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“…[I]nnovation doesn’t come just from giving people incentives; it
comes from creating environments where their ideas can connect.”
― Steven Johnson, author of “Where Good Ideas Come From:
The Natural History of Innovation”1
JAFRA Cosmetics hired Business Analyst Sean O’Neal in
2015 to help the global direct-sales company develop creative
approaches to reducing complexity and streamlining manual
processes. After some intense scrutiny, O’Neal reviewed the
organization’s approach to indirect tax and felt that a dose
of innovation could improve how sales and use tax returns
were managed. “After looking closely at our tax-management
processes and challenges, I saw that the area can definitely
be a headache,” says O’Neal. “We manually processed more
than 300 different returns, and we were printing out 500 to
600 pages of tax returns each month. Some of those returns
needed extensive manual adjustments.”

Due to the time-consuming nature of paper-based tax
submissions, JAFRA Cosmetics was leaving significant money
on the table by failing to achieve the timely-submission deductions
that many state and local tax authorities offer. As those who
file indirect tax forms with states, counties and cities know,
companies can earn a 1-2 percent deduction when filing by a
certain date. If you’re a mid-sized or large company and you
maximize those deductions you’re eligible for, you can almost
fund the entire operations of the tax department,” O’Neal notes.
“We wanted to start achieving the maximum deductions each
month.”

O’Neal connected with a small group of colleagues in the
company’s finance and tax functions to develop a less paperintensive approach while increasing the efficiency of previously
manual indirect tax activities.

Inefficient returns processes also foisted more manual work
and re-work on tax professionals, which was at odds with one
of the mandates O’Neal was given when joining JAFRA
Cosmetics. “As a business analyst, one of my most important
objectives is to help our finance and tax functions conduct more
value-added work,” he notes. “That means that if a standard
process requires 80 hours of work, we want to figure out how
to execute the process in 40 hours and then dedicate those
remaining 40 hours to activities that can provide additional
benefit to the company.”

This innovation, which fully leveraged the Vertex Indirect
Tax Returns solution, not only significantly reduced the tax
function’s paper consumption and printing costs; it also
enabled tax professionals to redirect 28 hours each month
toward high-value work. It also ultimately helped the company
increase the volume of deductions it receives for timely sales
tax returns filing by 20 percent.

The manual returns process also hindered auditing work.
When auditors needed to examine a previously filed return,
it often required a thick set of forms to be shipped from the
warehouse where they were stored. “Instead of trudging back
to the warehouse to find a document from 2012,” O’Neal adds,
“we wanted our auditors to be able to access those documents
in a much more efficient way.”

Snail Mail Slowdowns
Much of the indirect tax complexity JAFRA Cosmetics contends
with stems from its business model. As a direct seller, the
company’s U.S. division is required to submit sales tax returns
within each of the states, counties and cities where its more
than 70,000 U.S.-based consultants are based. The sales tax
rates and forms in Anchorage, Alaska, differ significantly
from the rates and forms that apply to sales from a Bostonbased consultant. Some of these returns are massive. “Colorado
returns were more than 225 pages,” O’Neal reports. “It wasn’t
possible to send that form by U.S. Mail. We had to print it out
and FedEx it to the Colorado Department of Revenue.”

To achieve this goal meant that O’Neal needed to get the right
team, process and technology in place—and the team needed
to optimize its use of the technology.

This manual, paper-intensive process was expensive and
time-consuming for a mid-sized company with an appropriately
lean tax department. Additionally, JAFRA’s environmentally
friendly mission was ill-served by constantly printing and
mailing—or express-shipping—hundreds of sheets of paper.
Printing reams of tax forms also posed other problems.
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JAFRA Cosmetics
JAFRA Cosmetics International, Inc. is one of the world’s
leading manufacturers of beauty products, offering a
complete range of skincare, fragrance, makeup and bath &
body, with operations in 18 countries around the globe. The
privately-held company has more than 550,000 independent
consultants and annual revenue in excess of half a billion
U.S. dollars. Since 2004, JAFRA has been a member of the
Vorwerk Group, a family enterprise established in 1883 with
headquarters in Germany.
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A Digital Road Map
O’Neal began the optimization effort by clearly laying out the
project’s goals and engaging a small team of stakeholders. The
goals were positioned in straightforward terms:

• S treamline tax-filing processes so the tax function can take
on more value-added work;

•C
 reate an online storage solution to help reduce costs related
to major paper and toner consumption;

•B
 ring the tax department into the digital age by increasing
the volume of electronic data interchange (EDI) filings and
online submissions;

•M
 ake better use of timely filing deductions; and
•L
 ay the groundwork for more efficient tax-related auditing work.
The team O’Neal assembled included a financial planner
and analyst (who spearheaded the creation of a SharePoint
template for electronic storage), a financial analyst (who created
a complete set of procedures, including appendices, flow charts,
file hierarchy, and naming conventions) and two tax professionals
(who were well-versed in the tax-returns preparation process).
The team worked closely with JAFRA Cosmetics information
technology (IT) function during the initiative.

could be submitted via EDI or the Web rather than via snail
mail; and 2) All of the timely-filing deductions that JAFRA
could potentially achieve. That work required the team to
communicate closely with numerous departments of revenue
at the city, county and state levels.
The technology work required process documentation as well
as consultations with Vertex’s customer support professionals.
The team developed a comprehensive 60-page process that
identified all relevant filling procedures for EDI, Web-based
and mail returns submissions. The team also established the
filing hierarchy and naming structure for the electronic returns
stored in SharePoint.
“One of our most valuable sources of information during the
project was Vertex customer support,” says O’Neal. “I was not
familiar with the Vertex software before we started, and the
customer support team along with my colleagues in the tax
department got me up to speed quickly. The combination of
reading through the software manuals and talking regularly
with customer support helped us see, pretty quickly, how
much more value we could gain by optimizing our use of the
software.” O’Neal notes that the Vertex support team provided
useful information on EDI uploads as well as AS400 and
software interactions.

The IT support was important because the company’s
technology environment posed a challenge. At the time, JAFRA
was using an aging, heavily modified AS/400-based enterprise
resource planning (ERP) system. Although the company was
also using Vertex® Indirect Tax Returns and Vertex® Indirect
Tax L Series ® for sales tax filings , the company was not
leveraging all of the software’s functionality. “It is fantastic
software with so many uses, but we were not taking advantage
of it,” O’Neal says.

That knowledge also helped simplify the filing and storage
procedures and steps that O’Neal developed. “It was
important for us to create clear, straightforward steps so that
anyone, including newly hired folks with no experience using
SharePoint or Vertex, could understand how to store all of our
returns electronically,” O’Neal adds. He credits the tax experts
on his team for ensuring that the new approach adhered to all
relevant tax rules and principles.

O’Neal and the project team set out to learn how to
optimize the Vertex software while simultaneously developing
a SharePoint-based electronic storage system to store all of its
sales tax returns. The team also identified 1) which returns

Less Printing, More Value

“It was a very short process,” O’Neal notes, “and the actual
implementation of the new storage and submission capabilities
occurred in a single month.” Even with its swift pace, the team
devoted plenty of time to testing the new approach before
taking it live.

Vertex Tax Innovation Awards
Each year, the Vertex Innovation Awards honor tax technology
clients that leverage software and services from Vertex to
solve complex business challenges. JAFRA Cosmetics earned a
Vertex Innovation Award in 2015. More on the 2016 Innovation
Award-winners is available here: http://www.vertexexchange.
com/us/2016-vertex-innovation-awards.

The shift to a less paper-intensive returns process occurred
relatively quickly. The entire initiative, including the initial
research and planning took place in under five months.

“We spent extra time conducting a thorough quality check
on returns to sniff out any possible errors or oversights,” he
continues. “In the first month we were able to do our process
much faster but we also took time to make sure that everything
was working as intended.”

vertexinc.com
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The quality tests paid dividends. After “a very successful” first
month of the new filing approach, O’Neal says that he had the
team track progress and improvements over the next several
months. The results O’Neal shares are impressive. In addition
to creating the online storage system, the new approach:

•R
 educed the volume of tax returns that JAFRA printed and

4 Keys to Digital (Tax Submission) Transformation
JAFRA Cosmetics Business Analyst Sean O’Neal and his
project team of finance and tax professionals transformed
the company’s paper-intensive sales-tax submission approach

mailed out each month from 500-600 pages to 50 pages;

into a much more electronic and efficient process within a

• I ncreased the number of EDI-based submissions from 7

few months. The successful initiative was defined by four

to 19.

enabling characteristics:

• I ncreased the volume of timely filing deductions JAFRA earns
by 20 percent; and

• C larity: O’Neal and the team described and documented
the effort’s key challenges and key objectives in straight-

•R
 educed the total time devoted to filing sales tax returns by
an average of 28 hours during the three months following
the solution’s implementation.
The reduction of paper-based returns also lowered the tax
function’s printing and mailing costs. The 28 hours in monthly
time savings freed up tax and accounting professionals—who
were previously engaged in manually intensive reviews of
paper-based tax returns—to invest more of their time in
higher-value activities related to planning and analysis of key
performance indictors (KPIs) within their functions and at the
enterprise level.
“We’re sending out returns faster and with less effort,” O’Neal
notes. “And we expect that future audits of our returns will
be conducted much more efficiently.” “The additional tax
deductions that JAFRA Cosmetics earned as a result of the
streamlined submission process were probably the most
important benefit that we achieved,” O’Neal says. “Increasing
our deductions by 20 percent is a significant gain.”

forward terms (e.g., “inefficient manual adjustments” and
“increase timely filing deductions”).

• E xpertise: The project team included financial planning
and analysis professionals and tax professionals who were
well-versed in the sales-tax returns requirements and
principles.

• C ollaboration: The team regularly consulted with members
of numerous state and local tax bodies, as well as with
Vertex customer support professionals.

•Q
 uality: O’Neal made sure the team devoted sufficient
time to testing the new online storage system before it
went live. This quality assurance work also helped confirm
that the new process was more efficient than the previous
approach.

The paperless innovation also delivered a less tangible but
equally appreciated benefit, especially within the tax function.
“Our new approach,” O’Neal adds, “really reduced the
headaches that all of the old manual work caused.” The new
approach will help as JAFRA Cosmetics moves on to its next
improvement project in its tax and accounting functions: an
ERP upgrade to Oracle, along with a migration to Vertex®
Indirect Tax O Series®.
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Endnotes
1

“Kevin Kelly and Steven Johnson on Where Ideas Come From,” Wired Magazine, Sept. 27, 2010: https://www.wired.com/2010/09/
mf_kellyjohnson/.

About Vertex
Founded in 1978, Vertex Inc. is the leading provider of corporate tax software and services to automate, integrate, streamline or outsource tax
processes for companies of all sizes, from small to medium-sized businesses to global multinationals. Vertex provides solutions for all tax types with
industry-specific solutions for retail, communications, hospitality and leasing industries.
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