smaller numbers — nine and eight
percent, respectively — devote the most time to data
assembly, reconciliation, validation, consolidation and
ledger close.

Where do you spend most of your time in the financial
close process?

What would be the potential impact on tax planning by
having tax reporting aligned with financial reporting at
your organization?

20.9%
29.5%

25.0%

28.8%

13.0%
8.2%

6.6%
29.7%

19.3%

9.1%

9.9%

Data collection, reconciliation, and preparation

Significant improvement to tax planning

Ledger close

Somewhat improved tax planning

Consolidation

No impact on tax planning

Analytics/financial reporting/management reporting

I have no visibility to legal entity-based financial reporting
with the corporate forecasting planning
Don’t know/not applicable

Working through Microsoft Excel spreadsheet model fixes, data
Don’t know/not applicable

Source: Deloitte’s Tax Operations Dbriefs webcast, “EPM’s Next Frontier: Close Consolidation Systems Take on the Tax Provision Process,” held on February 21, 2013.
Polling results presented herein are solely the thoughts and opinions of survey participants and are not necessarily representative of the total population.
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Many organizations continue to rely on spreadsheets to
prepare provision computations. Indeed, 62 percent of
webcast participants said they rely primarily on Microsoft
Excel for this purpose. A little over 20 percent use tax
provision tools — including 13 percent, ONESOURCE®;
seven percent; Corptax® Advanced Global Provision; and
two percent, Longview Tax.

What tool do you rely on primarily to prepare your overall
provision computation?
11.7%
3.9%
2.1%

In summary, aligning with the existing financial reporting
Consolidation and Forecasting Planning & Analysis (FP&A)
framework by leveraging EPM and related analytics tools
shows a lot of merit to many companies evaluating their
roadmap to fully deploying EPM. EPM tools and tax-specific
software tools can enable the tax executive to focus
on more forward-facing activities instead of “rearview
mirror” (i.e., focus on last quarter or last year). Time can
then be refocused toward value-added strategic planning,
forecasting, and strategy execution as opposed to pure
focus on data administration (i.e., compilation, collection,
validation, and reconciliation of data). This higher quality
and more timely data can drive value by enabling a more
effective and efficient analytics enhancing insight and
foresight to support key enterprise decision makers.

7.1%
62.0%
13.2%

Microsoft Excel spreadsheets
ONESOURCE® Tax Provision
Corptax® Advanced Global Provision
Longview Tax
Vertex®
Oracle® HFM or SAP® BPC related solution

Source: Deloitte’s Tax Operations Dbriefs webcast, “EPM’s Next Frontier: Close Consolidation Systems Take on the Tax Provision Process,” held on February 21, 2013.
Polling results presented herein are solely the thoughts and opinions of survey participants and are not necessarily representative of the total population.
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+1 703 835 0204
micjohnson@deloitte.com

Albert Fleming
Partner
Deloitte LLP
+44 207 303 0467
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For more resources that can help address the challenges tax departments face today, visit www.deloitte.com/us/movetaxforward.
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