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1. Background

With the action plan against tax and financial crime
presented on 16 July 2026, the Federal Government is
sending a clear signal: the risk of detection is to be
increased, penalties are to be made more severe, and
voluntary disclosure as a means of avoiding prosecution
is to be abolished in its current form. In addition, plans
include closer coordination between investigative
authorities, the expansion of data-driven analysis and the
use of Al to identify tax risks. Companies subject to
sanctions are to be named and published in a register set
up specifically for this purpose.

For companies, this means one thing above all:
prevention is becoming more important than
corrective action after the event.

An effective Tax Compliance Management System
(Tax CMS) is no longer just a ‘nice-to-have’, but an
essential component of responsible corporate
governance. It helps to

[£4 identify and minimise tax risks at an early stage,
4 clearly define responsibilities and processes,

[ systematically reduce sources of error,

1 meet the governance requirements placed on senior
management and management, and

[ demonstrate a robust compliance framework to the
tax authorities.

A Tax CMS is becoming increasingly important,
particularly against the backdrop of rising liability and
reputational risks. Even today, tax authorities are
increasingly demanding transparency regarding existing
tax control systems and take existing control structures
into account when assessing tax matters.
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For German subsidiaries of Japanese groups, the issue
of tax compliance is currently becoming even more
important. Many Japanese parent companies already
expect a high degree of transparency, documentation and
internal control mechanisms. At the same time, the
demands placed on local management in Germany
regarding tax governance and risk management are
increasing. The German government’s current plans are
likely to further reinforce this trend.

A Tax Compliance Management System bridges the gap
between the compliance requirements of the German tax
authorities and the governance expectations of the
Japanese group headquarters. It ensures clear lines of
responsibility, traceable processes and transparent
communication of tax risks within the organisation.

We support companies in the development,
implementation and refinement of tax compliance
management systems — from risk analysis and the
creation of a bespoke risk-control matrix through to the
digitalisation and automation of tax processes.

Our approach includes, in particular:

= Tax risk assessments and fit-gap analyses

» Establishment and documentation of a tax CMS in
accordance with recognised standards

= Development of tax governance and control structures

= Automation and digitalisation of tax compliance
processes

=  Workflow and monitoring solutions for sustainable tax
compliance

= Training for management and specialist departments
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At PwC, we also support numerous international and
Japanese corporate groups in the implementation and
further development of tax compliance management
systems. In doing so, we combine tax expertise with an
understanding of the specific requirements of
international group structures and cross-border reporting
processes.

Japanese companies operating in Germany, a modern
Tax CMS not only provides certainty in dealings with tax
authorities but also strengthens the confidence of
management, shareholders and the group headquarters.
In an environment of increasing transparency
requirements and stricter sanctions, a functioning Tax
CMS is not only a means of risk mitigation but also an
important competitive factor.

While the Action Plan does not constitute a direct
legislative change at this stage, it signals that the German
government considers tax compliance and the fight
against tax and financial crime to be a key policy priority.
As the measures outlined may lead to future legislative
amendments and enhanced enforcement activities,
companies should reassess their existing tax governance
framework and evaluate whether their Tax CMS remains
fit for purpose.
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Contact:

If you are interested in one of our solutions, please contact the following members.

Prof. Dr. Uwe Hohage Volker Wetzstein
Partner, Japan Business Network (JBN) & Markets Leader Director, Corporate Tax, Japan Business Network
EMEA

+49 (0)151 16148501

+49 (0)160 90139585 volker.wetzstein@pwc.com
uwe.hohage@pwc.com

Takayuki Fujii / BEHET Yu Mauchi/ ERN{E
Manager, Corporate Tax, Japan Business Network Associate, Corporate Tax, Japan Business Network
+49 (0)171 4955987 +49 (0)1512 6727594

takayuki.b.fuji@pwc.com yu.mauchi@pwc.com
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