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1 Tax risk management

3 Use case indirect taxes 

4
Use case direct taxes 

2 Tax technology process & controls

Agenda

5

Tax controls tooling

Topics for discussion



Tax risk 
management



Tax compliance 

― True and fair view tax position

― IFRIC 23 / CIT risks in financials

― Sox framework

― Justified trust, incl. horizontal 

monitoring

― Tax authorities risk assessment:

1. Tax governance  

2. Roles & responsibilities

3. Tax risk assessment

4. Transparency

5. Complexity organization

― Supervision Large Business

– Top 100 Netherlands

– UK Business Risk Review

– Germany and many more… 

External reporting

― Recovery of budget government

– broadening tax base  

– strict law enforcement  

Covid-19

Tax audit 

response

Maturity level 

TCF

Tax risk management

Switch board 

maturity level TCF

Tax Process and controls – Introduction



Tax technology
process & 
controls



Automated Controls

Strategy

Continuous Control Monitoring

Managing Control-execution

P&C, IT

Process & Controls, how does it relate to Technology?
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Master 

data

Data 

entry

Tax

Calculation

Reporting

Primary Business Processes Tax Compliance Process

― Supplier

― Customer

― Employees

― Items

― Item groups

― Ledger Accounts

― Tax-Codes

― (EU)-countries

― Sales Order

― Purchase Order

― Production Order

― Goods receipt

― Shipment

― Invoice Issuance

― Invoice receipt

― (Salary) payment

― Tax code determination

― Condition Logic

― Access Sequence

― Tax-rate

― Determination of 

Transfer-price

― Preparation of Tax reports

― Issuance of Tax reports

Analyses and 

Adjustments

― Reconciliations to VAT 

amounts

― Reconciliation to Cost 

and Revenue

― Unmapped tax-codes

― Illogical patterns

― Adjustments 

R R R R R

Primairy focus of TCF’s oftentimes

C C C C C

Instead of End-to-End from origination to reporting

Tax Control from origination to reporting



Risks Controls

Customer master 

data

No VAT number attached to the 

Customer → zero rate for EU supply 

may not be applied

VAT number is a mandatory 

field for Customer master 

data file

Automated/Preventive →

Configuration

Data entry

No Tax-code is derived by the system 

→ transactions not reported in return

System is configured such 

that transactions without a 

taxcode are blocked for further 

processing

Automated/Preventive →

Configuration

Tax calculation

The system does not arrive at the 

right transfer price for certain 

transactions →transactions not 

compliant with arms-length’s 

requirement

Only knowledgeable staff is 

authorized to make changes to 

the transfer pricing calculation 

setup

Automated/Preventive →

Authorization

Examples of Business Process Tax Controls



Preventive

Control applied to avoid 

undesired situation from 

happening

Detective

Control applied to 

detect mishaps 

Automated

Once setup properly, 

applied correctly 

continuously

Manual

Quality depends on who 

the control executes

1 2

3 4

Control is a 

program

Control is a 

human 

activity 

Detected mishaps 

require (human) 

follow-up

Control is part of the 

normal process flow, 

no repair required

Who?

P
R

E
F
E

R
R

E
D

PREFERRED

When?

Additional remarks

― In isolation 1 is stronger 

than 2, 2 stronger than 3 

and 3 stronger than 4

― Paradox: Manual Controls 

are more often part of a Tax 

Control Framework, 

― Depending on risk-level, risk 

mitigation for the same risk 

may be a combination of 

preventive and detective 

controls (detective as a 

safety net for failing 

preventive control)

Controls paradox



Automated Controls

Strategy

Continuous Control Monitoring

Managing Control-execution

P&C, IT

Process & Controls, how does it relate to Technology?



Traditional Tax Control 

Framework

TCF of the Future

A Tech/Data enabled Tax Control Framework



Risks

Follow-up actionsControl/Review ExecutionControl/Review Scheduler
Risk Assessment and 

Tax Control Framework

✓

COMMON COMPONENTS

Dashboards and Reporting

Workflow & task 

management

Document  

management
Audit trailUser management

Controls

OwnersEntities

✓

X

From Excel management to GRC solution



Automated Controls

Strategy

Continuous Control Monitoring

Managing Control-execution

P&C, IT

Process & Controls, how does it relate to Technology?



ERP/IT system

Tax 

Determination

Data 

Entry

Master Data

Defined triggers/ 

anomalies

Control

Scheduler 

trigger Execution

Automated/Preventive

The VAT-nr is a Mandatory field  

in the customer master data file

Review Frequency

Annual

Human control review

The tax assistant determines that 

the VAT-nr field for the customer 

master data file is set as 

‘mandatory’

Automated/Preventive

The VAT-nr is a Mandatory field 

in the customer master data file

Occurrence of 

anomaly

VAT-nr is set to 

NOT mandatory for 

customer master 

data file

Human review of anomaly

Customer Masterdata setting has 

changed to VAT number NOT 

mandatory, indirect tax manager 

determines whether this is due to 

an approved change

Controls connected with D&A enables continuous monitoring



Apply automated controls where 

possible

Managing controls execution requires fit 

for purpose IT solutions 

Solutions may already be available in 

your company without knowing 

Data-driven controls monitoring is next 

level for control effectiveness and 

efficiency 

This requires a data-driven organization 

with leverage of technology investments

Look at the process end2end, prevention 

is better than detection

Key takeaways



Use case
Indirect taxes



Reports preparation ReportingVAT determination logic
Post-transactional 

adjustments
Master data Transaction processing

Output VAT

G/L account

Input VAT

G/L account

Working papers VAT return

Credit notes

Bad debts

Credit notes

accruals

Customer 

master data

Product 

data

Supplier 

master data

AR VAT 

logic

AP VAT 

logic

Sales

processing

O
r
d

e
r
 

e
n
t
r
y

O
r
d

e
r
 

e
n
t
r
y

Purchase 

processing

What are the key risks?

Identify the key risks



Key operational risk Control area Control objective
Mitigating 

controls
Control category Control type

― Master data

― Transaction processing

― Determination

― Adjustments

― Compliance

― Preventative

― Detective 

― C: configuration

― A: authorisation 

― R: reporting

― P: procedure

Controls repository KPMG

Which controls?



Risk mitigation Control maturity

Sufficient controls in place to mitigate the key 

operational risks in the control area

Best practice process and control activity being 

performed; limited improvements identified.

Sufficient though not all key controls in place but 

material operational risks are mitigated.

Good processes and controls but some 

improvements identified

Key operational risks exist in control area due to 

missing operational controls

Significant process and control improvements 

recommended 

Rating

Materiality High Medium Low

Controls assessment



Sub-process Key risk
Control 

objective

Mitigating 

controls

Controls 

implemented?

Control 

maturity
Rating

Process assessment Controls assessment

Master data

Key operational risk E.g. incorrect tax relevant customer master data

Control objective E.g. VAT/GST sensitive master data is complete and correct for all customers

Control 

maturity

Risk 

mitigation

Control
Control 

category

Control 

type

Existence 

control

Control 

maturit

y

Observations 

Periodic review of VAT/GST sensitive customer 

master data 
R Detective Y / N H/M/L [...]

ERP system enforces entering of VAT/GST 

sensitive data for new customers
C Preventative Y / N H/M/L [...]

[...]

How to document?



Overview 

Current state 

assessment

Improvements 

(future state)

Monitoring



Tax controls
tooling
Demo



Use case
Direct taxes



Current state Improve direct tax process Improve risk management

Lux

UK

Germany

Belgium

Russia

Netherlands

Spain

NL_HQ

France

US

US

Luxembourg

UK

Germany

Netherlands

Belgium

France

US

Policy

Process

Process

Technology

Excel

Excel

Spain
Service-

provider

Service-

provider

Service-

provider



Phase 1 – Standardize tax accounting & compliance process
Improve tax accounting

1. ERP/EPM

CIT return

Financial 

statements tax

position

Reporting & Control

3. Tax 

reporting

packages

Manual 

and auto 

data feed

Manual 

and auto 

data feed

Tax adjustments

Financial data

GAAP-TAX 

temp.diff

GAAP-TAX 

perm.diff

Tax Assumption 

Schedule

2. Tax 

computation

End 2-end tax accounting process



Phase 2 – Automate tax accounting & compliance process
Improve tax accounting

Financials and

tax returns 

>70% 

automated

Automatic CIT determination (GL and tax rules mapping)

Transactions GL accounts Tax rules

CIT adjustment

rules

Rules in tax acc/ 

compl. software

CIT calculation

rules

ERP / EPM 

Tax 

accounting & 

compliance 

software

GAAP-STAT 

perm.diff (GSP)

STAT-TAX perm.diff

(STP)

GAAP-STAT 

temp.diff (GST)

STAT-TAX temp.diff

(STT)

Scenario BSM description COA Tax = GAAP Tax rule - TRQ Local practice Data capture Perm / Temp Logic

Salaries & 

employee 

benefits

Hotel expenses [country 

maintenance] staff

5824400 No Employee benefit expenses can 

only be deductible for CIT when 

the benefit is subject to salary tax. 

Accounting: expenses are recorded 

on monthly basis when invoice 

received

Tax: Adjustment is performed as no 

salary tax withheld

P&L Permanent 100%_Pull

Marketing & 

business 

incentives

CBG gives FOC mobile 

devices to customer for 

promotional and …

N/A Yes Goods supplied to customer FOC 

are considered promotional 

activities. Sound business …

Accounting: no revenue is booked; 

purchase price devices are deducted 

as COGS | Tax: no adjustment is … 

P&L N/A N/A



Timely identify, assess and manage direct tax (accounting) risks
Improve tax risk management

Preventive risk assessment Detective risk assessment 

Tax risk management system

Risk assessment &

control testing

Event 

management

Tax risks & 

control matrix
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