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Unleashing the Potential of Generative Al in In-House Tax and Legal Functions

I Introduction

The world of generative artificial intelligence has been set ablaze this week with the groundbreaking releases from Open Al of ChatGPT-40 and
Google releasing their updated Gemini and multimodal models. These multimodal models, capable of processing text, images, and even videos with
even higher reasoning capabilities, are pushing the boundaries of what is possible with Al.

As these types of technologies continue to evolve at an unprecedented pace, their potential to revolutionize in-house tax and legal functions within
organizations is becoming increasingly apparent.

’ I The Power of Generative Al
Generative Al, with its ability to create human-like text, analyze complex data, and provide
45»@7 intelligent recommendations, is poised to transform the way in-house tax and legal professionals
,ﬁa«“ﬁ work. By harnessing the power of these advanced models, organizations can unlock new levels of

efficiency, accuracy, and insight, ultimately driving better decision-making and business outcomes.

At Deloitte Middle East, we have already taken a significant step forward in this regard with the
development of our internal generative Al platform, Genie. Built on the cutting-edge GPT-4 model,
Genie has been groundbreaking in enabling us to deliver greater value to our clients in the Middle
East. This platform showcases the immense potential of generative Al in enhancing tax and legal
= services, and hopefully serves as an inspiration for organizations looking to transform their
in-house functions.

I Real-World Applications of Generative Al

The potential applications of generative Al in tax and legal functions are vast and diverse. For instance, in the domain of Value Added Tax (VAT),
generative Al can be used to analyze the eligibility of creating a VAT group based on various ownership scenarios. By providing comprehensive
textual analysis and simplified graphical representations, Al enables tax professionals to quickly understand and interpret complex VAT regulations
and make informed decisions.

Similarly, generative Al can be employed to determine the applicability of zakat and income tax for companies operating in Saudi Arabia under
different ownership structures. By analyzing each scenario and generating detailed explanations and questionnaires, Al assists tax professionals in
navigating the intricacies of the Saudi tax system and ensuring compliance with local regulations.

In the realm of transfer pricing, generative Al can revolutionize the way multinational organizations analyze and document their intercompany
transactions. By providing a comprehensive framework that includes functional analysis, economic analysis, and documentation requirements,
generative Al enables tax professionals to handle the complexities of transfer pricing with greater ease and precision. This not only saves time and
reduces the risk of errors but also enhances the overall quality and consistency of transfer pricing documentation.

I The Challenges and Opportunities Ahead

While the potential benefits of generative Al are immense, organizations must also navigate
the challenges and risks associated with these technologies. Data privacy and security are
paramount concerns, as the use of Al involves processing large volumes of sensitive
information. Organizations must implement robust data governance frameworks and
security measures to protect confidential data and maintain the trust of their stakeholders.

Another critical challenge is the need for explainable and transparent Al. As these models
become more complex and sophisticated, it becomes increasingly difficult to understand

how they arrive at their recommendations and decisions. This lack of transparency can lead

to bias, errors, and unintended consequences. Organizations must prioritize the a1 1
development of explainable Al systems that provide clear and understandable reasoning
behind their outputs.

Despite these challenges, the opportunities presented by generative Al are too significant to ignore. By embracing these technologies and
proactively addressing the associated risks, organizations can gain a competitive edge and drive innovation in their tax and legal functions.
The key is to approach Al adoption with a strategic and well-informed mindset, focusing on high-value use cases and continuously iterating
based on feedback and results.
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I The Future of In-House Tax and Legal Functions

As generative Al continues to advance at a rapid pace, the future of in-house tax and legal - N
functions looks increasingly digital and data-driven. Tax professionals will become strategic s@
advisors, leveraging Al-powered insights to optimize tax strategies and minimize risks. Legal S

teams will evolve into proactive legal risk managers, using Al to identify potential legal C\

issues before they arise and provide real-time advice to the business.

However, this transformation will not happen overnight. Organizations must invest in the

right talent, tools, and processes to fully realize the potential of generative Al. This includes
upskilling tax and legal professionals to work alongside Al systems, developing robust data \
management and governance frameworks, and fostering a culture of innovation and = : \
continuous improvement. N \

I Key Considerations for Organizations

Investing in explainable Al technologies

that provide clear and understandable

reasoning behind their

recommendations and decisions.

Establishing a culture of innovation and
continuous improvement, encouraging
experimentation and iterative
development of Al solutions.

Identifying high-value use cases for
generative Al in tax and legal functions,
focusing on areas where automation
and intelligent recommendations can
drive the most significant benefits.

Developing a comprehensive data
strategy that ensures the quality,
security, and privacy of sensitive
information used by Al systems.

to work effectively alongside Al

with machine intelligence.

I Conclusion

Upskilling tax and legal professionals

- systems, combining human expertise

The recent advancements in generative Al, exemplified by the releases this week of ChatGPT-40 and new Google generative Al multi-modal
capabilities, are heralding a new era for in-house tax and legal functions. By harnessing the power of these types of technologies in future,
organizations can unlock unprecedented levels of efficiency, accuracy, and insight, transforming the way they operate and deliver value to their
stakeholders.

The success of our Genie platform serves as an example of the transformative potential of generative Al in the tax and legal domain. As more
organizations follow suit and develop their own Al-powered solutions, we can expect to see a wave of innovation and disruption in the way these
functions operate.

However, the journey towards Al adoption is not without its challenges. Organizations must navigate complex issues related to data privacy,
security, explainability, and talent development. The key is to approach these challenges with a strategic and well-informed mindset, focusing on
high-value use cases and continuously iterating based on feedback and results.

As the world of Al continues to evolve at a breakneck speed, one thing is certain: the future belongs to those organizations that are willing to
embrace change, innovate fearlessly, and harness the power of generative Al to drive transformative outcomes. The question is not whether to
adopt these technologies, but rather how to do so in a way that maximizes their potential while mitigating their risks. The organizations that get
this right will be the ones that thrive in the age of Al, setting new standards for excellence in in-house tax and legal functions.
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I Contacts

For further information, please get in touch with one of our experts listed below.

i

Mohamed Serokh Ilham Hmimou Saad Igbal

ME Transfer Pricing Leader Transfer Pricing Indirect Tax
mserokh@deloitte.com ihmimou@deloitte.com saaigbal@deloitte.com

Hiba Ather
International Tax
hather@deloitte.com
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This publication has been written in general terms and therefore cannot be relied on to cover specific situations; application of the principles set out will depend upon
the particular circumstances involved and we recommend that you obtain professional advice before acting or refraining from acting on any of the contents of this
publication.

Deloitte & Touche (M.E.) (DME) is an affiliated sublicensed partnership of Deloitte NSE LLP with no legal ownership to DTTL. Deloitte North South Europe LLP (NSE) is a
licensed member firm of Deloitte Touche Tohmatsu Limited.

Deloitte refers to one or more of DTTL, its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its
member firms are legally separate and independent entities. DTTL, NSE and DME do not provide services to clients. Please see www.deloitte.com/about to learn more.
Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more
than 150 countries and territories, serves four out of five Fortune Global 500® companies. Learn how Deloitte’s approximately 457,000 people make an impact that
matters at www.deloitte.com.

DME would be pleased to advise readers on how to apply the principles set out in this publication to their specific circumstances. DME accepts no duty of care or
liability for any loss occasioned to any person acting or refraining from action as a result of any material in this publication.

DME is a leading professional services organization established in the Middle East region with uninterrupted presence since 1926. DME's presence in the Middle East
region is established through its affiliated independent legal entities, which are licensed to operate and to provide services under the applicable laws and regulations
of the relevant country. DMFE's affiliates and related entities cannot oblige each other and/or DME, and when providing services, each affiliate and related entity
engages directly and independently with its own clients and shall only be liable for its own acts or omissions and not those of any other affiliate.

DME provides services through 23 offices across 15 countries with more than 7,000 partners, directors and staff. It has also received numerous awards in the last few
years such as the 2022 & 2023 Great Place to Work® in the UAE, the 2023 Great Place to Work® in the KSA, and the Middle East Tax Firm of the year.
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