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There is no shortage of challenges and opportunities facing today’s tax functions. Rapid
globalisation, new developments in tax laws, changesin accounting standards and
increased demands from tax authorities are all increasing the burden on tax and finance
departments. In addition, the COVID-19 global pandemic has taught us all the importance
of remote working and building a team that can adapt to strenuous circumstances. All the
while tax functions are challenged with providing more and better reporting and
compliance, in less time.

Across the KPMG organisation, we are investing US$5 billion over five years in technology,
people and innovation to help accelerate the digital transformation of KPMG firms and our
clients, with more than US$1billion being invested in tax & legal technology specifically
through that period. Through this investment we have combined our technology,
transformation and compliance capabilities under a new framework — Tax Reimagined.

Tax Reimagined framework

Tax Reimagined is a technology- gy Sourcing
enabled holistic approach to help @5

organisations develop a strategy for

their tax function and design a /

target operating model to enable 31| Operations
them to reduce costs, mitigate

risks, improve quality and drive |:

more strategic value across their Strategy il

organisation. Performance

In our Tax Function Benchmarking Survey of Swiss companies in 2021, Heads of Tax and
Finance were asked about the current state and future plans for the strategy, sourcing,
operations and performance of their tax functions.

Headquartered
(or with a
regional HQ) in
Switzerland

35 companies

80% of
respondents have
>50 entities
worldwide

/,9 Broad range
6// of industries
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Most companies surveyed either already have a documented tax strategy / tax
governance policy or planto put one in place

No, but we
plan to

35% res
50%

15%

-/ No, and no plans to

document a tax strategy

Common key points covered by the tax strategy — for those organisations that have one —
include governance and responsibilities, as well as principles guiding tax planning,
relationships with tax authorities and compliance.

* |n Switzerland there are currently no plans to require
companies to publish their tax strategy by law. In other
countries, however, obligatory public disclosure of tax

’ ’ strategies is being considered or has already been
implemented.
+ Additionally, for anumber of years tax transparency has

been widely debated, which has led to a number of

KPMG’ initiatives such as the OECD'’s Inclusive Framework on
S Base Erosion and Profit Shifting (BEPS) and reporting
comments requirements such as Country by Country Reporting.

* Having a documented tax strategy or governance policy
approved by the board, whether published or not, is a
helpful first step towards demonstrating good governance.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
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We asked companies how they would describe the current state of their tax function

\We have an idea of how our tax
function needs to transform but
have not yet put a plan into action

Going through a
transformation at the moment

44% 47%
6% 3%
We need to completely Already reached our
rethink the tax function ideal future state

Clearly, transformation is a hot topic within tax functions
’ ’ currently, whether this is due to the need to deal with

ever-increasing compliance obligations, aligning with other

internal transformations, such as finance transformations,

or simply because the current operating model no longer
KPMG’s comment fits the needs of the tax function or the tax strategy vision.

Very few companies consider that their tax functions are well prepared for the
future, for example considering digital data exchange and real-time reporting

We are preparing, but there is still more to do

18% 79%
Not ready at all 3%
We are completely
prepared

Real-time reporting already exists in certain countries, and
’ ’ the level of digital exchange of data with tax authorities

will only increase. Now is the time for tax functions to get

prepared to ensure that future compliance obligations can

be met and to reduce the risk of in-depth audits from tax

KPMG’'s comment authorities —or indeed be ready for what conclusions the
tax authorities might draw from increased data access.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.



Survey results

SOUrcing

Most companies either have a mix of insourcing and outsourcing or fully insource
their compliance activities, depending on the type of compliance

Corporate income tax

Indirect tax returns

Customs

Tax reporting

Transfer Pricing docum entation
Statutory Financial Statements
Bookkeeping

Payroll

Company secretarial services

Fully insourced

Fully outsourced

15% 12% 9% 65%
35% 6% 3% 56 %
26 % 6% 6% 62%
65% 35%
15% 9% 6% 71%
59% 41%
82% 18 %
41% 6% 6% 47%
62% 3% 35%

Fully outsourced — single service provider

A mix of insourcing and outsourcing

— multiple service providers

Most companies do not planto ... although nearly half of those companies
outsource compliance activities that are outsourcing to multiple service providers
currently insourced... may consider moving to a single service
provider
o 19%
18% ié’s 26% e
Maybe Maybe
56%
79% No

No

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
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We asked what was driving the desire to change for those companies considering
changing from insourcing to outsourcing...
71%  Cost reduction
100% Efficiency gains
71%  Risk reduction
43%  Make use of a service provider's technology
86% Improve quality of compliance
43%  Free up tax team resources
... and we asked the same question to those considering switching from multiple
service providers to a single service provider
58%  Cost reduction
50%  Improved visibility
B0% Fewer points of contact
83%  Efficiency gains
67%  Risk reduction
33%  Make use of a service provider's technology

» Efficiency gains were clearly important to those wanting or

considering a change towards outsourcing or switching to a
’ ’ single service provider.

» Cost and risk reduction were also important drivers, as well
as a desire to improve the quality of compliance for those
considering a move away from insourcing.

KPMG’s comments < Making use of a service provider's technology, freeing up
tax team resources, improved visibility and fewer points of
contact were considered important to a lesser extent.
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Besides tax technical expertise, tax function heads are also looking for more
operational capabilities such as project management, process improvement, data &
analytics and tax technology expertise when recruiting new team members

Tax

technology
expertise

e

35%

Project
Data & management
analytics

41% 1" 56%

53% @)

Other

Process
Improvement
capabilities

Q"

KPMG's
comments

Making the right choice for your company with regards to in-
or outsourcing depends on your tax function's vision and
strategy, whetheryou have theright resources and
capabilities within tax or finance, and whether it make sense
to leverage a third party provider for specific processes.

Based on our survey results, Swiss companies employ a
varied mix of in- and outsourcing depending on the type of
compliance activity, however at KPMG we have noticed an
increasing amount of companies looking to outsource
compliance activities over the last few years.

It is also increasingly common for us to receive requests for
proposal (RFPs) that include multiple compliance services,
whereas in the past it was unusual to receive an RFP that
covered more than one or two compliance services. There
may be significant untapped synergies to be realised by
providing one data set to one service provider that could then
be used to drive multiple compliance processes.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
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The majority of respondents were only somewhat satisfied with their current
sourcing model for compliance
(1) () o )
6% 12% 68 Yo 15%
Very Somewhat Somewhat Very
dissatisfied dissatisfied satisfied satisfied
The key challenges identified were as follows
Accuracy of filings 21%
Timeliness of filings 15%
Quality of service (e.g. reliability, responsiveness) 26%
Lack of global visibility over compliance 50%
Overly manual processes 65%
Poor data quality from accounting system(s) 18%
Outdated technology / lack of supporting technology 35%
Relevant tax expertise and resources at the local level 44%
Complexity of local tax legislation 41%
Relationship with local tax authorities 12%
» Challenges including overly manual processes and outdated
technology are topics that come up often in our discussions
’ ’ with clients, who are concerned about a corresponding risk of
error and potential inefficiencies in their compliance processes.
» Similarly, a lack of global visibility over compliance is a key
concern. Greater visibility should provide clarity on whether
. there are appropriate controls in place to ensure accurate and
KPMG’s comments timely compliance, whether risks are appropriately mitigated
and whether processes could be more efficient and effective.
Qﬂm@ © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 8
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SAP is the most common ERP system used within the companies surveyed, whilst
more than a third of companies use more than one ERP system

29 21% || Oracle
Y 71%
26%
Workday \_/

Microsoft
Dynamics

The majority of organisations using SAP have not yet migrated to S/4HANA

During 2021 After 2023
8% 8% 46% 38%
We have already During 2022 /2023
migrated

+ SAP is the most widely used accounting system in the
companies we surveyed.

* The migration to S/4 HANA can be considered a “once in

’, ’ a lifetime” chance for tax functions to take the

opportunity to automate or digitalise tax processes, and
transactional based taxes in particular.

* lItis therefore very important for the tax function to be
KPMG’s comments integrated into the migration project as soon as possible
in order not to miss the chance to build desired tax
requirements or sensitivitiesinto the system.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
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Most respondents rated the quality of data available from their accounting system(s)
as “good” or “adequate”
0
. 0%
21 /0 Excellent
Insufficient
()
41%
Good
)
38%
Adequate
* Whilst many respondents rated the quality of data
available as “good”, a significant proportion gave an
“adequate” rating and a fifth said the data quality was
’ ’ “insufficient”, suggesting that there is plenty of scope
for improvement.
» Reasons given for lower ratings included that having
multiple ERP systems made it difficult to extract data in
KPMG’s comments a meaningful way, that there was a lack of granularity,
and that ERP systems were not sufficiently geared
towards tax.
m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 10
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Most companies describe their tax department as partially digitalised or not
digitalised...

Partially digitalised Mostly digitalised
24% 68% 9%
Not digitalised 0%

Fully digitalised

...and most use technologies which are only partly connected or are stand-alone
solutions

59% 29%

Our technology We use We use technology Other
landscape technologies as pure stand-alone

follows an overall which are partly solutions

concept: all connected, partly

control processes stand-alone

are integrated solutions

with interfaces to
all relevant areas
in the company

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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We asked what enabling technology is being used in the tax function

Tax reporting software 29% 24% 3% 44%
Tax compliance management 21% 9% 9% 62%
system
Tax control framewprk 24% 9% 68%
solution
Transfer Pricing documentation 15% 15% 15% 56%
software
Operational Transfer Pricing solution 24% 6% 9% 62%
Country-by-Country Report!ng 32% 24% 9% 359
solution
VAT engine 9% 12% 12% 68%
Data & Analytics tool 15% 12% 74%
Invoice processing tool 18% 50% 6% 26%
EU MDR (DAC 6) tool 26% 21% 3% 50%
Tax Audit Tracker 24% 6% 71%
Tax Risks Management Solution 29% () 65 %
Licensed software Via a third party service

In-house developed
solution

from a third party provider (managed service) Not applicable

» Generally speaking, the use of technology within tax
functions in Switzerland appears quite limited.

» Theresponses received regarding current levels of
’ ’ digitalisation are mirrored by the increasing number of
enquiries we are receiving to support Swiss
headquarters in developing a digital roadmap for the
global tax function.

KPMG’s comments + Key expectations forincreasing the level of digitalisation
of the tax function may include: reducing manual efforts
and increasing accuracy of processed data outputs,
facilitating an effective governance and control
framework and providing clear analyses and insights for
decision making.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 12
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We asked where the greatest opportunity for (further) digitalisation measures

were...
Corporate income tax

Indirect taxes

Customs

Transfer Pricing

Statutory financial statements / bookkeeping
Payroll

Other direct taxes

Other

... and what the biggest challenges were with regard to further digitalisation

Time / resource constraints

Lack of an overall strategy for digitalisation

Building up the necessary know-how in
the tax department

Insufficient overview of available tax
technology solutions

Complexity of the tax processes

Difficult to recruit employees with the necessary
tax technology expertise

Lack of a digitalisation culture in the company
Budget constraints

Other

* Time and resource constraints as well as budget constraints
’ ’ were mentioned as the most common challenges.

Interestingly, more than a third of respondees stated thata

lack of a digitalisation culture within the company and also a
lack of an overall strategy with respect to digitalisation were

challenges

. We expect that working in COVID-19 times may

KPMG’'s comments accelerate and improve the level of digitalisation within
companies in general.

m © 2021 KPMG AG, a Swiss corporation, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 13
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Most companies rated their tax processes and controls as “adequate” or “good”

Adequate Good

12% 56% 32%

[ — 0%

Excellent

Just over half of companies have a documented tax control framework in place

15% . 6%

Yes, we have a
comprehensive
framework in place

No, and no plans to
develop such a
framework

32% ~ — 47%

Yes, for selected
No, but we plan to
key areas
develop such a
framework
m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 14
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Forthose companies that have a documented tax control framework, we asked how
they ensure that their employees bring it to life

6% We have a software solution to keep track of the elements of the
()

control framework.

39%  We conduct regular country compliance meetings and / or have regular trainings.

50% No special software or training needed. Employees are aware of their roles and

responsibilities.

M%  Other

KPMG’s comments

Two thirds of the participants rated their tax processes and
controls as adequate or below. Considering the increasing
attention towards compliance and reporting on tax matters to
stakeholders and tax authorities, this will only increase the
need for better processes and controls in future.

Since the OECD published a guide for building better tax
control frameworks in 2016, an increasing number of
countries worldwide, e.g. Germany, UK and Denmark — but
not Switzerland so far — have introduced local regulations that
require the set-up of a robust Tax Control Framework.

We can see there is a clear trend towards developing a tax
control framework, with a third of participants planningto
develop such a framework and over half having one already in
place.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Effective tax rate (ETR) remains a popular key performance indicator (KPI) for tax
functions

Accuracy of returns and avoidance of penalties 9%
Results of tax authority inspections are as expected  15%
Personnel taxes are effectively managed  o%
Tax compliance deadlines are met on schedule  12%

Tax function stays within its budget  18%

Business units are satisfied with

0,
tax services provided i

Effective tax rate is at expected rate  47%
Tax risks are managed appropriately  41%
Tax savings achieved 6%

Result of internal audit findings 0%

Size of year end transfer pricing adjustment in

()
relation to key financial figures L

Regular review of over/ under tax prepayments 3%
No established KPIs  41%

Other 3%

+ ETRand tax risk management KPIs topped the poll, however not
quite half of the respondents in either case mentioned this as
one of their KPIs.

* Inthe current environment, where tax transparency is a hot topic
’ ’ and attitudes to tax are evolving, and in conversations with our
clients, we see some movement away from more traditional
ETR-based KPls towards other KPIs which might drive different
behaviour but can still demonstrate success for the tax function.

Interestingly, approximately 40% of respondents stated that

KPMG’s commen
G’sco ents their tax function has no established KPlIs.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent
firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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We asked organisations about any plans to make public disclosures with respect to

tax

No, but we have plans to
do soin the future

2% 1% | 47%

Yes, we currently

publish certain
tax information

No, we do not publish any such tax
information and do not have plans to do so

Q"

KPMG’'s comments

Under Swiss law there is currently no requirement to make any
public disclosures with respect to tax. However, there is a global
trend towards increasing public disclosures, indicated by
measures taken in other countries (for example in the UK, where
large business are required to publish a tax strategy) and with
the general increasing focus on Environmental, Social and
Governance (ESG) matters, for example the recent inclusion of
Tax in the widely adopted Global Reporting Initiative (GRI)
Standards for sustainability reporting.

The recent developments with respect to public Country by
Country reporting may also affect Swiss headquartered groups
with significant operationsin the EU.

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 17
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The majority of respondents felt sufficiently informed and prepared for the future
when considering how the world of tax is changing in terms of increased
transparency, compliance and reporting obligations and digitalisation

Not very well
informed / Well informed/
prepared Quite well informed/ prepared prepared

18% 71% 12%

0%
Not informed / prepared

Finally, we asked what impacts COVID-19 has had on the tax function and its planned
projects

50% Delayed projects

12% Challenges with having the right information at the right time

29% More focus on digitalisation of processes

56% New ways of collaboration

9% Impact on tax operating model — stronger centralisation of the tax department

0%

Impact on tax operating model — stronger decentralisation of the tax department

15% Other

’ ’ As we emerge from the COVID-19 pandemic, we expect a greater
focus on reimagining the tax function as organisations build upon
their new ways of collaboration and ideas for digitalisation of
processes, whilst minimising cost and maximising efficiency.

KPMG’s comment

m © 2021 KPMG AG, a Swiss comoration, is a subsidiary of KPMG Holding AG, which is a member of the KPMG global organization of independent 1 8
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We would be pleased to discuss the survey results with you and explore how we may be
able to support you to reimagine your tax function. Please do not hesitate to contact us.

Christoph Funke

Director
Tax & Legal
Global Compliance and Transformation

+41 58 249 28 06
christophfunke@kpmg.com

Joanna O’Hora
Senior Manager
Tax & Legal

- o
g": g 4\ Global Compliance and Transformation
A

+41 58 249 35 81
joannachora@kpmg.com

David Oberson

Partner

Tax & Legal

Accounting & Payroll Senvices

+41 58 249 37 92
doberson@kpmg.com

. J iﬁ ﬂ Kpmg.com/socialmedia

The information contained hereinisof a general nature andisnotintended to addressthe circumstancesof any particular
individual orentity. Although we endeavorto provide accurate and timely information, there can be no guarantee that such
information isaccurate asof the date itisreceived orthatit will continue to be accurate in the future. No one should acton
such information withoutappropriate professional advice after a thorough examination of the particular situation. The
scope of any potential collaboration with audit clientsisdefined by regulatory requirementsgoverming auditor
independence. If you would like to know more about how KPMG AG processes personal data, please read our Privacy
Policy, which you can findon ourhomepage at www.kpmg.ch.
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