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The Digitalisation of Revenue Authorities: Al and the End of “Tax Planning as Usual”

When the Algorithm Knocks

In early 2025, a mid-sized Tanzanian logistics company received an
unusual desk query from the Tanzania Revenue Authority (TRA). It wasn't
a blanket request for ledgers; it was a precise, machine-generated
anomaly report:

e “In Q3 of the previous year (2024) you reported fuel expenses
increased by 23% while transport revenues grew by only 5%.
Comparable peers in your sector showed an average 7% increase.
Please explain.”

The query wasn't drafted by a human officer; it was flagged through the
Al-based anomaly detection system.

This case illustrates a growing reality: tax authorities across Africa are
moving from reactive audits to predictive, Al-driven oversight, changing
how taxpayers must think about compliance.

The New Enforcement Model
1. Centralized data platforms at the core

Authorities are building central repositories pulling data from:

« EFD/e-invoicing systems (Tanzania, Kenya, Rwanda, Uganda)
« Customs clearance systems (TANCIS)

o Payroll and social security feeds

e Banking and mobile money APIs

With these linked, Al can cross-match inconsistencies in real time.
2. Machine learning for risk scoring

Instead of random selection, taxpayers are ranked on risk models: outlier
ratios, variance from peers, sudden fluctuations, or complex group
structures.

3. Natural language processing (NLP)

Authorities are experimenting with NLP tools to parse taxpayer
correspondence, objections, and tribunal decisions, making precedent
searchable and audit letters more standardized.

4. Predictive audit triggers

Al doesn't just find errors; it predicts future non-compliance. For example,
if @ company'’s input VAT credit claims are trending 15% above sector
norms, the system will flag them for proactive review.




African Case Studies

Tz Tanzania — TRA Digital Forensics Unit
e Using EFD data, TRA already generates daily sales profiles

e Next step: algorithms to flag under-declaration by comparing
fuel purchases vs mileage vs reported sales

o Pilot programs are exploring Al to analyse objection patterns and
reduce backlog

Ke Kenya — KRA's Data Science Hub

o KRA'siTax systemisbeing enhanced with eTIMS APIs feeding into
a central analytics hub

e Rumored pilot: using Al to detect fictitious suppliers by analysing
networks of invoices and cross-checking against eCitizen
business registrations

zA South Africa — SARS Data Driven Case Selection

e SARS has publicly indicated that it leverages data-driven risk
engines, including advanced analytics and machine-learning
techniques, to support audit and verification case selection

@ OECD / Global

e OECD's Tax Administration 3.0 paper highlights Al-assisted
compliance nudges: pre-populated risk alerts sent to taxpayers
before returns are filed.
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Why This Ends “Tax Planning as Usual”

Historically, aggressive tax planning relied on opacity: moving
transactions into grey zones, hoping audit capacity was thin. Al collapses
that buffer because:

o Comparables are automated - The system compares you to
peers instantly.

o Pattern detectionis 24/7 —. anomalies don't wait for audit cycles.

» Integrated datasets - customs, payroll, and e-invoices can't be
siloed.

The result: positions that looked “safe” five years ago are now digitally
transparent.

Practical Implications for CFOs & Tax Leaders

(a) The New Compliance Standard

Your filings must not just be legally defensible; they must also be
statistically defensible against sector norms.

(b) Documentation Must Match Data Trails

E.g. If the policy says the entity pays royalties, there must be
corresponding royalty payments recorded in the accounts; otherwise, the
algorithm will flag the inconsistency.

(c) Audit Preparation = Data Preparation

Future audits will begin with datasets, not narrative memos. CFOs must
invest in reconciliations, dashboards, and exception logs.



Case Example Payroll vs Withholding

An IT company could be flagged where payroll tax filings report 120 staff,
but VAT returns indicate output far below sector averages. Al might
conclude a possible under-declaration of revenue. On audit, it could
emerge that 40 staff were seconded to group companies abroad without
proper recharge.

Lesson: Payroll, VAT, and TP data must reconcile in an Al-monitored
environment.

Risk & Opportunity Matrix

Opportunity If

AU LR Proactive

Risk for Taxpayers

Daily reconciliations,
automated error
correction

Anomaly detection Disallowed input VAT,
in e-invoices expense rejections

Build trade-tax
reconciliation modules

Reassessment of
sales, penalties

Customs vs VAT
cross-checks

Use same models
internally to pre-assess
positions

Peer Outlier adjustments,
benchmarking deemed income

Predictive audit
scoring

Higher chance of
desk queries

Engagein cooperative
compliance programs

Disclaimer:
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Building a Future-Proof Response
1. Tax data governance framework

o Define "single source of truth” for invoices, customs, payroll, TP
data.

2. Investin tax technology

o Dashboards, anomaly alerts, and reconciliations should run in-
house.

3. Al-proof transfer pricing

o Benchmark intercompany charges against not just OECD studies,
but also local statistical norms (e.g., TRA peer groups).

4. Cooperative compliance engagement
o Authorities will increasingly offer “trust-based"” programs where
companies share datainreal time in exchange for audit certainty.
Leadership Takeaway

The digitalisation of tax administration is not about gadgets; it's about
changing the audit mindset. The new tax officer isn't just a person with a
file; it's an algorithm with your full data footprint.

CFO / Tax Leaders Question: “/f TRA ran my data through their anomaly
engine tonight, what red flags would appear... and can | explain them
tomorrow morning?”
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