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Commissioner's Message

The SAT Annual Report 2015 has now been released. With the primary purpose
to provide you with the panorama of the SAT performance and contemporary
achievements in 2015, this report incorporates first-hand information
concerning the SAT strategic plans, organizational structure, policy round-up,
revenue collection, service delivery, administration developments, technology
leverage and global collaboration. As the commissioner, I express my sincere
appreciation for your support and cooperation along our way to modernization.
Against the background of the economic "New Normal" in 2015, China has
achieved significant progress in addressing emerging challenges, revamping
its opening-up policies and balancing overall growth. Through this, China has
solidified its place among the world's top economies. The SAT has exerted
considerable efforts to these achievements by underpinning legislative and
administrative frameworks and collected tax revenue at 11.06 trillion RMB
(exclusive of export tax refund), which outperformed the previous year by
6.6%. Key achievements in 2015 include: 1) The Blueprint for Deepening the

Reform of Tax Collection and Administrative Systems of State and Local Tax
Administrations was announced with ground-breaking measures to overhaul
current tax regime. 2) To take its role in the international tax arena, the SAT has
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been deeply involved in G20's reform of international taxation and promoted the
revision of the norms of international taxation. Also, the Multilateral Convention

on Mutual Administrative Assistance in Tax Matters has been approved by
the Standing Committee of the National People's Congress. 3) Various work
programs have been either launched or updated in line with the Beijing-Tianjin-

Hebei Integration Plan, Yangtze River Economic Zone Development Plan
and the "Belt and Road" Initiative . Besides, new plans responding to national
initiatives for targeted taxpayer segments, such as small and micro businesses,
new entrepreneurs and new-tech innovations, were developed to transmit the
positive reform outcomes to all groups and in turn encourage their contribution to
the economy. 4) Business Tax to VAT reform has been further expanded, while
excise tax reform has been delivered proactively and resource tax collection has
been started on an ad valorem basis. 5) The "Spring Breeze" Plan to promote
high-quality service delivery has been implemented and further expanded.
6) New technology has been increasingly leveraged in tax administration. The

Golden Tax Project Phase III has been further implemented across 20 provinces
and a new VAT Invoice Processing System has made remarkable progress as
well. In addition, the "Internet + Tax" Action Plan sets out 20 strategic approaches
in 5 themes to provide better services in a smarter manner. 7) Supported by a
Performance Management System and e-Personnel, the SAT is empowered to
reallocate its workforce effectively and give better effect to its initiatives.
2016 is the starting year of China's 13th Five-Year Plan for National Economic
and Social Development. Chinese government is committed to pursuing
growth and development in a more effective, efficient, fair and sustainable
way by maintaining focus on long-term strategic goals with extensive reforms
and encouragement of mass entrepreneurship. With this in place, China will
reap the benefits of guaranteed fiscal revenues and positive outcomes of its
modernization process. In this new historical phase, the SAT, guided by the
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ideas of innovation, coordination, green development, openness and sharing,
will embark on a series of comprehensive reforms encompassing supply-side
improvement, legislative and administrative regime upgrade and innovative
service development. A new Smart-SAT, with the "Internet+Tax" Action Plan
implemented in tax collection, will stride forward towards tax modernization and
will support economic growth and prosperity in China.
In 2016, both the G20 Leaders' Summit and the 10th Plenary of the Forum on Tax
Administration (FTA) are being held in China. This provides us with a valuable
opportunity to play a full and active role in international cooperation initiatives, to
promote joint governance over taxation, to participate proactively in the postBEPS agenda, to crack down on international tax evasion, to take a zerotolerance stance against "grey profit", and to help developing and low-income
countries to improve their tax collection and administration capacity. Let us
join hands and share best practices, establishing a cooperative and win-win
relationship in international tax administration, and embrace a bright future as
partners in enhanced global cooperation!
I sincerely hope that the SAT Annual Report 2015 helps you to know more
about taxation in China. Once again, on behalf of the SAT, I express my sincere
gratitude for your ongoing support and assistance to China's tax development.

Wang  Jun
Commissioner, the SAT
March, 2016
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Development Strategy
— Reinvention to Tax Modernization by 2020
◇

Vision of Tax Modernization

◇

Strategic Plan—Six Systems

W

ith regard to the goal of Central Government, namely
comprehensively deepening reform and establishing a
modernized governance framework and capabilities, the SAT

has set its future strategic plan to reinvent "Six Systems". This focuses on
legislation, institution, service, administration, technology and personnel.
During 2015, the SAT responded proactively to the strategic plan and
has made significant progress in relation to the following: the rewrite
of the Tax Administration Law and other improvements to the legislative
framework have made progress; the Business Tax to VAT reform, and other
tax system reforms, have been pushed forward; policies in support of
national strategy plans, economic development plans and to better service
taxpayers have all been pushed forward; the administrative framework has
been improved by implementing The Blueprint for Deepening the Reform of
Collection and Administrative Systems of State and Local Tax Administrations ,

contemporary compliance risk analysis and investigation approaches
have been improved; tax information technology implementation has
made great breakthroughs with the new Golden Tax Project Phase III and
the VAT Invoice Processing System, and with the "Internet+Tax" Action
Plan; personnel management has been enriched by the Performance
Management System, the "E-Personnel" Pilot Program, the Elite Tax
Experts Program and the Anti-Corruption Plan.

State Administration of Taxation Annual Report 2015

Vision of Tax Modernization
Public confidence, trust in and respect for the tax authorities are assured, leading
to enhanced taxpayers' level of satisfaction and compliance.
Tax administration proves to be one of the pillars of the national governance
regime and capacity, while taxation is empowered with fundamental, supportive
and constructive functions in national governance.
China becomes a strongly influential player on the international tax stage, and
plays a significant role in guiding global tax governance into the future.

Strategic Plan—Six Systems

A
comprehensive
legislation
system

An efficient
organizational
structure
A stable and
powerful IT
system

Tax Modernization

A mature tax
institutional
system

A quality
taxpayer
service
system

A
technologydriven
administration
system

Figure 1 Strategic Plan of Tax Modernization
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A comprehensive legislation system
Place Chinese tax legislation more fully on a statutory basis, improve Chinese tax
law with strong effectiveness, greater standardization, openness and transparency,
enforcement consistency, good compliance, strong and effective tax administration
and monitoring, and ensure reliable and timely legal remedies are available.

A mature tax institutional system
With respect to the concept of "Green Revenue", the SAT is aimed at reinventing
a modernized tax regime with scientifically designed tax categories, optimized tax
structure, comprehensive tax legislation, just and fair regulation and highly efficient
tax collection and administration, thus bringing the taxation function into full play.

A quality taxpayer service system
The SAT should provide world-class service known for efficiency, costeffectiveness and standardization. The SAT should work to increase the sense of
gains and satisfaction from taxpayers, thereby minimizing compliance burden,
meeting taxpayers' expectation and supporting voluntary compliance. This is
achieved by emphasizing taxpayer-oriented concept, setting formal service
standards, cutting red tape, providing government-wide collaborative service on a
regular basis, improving honest tax payment system.

A technology-driven administration system
◆

A risk-oriented and taxpayer-segmented, updated administration framework
should be structured in line with tax regime reforms, the geographical
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allocation of revenue resources, technology innovations and local tax
administrations' resources.
◆

A new tax administrative framework targeted at natural persons should be
established.

◆

The SAT should step up in the digitalization and internationalization of tax
collection and administration to acquire powerful IT-based tax administration
capacity and judicial protection capacity.

◆

The SAT should act upon accurate risk control and management to deter noncompliance and crack down on tax crimes.

◆

The SAT is committed to reducing tax gap and raising compliance rate up to
the average level of mature market economies.

A stable and powerful IT system
After the completion of Golden Tax Project Phase III , the SAT will ensure
its digitalization in the post-phrase-III period under the guidance of the
"Internet+Tax" Action Plan. The SAT's highly stable and reliable tax
information system with core technologies covers all tax categories and
administrative procedures. By implementing the VAT Invoice Process System
comprehensively and establishing e-tax bureaus, the SAT is taking advantage
of big data analysis to further support service delivery, tax collection and
administration, and macro decision-making, thus giving strong support to
national governance.

10

Development Strategy

An efficient organizational structure
With a flat organizational structure and optimal resource allocation, the SAT
will efficiently foster an organized and sustainable workforce with a rigorous
management regime. This includes the Performance Management System,

E-Personnel , Elite Tax Experts Program and the Anti-corruption Plan. Moreover,
the workforce earns its respect not only by its expertise and professionalism, but
also by its integrity and ethics.
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Hot Topics
◇

The Blueprint for Deepening the Reform of Tax Collection and
Administrative Systems of State and Local Tax Administrations

◇

Delivering on the "Belt and Road" Initiative

◇

"Internet+Tax" Action Plan

◇

Upgraded VAT Invoice Processing System

T

he year of 2015 was marked by several significant
China tax highlights: The release of The Blueprint for

Deepening Reform of Tax Collection and Administrative

Systems of State and Local Tax Administrations announced
the commencement of tax administration reinvention; Tax
administrations have adopted a series of important measures
to serve the purpose of the "Belt and Road" Initiative; The
"Internet+ Tax" Action Plan put forward the goal of minimizing
compliance burden as a smarter SAT; VAT Invoice Processing
System was upgraded comprehensively and thereby the
administrative efficiency was enhanced enormously.
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The Blueprint for Deepening the Reform of Tax
Collection and Administrative Systems of State and
Local Tax Administrations
The Blueprint for Deepening Reform of Tax Collection and Administrative Systems
of State and Local Tax Administrations (hereafter referred as "The Blueprint") was
released in October 2015 to encourage the collaboration between the state and local
tax administrations and to promote voluntary compliance by improving taxpayers'
satisfaction. The Blueprint is a vision for the future, whereby state and local tax
administrations make the most of their comparative advantages to leverage cuttingedge technologies, to minimize compliance burdens, and to interact seamlessly
with taxpayers in an efficient manner. Key tasks are:

Clarifying responsibilities.
Central taxes are collected by state tax administrations, while local taxes are
collected by local tax administrations. Which level of tax authorities should take
the responsibility of the administration of shared taxes is determined by the nature
of taxes and the principle of tax collection convenience. The responsibility of local
tax administrations in respect to administrative fees and local funds etc. was clearly
defined.

Expanding innovative service channels. The SAT:
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◆

worked on better service delivery standards;

◆

helped taxpayers to self-manage their tax affairs;

Hot Topics

◆

provided cross-agency services on a regular basis;

◆

established a tax payment records system;

◆

improved dispute resolution mechanisms.

Transformation of administrative approaches. The SAT:
◆

further strengthened both contemporaneous and follow-up tax administration;

◆

arranged tax matters on a taxpayer-segmented basis;

◆

centralized large taxpayer management;

◆

introduced a tax administration system targeted at natural persons;

◆

deepened the reform of the tax inspection regime;

◆

promoted the use of e-invoices;

◆

accelerated the setup of tax information systems;

◆

harnessed tax big data for national governance purposes.

Deepening of international tax collaboration
By proactively participating in the international tax arena, the SAT determined to
crack down on tax avoidance and tax evasion on an enhanced collaborative basis
with other countries. Besides, the SAT responded to national development strategies
and fulfilled its tasks to provide tailored services to outbound Chinese investors.
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Optimizing personnel regime
To encourage the honest performance throughout the entire workforce, the SAT
strengthened the leadership of the Communist Party of China and further clarified
the responsibilities of tax administrations at each level by combating corruption
and building a transparent government under strict investigation and oversight
mechanisms. Seconding tax officials and arranging learning and development
programs allowed the SAT to maintain a workforce with high performance.

Exploring innovative external channels
The SAT engaged with other stakeholders in terms of information sharing, crossagency collaboration, judicial protection of taxation and policy outreach programs.

Delivering on the "Belt and Road" Initiative
China is implementing the Silk Road Economic Belt and the 21st-Century Maritime
Silk Road Initiative (hereinafter referred to as the "Belt and Road" Initiative,
or B&R). In response to this Initiative, the SAT introduced a series of taxation
programs, including:
◆

Expanding the tax treaty network in line with B&R. The SAT renewed or signed
tax treaties with Cambodia, Russia, Italy, Spain, India, Pakistan and Romania
in 2015. Tax administrations at all levels provided timely assistance to domestic
enterprises to solve tax-related disputes with B&R countries according to the
Mutual Agreement Procedure.

◆
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Carrying out extensive research on tax systems of 95 jurisdictions including all

Hot Topics

B&R countries and major Chinese outbound investment countries. Some key
outcomes of these researches included the publication of Investment Guidelines

on Tax Issues of US, Mongolia and China Hong Kong respectively.
◆

Initiating B&R tax service delivery via various channels, e.g. official websites,
telephone inquiries (hotline number: 12366), field visits (to 800 enterprises) and
outreach programs (a total of 200 for 20,000 enterprises).

◆

Providing two sessions of training program on the topic of "Tax Administration
& Taxpayer Service" to tax officials from developing countries, including
Mongolia, Iraq, Sri Lanka, Armenia, Bhutan, Moldova and Egypt.

"Internet+Tax" Action Plan
In September 2015, the SAT introduced the "Internet+ Tax" Action Plan with the
vision to further reduce the compliance burden through providing comprehensive
e-services as a smarter tax authority by the year of 2020. This plan, being taxpayeroriented, is designed to establish an e-tax authority, which provides seamless online
and in-person services with enhanced standards and efficiency. Specific tasks of
this Plan are summarized in Table 1.
Within three months of introduction of "Internet+Tax" Action Plan, the SAT
rolled out the first pilot program in 17 provinces to promote use of the invoice
online verification system to establish a nationally unified invoice verification
system. Furthermore, some tax administrations has managed to operate a holistic
"Internet+Tax" framework, while others promoted some highlighted tasks
accordingly by the end of 2015.
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Table 1 Summary of The "Internet+Tax" Action Plan
Theme

Task
1. Internet+Public Forum

Public Engagement

2. Internet+Your Opinion
3. Internet+the SAT App Store
4. Internet+Service Application

E-Tax Hall

5. Internet+Return Filing
6. Internet+VAT Refund
7. Internet+Mail
8. Internet+Invoice Production

Invoice Management

9. Internet+E-invoice
10. Internet+Invoice Checking
11. Internet+Invoice Prize Draw
12. Internet+Supervision

The Open SAT

13. Internet+Bulletin Board
14. Internet+Tax Data
15. Internet+Requested Data
16. Internet+Policy Hotline
17. Internet+Tax Classes

Miscellaneous Box

18. Internet+My Office
19. Internet+Big Data
20. Internet+Cloud Service
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Hot Topics

Upgraded VAT Invoice Processing System
In 2015, the Chinese tax authorities rollout out a new VAT Invoice Processing
System ( Figure 2 ). This covered VAT invoices printed by all general VAT payers
and small scale VAT payers above a given threshold. To detect non-compliance and
corruption risks concerning VAT invoices, this new VAT Invoice Processing System
processes and cross-checks the invoice data (excluding small-scale taxpayers below
VAT thresh-hold) in a real-time fashion. The whole automatic operation starts
when taxpayers with digital certificates issue a VAT invoice, the data of which are
encrypted and automatically uploaded to the upgraded data system.

Head office of the SAT

VAT Invoice Database

Data Upload

Checked Data
Download

Taxpayer

VAT Invoice
Issuance
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provincialInformation
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System
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Provinciallevel Office E-certificated
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of the SAT
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Signiture
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Figure 2 The Flow Chart of VAT Invoice System
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The Organizational Structure
◇

Organizational Structure and Responsibilities of the SAT Head office

◇

Organizational Structure and Responsibilities of Tax
Administrations at Provincial Level and Below

◇

Workforce Demographics

E

stablished previously as a directorate within the Ministry
of Finance in 1950, the SAT is now an independent
agency of the State Council. In response to the financial

reform which segregated the collection and administration
of tax into state and local taxes administrations in 1994, the
organization of the SAT is made up of a head office and coexisting state and local tax administrations at each provincial
level and below. This organizational structure adopts a vertical
management system, in terms of organization, personnel and
budget, in relation to the state tax administrations at each
level. There is a shared management framework with local
governments over the local tax administrations at the provincial
level and below.
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Organizational Structure and Responsibilities of
the SAT Head Office
The Management Board of the SAT consists of one Commissioner, four Deputy
Commissioners, one Discipline Inspector, one Chief Economist, one Chief
Accountant, and one Chief Auditor.
As illustrated in Figure 3, the SAT head office contains 15 functional departments
and 8 supportive institutions (e.g. E-tax Administration Center).
Also, the SAT Discipline Inspection Office is designated by the Central
Commission for Discipline Inspection of the Communist Party of China (CPC).
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The SAT Head Office
Commissioner

Deputy
Deputy
Deputy
Deputy
Commissioner Commissioner Commissioner Commissioner

Functional Departments

Supportive Institutions

Discipline
Inspector

Chief
Economist

Chief
Accountant

Chief
Auditor

Supportive Agency

Tax Associations

China Taxation Publishing
House

China Tax Institute

General Office

E-tax Administration Center

Tax Policy and Regulation
Department

The SAT Head Office
Service Center

China International Taxation
Research Institute

Goods and Services Tax
Department

Centralized Purchasing Center

China Certified Tax Agents
Association

Income Tax Department
Property and Behavior
Tax Department
International Tax Department
(Hong Kong, Macau and
Taiwan Office)
Revenue Planning and
Accounting Department

Education Center
Taxation Research Center
National Tax Institute
Tax Magazine
China Tax Newspaper

Taxpayer Service Department
Tax Collection and IT
Administration Department
(Large Enterprise Department)
Tax Auditing Administration
Financial Department
Supervision and Internal
Audit Department
Personnel Department
SAT Headquarters
Committee of CPC
Office for Retired Officials

Figure 3 Organizational Structure of the SAT Head Office
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Key responsibilities of the SAT:
Draft tax laws, regulations and implementation rules; provide advice on draft
legislation; make joint efforts with the MOF to devise and distribute implementation
measures; interpret tax laws and policies during enforcement, and report
afterwards to the MOF for record-filing.
Collect and administrate state taxes, shared taxes, and legally required funds
(fees) to ensure collection of the due amount of taxes.
Participate in the design of macro-economic policies and develop state and local
tax regimes, conduct research on overall tax burden and provide tax technical
decisions for positive macro outcomes.
Implement reforms on tax administration, including designing and drafting new
laws and regulations, ensuring internal conformance and providing guidelines to
local tax administrations.
Safeguard taxpayer's rights, including establishing Service Delivery Standards
and drafting laws to supervise performance of local tax administrations.
Exercise taxpayer-segmented management and provide tailored services to
taxpayers, particularly for large taxpayers.
Draft tax revenue medium and long term forecasts and annual plans; carry out
investigations of revenue source; analyze and forecast tax revenues; carry out
measures of tax relief.
Update IT strategies; plan for sustainable IT development covering mid-term and
long-term; organize and expand Golden Tax Project.
Expand information exchange and international cooperation; engage in
international and regional tax negotiations; sign and execute tax agreements and
treaties.
Handle import/export taxation and process export refund claims.
Administer vertical management of state tax office network. Conduct shared
management, with local governments, of local tax office network, including
appointment/dismissal of General Directors of provincial local tax administrations.
Accomplish other tasks assigned by the State Council.
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Organizational Structure and Responsibilities of
Tax Administrations at Provincial Level and Below
The organizational structure at provincial level and below consists of tax
administrations at three levels, namely provincial, municipal and county. ( See
Table 2 and Figure 4 )

Table 2 Organizational structure of state and local tax administrations at
provincial level and below (as of December 31, 2015)
Number
Organization Levels Hierarchies

State Tax
Local Tax
Administration Administration

Provinces, autonomous regions, municipalities

36

35

10

10

350

329

140

99

128

86

Districts in cities with districts, autonomous
prefectures and leagues

1,023

644

Counties, cities, districts, and banners

1,998

1,930

dire ctl y u nd e r t h e c e nt ral g ove r n m e nt, a nd
municipalities with independent planning status

Sub-provincial cities
Cities with districts, autonomous prefectures and
leagues
Districts in municipalities directly under the central
government, and municipalities with independent
planning status
Districts in cities with sub-provincial status
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State tax administrations and local tax administrations are responsible for the
collection of different taxes.
State tax administrations are responsible for the collection and administration
of Value Added Tax (VAT), Excise Tax, Vehicle Purchase Tax; Business Tax,
Corporate Income Tax (CIT) and Urban Construction and Maintenance Tax paid by
the railway sector, head offices of banks and head offices of insurance companies;
CIT of the enterprises invested in by the Central Government; CIT of the joint
ventures or joint equity enterprises set up by state/regional government-invested
companies or public institutions; CIT paid by district banks and non-bank financial
institutions; CIT and Resource Tax paid by offshore oil companies, etc.
Local tax administrations are responsible for the collection and administration of
Business Tax and CIT paid by certain enterprises and public institutions, Individual
Income Tax, Resource Tax, Stamp Duty, Urban Maintenance and Construction Tax,
Property Tax, Urban Land Occupation Tax, Arable Land Occupation Tax, Deed
Tax, Land Appreciation Tax, Vehicle and Vessel Tax, Tobacco Tax, etc.
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State Council

State Administration of
Taxation

Governments at the provincial
(autonomous region and municipality
directly under the Central
Government) level

State tax administrations at the provincial
(autonomous region,municipality directly
under the Central Government, and
municipality with independent planning
status) level

Local tax administrations at the provincial
(autonomous region,municipality directly
under the Central Government, and
municipality with independent planning
status) level

State tax administrations at the
prefecture (city divided into districts,
autonomous prefecture and league) level

Local tax administrations at the
prefecture (city divided into districts,
autonomous prefecture and league) level

State tax administrations at the county
(city, district, and banner) level

Local tax administrations at the county
(city, district, and banner) level

Tax sub-offices
(branches) [offices]

Tax sub-offices (branches)
[offices]

Figure 4 Organizational Chart of China's Tax Administration
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Workforce Demographics
At 31st December 2015, there were 746,238 tax officials in service, with 850 in
the SAT head office, 385,113 in state tax administrations and 360,275 in local
tax administrations.
Staff Composition of the State Tax Administrations ( see Figure 5 ):

13,970

State tax administrations at the provincial
(autonomous region, municipality directly under
the Central Government, and municipality with
independent planning status) level

66,950

State tax administrations at the municipal (city
with districts, autonomous prefecture and
league) level

304,193

State tax administrations at the county (city,
district, and banner) level

Figure 5 Workforce Demographics of the State Tax Administrations
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Staff Composition of the Local Tax Administrations ( see Figure 6 ):

14,297

Local tax administrations at the provincial
(autonomous region, municipality directly under
the Central Government, and municipality with
independent planning status) level

74,090

Local tax administrations at the municipal
(city with districts, autonomous prefecture and
league) level

271,888

Local tax administrations at the county (city,
district, and banner) level

Figure 6 Workforce Demographics of the Local Tax Administrations
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China Tax System
◇

Current Tax System

◇

Tax System and Adjustments in 2015

C

hina's current tax framework was put in place after the tax reform in 1994 to
meet the needs of the socialist market economy. Since the beginning of 21st

century, the Chinese government has made a series of adjustments of and

improvements to the tax system, which have guaranteed the government's revenue
stream and contributed to the country's rapid economic growth.

Milestones
2006

Agricultural Tax, which has existed for over 2000 years in China, is
abolished.

2007

Urban Land Use Tax Systems for domestic enterprises (DEs), foreign
enterprises (FEs) and individuals are integrated.

2008

Corporate Income Tax Systems for DEs and FEs are integrated.
◆   Real

Estate Tax for DEs, FEs and individuals are integrated.

◆   Fee-to-excise

2009

◆

tax conversion on refined oil products is adopted.

VAT transformation from manufacture-oriented to consumptionoriented is completed. Enterprises are allowed to deduct the input
VAT on purchasing machinery and equipment from their output VAT.

2010

Urban Maintenance and Construction Tax for DEs, FEs and individuals
are integrated.

2012

Business Tax to VAT Pilot Reform is carried out in the transportation
sector and certain modern services sectors in several regions.

2013

Business Tax to VAT Pilot Reform extends to other parts of China.

2014

Business Tax to VAT Pilot Reform further extends to the sectors of
railway transportation, mail and telecommunications.

2015

Business Tax to VAT Reform and Excise Tax Reform are progressed
steadfastly. Resource Tax Reform transitions to an ad valorem basis.
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Current Tax System
There are 18 different kinds of taxes in China, which can be divided into three
categories according to their nature.
◆

Goods and services taxes, including VAT, Excise Tax, Business Tax, Vehicle Purchase
Tax and Customs Duty. (See Table 3)

◆

Income taxes, including Corporate Income Tax and Individual Income Tax. (See
Table 4)

◆

Property and behavior taxes, including Land Appreciation Tax, Real Estate Tax,
Urban and Township Land Use Tax, Arable Land Use Tax, Deed Tax, Resources
Tax, Vehicle and Vessel Tax, Stamp Duty, Urban Maintenance and Construction
Tax, Tobacco Tax, and Vessel Tonnage Tax. (See Table 5)

Table 3 Goods and Services Taxes
Taxes

Taxpayers

Subjects of Taxation
（Basis of Taxation）

Entities and individuals who sell

VAT

Selling and importing goods;

repairing and installation services

providing processing, repairing

within China or those who import

and installation services

13% ,0
Collection
rate:3%

goods into China

Tax rates:17%,

Entities and individuals that

Transportation services, mail,

provide transportation, mail and

and telecommunications

11% , 6% ,0

telecommunications services and

services and certain modern

certain modern services

services

Collection

engage in producing, consigned
p rocessing wit hin China, or
importing taxable consumer
goods into China

32

Tax rates:17% ,

goods or provide processing,

Entities and individuals that
Excise Tax

Tax Rates

rate:3%

14 consumer goods such as

Ad valorem tax,

tobacco, alcoholic drinks,

per unit tax, or

cosmetics and refined oil

combination of

products

both

China Tax System

（continued）
Taxes

Subjects of Taxation

Taxpayers

（Basis of Taxation）

Entities and individuals that
Business
Tax

5%-20% for the

engage in providing taxable

Provision of taxable services,

entertainment

services, transferring intangible

transferring intangible assets

sector, and 3%

assets or selling immovable

or selling immovable property

or 5% for other

property within China

sectors

Vehicle

Entities and individuals that

Purchase of cars, motorcycles,

Purchase

purchase taxable vehicles within

trams, trailers and agricultural

China

carriers

Consignee of imports, consignor

Goods allowed to be imported

of exports, and owners of articles

into and exported from China,

entering China

and articles entering China

Tax

Customs
Duty

Tax Rates

10%

Ad valorem tax,
per unit tax, or
combination of
both

Table 4 Income Taxes
Taxes

Taxpayers

Subjects of Taxation
（Basis of Taxation）

Tax Rates

Corporate

E nte r p ri s e s w i t hi n C hi n a , Taxable income received

25% for resident enterprises,

Income

including resident enterprises by resident and non-

and 20% and 25% for non-

and non-resident enterprises

resident enterprises

Tax

resident enterprises

Resident taxpayers: Individuals
with domiciles within China, or
individuals without domiciles
within China, but who live
within the territory of China for
Individual

Progressive rates from 3% to
Income attained from

45% for the income from wages

within and from outside

and salaries; progressive rates

of China.

from 5% to 35% for the income
from production and operation

one year

of self-employed producers

Income
Tax

and sellers; progressive rates
from 5% to 35% for the income

N o n - r e s i d e n t t a x p a y e r s:
Individuals without domiciles
within China, and who live
within the territory of China for
less than one year

Income attained within
China only

from operation of contracted
and tenanted enterprises and
public institutes; and a flat rate of
20% for other types of income
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Table 5 Property and Behavior Taxes
Taxes

Taxpayers
Entities and individuals
that transfer the right to

Land

use State-owned land,

Appreciation

above-ground structures

Tax

and their attached facilities
within China, and attain
income from such transfer

Subjects of Taxation

Tax Rates

（Basis of Taxation）
The incremental value
of transferring the right
to use State-owned

4-levels of progressive rates

land, above-ground

（30%, 40%, 50%, 60%）

structures and their
attached facilities
Taxes for self-occupied houses
are calculated on the basis of
the residual value (70%-90%
of the original cost with a tax
rate of 1.2%); Taxes for rented

Real Estate
Tax

Owners of houses within

Houses within

houses are calculated on the

cities, county towns,

cities,

county towns,

basis of the rental income, and

administrative towns and

administrative towns

the applicable tax rate is 12%

industrial and mining

and industrial and

(Rental of personal- ow ned

districts within China

mining districts

residential houses is taxed at
4% of rental income; rental of
residential houses by enterprises
and public institutions, social
groups and other entities is
taxed at a preferential rate of 4%)
Land use tax per square meter

Urban and
Township
Land Use
Tax

per year: RMB 1.5-30 for big

Entities and individuals that
use land in cities, county
towns, administrative
towns and industrial and

cities; RMB 1.2-24 for mediumActual Occupied area

sized cities, RMB 0.9-18 for

of the land

small cities, and RMB 0.6-12
for county towns, administrative

mining districts

towns and industrial and mining
districts

Entities and individuals
who use arable land
Arable Land

to b u il d h o u s e s o r fo r

Actually Occupied

D i f fe re ntiate d t a x rate s fo r

Use Tax

ot her n o n -agricultural

area of the arable land

different locations

co nstructio n purposes
within China
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（continued）
Taxes

Taxpayers

Subjects of Taxation

Market price for the
transferred right to use
the land or the right
Deed Tax

The transferee (entities

of ownership of the

and individuals) of land

house, or the price

and houses within China

margin resulting from
the exchange of the
la nd u se rig ht a nd
house ownership

Resources
Tax

Vehicle and
Vessel Tax

Tax Rates

（Basis of Taxation）

Entities and individuals

Crude oil, natural gas,

engage in exploiting

coal, other non-metal

various taxable mineral

o re s , fe r ro u s o re s ,

resources or producing

non-ferrous ores and

salt

salt

3%-5%, purchase of houses
under 9 0 square meters
(including 90 square meters)
by individuals, which is the
only house of the household,
is taxed at a preferential rate
of 1%. purchase of houses by
individuals, which is the only
house of the household, is taxed
at half of the applicable tax rate
Ad valorem tax or per unit tax for
different resources, for example,
5%-10% of the sales for crude
oil and natural gas

Owners or managers of
the taxable vehicles and

Vehicles and vessels

Differentiated fixed amount tax

who conclude or receive

Ta xable documents

Flat tax rate or fixed amounts

the taxable documents in

concluded or received

per document

vessels within China
Entities and individuals

Stamp Duty

China
Urban
Maintenance
and
Construction
Tax

Tobacco Tax

There are 3 tax rates depending
Entities and individuals

Amounts of value

on the taxpayer's location, i.e.

that pay value added

added tax, excise tax

7% (urban area), 5% (county

tax, consumption tax and

and business tax paid

towns, towns) and 1% (areas

business tax

by taxpayers

ot h e r t ha n t h e u rba n a re a ,
county towns or towns)

Entities that engage in the

To b a c c o l e ave s

purchasing of tobacco

purchased within

leaves within China

China

Vessel

Vessels entering Chinese

Tonnage Tax

ports from overseas ports

Vessels

20%
Fixed Volume ta x, including
preferential rates and normal rates

* The General Administration of Customs is responsible for the administration of customs duty
and vessel tonnage tax. It also takes the responsibility for the collection of VAT and excise on
imported goods of the SAT.
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Tax System and Adjustments in 2015
Business Tax to VAT Reform well underway
The Business Tax to VAT Reform is not only an important strategic measure
introduced at a critical time when China is upgrading its economy, but also a most
important building block of the fiscal and tax reforms.
This reform has made steady progress since its introduction three years ago. The
VAT pilot program, initially covering the transportation sector and certain modern
services, was launched nationwide on August 1, 2013. Since January 1 2014, the
pilot program was extended to cover railway transportation and mail services. Since
June 1 2014, the telecommunication services sector was also included in the pilot
program.
By the end of 2015, a total of 5.92 million corporate taxpayers in China had been
brought under VAT in the pilot program, including 1.13 million general VAT payers
and 4.79 million small-scale VAT payers. In 2015, this reform reduced tax liabilities
of the new VAT taxpayers by 144.6 billion RMB, while the previous VAT taxpayers
deducted input VAT on a broader scope, leading to a reduction of 122 billion RMB
in tax liabilities. Consequently, the VAT reform has had far-reaching strategic
significance by stimulating growth and promoting competitiveness among business
sectors.

Preferential treatments for small-scale and marginal profit
businesses continued
Since August 1 2013, small-scale VAT and Business Tax taxpayers with monthly
turnover below 20,000 RMB have been temporarily exempted from their respective
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VAT and Business Tax liabilities. Between October 1 2014 and December 31 2015,
the exemptions for VAT and Business Tax had been expanded to small-scale VAT
and Business Tax taxpayers with monthly turnover ranging from 20,000 to 30,000
RMB. In 2015, this policy was further extended to the end of 2017.
Before January 1 2014, qualified small-scale and marginal profit enterprises with
an annual taxable income of 60,000 RMB or less were entitled to a reduction in tax
base of 50% and a preferential rate of 20%. Since January 1 2014, this preferential
treatment has been granted to those with an annual taxable income of 100,000
RMB or less. The benchmark was raised further to 200,000 RMB on January 1
2015, and to 300,000 RMB on October 1 2015.
In 2015, tax reduction for small-scale and marginal profit enterprises totaled 101.54
billion RMB, including 17.7 billion RMB reduction of CIT and 83.84 billion RMB
reduction of VAT and Business Tax.

Resource Tax Reform moving along
On May 1 2015, Resource Tax on rare earth, tungsten and molybdenum started
to be collected on ad valorem basis throughout country. At the same time, the
Resource Tax rate on ferrous ore was reduced to 40%.

Excise Tax Reform scaled up
On January 13, 2015, the Excise Tax rate for refined oil products was further raised.
On February 1, 2015, batteries and coating materials became subjected to Excise
Tax. On May 1, 2015, the ad valorem tax rate on cigarette for wholesale was raised
from 5% to 10 %, and an additional per unit tax levied at 0.005 RMB/cigarette.
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Revenue Statistics
◇

Tax Revenue in 2015

◇

Tax Revenue Growth (1993-2015)

◇

Tax Revenue by Tax Category

◇

The Ratio of Tax Revenue to GDP

◇

The Ratio of Tax Revenue to Fiscal Revenue

S

ince the fiscal reform in 1994, China's tax revenue has been
rising steadily with the country's economic growth. The tax
revenue increased from 507.1 billion RMB in 1994 to 13.6

trillion RMB in 2015, while the ratio of tax revenue to GDP grew from
10.5% in 1994 to 20.1% in 2015, providing a strong financial support to
China's economic growth and prosperity.
Unless otherwise specified, tax revenue for the purpose of this
report includes VAT and Excise Tax levied on imported goods by the
Customs without subtracting export refunds, but excludes Customs
Duty and Vessel Tonnage Tax.
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Tax Revenue in 2015
China's gross tax revenues in 2015 were 13.6 trillion RMB. 12.3 trillion RMB was
collected by the SAT and 1.3 trillion RMB by the Customs authorities, accounting
for 90.7% and 9.3% of the total respectively. ( See Figure 7 )

By tax administrations
By the Customs authorities
12.3 Trillion RMB
or 90.7%

1.3 Trillion RMB
or 9.3%

Figure 7 Tax Revenue Collected by Tax Administrations and the Customs Authorities
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Tax Revenue Growth (1993-2015)
Calculated in comparable terms, tax revenue in 2015 increased on the previous year
by 648.1 billion RMB, an increase of 5.0%. ( See Figure 8 )
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Figure 8 Tax Revenue Growth ( 1993-2015 )
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Tax Revenue by Tax Category
In 2015, the revenue from Goods and Services Taxes (GST) (including Vehicle
Purchase Tax), Income Taxes, Property and Behavior Taxes represented 56%, 27%
and 17% of the total tax revenues, respectively. ( See Figure 9 )

2.3 Trillion RMB
or 17%

GST (including Vehicle Purchase Tax)
Income Taxes
Property & Behavior Taxes

3.6 Trillion RMB

7.7 Trillion RMB or 56%

or 27%

Figure 9 Tax Revenue by Tax Category in 2015
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Collections from value added tax (VAT), corporate income tax, business tax, excise
tax, and individual income tax represented 32%, 21%, 14%, 8% and 6% of the total
tax revenues, respectively. ( See Figure 10 )

VAT
Excise Tax
B u s i n e s s Ta x
2.6 Trillion RMB or 19%

4.3 Trillion RMB or 32%

Corporate Income Tax
Individual Income Tax
Other Taxes

0.9 Trillion RMB
or 6%

2.8 Trillion RMB or 21%
1.1 Trillion RMB or 8%

1.9 Trillion RMB or 14%

Figure 10 Tax Revenue by Tax Type in 2015
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The Ratio of Tax Revenue to GDP
In 2015, the tax to GDP ratio was 20.1%, exceeding 20% for 5 consecutive years. (See Table 6)
Table 6 Total Tax Revenue as a Percentage of GDP
Tax revenue

GDP

The ratio of tax revenue

(Billion)

(Billion)

to GDP(%)

1978

46.2

364.5

12.7

1993

411.8

3,533.4

11.7

1994

507.1

4,819.8

10.5

1995

597.4

6,079.4

9.8

1996

705.1

7,117.7

9.9

1997

822.6

7,897.3

10.4

1998

909.3

8,440.2

10.8

1999

1,031.5

8,967.7

11.5

2000

1,266.6

9,921.5

12.8

2001

1,516.6

10,965.5

13.8

2002

1,699.7

12,033.3

14.1

2003

2,046.6

13,582.3

15.1

2004

2,572.3

15,987.8

16.1

2005

3,086.7

18,493.7

16.7

2006

3,763.7

21,631.4

17.4

2007

4,945.2

26,581.0

18.6

2008

5,786.2

31,404.5

18.4

2009

6,310.4

34,090.3

18.5

2010

7,739.4

40,151.3

19.3

2011

9,573.0

47,310.4

20.2

2012

11,076.4

51,933.2

21.3

2013

11,996.0

56,884.5

21.1

2014

12,954.1

63,646.3

20.4

2015

13,602.2

67,670.8

20.1

Year

Note: Statistical standard was adjusted in 2012 to include arable land occupation tax and deed tax.
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The Ratio of Tax Revenue to Fiscal Revenue
In 2015, tax revenue (without subtracting export refunds) accounted for 89.4% of fiscal revenue.
(See Table 7)
Table 7 The Ratio of Tax Revenue to Fiscal Revenue

Year

Fiscal
revenue

Tax revenue

Tax revenue
(net of export refunds)

Tax revenue
(net of VAT and excise tax
on imported goods and
export refunds)

Total

Total
(Billion)

% of Fiscal
revenue

Total
(Billion)

% of Fiscal
revenue

Total
(Billion)

% of Fiscal
revenue

1978

113.2

46.2

40.8

46.2

40.8

-

-

1993

434.9

411.9

94.7

381.9

87.8

-

-

1994

521.8

507.1

97.2

462.1

88.6

428.4

82.1

1995

624.2

597.4

95.7

542.5

86.9

502.8

80.6

1996

740.8

705.1

95.2

622.3

84.0

572.2

77.2

1997

865.1

822.6

95.1

779.3

90.1

721.6

83.4

1998

987.6

909.3

92.1

865.7

87.7

807.4

81.8

1999

1,144.4

1,031.5

90.1

968.8

84.7

864.7

75.6

2000

1,339.5

1,266.6

94.6

1,185.6

88.5

1,036.1

77.3

2001

1,638.6

1,516.6

92.6

1,409.4

86.0

1,244.1

75.9

2002

1,890.4

1,699.7

89.9

1,573.8

83.3

1,384.6

73.2

2003

2,171.5

2,046.6

94.2

1,842.7

84.9

1,563.4

72.0

2004

2,639.6

2,572.3

97.5

2,152.4

81.5

1,781.3

67.5

2005

3,164.9

3,086.7

97.5

2,749.2

86.9

2,327.2

73.5

2006

3,876.0

3,763.7

97.1

3,335.2

86.0

2,838.5

73.2

2007

5,132.2

4,945.2

96.4

4,417.9

86.1

3,802.3

74.1

2008

6,133.0

5,786.2

94.3

5,199.6

84.8

4,459.1

72.7

2009

6,851.8

6,310.4

92.1

5,661.7

82.6

4,886.9

71.3

2010

8,310.2

7,739.4

93.1

7,006.7

84.3

5,953.4

71.6

2011

10,387.4

9,573.0

92.2

8,652.5

83.3

7,291.8

70.2

2012

11,721.0

11,076.4

94.5

10,034.7

85.6

8,547.2

72.9

2013

12,914.3

11,996.0

92.9

10,944.1

84.7

9,539.8

73.9

2014

14,035.0

12,954.1

92.3

11,821.1

84.2

10,376.8

73.9

2015

15,221.7

13,602.2

89.4

12,322.0

81.0

11,060.4

72.7
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Taxpayer Service
◇

Launching the "Spring Breeze" Project

◇

Standardizing Service Delivery

◇

Establishing the Tax Credit Rating System

◇

Increasing Tax Transparency

◇

Improving Convenience and Efficiency in Taxation Processes

◇

Protecting Taxpayers' Rights

◇

Pushing Forward the 12366 Service Center

T

he idea that tax collection and administration aligns with
service delivery was put forward in the National Conference
on Tax Collection and Administration in 1990. Later, in 1997,

providing high-quality services was recognized as the cornerstone
of tax administration in The Blueprint for Deepening Reform of

Tax Collection and Administrative Systems of State and Local Tax
Administrations , drafted by the SAT. Furthermore, taxpayers' rights and
interests were codified in The Law on Tax Collection and Administration
in 2001.
A dedicated unit, the Taxpayer Service Department, was established
within the SAT in 2008. This practice was soon followed by tax
administrations at sub-central levels.
A principle of "trust, respect, service and compliance" was proposed
by the SAT for all tax administrations, to emphasize the significance of
integrating service delivery into the whole process of tax collection and
administration, in 2013.
The "Spring Breeze" Project was launched to reinvent tax administrative
examination and approval procedures and reduce compliance burden
in 2014.
The National Taxpayer Service Protocol were introduced by the SAT in
2015 to standardize tax services delivery all over China.
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Launching the "Spring Breeze" Project
In February 2014, the "Spring Breeze" Project was launched to streamline tax
processes and to reduce compliance burdens. Later in 2015, to address the common,
pressing concerns of taxpayers, the SAT exerted further efforts to implement the
"Spring Breeze" Project and took 11 new measures (see Table 8).

Table 8 New Measures of Spring Breeze Project in 2015
Theme

Streamlining
administrative
procedures &
delegating power to
lower levels

Measure

1. To steadily implement standardization of tax processes
2. To draw up a detailed list of tax enforcement powers
3. To further streamline the tax administrative approval
system
4. To further implement preferential policies

Contributing to
economic development

5. To boost inter-regional collaboration on tax matters
6. To improve large taxpayer service delivery

Outbound assistance

7. To support taxpayers with outbound investment
8. To increase effectiveness of service delivery

Improving efficiency &
reducing compliance
burden

9. To enrich service channels
10. To strengthen the cooperation between state and
local tax administrations
11. To review the list of items subject to fees
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Standardizing Service Delivery
The National Taxpayer Service Protocol were promulgated to set standards on
1349 specific services in 9 categories based upon feedback from tax officials and a
wide variety of clients. This Protocol has lead to improved efficiency of tax affairs,
reduced compliance burdens and diversified service channels to taxpayers, thus
leading to better, more convenient and more consistent service delivery.

Establishing the Tax Credit Rating System
With the introduction of the Administrative Measures on Tax Credit Rating

(Provisional) and the Tax Credit Rating Indexes and Methods (Provisional) , the
SAT set up a preliminary system to rate taxpayers' credit based on their compliance
history. In 2015, 8.5 million taxpayers were incorporated in this new rating system,
among which 653 thousand taxpayers, or 7.6% of the total, are rated as A-level
whereas 649 thousand taxpayers, or 7.6% of the total, are D-level.
Much importance has been placed on the application and use of the taxpayer
ratings. Internally, A-level taxpayers are treated preferentially in tax affairs such
as invoice processing, export refunds and other daily tax matters, while D-level
taxpayers are under stricter scrutiny when interacting with tax administrations.
Consequently, the costs of tax collection have been cut effectively and the
compliance level has been improved. Externally, the application of the rating
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results has been extensively explored, for example, "Easy Loans By Compliance"
—a collaborative program established between the SAT and the China Banking
Regulatory Commission to make loans more readily available to compliant
taxpayers, particularly those small-scale and marginal profit enterprises. Up to the
end of November 2015, it was reported that 90,000 loans (net balance of 100.2
billion RMB) were granted to those enterprises rated highly in the rating system.
The SAT works closely with other government agencies in sharing data,
intelligence and expertise, to establish a multi-faceted credit system. For example,
the SAT signed the Memorandum of Joint Action against Dishonesty with the State
Administration of Industry & Commerce and the China Securities Regulatory
Commission. Moreover, the SAT plays a vital role in building a Multi-agency
Credit Platform by uploading credit records to it.

Increasing Tax Transparency
The SAT has made a broad range of improvements to become more open and
transparent in 2015, including:
◆

adopting legislative measures on information disclosure of tax administrations;

◆

delivering on government information disclosure requirements on operations and tax
affairs;

◆

making the disclosure of its operational procedures a norm by setting standards on
information collection, checking and publication;
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◆

updating public information in tax halls and on official websites in a timely, precise
and comprehensive manner, particularly such information as policy and regulation
changes, tax administrations' responsibilities, taxation procedures, results of tax
affairs and operation supervision channels.

Furthermore, the SAT has spared no efforts to make it easier for taxpayers to
find out about and precisely understand the latest tax policies by implementing a
unified notice system, setting document templates and elaborating regulations with
interpretations.
Innovative channels have been employed to increase the accessibility of the
services delivered by the SAT. This includes websites, TV, hot lines, newspapers,
SMS, micro-blogs and WeChat.
Outreach activities and dissemination programs used a combination of online and
offline training programs. These activities were conducted through channels such
as the Taxpayer School, mobile phone Apps, videos, webcast and etc.
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Improving Convenience and Efficiency in Taxation
Processes
The SAT continued to work on standardizing services delivered in tax halls and
making the services more accessible. By the end of 2015, there were close to 10
thousand tax halls providing a comprehensive array of services. These integrated
tax filing, invoice processing and consulting. Efforts have also been made to
establish online tax halls.
The SAT improved the efficiency of service delivery by sorting out tax items
subjected to approval and streamlining operational procedures. Besides this, the
SAT created a series of measures, including one point of contact, a reservation
service, QR-code notifications, 24-hour self-service terminals and process controls.
From October 1 2015, newly established corporations no longer need to register
with tax administrations thanks to a "3-in-1 permit" issued by administrations for
industry and commerce. This permit, carrying cross-agency credit information,
enables the taxpayer to deal with tax administrations without tax registration.

Protecting Taxpayers' Rights
The history of protecting taxpayers' rights started from the year of 2001, when the

Tax Collection and Administration Law codified 30 provisions as the legal basis
for the protection of taxpayers' rights and the optimization of service delivery. In
2009, the SAT released the Announcement on Taxpayers' Rights and Obligations ,
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which specified their rights and obligations in a stand-alone tax document. In 2013,
the Guidelines on Protection of Taxpayers' Rights were circulated, which further
clarified related regulations and standards and outlined the requirements on nine
aspects: transparency in operational procedures, administration by law, effective
communication, risk management, reduced compliance burden, information
security, dispute resolution, administration of intermediaries and establishment
of rights' protection organizations. In 2014, the SAT released the Notice on

Standardizing Tax Attestation Service and Prohibiting Compulsory Procuration for
Tax Attestation to standardize service delivery and working style.
In 2015, the SAT promulgated the Announcement on Revision of Complaints

Handling concerning Taxpayer Service to standardize codes of conducts in dealing
with taxpayers' complaints. This document highlighted the following issues: quick
response to taxpayers' comments and complaints, various channels to accept the
complaints, integrated actions to handle the complaints to enhance taxpayers'
satisfaction and compliance level.

Pushing Forward the 12366 Service Center
The taxpayer hot line number "12366" came into public service in September 2001.
It is now a main channel for taxpayers to access the service center due to the easy
access is provides to timely consultation services provided by tax administrations.
In 2015, 12366 service centers responded to 39.2 million telephone inquiries, of
which 22.8 million inbound calls were handled in-person. ( See Figure 11 )
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The SAT enhanced the professionalism of the new service centers by: 1)
developing "one" vision of world-class service delivery; 2) building up "two"
levels of service centers at both national and provincial levels; 3) managing "three"
administrative areas of taxpayers' expectations, knowledge library and skilled
workforce; 4) implementing "four" measures of building websites, upgrading
the hotline system, employing mobile Apps and establishing the national center;
5) positioning themselves as a platform with "five" dimensions comprising
consultancy, outreach services, taxation processes, team building and showcase;
and 6) enhancing taxpayers' satisfaction with the call center where taxpayers can
"consult, check, watch, listen, reserve and solve" ("six functions"). With these in
place, by the end of 2016, the 12366 Shanghai (International) Service Center will
be officially established to provide top-quality services to foreign taxpayers, thus
further responding to government projects of "Yangtze River Delta Economic
Development" Plan and the "Belt and Road" Initiative.
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Responses (in Thousand)
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Figure 11 Responses to Telephone Inquires by 12366 Service Center (2001-2015)
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Tax Administration
◇

Compliance Risk Management

◇

Large Business Taxation Administration

◇

International Taxation Administration

◇

Tax Inspection

◇

Export Refund Management

B

etween 1949 and the mid-1980s, the "tax administrator"
system was developed. A key feature of this system
was that it appointed one local tax administrator with

over-arching responsibilities of tax collection, administration, and
investigation to several corporate taxpayers in his region. After
the mid-1980s, the Chinese tax administration was restructured,
adopting a functional model comprising collection, administration and
investigation. The fiscal reform, setting up the dual tax administration
at sub-central levels in 1994, ignited a series of tremendous
changes to tax administration. In particular, the taxpayer-oriented
tax administration model proposed in 1997 was intended to leverage
computer networks, administrative centralization and targeted
investigations. Gradually, a new balance was struck between
collection, administration and investigation.
Since the start of the 21st century, the SAT has further deepened
reform of tax administration. Compliance risk management and
taxpayer-segmented administration have been implemented, which
greatly enhanced the quality and efficiency of tax administration.
Especially, the National Tax Administration Standards (Version 1.0)
put to trial use across the country in 2015, established standards
of internal operations, processes, time limits and documentations
relating to tax settlement, and generally helped to standardize tax
administration systems.
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Compliance Risk Management
Drawing upon the best practices of other countries, Chinese tax administrations
have introduced the concept of risk management during the recent years. Taxpayers
with different compliance risk ratings are treated with diverse treatments ( see
Figure 12 ), which enables tax administrations to focus their limited resources
on high-risk groups, reduce non-compliance risks and make cost-effective use of
administrative resources.
The variety of information obtained from many sources and through different
channels helps Chinese tax administrations to keep taxpayers on their radars. The
risk management approaches adopted by Chinese tax administrations include risk

Inspection
High risk

Risk

Assessment,
audit,
and antiavoidance
investigation

Ratings

Medium risk

Risk alarms
Low risk

Figure 12 Diverse Treatments to Taxpayers of Different Compliance Risk Ratings

58

Tax Administration

identification, risk prioritization, risk treatment, process monitoring, evaluation and
feedback, constituting a closed loop ( see Figure 13 ).
Tax returns filed by taxpayers are fed through the risk identification and
analysis process, which has built-in indicators and industry models, so that tax
administrations can regularly identify and analyze the potential risks of taxpayers.
Taxpayers to whom tax revenues are potentially lost are classified based on their
risk ratings. For low-risk taxpayers, tax administrations would take measures such
as sending risk alerts to urge them to prevent risks or revise their returns. For high
and medium-risk taxpayers, tax administrations will adopt an array of measures
to control risk, including tax assessment, tax audit, anti-avoidance audit, and tax
inspection. Meanwhile, tax administrations will correspondingly improve its risk
identification and treatment strategies on an on-going basis after evaluating its risk
management process.

Process
Monitoring and
Control

Risk
Evaluation
and
Feedback

Process
Monitoring and
Control

Risk
Identification
and Analysis

Risk Management
Process

Risk
Treatment

Process
Monitoring and
Control

Risk
Prioritization

Process
Monitoring and
Control

Figure 13 Risk Management Process
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Large Business Taxation Administration
After the establishment of the large business department in the SAT, 45 large
corporations have been brought under its purview, whose tax revenue accounts for
20% of the total tax revenue of China ( see Figure 14 ). The Large Business Risk

Management Guidelines (Provisional) were released afterwards. Tax administrations
have put in place a regular and multi-level communication mechanism with large
businesses to strengthen pre-filing collaboration with them. Differentiated managing
strategies and tailor-made services, in light of the characteristics of large businesses,
have been developed to encourage enterprises to set up internal tax control
mechanisms. Thus, large businesses' willingness and ability of voluntarily comply
have increased while administrative and compliance costs have been reduced.
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Figure 14 The SAT Tax Revenue from 45 Large Corporations (2008-2015)
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Innovative Risk Management Approaches for Large Business
The SAT has centralized the process of risk analysis and task assignment at
the national and provincial levels with differentiated approaches. Relying on
the information system for large business taxation, tax administrations have
improved closed-loop risk management procedures including data gathering, risk
analysis, risk response, evaluation and feedback. The SAT has also tentatively
implemented a flattened and coordinated web-based tax audit approach featuring
"one backstage platform and multiple front terminals" to enhance desk audit and
carry out web-based task assignment, results feedback, information sharing and
follow-up evaluation.

Exploring Specialized Management of Large Business
The SAT will proactively push ahead with the development of large business
taxation management mechanisms. It will up specialized units for large
businesses in some regions, revamping operational models and improving
working performance. Specifically, the SAT will 1) arrange for handling of
complicated tax matters to be escalated to higher level tax authorities; 2) pilot
the setup of specialized large business management units with appropriate
responsibilities; 3) establish a horizontal coordination mechanism for taxpayer
service and management; and 4) define responsibilities of personnel at different
levels in basic and specialized tax matters for better task assignment and
coordination amongst different levels.
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Establishment of a Mechanism for Quick Response to Tax-related
Complaints
The SAT will standardize the procedure for handling tax-related complaints of
large businesses. It will define the responsibilities and requirements for each step
of the process (i.e. acceptance, handling, reply and summarization). Coordination
meetings and vertical coordination mechanism will be put into place to tackle
complicated tax matters of large businesses, promptly responding to their
complaints and further unify enforcement of tax laws and policies.

Negotiation of Tax Compliance Agreements
The SAT released the Service and Enforcement Guidelines for Large Businesses

(Provisional) in July 2011, which specified the rules of Agreement on
Cooperation for Tax Compliance applicable in China. Three large businesses first
reached tax compliance agreements with the SAT in October 2012. 659 large
businesses signed agreements with 29 tax administrations at the provincial or
municipal levels by the end of 2015. These arrangements are based upon mutual
respect and trust and benefit both sides. Not only do these assist large businesses
to establish internal risk control frameworks and behave transparently, but
they also ensure that tax administrations provide high-quality tax compliance
confirmation services in an efficient manner.

Advance Rulings over Tax-related Matters
Pursuant to advance rulings over tax-related matters of big businesses, large
businesses are allowed to seek confirmation on tax laws applicable from tax
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administrations in respect of future transactions and other economic activities.
Corresponding tax administrations should provide requested confirmation service
accordingly.

International Taxation Administration
In the international tax arena, the Chinese tax administration has continuously
enhanced international tax management, as required for further development of
an open economy.

Preventing and Cracking Down on International Tax Evasion and
Avoidance
In 2015 the SAT stepped up its efforts on anti-avoidance, at both the level of tax
administration and at the level of improving the tax system itself. It has attached
equal importance to prevention and inspection, and improved the "anti-avoidance
triad" of administration, service and audit.
The SAT continued to intensify its cooperation with international organizations and
foreign counterparts. It has participated in the BEPS project initiated by the G20
and OECD, in which the SAT has been a proponent of the new international tax
concept that taxing rights must accord with the location of economic activity and of
value creation. In this regard the SAT has contributed significantly to the design of
transfer pricing rules. SAT has also taken part in the revision of the United Nations

Practical Manual on Transfer Pricing for Developing Countries by calling for
attention to practical issues faced by developing countries in their transfer pricing
practices and solutions thereto, and continued honoring its commitment to building
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fairer international rules.
The SAT promulgated Measures for the Administration of General Anti-

Tax Avoidance in 2015, a document that standardizes the operational and
administrative procedures for countering tax avoidance. To prevent businesses
from moving their profits to low-tax jurisdictions, it released the Announcement

on Enterprise Income Tax Issues concerning the Disbursement of Expenses
by Enterprises to Their Overseas Related Parties , which states the basic
principles and administrative requirements in relation to expense disbursement
to overseas related parties. It also revised the Implementation Measures for

Special Tax Adjustments (Provisional) by combining the concepts emerging
from the G20 work together with practical administrative experience from
application of China's anti-avoidance rules. The revised version, which is
expected to be released in 2016, will include detailed stipulations on issues such
as contemporaneous documentation, intangible assets, intra-group service and
location-specific factors.
The SAT raised 61 billion RMB tax revenue from anti-avoidance work in 2015,
with a year-on-year increase of 16%. Of the above 61 billion of tax revenue, 41
billion was collected from tax administration, 8.4 billion from tax service, and
11.6 billion from tax investigation.

Advance Pricing Arrangements (APA) and Mutual Agreement
Procedures (MAP)
In order to give more certainty to taxpayers and eliminate international double
taxation, the SAT has actively engaged in APAs and MAP. By the end of 2015,
it had signed 51 bilateral APAs and had made 43 transfer pricing corresponding
adjustments. During the 12th Five-Year Plan (2011-2015) period, SAT eliminated
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international double tax exposures of 18.7 billion RMB for Multinational
Enterprises (MNEs).

Strengthening Tax Administration of Non-Residents
In recent years, the SAT has formulated a series of tax measures targeting
foreign contractors conducting engineering projects in China, or offering labor
services, in relation to permanent establishments, as well as administering tax
more rigorously in relation to China-sourced income. The SAT has established
relatively robust non-resident tax management system. In 2015 SAT continued
its efforts on improving management of non-resident taxation by strengthening
risk management of non-residents, introducing IT applications to international
taxation, implementing reform of the administrative approval system (e.g.
eliminating the requirement for approval before non-residents enjoy treaty
benefits), streamlining administrative procedures, and giving non-resident
taxpayers quick and convenient access to treaty benefits and quality services.
The tax revenue from non-resident taxpayers amounted to 152.7 billion RMB in
2015, with a year-on-year increase of 12.7%.

Upgrading Tax Administration and Services for Outbound
Investment
A division responsible for managing overseas taxation was set up within the SAT
in 2015 and a tax service and administration system for outbound investment
was created. This division has explored a variety of channels, namely the official
website, hotline 12366, newspapers, brochures, walk-in offices, to brief the
taxpayers on tax treaties, taxation policies on outbound investment, resolution
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of tax disputes, and countermeasures. It has also published country-specific
investment guides for taxation purposes, provided tax consultancy to outbound
investors, and helped Chinese outbound investors resolve tax disputes or double
taxation through MAP with corresponding authorities.

Tax Inspection
Tax Inspection Bureaus at all levels are mandated to investigate and settle cases
involving breach of tax laws and regulations. They conduct investigations to fight
against tax crimes and prevent tax loss in key industries and regions. In line with
the Implementation Plan for Random Investigations , Tax Inspection Bureaus have
randomly inspected key enterprises for taxation purposes and brought deliberate
non-compliers to justice. This increases the compliance of taxpayers by cracking
down on crimes relating to counterfeited invoices and restoring the order of
taxation.

Serious Tax Crimes
Tax Inspection Bureaus have stepped up their efforts to crack down on serious
tax crimes, with the focus on crimes relating to counterfeited VAT invoices and
export refund fraud. In 2015, there were 856 cases being investigated with each
exceeding 10 million RMB.

Targeted Sectors
In 2015, tax inspection bureaus carried out campaigns on targeted industries.
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This was especially in relation to those in the real estate and construction sectors,
businesses claiming export tax refund/exemptions, taxpayers concluding stock
transfer activity for PIT purposes through local commercial banks, as well as
higher-income individuals and enterprises with heavy pollution, high energy
consumption and overcapacity. These campaigns have raised tax revenue of 89.0
billion RMB and restored order to tax administration.
With the assistance of the Public Security and the Customs authorities, Tax
Inspection Bureaus avoided tax loss of 9.1 billion RMB thanks to its campaigns
against export refund fraud.

Corporations of Revenue Significance
Since 2006, the SAT has organized and coordinated audit campaigns on over 200
key enterprises, making up revenue loss of 87.3 billion RMB by the end of 2015.
The targeted enterprises were from sectors like railway transportation, finance,
insurance, telecommunications, petroleum, petrochemical industry and etc. These
campaigns have not only improved compliance of those audited enterprises, but
also made significant implications for other enterprises in the same sectors.

Invoice-Related Crimes
In 2008, the National Joint Task Force, Comprising officials from tax, public
security and finance administrations, was set up to organize and coordinate the
campaigns against invoice-related crimes waged by different units in different
regions.
In 2015, the SAT and Ministry of Public Security jointly supervised and handled
a large number of invoice-related crimes in the course of China's Business Tax to
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VAT Reform, like over-stated VAT invoices, export refund fraud and production
and sale of counterfeited invoices. Table 9 below demonstrates the achievements of
the campaign against invoice-related crimes from 2009 to 2015.

Table 9 Results of Campaigns against Invoice-related Related Crimes (2009-2015)
2009

2010

2011

2012

2013

2014

2015

Total

Cases (in
Thousand)

21.8

44.4

90

110

91

102

95.2

554.4

Number of
invoices
(in Million)

92

660

350

135

130

64

31

1,462

Criminal Dens
involved

1,498

3,291

4,771

1,388

1,414

3,000

Criminal groups
involved

844

1,593

400

660

549

432

382

4,860

Number of Co.
Examined
(in Thousand)

28.3

74.8

80

100

89

99

176.7

647.8

Losses Recovered
(in Billion RMB)

1.7

4.6

7.1

10.2

13.8

12.9

17.9

68.1

2,678 18,040

Export Refund Management
In 2015, the SAT adopted the Administrative Standards on Export Refund to
administer categorized taxpayers and delegated the approval authority to tax offices
at lower levels. These measures effectively helped qualified taxpayers receive their
refund in full amount and in a timely manner, alleviated their cash flow pressure,
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and bolstered China's foreign trade. Across the country, a total of 1.28 trillion RMB
was refunded or exempted, with a year-on-year increase of 13%.

Adopting Administrative Standards on Export Tax Refund
Administrative Standards on Export Tax Refund and Exemption (Version 1.0) was
implemented to set out the administrative procedures for giving export tax refund
and exemption, clarify items to be reviewed, and set the time limit of operations.

Conducting Diverse Treatments to Exporting Taxpayers
With the diverse treatment approach in place, exporters are grouped into four
categories by their tax credit rating and compliance history and treated differently
in their refund claims. This approach has enhanced voluntary compliance by
entitling Class 1 exporters with high compliance records to streamlined claiming
procedures and favored treatments, whereas putting exporters with low compliance
records under strict scrutiny in refund matters.

Delegating the Approval Authority
Since April 1 2015, the authority to approve export tax refunds for manufacturers
has been delegated from tax administrations at municipal level to those at county/
district level. To further reduce administrative burdens, this practice has been
extended to foreign trade enterprises in selected regions.
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Development of IT-Based Taxation
◇

VAT Administration Information System

◇

China Taxation Administration Information System (CTAIS)

◇

Golden Tax Project Phase III

T

he IT development in taxation started from scratch in the
1980s. Rapid development ever since has helped the SAT
build an existing integrated and web-based information

system.

The current SAT information system consists of the VAT Administration
Information System, the China Taxation Administration Information
System and the Golden Tax Project Phase III.
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VAT Administration Information System
In 1994 China unveiled its VAT reform as part of its tax reform agenda. To
strengthen the administration of VAT special invoices, the SAT launched a pilot
program to employ the anti-counterfeiting tax control system and the computerized
cross-checking system in some regions. This inaugurated the Golden Tax Project
Phase I, which has played an active part in improving VAT administration.
On the basis of experience and lessons learned from the Golden Tax Project Phase
I, the SAT started the Golden Tax Project Phase II in 1998. Four sub-systems under
the anti-counterfeiting tax control system came into operation in the process of
invoicing, e-certificate, cross-checking and investigation in 2001. By July 2003 all
of the general VAT taxpayers (above a specified turnover threshold) across China
were covered by the anti-counterfeiting tax control system, which marked the
successful conclusion of the Golden Tax Project Phase II. With the systematization
and standardization of VAT administration, the crimes with respect to counterfeited
VAT invoices have decreased and VAT administration has become more effective
and efficient.
Based on the Golden Tax Project Phase II, the SAT has exerted further efforts
to develop an IT-based VAT administration. At present, the VAT Administration
Information System is a circular system composed of six sub-systems, which
control invoicing, e-certificate, filing, cross-checking, verification and referral
investigation respectively ( see Figure 15 ). The system has helped in enhancing
the efficiency of VAT administration, improved the quality of the taxpayer service,
reduced the cost of collection, and prevented tax loss. It has also contributed a lot
to the goals of maintaining steady stream of VAT revenues, building a level playing
field and maintaining steady growth of tax revenues in China.
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Figure 15 VAT Administration Information System
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The VAT Administration Information System consists of six sub-systems:
◆

The invoicing sub-system. It employs the numerical code and electronic
information storage techniques to increase the system's capability to detect false
VAT invoices. It helps the tax administration to obtain a correct understanding
of the seller's invoicing information, so that tax revenues are monitored and
controlled at source.

◆

The VAT e-certificate sub-system. It scans, deciphers and compares the ciphered
and plain texts on VAT invoices to authenticate the invoice. The data are then
fed into the cross-checking sub-system or the invoice crime investigation subsystem.

◆

The VAT filing sub-system. It reviews the invoice information submitted by
taxpayers and feeds it into the cross-checking sub-system.

◆

The cross-checking sub-system. It compares the VAT invoice information from
the buyer with that from the seller online.

◆

The verification sub-system. It verifies and handles the mismatched VAT
invoices selected and fed by the cross-checking sub-system, and refers the
invoices suspected of tax evasion and fraud to the invoice crime investigation
sub-system.

◆

The invoice crime sub-system. It refers the invoices that are suspected of
being involved with breach of tax laws and regulations from the verification
and e-certificate sub-systems to the appropriate tax administrations in another
region. The SAT oversees the crime investigation via the sub-system to make
sure the investigation proceeds effectively and efficiently.

74

Development of IT-Based Taxation

In 2015, an updated VAT Invoice Processing System was rolled out for nationwide
use. Building upon the intergration of the precious three VAT anti-counterfeiting
systems, namely Tax Control System, cargo transportation VAT invoice system and
e-certificate and cross-checking system, the new system has the following features:
◆

collecting a complete set of data. The new system collects all the numerical and
textual information on the invoice, including name of taxpayer, name of the
goods, unit price, quantity, tax liability, tax rate, etc.

◆

transferring information in real time. The new system shifts from the offline
invoicing and regular reporting to online, real-time uploading of information to
tax administrations.

◆

keeping electronic copies of original records. Taxpayers' invoices are all
digitally certificated and signed, which will be sent to the tax administrations'
electronic database as original records via the monitored loop.
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China Taxation Administration Information System
(CTAIS)
In 1999, the SAT developed and piloted the core taxation system, China Taxation
Administration Information System (CTAIS), in order to standardize the operational
procedures, share data, and improve IT-based taxation in China.
The CTAIS system was put into use in state tax offices in 34 provinces,
municipalities and autonomous regions, which centralized data at the provincial
level in 2003. The system covers all types of taxes that fall under the jurisdiction
of state tax offices, and involves such operations as registration, filing, reporting,
payment, invoice administration, investigation, and accounting. It also links the tax
administrations with, among others, banks and the National Treasury to achieve
cross-agency collaboration. The system has:
◆

intensified control on taxpayers. With the CTAIS system, tax administrations
shift from ex-ante administration over taxpayers to comprehensive
administration throughout the whole taxing process.

◆

strengthened supervision of law enforcement. All the operations are kept
under the scrutiny of computers, thus avoiding the possibility of casual law
enforcement by tax officials and standardizing their enforcement actions. The
system helps build a just, open and fair environment for taxpayers.

◆

enhanced decision-making and work efficiency. The system gathers a large
volume of original tax-related data by various means and has these data stored,
processed, exchanged and analyzed. It has enhanced the accuracy and reliability
of decision-making as well as work efficiency.

◆
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have access to services irrespective of time and place. They can file their returns
online, by phone or by other means and obtain taxpayer services through SMS,
websites, telephones and self-service terminals.

Golden Tax Project Phase III
As part of China's e-government project, Golden Tax Project Phase III is designed
to create an information system that links with other relevant agencies and covers
all the taxes and processes for which both the SAT offices and local taxation
administrations are responsible. The information system consists of four subsystems, namely collection, administration, third-party information and support &
decision-making.
In December 2014, the first phase of the Golden Tax Project Phase III was completed.
By the end of 2015, the infrastructure and main application system for the Golden
Tax Project Phase III were put into service by tax administrations in 14 provinces
and autonomous regions (i.e. Ningxia, Hebei, Guangxi, Guizhou, Yunnan, Hunan,
Hainan, Gansu, Qinghai, Anhui, Sichuan, Jilin, Xinjiang and Tibet).
As the Golden Tax Project extends across the country, continuous efforts are made
on improving the functionality, performance and user-friendliness of the system.
To extend data operation standards to all tax matters and to further deploy data
strategies, the SAT Head Office has contralized data management, and has rolled
out specifications on data operations at all levels of tax administrations.
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◇

Multilateral Exchanges and Cooperation

◇

Bilateral Exchanges and Cooperation

◇

Expanding EOI Network

◇

Expanding Tax Treaty Network

B

eing an active player in international tax arena, the SAT works
closely with international partners in exchange of information,
cross-border collaboration and multilateral actions. The SAT

is committed to cooperating with other tax jurisdictions to ensure an
open, vibrant and level playing field, contributing to the balanced and
sustainable development of the global economy.
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Multilateral Exchanges and Cooperation
The SAT has been active in exchanges on tax matters under the G20 framework,
including the Base Erosion and Profit Shifting (BEPS) Project. It has stepped up its
cooperation with the OECD, IMF and BRICS countries. It has advocated the FTA
cooperation format and spared no effort in establishing the JITSIC platform. In
2013, the SAT signed the Convention on Mutual Administrative Assistance in Tax

Matters . Then in 2015, the SAT signed its first Multilateral Competent Authority
Agreement on Automatic Exchange of Financial Account Information .

Exchanges and Cooperation under the G20 Framework
Since 2013, China has actively participated in the BEPS project initiated by the
OECD with the authorization from G20. China worked hard in attending meetings
on various topics, doing research, holding negotiations and giving feedback. So far
the SAT has attended 86 BEPS meetings and negotiations, and expressed China's
positions and recommendations on all the 15 actions. Drawing on the BEPS
deliverables, the SAT has promulgated a range of policies concerning international
taxation, such as anti-avoidance, non-resident taxation, and outbound investment
taxation, etc.

Participation in FTA Activities
The SAT has sent delegates to attend seven FTA sessions since 2005. In 2015, It
attended two FTA Bureau meetings and engaged in the research of 9 programmes,
i.e. overseas compliance, JITSIC, large business, MAP, tax administration's
capacity building, small and medium-sized enterprises, electronic service, advanced
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analysis, and compilation of Tax Administration publications.
The 10th FTA Meeting is to be held in Beijing from 11-13 May 2016.

Participation in OECD Activities
The SAT started to take part in some CFA work from 1996, and such involvement
has deepened since China became a formal CFA observer in 2004. In 2015, the
SAT and the OECD signed its MoU for Cooperation 2016-2018 , which covers the
various forms of cooperation in 19 areas including tax policy, tax administration,
and international taxation. Key results:
◆

The SAT attended the technical meetings held by CFA and its subsidiaries as
well as Global Forum on Transparency and Exchange of Information for Tax
Purposes, and served as the vice-chair of No. 10 Working Party on Exchange of
Information and Tax Compliance.

◆

The SAT actively participate in revising the Model Tax Convention on Income

and on Capital, and OECD Transfer Pricing Guidelines for Multinational
Enterprises and Tax Administrations.
◆ The SAT sent tax experts to instruct at OECD Global Relation Programme events.
◆

The SAT sent over 100 tax officials to attend Global Relation Programme events held
in OECD Multilateral Tax Centers in Seoul, Ankara, Budapest, Vienna and Mexico.

◆

The SAT worked with the OECD to hold seminars in China and invited OECD
experts and tax officials from other countries to attend the seminars.

◆

The SAT and the OECD have set up the "OECD-SAT Multilateral Tax Center"
to provide training courses for tax officials from developing countries in Asia,
Africa and Latin America, etc.

81

State Administration of Taxation Annual Report 2015

Cooperation with IMF
In 2015, the SAT carried out its 3-year technical cooperation agreement (2013-2015)
with the IMF. In 2015, the SAT received two expert delegations (Missions) from
the IMF, with one focusing on the topic of tax administration law and the other on
the PIT. It also accepted seven short-term visiting experts researching on large
business management.

Participation in the BRICS Activities
The mechanism was first established in 2013 for the BRICS Tax Commissioners
to meet regularly. In November 2015, the SAT Commissioner Wang Jun
attended the Meeting of BRICS Heads of Tax Authorities held in Russia, during
which attending parties reached consensus on cooperation in the following
areas:
1) implementing the BEPS deliverables; 2) implementing the Common
Reporting Standards for financial account information; 3) providing technical
assistance to developing countries; and 4) increasing the influences of the
BRICS tax authorities.

Pushing Forward SGATAR Reform
The Study Group on Asian Tax Administration and Research (SGATAR) is the
only official organization for collaborations on tax administration in the AsiaPacific region. In 2013, the organization started its reform, aiming at enhancing
the performance of tax administrations through encouraging collaboration among
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its members. As a member of the organization, the SAT has actively involved in
STAGAR's reform agendas. At the 45th SGATAR Meeting in 2015, the SAT took
part in discussions on all reform items, such as cooperation framework paper and
mobilization of training resources.

Helping Developing Countries with Capacity Building
The SAT helps developing countries in Asia, Africa and Latin America with their
capacity building in a variety of ways, including legislative consultation, topical
discussions, expert support, experience sharing and technical assistance. Two
seminars on Tax Administration and Taxpayer Service were held in China in
2015, with 82 tax officials from 18 Asian, African and Latin American countries
participated.

Bilateral Exchanges and Cooperation
In accordance with the bilateral cooperation agreements and MoUs with the tax
administrations of Korea, Japan, the Netherlands, France, Mongolia, Argentina,
Kenya, Kyrgyzstan and Ethiopia, the SAT has engaged in bilateral meetings and
exchanges with their leaders or at operational level. the SAT regularly invites
foreign tax experts to give lectures in China. In 2015, tax experts from France, the
UK, and the Netherlands were invited to give lectures on revenue statistics and
analysis, PIT, EOI, risk management, taxpayer service, and anti-avoidance.
As part of its talent development program, the SAT selects and seconds on a
regular basis tax officials to participate in internships or topical trainings outside
of mainland China. In 2015, eight tax officials from the Elite Tax Experts Program
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and three young talented tax officials were sent to work as interns in the Hong
Kong offices of the four most famous accounting firms in the world. Two young
tax officials were sent to work in International Bureau of Fiscal Documentation in
the Netherlands. The SAT also selected and sent tax officials to the Netherlands,
France, the UK, Germany, Austria, Canada, the US, Korea, Brazil and Australia
to receive training on the topics of compliance risk management, international
taxation, large business audit, tax administration and performance management,
BEPS, transparency and exchange of information for tax purposes, taxpayer
service, and general anti-avoidance.
Table 10 illustrates the foreign tax administrations visited China and held bilateral
communications and activities with the SAT in 2015.

Table 10 Visits to the SAT in 2015
Jurisdictions

No. of Visitors

Korea, Japan, Malaysia, India, France, the Netherlands, the UK,
the US, Canada, Italy, Spain, Ethiopia, Chile, Romania, Cambodia,
Cameron, Ecuador, Dominican Republic, Ghana, Jamaica, Lesotho,
Malawi, Mauritius, Venezuela, Zambia, Armenia, Bhutan, Egypt,
Iraq, Liberia, Moldova, Mongolia, Sri Lanka, Zimbabwe, Chinese
Taipei, Chinese Hong Kong, and Chinese Macao,etc.
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Expanding EOI Network
In the 1990s, the exchange of information on request was the main form of EOI.
The SAT responded to specific requests from about ten countries including the US
and the UK, and sent out its specific requests mainly to six countries like Japan
and the US. As China blends into the world economy in the 21st century, its rate of
exchange of information for tax purposes has accelerated. China has maintained
stable working relationship with over 50 tax jurisdictions in aspect of EOI in 2015.
the SAT reviews over 400 cases of EOI on request annually, and has started to pilot
EOI with other countries through the JITSIC platform.
China signed the Multilateral Convention on Mutual Administrative Assistance in

Tax Matters in August 2013 (see Table 11). The Convention became binding for
China on 1 February 2016 and will be implemented by China on 1 January 2017.
China also signed TIEAs with 10 tax jurisdictions including Bahamas, British
Virgin Islands, Isle of Man, Guernsey, Jersey, Bermuda, Argentina, Cayman Islands,
San Marino, and Liechtenstein, and all of the TIEAs are in force and implemented
(see Table 12). China's mutual administrative assistance network has expanded to
cover major trade partners, and low tax jurisdictions which have frequent economic
ties with China.
In 2014, China promised that the Standard for Automatic Exchange of Financial

Account Information would be implemented by China in September 2018, and now
it is preparing for the work. In the future, China will be able to combat tax evasion
and avoidance more effectively using the information of foreign accounts, which
acquires through AEOI with major economies and financial hubs in the world.
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Table 11 Multilateral Tax Conventions Signed by the Chinese Government
DD.MM.YYYY
SN

Name

Signed on

Effective

Applicable

from

since

01.02.2016

01.01.2017

Signed by

Multilateral Convention
1

on Mutual Administrative

27.08.2013

WANG Jun

Assistance in Tax Matters

Table 12 TIEAs Signed by the Chinese Government
DD.MM.YYYY
SN

Jurisdiction

Signed on

Effective from

Applicable since

1

Bahamas

01.12.2009

28.08.2010

01.01.2011

07.12.2009

30.12.2010

01.01.2011

QIAN Guanlin

2

British Virgin
Islands

Signed by
HU Dingxian
(Ambassador)

3

Isle of Man

26.10.2010

14.08.2011

01.01.2012

XIAO Jie

4

Guernsey

27.10.2010

17.08.2011

01.01.2012

XIAO Jie

5

Jersey

29.10.2010

10.11.2011

01.01.2012

XIAO Jie

6

Bermuda

02.12.2010

31.12.2011

01.01.2012

WANG Li

7

Argentina

13.12.2010

16.09.2011

01.01.2012

XIAO Jie

8

Cayman Islands

26.09.2011

15.11.2012

01.01.2013

SONG Lan

9

San Marino

09.07.2012

30.04.2013

01.01.2014

XIAO Jie

10

Liechtenstein

27.01.2014

02.08.2014

01.01.2015

(Counsel-General in

LIANG Jianquan
Zurich)
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Expanding Tax Treaty Network
China started its negotiation of tax treaties in 1981, and had signed 101 tax treaties
with other countries and 2 arrangements with Hong Kong SAR and Macao SAR by
the end of 2015. A tax treaty was also signed by Association of Relations across the
Taiwan Straits (on behalf of Chinese Taipei) and Straits Exchange Foundation (on
behalf of mainland China) in 2015.
Table 13 Tax Treaties between China and Other Countries
DD.MM.YYYY
Country

Signed on

Effective from

Country

Signed on

Effective from

Japan

06.09.1983

26.6.1984

USA

30.04.1984

21.11.1986

30.05.1984

21.02.1985

26.07.1984

23.12.1984

27.06.2011

13.12.2013

10.06.1985

14.05.1986

28.03.2014

(Not effective
yet)

25.02.1986

21.12.1986

18.04.1986

11.12.1986

11.07.2007

18.09.2007

France

UK
26.11.2013

28.12.2014

18.04.1985

11.09.1987

Belgium

Malaysia

Germany
07.10.2009

29.12.2013

23.11.1985

14.09.1986

26.03.1986

22.10.1986

16.06.2012

27.12.2012

Denmark

①

Norway

Singapore

① The Chinese government signed AGREEMENT FOR THE AVOIDANCE OF DOUBLE TAXATION
WITH RESPECT TO TAXES ON INCOME AND CAPITAL and AGREEMENT FOR THE AVOIDANCE
OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO
TAXES ON INCOME with the government of Federal Republic of Germany and the government of
German Democratic Republic respectively on June 10, 1985 and June 8, 1987. Federal Republic
of Germany and German Democratic Republic united as Federal Republic of Germany on October 3,
1990. The AGREEMENT BETWEEN THE PEOPLE'S REPUBLIC OF CHINA AND THE FEDERAL
REPUBLIC OF GERMANY FOR THE AVOIDANCE OF DOUBLE TAXATION WITH RESPECT TO
TAXES ON INCOME AND CAPITAL signed on June 10, 1985 continues to be applicable to the
united Federal Republic of Germany.
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（continued）
Country

Signed on

Effective from

Country

Canada

12.05.1986

29.12.1986

Finland

Signed on

Effective from

12.05.1986

18.12.1987

25.05.2010

25.11.2010

Sweden

16.05.1986

03.01.1987

New Zealand

16.09.1986

17.12.1986

Thailand

27.10.1986

29.12.1986

Italy

31.10.1986

14.11.1989

13.05.1987

05.03.1988

11.06.1987

23.12.1987

31.05.2013

31.08.2014

Czechoslovakia
(applicable to
Slovakia) ①

Poland

07.06.1988

07.01.1989

Australia

17.11.1988

28.12.1990

Yugoslavia
(applicable to
Bosnia and
Herzegovina ) ②

02.12.1988

16.12.1989

Bulgaria

06.11.1989

25.05.1990

Pakistan

15.11.1989

27.12.1989

Kuwait

25.12.1989

20.07.1990

Netherlands

① The Chinese government signed the AGREEMENT FOR THE AVOIDANCE OF DOUBLE
TAXATION AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON
INCOME with the government of the Czechoslovak Socialist Republic on June 11, 1987. The
Agreement continued to be applicable when the Czechoslovak Socialist Republic changed its name
as Czech-Slovak Federal Republic, Czech and Slovak Federal Republic in 1990. Czech and Slovak
Federal Republic was dissolved into the Czech Republic and the Slovak Republic on January 1,
1993, and the above mentioned Agreement was still applicable to China and the two countries. The
Chinese government signed the AGREEMENT FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME with the
government of Czech Republic on August 28, 2009, which has come into force.
② The Chinese government signed AGREEMENT FOR THE AVOIDANCE OF DOUBLE TAXATION
WITH RESPECT TO TAXES ON INCOME AND CAPITAL with the federal parliament executive
committee of the Socialist Federal Republic of Yugoslavia (Yugoslavian government) on December
12, 1988. Yugoslavia was dissolved later and the Ministry of Foreign Affairs reported that the
Agreement would be a legacy for the countries after dissolution. The Chinese government signed
AGREEMENTS FOR THE AVOIDANCE OF DOUBLE TAXATION WITH RESPECT TO TAXES
ON INCOME AND CAPITAL with countries after dissolution. Bosnia and Herzegovina is the only
one country left without singing new treaty with China, so the above mentioned agreement is still
applicable to China and Bosnia and Herzegovina.
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Country

Signed on

Effective from

06.07.1990

27.09.1991

Switzerland

Country

Signed on

Effective from

Cyprus

25.10.1990

05.10.1991

25.09.2013

15.11.2014

Spain

22.11.1990

20.05.1992

Romania

16.01.1991

05.03.1992

Austria

10.04.1991

01.11.1992

Brazil

05.08.1991

06.01.1993

Mongolia

26.08.1991

23.06.1992

Hungary

17.06.1992

31.12.1994

02.02.1993

20.03.1994
UAE

01.07.1993

14.07.1994

Korea

28.03.1994

27.09.1994

Papua New
Guinea

14.07.1994

16.08.1995

Malta
18.10.2010

25.08.2011

12.03.1994

28.07.1995

27.05.1994

10.04.1997

13.10.2014

(Not effective
yet)

India

18.07.1994

19.11.1994

Mauritius

01.08.1994

04.05.1995

Croatia

09.01.1995

18.05.2001

Belarus

07.01.1995

03.10.1996

Slovenia

13.02.1995

27.12.1995

Israel

08.04.1995

22.12.1995

Vietnam

17.05.1995

18.10.1996

Turkey

23.05.1995

20.01.1997

Ukraine

04.12.1995

18.10.1996

Armenia

05.05.1996

28.11.1996

Jamaica

03.06.1996

15.03.1997

Iceland

03.06.1996

05.02.1997

Lithuania

03.06.1996

18.10.1996

Latvia

07.06.1996

27.01.1997

Uzbekistan

03.07.1996

03.07.1996

Bangladesh

12.09.1996

10.04.1997

Luxembourg

Russia
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（continued）
Country

Signed on

Effective from

Country

Signed on

Effective from

Yugoslavia
(applicable to Serbia
and Montenegro) ①

21.03.1997

01.01.1998

Sudan

30.05.1997

09.02.1999

Macedonia

09.06.1997

29.11.1997

Egypt

13.08.1997

24.03.1999

Portugal

21.04.1998

07.06.2000

Estonia

12.05.1998

08.01.1999

Laos

25.01.1999

22.06.1999

Seychelles

26.08.1999

17.12.1999

Philippines

18.11.1999

23.03.2001

Ireland

19.04.2000

29.12.2000

South Africa

24.04.2000

07.01.2001

Barbados

15.05.2000

27.10.2000

Moldova

07.06.2000

26.05.2001

Qatar

02.04.2001

21.10.2008

Cuba

13.04.2001

17.10.2003

Venezuela

17.04.2001

23.12.2004

Nepal

14.05.2001

31.12.2010

Kyrgyzstan

12.09.2001

27.07.2003

Indonesia

07.11.2001

25.08.2003

Oman

25.03.2002

20.07.2002

Nigeria

14.04.2002

21.03.2009

Tunisia

16.04.2002

23.09.2003

Iran

20.04.2002

14.08.2003

Bahrain

16.05.2002

08.08.2002

Greece

03.06.2002

11.11.2005

Kyrghyzstan

24.06.2002

29.03.2003

Morocco

27.08.2002

16.08.2006

Sri Lanka

11.08.2003

22.05.2005

Trinidad and
Tobago

18.09.2003

22.05.2005

Albania

13.09.2004

28.07.2005

Brunei

21.09.2004

29.12.2006

Azerbaijan

17.03.2005

17.08.2005

① The Chinese government signed AGREEMENT FOR THE AVOIDANCE OF DOUBLE TAXATION
AND THE PREVENTION OF FISCAL EVASION WITH RESPECT TO TAXES ON INCOME with
Federal Republic of Yugoslavia (Yugoslavian government) on March 21, 1997. The Agreement
continued to be applicable when the Federal Republic of Yugoslavia changed name as Serbia and
Montenegro on February 4, 2003. On June 3, 2006, Serbia and Montenegro separated into the
Republic of Serbia and the Republic of Montenegro, and this Agreement is still applicable to China
and these two countries.
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Country

Signed on

Effective from

Country

Signed on

Effective from

Georgia

22.06.2005

10.11.2005

Mexico

12.09.2005

01.03.2006

Saudi Arabia

23.01.2006

01.09.2006

Algeria

06.11.2006

27.07.2007

Tajikistan

27.08.2008

28.03.2009

Ethiopia

14.05.2009

25.12.2012

Czech

28.08.2009

04.05.2011

Turkmenistan

13.12.2009

30.05.2010

Zambia

26.07.2010

30.06.2011

Syria

31.10.2010

01.09.2011

Uganda

11.01.2012

(Not effective
yet)

Botswana

11.04.2012

(Not effective
yet)

Ecuador

21.01.2013

06.03.2014

Chile

25.05.2015

(Not effective
yet)

Zimbabwe

01.12.2015

(Not effective
yet)

Table 14 Tax Arrangements between Mainland China and Hong Kong SAR & Macao SAR
DD.MM.YYYY
Region

Signed on

Effective from

Macao

27.12.2003

30.12.2003

Hong Kong

21.08.2006

08.12.2006

Table 15 Tax Treaty between Mainland China and Chinese Taipei
DD.MM.YYYY
Region

Signed on

Effective from

Taiwan

25.08.2015

(Not effective yet)
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