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In This Session

e What is SAP Profitabilityand Performance
Management?

e Get up and running with robust standard
content and out-of-the box reporting and
analytics.

e Integrate the solution with SAP or non-SAP data
sources and adopt any transfer pricing
methodology.

®* How to leverage the solution far beyond your
transfer pricing business user.
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Call to Action

According to Steven C. Wrappe, Senior Tax Partner, Grant Thorton LLP,
“The total costs of Transfer Pricing dispute5° Higher
{t , than you think...Transfer prlcmg is the largest tax issue for multinationals,
both in absolute size and in proportion to other tax issues.”

o
A‘. i = ——— — —— T — —

According to KPMG Global Transfer Pricing Services,
”\V’; “Transfer pricing is at the core of international trade within multinationals...
it's important to stay current with transfer pricing rules worldwide while
keeping pace with global BEPS developments.”

Top Transfer Pricing s Casés 2022 B\ S

* IRS says Microsoft owes $28.9 ; McDonalds’ agreed to pay €1.25 | ﬁ\\ﬁ

billion in back taxes for 2004 to billion ($1.31 billion) to the
2013 plus penalties and French tax authorities following

interest based on the way an investigation into its transfer
Microsoft allocated profits pricing arrangements...
among countries and Chief prosecutor Jean-Francois

jurisdictions... Bohnert called the €1.25 billion
sum “a genuine punishment”.

IRS Int’l Tax Review (ITR)
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What does Operational Transfer Pricing
meahn to you?

* Revenue and cost transfer between intermediates,
licenses, and services and products between legal
entities in compliance with tax authorities

Optimize effective tax rate across jurisdictions
 Top-down/bottom-up profit / tax rate target setting

e  Stay current with transfer pricing rules worldwide and be
nimble to adjust your global supply chain strategy

 Maintain good documentation for tax audits




Who is Impacted

Any multi-national organization that transacts in Goods or Services

between its own Legal Entities and with External Customers across
multiple tax jurisdictions

Typical industry groups most effected:

o Discrete Manufacturing
Food Manufacturing and Distribution
Pharmaceutical Manufacturing and Distribution
Technology or Telecommunications
Media and Entertainment

O O O O
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Typical Industry Challenges

* Rapidly changing business landscape
* Lack of transparency into business operations

. Non-standardization of calculations

*  Error prone, manually intensive spreadsheet processes
e Custom developedsolution key personrisk

*  Poorrisk management and controls

* Poordocumentation for tax audits

*  Finding the right solution
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How can SAP Profitability and Performance
Management help improve decision-making?

Powerful modeling and calculation engine
Integration with SAP and Non-SAP data sources

« Agiledata model

 Standardized templates, rules, functions, calculations
Out of the box standard reporting and analytics

* Full auditability and traceability

What-if analysis and simulation



SAP Profitability and Performance Management

One application for multiple use cases

)

Corp Tax Compliance & Reporting (CIT)
[ERPand S/4HANA integrated]
Preconfigured corporate & deferred tax
calculation & liability mgmt. Current &
deferred tax calculation. Native
integration with S/4HANA and ERP Data.
Automated tax postings in S/4 from PaPM

Profitability and Cost Management

[ERP and S/4HANA integrated]

Optimize profitability and cost on product
& service, channel, customer, portfolio,
SKU, BOM, instrument, transaction level
including what-if analysis and simulation

Value Chain Sustainability mgt
[ERP and S/4HANA integrated]

Optimize economic, environment, social
impact of your products & services,
incorporating gov't sanctioned protocols.
Provide evidence of green activities to
supporttax incentives | reduce customer
reputational risk.

Funds & Liquidity Transfer Pricing

Rate modeling, cashflow dynamics. FTP
spread component | PnL by instrument,
product, portfolio, customer, loan officer

Global Transfer Pricing & Tax Optimization:
Tax compliant revenue, cost transfer for 1
intermediates, licenses, services and :
products between legal entities (OECD & :
BEPS guidelines). Optimize effective tax 1
rate across jurisdictions. Top-down | :
bottom-up target setting. ‘I
Agile Plan & Forecast Modeling

Run sophisticated driver-based,

predictive and stochastic models.
Integrate actual with plan to support
forecast. Unlimited granularity &
dimensionality. Driver & scenario-

based planning. Round trip data
integration (e.g. PaPM <=> SAC)

Product & Service Costing

BOM, SKU, component level costing,
pricing, transparency. Raw materials,
product mix, price / volume, COGS,
variable margin & full PnL analysis and
simulation. Vendor effectiveness -
standard costing, PPV, FX variance.
Process iviining

[ERPand S/4HANA integrated]

Process analysis to determine the real
drivers: Order to Cash, Purchase to Pay, AR,
AP, Warehouse Management, Production.

2023 OECD Global Tax Requirements
(BEPS2.0)

Multi National Enterprises with over $750
MM of global revenue have to pay their fair
share of tax wherever they operate.
Minimum effective tax rate of 15% in every
country in they operate. Requires a solution
to support high performance calculation &
robust and auditable reporting with
detailed quantitative analysis and summary
reports to reduce compliance burden.

IT Cost Management
[ERP and S/4HANA integrated]

IT cost transparency (TBM), financial
management and automated bill of IT,
cross-charging of shared services

Merger & Acquisition Support
Quickly integrate, harmonize target’s
data, hierarches, COA, ..onto merged
entities platforms. Simulate alternate
organization structures for “best fit”
setup, segmentation and reporting.

13
SAPinsider



What We'll Cover

Call to action

What does Operational Transfer Pricing (OTP) mean to
you?

Industry challenges

How SAP Profitability and Performance Management
(PaPM) can help improve decision-making

SAP Profitability and Performance Management (PaPM)
sample content for transfer pricing

Wrap-up




SAP Profitability and Performance Management
Transfer Pricing Customer Success Story

Transfer pricing occurs for both domestic and international entities and
ensures compliance with all intercompany agreements and regulatory
requirements.

Before SAP Profitability and Performance Management:

* Excel based calculation, linking of multiple files together
* Limited detailed reporting and transparency into results
* Time consuming and challenges to meet deadlines

e All calculations required manual review and validation

After SAP Profitability and Performance Management:

* |Improved processing time and calculations on high data volumes

* Fully integrated with internal systems (General Ledger, BPC, SAC)

* Full transparency to provide detailed reports and business analysis
* Full traceability with ability to follow result to original cost sources

AFLAC

13 million insurance
policies, 3,000 rules
across a myriad of
legal entities and
cost and profit
centers.

“Performance
insights at
your
fingertips”
— Manager US
FP&A

All information sourced frommsg & AFLAC joint presentation
at 2023 SAP FIONEER FSI conference in Boston, Mass.
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SAP Profitability and Performance Management Transfer Pricing
Sample Content (Deployment Accelerator)

Modeling Activity Process Flow

1. Integrate, Enrich, Harmonize SAP / Non-SAP Data Sources Q%
Mfg, Shared Svcs Process Flow (OH Allocations)
2. Model I/C Trading Partner Relationships, M ethods, Process Flows Q Munich (HQ) @
. r | | -:_ | | |
3. Model Manufacturing, Overhead, Shared Service Allocation Methods .\?/. axs A C’B A

HR Finance T Helpdesk
. Aoy Mantacnig O, St Sain st Calstrs [ L e T et
5. Ao Prcuct . San Tnstr ries bt Trdngrioars <>
6. Generat . Roporsfor Managoment and Tox ReporingPupses K R e
7. Ana Pk vl ot o Taommasion sy A,
Rt Romtngssimisors BB

Supply Chain Transfer Routes and 1/C Transfer Pricing Steering Table

Sunshine Companies | Luna Entities | Reporting & Simulation
—_— e preT———
IJManufacturlng 1 | VI Finishing ”aBSales&Dlstrlbutlonl Reports | Simulation Levers |

11 11 | Net Margin per Product Material or Resource price

Berlin .

: ' Product 1 : : : : : Net Margin per Company Markups and Taxes (VAT, GST)
- ——— , ) -
| Municn i I I I ﬁ@? 3% Pary | Manufacturing costs per Product Alternative Transfer Pricing Method
I Product 2 I 5 = Il sarcetons | Intercompany Transaction Flow Alternative supplier, resource, route
Shanghai—— Tokyo = ; . . . .

| Hamburg . @ 3—f anghai Prodlmt3a_[> proguctza T 1 E;J:(I;:n I Purchase Price / FX Variances Bill of materials
| rogucts 11 I | Madrid | Overhead & Shared Service Allocations L
: o T 1 Moscow : - Exchange Rate Sensitivity

Frankfurt A ou P&L Generation for Tax Purposes Tax Compliance - User Defined
| 11 11 = 11 | Cost Break Down by Alternative Target Margins
| Battimore . — 1Ly petroit _ﬁofa 5:I-L Atlanta Prodl;:tSa—l—L»_ E— Supplier, Resource or Route Change of Partner Company
| Product5 | | i1 | 17
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SAP Profitability and Performance Management
Visualization and User Interface
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https://test-cust.prod-pov.papm.cloud.sap/webpages/index.html
https://test-cust.prod-pov.papm.cloud.sap/webpages/index.html
https://test-cust.prod-pov.papm.cloud.sap/webpages/index.html
https://test-cust.prod-pov.papm.cloud.sap/webpages/index.html
https://test-cust.prod-pov.papm.cloud.sap/webpages/index.html
p.s:%20In%20older%20version%20of%20our%20UI%20it%20is%20working%20well:%20https://papm.cfapps.eu10.hana.ondemand.com/

SAP Profitability and Performance
Management Transfer Pricing Sample Content
User Interface and Visualizations

* Graphical user interface

« Harmonize data across multiple sources
*  Full auditability and traceability
 Standard templates, rules, functions, etc.
 Qualitative reporting dashboard

What-if analysis and simulation

*  Process orchestration and workflow

Out of the box standard reporting and analytics



Q

Transfer Pricing Sample Content

|”'1|

@
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S G N4

Go to

PROCESS

Profitability by
Company

Reporting

Accelerates your implementation

Drag and Drop Graphical Ul

Source Tables and Inputs

Financial and Non-
Financial Data

Merge and Harmonize
Data Together

Transfer Pricing
Calculations

Shared Service and OH
Allocations

Tax Optimization What-if
Analysis and Simulation

Reporting & Analysis
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Auditability and Traceability

v General

&

Calculation Unit
Details

1<
| ]
©

Statutory CIT Data

E=0

Industry Benchmark
ce Data

b=6

Industry Benchmark
Markup Data

Transfer Pricing
Secondary Data

S/

Accounting
Assumptions

7

BSEG - Accounting
Document Segment

lic]

v

Shared Services

Edit Tools

&

Applying Steering
Compliance

ERP Costing Data
Preparation

&

Transfer Pricing
Method
Determination

&

IC Recharging

Calculate
Contribution Margin

€

Data Input and
Review

Join Transfer Pricing
Results

Processing

Reverse Conversion

b-e

End-to-end modeling traceability

¢ Maintain written documentation
Description ~

e Attachfiles

Contribution Margin
per Unit

Geg

Consoli da[E Qes ults

Profit and Lo“ for

\ Tax Purposes

N

"
Net Profit Margin per
Company [%]

S

Profit After Tax
Including
Adjustments

Profitability by TP
Function

\ Review Profit and

Loss for Tax
Purposes

\ '3

Pra'lta blllb, by
Product

]

Track Sold Quantities
to 3rd Parties

Function *
DSPRO

Description *

Processing

Icon

Scale*
1

T

Drop an image here or choose your files.

(Only PNG, JPG, JPEG and SVG, max 50 KB)

Documentation

B 7 Y Hi Hz Hz -

7

Processing

In this section the core functions of the model to execute
the calculation are defined.

In the process this execution happens, after the input
data is reviewed and updated.

It comprises the following functions:

1.

Apply Steering Tables section contains
management-oriented approach that is going
to be applied in functions. After choosing
routes, those configurations are applied in
functions of the model to companies and
partner companies during updating data
Inputs.

Prepare ERP Costing Data, which is used to
calculate invoice amounts in transactional
currency of Supplier, so the payment and
accounting difference would reflect in currency
changes cost or income.

Transfer Pricing Method Determination, which
sets transfer pricing methods at any level in
product hierarchy, at transfer pricing function,
brand or product and service level.

IC Recharging, which holds functions for
iterative recharging process defined by steps
between Company and Partner Company.

Tax Compliance Adjustments for additional tax
adjustments and comparison between actual
and planned transfer pricing, besides
Credit/Debit Notes Adjustments, invoice-based
adjustments, at product and service level.
Reset Profit and Loss for Tax Purposes
Comparison, which by defining two additional
Profit and Loss for Tax Purposes offers the
possibility to set calculated results equal to

21
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Functions, Formulas and Calculations

Calculation Unit

Description

Condition

Allocations

Calculations

Derivations

Transfer Structures

Conversions

Queries

ol

-

Met Margin

Register

Removing Impo

Export

Markup

Duty Fee

J

[ Calculation Rules ]

&
Calculation Rule Calculation Rule Calculation Rule | Calculation Rule
Rule Description Rule State Scale
1 ROO02 Net Margin ACTIVE 1
2 RO0OL Register ACTIVE 1 =REG;
3 R0OCO3 Markup ACTIVE 1 =MARKUP:
4 RO0D4 VAT ACTIVE 1 =WAT,
5 ROCO7 Removing Import and Export VAT | ACTIVE 1 =VAT;
] RO005 Duty Fee ACTIVE 1 =DUTY TAX;
7 | RonnA Nifference Taroat vs Actual Amoint | ACTIVE 1

676

Calculation Rule

Sheet

(e

Selection

CATYPE Calculation Type
Value Selection

Calculation Rule

Easy to use Calculation Functions

* Simple Excel-like formulas

* Maintain Calculations in Excel

Tables and Upload to PaPM

& No errors
7

Calculation Rule

Rule Description
R0O002 Net Margin
RO001 Register
RO003 Markup
RO004 VAT
RO007 Removing Import and Export VAT
Action Action A
AMT Amount [TC] QUA Quantity AMTGC 4
Formula Formula Fo
AMT QUA * QASS CASE WHEN TPF = 'SELL' THEN 'GRR’ ELSE GLAC END | AMTGC
AMT*((AOM+I_MARKUP)/100) 0 AMTGC*((AOM+I_MARKUP)/100)

CASE WHEN TPMETH="RM" THEN AMT*(1 - (AOM+I_MARKUP)/100)*VAT/100
ELSE AMT*(1 + (AOM+I_MARKUP)/100)*VAT/L00 0

END

CASE WHEN COU<>PCOU OR (COU=PCOU AND BR='SS’) THEN 0

CASE WHEN TPMETH='"RM' THEN AM~
ELSE AMTGC*(1 + (AOM+I_MARKUP)/
END

CASE WHEN COU<>PCOU OR (COU=

ELSE AMT 0 ELSE AMTGC
END END
AMTH(1 + (AOM+I_MARKUP)/100)*DF/100 0 AMTGCH(1 + (AOM+I_MARKUP)/100)*|

sider



Qualitative Reporting Dashboard

= v General Edit Tools Editor Go to

Personalize Dashboards for any Type of User

Operational Transfer Pricing

* Group and/or Local Reporting Overview

* Profitability and Cost Analysis

Group Overview
Profitability Analysis

In order to provide Insightful dashboard, let's start with analyzing the profit results of each company within a group. The map below visualizes the sources Profit breakdown for companies situated in different countries and cities, with possibility to drill down through Partner companies, Products and Services and GL accounts. L KPI s
Profit Breakdown by Country Geographical Representation of Companies within a Group in € The Top 5 Most Profitable Companies [Profits in €]

average profit per country amounts to approximately €4.2
million for the period January - December 2022 Sunshine Frankfurt
The highest profit is in the Germany with more than €23.3
million. Sunshine Frankfurt is the most profitable company in

| ici
* Transfer Pricing Breakdowns
the group with profitability of around €10.1 million, followed by
Berlin with more than €8.3 million and then Hamburg with €1 .
reion

1Y
@ @ Sunsnioe shanbi
On the other hand in the USA, Detroit is leading with €1.6
illion, where Atlanta and Baltimore are almost equal in
profitability level with a bit more than €1 million.

* Multiple Visualization Options

* Geo-thermal maps
Having in mind that Sunshine group has few produicts that are sold to the third parties (customers). In the chart below we can compare the of some thelr who sell finished and finished products to third parties. Key figures with regard to the profitability are summarized below. [ ) H e at M a ps

Sold Semi-finished Product Operating Profit [EUR] Sald Semi-finished Product Operating Profit [EUR] Sold Finished Product Operating Profit [EUR]

Shanghai with €5.8 m and Zurich with €1.7 million are showiny
reat results not only from profitability view point but also for
establishing companies in other cities in these countries.

Side-by-side Comparison :

Sunshine Zurich Sunshine Shanghai

Sold Finished Product Operating Profit [EUR] [ ] Va I u e c ha I ns

Product 1 3.89 mEUR Product 2 7.02m EUR Product 3a 8.82 m EUR Product Sa 11.18 m EUR

* Barand Pie Charts

The functional analysis i used for transfer pricing purposes. It analyzes the functions performed by associated enterprises in a transaction. It also provides an overview of value creation within the Group. Important thing here is the econamic significance of those functions. Exactly this significance is viewed as value driver of the
business. It is well known that functions correlate with associated risks, therefore they have an important effect on the profitability.

Revenue Breakdown by TP Function Revenue Breakdown by Product C Dat a G r I d S

Watertall chart below shows Intercompany Revenue Shares by TP Functions in the Group. Please drill down to quarters and product and service (o see further details

Heat map below shaws Intercampany Revenue Shares by Products and GL Accounts. Please drill dewn 1o quarters and TP Functions to see further detalls
100M

What-if Analysis and Simulation

/ -

7,
o AV R

Distrinurion inisning seu SemiFinished Goodn,. ° M oM 1sM zoM
Profit and Loss Analysis

A company's profit and loss report Is ane of the most Important reports in financial statement analysis. It records the income and expenses incurred by the company during the reporting period. Unlike balance shests, which are additive in nature, a fiscal year's profit and loss Is the sum of the profits and losses for all quarters
within the fiscal year. The profit and loss reports presented here provide detailed analysis by different levels of the income stater

Profit and Loss for Tax Purposes

Here you can see side-by-side comparisen of the

sndard Scanario and Profil and Loss for Tax Purposes Scensric for the whale Groug.

Tax ltem Tax Item Amount [GC) Tax Item Amount [GC]
2 Pront ater Tax 22390878 11 2234518321
- Froft betore Tax 51,047,817 20 30,981 82088
B Totl Ravonuo saorrsrar 05,307 353.23
T 41008 100 45 41045, 100 45
Imarcompany Ravara ssostm322 s336175278
o ot Gosts 63930050 47 6032603237
Oparaing c: 10,598,283 25 100312
[ —— a0 a2 s asnrs2 s
Prcng Adjstments 000 52008 17 23
565713909 s638.637 65
itercompany From 794813908 791314091

SAPinsider



Qualitative Reporting Dashboard
Continued.....

= v General Edit Tools Editor

Goto

i)

Group Overview Business Analys Local Report Simulation Module Overview

Product Flow Inside the Group of Companies

In order to illustrate relationships between companies in a different process stages - manufacturing, finishing or distribution, value chain diagram s used to represent valuable graphical insights about transfer routes of the products within a group, so altemative and standard routes are introduced. Relationship diagram shows how
the different phases of the preduction process might look like. Using this kind of diagram helps customers streamline and optimize different process stages and minimize downtime.

Manufacturing phase Finishing and Distribution phase

Alternative Route

@ Product 1- @ Product 2- @ Product 3- @ Product 4- @

Company Sunshine Dublin Company Sunshine Shanghai Company Sunshine Detroit Company Suns Atlanta Company Sunshine Baltimore
@ Fnishing @ Disrbution @
mpany Sunshine Baltimore Company Sunshine Hamburg ompany Sunshine Frankfurt
Product and Service Product 5 Product and Service Product 5a Product and Service Product 5a
Standard Route @ Fiiching. @ Distribution @
Sunshine Detroit Company Sunshine Munich Company Sunshine Berlin
Product and Service Product 3 Product and Service Product 3a Product and Service Product 3a

Company Sunshine Zurich Company Sunshine Shanghai  Company Sunshine Detroit  Company Sunshine Atlanta Company Sunshine Baltimore

Value Flow

Multinational Enterprises have been the main cause of changes in the global economy over the last few decades. Getting intercompany transactions structured and carried out timely. accurately. and transparently is at the top of every company’s priority list

Track Sold Quantities to 3rd Parties

Track Sold Quantitis to 3rd Perties provides & precefined result f2port that shows the information Bbout Products being sold to market and gaining Gross Revenue.

Track Sold Quantities inside the Group

Track Sola Quentites inside the Group provides & predefined result report that Shows the information 8bout semi-finished products being sold inside the Group

Profit and Loss Analysis

A company's profit and loss report is one of the most important reports in financial statement analysis. It records the income and expenses incurred by the company during the reporting period. Unlike balance sheets. which are additive in nature, a fiscal years profit and loss is the sum of the profits and Losses for all quarters
within the fiscal year. The Profit and Loss reports presented here provide detailed analysis by different Levels of the income statement.

Profit and Loss for Tax Purposes

Here you can see side-by-side comparison of the Standard Scenario and Profit and Loss for Tax Purposes Scenarios (Minimum Markup and Maximum Markup scenarios are used only in case of TNMM) for the Company you ehoose in property panel.

Scenario =

P&L for Tax Purposes PE&L for Tax Purposes P&L for Tax Purposes

Tax ltem = Tax ltem Amount [GC] Tax ltem Amount [GC] Tax Item Amount [GC] Tax Item Amount [GC]
= Profit after Tax 22,390,678.11 22,343,183.21 22,375,586.45 19,673,115.44
= Profit before Tax 31,047,817.20 30,081,820.86 30,969,151.89 27,857,852 20

- Total Revenue 9497787367 95,307,853.23 97,740,640.80 93,634,922.43

3rd Party Revenue 41,946,100.45 41,946,100.45 42,148,615.77 40,403,912.36
Intercompany Revenue 5303177322 5336175278 55,592,025.03 53,231,010.07

= Total Costs -63,930,056.47 -54,326,032.37 -66,771,488.91 -65,777,070.23
Operating Costs -10,898,283.25 -10,931,281.42 -11,154,308.53 -10,918,207.21
Intercompany Costs -53,031.773.22 -53,361,752.78 -55,582,025.03 -53,231,010.07

Pricing Adjustments 0.00 -32,008.17 -25,155.35 -1,627,852.05
-8,657,139.09 -8,638,637.65 -8,593,565.44 -8,184,736.76

Tax
Intercompany Profit 7,046,139.08 7,013,140.01 2,345,822.46 7,758,417.16

Personalize Dashboards for any Type of User
* Group and/or Local Reporting Overview

* Profitability and Cost Analysis

* KPI's

* Transfer Pricing Breakdowns

* Multiple Visualization Options
* Geo-thermal maps
* Heat Maps
* Value Chains
* Bar and Pie Charts
* DataGrids

*  What-if Analysis and Simulation

24
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What-If Analysis and Simulation

v General Edit Tools Editor Go to

Group Overview Business Analysis Local Report Simulation Module Overview . . .
—_— T 4 Report . Side-by-Side, Real-time

Profit Results related to Markup changes Si mu I at i On On Iarge data

Description *

e
Simuiaton sets in High Speed
To use the What-If feature, first expand the property panel on the right side and change the parameter “Markup Increment [%]".

Alternative Version

o 1. Type a value directly in the input box under the handle.
2. Click on “Apply” button on the bottom of praperty panel to confi

vty bu ? bosor Production dataset
3. Click on "Simulate” button of Tools” group on the top men. . H Process
Now the simulation i nfialized. &3 soon a5 smuleton is done, the remains unchanged mparison against the Baseline Scenario chart can be performed. shows impact of changes v ° Top-down or Bottom-

. .
ds and services in a number of countries. This simulation capabilities can help not only in specific company. but also at the group level. Below you can\/&mine how changing markup rates effects on a profit results at company level. Process* u p Wh at = If Sce na r I o

Analysis

Markup rate set per each Company plays an important role because companies ex)

Profit by Company [Baseline Scenario]

Process Parameters v

* Maintain multiple

10m
.
scenarios and
EY B -
z z - macroeconomic
E &M T em I
factors (parameters)
M R ~ |_MARKUP Markup Increment [%] simultaneously
Value
EY 2u
45 .
. del
. m ] - C . mm mm B o . B Impact entire mode
Sunshine Atianta Sunshine Baltim... Sunshine Berlin Sunshine D Sunshine Frankf... Sunshing Hamb... Sunshing Munich Sunshine Shang... Sunshine Zurich SunshineAt..  SunshineB..  SunshineB..  SunshineD..  SunshineFr..  SunshineH..  SunshineM..  Sunshines. Sunshine Zu... °
Besides the opp::tsu:;; ;;”:rcf:jn:&rs; p";r co:'\";a:;. :t;t:i‘non:’[sp;::o::;'llnslugn;t :":E hc;:exch::sgem;l: ':lucma“(;‘:n:\am;::t pr:i’:: al:ma p:c:‘:uct l;:sellzeanul:: observed on the charts belc:v’?sT:: \r:suuct\o:r:f;etriggering:;se :i:vulanon a::tl'l\’:same as :(":telaealgove‘ - o - - or l u St a s u bs et
Profit by Product [Baseline Scenario] Profit by Product [What-If Scenario] Process Selections hd

¢ Perform Simulationin

. .
Search o} prOdUCtlon Wlthout
10M 10M . .
compromising data
T TSM T T
S g .
= £ ? VER Version ]
< sm <
» POSTD Posting Date
2.5m 2.5m
’ ¢ . - s Filters A
Product 1 Produet 2 Product 3 Product 3a Product 4 Product 5 Product 5a Product 1 Product 2 Product 3 Product 3a Product 4 Product § Product 5a
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a

Process Orchestration and Workflow

~ General Search Edit Tools Zoom View Actions

Process |

SXG_P18

Descriptic

QTP Pro.

Process 1

Simulation

Process £

Deployed

Start Dats

06.11.2023

Creation

06.11.20...

>

SUWNED) §H

sianig

r 08 OCT

4

OCT 2023 NOV 2023 DEC 2023

15 0OCT 22 0CT 29 OCT 05 NOV 12 NOV 19 NOV 26 NOV 03 DEC 10 DEC 17 DEC

=

OTP Process Template

nsolidate Results CATTER

CATTER SUPER [ (b
0

CATTER SUPER L

CATTER SUPER

CATTER SUPER
CATTER SUPER
CATTER SUPER

CATTER SUPER

] CATTER SUPER

CATTER SUPER

CATTER SUPER

CATTER SUPER

CATTER SUPER

24 DEC

4’% General

31 DEC 07 JAN
Activity *
A0016

Description *

Update Shared Service Usage Allocation Drivers

Activity State *
Open
Performer
CATTER
Reviewer

It

No

06.11.2023
End date *

R SUPEF 10.11.2023

Role-based Workflow with Approvals

Applicable across user groups:

* CFO, Tax, Controller, Business

Analyst, Planning, etc...

Establish Processes and Schedules

Leverage existing User Roles and
Authorizations from other sources

Group users into Preparers and

Reviewers/Approvers

Collaborative Ul with Comments

and Email Notifications
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Example Analytical Reports
PNL for Tax Purposes

Edit Layout

I
>

Standard* ~

Route = Tax Item =
Alternative Route - Profit after Tax
- Profit before Tax
- Total Revenue
3rd Party Revenue
Intercompany Revenue
- Total Costs
Operating Costs
Intercompany Costs
Pricing Adjustments
Tax
Intercompany Profit
Standard Route - Profit after Tax

- Profit before Tax
- Total Revenue
3rd Party Revenue
Intercompany Revenue
- Total Costs
Operating Costs
Intercompany Costs
Pricing Adjustments
Tax

Intercompany Profit

Import & Export

Company =

nshine Atlanta

Scenario =
|

Tax Item Amount [GC]
723,293.41
974,920.35

6,928,718.04
0.00
6,928,718.04
-5,953,797.69
-1,086,903.97
-4,866,893.72
0.00
-251,626.94
974,920.35
725,245.75
977,551.89
6,964,174.48
0.00
6,964,174.48
-5,986,622.59
-1,089,888.06
-4,896,734.53
0.0
-252,306.14
977,551.89

=]

P&L for Tax Purposes

Tax Item Amount [GC
638,681.80
877,771.71

6,928,718.04
0.00
6,928,718.04
-6,050,946.33
-1,091,319.87
-4,911,052.14
-48,574.32
-239,089.91
926,346.03
640,117.60
879,810.17
6,964,174.48
0.00
6,964,174.48
-6,084,364.31
-1,094,330.91
-4,941,162.54
-48,870.86
-239,692.57
928,681.03

P&L for Tax Purposes M

Tax ltem Amount [GC]
759,213.49
1,016,474.52
7,277,002.25

0.00

7,277,002.25
-6,260,527.73

-1,116,581.70

759,342.59
1,016,654.36
7,280,070.20

0.00
7,280,070.20
-6,263,415.84
-1,116,842.74
-5,166,281.41
18,708.31
-257,311.77
996,946.05

P&L for Tax Purposes M...

Tax ltem Amount [GC]
635,233.26
873,878.38

6,932,768.40
0.00
6,932,768.40
-6,058,890.02
-1,091,844.75
-4,916,300.94
-50,744.33
-238,645.12
924,622.71
636,718.61
875,991.61
6,969,623.40
0.00
6,969,623.40
-6,093,631.79
-1,094,974.05
-4,947,593.94
-51,063.80
-239,273.00
927,055.41

Sunshine Baltimore

Tax Item Amount
790,226.38
1,065,138.66
9,178,090.74
0.00
9,178,090.74
-8,112,952.08
-1,180,844.69
-6,932,107.39
0.00
-274,912.28
1,065,138.66
792,890.81
1,068,730.03
9,220,684.20
0.00
9,220,684.20
-8,151,954.17
-1,184,390.34
-6,967,563.83
0.00
-275,839.22
1,068,730.03

P&L for Tax Purposes

Tax Item Amount [GC]
790,040.67
1,064,925.44
9,178,090.74
0.00
9,178,090.74
-8,113,165.30
-1,180,854.41
-6,932,204.28
-106.61
-274,884.77
1,065,032.05
792,705.11
1,068,516.81
9,220,684.20
0.00
9,220,684.20
-8,152,167.39
-1,184,400.06
-6,967,660.72
-106.61
-275,811.70
1,068,623.42

Powerful Excel Pivot-table like reporting on Steroids
* Compare Standard Routes to Alternative Routes
* Addor Remove DataFields

* ApplyFilters

* Download Reports (xls, csv)

» Pivot Table Panel

=2
D Transfer Pricing Method
| Route
P&L for Tax Pur| P&L for Tax Purposes Tax ltem Amount [GC]
| Compan
Tax ltem Amount [GC] Tax Item Amount [GC] | ; al bpt Cy
obal Currenc:
884,334.81 765,265.89 Y
Tax ltem
1,173,619.05 1,036,573.77 O Flag for S
ag for Scenario
9,617,171.10 9,168,687.60 .
.00 0.00 Scenario
D Fiscal Year
9,617,171.10 9,168,687.60 ) Product and Service
N 355 K
8,443,552.05 8,132,113.83 o Gountry | Region
-1,215,698.93 -1,181,259.46
-7,280,649.84 -6,936,254.64
52,796.72 -14,599.73 = RowG
= Row Groups
-289,284.24 -271,307.88 -
i Rout
1,120,822.33 1,051,173.50 i o o
884,560.67 767,915.80 = Ve liznr )
1,173,921.32 1,040,169.47
9,620,841.90 9,212,892.55
Z Values
0.00 0.00 »
# Sum(Tax ltem Amount [GC]) (=]
9,620,841.90 9,212,892.55
-8,446,920.58 -8,172,723.08
-1,216,005.73 -1,184,944.96
-71,283,717.79 -6,973,109.64
B Column Labels
52,802.94 -14,668.48 i c P
z Company
-289,360.65 -272,253.67
112111838 1,054,837.95 = SR @

SUWN|OD)

EELHIE ]|
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Example Analytical Reports
Contribution Margin per Unit

Powerful Excel Pivot-table like reporting on Steroids

* Compare Standard Routes to Alternative Routes
 Addor Remove DataFields
* ApplyFilters

* Download Reports (xls, csv)

Edit Layout Import & Export
— ~ .
- & + Standard* - T 4~

Route = Posting Date = Product and Service = Transfer Pricing Function =  Company = Partner Company = Contribution Margin per Unit Contribution Margin per Unit [90]
Alternative Route 31.03.2022 Product 1 Semi-Finished Goods Manufacturing Sunshine Dublin Sunshine Shanghai 670.430 66.684
Product 2 Semi-Finished Goods Manufacturing Sunshine Shanghai Sunshine Detroit 1,451.130 80.226

Product 3 Finishing Sunshine Detroit Sunshine Munich 2,255,490 85.337

Semi-Finished Goods Manufacturing Sunshine Detroit Sunshine Atlanta 2,255,490 85.337

Product 3a Distribution Sunshine Munich Sunshine Berlin 3,158.640 100.000

Product 4 Semi-Finished Goods Manufacturing Sunshine Atlanta Sunshine Baltimore 3,448.100 91.394

Product 5 Finishing Sunshine Baltimore Sunshine Hamburg 4,648.480 92.251

Product 5a Distribution Sunshine Hamburg Sunshine Frankfurt 6,116.810 100.000

Standard Route Product 1 Semi-Finished Goods Manufacturing Sunshine Zurich Sunshine Shanghai 681.190 67.037
Product 2 Semi-Finished Goods Manufacturing Sunshine Shanghai Sunshine Detroit 1,463.200 80.357

Product 3 Finishing Sunshine Detroit Sunshine Munich 2,269.700 85.415

Semi-Finished Goods Manufacturing Sunshine Detroit Sunshine Atlanta 2,269.700 85.415

Product 3a Distribution Sunshine Munich Sunshine Berlin 3,175.530 100.000

Product 4 Semi-Finished Goods Manufacturing Sunshine Atlanta Sunshine Baltimore 3,464,980 91.432

Product 5 Finishing Sunshine Baltimore Sunshine Hamburg 4,668.760 92.282

Product 5a Distribution Sunshine Hamburg Sunshine Frankfurt 6,141.370 100.000
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Example Analytical Reports
Profitability by Transfer Pricing Function

Powerful Excel Pivot-table like reporting on Steroids

* Compare Standard Routes to Alternative Routes

*  Country-by-country Analysis

Edit Layout Import & Export

Standard* -~ 4

Country [/ Region =

Germany

Ireland

United States

Route = Transfer Pricing Function = Brand = Amount [GC] Amount [GC] Amount [GC] Amount [GC] Amount [GC]
Alternative Route Distribution Applicable to all brands 0.00 -11,800.00 -108,701.89 -82,815.34 0.00
Brand 2 0.00 0.00 -1,694,542.46 0.00 0.00

Finishing Applicable to all brands 0.00 0.00 -55,787.93 0.00 0.00

Brand 2 0.00 0.00 -15,438,902.55 0.00 14,035,365.99

Sell Brand 1 0.00 4,213,894.45 0.00 300,085.37 0.00

Brand 2 0.00 0.00 37,030,989.70 0.00 0.00

Semi-Finished Goods Manufac Applicable to all brands 0.00 -1,204,018.56 0.00 -2,069,336.00 -2,049,601.98

Brand 1 0.00 2,766,787.24 0.00 3,400,028.55 -7,643,227.96

Brand 2 0.00 0.00 0.00 0.00 -692,871.79

Shared Services 0.00 28,833.27 0.00 -7,865.52 -24,765.78

Standard Route Distribution Applicable to all brands -82,815.34 -24,844.59 -108,701.89 0.00 0.00
Brand 2 0.00 0.00 -1,703,247.28 0.00 0.00

Finishing Applicable to all brands 0.00 0.00 -55,787.93 0.00 0.00

Brand 2 0.00 0.00 -15,518,580.25 0.00 14,107,800.26

Sell Brand 1 458,080.46 4,265,097.92 0.00 0.00 0.00

Brand 2 0.00 0.00 37,222,922.07 0.00 0.00

Semi-Finished Goods Manufac Applicable to all brands -2,069,336.00 -1,204,018.56 0.00 0.00 -2,049,601.98

Brand 1 3,444,709.02 2,768,337.84 0.00 0.00 -7,701,981.08

Brand 2 0.00 0.00 0.00 0.00 -696,417.44

Shared Services -7,865.52 28,833.27 0.00 0.00 -24,765.78
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Example Analytical Reports
Purchase Price Variance Report by Product

Edit

+ - L\..

— ~

> Predefined filters:

Transfer Pricing Function =

Semi-Finished Goods Manufact

Product & Service

Product & Service

Import & Export Settings

I Show technical fields

Resource

Finance Shared Services
HR Shared Services

IT Shared Services

HD Shared Services
Product 1

Chemicals 2

Operating Expenses Resources
Water

Chemicals 1

Clips

Patent for Product 1

Machine Type 1

Wood

Alluminum

Qil

Bolts

Wages

Utilities

Actual Amount (GC)
-798,720
-798,720
-798,720
-798,720

0,000

0,000
-377.960,000
-572.000,000
-5.280,000
-5.280,000
-40.614,240
-41.080,640
-30.800,000
-3.300,160
-49.280,000
-10.560,000
-217.800,000
-237.600,000

Amount (GC)
-7.260,000
-7.260,000
-7.260,000
-7.260,000

0,000

0,000
-343.600,000
-1.680.000,000
-9.600,000
-9.600,000
-147.688,000
-149.384,000
-28.000,000
-6.000,000
-89.600,000
-19.200,000
-792.000,000
-864.000,000

Variance in Amount (GC)
6.461,28
6.461,28
6.461,28
6.461,28

0,00

0,00
-34.360,00
1.108.000,00
4.320,00
4.320,00
107.073,76
108.303,36
-2.800,00
2.699,84
40.320,00
8.640,00
574.200,00
626.400,00

Variance in Amount (GC) [%0]
-89,00
-89,00
-89,00
-89,00

0,00
0,00
10,00
-65,95
-45,00
-45,00
-72,50
-72,50
10,00
-45,00
-45,00
-45,00
-72,50
-72,50

i Transfer Pricing Function
i Product & Service

£ Resource

£ Actual Amount (GC)

i Amount (GC)

£ Variance in Amount (GC)

£ Variance in Amount (GC)
i Company

£ Partner Company

£ Transfer Pricing Method
i Version

. Qranarin

Row Groups

100008

i Transfer Pricing ... @
i Product & Service @

i Resource (%]
Z Values

i sum(Actual Amo... @
i sum(Amount (GC)) @

i sum(Variancein... @
B Column Labels

Drag here to set column
labels
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What We'll Cover

Call to action

What does Operational Transfer Pricing (OTP) mean to you?

Industry challenges

How SAP Profitability and Performance Management (PaPM)
can help improve decision-making

Customer success story

SAP Profitability and Performance Management (PaPM)
sample content for transfer pricing




Where to Find
More Information

SAP Profitability and Performance Management
https://www.msg-global.com/sap-profitability-and-performance-management

SAP Profitability and Performance Management
https://help.sap.com/docs/SAP PROFITABILITY PERFORMANCE MANAGEMENT/9db9a49db52c406
481cb8e24bd98a40d/6800097e837b4f53bcad0d77215700b0.html

SAP PaPM Transformation: Streamlining Transfer Pricing in Professional Services
https://community.sap.com/t5/financial-management-blogs-by-sap/sap-papm-transformation-
streamlining-transfer-pricing-in-professional/ba-p/13575755

SAP PaPM for Operational Transfer Pricing
https://kpmg.com/ch/en/blogs/home/posts/2023/02/sap-papm-for-operational-transfer-pricing.html
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https://help.sap.com/docs/SAP_PROFITABILITY_PERFORMANCE_MANAGEMENT/9db9a49db52c406481cb8e24bd98a40d/6800097e837b4f53bca40d77215700b0.html
https://help.sap.com/docs/SAP_PROFITABILITY_PERFORMANCE_MANAGEMENT/9db9a49db52c406481cb8e24bd98a40d/6800097e837b4f53bca40d77215700b0.html
https://kpmg.com/ch/en/blogs/home/posts/2023/02/sap-papm-for-operational-transfer-pricing.html
https://kpmg.com/ch/en/blogs/home/posts/2023/02/sap-papm-for-operational-transfer-pricing.html
https://community.sap.com/t5/financial-management-blogs-by-sap/sap-papm-transformation-streamlining-transfer-pricing-in-professional/ba-p/13575755

Key Points to Take Home
SAP Profitability and Performance Management

* How you can get up and running quickly with SAP’s out of
the box Sample Content Accelerator

* How you can easily setup your models to support all of
transfer pricing analytics analytics

* How you can leverage SAP’s solution to provide real-time
insights, enabling you to optimize your tax position

* How you can maintain good documentation to support IRS
Tax Audits

* How your comprehensive analytical solution can also reduce
risk and increase profits

* How your transfer pricing solution can be a gateway to
Corporate Income Tax, GST and OECD BEPS2.0 compliance



Thank you

Richard Dampf, Managing Director
Head of Americas Presales
msg global solutions, Inc.

msg global solutions, Inc
506 Carnegie Center way, Suite 401
Princeton, N.J. 08540

203-615-4932 Cell
Richard.Dampf@msg-global.com

Please remember to complete
your session evaluation.
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Additional Slides




Example Analytical Reports

— Profit Before Tax, Tax Expense, After Tax Profit

Company

Sunshine Berlin

Sunshine Frankfurt

Sunshine Hamburg

Edit

Z +-

Layout Import & Export

Standard* -~ 1 i w

GL Account =
General and Administration Co:
Income Taxes

Intercompany Costs
Manufacturing COGS

Markup Costs

Miscelaneous Costs

Rent

Revenue (incl. Markups)
Salaries

General and Administration Co:
Income Taxes

Intercompany Costs
Manufacturing COGS

Markup Costs

Miscelaneous Costs

Rent

Revenue (incl. Markups)
Salaries

General and Administration Co:
Income Taxes

Intercompany Costs

Manufacturing COGS

Product & Service =
P1

Profit / Loss Before Income Taxes

-129,600.000
0.000
-90,720.000
-6,292,608.000
-6,667.920
-134,700.000
-96,000.000
7,642,195.403
-254,400.000
0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

Total Tax Expense
0.000
-108,667.505
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

Profit After Taxes
-129,600.000
-108,667.505

-90,720.000
-6,292,608.000
-6,667.920
-134,700.000
-96,000.000
7,642,195.403
-254,400.000
0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

Profit / Loss Before Income Taxes
0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000

0.000
-21,600.000
0.000
-65,794.680
-2,799,360.000

Total Tax Expens
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

-54,449.958
0.000
0.000

Profit After Taxes
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000
0.000

-21,600.000
-54,449.958
-65,794.680
-2,799,360.000
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Example Source Data Tables

- Steering Table for Maintaining and Simulating Changes to I/C

Trading Partner Relationships with Markup, VAT, Duty Free %'s

Markup, VAT and Duty Fee Rates

Data rows: 161

10

12
13
14
15
16
17
18
19
20
21
22
23

24

15

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1

V1
V1

Version
VER

SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN
SUN_MUN

SUMN_MUN

CHIRL RAL IR

Company
COMP

SUN_MUN
SUN_BER
SUN_TOK
SUN_BAL
SUN_DET
SUN_ATL
SUN_FRA
SUN_SHG
SUN_MUN
SUN_BER
SUN_TOK
SUN_BAL
SUN_DET
SUN_ATL
SUN_FRA
SUN_SHG
SUN_MUN
SUN_EER
SUN_TOK
SUN_BAL
SUN_DET
SUN_ATL
SUN_FRA

SUN_SHG

SHIKD RALIN

Partner Company

SCEN4
SCEN4
SCEN4
SCENZ
SCENZ
SCENZ
SCENZ

SCEMN4

CrrEmA

Scenario
SCEN

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

FIM

HD

HD

HD

HD

HD

HD

HD
HD

HM

Product & Service

Markup
MAR

0,000

10,000

10,000

10,000

10,000

10,000

10,000

10,000

0,000

10,000

10,000

10,000

10,000

10,000

10,000

10,000

0,000

10,000

10,000

10,000

10,000

10,000

10,000

10,000

nonnn

Duty Fee
DF

0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000
0,000

nnnn

() No errors

VAT
VAT

10.000
10.000
10.000
10.000
10.000
10.000
10.000
10,000
10,000
10.000
10.000
10.000
10.000
10.000
10.000
10.000
10.000
10,000
10.000
10.000
10.000
10.000
10.000
10.000

10 NN
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Example Source Data Tables
— Steering Table for Maintaining Transfer Pricing Methods (e.g.
Cost Plus (CP), Retail Minus (RM)

TP Methods Configuration

Data rows: 7 ) No errors
Transfer Pricing Function Brand Product & Service Transfer Pricing Method Active Flag
TPF ER PROD TPMETH ACTF
1 SFGMAN CP 1
2 FIN CP 1
3 DIs CP 1
4 SELL CP 1
b SFGMAN Bl P1 RM 0
6 SELL B2 PBA CP 1
7 SFGMAN Bl P1 RM 1
39
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OH and Shared Service Al

locations

rational Transfer
Pricing

Easy to use Calculation Functions

* Allocation Template

o7é

e

Prepare ERP Costing
Data

Jata Review and
Update

(2]

@

Determine Receiver

2

Distribute Product

(7]

Determine Sender "~ S
Data osis and Assumpfi
Processing 9
Transfer Pricing -
Method Iniliglize Transfer
Determination e
General Edit Tools Validation
e ~ o L L o i )
i sl © 2 C s A B3 W Z b H &n 8 E R &
Operational Transfer
v Pricing
@ @
Determine Receiver Determine Sender

S

Initialize Transfer
Results

Inputs

Signature

Allocation Rules

Distribute Product
Cosis

=2

Checks

IC Recharging

Connect Planned and
Actual Methodology

Calculate Transfer

Join Product Results
and Assumptions

inalize

5

2

e

o

iep Resulis Wiite Siep Resulis

(2]

Calculate Markup Finalize Step Resulls
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Before Submitting Your Session:
Important Pre-Submission Checklist

Please confirm you have completed the following by checking each box:

O Each (and every) abstract commitment identifiably met in the slides (or covered explicitly in demos)?
* Thegoalisto producea valuable, standalone resource for customersto keep and share. Please follow DART methodology when
developing slide content
O All of the required elements are included
*  “What We’ll Cover” slide and a divider between each section, “Wrap-up” section that includes a “Where to Find More Information”
slide, “Key Points to Take Home” slide, and a “Thank you!” slide with your contact information.
U I confirmthat | have permission to use and reproduce for external audiences all graphics, text, and logos that are copied (not created by
me or my company) and that | have properly cited them.

*  You must have explicit permission from other companies to use their logos, copied text, or graphics. For SAP text or graphics, you do not
need permission, but use the text “Source: SAP” on the slide. For SAP logos, you need permission from SAP to use the logo.

* Source notations need to include: name of article, white paper, or book, author, and date.
*  Your own company logo can be placed on your speaker introduction slide.

O The presentation is 100% “complete” (e.g., presentation ready)
* Please do not submit if the presentation is missing slides, graphics, etc.
* Regular sessions should have between 30 —45 slides for a 50-minute time slot.
* Pre-conference workshop sessions should have between 100— 150 slides.
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