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Purpose and Scope
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The Entity Risk Score (ERS) is a composite, dynamic, data-driven indicator assigned to every registered taxpayer. It 
serves as the central decision-support layer of a risk-based operating model, enabling proportional compliance 
management across every stage of the taxpayer lifecycle.

What is Entity Risk Score (ERS)

Design Principles

• Proportionality: Administrative response severity directly matches the level of indicated risk, ensuring balanced 
intervention.

• Dynamism: The score evolves continuously as new data becomes available - compliant behavior earns score 
improvement, while performance deterioration triggers escalation.

• Auditability: Every system calculation, manual override, and threshold decision is strictly logged and fully 
reviewable to ensure complete transparency.

• Non-discrimination: The model relies exclusively on objective, compliance-relevant data. Sensitive or non-tax 
personal indicators are strictly restricted, utilized solely for nominee-detection analytics, and authorized through 
appropriate consent frameworks.



Score Range and Segmentation
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The ERS operates on a 0–1000 integer scale mapped to five tiers aligned with the OECD compliance pyramid. 



Composite Score Formula & Formula Components
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ERS is computed as a weighted sum of four risk pillars, modified by a structural decay multiplier. The formula 
integrates four conceptually distinct dimensions of compliance risk into a single, auditable integer score.

* Note: This is a conceptually simplified model view. After the Decay multiplier is applied, the released weight is proportionally distributed among the remaining weights according to their target levels.



Dynamic Weighting Mechanism. Sigmoid function
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ERS does not apply fixed weights to its four pillars. Instead, weights are determined dynamically by sigmoid 
(S-shaped) activation functions that respond to accumulating data volume.



Dynamic Weighting Mechanism. Reasoning
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We chose the sigmoid function because it avoids the statistical insignificance of linear weighting and the gameable 
jumps of step functions by smoothly transitioning from zero when data is limited to a stable target weight as volume 
grows, ensuring the score reflects genuine statistical intuition and remains robust against single-event manipulation.



Pillar-Specific Activation Parameters
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Each pillar uses a distinct data trigger and calibration, reflecting the different rates at which meaningful evidence 
accumulates across the three behavioral dimensions.



ERS changes based on taxpayer behavior
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Evolution of weights of ERS modules

Impact of the structural data on the ERS is reduced as more 
information about the taxpayer becomes available

Scenario simulation based on different examples of taxpayers
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