Observatory on the Protection of Taxpayers’ Rights

Below you will find a questionnaire filled in by Zhiyong Zhang, retired tax authority at the

State Administration of Taxation and OPTR National Reporter of China.

This set of questionnaires comprise the National Reporter’s assessment on the country

practice during 2018 in the protection of taxpayers’ rights (Questionnaire # 1), and the level

of fulfilment of the minimum standards and best practices on the practical protection of

taxpayers’ rights identified by Prof. Dr. Philip Baker and Prof. Dr. Pasquale Pistone at the 2015
IFA Congress on “The Practical Protection of Taxpayers’ Fundamental Rights” (Questionnaire
# 2). These questionnaires were filled in considering the following parameters:

For Questionnaire # 1, an assertive assessment (yes/no) was required on the effective
implementation in domestic law of 82 legal safeguards, guarantees and procedures
relevant in 12 specific areas for the practical protection of taxpayers’ rights, as
identified by Baker & Pistone in 2015. This line of questioning aims to get an overview
of the state of protection of taxpayers ' rights in the country in 2018.

For Questionnaire # 2, an impartial, non-judgmental evaluation was required on the
developments, either of improvement or of decline, in the level of realisation of 57
minimum standards and 44 best practices, distributed into 87 benchmarks for the
practical protection of taxpayers’ rights. In this regard, a summary of events occurred
in 2018 (legislation enacted, administrative rulings, circulars, case law, tax
administration practices), that serve as grounds for each particular assessment, was
also required.
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Observatory on the Protection of Taxpayers' Rights
Questionnaire No. 1: Country Practice

1. Identifying taxpayers and issuing tax returns

Question

Country: China
National Reporter: Zhiyong Zhang

[Fax Practitioner ~ [ludiciary

Affiliation

I [Frax Administration

7. Criminal and administrative sanctions

Question

[drax) Ombudsman

Chcademia

Does the principle ne bis in idem apply in your country to prevent either (a) the imposition of a tax
1 Do taxpayers have the right to see the information held about them by the tax authority? ¢] O 56 penalty and the tax liability; (b) the imposition of more than one tax penalty for the same conduct; (c) Cho »
the imposition of a tax penalty and a criminal liability?
. N . N o) If ne bis in idem is recognised, does this prevent two parallel sets of court proceedings arising from
2 If yes, can they request the correction of errors in the information? ® 57 . - @es o
the same factual circumstances (e.g. a tax court and a criminal court)?
3 In your country, is there a system of "cooperative compliance" / "enhanced relationship"which ® 0 58 If the taxpayer makes a voluntary disclosure of a tax liability, can this result in a reduced or a zero res Ow
applies to some taxpayers only? penalty?
2 If yes, are there rules or procedures in place to ensure this system is available to all eligible taxpayers ® 0
on a non-preferential/non discriminatory/non arbitrary basis?
5 Is it possible in your country for taxpayers to communicate electronically with the tax authority? ® o] 8. E nfo rcement Of taxes
6 If yes, are there systems in place to prevent unauthorised access to the channel of communication? ® o] Question
7 Are there special arrangements for individuals who face particular difficulties (e.g. the disabled, the @ o 59 Does the taxpayer have the right to request a deferred payment of taxes or a payment in instalments ® o
elderly, other special cases) to receive assistance in complying with their tax obligations? (perhaps with a guarantee)?
60 Is a court order always necessary before the tax authorities can access a taxpayer's bank account or o ®

2. The issue of tax assessment

Question

If a systematic error in the assessment of tax comes to light (e.g. the tax authority loses a tax case and

other assets?

9. Cross-border procedures

8 it is clear that tax has been collected on a wrong basis), does the tax authority act ex officio to notify @ [e] Question
all affected taxpayers and arrange repayments to them?
9 Does a dialogue take place in your country between the taxpayer and the tax authority before the @ 0 61 Does the taxpayer have the right to be informed before information relating to him is exchanged in ® o
issue of an assessment in order to reach an agreed assessment? response to a specific request?
Does the taxpayer have a right to be informed before information is sought from third parties in
10 If yes, can the taxpayer request a meeting with the tax officer? @ O 62 pay " 8 . ) 8 P ® (0]
response to a specific request for exchange of information?
If no to either of the previous two questions, did your country previously recognise the right of
63 taxpayers to be informed and was such right removed in the context of the peer review by the Forum (@] (o]
on Transparency and Exchange of Information?
. N1 Does the taxpayer have the right to be heard by the tax authority before the exchange of information
64 @ o]
3' Confldentlal Ity relating to him with another countrv?
P Does the taxpayer have the right to challenge before the judiciary the exchange of information
Question 65 . paye’ € € ! y € @ &)
relating to him with another country?
Does the taxpayer have the right to see any information received from another country that relates
11 Is information held by your tax authority automatically encrypted? ® o 66 to him? pay g Y Y @ o]
Is access to information held by the tax authority about a specific taxpayer accessible only to the tax
12 . . 5 v y . v P pay v ® o 67 Does the taxpayer have the right in all cases to require a mutual agreement procedure is initiated? @ 0]
official(s) dealing with that taxpayer's affairs?
13 If yes, must the tax official identify himself/herself before accessing information held about a specific ) 0 68 Does the taxpayer have a right to see the communications exchanged in the context of a mutual o ®
taxpayer? agreement procedure?
14 Is access to information held about a taxpayer audited internally to check if there has been any ® o
unauthorised access to that information?
Are there examples of tax officials who have been criminally prosecuted in the last decade for . .
15 o] ]
unauthorised access to taxpayers' data? 10' LengIatlon
16 Is information about the tax liability of specific taxpayers publicly available in your country? @ @] Question
Is there a procedure in your country for public consultation before the adopting of all (or most) tax
17 Is "naming and shaming" of non-compliant taxpayers practised in your country? @ o] 69 Iegislation‘; v vyiorp pling ( ) @ 0]
Is there a system in your country by which the courts may authorise the public disclosure of
18 information held by the tax authority about specific taxpayers (e.g. habeas data or freedom of ® Q 70 Is tax legislation subject to constitutional review which can strike down unconstitutional laws? @ o]
information?
Is there a system of protection of legally privileged communications between the taxpayer and its
19 advisors? Y P 8aly P 8 Pay ® e} 71 Is there a prohibition on retrospective tax legislation in your country? o ®
If yes, does this extend to advisors other than those who are legally qualified (e.g. accountants, tax - . . o
20 adyvisors)? sally q (g ® 72 If no, are there restrictions on the adoption of retrospective tax legislation in your country? @® o]




11. Revenue practice and guidance

Question Question
Does the principle audi alteram partem apply in the tax audit process (i.e. does the taxpayer have to o . N .
Does the tax authority in your country publish guidance (e.g. revenue manuals, circulars, etc.) as to
21 be notified of all decisions taken in the process and have the right to object and be heard before the ® o] 73 . N yinye YP 8! (g ) ® O
e how it applies your tax law?
decision is finalised)?
2 Are there time limits applicable to the conduct of a normal audit in your country (e.g. the audit must ® O 74 If yes, can taxpayers acting in good faith rely on that published guidance (i.e. protectoin of legitimate ® o
be concluded within so many months? expectations)?
23 If yes, what is the normal limit in months? 03 months El 75 Does your country have a generalised system of advanced rulings available to taxpayers? (o] @
24 Does the taxpayer have the right to be represented by a person of its choice in the audit process? @ Q 76 If yes, is it legally binding? O O
25 May the opinion of independent experts be used in the audit process? ® 77 If a binding rule is refused, does the taxpayer have a right to appeal? @ o}
2% Does the taxpayer have the right to receive a full report on the conclusions of the audit at the end of ®
the process?
Does the principle ne bis in idem apply to tax audits (i.e. that the taxpayer can only receive one audit . . . [
27 ®
in respect of the same taxable period)? o] 12. Institutional framework for protecting taxpayers'rights
28 If yes, does this mean only one audit per tax per year? @® Question Yes
Are there limits to the frequency of audits of the same taxpayer (e.g. in respect to different periods or
29 ) q v payer (e.g P P ® 78 Is there a taxpayers' charter or taxpayers' bill of rights in your country? ] o
different taxes)?
Does the taxpayer have the right to request an audit (e.g. if the taxpayer wishes to get finality of
30 . Kpay N v bt au udit (e.g. i xpayer wi get Tinallty ® 79 If yes, are its provisions legally effective? @ o]
taxation for a particular year)?
80 Is there a (tax) ombudsman / taxpayers' advocate / equivalent position in your country? O @
. . A If yes, can the ombudsman intervene in an on-going dispute between the taxpayer and the tax o
81 o]
5 * More intensive a Ud its authority (before it goes to court)?
Question 82 If yes to a (tax) ombudsman, is he/she independent from the tax authority? o} o]
31 Is authorisation by a court always needed before the tax authority may enter and search premises? [9] ®
32 May the tax authority enter and search the dwelling places of individuals? O @®
33 Is there a procedure in place to ensure that legally privileged material is not taken in the course of a o ®
search?
34 Is a court order required before the tax authority can use interception of communications (e.g. o o
telephone tapping or access to electronic communications)?
35 Is the principle nemo tenetur applied in tax investigations (i.e. the principle against self- o ®
incrimination?
36 If yes, is there a restriction on the use of information supplied by the taxpayer in a subsequent o o
penalty procedure/criminal procedure?
37 If yes to nemo tenetur, can the taxpayer raise this principle to refuse to supply basic accounting o o
information to the tax authority?
Is there a procedure applied in your country to identify a point in time during an investigation when it
38 becomes likely that the taxpayer may be liable for a penalty or a criminal charge, and from that time 9] @
onwards the taxpayer's right not to self-incriminate is recognised?
39 If yes, is there a requirement to give the taxpayer a warning that the taxpayer can rely on the right of o o

non-self-incrimination?

6. Review and appeals

Question
Is there a procedure for an internal review of an assessment/decision before the taxpayer appeals to

40 ® Q
the judiciary?
" Are there any arrangements for alternative dispute resolution (e.g. mediation or arbitration) before a ® o
tax case proceeds to the judiciary?
o Is it necessary for the taxpayer to bring his case first before an administrative court to quash the o ®
decision, before the case can proceed to a judicial hearing?
43 Are there time limits applicable for a tax case to complete the judicial appeal process? ® o}
44 If yes, what is the normal time it takes for a tax case to be concluded on appeal? 03 months El
45 Does the taxpayer have to pay some/all the tax before an appeal can be made (i.e. solve et repete )? @® I Q




If yes, are there exceptions recognised where the taxpayer does not need to pay before appealing

46 o ®
(i.e. can obtain an interim suspension of the tax debt?

47 Does the taxpayer need permission to appeal to the first instance tribunal? O ®

48 Does the taxpayer need permission to appeal to the second or higher instance tribunals? e} ®

49 Is there a system for the simplified resolution of tax disputes (e.g. by a determination on the file, or ® o
by e/filing?

50 Is the principle audi alteram partem (i.e. each party has a right to a hearing) applied in all tax ® o)
appeals?

51 Does the loser have to pay the costs in a tax appeal? @® o}

52 If yes, are there situations recognised where the loser does not need to pay the costs (e.g. because of Ie} ®
the conduct of the other party)?

53 Are judgments of tax tribunals published? ] O

54 If yes, can the taxpayer preserve its anonymity in the judgment? @ o}

55 If there is usually a public hearing, can the taxpayer request a hearing in camera (i.e. not in public) to ® o

preserve secrecy/confidentiality)?




Minimum standard

Observatory on the Protection of Taxpayers' Rights
Questionnaire No. 2: Standards of Protection

Country: China
National Reporter: Zhiyong Zhang
Affiliation

| [Fax Administration [Fax Practitioner Cudiciary [Cirax) Ombudsman [Academia

1. Identifying taxpayers and issuing tax returns

Best practice

Shift
Away

Shift
Towards

Summary of relevant facts in 2018

ERTE—NRRARRSH - AREIRBISEOME - WREARBISTERERD -

Implement safeguards to prevent impersonation when issuing
unique identification number

Certain digits could be concealed when a unique taxpayer identification number is issued. Taxpayer identification number
cannot be copied.
BEEERFERETE

China complied with the minimum standard.

The system of taxpayer identification should take account of
religious sensitivities

ARNRBNRGAS RRBGR TR -
The system of taxpayer identification does not involve religion sensitive information.
FEFRHERIETE

China complied with the minimum standard.

Impose obligations of confidentiality on third parties with
respect to information gathered by them for tax purposes

"BULAEE A 8
FME : MBRA - HANSABNERBRINRARKRA - NS ANERRE - RINANARENNEA - 0
HNUBANERRE -

(PRASHRRBERERLITNE) (EFK[2008]93
B) METEARER - BAIRSSEBYESRESFAFANE=SFREEREN - H2ESENXPERRS
THXNIRE - AURAAREE=FSME - ASATEWER - " Article 8 of the Tax Administration and Collection
Law of the People's Republic of China stipulates that “Taxpayers and withholding agents have the rights to require tax
authorities to keep all related information confidential. Tax authorities shall keep the information of taxpayers and
withholding agents confidential in accordance with the law.”
The “Interim Administrative Measures of Taxpayers’ Confidential Information” (issued by the SAT, Guo Shui Fa [2008] No.93)
provides specific requirements on the aforesaid provision In curent practice, when China State Administration of Taxation
(SAT) obtains information from a third party through cooperation agreement where China is a contracting party, e.g. a
memorandum, it would be clearly stated in that agreement that neither party shall release the information to any other party
in any manner, and the information shall not be used for commercial purposes.
BEEERFERIERERRESR -

China complied with the minimum standard and adopted the best practice.

Where tax is withheld by third parties, the taxpayer should be
excluded from liability if the third party fails to pay over the
tax

BERRFERIETERRESE -

China complied with the minimum standard and adopted the best practice.

Where pre/populated returns are used, these should be sent
to taxpayers to correct errors

FHBFRFBYN MO BRRPUSNAZENEIEIVATIENSE - ARATHERZAHTELE - FERER
-

Provincial electronic tax filing systems can pre-fill and pre-load those information that tax authorities have in part of the tax
return froms. Taxpayers can make correction afterwards.

China complied with the minimum standard.

Provide a right to access to taxpayers to personal information
held about them, and a right to correct inaccuracies

Publish guidance on taxpayers' rights to access information
and correct inaccuracies

(ARBFZLBATRT (SRESEWERNE) HAE) (ERRFEBRE201655415) RETARAS
FHRBBEEENAGRNARSE - REBRFERERERRESE
The "Public notice regarding the 'Administrative Measures on Inquiry of Tax-related Information™ (Issued by the SAT, SAT
PN[2016] No.41) provides the measures for taxpayers to look up and apply for modifying the personal information.
China complied with the minimum standard and adopted the best practice.




Where communication with taxpayers is in electronic form,
institute systems to prevent impersonation or interception

SREAMEARARRAER  BENTERRESEHAE - ARAZ RN EBRRSTE CA (Certificate
authority) TAIE - MRIEERIRE -

Requirements on the development of online tax service were published by the State Administration of Taxation, and local
practice in different locations are subject to respective local implementation rules. Certificate Authority is required when
taxpayers login to the online filing system, to ensure confidentiality.

FEERFERETE -

China complied with the minimum standard.

Where a system of "cooperative compliance" operates, ensure
it is available on a non-discriminatory and voluntary basis

(ARHBFZL/AEWHRWRSMEBME (217) ) (ERK(2011)718) F+t5E BISZBESEUEHAEAR
. EE. AF, BEMEMLE - SITHBCEMNY - HEFER ENS S EFRER S KK -
According to the "SAT Rules for Provision of Tax Services and Administration of Large-sized Companies (Trial)" (Issued by the
SAT, Guoshuifa [2011] No. 71), SAT and enterprise groups can sign Tax Compliance Cooperation Agreement (TCCA) on the
principle of voluntariness, equality, and mutual openness and trustworthiness, to enhance the cooperation towards
prevention and control of tax risks.

ERSBEMERBHIATWHNE - SESITRUCEMESEMY - HXFPERABTR2017EFHHS -
Negotiated with those large-sized enterprises with high tax compliance level and jointly signed the tax compliance
cooperative agreements. Compared with 2017, agreements signed in 2018 are improved in both type and content.

Provide assistance for those who face difficulties in meeting
compliance obligations, including those with disabilites, those
located in remote areas, and those unable or unwilling to use
electronic forms of communication

HEB S VAERESTR ERARENT", ARRADGEREEF - BTN EAFRRNE - BEIHHME M
SNBNE - TEDBRRSTRRNDFE X, REFDHERBEANREE -

China tax authorities have been launching a series of campaigns under the “Spring Action” to enhance services to taxpayers
to facilitate tax compliance. The campaigns

includes promoting online tax compliance, accompanied by self-service tax compliance scheme and other local community
tax compliance schemes. Together with tax counter services at local tax bureaus, China tax authorities have satisfied the
needs of different groups of taxpayers on tax compliance.

HEFRRHERERE -

China complied with the minimum standard.

Minimum standard

2. The issue of tax assessment

Best practice

Establish a constructive dialogue between taxpayers and

Shift
Away

Shift
Towards

Summary of relevant facts in 2018

BBSSBEENG L (PRIFEEENEX)  (ERRFZZBATIERBNREETENEL) MR (BRKESE
BRFE-DIMERBNLERTIERERN) SHNEHE - WHESHIIFRNRERURLGHRE - RS - TIEF
KFEM T EAE - REARANRS M) ZER IR ENIE -

The STA promulgated several protocols including the “Administrative Measures on Tax Assessment”, “Opinions of the STA on
Strengthening Tax Risk Management”, and “Notice on Further Strengthening Tax Risk Management” etc., to strictly regulate

10 iti i o] o]
revenue ?uthorltles to ensure a fair assessment of taxes based the working process and content on tax risk management and assessment for tax authorities, to ensure a constructive
on equality of arms . -
dialogue between taxpayers and tax authorities.
HEFRFERERXE -
China adopted the best practice.
BELBLLAEH =R  SERINAFBZAGCEMNRABRER - HONREETE - RNMEARASBR
HiR -
u filing d ts and i ¢ After the launch of “Golden Tax Project - Phase Ill”, the newly upgraded digitalized tax administrative system, China tax
11 se e-liing 1o speed up assessments and correction of errors, @] @] authorities at all levels are able to collect tax filing information from taxpayers via the online system, to carry out risk

particularly systematic errors

management and advise taxpayers of any filing/reporting errors in a timely manner.

HEFRFERERXE -
China adopted the best practice.




12

Minimum standard

Provide a specific legal guarantee for confidentiality, with
sanctions for officials who make unauthorised disclosures (and
ensure sanctions are enforced).

3. Confidentiality

Best practice

Encrypt information held by a tax authority about taxpayers to
the highest level attainable.

Summary of relevant facts in 2018

TENXASZZRARA - % - BERBEESEZZENENE -
Regulated under several laws and regulations, including the Punishment Ordinance for Civil Servants, the Criminal Law and
the State Compensation Law etc.

HEHFERETERRETRE -

China complied with the minimum standard and adopted the best practice.

13

Restrict access to data to those officials authorised to consult
it. For encrypted data, use digital access codes.

Ensure an effective fire-wall to prevent unauthorised access to
data held by revenue authorities.

BRI S SRR —PIMERIELZZERE - NRTHENRN - BHBEA - NERIEAN - HIFBENRES - 848
REH  WIRRDELBSTIE - SIEEBAE BRI THBEZZEEEN - UTRABEZZREKTE -

The SAT has been strengthening its data security management through the strict implementation of protocols of computer
authorization, password accessing, double verification requirement, data permission configuration, data security audit and
data traces processing etc., with an aim to formulate strict and effective measures on monitoring data security and elevate
the data security standard.

BEEERFERIERERRESE -
China complied with the minimum standard and adopted the best practice.

14

Audit data access periodically to identify cases of unauthorised
access.

BRTARERSSZBEEAOZE - MEAFPEREEARZRTEUREAERELY  AFRERENAMAERER
WMSCER ; ANEHNEREEREASHITZENEURRKAFEERERFHRITHEER -

To ensure data security, all users must login to bastion host before they can login to any decision-supporting platforms of the
State Tax Administration of Taxation. Trail of commands would be recorded after login. Security check on the database
operation log is performed regularly, any unusual operation can be identified.

HEFRRFERERE

China complied with the minimum standard.

15

Introduce administrative measures emphasizing confidentiality
to tax officials.

Appoint data protection/privacy officers at senior level and
local tax offices.

AERFR2AARNSTURNPIIRRBLEEARINE Z— - 2FURASRHRS THORERKFARBRIR
o B—HE, EEEFE/NEHEBAT  BHSNRNIREANTA - NANSABRRE - HINRBEIARR
SURB LI -

Confidentiality is included across the broad trainings offered in the tax administration system to enhance the knowledge and
awareness of confidentiality of tax officials at all levels. Besides, Article 8 of the Law of Tax Administration and Collection of
the People's Republic of China stipulates that the tax authorities shall keep information of the taxpayers and withholding
agents confidential. There are designed personnel in the tax authorities responsible for confidentiality.

FERRFERIETERRESE -

China complied with the minimum standard and adopted the best practice.

16

Where pre/populated returns are used, these should be sent
to taxpayers to correct errors.

ZFHBFRFBYN MO BRERPUSNAZENEIEIVATIENS - ARATHERZAHTELE - FERER
-3

Provincial electronic tax filing systems can pre-fill and pre-load those information that tax authorities have in part of the tax
return froms. Taxpayers can make correction afterwards.

China complied with the minimum standard.

17

If a breach of confidentiality occurs, investigate fully with an
appropriate level of seniority by independent persons (e.g.
judges).

EBRBRAN - WREXEBREYS  REFSEEHNBRURFIERNFINEE - AERAREEEINHEL -
If there is breach of confidential information within the tax administration system, relevant organization responsible for
confidentiality management will conduct investigation with reference to the level of confidentially involved and severity of
the breach.

HEFRRFERERE

China complied with the minimum standard.




Introduce an offence for tax officials covering up unauthorised

(PEARXMERBREWEIRE) BENTLRAE - RERBRAEMEARTA - NS A - REARTH - WE
EATHNEIEARMEMEEREAR  HAESUSEAREUMEATITEALS -
Article 87 of the Law of Tax Administration and Collection of the People's Republic of China stipulates that the in-charge
personel and other directly responsible personel who fails to keep the information of taxpayers, withholding agents and
whistleblowers confidential in accordance with the provisions of this law shall be given administrative sanctions by the entity
to which he/she belongs or by the entity concerned according to the law.

18 h O ; RNEFETRHBEFR  BSRAARERE-ECEARBRMETEBTLTA - RERSH2ANSTHNRERIR -
disclosure of confidential information. e
I ZIRE e & -
As a deterrent, it is required in the tax administration system to disclose the breach of confidential information as violation
of the code of conduct under certain circumstances, to enhance awareness of confidentiality of the tax officials in all
circumstances.
BFEERFERETE -
China complied with the minimum standard.
(PEARAFMERBERERE) EN\RAE - BBNRARILHEEARRA - NAXSAWERRE - FN\+Lx
ME - REBEEMEANRA ~ HIAXBA - REARBH - WEERATNEIEARIMEMERTEAR - AFRE
BAISERAR
BARAATITHRAD »
X . - Article 8 of the Law of Tax Administration and Collection of the People's Republic of China stipulates that tax authorities shall
Exceptions to the general rule of confidentiality should be . . . . ) . N . B . N
19 " ) X keep the information of all taxpayers and withholding agents confidential. Article 87 stipulates that if any information
explicitly stated in the law, narrowly drafted and interpreted. . . . . . . . . -
relating to a taxpayer, withholding agent or informant is not kept confidential in accordance with the provisions of the Law,
the immediate person-in-charge and other immediate personnels shall be penalized by their authority or other relevant
authorities.
FEFRHERIETE -
China complied with the minimum standard.
(ARBBLDB/ATORARASHRREELERL TN EANELN) (EBK (2008]93
If "naming and shaming" is employed, ensure adequate B) FHE  WRER - ER - A% - FIHIBERESEHNATRARIEEK - HSNR—BAXNTAERRE -
20 safeguards (e.g. judicial authorisation after proceedings According to Interim Administrative Measures of Tax Confidential Information of Taxpayers (Issued by the SAT, Guo Shui Fa
involving the taxpayer). [2008] No0.93), unless requested by a Court, a Procuratorate, a Public Security authority, or an National Audit Department, tax
authorities shall not disclose the tax information of the taxpayers.
FEFRFERIETE -
China complied with the minimum standard.
(ERBSL2BATHR<ARASHRREERERLDTHE-MES) (EH A (2008]93
Parli " ision of thorities should 5) FANE - BER - KR A% FHERESENARABERK - RISNR—HARRAERRE -
No discl ¢ confidential t i tion ¢ X ar llam.endary st;pertwsflf(?n.ol revz_nuitau orfl.(;es ts T: According to Interim Administrative Measures of Tax Confidential Information of Taxpayers (Issued by the SAT, Guo Shui Fa
21 O_ ISC osure of con _I er? al taxpayer in orrr_wf lon to mvs) ve. incepen ejn_ officia .s,. subject to contidentiality [2008] N0.93), unless requested by a Court, a Procuratorate, a Public Security authority, or an National Audit Department, tax
politicians, or where it might be used for political purposes. obligations, examining specific taxpayer data, and then . . . .
ting to Parli ¢ authorities shall not disclose the tax information of the taxpayers.
reporting to Fariament. HEER A RETENBESRE -
China complied with the minimum standard and adopted the best practice.
“eed°_mf°f '”f‘t’,“ma‘k'f" fﬁ's'at'l‘;”Hmay allow a xpayerto (BFRHBSRBEATOEMBASHEDEBEBE TN A-0EM) (E5S (200893
T e e et 2) HME Bk RER - A% FRESENNRABEER - BSNA—BIHRAERRE -
2 lnforma :jorj yl _Ifr p.ardles § ;u ct ?bsu jlec olsdrlng;nt th According to Interim Administrative Measures of Tax Confidential Information of Taxpayers (Issued by the SAT, Guo Shui Fa
sa eg“?' s on_y ! _an Incependen ) ribuna _conc udes that the [2008] No0.93), unless requested by a Court, a Procuratorate, a Public Security authority, or an National Audit Department, tax
public interest in disclosure outweighs the right of - . R .
fidentialit donly aft heari here the t authorities shall not disclose the tax information of the taxpayers.
::]on identia |:/, a.r: tonby ah ers earing where the taxpayer HEER G RERE -
as an opportunity to be heard. China complied with the minimum standard.
RERAAFRARENERARE, ELETERTRE.
23 If published, tax rulings should be anonymised and details that |Anonymise all tax judgments and remove details that might B LR MR A &TE =

might identify the taxpayer removed.

identify the taxpayer

Not applicable to China because China does not have the mechanism to publish tax rulings.




Privilege from disclosure should apply to all tax advisors (not
just lawers) who supply similar advice to lawyers. Information

HERDE - SWWDEBBRRAE -
WHRFMOWSHNERIRAEIIHE -

24 Legal professional privilege should apply to tax advice. o} - " . e "
galp P 8 PPy imparted in circumstances of confidentiality may be privileged Relevant requirements are available in the Laws on Attorneys and Certified Public Accountants.
from disclosure. There are no specific requirements for tax advisors.
. ) ) ) FEBRLTHEXAE -
Where tax authorities enter premises which may contain
25 privileged material, arrangements should be made (e.g. an o}

independent lawyer) to protect that privilege.

China has no specific rules on this.

Minimum standard

Audits should respect the following principles: (i)
Proportionality. (2) Ne bis in idem (prohibition of double
jeopardy). (3) Audi alteram partem (right to be heard before

4. Normal audits

Best practice

Shift
Towards

Summary of relevant facts in 2018

BRI (ERBFEZEATE—DABMBOARBHIETENBEL) (HEA (2017)1075) M (BRBIL/BARATR
EH-SEHNRSRELFERETHENEN) (R2K (2018)1745) , BINAMEHE - ITRD W R
BITHL - WBRATARIE - 48E620174F, EGEHD -

According to SAT Announcement of Regulating and Improving Tax Enforcement (Shui Zong Fa [2017] No. 107) and SAT
Announcement of Implementing Certain Measures on Further Supporting and Serving the Development of Private Economy
(Shui Zong Fa [2018] No. 174), tax authorities shall standardize law enforcement and effectively reduce the disturbance to
enterprises and the burden on taxpayers. Compared with 2017, the tax bureau has made progress in this regard.

RIE (ERBFEZERATE DML MBOARBHUETFENBEL) (BS2% (2017107

% any decision is taken). (4) Nemo tenetur se detegere (principle ® B) MHE - MBNABEBFIATIMAN - e - BEATAGRE  S2HERRE - AeHEN - BIENEEE
against self/incrimination). Tax notices issued in violation of HIPNHEAGENE - KEBRTESRETRE -
these principles should be null and void.
According to SAT Announcement of Regulating and Improving Tax Enforcement (Shui Zong Fa [2017] No. 107), tax authorities
shall clarify their duty and enforcement applicable range, standardise the enforcement protocol, alleviate the burden of
taxpayers, improve enforcement procedures, standardize the discretionary power, strengthen enforcement supervision, and
protect lawful rights and interests of the taxpayers.
FEFRFERIETE -
China complied with the minimum standard.
RIE (BRBSEBATH —SABMBOARBBETENBE) (HS& (2017107
5) EZRE () IAE - WHEPHESETRELZH - i—88 - RUESHEPHEES - HIT—R#HF - 5
— 3L - BARH= -
In application of proportionality, tax authorities may only BEERRFERIETE -
27 request for information that is strictly needed, not otherwise ®

available, and must impose least burdensome impact on
taxpayers.

According to Article 2(1) of the SAT Announcement on Regulating and Improving Tax Enforcement (Shui Zong Fa [2017] No.
107), tax authorities shall plan and unify their administrations on tax enforcements for the same targets, shall take the effort
to jointly conduct tax enforcement and administration through a single visit and shall share outcomes.

China complied with the minimum standard.




In application of ne bis in idem the taxpayer should only

RIE (EHBSESHENBEXESR) (HSA (2015]1045) EZRE (H) THE -3
FHNERMBIHENRSEENR - FIARBIHMEEE -
HERRHERESE -

According to Article 2(5) of the Implementation Measures for Promoting Random Check of Tax Audits (Shui Zong Fa [2015]

28 . K .
receive one audit per taxablenperlod, except when facts that No. 104), any tax audit targets has been randomly selected within the past 3 years shall not be included in the random
become known after the audit was completed. R
sampling pool.
China adopted the best practice.
BRI (BSESTENR) (EBAR (2009]157
5) FO+—FNE  BELERA - HBARTUFRANBBEEEZMNRIBEBENRENSR | HVEN - IUEHKS
WeRE (RBBIEMNT) - EREERBADERE  HFREBSAREN ; WEWROLHBEN - BARMNAE
FER  AUBAEE - FAT—FAE - PIRENRHEMBHUBAFLERSTHATN - @ERE (HB1T
BAATISMEMB) - SHMEMKEZEMRM - i RERITERNF) -
In application of audi alteram partem , taxpayers should have EEERFERIERE -
the right to attend all relevant meetings with tax authorities
29 (assisted by advisors), the right to provide factual information, According to Article 41 of the Operating Procedures for Tax Audits (Guo Shui Fa [2009] No. 157), before the completion of a
and to present their views before decisions of the tax tax audit, the tax inspectors may notify the taxpayer under the tax audit of the identified violation facts with supporting
authorities become final. evidence; where necessary, the tax inspectors may issue a Notice of Tax Matters to the taxpayer requiring the taxpayer to
provide written explanation and relevant supporting documents within a specified timeline; if the taxpayer makes an oral
explanation, the tax inspectors may take notes which shall be signed by the taxpayer. According to Article 51, if a penalties is
to be imposed to the taxpayer or any other involved parties, a Notice of Tax Administrative Penalty shall be delivered to
inform the taxpayer the right to state their views, to defend and to request a hearing according to law .
China complied with the minimum standard.
BIE (EEE) FETAFIE - HHRA - HEXSADAEZIHRINAEEETHORINE - OEZRBRER - 2
HEXAER  FSEL - B -
FEBRRFHERETE -
30 In application of nemo tenetur, the right to remain silent According to Article 56 of Law of Tax Administration and Collection of the People's Republic of China, a taxpayer or
should be respected in all tax audits. withholding agent must accept the tax audit conducted by the tax authorities, report the actual circumstances and provide
relevant information, and shall not refuse to cooperate or conceal any facts.
China is to comply with the minimum standard.
(BRBEELEARE) (EBAKR (2009157 8) HEFERFEREREK -
31 Tax audits should follow a pattern that is set out in publised hER ( ] = i ahd
idelines.
guidelines Please refer to the Operating Protocols for Tax Audits (Guo Shui Fa [2009] No. 157). China adopted the best practice.
L ' ) (FRBEELEMRE) (EFK (2009]157 §) HEFERFERESE -
12 A manual of good practice in tax audits should be established
at the global level. Please refer to the Operating Procedures for Tax Audits (Guo Shui Fa [2009] No. 157). China adopted the best practice.
FEBRMEARAZKRSNARSHIHHERER -
33 Taxpayers should be entitled to request the start of a tax audit

(to obtain finality).

Currently China tax authorities have not been requested by the taxpayers for a tax audit.




34

Where tax authorities have resolved to start an audit, they
should inform the taxpayer

Where tax authorities have resolved to start an audit, they
should hold an initial meeting with the taxpayer in which they
spell out the aims and procedure, together with timescale and
targets. They should then disclose any additional evidence in
their possession to the taxpayer.

BIE (EERE) FETAFHE  #HOREN - NYERRSEUBENHSOEBND ;| RIE (HSEELEARE
) (E#HA (2009]157

B) B ZEAE  NEA - NAENRENRMENE - REEENARNS - BREBNESRENRS -
According to Article 59 of the Law on Tax Administration and Collection, relevant tax audit permit and tax audit notice should
be shown during inspection; according to Article 22 of the Operating Protocols for Tax Audits (GuoShuiFa [2009] No. 157),
prior to the commencement of a tax audit , taxpayers subject to inspection should be informed of the estimated timing and
information required for the audit, except for situations where an advance notification would compromise the audit.

35

Taxpayers should be informed of information gathering from
third parties.

RIE (BUBOEET R HERE) BB LE & 24

B6) EE+HEE (Z) THE  TEENEBEREBEARNEARSEHELATRNASL - REZIME=ER
. FEAEBEL T IUSMABA -

BFEERFERETE -

According to Article 30(2) of the Administrative Measures for the Reporting of Tax Violations (SAT Order No. 24), it is strictly
prohibited to disclose situations of reported case to the person being reported or any other irrelevant person. Third-party
information other than this can be disclosed to taxpayers under circumstances that are in compliance with regulations.

China complied with the minimum standard.

36

Reasonable time limits should be fixed for the conduct of
audits.

RIE (BRSEELIENE) (EFAR (2009]157 8) EZ+ZFEMHANE - BN LB MRS 2 HIE 60
BRSER, BEEKNENEN  NUZLEEFF/EME - EEBAFERESRE -

According to Article 22(4) of the Operating Procedures for Tax Audit (GuoShuiFa [2009] No.157), an tax audit should be
completed within 60 days from the starting date. Extension has to be approved by the Commissioner of the Tax Audit
Department.

China adopted the best practice.

37

Technical assistance (including representation) should be
available at all stages of the audit by experts selected by the
taxpayer.

FEAXFERLRD -

Relatively not common in China.

38

The completion of a tax audit should be accurately reflected in
a document, notified in its full text to the taxpayer.

The drafting of the final audit report should involve
participation by the taxpayer, with the opportunity to correct
inaccuracies of facts and to express the taxpayer's view.

RIE (BSEETEAE) (EBR (2009]157

5) BE+TZHENTE  WHENRAEEMSHRAB AWK - PR - FEARNANENT - REAE
o MHBACKERM - PRARN - SEARNHGIE (BRRPRER) - NKICR - BRERA - BRASE - RIE
(BBEELHENR) BATNRAE - FETENAFE (BSEEFERE) - HPUASERENRAEH M
BT UE AR - BAHER -

FEFRFERIETENRESE -

According to Article 52 of the Operating Protocol for Tax Audit (GuoShuiFa [2009] No.157), inspectors should treat the
statements and pleadings of the respondents or other correspondents seriously and make their judgement accordingly.
Inspectors should make a Written Transcript of Statements and Defence to record the respondents’ statements and
pleadings truthfully, and arrange them to be signed by the respondents. According to Article 54 of the Operating Protocol for
Tax Audit, a Tax Audit Report should be prepared after the audit to include the statements and pleadings of the respondents
and other correspondents.

China complied with the minimum standard and adopted the best practice.

39

Following an audit, a report should be prepared even if the
audit does not result in additional tax or refund.

RIE (BSEETEAE) (ERKR (2009]157
5) FEEHEEE (W) THE  ARRBBRBIEATAN - i (RSEELEL) - REBREERERK -

According to Article 55(4) of the Operating Protocol for Tax Audit (GuoShuiFa [2009] No. 157), a report on Conclusion of the
Tax Audit should be made if there is no tax violation identified. China adopted the best practice.

‘ 5. More intensive audits




Minimum standard

Best practice

More intensive audits should be limited to the extent strictly

Shift
L\VEN

Shift
Towards

Summary of relevant facts in 2018

BIE (BRBS2BEDATRATHFTEEARRAFELERTHERLERNEN) (HEBHK (2018]1355) hEH

BB MNEEBKATFHERELGEEWVSIAEFARZNRBREW”, MHHTERASEMRE DR ARIGER

MREO”, WEIKRENEESEFEZEEVETIRNT  BREASHAALEEZNRSEECE - Ay AHTEY

K. RN - BEAREREARARBMARS - FRHBLPEEFRETEKSS  FAEFRREFETF AN

"HIiER, ERENRERRERTS  IRERGFR - BERIRER - N WER B WHTRETE - MBtb20174
mgHY -

According to the SAT Announcement of Two Years of Special Actions to Fight Against Tax Fraud (Shui Zong Fa [2018] No.

40 ¢ fecti tion ¢ i e} @ 135), the SAT Commisioner Wang Jun emphasized that tax authorities shall focus on fighting against the "two types of
necessary to ensure an eflective reaction to non-compliance. fraud": one is fake enterprises with no substantial business that are set up only for issuing false invoices and the other is fake
exports for defrauding export tax refunds. Any determination of illegal activities shall be strictly based on illegal facts.
Further, tax bureaus shall provide high-quality service for taxpayers in good faith in accordance with laws and precisely
extracting case resources by using information technologies.
Compared with 2017, tax bureaus have made progress in this regard.
BEERFERERXE
China adopted the best practice.
If there is point in an audit when it becomes foreseeable that
the taxpayer may be liable for a penalty or criminal charge, N .
I ME
41 from that time the taxpayer should have stronger protection O O REBMRHEER
of his right to S|Ienc'e, and stat}ements from the taxpayer China has no specific rules on this.
should not be used in the audit procedure.
BSE ER WS - TEENE T EFNER - ARZLT T ENERIRN - RSB DRERANR
ANEBRRGHINA -
2 Entering premises or interception of communications should o o The Law of Tax Administration and Collection stipulates the procedures and requirements for tax authorities to examine the
be authorised by the judiciary. premises and no authorization from the judiciary is required. The tax authority does not have the power to enter into the
communication system of the taxpayers.
EF SR AR -
Authorisation within the revenue authorities should only be in HEBFA IR
43 judici O O
cases of urgenf:\./, arfd subsequently reported to the judiciary The Chinese tax authorise exercise no power on this.
for ex post ratification.
Where tax authorities intend to search the taxpayer's
. § . . .. |premises, the taxpayer should be informed and have an EEBSBITRBENNS -
Inspection of the taxpayer's home should require authorisation i o ) )
44 by the judiciary and only be given in exceptional cases opportunity to appear before the judicial authority, subject to O O
v ) v voes P : exception where there is evidence of danger that documents The Chinese tax authorise exercise no power on this.
will be removed or destroyed.
BIE (EEE) FETEEE (X)) THE - BSNABNEANEEF - LENAHRA - HPXSAERTHE
Hits ERHMNERIKS ; IUSWRESRARNBEEER -
FE BRI RN -
45 Actc:ssAtotl?ank information should require judicial @] @] According to Article 54(6) of the Law on Tax Administration and Collection, tax authorities have the power to inquire about
authorisation. the deposit accounts in banks or other financial institutions of the taxpayers and withholding agents; and have the authority
to inquire about the saving deposits of the suspects.
Authorization from the judiciary is not required.
t&uthorisation by the judiciary shoulld bfe necessary f?r ) HERSDITEBANNS -
% interception of telephone communications and monitoring of o o

internet access. Specialised offices within the judiciary should
be established to supervise these actions.

The Chinese tax authorise exercise no power on this.




Seizure of documents should be subject to a requirement to
give reasons why seizure is indispensable, and to fix the time

RIE (EEESSIEAN) BENTAFKAE - MENKRELEERFIEARA - NAXSALAIS T FERNIKE -
EREIE - REMEMBERBRBFEARSNANE - BRUAFIEL - HE3

MARTERE  BFHRERT - HEKE - BREE  RENEMERZRBEERSE - BLAE 30

BREE - FERESARIIEIEN -

According to Article 86 of the Detailed Implementation Rules of the Law on Tax Administration and Collection, subject to
prescribed approval, tax authorities may bring the following documents related to prior accounting years for on-desk

47 ) ! I o o ; : . : ! . '
when documents will be returned; seizure should be limited in inspection: the books of accounts, bookkeeping vouchers, reports and other related information documented in a clear list to
time. the tax office and must be returned back to the taxpayer within 3 months; in special circumstances, may retain current year

books of accounts, journal evidence, reports and other relevant materials for inspection, but such documents must be
returned to the taxpayer within 30 days.
China adopted the minimum practice.
; HNEFKE  REZEZNHARABFIKT - REKEHARARE - FERERXE -
If data are held on a computer hard drive, then a backup . X s . . . -
| 3 For electronic books and records, China tax authorities make a copy for information collection and leave the original books
48 should be made in the presence of the taxpayer's advisors and O O N . .
. . and records with the taxpayers. China adopted the best practice.
the original left with the taxpayer.
EERSEITIRABEMRS -
49 Where invasive techniques are applied, they should be limited o) o)

in time to avoid disproportionate impact on taxpayers.

The Chinese tax authorise exercise no power on this.

Minimum standard

6. Review and appeals

Best practice

E-filing of requests for internal review to ensure the effective

Shift
Away

Shift
Towards

Summary of relevant facts in 2018

A LGB PEAE F AR REEW - KiE :
HEE R ERIETE -

(PEARANMEITHEVALNRA) $B+)\%

50 N . @] @] According to Article 18 of the Implementation Rules of the Administrative Appeal of the People's Republic of China, an
and speedy handling of the review process. . . . .

appeal can be made in writing or in electronic form.
China adopted the best practice.
M ERESWN - DAFMBRSNRNATUREHN N EBRGR RSN A ERBANAER - REYTLUOE
BRIETHREW ; NTHEWAEARKN - IUKEDARERERF - &iE | (PEAREMEHRBEWERE) EN
+\%&
FERRFHERETE -

51 The right to appeal should not depend upon prior exhaustion o o

of administrative reviews. According to Article 88 of the Law on Tax Administration and Collection of the Peoples Republic of China, under a tax

dispute, tax payment and surcharges or guarantee must first be made in accordance with the determination of the tax
authorities before an administrative appeal is applied for. Taxpayer can appeal to the People's Court if he or she does not
agree with the determination of the administrative appeal.
China is to comply with the minimum standard.
BREZERTEHITAZHEATHRNREDTHENXNEFE © KHE | (FPREARFKMETEEMNZR) #/L5%K ; THEX
HXNYBEZEPIEZ Ao A NIEHITREWARE - BRESR - FEEMERRAFHTHREWREN - £THE
WHMRATARE - JPUSHIER - HEMBIBEAMWPIBA ; BREMASEI308,
&RIE - HSTHEWHN (2018FBE) FN+=%
FEFERESE -
According to Article 9 of Law of Administrative Appeal of the People's Republic of China, an application for administrative

52 Reviews and appeals should not exceed two years. O 0]

appeal should be made within 60 days upon the date of knowledge of specific administrative act.According to Article 83 of
Tax Administrative Review (2018 revised),administrative review authorities shall make a decision within 60 days from the
date of accepting the administrative review application. However, under complicated circumstances, an extension of up to
30 days can be granted with the approval of the person in charge of the administrative review authority. Both of the
applicant and the respondent shall be informed of the extension.

China adopted the best practice.




Audi alteram partem should apply in administrative reviews

RN ERBHEEENNE - BERBEARBEBRIEBTHEVNDNABLEN - MUITEBIEA - WPIEAMSE
ZAMEN  ATREBRARMARZBETHIER - &I : (RBTHREWAMN) HA+HFK
HEFRHERENE -

According to Article 64 of Rules on Tax Appeal, in principle, a written review would be adopted. However, if an applicant

53
and judicial appeals. requests or the administrative appealdepartment considers it as necessary, the administrative review department shall listen
to the opinions from the applicant, the respondent and the third party, and may investigate the facts with the relevant
organizations and personnel.
China complied with the minimum standard.
i ERESWE - DIAFMBRSNROATUREHN N ERGRRROBHE A ERBENAIER - RETLUOE
BIETHEWN ; NTHEWAEARK - IUREDARERER - &iF 1 (PEARZMEHRBERERE) HN
+\%
BEEERFHARETE -
Where tax must be paid in whole or in part before and appeal,
54 there must be an effective mechanism for providing interim An appeal should not require prior payment of tax in all cases. According to Article 88 of the Law on Tax Administration and Collection of the Peoples Republic of China, under a tax
suspension of payment. dispute, tax payment and surcharges or guarantee must first be made in accordance with the determination of the tax
authorities before an administrative appeal. Taxpayer can appeal to the People's Court if he or she does not agree with the
determination of the administrative appeal.
China is to comply with the minimum standard.
A BRKIFAFE - WHBARENENADE - &iE | (PEARANBTBOFRNE) F—AF=REEER
FRARESE -
55 The state should bear some or all of the costs of an appeal, According to Article 103 of the Law of Administrative Litigation of the People’s Republic of China, litigation costs should be
whatever the outcome. borne by the losing party, or both parties if they are both held responsible.
China has not adopted the best practice
WHRERMNAR - IURGEREE - RIBESTEERRS - KB . OFREBDFRM)
HEMEFERIERE
56 Legal assistance should be provided for those taxpayers who
cannot afford it. According to the Legal Aid Ordinance, qualified citizens are eligible for legal advice and intermediary services free of charge.
China complied with the minimum standard.
ARZERAFEETHES - B RERWE - PARBMERSENENRS - S RBUMBNEYE - BEAPIE
FAFEER - AUAAFHEE - iR . (PEARAMBTBORNE) SRR
HEMEFERIERE
57 Taxpayers should have the right to request the exclusion of the According to Article 54 of the Law of Administrative Litigation of the People's Republic of China, hearings at the People's
public from a tax appeal hearing. court are open to the public, unless State secrets, personal privacy are involved or set by the law otherwise. Cases involving
trade secret can be made non-public if the party applies as such.
China complied with the minimum standard.
S—EPEXHHANMLERS « &IE . (ESARZRATEEREMRAHEHAXBHMNE)
HEMEFERERE -
58 Tax judgments should be published. According to the Supreme People's Court’s Rules on Publication of Court Judgments on the Internet, tax judgments should be

uniformly published on the website for documents of Court Judgements.

China complied with the minimum standard.




7. Criminal and administrative sanctions

Shift Shift

Summary of relevant facts in 2018
Away Towards Y

Minimum standard Best practice

BiE (BRBSEBATH-SHERBBEREEXBRLENEN) (H2& (2017]30
5) E—RE (D) TME  RUWBEERW - XERSTHRATNEGSEESEEENFR - BT - 25 AR
. EMHHERE - UESE -

g |Proportionality and ne bis in idem should apply to tax o o BEMEFESRIETE -
penalties. According to Article 1(2) of SAT Notice on Further Improving Work on Investigating Violation Cases (Shui Zong Fa No. 30

[2017]), the violation approaches, details, involved amount, if it's a first time of violation, taxpayer's intentions, and its
cooperative attitude shall all be taken into account when imposing punishment on enterprises with tax violations.
China complied with the minimum standard.
RIE (FIiE) FZEF—KFEFAE - HRARIRE - REFEFRATEBRMNHRBRAERRR - BBHNTR
HERAFHESNHRGED 2 TULER - ERSNARMOETBRBEBARE - MINABR - HPHNE - BRTH
ASIH - AFERMERME -
HEMEF S RERXE -

60 Where administrative and criminal sanctions may both apply, o o

only one procedure and one sanction should be applied. According to Article 201(4) of the Criminal Law, if a taxpayer takes a false tax declaration or fails to make declaration and the

amount of tax evasion is large and accounts for more than 10% of the tax payable, upon a notice of correction issued by in-
charge tax authorities received, the taxpayer shall pay for the tax payable and surcharges. Those that have already been
subject to related administrative penalties, will not be held criminally responsible.

China adopted the best practice.

BiE (BRBS2BATH-THREFHRUIEERGELBRIFREM) (RISK (2017]30

5 E—RE () THE  NEBENHMENEL - SMEEEEY - BRIELE - SISWENEHT - WEn - Wth
IR HHHAE - NERERBSNRBARBIBETABUINRAYN - RENE - BERSITERAT - WElE
ETARM - BED - RENMGHRR - GHg  RESRBERRN - MERTHRSTEAT -
FEBEFEESE -

Article 1(3) of SAT Notice on Further Improving Work on Investigating Violation Cases (Shui Zong Fa No. [2017] 30)

61 Voluntary disclosure should lead to reduction of penalties. o o encourages enterprises under random inspections to perform self- examination and self-correction for outstanding tax
issues. Enterprise which has taken the initiative to pay any underpaid taxes and surcharges, or cooperate with the tax
authorities during the investigation shall be deal with leniently. For non-substantial tax violations, enterprise which has taken
the initiative to pay any underpaid taxes and surcharges without creating any harmful consequences, shall not be subject to
tax administrative penalties.

China adopted the best practice.

R (ARBIZL/BATE-SHEFRUEERGELARTENEM) (HEKR (2017)30
) AE  RINARBERBEGNARH ST KLE - ERBLAEARUIEEITA - ITHEI =N - %N
o BPARN SIRER - BEAR - ROKERFJESREFR - BREREIRMLSURNBENS— -

62 Sanctions should not be increased simply to encourage o o BEMENARETLE -
taxpayers to make voluntary disclosures. According to SAT Notice on Further Improving Work on Investigating Violation Cases (ShuiZong Fa No. [2017] 30) , tax

authorities shall categorize tax violation cases and implement different approaches respectively; shall focus on investigating
significant tax violations and ensure fairness and reasonableness with solid legal basis fully exhibit the effect of tax audit
while to ensuring that the legal and social effects are consistent.

China complied with the minimum standard.

‘ 8. Enforcement of taxes




63

Minimum standard

Collection of taxes should never deprive taxpayers of their
minimum necessary for living.

Best practice

Shift
L\VEN

Shift
Towards

Summary of relevant facts in 2018

"R E RN+ ZEAE | MSNARIBWRREBEFBERTERSDARBEENRIVEERF - A58
. IRARADNAREMFEARBERSEELNTHNEENAS -

BURAE B R THEANAE | PAREMKFARBESLEELDFNEENAR - HBTARN L4 5000
TLUTHEMAEFRAS, FRIBKRLEEFERSNTES"

FEBERHERIETE -

According to the Article 42 of Law on Tax Administration and Collection of the People's Republic of China, tax authorities to
take tax preservation measures and enforcement measures shall be subject to applicable legal authority range and legal
procedures, and shall not seize the taxpayer and their dependent family’s housing and daily necessities.

As stipulated in the Detailed Implementation Rules of the Law on Tax Administration and Collection, taxpayer and their
dependent family’s housing and daily necessities with single item’s price below RMB5,000 shall not be subject to tax
preservation.

China complied with the minimum standard.

64

Authorisation by the judiciary should be required before
seizing assets or bank accounts

"B STNARTEI PR EUNERARAM T RITERRRBMAEEZANENER - ABREDENEE RN -
BRGNS A 38 &, F 405, "

Authorization from the Judicial Department is not required for tax authorities to seize and freeze , taxpayers’ property or
bank deposits. These are regulated under the Law of Tax Administration and Collection.

For details, please refer to Article 38 and Article 40 of the Law on Tax Administration and Collection of the People's Republic
of China.

65

Taxpayers should have the right to request delayed payment of
arrears.

"I A BB EE LR GBI - AR ST ARRISERYNF DR EES 31 &, "
HEFRRHERETE -

Taxpayers may apply for postponement if they have difficulty in paying taxes on time.
For details, please refer to Article 31 of the Law on Tax Administration and Collection of the People's Republic of China.

China complied with the minimum standard.

66

Bankruptcy of taxpayers should be avoided, by partial
remission of the debt or structured plans for deferred
payment.

"WIRARBRAREEE RN AGN - MO SN RBBELERHNFDRBIEEES 31 &, "
BEEEBERARAZTEE - AARABBOE - FHERERXE -
Taxpayers may apply to the tax authorities for postponement if they have difficulty in paying taxes on time.

For details, please refer to Article 31 of the Law on Tax Administration and Collection of the People's Republic of China.

China does not have rules on tax deduction for taxpayers in financial difficulties.

67

Temporary suspension of tax enforcement should follow
natural disasters.

BEMRERRAREN - SEFHYRZRIMKARAL—RHERBRAR - ERYBGHR - R ESBEENTE
HERRHERETE -

In case of natural disasters such as earthquakes, the SAT will issue a policy on extending
the deadlines for tax reporting and payment etc.

China complied with the minimum standard.

Minimum standard

9. Cross-border procedures

Best practice

Shift
Away

Shift
Towards

Summary of relevant facts in 2018




The requesting state should notify the taxpayer of cross-
border requests for information, unless it has specific grounds
for considering that this would prejudice the process of

The taxpayer should be informed that a cross-border request

EBTF 2006 F£HlE (BARRKBRIEIIEARE) ( EHiR[2006]70
B) . (M) FHERAE  BSNATLUTKEBRNBER - BROKENABTSHERAHTA - BRENE
RENS - HET AESHAREANBISMER -

In 2016, the STA developed the "The Protocol of Exchanging the International Tax Information" (Guo Shui Fa [2006] No. 70).

68 ) N )
|nv|est|gta;|on. The requ;sted Stitf sho:l]d mform;he t::xi)a\t/ﬁrt for information is to be made. Article 27 stipulates that the tax authorities may inform the relevant taxpayers of the purpose of collecting the information,
unless it has a reasone req'ues rom the requesting S_ ate tha the source and content of the information, and sets out the confidentiality obligations and exceptions that should not be
the taxpayer should not be informed on grounds that it would .

iudice the i tigati disclosed to the taxpayers.
prejudice the investigation. China complied with the minimum standard.
FHHXHE -
Where a cross-border request for information is made, the
69 requested state should also be asked to supply information No relevant regulations in China.
that assists the taxpayer. China has not complied with the best practice.
BENIIEZHRUWNEIINE T BHRFME -
70 Prow.5|_on5 should be |nclud.ed " tax.treatles setting specific All the tax agreements signed by China included these relevant provisions.
conditions for exchange of information. . .
China adopted the best practice.
EET 2006 FHIE (ERFKBERRBIEMR) (ERK[2006]70
F) . (AR) EANRAE  BRBRASERNERASHWTRNWEMARLE] -
71 If information is sought from third parties, judicial
authorisation should be necessary. According to article 29 of "The Protocol of Exchanging the International Tax Information" (Guo Shui Fa [2006] No. 70)
developed by STA in 2006, tax information should not be shared or disclosed to irrelevant persons or departments.
China complied with the minimum standard.
FHHXHE -
7 lhi;axpayer ihoulf I:e given access to information received No relevant regulations in China.
Y the requesting state. China has not complied with the best practice.
EHEXAE -
Information should not be supplied in response to a request
73 where the originating cause was the acquisition of stolen or No relevant regulations in China.
illegally obtained information. China has not complied with the best practice.
FEEXNIEZSHRBIDEIINE 7 ERFE -
74 A reguest!ng state should provide confirmation of All the tax agreements signed by China included these relevant provisions.
confidentiality to the requested state. X .
China adopted the best practice.
EET 2015 £ EHMBEAEFIFIRZIEEIKICIE ( Global Forum On Transparency and Exchange of Information for
Tax Purposes) #IERZEFNE B R LT ( Confidentiality and Data Safeguards
Assessment) , NEMBERARITM - HESINRTE - TEABEHN - FEENERBKE
A state should not be entitled to receive information if it is
75 unable to provide independent, verifiable evidence that it In 2015, China participated in the Confidentiality and Data Safeguards Assessment of the Global Forum On Transparency and

observes high standards of data protection.

Exchange of Information for Tax Purposes, wherein members carry out assessments upon each other. A jurisdiction who
does not pass the assessment cannot be selected as an information exchange partner.

China complied with the minimum standard.




For automatic exchange of financial information, the taxpayer

EBTF 2017 F 5
AZRAVED - ARRT - RiE2 ks - RESEKERT (EEREMKFAHRERRRBEERNE) - (B
&) EMENESRNMNLEKFIFE AR RBANBEEBITHNESWREMIRENS -

The Administrative Measures for the Due Diligence on Tax Information of Non-resident Financial Accounts was issued jointly

76 o . - ) o
:hOUId bF nthtﬂEd th th: pro.p::ed exchange in sufficient time by the SAT, the Ministry of Finance, the People's Bank of China, the China Banking Regulatory Commission, the China
0 exercise data protection rights. Securities Regulatory Commission and the China Insurance Regulatory Commission In May 2017. Article 4 of the Measures
stipulates that financial institutions shall fully explain to account holders about
the intuitions’ obligations of information collection and submission.
China adopted the best practice.
03ERMERKS2E2013FE56504E, AT TRERRNERENBRFHIEN ( FaINTIREREERIL )
RFEEBEPSHE 1ATT NI RIRIENTE - BT 2017 & 3 ARMERBIS2E2017 &5
65, HPEm+tE, FO+H/\E. EOTAFAZARABNEKRENBENBER -
77 Taxpayers should have a right to request initiation of mutual o In 2013, the STA issued Announcement [2013] No.56, in which standardized the implementation of commencement of
agreement procedure. mutual agreement procedure.
In order to implement the minimum standards of the BEPS 14 Action Plan, the STA issued Announcement [2017] No.6 In
March 2017, stipulating that taxpayers have the right to request for the commencement of mutual agreement procedure in
Article47, 48 and 49.
China adopted the best practice.
FFERBEPSEE 14TT AN RIERIEAR & - HET 2017 £ 3 B RHERKSEB2017 £F 6
Sat, Hi, FRE+E. FE+HRE. FEATAFAEPRABNASELHEENBRES - HRENEFHH
BRIER.
Taxpayers should have a right to participate in mutual In order to implement the minimum standards of the BEPS 14 Action Plan, the STA issued Announcement [2017] No.6 In
78 agreement procedure by being heard and being informed as to o] March 2017, stipulating in Article50, 56 and56, that taxpayers have the right to participate in the commencement of mutual

progress of the procedure.

agreement procedure and be informed the status of the procedure.

China complied with the minimum standard.
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Minimum standard

Retrospective tax legislation should only be permitted in
limited circumstances which are spelt out in detail.

10. Legislation

Best practice

Retrospective tax legislation should ideally be banned
completely.

Shift
Towards

Summary of relevant facts in 2018

RIE (PEARKMEIDRE) BATZFRAE - XZE - THOEN - A HEA - BARAMBTRE - NELFSH
RBEE, BATEFMRPAR  AAMEMABRRFIFF @M IF LA RIMERI

FERRFERIETE -

According to Article 93 of The Legislation Law of the People's Republic of China, laws, administrative regulations, local
regulations, autonomous regulations and individual rules

and circulars shall not be retroactive, with exceptions for better protection of rights and

interests of citizens, legal persons and other organizations.

China complied with the minimum standard.




80

Public consultation should precede the making of tax policy
and tax law.

BIE (PEARKNMEIDRE) SEEEMBRNE - EZR - TBEM - AEBRTLET2AH - IBREL -
FEERFERESXE -

According to the laws and regulation such as The Legislation Law of the People's Republic of China, the proposal of laws,
administrative regulations and rules shall be published for public consultation.

China adopted the best practice.

Minimum standard

Taxpayers should be entitled to access all relevant legal

11. Revenue practice and guidance

Best practice

Shift
Away

Shift
Towards

Summary of relevant facts in 2018

PIRATUERAFREXRBARER - B IRRARSHHEANTEEEED - BEABATRARBUEMRR
NHURAE - 0 - 2015

F, BSWIIRAEKMNIEA - # "HE—RESEH - WBADRAEN W SH 43R0 058 T FANSB LR KA
NEBZIWSHERES - BEARBESER -

EEFERFARETLE -

81 material, comprising legislation, administrative regulations, e} e}
rulings, manuals and other guidance. Taxpayers can obtain relevant information through public channels. Tax authorities have been actively carrying out different
kinds of campaign to ensure that taxpayers understand relevant tax laws and procedures. For example, in 2015, tax
authorities apply internet technology e.g., through QR code scan on mobile devices - to allow taxpayer to obtain real time
information on relevant documentation requirements and general administrative procedures, etc.
China complied with the minimum standard.
BSENARSMELED - BARAEREEAIR -
Where legal material is available primarily on the internet, EERRFERIETE -
82 arrangements should be made to provide it to those who do O O Tax authorities have launched various communication campaigns to deliver tax knowledge to taxpayers.
not have access to the internet. China complied with the minimum standard.
"l RIBAEIMEIEERN - R (RREEXHRIEERNE) HIREBERMMBAR ANBRKABHE
% ARENRRANZRTHEN - 2B (HENR) BRDE - HNM T4
(ERBFZLSBOATATH-SAEHRBNEMERXTHNETIENEN) (HREK (2015)184 F)
(B g THEMR (517) ) (EBK (2012)145)
BEERFERETLE -
83 Binding rulings should only be published in an anonymised o o For private tax rulings which may be applied generally, a related general public rules applicable to all taxpayers shall be

form

issued separately in according with relevant tax legislation rules. For individual tax cases requiring official replying as private
rulings, the following related regulations shall be referred:

Notice of the General Office of the SAT on Further Regulating Official Replying for Individual Tax Cases (Shui Zong Ban Fa
[2015] No. 184)

Working Rules on Responses to Individual Tax Cases (Trial) (Guo Shui Fa [2012] No. 14) China complied with the minimum
standard.
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Where a taxpayer relies upon published guidance of a revenue
authority which subsequently proves to be inaccurate, changes
should apply only prospectively.

"REEEZERL+FAE : ARSNANTE - BEARA - HAXSAKESDEGHAE - RBSNRE=FRN
AUBERABA - HYXS AR - BEREMBOBNE -

BURAE B RTHEANAE « HBEBEBER T RAMRSNANTE - 2ERSNRERRBUERE - TBUENAS
HERETREE -

FEBAEAX T AMBRMKIESIBRETINAENER -

According to Article 52 of the Law on Tax Administration and Collection, taxpayers or withholding agents do not pay or
underpay tax due to the responsibility of tax authorities, the tax authorities can request taxpayers to pay back underpaid tax
for the past three years, without imposing penalty charges.

According to the Detailed Implementation Rules of the Law on Tax Administration and Collection, the responsibility of tax
authorities stipulated under Article 52 of the Law refers to circumstances where the tax authorities apply tax laws and
regulations inappropriately or the enforcement is in violation of the law.

China does not have specific rules to address the circumstances when taxpayers rely upon published tax guidance which are
proved to be inaccurate.

Minimum standard

Adoption of a charter or statement of taxpayers' rights should

12. Institutional framework for pr

Best practice

A separate statement of taxpayers' rights under audit should

Shift
Away

tecting taxpayer's rights

Shift
Towards

Summary of relevant facts in 2018

BBRET 2009 F5%H (ATHRANFISNEZHAE) - ARBABBERN RS -
(BSEETFAR) BRAERBMBBRS - HETEAT - RECERINTFETN N SNARAMEZEHRA] -
HERRHERETERRETE -

85 b - <andard b ided to t h dited o] o] The SAT released the Notice on Taxpayers’ Rights and Obligations in 2009 to set out the rights and responsibilities of
€ @ minimum standard. © providec to taxpayers who are audited. taxpayers. The Operating Protocols for Tax Audits set out clearly that the taxpayers shall be informed of their rights under
circumstances when tax is reserved, penalty is imposed or execution is enforced etc.
China complied with the minimum standard and adopted the best practice.
BSDBEMNRBRFARUMMANRRIPY - TNARLEARARF - RFARAZENG - REBRTERE
S -
A taxpayer advocate or ombudsman should be established to
SCrLItInI.Se the opferatlons of the tax alfthorlty, handle Spec',ﬂc . A Taxpayer Rights Protection Division has been established under Taxpayer Services Department of the SAT. The Division is
86 complaints, and intervene in appropriate cases. Best practice is o] o] ) . R .
) N . ) responsible for handling complaints from taxpayers and protect the legal rights of taxpayers.
the establishment of a separate office within the tax authority
but independent from normal operations of that authority. China adopted the best practice.
BAIEEAERERSNRIIRUIRFPARANGEWE] - KEBERGESRESZK -
Th isati | struct for th tecti f !
87 € organisational structure for the protection of taxpayers e} e} Currently there is a department available in local tax authorities to protect the rights of taxpayers.

rights should operate at local level as well as nationally.

China adopted the best practice.
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