
When the Unloved Duo of Taxation and Internal Control Unite for Mutual Gain 
 
In the complex universe of business management, two distinct and sometimes 
underappreciated areas often come to the forefront: taxation and internal control. 
While internal control provides a robust framework to mitigate risks, taxation emerges as an 
unexpected ally, offering a comprehensive perspective and deep understanding 
of internal processes. 
 
Taxation as a Revealer of Internal Processes 
 
Taxation is not merely a matter of numbers and tax calculations. It encompasses a panoramic 
view of the business, requiring a detailed understanding of operations, financial flows, and 
interconnections. This broad perspective allows for the identification of vulnerabilities and 
inconsistencies within internal processes, shedding light on areas where internal control could 
be strengthened. 
 
During the analysis of tax obligations, the company must dissect its operations and financial 
flows. This deep dive often uncovers irregularities or inadequacies within internal processes.  
 
For example, in the context of VAT, the selection of an incorrect tax code can indicate 
shortcomings in transaction classification. Taxation then becomes a diagnostic tool, guiding 
efforts to reinforce internal control. 
 
Internal control also plays a significant role in the realm of provision documentation. Poorly 
documented or insufficient provisions can lead to tax adjustments. A well-
designed internal control system establishes rigorous procedures for the evaluation and 
documentation of provisions, thereby reducing the risks of tax disputes. 
 
Another critical area where internal control proves essential is transfer pricing 
documentation. The absence of a clear breakdown of profits and costs by business segment 
can weaken transfer pricing documentation, exposing the company to transfer pricing risks. An 
effective internal control system implements procedures to ensure accurate allocation of costs 
and profits and documented processes, thereby strengthening transfer pricing documentation. 
 
Tax Documentation: A Support for Internal Control 
 
Thorough tax documentation requires the compilation of precise information about the 
company's operations. This thorough process also serves the goals of internal control by 
creating stringent traceability. 
Isn't it remarkable that the comprehensive understanding of invoicing processes rests 
on the shoulders of taxation through the establishment of reliable VAT audit trails? 
Or that the understanding of the company's activities and flows materializes through 
transfer pricing documentation?  
The practices of tax documentation translate into better data organization, thus 
facilitating internal audits and early detection of potential issues. 
 
The synergy between taxation and internal control offers a balanced and comprehensive 
perspective on business management. While internal control bolsters tax compliance by 
preventing errors and vulnerabilities, taxation acts as a revealer of internal processes to be 
improved. This unexpected collaboration demonstrates that the boundaries between 
departments are not as rigid as they may seem and that the company can benefit from 
reciprocity between seemingly distinct domains ! 
 


