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Tax has changed significantly, and continues to do so. Tax 
authorities are asking for more data, more often, in more 
detail and are sharing it more readily. There is an increased 
focus on transparency by governments and tax authorities, 
and a spotlight on tax in the media. 

At the same time, technological progress has meant that 
digital disruption is affecting many sectors of the economy – 
the telecoms sector is both impacted by this but importantly 
is also a key driver of it. It’s never been more important for 
telecoms businesses to make sure they have efficient, effective 
and transparent tax functions of their own, both for internal 
compliance and to meet the potential need to play a more 
active role capturing transactional information which may be 
used by tax authorities.  

More broadly, companies are facing stress on budgets and 
resources, and business model pressures brought about 
by political, economic and corporate change. Now more 
than ever, Tax functions need to be flexible for the future but 
also need to change the way they work with the rest of the 
business today – evidencing their new role as a profit, not a 
cost, centre. This is particularly acute in the telecoms sector 
where economic pressures have brought about changes in 
operating model and as diversification takes place into new 
jurisdictions and offerings. For example, there has been an 
accelerated move to centres of excellence both from customer 
service and ‘back office’ perspectives. Also, M&A activity can 
make it increasingly difficult for tax to collect the consistent 
set of data it needs to be compliant across the business. At the 
same time, the focus on automation from a customer facing 
perspective continues, with customer service functions and 
processes increasingly being automated. This trend will only 
continue and will filter through to other functions within  
the business. 

We are seeing many tax functions respond to these 
challenges simply by doubling their efforts to keep compliant, 

“We know what we are, but know not what we may be”
Hamlet, Act 4, Scene 5

but now is the right time to ‘take a step back’ and consider 
different ways of working. For the telecoms sector, the sheer 
number of low value transactions presents a challenge from 
a tax perspective, especially when the global nature of these 
transactions is considered. Each transaction the business 
carries out potentially creates a taxable presence resulting 
in compliance and reporting burdens, potentially in multiple 
jurisdictions. As such, with an increasing need to collect richer 
tax information and automate tax decisions in ‘real time’ the 
telecoms sector is at the forefront of the need to automate 
and leverage new technologies, such as machine learning. 
We are seeing increasing numbers of clients consider the 
potential that  these technologies offer for other areas such 
as tax, finance and treasury from cost, efficiency and risk 
management perspectives.

What’s the impact on tax functions?
We are finding the above issues are having a highly 
operational impact on our client’s tax and finance functions, 
in four key areas:

Risk: The telecoms sector continues to experience high levels 
of M&A activity and innovation, especially as traditional 
markets become saturated. High growth markets such as 
Latin America and the far-east are seen as core platforms 
for future growth, however their tax systems often bear 
little resemblance to more traditional markets. This requires 
a level of flexibility and pro-activity, but also presents a 
myriad of risks from a tax perspective which must be actively 
managed. For example, there may be transfer pricing issues, 
establishment issues or basic requirements to raise compliant 
invoices and collect data to ensure tax compliance in new and 
different areas. There is also increasingly the use of telecoms 
solutions to collect, or effect the collection, of payments for 
third parties (e.g. via mobile ‘apps’). 

All this increases business complexity and risk, from a number 
of perspectives, but technology can help tax and finance 



functions keep on top of their changing businesses and 
provide early warning of any potential issues. It can also help 
automate basic compliance and reporting processes. Such 
issues, for example include knowing what needs to be filed; 
managing the process of producing returns and submissions; 
managing open tax issues or audits; and, at the simplest level, 
knowing that responsibility for risk is understood and is being 
managed across the business. A lack of risk management can 
have a direct impact on corporate reputation and share price, 
in addition to penalties which might be due and charges 
which might be made against senior leadership. Technology 
can help to identify the risks and proactively manage them.

Consistency: Tax authorities are increasingly using analytics 
to benchmark submissions, both against other submissions 
from the same taxpayer and across different taxpayers, 
locally and internationally. Using a consistent set of 
numbers to complete CBCR (County by County reporting), 
corporate tax, VAT and other submissions is therefore key. 
Telecoms businesses typically have a high volume of low 
value transactions, amplifying this problem, and are also 
increasingly responsible for collecting other taxpayers’ data, 
making this issue especially acute for the sector. Again, 
technology can help manage this. For example at the point 
of initial transaction posting, processes to test the validity of 
a transaction and allocate a tax decision can be automated 
without hindering the posting process – making it easy to 
monitor compliance and identify issues in ‘real time’. The 
localised nature of many telecoms businesses compounds 
this, with data often having to be prepared and merged 
from a number of accounting systems offline before any 
compliance processes can be even begin. With multinational 
filing requirements such as CBCR, together with increasing 
filing demands at the local level, technology can play a key 
role in ensuring the data being shared externally is consistent 
– minimising the opportunity for authorities to identify 
anomalies to investigate. 

Efficiency: For the telecoms sector as others, tax functions 
are under increasing pressure to do more with less. This 
often means processes need to be completed without due 
preparation and review, or that the business needs to rely 
on short term support. For the telecoms sector this can 
be a particularly acute problem with many ‘back office’ 
functions offshored to shared service centres, or even 3rd 
party suppliers, where staff turnover is high and quality of 
service provision and technical ability is often poor. We have 
seen a number of clients attempt to ‘switch the lights off’ in 
country and migrate responsibility for tax to the locations, 
which rarely works – especially in a sector such as telecoms 
where systems are typically disparate and isolated. As a 
result, many clients are now considering ‘on-shoring’ these 
processes using robotics to automate processes and machine 
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How clients can ‘know what they may 
be’….and get there?
A number of clients have asked us to help them design 
their ‘tax departments of the future’ - what this might 
look like for their business, what is the ‘art of the 
possible’’ for them, how they currently benchmark to 
other telecoms businesses and critically, what to  
do first. 
The starting point for these decisions is typically three 
fold – firstly, what are the tax function’s key issues 
and priorities and how do they represent themselves in 
reality? Secondly, what is the existing IT platform and 
IT investment roadmap. Thirdly, what is the vision and 
objectives of the broader business and what role will tax 
play in helping achieve it?
Taken together, consideration of these issues can help 
produce a roadmap for the tax function which leverages 
investments already made (or planned) in IT so that tax 
is effectively helping the business to obtain additional 
value from existing project commitments. At the same 
time, tax departments can benefit hugely from improved 
efficiency, transparency, risk management and 
flexibility for the future. 
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learning to automate decision making – such initiatives often 
create significant value, and many clients will start small 
(e.g. to test part of a tax process) before broadening out the 
initiative. 

Opportunity: For an industry as innovative as the telecoms 
sector, tax incentives such as R&D can be key to the business 
case for any new development opportunity. Again, technology 
can play a key part here to identify where innovation is being 
carried out across the business, and collecting the detailed 
information necessary to ensure any claims for innovation 
incentives are maximised. Tax authorities are increasingly 
challenging these claims so it is more important than ever to 
ensure that systems are set up to collect the necessary data 
and prepare the necessary information to support these often 
material claims.


