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Since 1994, Mr. JI Feng began his service in tax collection,
taxpayer management and tax audits at Foreign Taxation Office
WUXI city branch of State Taxation Administration (STA).

In 2006, after ten years in field operations, he was selected to
work in the headquarter of STA and spent eight years in
international cooperation, tax treaty negotiations and
interpretations, non-resident taxation management and
outbound taxation monitoring. He was involved in treaty
negotiations or renegotiations with UK, France, Germany, Japan,
Mexico, Czech, Mauritius, Barbados, etc. He took an active role
in drafting and implementing tax circulars such as circular 698 of
2009 and initialing QFIl taxation rules. He gave lectures to local
tax officials nationwide and 12366 hotline staff on international
taxation issue time after time. He participated in OECD meetings
five times in Paris, OECD training courses twice in Vienna and
field trainings on foreign taxation in Canada and Australia. Listed
as team member of STA BEPS working panel.

During his Deloitte career starting from March 2014, he has
successfully assisted our clients in settling many sophisticated
and disputable tax issues, especially in international tax field.

He has a US LLM degree in taxation and bears certificates of
Chinese Lawyer Qualification, Registered Tax Agent and Top-
level Accountant.



Transparency in Tax Policy

1 Main Content:
» Tax Legislation: Historical Development

« Law Interpretation: Elaborated Explanation

« Information Exchange: Fast Automation

» Private Ruling: Keeping Pace with Times
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Tax Legislation: Historical Development

d Legislation Law

\/

** The basic tax system shall only be enacted by the law:

\/

** |If not been enacted by law so far, the National People's
Congress or its Standing Committee, according to actual
needs, has the authority to make a decision and
authorize the State Council to enact administrative
regulations on part of those affairs;
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List of current effective tax laws and regulations in China

(as of July 31, 2022)
Amount Contents
Tax laws 13 Fundamental |Enterprise Income Tax
law Individual income Tax
General law | Procedural: The Tax Collection and Administration
Substantial: Vehicle and Vessel tax, Vehicle purchase
tax, Tobacco tax, Environmental
protection tax, Deed tax, Cultivated
Land Occupation tax, Urban
Maintenance and Construction tax,
Resource tax, Ship tonnage, Stamp Duty
Administrative | 6

Provisional Regulations on the value added tax, the consumption

regulations tax, the Tariffs, the urban land use tax, the land value added tax,
the real estate tax of PRC

Ministerial The implementation measures for tax laws and regulations, etc.

regulations

Normative The executive interpretation and implementation procedures for tax

documents

laws, regulations and departmental rules
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Law Interpretation: Elaborated Explanation

[ Special requirements during Tax Circular drafting

7/

**  When the draft Circular is submitted for review, the

drafting department shall provide the interpretation
document at the same time, including

» the background and purpose of the draft circular,
the key points and difficult-to-understand points of
the content, the necessary examples and the
requirements of the measures to be implemented
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Circular Interpretation: Official Website of STA
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Case Study: Announcement of the STA [2018] No.9

In order to implement the treaties for the avoidance of double taxation signed by the government of
the People's Republic of China with foreign parties (hereinafter referred to as the "tax treaties”),
issues concerning the determination of status of "beneficial owners" under the articles with respect to
dividends, interest and royaities in the tax treaties are hereby announced as follows:

|. "Beneficial owners” refer to persons who possess the ownership of and the right of control over
their proceeds or rights or property based on which the proceeds are generated.

Il. When the status of residents of a counterparty who need to enjoy the treatment under the tax
treaties (hereinafter referred to as the "applicants") as "beneficiary owners" is determined, a
comprehensive analysis shall be conducted based on the factors set out in the present article and in
combination with the actual conditions of specific cases. In general, the following factors are not
conducive to the determination of an applicant's status as a "beneficial owner":
1. The applicant is obliged to pay 50% or above of the proceeds within 12 months upon receipt of the
proceeds to residents of a third country (region). The obligation includes agreed obligation and the
circumstance where there is no agreed obligation but the payment fact has been formed.
2. The business activities engaged in by the applicant do not constitute substantive business
activities. Substantial business activities include substantive manufacturing, distribution,
management and other activities. Whether the business activities engaged in by the applicant are
substantive shall be judged according to the functions actually performed and the risks assumed by
the applicant.
The substantive investment holding and management activities engaged in by the applicant may
constitute substantive business activities. Where the applicant engages in the investment holding
and management activities that do not constitute substantive business activities and engages in
other business activities at the same time, if the other business activities are not significant enough,
e2017. &74 such business activities do not constitute substantive business activities. XAt



Case Study: Interpretation of the Announcement
of STA [2018] No.9
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Case Study: Elaborated by 6 Holding Structure
Diagrams

Example 1 Example 2

Hong Kong resident A

_ (Government/Listed companies/
Hong Kong resident A o _
Individual residents)

(Government/Listed companies/
100%

Individual residents)

Hong Kong resident C

100%

Mainland resident Hong Kong resident B

Mainland resident

©2017. RTMELER , EHREHHE, TR X R 10



Case Study: Interpretation of the Announcement
of STA [2018] No.9

Example 3 Example 4

Hong Kong . Hong Kong Hong Kong
listed company Individual

resident Resident 100%

Hong Kong resident F

Government

Hong Kong resident E

100% in total

Hong Kong resident D

Mainland resident

Mainland resident
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Case Study: Interpretation of the Announcement
of STA [2018] No.9

Example 5 Example 6
Hong Kong resident F Singapore resident |
100% 100%
BV Singapore resident H

100%

100%

Hong Kong resident E Hong Kong resident G

Mainland resident

Mainland resident
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Article 26 of China-Japan DTA:
Information Exchange

1. The competent authorities of the Contracting States shall exchange such
information as is necessary for carrying out the provisions of this Agreement or of the
domestic laws of the Contracting States concerming taxes covered by this Agreement
msofar as the taxation thereunder 1s not contrary to the provisions of this Agreement.
or for the prevention of fiscal evasion with respect to such taxes. The exchange of
mnformation 1s not restricted by Article 1. Any information so exchanged shall be
treated as secret and shall be disclosed only to persons or authorities. including courts.
mvolved in the assessment or collection of the taxes covered by this Agreement or the
determiation of appeals 1n relation thereto.

2. In no case shall the provisions of paragraph 1 be construed so as to impose on a
Contracting State the obligation:

(a) to carry out admimistrative measures at vartance with the laws and the
adminmistrative practice of that or of the other Contracting State:

(b) to supply mformation which is not obtamable under the laws or in the
normal course of the administration of that or of the other Contracting
State: or

(¢) to supply information which would disclose any trade. business. industrial,
commercial or professional secret or trade process. or nformation. the
disclosure of which would be contrary to public policy.

VAT PR T B0

BN RRATR
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Information Exchange: Fast Automation

J Standard for Automatic Exchange of Financial

\/
0’0

Account Information in Tax Matters

In September 2014, China promised to implement the
Standard for Automatic Exchange of Financial Account
Information in Tax Matters(Hereinafter referred to as
"Standard" )formulated by the OECD, entrusted by the G20.
It aims to improve tax transparency by strengthening global
tax cooperation and crack down on tax evasion and
avoidance behavior taking advantage of overseas accounts.
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Information Exchange: Fast Automation

1 Standard for Automatic Exchange of Financial
Account Information in Tax Matters

+*»* This exchange refers to the financial institutions of one country
(region) identifying the accounts opened by individuals and
enterprises of tax residents of another country (region) in the
institution through due diligence procedures, and submitting
the name, taxpayer identification number, address, account
number, balance, interest and dividend and income from the
sale of financial assets of the above accounts to the competent
authorities of the country (region) where the financial
institutions are located on an annual basis. Then, the tax
authorities of the country (region) and the tax authorities of
the country of residence of the account holder carry out
information exchange, and finally realize the effective
supervision of cross-border tax sources by countries (regions).
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Information Exchange: Fast Automation

J Standard for Automatic Exchange of Financial
Account Information in Tax Matters

\/

** China has implemented the first Automatic Exchange
of Financial Account Information in Tax Matters in
September 2018.

*%* China has illustrated the image as a responsible
country and it will help to create a fair and transparent
international business environment.
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Private Ruling: Keeping Pace with Times

J The Operating Procedures for Replies to

Individual Tax Cases (for Trial Implementation)
(2012)

N/

** Article 2 Replies to individual tax cases refer to the
replies made by the tax authorities as how to
apply tax laws, regulations, rules or normative
documents to certain matters of some taxation
counterparts
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Private Ruling : Wal-Mart acquires Trust Mart
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Private Ruling: Facing Challenges

. The Operating Procedures for Replies to Individual
Tax Cases (for Trial Implementation) (2012)

*** |n terms of total amount, the number of
private ruling is relatively limited;

¢ For certain issues, tax authority tends to
solve it by promulgating more tax circulars
and guidelines.



Interactive Discussion
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