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Digital Transformation Drives Tax Automation

Digital Transformation Extended Control Options Tax Automation

CEOs demand 

automation

Countries 

demand 

transparency

https://assets.kpmg/content/dam/kpmg/xx/pdf/2019/05/kpmg-global-ceo-outlook-2019.pdf
https://assets.kpmg/content/dam/kpmg/xx/pdf/2019/05/kpmg-global-ceo-outlook-2019.pdf
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Tax Calculation and Reporting – Business Perspective
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A business would typically use 

results of the direct tax 

calculation for:
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What is Tax Calculation and Reporting?

•Collection and 
calculation of tax 

positions required for 
external and internal 

reporting

• ETR planning

• What-if simulation

• Current tax calculation

• Deferred tax 
calculation

• ETR

• Full integration into 
SAP S/4 HANA and 
SAP ERP

Calculation

Reporting

Integration

Planning
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1. Data Input
(SAP ERP & SAP S/4 HANA)

Preparation of direct tax 

declarations (CIT and Local/ 

State tax) and transmission to 

financial authorities or e-filing

3. Tax declaration and (e-)filing

Direct Tax Data Lifecycle

SAP-based management of corporate income taxes:

Leveraging all data from SAP ERP 

which is relevant for deferred and    

current tax calculation.

No additional development of interfaces 

needed.

Direct link from values in the tax 

calculation to the to the underlying 

posting in SAP ERP.

Quality control of tax 

relevant information and 

accounting

Data Monitoring
(SAP Tax Compliance) Automatic or automated posting of

- Tax provision

- Deferred tax positions

- Current and deferred tax expense

Optional if a tax ledger is used: Post tax 

balance values to the tax ledger.

2. Tax calculation, 
Conversion & Reporting

Current and deferred tax 

calculation, tax transfer 

inside group, conversion 

and tax reporting

Accounting (IFRS and/or 

Local GAAP) and ERP-

master data.
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Interaction of SAP ERP & SAP S/4 HANA with SAP Profitability and 

Performance Management Add-On

Financial Statement Item

GL – Accounts Local 

GAAP

GL- accounts IFRS

Tax Ledger

Company Master Data

Exchange Rates

Company Structure Data

…

Tax Calculation

• Tax transfer along 
company’s hierarchy

• Complete the current tax 
calculation

• Complete the deferred tax 
calculation following the 
timing or the temporary 
approach 

• Local currency conversion 
into group currency

• Automatically generate:

• Tax positions

• Notes: Tax rate 
reconciliation

• Optional if tax ledger is used: 
post tax base (tax balance 
values) to the tax ledger

Current Tax 
Calculation

Deferred Tax 
Calculation

Tax Positions

Tax Rate 
Reconciliation

SAP Profitability and Performance Management



PUBLIC© 2021 SAP SE or an SAP affiliate company. All rights reserved.  ǀ

Calculation Approach

Mostly used in Europe.

Permanent or temporary difference tax 
base or carrying amount.

Balance Sheet Report.

P&L based timing Balance sheet based temporary 

Mostly used in USA.

Changes in permanent or temporary
difference tax base or carrying amount 
between current and prior period.

Current Tax Calculation Report.
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Accounting 
profit (EBT 

IFRS)

Profit/loss for a 
period before 
deducting tax 

expenses

Expected Tax 
Expense = EBT 

* Group Tax 
Rate

Expected Tax 
Expense

Increasing for 
non-deductible 

expenses

Decreasing for 
tax-exempt 

income

Further 
adjustments 

Accounting profit           Taxable profit

Tax Rate Reconciliation

Tax Expense
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Environment Overview

Tax Calculation and Reporting
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Calculation Model

Predefined report 

queries

Direct tax 

calculation

Conversion of 

calculated results 

into group currency

Execute calculation 

and write results to 

data source

ERP and/or 

manually uploaded 

data sources

Join of relevant 

input data
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Process Orchestration and Workflow

Tax reporting process 
overview

P&L account mapping Current tax 
calculation

Deferred tax 
calculation

Tax losses Tax rate reconciliation Group reporting Tax transfer table
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Report Management 

Tax Expense Breakdown Non-Deductible Items Breakdown of Deferred Tax

After increasing Group 

Tax Rate parameter by 

5%, the changes are 

visible in the Group Tax 

Rate and Expected Tax 

Expense

What-If Simulation

Reports

Wide range of fancy and 

interactive visualizations


