
www.pwc.com/annualreview

This is an excerpt from 
PwC’s Global Annual 
Review; to see the full 
publication, visit 
pwc. com/annualreview

Harnessing 
technology to 
transform 
tax systems
Global Annual Review 2015



Tax has never been higher up the  
agenda of governments, businesses, 
citizens and other stakeholders ranging 
from non-governmental organisations  
to the media. 

This unprecedented scrutiny, along  
with sweeping changes in tax policy  
and the increasing use of technology,  
is transforming the tax environment.  
In my view, these factors will shape  
the tax systems and functions of  
the future. 

Tax has always played a vital role in society, 
generating the funds for investment by 
governments in public services and infrastructure. 
However, in recent years we’ve seen the profile 
and significance of tax rise dramatically  
across society as a whole, driven by several 
interrelated trends. 

For governments, the recent global economic 
downturn has seen public finances come under 
heavy pressure in many parts of the world.  
This fiscal squeeze has led tax authorities to 
focus on increasing tax compliance. Meanwhile, 
companies continue to manage their tax  
costs to be as efficient as possible while 
grappling with tax laws not designed for  
today’s business activities.

Reputational risk analysis
Wider factors have also come into play.  
The debate over whether companies pay their 
‘fair share’ has seen multinational corporations 
criticised publicly for implementing tax 
structures allowable under current tax law. 

Given this trend, businesses must be ready  
to engage and respond to questions around  
tax in a clear and understandable way, and to  
a much wider base of stakeholders than before. 
In fact, I believe reputational risk analysis 
should now be carried out by companies as  
part of any tax planning.

Harnessing technology 
to transform tax systems

By Rick Stamm, PwC Vice Chairman, Global Tax

Does technology lead to greater efficiency, 
compliance and trust?
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Broad-based tax policy changes
The increased scrutiny of multinationals’ 
international tax policies has led the 
Organisation for Economic Cooperation and 
Development (OECD) to tackle the issue of  
tax base erosion and profit shifting (BEPS).  
The OECD’s Action Plan on BEPS began in 2013 

Helping Despegar.com sustain its leading 
position in the Latin American travel market
For more than a decade, Despegar.com has 
been one of Latin America’s leading international 
travel agencies. Operating in more than 20 
countries, the company has built its success 
on a sophisticated IT platform, enabling it to 
act as an intermediary selling flight tickets, 
hotels stays, cruises, car rentals and tourism 
packages from and to any part of the world.

While growing its business by providing  
an ever more comprehensive solution for 
travellers, Despegar.com has faced several 
challenges. These have included the need to 
forge strong relationships with hotel chains 
and international airlines to offer products 
for all segments. 

A further challenge for Despegar.com has 
been managing tax compliance across the 
various tax regimes in the region as well as 
exchange control regulations. In order to 
continue its growth and operate efficiently, 
Despegar.com needed to attribute income  
to different subsidiaries while growing the 
intellectual property and IT at the core of  
the business.

Two years ago, Despegar.com was seeking  
a trusted adviser to help it manage its tax 
affairs – and it turned to PwC Argentina. 
Since then, a combined team drawn from 
PwC firms in Latin America, plus PwC Spain 
and PwC US, has been working closely with 
the client. 

“From a transfer pricing perspective, our role 
has included designing a business model to 
allocate operating income in a sustainable way 
to the various jurisdictions where Despegar.com 
operates,” says PwC Argentina partner José 
María Segura. The PwC network team has 
also reviewed the overall indirect taxation 
paid by the company across the region, as 
well conducting specific in-depth reviews of 
its potential tax exposures in certain countries. 

The PwC network team has been able to 
consolidate its position as a global trusted 
adviser to Despegar.com, and contributed to 
helping the company sustain its leadership 
position in the Latin American travel market. 

Case study

Tax

with the aim of addressing perceived flaws in 
international tax rules, and is scheduled for 
completion by the end of 2015. There are some 
critical aspects of the BEPS project that I believe 
organisations must consider in their business 
and tax planning.
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One of these aspects is BEPS’ robust transparency 
agenda, which will bring about unprecedented 
changes to tax compliance requirements – in 
turn triggering behavioural changes among both 
taxpayers and tax authorities. Another is BEPS’ 
focus on economic substance and the number of 
employees within each jurisdiction. This raises 
several uncertainties and risks: if the standards 
for economic and people substance vary between 
states, then multinationals could again find 
themselves without clarity.

The digital transformation underway in 
business is further compounding the complexity 
and risk, as governments struggle to adapt their 
tax laws to this changing landscape. While the 
OECD is working to identify appropriate tax 
rules for digital business, this is the most 
difficult issue within BEPS – and seems unlikely 
to be fully resolved through the BEPS process.

Growing role of digital
Overall, BEPS brings far-reaching implications 
for taxing authorities, multinationals and 
professional tax advisers – and will also increase 
compliance requirements and complexity. In 
parallel, the global tax environment is feeling 
the impact of another disruptive force: the 
growing role of digital technologies across the 
entire tax landscape. 

This shift towards digital is manifesting itself in 
tax regimes globally. Perhaps the most obvious 
impact is that technology is allowing taxing 
authorities not just to collect routine tax data 
through e-filing, but also to use it to gain a 
deeper understanding of taxpayers’ behaviour 
and potentially to shape a fairer and more 
responsive tax regime.

Technology is also beginning to change the 
types of taxes being levied. In the past few years 
several new taxes have been introduced that 
rely entirely on technology for both compliance 
and enforcement, and which would simply not 
have been feasible without digital capabilities. 

An example is the US Foreign Account Tax 
Compliance Act which targets tax non-compliance 
by US taxpayers who hold foreign financial 
accounts. Fifteen years ago a tax measure like  
it could simply not have been attempted. 

In the EU, technology lay behind the changes 
introduced at the start of 2015 to the EU’s 
enforcement of value added tax (VAT) on  
the sale of digital products and services such  
as e-books, online courses or downloads. 

Previously, companies selling digital offerings 
from a non-EU jurisdiction did not need to levy 
VAT. Internet technology enabled the EU tax 
authorities to level the playing field, by using 
each consumer’s IP address to identify their 
country – enabling the location at which VAT 
arises to be switched from seller to buyer. 
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Helping the Dutch government channel funding to  
low-income countries while meeting strict tax criteria
Entrepreneurs and small and medium-sized businesses 
(SMEs) doing business in developing countries are  
often hampered by a reluctance on the part of banks  
to provide them with the finance they need. According  
to the Dutch government, this can result in missed 
opportunities for sustainable economic development 
growth in the countries concerned – affecting all sections 
of the population – and also for the Dutch economy.

To help address this issue, the Dutch Good Growth  
Fund (DGGF) was launched in 2014, to offer SMEs in 
low- and middle-income countries a source of finance  
for relevant local investments. With a scope covering  
68 countries, the DGGF favours female and young 
entrepreneurs, and entrepreneurs in fragile states,  
and funds activities that create new local jobs, increase 
local production capacity or contribute to the transfer  
of knowledge to developing countries. The hope is  
that by investing in intermediary funds (‘IFs’) and  
SMEs in Asia, Africa, Latin America and Eastern  
Europe, DGGF will help to boost economic growth  
and prosperity in the target countries.

Before the launch of DGGF, the Dutch Ministry of  
Foreign Affairs needed to appoint a firm to manage  
the €175 million revolving fund-of-funds for SMEs  
in low-income countries. A necessity was that the 
manager would be able to work within strict criteria  
for DGGF investments, including tax compliance  
and anti-tax-avoidance criteria for both IFs and  
SMEs. These provisions represent a breakthrough  
for good tax governance, as they include corporate 
responsibility (CR) tax criteria for investments.

Having assessed our cross line of service proposal, the 
Ministry awarded PwC Netherlands a ten-year contract  
to manage DGGF. The fund management engagement is 
led by Advisory partner Anton Koonstra: “The engagement 
combines the best efforts of our Advisory, Assurance 
(sustainability), and Tax practice.” 

Eelco van der Enden and Clark Noordhuis, as PwC 
Netherlands Tax partners, lead the tax team of the DGGF. 
The PwC tax team began by working in close cooperation 
with the Ministry to design a tax review process for every 
IF in which the DGGF invests. The assessment resulted  
in PwC providing recommendations and assistance  
on developing an IF tax function able to manage tax 
effectively, help prevent tax avoidance and ensure tax 
compliance. The PwC tax team also monitors and reports 
on adherence to the tax criteria – and in cases where 
remedial action is needed, IFs and SMEs can ask the  
PwC tax team for assistance. 

Eelco van der Enden comments: “In this long-term 
assignment, PwC’s Tax Reporting & Strategy and Financial 
Services teams are closely working together to bring to  
bear a valuable mix of tax capabilities. This includes a 
combination of tax management, tax compliance,  
tax technical and financial services expertise.”

“Ensuring fair taxation and combating tax avoidance and 
evasion is a priority in our development cooperation policy. 
It is important that large firms like PwC embrace this 
objective. In this context, we welcome the constructive 
dialogue with PwC, which is a solid contracting partner for 
our Dutch Good Growth Fund,” states Jeroen Roodenburg, 
Director Sustainable Economic Development at the 
Ministry of Foreign Affairs of the Netherlands.

Getting compliance right
These changes bring clear implications on the 
taxpayer side, where businesses must ensure 
their own tax processes and systems keep pace, 
particularly as BEPS moves to implementation. 
A priority for many companies is creating  
more sophisticated tax compliance capabilities 
to mitigate the risk of financial penalties or 
reputational damage from non-compliance.

Given the imperative to get compliance right, 
larger corporations’ overall spending on tax 
management is estimated to break down as  
80% on compliance and 20% on planning.  
As tax regimes become increasingly enabled  
by – and dependent on – technology, the need  
to keep updating compliance systems means 
these proportions are unlikely to change.

And with BEPS set to usher in increased 
transparency and compliance, I believe the  
tax function of the future will be shaped by  
the need for a solid technology strategy to  
help companies comply with the rules and 
uncover future opportunities. 

Case study

Tax
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Technology’s role in building trust
As tax authorities and policymakers continue  
to adapt to a world of digital innovation and 
fiscal challenges, we’re also seeing several 
moves worldwide – including BEPS – that aim  
to rebuild public trust in the tax system while 
enabling global trade and business to thrive. 

In my view, tax authorities’ drive to realise  
the benefits of technology can help to achieve 
these same trust-building goals, by making  
the levying and enforcement of tax faster,  
more transparent and more accountable.  
The power and insight enabled by digital can 
also support greater transparency, compliance 
and trust across the tax environment.

Transforming tax systems
So, as taxpaying organisations look to invest  
in their tax functions to meet new challenges 
and seize the opportunities afforded by 
technology, what actions do they need to  
take? I recommend five steps.

• First, secure board involvement in setting 
risk tolerances in tax affairs. The BEPS 
recommendations will require a higher 
degree of discussion and analysis around  
tax than ever before

•  Second, understand the tax risks in  
the organisation arising from its  
business operations. The tax function  
must provide assurances to authorities  
and other stakeholders regarding the 
adequacy of the controls and process 
framework for managing tax risks.  
A thorough understanding is needed  
of where those key risks lie within the 
business. This includes strong tax 
governance and an agreed tax strategy 
aligned with business objectives, which 
reflects the expectations of customers, 
clients, staff and other stakeholders

• Third, devise a technology plan. This 
should be a three-to-five-year blueprint 
addressing areas including compliance, 
document and process management, 
analytics and data integration. Companies 
can reap particular benefits from leveraging 
Enterprise Resource Planning (ERP) and 
other financial and business applications 
using a tax-centric information approach. 
Many tax functions still use manual 
processes and spreadsheets that slow the 
pace of work and limit access to data. Using 
technology to centralise and share data and 
documents allows tax teams to improve 
efficiency and quality while reducing risk

• Fourth, create automated, transparent 
processes and extend collaboration beyond 
tax. A tech-savvy approach facilitates 
sharing of tax documents, and frees up tax 
professionals for strategic tax analysis, 
planning and risk management – generating 
business-wide benefits

• Finally, dive deeper into the data.  
Data is the new currency of business,  
and converting tax data into strategic 
information opens up new dimensions  
for forecasting, modelling and decision-
making. For example, companies can  
model the effect of changes to tax laws or 
run scenarios for transfer pricing that 
integrate finance, supply chain and tax.

Overall, the message is clear. Tax and 
technology are increasingly linked – a trend 
that’s creating growing opportunities both  
for tax authorities and taxpayers. As tax  
systems are transformed for today’s business 
environment, tax functions and tax authorities 
must follow suit.

As tax systems are 
transformed for 
today’s business 
environment, tax 
functions and tax 
authorities must 
follow suit.

To find out more about what the future holds  
for taxing authorities and taxpayers, go to:  

www.pwc.com/taxfunctionofthefuture
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Working with Wrights  
Group to create value  
across six countries
With its headquarters in Northern Ireland, 
Wrights Group Ltd is a leading European 
designer, developer and manufacturer of 
advanced public transport vehicles. Over  
nearly 70 years, the company has gained an 
international reputation for innovating and 
building vehicles that excel in style, quality  
and reliability. 

PwC UK has been working with the business 
since 2009, initially assisting the group to 
secure research and development (R&D) tax 
credits in relation to its investment in 
developing new bus technologies. Since then, 
Wrights Group has successfully expanded into 
international markets, with group annual sales 
increasing from £130m in 2009 to around 
£250m today. 

As Wrights Group has grown, so too has the 
range of services provided, from both PwC  
UK’s Belfast office and the global PwC network. 
In addition to ongoing R&D tax credits work, 
our tax team has advised the group on UK 
Patent Box requirements, implementing global 
operating models and international structuring 
to support the group’s expansion into Hong 
Kong, Singapore, China, India and Malaysia. 

International growth and development have 
also broadened the range of services and 
support that PwC provides to the group. 
Complementing its corporate tax advice,  
PwC has assisted and advised Wrights Group  
in relation to expenses policies, international 
assignees and overseas employer compliance 
obligations and VAT and Customs duties.

A collaborative professional relationship 
characterises how PwC and Wrights Group 
work together. PwC has provided support to  
the group’s finance function in Ballymena, 
Northern Ireland and recently was appointed 
auditor of group overseas subsidiaries in 
Singapore and Hong Kong. 

What began as a tax relationship between PwC 
and Wrights Group has become a partnership 
that spans lines of service and international 
borders, focusing our strengths and insights  
on helping the company and its management 
team exploit innovation and broaden markets, 
delivering profits and sustainable employment.

Combining the strength and insights of our  
tax and other lines of service with our global 
network has helped build wider and deeper 
collaboration between PwC and Wrights Group 
and collectively, these factors have all been 
essential to the success of our relationship  
with the company and its management team.

Says Janette Jones, PwC’s tax business unit 
leader in Northern Ireland: “That strength is 
evidenced by the fact that in FY15, over 70 PwC 
professionals in six countries were working to 
support the Wrights Group account.”

Mark Johnston, Wrights Group Chief Financial 
Officer said: “Our relationship with PwC has 
grown in value and trust, and has helped 
contribute to increased innovation, market 
growth and revenues.”

Case study

Tax
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