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第一章、前言
亞洲稅務行政及研究紐織(Study Group on Asian Tax Administration and Research，簡稱SGARTAR)成立於1970年，係亞太也區賦稅機關共同組成之國際性賦稅研究紐織。該組織日前計有13個會員體，包括包括澳洲、中國、香港、印尼、日本、韓國、馬來西亞、紐西蘭、菲律賓、新加坡、泰國、越南及我國等。
亞洲稅務行政及研究組織除每年由會員體輪流主辦年會外，另自l999年起每年召開工作階層會議，並於2002年召開第l屆訓練機構首長會議、聯合訓練計畫之觀念係於2002年間形成，不僅承認訓練稅務同仁之重要性，視為SGATAR會員體間分享專業及經驗之討論會，並自2003年舉辦第1屆聯合訓練計畫(Joint Training Program, JTP)。
亞洲稅務行政及研究組織第5屆聯合訓練計畫係於2007年6月18日至22日於泰國舉行，由地主國泰國賦稅署主辦。
第二章、與會國家及訓練課程經過簡介
亞洲稅務行政及研究組織第5屆聯合訓練計畫係於2007年6月18日至22日於泰國舉行，由地主國泰國賦稅署主辦，計有來自12個國家，包括澳洲、中國、香港、印尼、日本、韓國、馬來西亞、紐西蘭、菲律賓、新加坡、越南及我國等國家。本次聯合訓練計畫各會員國全部派員參加，每個會員國應派員2名，我國則由本部財稅人員訓練所組長、第一組專員及臺北市國稅局審查三科稅務員參與該項訓練。 

本次聯合訓練計畫我國與會人員於訓練前1天前抵達泰國，該國賦稅署派員前往接機，並送至本次訓練指定飯店Rose Garden Riverside，該飯店位於河畔，風景優美，環境清幽，所有課程及會議皆於該飯店獨立之會議中心舉行。 

本次第5屆聯合訓練開幕典禮於6月18日上午9時舉行，由泰國賦稅署署長Mr. Sanit Rangnoi致詞，並隨即進行拍照，藉調整位置合影使各國代表有初步接觸的機會，進而培養私人情誼。 

聯合訓練第1天上午由OECD荷蘭籍Mr. Matthijs Alink以「Overview of Cash Intensive Business」揭開正式課程之序幕；此外，地主國、澳洲、日本及韓國提出專題演講及相關案例研討分析，並由各會員國針對主題「Current practice in taxing the cash intensive business
 trends and challenges」作簡報。
以下就各訓練課程與會員國專題簡報逐一摘述內容。
第三章、訓練課程及各國報告
第一節、訓練課程
壹、OECD：現金密集產業綜覽
現金密集產業係指以現金交易方式為主的產業，如攤販、汽車銷售、藝術家、運動家、餐廳、咖啡廳、旅社等。該產業因採現金交易之特性，常因漏開發票，隱匿所得，造成租稅不公平，對許多國家而言，是個重要且複雜的問題。
在許多國家現金密集產業規模佔總體經濟規模的比例，是很難衡量的。但依據各國的實際經驗，現金密集產業大部分以中小型規模之獨資合夥事業型態出現。而對這些中小型獨資合夥事業，最大的納稅依從成本負擔就是複雜的法律規定。
一、現金密集產業面臨的主要風險問題：
(一)納稅者未辦風險登記。
(二)納稅者未辦理稅務申報。
(三)缺乏支付成本費用紀錄。
(四)缺乏納稅依從紀錄。
(五)缺乏完整的帳證紀錄。
(六)大多為特定組織型態的營利事業，如獨資、合夥。
二、策略方法：
納稅者未來的納稅依從度，將受到稽徵機關對待方式的影響──錯誤的對待方式，將導致錯誤的結果：
(1) 傳統方法：對不遵從納稅依從者，給予處罰。但這個方法往往造成納稅者被處罰後，業者馬上結束營業，規避稅負。
(2) 新的方法：當稽徵機關偵測到業者不遵從納稅依從者，不採取處罰方式，而是協助納稅者去遵從稅法規定。其方式及模型(如圖)如下：
1.對納稅人採取支持及指導方式，並向其說明納稅的理由，及納稅所產生的公共效益，必要時才採取制裁方式。
2.風險的處置方式係建立在公開而信賴的架構上：
(1)公開告訴納稅者，稽徵機關查核的業別及重點，讓納稅者有所警惕。
(2)公開告訴納稅者，那些行為是不被稽徵機關接受。
(3)稽徵機關查核人員於查核時，應用很堅定的語氣告訴納稅者，如果不配合，將用很嚴厲的方式執行。
納稅依從執行策略的模型圖：
          
[image: image1]
三、加強稅務稽查能力之ㄧ般原則與方法：
(1) 加強稽徵機關查核人員的處理能力：加強在職訓練、與相關單位合作(如與各產業協會）、即以正確公平的態度執行稅務的查核。
(2) 促進自願性的納稅依從：大部份OECD的國家，租稅系統著重在自我評估系統，亦即在最小的成本，達到最高的納稅依從，而自願性的納稅依從即是成本最小的租稅稽徵方法。
1.自願性納稅依從的障礙：
(1) 納稅者不知道法律的規定：”I did not know!You did not tell me what I needed to do！”
(2) 稅法很複雜，納稅者常常犯錯：”I made an errort！”
(3) 稅法的規定，對納稅者造成很高的納稅依從成本：”Its too costly difficult to comply！”
(4) 有些納稅者沒有設帳，或是即使有設帳，但也不完全：”They did not know how to keep good records or can not be bothered.”
(5) 有些納稅者甘願冒著被抓逃漏稅的風險，就是不願遵從納稅依從。
1、 有效率的納稅服務，可以促進納稅依從的達成：
(1) 幫助納稅者瞭解稅法規定。
(2) 制定簡單易懂、且低成本的納稅程序。
(3) 公開告訴納稅者，為了達到納稅依從，他們必須配合的事項。
(4) 公開告訴納稅者，不遵從（違反）納稅依從，是不被鼓勵的。
(3) 建立一個完整的課稅系統（包括納稅者納稅依從的型態）。
(4) 收集課稅資料。
(5) 教育納稅者。
(6) 法律規定明確化，讓納稅者有所遵循。
(7) 納稅依從之執行，尚須消費者的配合，應加強與消費者的溝通：
消費者在現金密集產業納稅依從之執行，扮演一個很重要的角色。因為消費者於消費購物時，如有索取發票，則業者就不易隱匿收入。所以要與消費者做以下溝通：
1.向消費者說明，消費購物時，如不索取發票或訂定契約，則會有購物的風險（如損失訂金、不提供售後服務等）。
2.向消費者說明，如果不索取發票或訂定契約，則會影響政府提供之社會福利政策，如學校教育、退休金等。
第三章、訓練課程及各國報告
第一節、訓練課程
貳、日本：租稅教育策略
一、組織
(一)組織、納稅義務人及稅目之關係：
	負責之稅務單位

	納稅義務人
	稅目

	個人稅單位
	個人
	自行申報所得稅
扣繳所得稅
消費稅等

	財產稅單位

	個人
	遺贈稅

	企業稅單位
	企業
	企業所得稅
扣繳所得稅
消費稅等

	徵收單位

	個人及企業
	所有稅目


(二)組織及租稅服務
並無專職之租稅服務單位，租稅服務由眾多稅務單位共同執行。
二、賦稅署之使命與任務
協助納稅義務人藉自行申報制度，穩當地自願完成納稅義務。
三、一般之租稅服務
(一)公共關係、租稅教育、稅務諮詢及資訊提供
1.租稅教育
(1)建立租稅教育設群，發行租稅教育參考書籍。
(2)在學校舉行租稅教育課程。
(3)於部分稅務單位設立常態租稅教育專用設施。
2.對納稅義務人簡報
(1)為使用藍色申報書之納稅義務人進行編製財務報表之簡報。
(2)扣繳義務人年底調整簡報。
(3)稅法最新訊息簡報。
(4)新設立企業簡報。
3.於稅務單位進行稅務諮詢
(1)由對各稅目皆具豐富經驗之稅務諮詢員負責。
(2)電話及面對面諮詢。
(3)稅務疑難回答。
4.回應事前詢問
(1)對於特定交易有稅法適用疑慮之納稅義務人得先詢問稅務單位，並先得到口頭回答。
(2)2001年9月起，賦稅署對於上開詢問開始給予書面回應，作為租稅服務之一環。
(二)使填寫申報書更為便利
1.藉賦稅署之網站，以資訊科技協助線上申報繳稅之工作。
2.週末亦提供稅務諮詢。
(三)藉資訊技術提升租稅服務
1.e-Tax系統協助納稅義務人填寫申報書。
2.以觸控電腦提供服務。
四、納稅義務人之管理
(一)察覺企業之變化
1.藉由變更通知書。
2.利用其他政府單位之資訊。
3.藉由申報書等。
4.藉由現場查核等。
(二)分組管理
1.基本管理系統：依某些標準將納稅義務人分類
(1)銷售額。
(2)行業別。
(3)目前營運情形。
2.監督企業集團及低依從度者。
3.優良的申報紀錄。
五、藍色申報書及記帳指導
(一)提升記帳水準
為何記帳是必須的？
1.自管理的觀點
(1)協助企業發展。
(2)促進管理階層之決策理性。
2.自租稅的觀點
自行申報制度
3.提升記帳水準之歷史
1947年，採行自行申報制度
1950年，建立藍色申報書制度
1984年，賦予使用白色申報書之納稅義務人記帳更多義務。
(二)自行申報制度及藍色申報書
1.建立藍色申報書制度之原因
納稅義務人清楚正確的記帳為自行申報制度之基石。
2.何謂藍色申報書制度？
(1)誰可以使用：經營房地產、商業及林業者。
(2)資格：先向稽徵機關首長申請核准，且帳簿憑證持續保存完整者。
3.得享受各式稅務優惠措施。
(三)藍色申報書主要優惠措施(以所得稅為例)

1.於所得計算方面
(1)得任列合理之家庭成員薪資費用。
(2)特別扣除額(最高日幣65萬元)。
(3)虧損得向前認列1年並向後認列3年。
2.於程序方面
(1)更正之限制。
(2)更正理由之揭露。
(3)得直接向國家稅務法庭上訴。
(四)使用白色申報書之納稅義務人記帳義務
強制記帳制度及相關法規促使納稅義務人接受自我申報制度，並促進租稅公平。
1.對外營業事項發生，皆須記錄並取得或給予憑證。
2.設立交易帳冊(得簡化記載)。
3.必須將損益表附於結算申報書。
(五)記帳指導
1.養成並建立記帳習慣。
2.推廣藍色申報書制度
(1)藉由公共關係。
(2)藉由稅務機關其其他私人團體之推薦。
(六)改進記帳之措施
1.藍色申報書之優惠。
2.稅務審查時之記帳指導。
3.各地區國稅局及稽徵所設置記帳業務專員
(1)向新設立企業推廣藍色申報書制度。
(2)訓練稅務同仁。
4.與私人團體合作。
5.針對不程式的納稅義務人嚴格審查。
(七)記帳情況之分級
A級：正確記帳並自行保存帳冊。
B級：帳冊部分缺漏，需要少數指導。
C級：延後入帳達3個月，或缺乏重要金額，需要一定時間之指導。
D級：完全未設帳，需要一定時間之指導。
(八)私人團體
1.藍色申報書之協會。
2.會計師協會。
3.日本租稅協會。
4.工商總會。
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第一節、訓練課程
三、韓國：現金收據系統
一、現金交易－稽徵機關之障礙
(一)全國私人消費以信用卡交易者占45.6%，現金交易仍高達54.4%。
(二)現金交易之問題：
1.獨資資本主與一般民眾之租稅負擔有顯著差異。
2.容易逃漏稅，稅捐機關難以察覺。
3.現金交易愈多，愈難查出所得。
(三)追蹤現金交易之限制：
1.以稅務基礎建設查得交易實情：信用卡交易及發票。
2.以人力查得交易實情：檢舉案件、資訊蒐集、稅務調查及對現金密集產業之特別管理。
3.現金交易仍難以偵查。
二、在現金上標記
(一)創新之方法－在現金上標記
必須同時考量營業人及消費者之便利、有效追蹤現金交易、先進之資訊科技環境及現成之信用卡系統，該國決定採行電子化解決方案。
(二)在世界上首度完成現金收據系統
消費者於採用該系統之商店以現金收據身分卡現金消費，取得現金收據，並於賦稅署網站登錄身分，賦稅署以前開身分卡的資料歸戶每一消費者之現金收據消費額；店家將現金交易訊息傳送至賦稅署；賦稅署於年終將給予消費者綜合所得稅扣除額。三方面之訊息交換為本系統之核心。
三、只要努力沒有做不到的事
(一)兩面之意見
1.消費者面：
(1)不感興趣：拿現金收據有何好處？而且所得稅扣除額太低。
(2)沒有習慣：拿收據太麻煩，沒時間拿。
2.營業人面：
(1)抵制登記為現金收據開立者：系統不重要，不開現金收據又沒關係。
(2)拒絕開立現金收據：不知道怎模操作現金收據設備，設備故障了。
(二)對本系統不滿意店家之改進步驟
1.降低登記成本：
(1)免費安裝系統設備。
(2)開發網路現金收據系統。
2.降低加重其租稅負擔之疑慮：
(1)加值稅減免。
(2)增加所得額之稅負減免。
3.加強拒絕守法企業之管理：採用警示系統。
4.賦稅署員工辛勤投入工作：試用上線測試、駐點訓練。
(三)改變消費者漠不關心態度之步驟
1.公開宣導現金收據：
(1)針對不同族群設計不同推廣措施。
(2)以抽獎制度引起注意。
2.改進收據開立方式：專屬之現金收據身分證。
3.增進使用者之便利：
(1)發展現金收據網站。
(2)現金電話服務中心。
4.採用消費這之意見：藉由不斷調查瞭解銷售者之需求。
四、為稅務機關開創新局
(一)自系統建立起推行24個月之成就
1.現金收據開立之數量為11億8千萬張，金額為51億7千萬美元。
2.已登記之商店數達140萬家，已登記之消費者達935萬人。
(二)節省人力資源：節省人力達2,131人。
五、成功之因素及願景
(一)成功之因素
1.消費者及營業人之共同努力
(1)商店持續自願登記為現金收據開立者。
(2)消費者對現金收據認知改變。
(3)索取現金收據成為趨勢。
2.行政機關間之緊密合作
(1)財政部及經濟部：為現金收據之租稅優惠提供依據並推動法案。
(2)計劃及預算部：爭取抽獎獎金之預算。
3.賦稅署之貢獻
(1)管理階層全力支持。
(2)尋找創新意見。
(3)差異化之推廣方式。
(4)公平之考評制度。
(二)2011年之願景
1.現金收據系統成為韓國之品牌。
2.建立民眾監督機制。
3.強制開立現金收據。
第三章、訓練課程及各國報告
第二節、各國報告
壹、澳洲
一、何謂現金密集產業
現金密集產業企業活動利用現金交易之機會逃避納稅義務，典型的行為是個人或企業短報或漏報現金收入或現金替代物(如以物易物)。
二、該國之現金經濟
(1) 現金經濟是隱匿之活動，故不易估計其規模；自推行貨物服務稅後(Good and Service Tax, GST)，所有人至少皆繳了一些稅。
(2) 現金經濟導致稅收損失及對納稅者不公平現象，為一重大問題。
(3) 稽徵機關盡力於維持大眾信心及避免納稅義務人付出額外成本間尋求最佳方案。
三、該國之課稅系統
(1) 所得稅。
(2) 資本利得稅。
(3) 員工福利稅(課稅主體為雇主，課稅客體為雇主給於員工之非現金利益)。
(4) 貨物服務稅。
(5) 酒類稅。
(6) 豪華汽車稅。
(7) 貨物稅。
四、該國自行申報之概況
(1) 稽徵機關主要目標為有效率地徵收租稅，並依政府施政優先順序分配予社會。
(2) 逐漸降低稽徵成本及依從成本。
(3) 自1986至1987年起，該國於所得稅採行自行申報制度，依賴納稅義務人參與租稅系統之意願，即「自願依從」。
五、支援自行申報制度之策略
(1) 自願依從。
(2) 依從計畫。
(3) 納稅義務人權利。
(4) 租稅協助及教育計畫。
六、該國賦稅署之依從模型分為三級
(1) 自律企業。
(2) 經協助之自律企業。
(3) 積極監督。
七、貨物服務稅對現金密集展業之衝擊
(1) 貨物服務稅流程
事業經營者辦理貨物服務稅 → 經營者取得澳洲事業號碼(Australian Business Number, ABN) → 開立載有ABN之銷貨發票，確定應納之貨物服務稅 → 每月或每3月申報乙次。
(2) 消費者購買貨物或勞務時支付貨物服務稅。自實施該稅後，未負擔稅賦之營業收入已降低。
(3) 防逃稅措施：當事業銷售貨物或勞務予另一事業時未記載ABN，買方必須扣繳46.5%之稅額並繳納予稽徵機關。
八、現金密集產業之風險管理
(1) 風險計劃及管理。
(2) 情報及風險識別。
(3) 風險評估。
(4) 風險處理。
九、現金密集產業
(1) 傳統現金密集產業。
(2) 在外現金確認流程。
(3) 隱藏現金收入。
(4) 其他非現金問題－分類錯誤，資本利得。
(5) 外部營業據點。
(6) 紀錄不完善。
(7) 收入之風險。
十、目前之行動
(1) 設立行業標準。
(2) 資料比對。
(3) 公開之資訊－逃稅檢舉中心。
(4) 顯著之消費。
(5) 違背多重法定義務。
(6) 綜合運用各類方法。
十一、稅務依從之成果
運用許多不同的查核技巧，查核之範圍自簡單、單一事件查核至極複雜之深入查核。
十二、結論
(1) 並無捷徑。
(2) 行業特性之方法對於瞭解行業之行為極有價值。
(3) 該國稅務系統之設計一般而言依其目的運作。
(4) 漏報所得之重點轉移至企業對消費者之領域。
(5) 利用第三方之資訊選出疑涉漏報現金交易之案件。
第二節、各國報告
貳、中國
一、負責現金密集產業之稽徵機關
中國並無專門負責現金密集產業之稽徵機關，稽徵機關負責所有事業之稅務工作。現金密集產業占納稅義務人之大部分，對該產業課稅之主要工具為統一發票，該產業最主要之問題是：稽徵機關不易調查及掌握該產業之營業額。針對此問題，該國目前致力推廣稅控收銀機(Fiscal Electronic Cash Registers, FECR)。

二、現金密集產業相關法規
該國對現金密集產業並無特別的法規，其「發票管理法」及「發票管理法施行細則」規定，每筆交易皆須開統一發票。然而，營業人常藉由給予消費者折扣，避免開立統一發票。
三、執行及服務之策略
該國政府單位間資訊交流之管道極不暢通，稽徵機關不易從其他機關取得納稅人身分資料，不利於識別納稅義務人。
故該國採行(與我國相同之)統一發票制度，任何營業人銷貨、採購皆須開立、取得統一發票，此制度對促使未辦登記營業人申請登記有明顯助益，但稽徵機關仍無法藉由統一發票制度掌握營業人所有交易，稽徵機關對於小型營業人採定期定額課稅方式(類似我國之查定稅額)。
四、電子發票
(1) 稅控收銀機(FECR)的背景
1997年，為加強使用統一發票，該國於部分城市推廣國家統一標準之收銀機；2004年當時機成熟，該國宣布停止銷售非標準之收銀機，全面推廣稅控收銀機(以下簡稱稅控機)。各政府機關共同合作，資訊工業部負責制定標準及檢測稅控機生產者之資格，品質管理局負責頒發生產執照並測試稅控機之品質，國家稅務局負責推廣稅控機之使用。
(2) 稅控機的設計觀念及功能
1.稅控機整合了會計資訊、銀行卡片付款、稅務控管及收銀之功能。
2.會計資訊，例如每日及每月週轉率資訊，存放於穩定且不可更改之記憶體內，至多可保存5年之資訊。
(3) 安裝及使用稅控機之步驟
1.稅控機必須由稽徵機關啟動才可使用，使用者必須藉由卡片將交易資料傳送至稽徵機關，使用者必須每筆交易皆以稅控機開立統一發票。除一般交易資料，統一發票須記載營業人之稅籍編號、發票號碼、稅控機號碼等，營業人每月必須向稽徵機關申報銷售額。
2.稅控機與其他國家之收銀機最大的不同在於：稅控機同時控管交易資料及發票印製，營業人交易資料必定會傳送至稽徵機關。
(4) 稅控發票之管理
1.營業人必須經常向稽徵機關報告發票使用狀況，並保持稅控機卡清潔，並不得上鎖，新的稅控機統一發票(以下簡稱稅控機發票)號碼會與紙本發票一起配送。
2.具特別扣抵規定及特殊管制之產業，由國家稅務局頒布特別規定管理。例如通訊業、車輛銷售業、建築業及不動產業，各有其印製、使用及管理統一發票之規定。
3.稅控機發票必須輸入密碼始得列印，稅控機可將稅控機編號列印於稅控機發票上，並得以稅控機管理系統辨識偽造之發票，民眾得以電話或網際網路取得本資訊。
(5) 稅控機推廣及運用之原則及範圍
1.原則：統一標準、製造商執照及政府指導。
2.範圍：必須採用稅控機之營業人包括零售業、餐飲業、娛樂業及服務業，其具固定營業場所及營業規模者。
(6) 稅控機使用現況
1.本計畫在2005年數政府機關視訊會議中發動。國家稅務局、湖南省地方稅務局及國家稅務局廣東分局完成標案邀請。湖南省持續擴大領航計畫之規模，並將稅控機之運用於2007年推廣至全省。
2.目前北京市、上海市及大連市即將完成標案邀請，並推廣至其他城市。
(7) 稅控機使用者之稅務優惠規定
購買稅控機之進項稅額得全額扣抵銷項稅額，另外，稅控機可列為固定資產提列折舊費用。
(8) 財務稅控機之簡介
1.隨財經產業部門之發展，各式銀行卡片支付工具日益普及。收銀機及刷卡機日漸普及，將兩機器功能合一是可行的，該國正計劃推動財務稅控機，財經部門充分發展之資訊系統，能協助拓展稅源，同時本計畫亦可協助推動卡片支付工具。
2.國會資訊辦公室、國家稅務局、資訊工業部、中國人民銀行、品質管理局及財政部將成立財務稅控機之資訊分享團隊。
五、小規模營業人定期定額課稅
目前該國約有1千3百萬小規模營業人，幾乎不使用統一發票且以現金交易為主，稽徵機關難以估算加值銷售額及總銷售額，因此，稽徵機關採取下列措施：
(1) 實行簡單稅率
不使用統一發票之小規模營業人仍應繳納營業稅，稽徵機關無法藉由統一發票判斷其加值銷售額，故就其總銷售額課徵4%或6%之簡單稅率。
(2) 逐步實行定期定額課稅
稽徵機關並無瞭解小規模營業人實際銷售額之工具，因此，稽徵機關評估其固定期間、固定地點、固定之營業規模，即為定期定額課稅，稽徵機關即依查定之銷售額課徵固定稅額。
為使查定之銷售額接近實際銷售額，稽徵機關以客觀事實決定查定銷售額，如員工人數、地點及營業規模等。
(3) 逐步實行定期定額課稅
六、現金密集產業之問題與挑戰
稅控機制度最關鍵的問題是促使消費者有索取統一發票之意願。評估小規模營業人查定銷售額的標準並不夠科學，與真實銷售額有所差距。即使現在有許多鼓勵消費者索取統一發票的方法，但仍有更有效的方式尚待研究。
第二節、各國報告
叁、香港
一、香港之現金密集產業
(1) 香港之現金密集產業占有重要比例，從小型企業如餐廳、診所到中型企業如金屬供應商、紡織品批發商、服飾業、建材業及珠寶商等。
(2) 內地稅務局(Onland Revenue Department, IRD)很關注現金密集產業浮現之議題，包括逃漏稅、對納稅義務人及經濟的衝擊及遭扭曲的經濟指數。該局對於前開議題已實施各式執行策略。
二、負責現金密集產業之稽徵機關
該局對於現金密集產業採行標準化的規定，該產業之登記及申報資料審核等工作並未歸屬特定之單位，該局將特定的交易類別代號賦予該產業，以利分類及管理該產業。
三、相關法規
(1) 企業登記法規定任何經營企業之個人，必須向內地稅委員會(以下簡稱委員會)申請登記，即可取得企業登記碼。
(2) 內地稅法規定，任何達課稅起徵點之個人(包括企業經營者及受僱者)除已被要求填具申報書者外，必須於課稅年度終止後4個月內向委員會聲明其已達起徵點。
(3) 內地稅法亦規定個人從事交易、執行業務或經營企業者，必須保存足夠之會計紀錄中文或英文版本，足以供稽徵機關評估其收益費損，前開紀錄必須自交易完成後保存7年，該局具體規定應保存之紀錄類型。
(4) 從事交易、執行業務或經營企業者必須呈報給付於員工及其他人之報酬報告書(扣繳憑單)，目的其中之一為確認獨立契約商之收入。
(5) 佣金、折扣及折讓為必須報告之支出，在損益申報書中納稅義務人必須揭露前開支出之明細，包括姓名、地址及身分證號或企業登記碼。
(6) 納稅人如申報內容不正確之申報書或故意逃漏稅，將面臨處罰甚至刑事起訴，最高罰金達漏稅額之3倍，每筆違規刑事罰金最高為港幣5萬元，外加3倍漏稅額之罰金及徒刑3年。
(7) 內地稅法另規定，不保存會計紀錄者，每筆違規最高處以港幣10萬元罰鍰。
四、現金密集產業主要風險
現金密集產業主要風險為未辦營業登記、短報或漏報收益及會計紀錄不完整，操縱損益的高風險型態，包括經營者親自參與日常營運、內控制度不完善等。
五、案件追蹤及執行方法
(1) 企業必須於申報書提供關鍵財務資料，該等資料皆被輸入至資料庫，稅務官大致能選出違反預設選案標準的案件，例如：某餐廳的毛利率申報為15%即很可能被選出，因該行業之毛利率標準為30%。
(2) 依據查核經驗，上開資料庫中各行業選案標準隨時更新。藉資訊專家的協助，可產出每個納稅義務人選案記分卡，由該計分卡可推算出納稅義務人逃漏稅之風險值，並能更精確地選案查核。
(3) 為增進納稅人依從度，對現金密集產業之查核有時以專案辦理，若某產業經評估為逃漏稅高風險行業，一個案例之查核經驗得擴展至別之其他案例。
(4) 購買豪華昂貴資產(如房地產)的納稅義務人，可自其資金來源查核其是否有低報所得情事。
(5) 稅務檢查員會定期至現金密集產業較集中的商圈進行檢查，瞭解營運中之營業人是否皆依規定向內地稅務局之營業登記處辦理登記。
(6) 來自與現金密集產業交易者之檢舉案件為該產業違法行為主要資訊來源，其他執法單位及政府機關亦為資訊來源之一，有時報章雜誌報導中亦可查得值得調查之案件。
(7) 內地稅務局於1991年設立最高調查單位－現場查核組，並向民眾公告現金密集產業為其主要查核對象，直到現在該組仍認定現金密集產業傾向短漏報所得，遂對該產業進行廣泛的查核，例如醫療開業人員、熱門地段餐廳等，並得到豐碩之成果。
(8) 內地稅務局網頁及宣導手冊皆詳列營業人應保存之紀錄，供納稅義務人及稅務代理人參考。現場查核員會至營業場所拜訪，瞭解營業人是否依法保存會計紀錄，並判斷紀錄是否與申報書相符。
六、現金密集產業之問題與挑戰
(1) 當納稅義務人之會計紀錄不完整，不易直接查明該紀錄與申報資料不符處，必須投入更多資源，藉由負責人及營業人之銀行帳戶金流著手，這類較費力之方式通常是最後的選擇。
(2) 以間接方法查核會計紀錄不完整且銀行存款異常之醫師為例，其短報之所得資料來自於較高之藥品存貨週轉率、病歷卡及病患就診型態等，資產淨值法亦為會計紀錄不全案件常用之間接查核法之一。
(3) 當採用間接查核法，最主要的問題是難以鎖定受查納稅義務人之全部銀行帳戶及資產，短漏報之銷售額可能被隱藏於免稅天堂公司或以親友名義開立之秘密帳戶，海外帳戶及資產資料亦不易取得。
七、促進納稅義務人自動守法
內地稅務局藉由電話專線、服務櫃檯、宣導手冊及網站提供租稅輔導，加強納稅義務人自動守法。媒體報導逃漏稅起訴案能引起民眾注意，內地稅務局亦藉由公佈裁罰政策，提高執行工作之透明度。
八、來自電子商務之挑戰
許多營業人已於網際網路銷售貨物及勞務，電子交易急遽增加的趨勢使電子商務應有適當管理的問題更為明顯。例如，一家公司可能選擇不向內地稅務局登記，而至免稅天堂設立，該公司將網路伺服器置放於海外，但實際營運皆於香港進行。隨科技進步，經營模式益加日新月異，故稽徵機關更應瞭解目前的發展，並主動於網際網路巡查，了給電子商務之本質與營業規模。
九、未來努力方向
另一方面，資訊科技進步對稽徵機關亦為一好消息，隨電子付款日益普及，現金交易必隨之減少。在香港，幾乎所有商店皆接受信用卡，包括餐廳，百貨公司等；小額支付如搭公車、買報紙等則可以使用八達通卡。
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肆、印尼
一、簡介
鑒於80年代原油價格高低震盪，印尼政府決定不再依賴石油及天然氣為主要財政收入，80年代後，稅收成為國家預算主要來源，比率約佔三分之二。為使稅收持續成為國家預算之骨幹，該國政府於1983年底發動第1次租稅改革，改進承自荷蘭殖民政府之過時租稅法。
透過租稅改革頒布一系列的稅法，包括一般程序法、所得稅法、加值稅法及奢侈貨物稅法。改革係為促進公平、簡化、租稅中性及法律確定性，此外，官方評稅制度為自行申報制度所取代，邀請納稅義務人藉由支付租稅參與國家發展。另外，該國政府於1985年頒布印花稅法，1985年頒布土地及房屋稅法，1998年頒布契稅法。
為因應經濟快速經濟及資訊科技快速發展，該國於1994年級2000年再度進行租稅改革，公平、簡化、租稅中性及法律確定性的目標仍持續不變。
未完成租稅改革，政府亦進行管理革新，包括人力資源、設施、工作方法與組織文化方面，皆為增進租稅服務之品質，並提高納稅義務人依從度，納稅人口範圍及稅收。
上述政策及管理改革有相同目的：提昇組織形象，並維持稅收為家家預算主要來源。2000年之後，稅收平均成長率超過20%，與預算同步成長。
為增進納稅義務人參與自行申報制度，租稅宣導、租稅服務及強制執法之功能必須執行、評估及持續改進。租稅宣導目標為傳播稅務資訊，增進納稅義務人之認知及依從度。同時，租稅服務之目標為讓納稅義務人更方便、更容易地完成納稅義務。強制執法即為藉赫組力量促使納稅義務人依法納稅。
二、提昇納稅依從度之創新措施
(1) 現代化稅務機關
現代化稅務機關自2001年開始運作，由該國現代化小組及國際貨幣基金技術協助而成立。現代化稅務機關的目標為加強租稅服務，並簡化納稅步驟，加強個別納稅義務人稅務監督並加落實優良管理。
2002年年中，該國建立大型納稅義務人處(Large Taxpayer Office, LTO)，由一區總局及二區分局組成，2004年並成立中型納稅義務人處(Medium Taxpayer Office, MTO)，接著成立小型納稅義務人處(Small Taxpayer Office, STO)。2008年該國所有區皆設立中型及小型納稅義務人處之後，該國第一階段稅務機關現代化工作即告一段落。
每一區級稅務局皆成立一MTO，下轄數STO。納稅義務人依據其資產、納稅額及欠稅額分別歸屬於上開三種類。此外，區分局之稅務調查處、土地房屋稅處及稅務服務處整併入STO，小規模之納稅義務人即於STO登記。
(2) 稅籍登記碼(TIN)計畫
TIN計畫藉油增加納稅義務人登記數目，維持稅收穩定，增進租稅公平，促進公平之競爭及將資料庫升級。
TIN計畫之基本概念為：1.每納稅意義人皆有一TIN；2.TIN由納稅義務人所屬之區分局賦予；3.計畫應廣泛地、整合地並持續地辦理；4.計畫應簡易明瞭、富有彈性並兼顧效能與效率。
稅務管理系統存有大量之納稅義務人登記資料，稅務局可監督納稅義務人是否守法。此外，強制執行亦得增進守法程度及稅收。
TIN計畫於2007年發動，數年內能呈現稅收增加及稅務管理進步之成果，預估2007年能增加約700萬筆新稅籍登記。此外，資料庫持續進步，下年度將可系統性地對個別納稅義務人執法。
TIN係針對達規定標準之個別納稅義務人，TIN以三個方式賦予：雇主、資產及專門職業。首先，藉由雇主，TIN被賦予股東、董事會成員及員工；藉由資產，TIN被賦予商業中心及住宅區之商店所有者；藉由專門職業賦予，例如醫師、公證人、律師，估價師及會計師。其他相關政府機構亦協助TIN計畫推行。
三、因應現金密集產業之創新措施
包括該國，大多數發展中國家皆有為數眾多以現金交易為主之之小型企業，同時，該等企業交易量對經濟成長很重要。小型企業因數量龐大，僱用人數眾多，因此該等企業對於維持印尼經濟扮演重要角色。
為降低小型企業處理稅務之負擔，稽徵機關頒布相關記帳、計算所得額及按月納稅之規定。例如，個人服務業營業額未滿1千8百萬印尼盾者，得以簡易紀錄代替帳冊，該紀錄僅記載銷售額即可。使用前開該紀錄者，准予使用標準純益率計算所得，計算出之所得減除免稅額後，即為課稅所得；課稅所得依據所得稅法第17條規定之累進稅率計算，即得應納稅額。
擁有逾一間商店之納稅義務人，每月須預繳銷售額2%之稅款，該等預繳稅款可作為年底所得結算申報時之扣抵額，但若前開商店擁有者僅有來自於店面之收入，每月預繳稅額即視為最低應納稅額。
四、結語
(1) 該國採行之租稅政策及管理措施，對藉由增進租稅服務及監督進而增進納稅義務人依從度而言是必需的。
(2) 該國很關注藉由執行租稅政策及管理措施，處理現金密集產業產生之問題，持續租稅革新與現代化稅務管理之主要目標即為增進納稅義務人依從度，進而增加稅收及改進稅務機關形象。
(3) 該國小型企業數目多、對經濟及稅收貢獻大事不爭之事實，欲將該等企業納入租稅網路，採行簡化報稅措施是必要的，包括簡易紀錄代替帳冊，以標準純益率計算所得額等，並每月預繳稅額。
(4) 為擴大稅基，該國就三方面發動TIN計畫，包括雇主、資產及專門職業，每位納稅義務人皆應有一TIN。
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伍、日本
一、稅務機關組織結構簡介
該國賦稅署於1949年6月1日於財政部轄下成立，主要負責評估並徵收內地稅。該署由一委員會領導，該會下列機構人員組成：委員長、669名官員任職的3大部門、820官員任職的其他分支機構，11區國稅局(RTB)，琉球區國稅局及54,696員工任職之524各地稽徵所。
(1) 賦稅署
1.簡介
該署負責制定稽徵機關之計畫，指示各區國稅局執行計畫並監督考核區國稅局及各地辦公室。身為稽徵機關之首，該署亦負責與其他政府機關之協調工作。
2.負責稅務查核之單位
為執行妥適公平之核稅，稅務科提出相關租稅管理計畫，包括稅務審查。
大型企業審查與犯罪調查組主要負責大型企業審查之指導與管制，依據國家租稅違反管制法等進行調查。
(2) 各區國稅局
1.簡介
在賦稅署指揮之下，區國稅局領導並監督各地辦公室之核稅及徵收，區國稅局負責大型企業核稅、徵收及大型逃漏稅案件。
2.負責稅務查核之單位
稅務科負責指導並監督各地稽徵所之業務，包括稅務審查，該科亦決定並指示基本審查之方向。
稅務科下之資訊及審查組負責執行較高難度案件審查，並藉由實際審查案例協助各地稽徵所改進審查技巧。
大型企業審查組執行資本額1億日圓以上及外國企業之審查案件，犯罪調查組依據國家租稅違反管制法執行調查。
(3) 各地稽徵所
1.簡介
稽徵所在區國稅局指導監督下負責國稅之核稅及徵收，與納稅義務人關係最密切。
2.負責稅務查核之單位
各所稅務股中之審查小組負責中小企業及個人之稅務審查。
二、稅務審查簡介
(1) 賦稅署之任務
日本採自行申報制度，增進加強納稅義務人之依從度為本制度之重要議題。
賦稅署之任務為協助納稅義務人履行其納稅義務，未完成此任務，該署藉由適切之租稅教育、公眾關係及租稅服務等措施，協助民眾了解並完成其納稅義務，並藉精確之審查找出企圖逃避義務之納稅義務人。因此，賦稅署強調審查工作，70%人力與審查工作相關。
(2) 稅務審查之法律基礎
如上所述，在自行申報制下，增進納稅義務人之依從度為一重點工作，忽視納稅人逃漏稅情事將造成課稅不公平之觀感，審查員依法有權利進行檢查。
依據稅法，稅務官有權利詢問需要呈交申報書之個人或企業，並查核帳冊、紀錄及其他相關資訊。此外，稽徵機關得對與查核對象收、付金錢或貨物之第三者進行詢問或查帳。
無正當理由拒絕調查者，得處一年以下有期徒刑或20萬日圓罰鍰。
(3) 稅務審查之趨勢
近年來，賦稅署針對惡意違反稅法、申報資料不實的納稅義務人展開大規模深入查核，綜合所得稅每案平均低報所得為899萬日圓(2000年當時為627萬日圓)，營利事業所得稅2005年度每案平均低報所得為1,164萬日圓(2000年當時為1,017萬日圓)，由此得知每案低報所得逐漸提升。
三、稅務審查簡介
(1) 納稅義務人資訊管理
為使選案更具效率及效能，完善的納稅義務人資訊管理是不可或缺的。賦稅署於1995年推行KSK系統(日文原意為簡易明瞭之稅管系統)，藉由整合各種類、各區域之資訊，使稅務管理各項活動更加先進、更具效率。
KSK系統具有下列功能：1.將國稅累積之申報及繳稅資料系統性集中管理；2.對於包括會計文件之資料進行各式分析，使加強支援挑選查核對象及違法傾向之政策得以施行。
該署以此系統管理納稅義務人之資訊，須特別注意之納稅人以前之申報書、受查紀錄等，列入「持續管理對象」內，該署持續監控此對象，分析值得查核之案件。
(2) 蒐集並累積資訊
「資訊」係與納稅義務人廣泛相關之資訊，包括交易、清償、取得資產、事件、謠言等。資訊來源包括受查對象、稽徵機關握有之帳冊紀錄、大眾傳播媒體及該署人員之經驗及觀察。
如上所述，資訊對於選出嚴重逃漏稅案件及值得選查案件扮演極為重要之角色。實際上，發現短漏報所得2,000萬日元以上案件最重要之原因正是因為資訊，換句話說，基於資訊之有效選案能發現納稅義務人未誠實申報。
1.資訊蒐集業務
應蒐集之資訊分為依法應提交(法定資訊)及未依法規定應提交(非法定資訊)兩類。法定資訊共有51類，例如「薪資扣繳紀錄」「不動產租金支付紀錄」、「境外付款紀錄」等。為確定資訊正確提交，應提交法定資訊者皆被明確定義並接受提交資訊之指導。
非法定資訊屬選擇性蒐集，被認為對審查有效用之資訊，有數種方式得蒐集此類資訊：審查案件時蒐集、於「資訊日」蒐集(每年各稽徵所指定資訊日，蒐集附於申報書之說明)、專案蒐集(由賦稅署或各區國稅局指定之新發展之資訊來源蒐集)、一般蒐集(以公文詢問企業或獨資資本主蒐集)、開發新資訊來源(開發專家以產業經濟等資訊調查有效之資訊來源)等。此外，稅務員日常生活所見所聞亦為重要資訊來源之一，例如，某稅務員發現某商店有呻吟稽卻不使用，此類資訊不易自其他來源得知。賦稅署經常召開資訊會議，激發新資訊蒐集行動，並訂定獎勵措施。
2.分類、派送及傳遞資訊
蒐集之資料被送至資訊中心、各地稽徵所或存入電腦。存入電腦之資訊依姓名及地址分類，並依業務需求以適當格式儲存，賦稅署以KSK系統作為資訊管理工具。稅務員能依需求分類並分離資訊，如稅務員欲得知資金達1千萬日圓之納稅義務人，該員能很容易地取得資料。資訊系統對持續管理納稅義務人及選出具查核價值案件貢獻良多。
3.現金密集產業之審查
為確保公平課稅，賦稅署對意圖逃漏稅者採行嚴密審查，竭力以各種努力進行流暢之稅務審查，稅務審查對增進納稅義務人依從度扮演重要之角色，自行申報制度下，稽徵機關有權利詢問並檢查納稅義務人申報情形。
涉嫌逃漏稅及保存不實會計紀錄之現金密集產業，例如餐廳、酒吧及零售業等，其交易具下列特性：
－以現金交易，且資金未存入銀行帳戶
－每筆交易金額相對較低，不易查對金流
－不易查得交易之對方，因客戶為普羅大眾
－容易於帳冊短記收入
事實上，該產業幾乎為各年逃漏稅案件最多者，因此，該署認為該產業應優先審查。
1.選定審查目標
可能申報不實資料之納稅義務人將優先列選。各稽徵所之審查小組組長及各區國稅局由所有可得資訊決定審查目標，例如過去之申報資料、過去之審查報告及傳言。KSK系統累積之資訊於選查過程亦充分利用。
2.審查準備工作
(1)書面審查準備
負責之審查員針對納稅義務人之文件詳盡分析，特定的查核過程如下：
－瞭解審查目標一般營業資訊
依過去之申報書、審查報告及行業、管理及獲利之特性
－複審其申報書及財務報表(包括附註資料)

必須比較過去5年之財務資料，並確定審查之項目其會計資訊錯誤之可能性。
－財務報表每科目之檢查點
＞銷售額：是否有財務報表外的收入。
＞毛利率：若毛利率較往年低。
－是否有財務報表外的收入。
－是否有財部報表外之存貨。
－是否於財部報表申報虛偽之銷貨成本。
＞營業利潤率：若利潤率較往年低。
－是否申報虛偽之採購或一般費用，如薪資支出。
－是否申報虛偽之採購或一般費用，如薪資支出。
－研析過去審查報告結果：檢查過去常出現之錯誤及虛報處是很重要的。
－利用行業特性資訊：取得審查目標所屬之行業特性資訊。
－使用納稅義務人之資訊：準備階段應充分利用所有資訊。
(2)外部及內部調查
外部及內部調查對於瞭解商店實際營業狀況是非常重要的。該等調查重點如下(以餐廳為例)：
審查員以消費者身分至選定餐廳點餐消費，該調查進行超過1次，各調查於每週不同日、不同時進行，並須紀錄下列資訊：
－地段：繁忙之街道，車站周邊、商業街等。
－建築物：門口、門廊、廣告等。
－員工：員工人數、性別等。
－消費者人數：性別、年齡及人均銷售額。
－桌椅數。
－價格：收款系統，現金或信用卡。
－收銀機：是否使用收銀機，使用情形等。
－點菜單之使用：手寫之項目，數字或符號之意義。
－時間：營業時間，公休日等。
－菜單：酒類供應，寄酒服務等。
3.事前通知
一般而言，稽徵機關於審查前將給予受查納稅義務人事前通知，包括審查之日期及時間。
然而，下列案件並未事前通知受查者：
－當事前通知導致難以了解實際經營情形時
－當事前通知導致受查者將隱匿相關資料時
全面考量需求後，才會考量是否發出事前通知，約80%的個人與90%的公司(包括會計師)稅務審查會發出事前通知。
4.現場調查方法
通常現場查核由一位審查員負責，較複雜案件可能由兩位或更多審查員負責。
一般查核步驟為：
(1)於查核會計帳冊前，審查員請納稅義務人、會計人員及其他員工依下列方式瞭解一般企業資訊
－員工數目及執掌
－消費者及交易之型態
－主要供應商名稱
－現金銷售額之比率
(2)查核會計帳冊
查帳所需文件不僅為會計文件及憑證，亦包括日常銷售內控文件及管理文件。
－交叉比對會計帳冊及憑證
即使帳冊金額符合憑證，並不能立即認定無異常。
－交叉比對銷售額及物流
科目金額僅顯示金額資訊，為確認交易之實情，確認物流是必須的。
－查核收款情形
確認帳款如何收取是重要的。
(3)現金審查重點(以餐廳為例) 

－負責控管現金之人員。
－計算收銀機之現金(審查員勿碰現金)。
－營業時間過後現金保管方式。
－計算銷售額之方式。
(4)就地審查之重點(以餐廳為例)

－決定就地審查之地點(餐廳及負責人住所)。
－考量如何找出不法證據。
－至少有兩位審查員駐點。
－分配檢查員之角色。
－與會計師溝通。
(5)查詢交易他方之納稅義務人及銀行(補充審查) 

為免文件資料不足，應詢問交易他方，例如供應商、客戶或銀行。
－決定向交易他方詢問之資訊。
－僅詢問宜一律之交易他方。
－與一般查核同樣之態度審查交易他方，以免交易他方未提供正確之文件。
(6)依估計課稅
為免未能自錯誤或不完整之帳冊取得正確課稅收入，稽徵機關得根據估計核稅。
－百分比法：比對同規模納稅義務人之比率。
－資產及負債之增減。
－投入產出法。
(3) 現金密集產業投入之努力及挑戰
1.確認納稅義務人身分之努力
賦稅署於各區國稅局及稽徵所有蒐集及管理資訊之特別部門，此部門之員工負責蒐集對於確認納稅義務人身分更具效率及效用之資訊。此外，每位該署員工皆視自己為資訊收集者，並依環境及情況蒐集正確之資訊。
2.訓練審查員
訓練審查員相當重要，既然現金密集產業之審查相當困難，例如估計適切之銷售額，在職工作相當有效。資深審查員帶領資淺審查員進行實地查核，並傳授經驗。
此外，特定行業有效之查核方式由各區國稅局負責。各地區國稅局依地別別將各稽徵所分組，各組中選一核心稽徵所負責訓練。除組內訓練，各稽徵所為稅務員舉辦各類訓練及會議，這些訓練不僅教導審查方式，亦討論所面臨之難題。
3.困難案件之現場審查
大規模之稽徵所針對困難案件或鬧區等地區設立特別審查組，此類小組竭力加強審查技巧，並協助其他審查組。此外，更加困難之案件由區國稅局之審查組與前開特別審查組合作辦理。
4.對納稅義務人之輔導
(1)稅務審查時之輔導
當納稅義務人被發現違法或刻意於帳冊記載不實情事，審查組長將拜訪納稅義務人或請負責人至稽徵所，接受來年正確申報方式之輔導。
若違規情事係基於會計系統缺失或對法規誤解，將對納稅義務人輔導使其勿再犯同樣錯誤。
(2)對納稅義務人簡報
賦稅署對納稅義務人進行深入瞭解稅務法規之簡報。
第二節、各國報告
陸、韓國
一、賦稅署負責現金密集產業之團隊
(一)現金密集產業之租稅資源管理團隊：
1.個人稅科、營利事業稅科及調查科。
2.追查現金交易之方法
(1)課稅工具：信用卡、現金收據系統(Cash Receipt System, CRS)、發票系統。
(2)個人：稅務稽查，檢舉案及內部資料蒐集。
(二)現金收據系統(CRS)簡介
2005年賦稅署於自營個人業推動CRS協助追蹤現金銷售額。當消費者於商店以現金採購時CRS將交易資料自動傳送至該署，目前該系統由該署個人稅科之電子課稅資源小組負責。
二、相關法規
CRS即為現金密集產業之電子管理系統
(一)營業人必須依法登記：
1.直接面對消費者之營業人：零售頁、飲食頁、旅宿業及服務業等。
2.當該系統首度實施時，營業人被建議登記為現金收據開立者(Cash Receipe Issuer)已登記之商店。
然而，自2007年7月起超過一定營業規模及特定行業之營業人，必須辦理登記，開立現金收據。
(二)開立收據之門檻：開立現金收據之最少消費額為美金5.26元，該金額之設定考量通訊成本、營運效率及消費習慣。
(三)獎勵措施：
1.登記使用CRS之商店不僅能就以開立收據銷售額折減1%，亦得享受全球所得稅抵減及免於稅務審查之優惠。
2.銷者得於年度申報時，就其消費取得現金收據超過薪資15%之部分，折減所得額之15%。
3.現金收據營運者負責接收交易紀錄並傳輸至賦稅署，每安裝乙部CRS終端機能取得18.42美金、每筆離線交易額0.023美元或每筆線上交易額0.0162美元之抵稅額。
三、使用方法
(一)消費者及營業人之使用者友善度：
1.各式身分認證方式皆可接受(身分證號、信用卡、里程卡、行動電話號碼及CRS身分卡)。
2.建立現金收據網站及服務中心：
消費者及營業人皆可自現金收據網站檢查收據開立金額，並為消費者使用便利設立服務中心。
3.線上收據開立
現金收據系統利用現有信用卡硬體，免費加裝晶片即可使用。為減輕現金交易較少之不動產仲介商及教育機構等安裝終端機之費用，該等行業得以網路開立現金收據。
(二)利用先進資訊基礎建設與既存之信用卡系統：
1.藉利用現有之信用卡網路，毋須花費額外成本安裝現金收據開立終端機。
2.現金收據營運者由電子商務企業公開競標(如：通信營運商、銷售點管理系統營運商、里程卡營運商、金流營運商等)，該等企業利用信用卡終端機接收交易紀錄。
(三)鼓勵民眾運用：
1.針對不同之社會族群，執行差異化之行銷活動。
2.每月開出樂透獎。
3.經常調查瞭解消費者之需求。
4.不斷提升使用者友善度。
四、問題與挑戰
(一)拒絕登記者，於2007年7月1日開罰；或拒絕開立現金收據。
(二)管理大型線上資料庫頗困難。
第二節、各國報告
柒、馬來西亞
一、簡介
該國的現金密集產業集中在農業、漁業、服務業、貿易業、地下經濟及專門技術人員。這些產業規模屬於中小型，大多以獨資合夥型態出現，且沒有完善的帳載資料。對於現金密集產業並無專責機構負責查核。
如果沒有辦理申報，就按查得資料推計課稅；如果已申報，但有短漏報所得者，就所漏稅額處3倍罰鍰，最高不得超過20,000RM，或監禁3年。
二、納稅者身分的確認
(一)透過訪查，建立納稅者身分資料。
(二)建立一個資料收集單位：這各單位專門負責就外部資料收集納稅者及潛在納稅者資料，如地方政府商業登記資料。
(三)實地審查：確認納稅者的所得及稅額；促進自願性納稅依從，減少詐騙、故意或過失；致力於租稅教育，及勸導納稅者對帳證的保存。
三、風險的評估
(一)主要對未申報、短漏報所得、及帳載不完全的評估。
(二)納稅依從模型
(三)從申報資料，看過去幾年度納稅依從的狀況。
(四)利用各種財務比率作分析
(五)產業別分析（利用同業利潤平均標準）
(六)運用其他政府部門的資料庫，去確認納稅者的身分。
四、帳簿紀錄的保存
帳簿保存7年，為保存者杵300RM到10,000RM間，或監禁1年以下。
五、偵測納稅者及工具的使用
(一)夠過其他政府部門的資料，來追查公司未辦理申報或欠稅前的最後地址。如運輸單(二)移民局及保險公司等資料。
(三)檢舉人制度
(四)費用還原法、淨值法的運用。
六、促進自願性的納稅依從
(一)納稅者服務月：在辦公室或外面設置臨時櫃台，提供納稅服務。
(二)建立小規模營利事業查核小組。
(三)與小規模營利事業協會進行座談會，作租稅宣導，使其了解納稅義務及其對社會的發展的貢獻、申報方式及帳簿憑證的保存。
(四)網路申報，減少納稅依從成本。
(五)建置稅務的網路資訊，以減少納稅依從成本。
七、所面臨的問題
(一)商家透過降低價格及快速的服務，使消費者不索取收據或發票。
(二)通常商家都沒有時間來參加研討會。
八、結論
對於現金密集產業，長期解決之道，是加強「自願性的納稅依從」，最好的方法是讓所有的階層納稅課題，包括老人及年輕人，及建立不同的服務管道，如服務中心、稅務網路及研討會等。
第二節、各國報告
八、紐西蘭
一、簡介
紐西蘭內地收入局(Inland Revenue Department)主要的職掌促進經濟及社會福利的發展，其工作內容包括國庫業務、租稅政策、部分社會政策的評估及擬訂、租稅的稽徵業務、兒童及學生的貸款等。
2006年3月內地收入局的服務部門分成5個組（Customer、Operation、Design、Assistance、Assurance及Customer Insight），其中Assistance 負責納稅依從度的規劃及執行單位。為加強查核作業，建立了一個系統網，不僅包括內地稅務局所有各部門資料的結合，更包括了其他政府部門間的資源整合，更利用線上的學習，讓新進的查核人員學習，另常舉行訓練課程，邀請資深查核人員、專家及民間合法公司來作查核人員的訓練。這個Assistance組又分成2個科，一科負責偵測納稅依從度，其負責風險文件的製作及透視消費者行為；另一個是風險組，其負責篩選風險文件及選案的作業。Customer Insight 組負責度消費者提供最完善的服務，以減少納稅依從度的成本（紐國對納稅者稱消費者），並協助納稅者了解他們所擁有的權利及義務。紐國對於現金密集產業的查核並未設置一個專門負責機構。
紐國的現金密集產業包括砌磚工人、木匠、藝術家、電工、園藝設計家、理髮師、水管工人及計程車司機等。
紐國對於納稅依從度，亦使用處罰。對於沒有依法保存帳證、不提供資料或提供錯誤的資料供稽徵機關查核、申請假退稅、或協助他人逃稅等，處5年以下徒刑，及50,000以下罰鍰。
二、結論
對於現金密集產業，纽國所面臨的問題與其他國家並無不同，最根本解決的問題及方法是鼓勵自願性的納稅依從度。其方式如下：
(一)稅政簡化，讓納稅依從度的成本最小化。
(二)提供納稅者便利的服務及資料。
(三)提供第一次設立營利事業者，有關完善的教育及資料。
(四)提供納稅者政府部門間的聯合服務網。
(五)各稅務部門間，要分享資訊及經驗。
(六)稅務部門要與其他政府部門應於各種論壇，分享資料及經驗，甚至與國際間交換經驗及資料。
第二節、各國報告
玖、菲律賓
一、簡介
內地收入局（Bureau of Internal Revenue BIR）負責稅務的稽徵，現金密集產業係指現金交易、無固定營業據點的營利事業，如餐廳、零售業及運輸事業等。
二、納稅者的確認
營利事業要作TIN number 登記，這個登記是擴越地方管轄權，屬全國性登記。2003年發展出e-TIN，可利用上網辦理初步登記。
三、風險評估
(一)對現金密集產業，並未建立有架構的分析管理系統。
(二)2007年稅務局發出一個便箋，要對以下行業進行調查，讓業主有所警惕。這些業者包括醫院、牙醫、藥局、診所、執行業務者（如律師、會計師等）；另對申報免稅，但申報書裏未附相關資料的案件，亦屬於調查對象。
四、帳簿的保存
發票及收據由政府印製，帳簿憑證保存３年。
五、查核及調查方式
(一)現場訪查。
(二)利用VAT的進銷項及扣繳資料相互勾稽、查核。
(三)對於逃漏稅案件的處理，係採調查及起訴漏稅者，以對逃漏稅行為產生嚇阻作用。
(四)資料的收集：利用VAT及扣繳資料作勾稽、檢舉人之檢舉資料、與其他政府部門資料連結運用、及建立網路信箱，讓消費者對於未開立發票者給予投訴的管道。
六、帳簿的保存
發票及收據由政府印製，帳簿憑證保存３年。
七、促進自願性的納稅依從
(一)租稅的教育、資訊及協助：在每個稅務分局，定期舉辦新頒法令講習；對於新設立的公司，定期舉辦講習：建立一個業者諮詢、消費者投訴的部門。
(二)給予特殊的優惠：為了讓獨資合夥事業登記，對於年營業額100,000元以下者辦理營業登記，免除登記費用、保存帳簿等優惠。
(三)對於消費者消費索取發票者，舉辦抽獎活動，予以獎勵。
(四)網路電子申報系統。
(五)5年免予查核計畫：每年度比上一年度申報稅負增加20%者， 5年免被稽徵機關查核。
八、現金密集產業所面臨的其他問題
(一)沒有專責單位負責現金密集產業的查核。
(二)現金密集產業大多未登記且無固定營業據點，較不易偵測。
(三)現金密集產業收入較易隱藏。
(四)對現金密集產業沒有查核的guideline。
第二節、各國報告
拾、新加坡
一、簡介
內地收入局(Inland Revenue Authority of Singapore)負責稅務的稽徵工作。對於現金密集產業的定義是：規模小，收到現金，通常不開收據，也未使用收銀機。大多為獨資、合夥、家庭式事業，且資本主大多教育低，且對法律不甚了解。其對現金密集產業亦未設置專責查核機構。
一般營利事業年營業額1億元以上，要作GST登記並開發票，年營業額在1億元以下者，得作ＧＳＴ登記、開發票，或只開發票即可。
二、納稅依從度策略
Non-compliance 來自於對法律的不了解，所以加強納稅義務教育、及會計紀錄的保存。納稅教育包括發行Ｅ-tax-guide 、定期舉辦研討會、與產業對話以了解產業的需求、尋求各產業協會的協助以教育其會員、直接訪查。如不配合納稅依從者，則給予處罰。
三、審核方法
(一)先從報表分析，選出Ｎon-Compliance　較高者查核。
(二)訪查。
四、持續之挑戰
(一)現金密集產業的帳載資料較不完全，且容易隱藏所得資料，所以要透過與產業協會的合作，以了解這些產業的需要和問題。
(二)透過消費者於現金消費時索取收據、大額付款使用支票或電子付款方式，避免業者逃漏所得。
五、帳證的保存
為減少納稅依從成本：帳證的保存期限將從７年調整至５年。
六、結論
(一)現金密集產業長期解決方式，是促進業者的自願納稅依從，內地收入局將致力於納稅教育，如與產業協會合作推廣租稅教育、舉行研討會、座談會等。另對於自動補報者，給予較低的處罰。
(二)對於不配合納稅依從者，給予起訴，使其名譽受損，俾使其提高納稅依從。
第二節、各國報告
拾壹、我國
一、我國賦稅行政組織系統概況
我國主管賦稅的最高行政機關為財政部，隸屬行政院，其下設賦稅署，主管全國關稅及礦區稅以外之各種賦稅行政業務，如賦稅法規之擬訂，並負責國稅稽徵業務之指揮、監督、考核、及直轄市、縣(市)稅捐稽徵業務之督導考核。
財政部直接設置的稽徵機關有台北市、高雄市及臺灣省北、中、南等5個國稅局，負責台北、高雄2直轄市及臺灣省國稅之稽徵，各國稅局又下設分局稽徵所，負責各地區國稅之稽徵。直轄市之稅務最高主管機關為財政局，下設市稅捐稽徵處，負責市稅之稽徵，臺灣省各縣(市)政府之稅務主管機關為縣(市)政府，下設稅捐稽徵處，負責徵收縣(市)稅。
二、我國現金密集產業簡介
台灣以現金交易程度較高之產業主要包括酒吧業、餐飲業、零售業、彩券業等，茲以餐飲業、日常用品零售店與彩券業為例，簡介其營運及稅務稽徵概況如下：
(一)餐飲業：
世界主要知名連鎖飲食業大部分已在台灣設置營業據點，如麥當勞、漢堡王、星巴克咖啡等，這些知名連鎖餐廳制度完整，由知名會計師事務所簽證其財務報告，且銷售貨物時皆依規定開立統一發票(註1)給消費者，較無逃漏稅的風險。
至於非上述的飲食業，規模較大者幾乎都接受信用卡交易，其信用卡交易請款金額已被我國有系統地與其申報的銷售額比對，查核其逃漏稅行為。
(二)日常用品零售業：
傳統店面狹小，由一對夫婦獨立經營的雜貨店，在台灣主要都會區幾乎已不存在，這些商店已經被連鎖經營的現代便利商店完全取代。
台灣是全世界便利商店最密集的國家，目前有超過8000家便利商店，平均不到3000人就有一家，市佔率約50%的7-11便利商店，2005年營業額為新臺幣99.9十億元(billion)。
便利商店的物流及庫存管理完善，皆依規定開立統一發票，幾乎沒有短報銷售額的風險。
(三)彩券業：
台灣彩券業採政府特許、民間企業經營的方式，目前全國約有4300家投注站，平均每月彩券銷售總金額約新臺幣14.2十億元。投注站只接受現金投注，每銷售一單位，彩券公司給予一定之佣金，此佣金是投注站最主要的收入。
彩券公司依照財政部規定之期限，提供投注站佣金收入資料予稽徵機關核定投注站之銷售額即應納營業稅額。目前尚未發現重大逃漏稅情事。

註1：我國的發票由政府印製，格式一致，故稱「統一發票」，詳情請參考第伍、三、(一)。
三、負責現金密集產業之稽徵機關
(一)我國對於現金密集產業之查核在賦稅署稽核組及各地區國稅局並未成立一個專責查核機構或小組。營利事業於平常銷售貨物或勞務時，依法應課徵營業稅，並依規定開立統一發票，作為銷貨交易之憑證；於年度終了時，就其當年度收入總額減除各項成本費用、損失及稅捐後之純益額為所得額，按該所得額依法課徵營利事業所得稅。是以，藉由營業稅之課徵查核掌握了營利事業收入面，而營利事業所得稅之查核，原則上係在營業稅掌握之營業收入項下，查核該營利事業之成本費用及損失。如營業稅課徵無法掌握其收入面，則在作營利事業所得稅查核時，利用資產淨值法或銀行存款法亦可查其漏報之銷貨收入。
(二)賦稅署稽核組及各地區國稅局對於營業稅及營利事業所得稅案件之選案查核方式及分工如下：
1.賦稅署稽核組：重大逃漏稅案件之稽核。
2.各地區國稅局
(1)總局
A.營業稅：由審查三科(或四科)負責，部分電腦選案，部份人工選案。人工選案著重行業特性，針對某行業的逃漏類型，分析其營業稅申報書及營所稅申報書，歸納出需求請資訊單位專案產出報表，派案查核。
B.營利事業所得稅：我國現行營利事業所得稅查核作業，部分由電腦選案系統選查，部分由人工選查。電腦選案系統係由本部財稅資料中心依據營利事業所得稅結算申報資料，依行業特性比較歸併，運用統計方法，產生不誠實機率偏高之營利事業清冊，發交各地區國稅局作為選案查核對象。而人工選案，係透過資深查核人員之查帳經驗，將逃漏稅機率可能性較高之案件，予以選案查核。營利事業經會計師查核簽證案件均由審查一科負責。
(2)各分局、稽徵所
A.營業稅：每個稅務員轄區平均有約1000家營業人，稅務員通常了解其轄區營業狀況，針對異常營業人個別調帳查核。
B.營利事業所得稅：營利事業非經會計師查核簽證案件，由營利事業所稅股負責，其選案方式與總局選案方式相同。
現金密集產業之營業稅及營利事業所得稅可能在上述選案作業下，被挑選出來予以查核。
四、現金密集產業之相關法規
(一)營業稅
我國營業稅規定於「加值型及非加值型營業稅法」，除金融業及部分特殊行業非以加值額課稅外，我國營業稅採各國普遍採用的加值稅制度。營業人銷售貨物時向消費者收取銷項稅額，向供應商進貨時支付進項稅額，銷項稅額減進項稅額即應納稅額。
營業人銷售貨物或勞務時必須給予統一發票，統一發票必須記載交易日期、品名、數量、單價、金額、銷售額、課稅別、稅額及總計金額等，開立及使用統一發票的細節規定於「統一發票使用辦法」。
我國現行加值型及非加值型營業稅法及其衍生法令規定，對於該產業之查核並無特別規範，其查核方式與一般營業人無異。
(二)營利事業所得稅
有關營利事業所得稅課稅規定規範於所得稅法中，而各項收入、成本費用及損失之查核方式，則規範於營利事業所得稅查核辦法中。
所得稅法第24條規定，營利事業所得之計算，係以其本年度收入總額減除各項成本費用、損失後之純益額為所得額。而其收入及各項成本費用、損失科目之查核方式，則規範於營利事業所得稅查核準則共計117條條文中。我國現行所得稅法及營利事業所得稅查核準則，對於該產業之查核並無特別規範，其查核方式與一般營利事業無異。
所得稅法第83條之1規定，稽徵機關或財政部指定之調查人員進行調查時，如發現納稅義務人有重大逃漏稅嫌疑，得視案情需要，報經財政部核准，就納稅義務人資產淨值、資金流程及不合營業常規之營業資料進行調查。稽徵機關對於前項資料調查結果，證明納稅義務人有逃漏稅情事時，允許納稅義務人提出反證，以維護其權益（司法院釋字第309號解釋）。
五、相關措施
(一)確認納稅義務人身分
若營業人未辦理營業登記，稅務員通常以現場稽查的方式確認納稅義務人的身分，若納稅人不配合，可依營業稅法第45條規定處新台幣3000元至30000元罰鍰，並得連續處罰。若納稅人堅不配合，稅務機關得依行政罰法規定，請警察機關協助。
(二)會計紀錄保存之規定
有關營業事業應保存之帳簿憑證，依「稅捐稽徵機關管理營利事業會計帳簿憑證管理辦法」規定，帳簿應保存10年(帳簿包括：日記簿、總分類帳、存貨明細帳。製造業應增設原物料明細帳、在製品明細帳、製成品明細帳及生產日報表)，憑證應保存五年，且該帳簿與憑證應存放於營業處所。若未依規定保存帳簿處新臺幣一萬五千元以上六萬元以下罰鍰，未依規定保存憑證，依憑證總金額處5%罰鍰。
(三)查核企業之方法與工具：
1.為防止逃漏稅，我國自1951年開始推行統一發票制度，全國營業人必須使用政府統一印製的發票，財政部並自營業稅收提出3%作為統一發票對獎獎金，消費者索取統一發票，每兩個月可對獎一次，獎金從新臺幣200元至200萬元共分七級。
經過40年以上的租稅教育，消費者都了解應在購物時索取統一發票，納稅人開出統一發票後，自然不敢短報銷售額。
稅務員不定期會以消費者身分稽查納稅人是否依規定開立統一發票，未開統一發票一年內查獲三次，可強制營業人停止營業10日至6個月。
2.營利事業取得普通收據通報查核作業：為防杜營利事業藉普通收據虛列成本費用，營利事業所得稅查核準則第45條規定，營利事業向免用統一發票商號進貨、進料取得普通收據者，國稅局得根據普通收據按址查對其銷售對方之銷貨是否相符。其作業程序為：審查人員於查核案件時，若發現該營利事業取具某一家免用統一發票之商號普通收據，單張金額1萬元或月累積達6萬元以上者，即編制普通收據明細表通報所轄稽徵機關營業稅股，查對該商號有無辦理營業登記、有無銷貨事實，如有銷貨事實，尚要查對是否已達到每個月銷貨金額超過20萬元以上而應使用統一發票之標準，營業稅股查畢後，要將查核結果通報給營利事業所得稅查核單位。
3.我國現行現金交易程度較高之行業，如其存貨週轉率偏低，而營業稅平均留抵稅額偏高，其漏銷機率偏高，則予以選案查核。其查核方式，通常請業者說明其大量之存貨存放於何處(如租約、存放空間大小)，如拒絕接受調查提供證明文件，稽徵機關得禁止其購買統一發票；配合調查但無法舉證說明者(如未設置帳簿)，則與業者進行協談。
4.為鼓勵檢舉營利事業逃漏稅，對於檢舉案件，如經緝獲，則就財務罰鍰之淨額提撥20%給檢舉人。
(四)資料收集與比對技術：
目前利用最廣的資料是信用卡請款資料。我國信用卡清算機構為「財團法人聯合信用卡處理中心」，該中心每半年會將簽約商店請款紀錄提供予財稅資料中心，各地區國稅局總局可自訂參數，比對半年的商店信用卡請款總金額及營業稅申報書銷售額及稅額總金額。例如：參數訂為90%，則信用卡請款金額大於等於申報書銷售額及營業稅額總金額90%的商店，會被挑選出來查核；最保守的參數是100%，假設商店無現金交易，請款金額高於申報書總金額，必定逃漏營業稅。例如：A餐廳2006年7-12月信用卡請款金額為100萬元，同期間恩報銷售額及營業稅額合計60萬元，經電腦比對產出報表，則該餐廳短報40萬元銷售額。
(五)促進納稅人自願依從：
納稅義務人在未經檢舉人檢舉之前，自動補報補繳所漏稅額(低報收入或虛列成本費用) ，並繳納該項稅捐原繳納期限截止之次日起，至補繳之日止，按日加計之利息，則免處刑罰、漏稅罰及行為罰。
六、問題與挑戰
意圖逃漏稅的現金密集產業，通常於帳簿記載不實且並未依規定取得或給於憑證，但稽徵機關仍可依行業特性或其他資料(如其營業成本)推估其銷售額。例如遊覽車客運業常漏開統一發票，稽徵機關發現其大量更換輪胎，即可推估該遊覽車公司合理的銷售額。
但部份行業如餐廳，常以漏進漏銷的方式逃漏稅，因成本難以掌握，故無法合理推估其銷售額，除了耗費大量人力的現場稽查外，尚無其他有效率的方式。
此外，雖然依據所得稅法第83-1條，稽徵機關或財政部指定之調查人員進行調查時，如發現納稅義務人有重大逃漏稅嫌疑，得視案情需要，報經財政部核准，就納稅義務人資產淨值、資金流程及不合營業常規之營業資料進行調查。但這項規定通常運用在個案，並無法有系統性地適用通案。此外，我國法律對於個人將銀行帳戶提供給他人使用，並無相關禁止規定或罰則，造成逃稅者利用親友、員工帳戶分散所得，並使稽徵機關難以查核，不易查獲其逃漏稅事證，也使資金查核無法發揮其所有成效，這是目前我國對於現金密集產業查核所面臨最大的困難。
第二節、各國報告
拾貳、泰國
一、現金密集產業定義
現金密集產業係指攤販、養豬業、計程車業、美容業及雜貨店等，其有一個特質是沒有申報正確的收入。
二、納稅者身分的確認及登記
(一)在泰國年營業額超過１８０萬，就要作營業登記。
(二)對於納稅者身分的確認，運用外部資料系統（其他政府單位的資料）及內部資料系統（VAT、  個人、公司所得稅及扣繳資料）來確認納稅者身分。
(三)設立一個針對沒有登記或無納稅依從的偵測系統：
1.設定查訪區域
2.針對不同產業活動，訂定不同的調查計畫（如餐廳、運輸業等）
(四)設立一個服務中心，提供稅務資料、或讓人投訴沒有開立發票的窗口，並設計獎勵計劃，讓消費者主動要發票。
三、審查策略
(一)運用前開內外部系統，收集納稅人的資料，特別是扣繳資料，可以與公司的費用相互勾稽。
(二)親自至營運據點訪查，算出真實的收入。
(三)稅務員在做資料審查分析後，可以作適當的調整，納稅人如有不服，可以提出上訴，稅務員亦可要求公司提出帳簿及文件查核。
四、納稅者的服務及教育
(一)透過網路，提供納稅者申報書填寫的資訊。
(二)鼓勵零售業者使用收銀機。
(三)與各產業協會舉行座談會，宣導納稅的義務。
(四)發展「你是優良納稅人」計畫，從學校教育納稅的義務。
五、現金密集產業所面臨的問題及挑戰
對現金密集產業課稅是困難的，泰方最近利用以下的系統，來進行審查：
(一)供給鏈系統：這個系統可以看出商家買賣方的關係，包括商品品名、數量等。
(二)GIS系統：利用其他政府單位的資訊，如房地產資料、家庭成員的資料，來加強審核系統，以強化納稅依從度。
第二節、各國報告
拾叁、越南
一、簡介
在越南商業活動大多透過現金交易，很少透過銀行體系，而且業者及消費者都很少開(收)發票，因為買者可以以較便宜的價格買東西，而且當稅務人員在查核時，買賣都互相包庇對方。
二、面臨的挑戰及風險

(一)在越南，商業活動以現金交易已成為一種習慣，很少透過銀行作價金的收付，所以信用卡消費系統的發展速度仍然很慢。
(二)礙於機器設備的不足，越南的電子課稅資料庫系統，尚無法容納企業所有的交易資料，如進貨發票、銷貨發票資料等，故不利於稽徵作業的執行。
(三)稅務人員在職訓練及購置電子設備等之預算受到很大的限制，故稅捐機關查核的軟體及硬體設備均不足。又稅務專家及技術人員的薪資不是很好，所以這些專技人員都離開政府部門，到薪水待遇較優渥的私經濟部門工作。
三、解決方法

(一)與其他稅務分局交換資料。
(二)將各政府部門資料結合或交換：如公司登記資料、公司登記配發之編號、信用的提供(銀行)等。並且公司登記配發之編號應予以統一，且適用於所有政府部門。
(三)所有的商業活動，先須讓業者了解法律，而且從小教育時，就應讓小孩了解納稅的義務。
(四)需要與企業常常面對面談話，舉辦座談會，交換意見。
(五)提供業者稅法、作帳的教育訓練。
第四章、現金密集產業課稅制度之國際經驗歸納
一、現金密集產業之簡介及其重要性
(一)現金密集產業之簡介
1就亞洲各國國際經驗而言，現金密集產業主要係指以現金交易、且組織型態為中小型規模之獨資、合夥及家庭事業，其業主教育水準不高，對租稅法律不甚了解，並且沒有完備之帳載資料，如攤販、洗衣店、園藝設計師、運輸事業、餐廳、專門技術人員如會計師、醫師及律師等。由於現金密集產業交易型態之特性，容易隱匿所得，造成租稅不公平，是各國稅捐稽徵機關所面臨之最大問題。
2.與會各國歸類為該產業之行業別，依其發展程度有所不同。發展程度相對較低之國家，多將攤販、小規模營業人等列為主要業別；而發展程度相對較高之國家，則以專業人員(如律師、醫師)及獨資資本主(如水電維修人員)為主。
(二)現金密集產業之重要性
1.發展程度相對較高之國家，並未特別重視該產業，稅務機關對該產業與其他產業施政措施並無顯著差異。
2.發展程度相對較低之國家，視該產業為經濟發展的要角，造就龐大就業人口，為稅務機關應予重視之對象。
二、現金密集產業之稅務專責機構及特定法規
與會各國對現金密集產業皆無稅務專責機構及特定法規。
三、現金密集產業面臨之問題與挑戰
(一)納稅義務人身分確認之問題
由於現金密集產業多為中小型家庭事業型態，由於業主對於法律不甚了解，或是基於不繳稅心態，大多不辦營業登記。由於不辦理營業登記，故納稅者無法掌握其身分。
(二)會計紀錄不完整，且常漏開發票
該產業部分經營者教育程度低，不瞭解如何製作會計紀錄，或其營業場所不易保存會計紀錄(如市場攤販)，致其會計紀錄常不完整。另經營者常以價金折減誘使消費者勿索取發票，消費者若無其他索取發票之動機，致經營者漏開發票規避稅負。
(三)易短漏報、隱匿所得且很難以查得資料推估其所得
該產業多採現金交易，易於隱匿並短漏報所得，以香港為例，該國面對資本主於免稅天堂設立公司帳戶，或以親友秘密帳戶藏匿所得尚無有效解決方案。另勞務業或服務業(如餐廳等)，不易掌握有效之成本費用以推估其所得。
四、解決現金密集產業問題之策略
各國皆認為要解決現金密集產業逃漏稅最根本的方式，是提高自願性的納稅依從。而提高自願性的納稅依從，有以下方式：
(一)提高自願納稅依從度
1.加強租稅教育
將租稅教育融入國民教育，並對產業協會、工商業會及直接面對營業人進行租稅教育，由社會各層面全面推廣租稅教育。
2.簡化稅政，降低依從成本
(1)簡化該產業之會計紀錄，如印尼僅須記錄收入毋須記載成本，免登載庫存明細帳等，並依簡易比例計算稅額，減輕納稅義務人保存會計記錄之負擔，進而降低依從成本。另如菲律賓，對於年營業額100,000元以下的獨資合夥事業，免除登記費用及保存帳簿等優惠。
(2)建立網路申報系統：如日本、台灣及菲律賓等。
3.加強服務與宣導
(1)與各產業協會合作：稽徵機關透過與產業協會的合作，由協會教育會員有關租稅法律知識。
(2)與業者面對面：舉辦座談會，與業者面對面溝通，了解業者的需求，並對業者作租稅的教育。
(3)對新設立公司給予特別的租稅服務：紐西蘭政府對於新設立公司，特別編制淺顯易懂的資料，讓業者了解設立營利事業後，所涉及相關租稅負擔問題。我國對於新設立公司，在營業登記後所回覆之公文，亦有簡單明暸之綜合所得稅、營利事業所得稅相關租稅負擔規定。
(4)CALL－CENTER：如日本建立服務中心制度，接受納稅人的詢問，解決納稅人的問題。
(5)日本稽徵機關在查獲記載不實的業者，稽查人員會請納稅義務人至辦公室，輔導正確的帳簿記帳。
(二)加強查核及整合資訊
1.提升查核技術
(1)利用生財設備推估所得：
依據各行業特性設定其推估所得之標準，以餐廳為例，其地段、員工數、桌椅數、營業時間、來客數等即為適切之標準。
(2)藉交易憑證防止短漏報所得：
我國及中國之統一發票制度，使消費者對交易憑證有一致之認知，降低消費者參與稅務活動之障礙，且兩國皆採行統一發票給獎制度，增進消費者索取統一發票之意願；另韓國以整合於現存信用卡系統之現金收據終端機規定商店開立收據，並提供抽獎及抵減綜合所得稅之優惠，亦為我國統一發票制度之另一型態。
(3)檢舉制度：
各國皆有檢舉逃漏稅制度，為重要查緝案源之一，並設立專線或信箱接受檢舉案。我國及馬來西亞對於檢舉內容屬實因而查獲逃漏稅案件之檢舉人設有獎勵制度，其餘各國並無類似之獎勵制度。
(4)事後查核：
若現金密集產業資本主完全規避上開查緝措施，稅務機關可依銀行帳戶法、財產淨值法及生活費用法，針對申報所得顯低於其銀行存入金額、財產增加之淨值及負擔之生活費用者，予以約談或調閱相關資料深入查核。
2.資訊整合
(1)稅務部門間資訊整合：
利用各稅間之因果關係及從屬關係，例如依財產稅及交易稅追蹤財產之淨值及財產之轉移，推估財產所有者是否短漏報所得。
(2)跨部門間資訊整合：
各政府部門有許多資訊可供稅務機關利用，作為推估納稅人財產或生活費用之依據，例如依在學學生學籍推估納稅義務人兒女之教育費用，依車輛登記及房地登記機關資訊推估納稅義務人財產增減情形等。另部分國家亦將公司登記資料、入出境管理局等資料列入資訊來源。
(三)現場訪查
針對重點商圈或查核對象進行現場訪查，除確認納稅義務人身分外，並得記錄其生財設備、營業狀況，據以推估其合理所得。
第五章、結論
就OECD發布的概要說明及亞洲各國國際經驗，現金密集產業係指以現金交易之中小型規模之獨資及合夥事業，其業主教育水準不高，對租稅法律不甚了解，故未辦理營業登記，或即使辦理營業登記，因銷貨時未開立發票，並且沒有完備之帳載紀錄，故短漏報所得情事嚴重。東南亞國家之現金密集產業規模佔總體經濟比例頗大，故各該國家對於該產業的稅務風險管理非常重視。

我國現金密集產業主要係一般日常用品零售業、餐廳、攤販及裝潢業等。一般日常用品零售業隨著經濟發展，從傳統的獨資自營雜貨店，演變成庫存物流系統完整之便利商店及大型賣場組織型態。由於該行業於銷貨時皆依法開立統一發票，故逃漏稅風險較低(本次與會之印尼代表，對於我國便利商店依法開立發票之納稅依從，相當讚歎)。惟其他行業，例如餐廳、夜市攤販、小吃店、裝潢業等，因未依法辦營業登記擅自營業、或辦理營業登記，但於銷貨時未依法開立統一發票，造成嚴重之逃漏稅情事。又我國社會福利支出，多以綜合所得稅申報資料作為補助的依據，前開業者一方面短漏報營利事業所得，另一方面再接受政府的社會福利補助，造成國家財政雙重損失。據報載，迭有小吃店老闆開高價之進口轎車，卻領有政府之低收入戶補助，讓民眾深感不平，並使有限的社會福利資源未能作最最有效之配置。

就我國總體經濟而言，現金密集產業並非主要產業，惟其交易特性，往往造成業者的嚴重逃漏稅，不利於租稅公平的維護。故加強該產業的納稅依從，亦應是我國稽徵機關應重視之課題。參酌各國經驗，對於我國現金密集產業稅務風險之管理，建議方式如下：

（一）以淺顯易懂的宣導方式，加強對新設立之營利事業租稅教育及輔導：

OECD於2007年1月發布摘要指出，營利事業發費太多的時間在申請設立登記及稅務申報相關表格填寫上，這對小型的營利事業是個負擔，並且遏止其辦理營利事業登記的意願，不利於稽徵機關掌握納稅者的身分。對於我國現金密集產業的稅務管理，建議參酌澳洲政府的作法，簡化營利事業稅務登記程序，並製作淺顯易懂的宣導文件，加強對新設立的營利事業予以租稅教育及輔導，俾利營利事業順利辦理營業登記。
（二）推廣消費者於消費時索取發票，或提高消費者以電子卡支付消費款項之比例：

OECD指出，消費者於消費購物時，如索取發票，則業者就不會隱匿收入，故在現金密集產業之納稅依從度中，消費者扮演很重要的角色。是以，推廣消費者於消費時索取發票，或提高消費者以電子卡(如：信用卡、悠遊卡)支付消費款項之比例，俾利稅務機關有效地掌握營利事業之銷貨收入。
（三）利用財產淨值法及生活費用法查核營利事業逃漏稅情事：

對涉嫌逃漏鉅額稅負之現金密集產業資本主，廣泛利用財產淨值法及生活費用法查核其逃漏稅情事。以新加坡為例，若納稅義務人購置房地產、車輛達一定金額，與其申報之所得顯不相當者，即予以查核；另馬來西亞對營業規模與其申報之營業收入不成比例者，即對其資本主進行生活費用查核，並請資本主說明其支付生活費用資金之來源。

（四）加強營利事業自願性之納稅依從：

OECD指出，營利事業納稅依從程度，取決於稽徵機關對待方式的影響－錯誤的對待方式，導致錯誤的結果。當稽徵機關發現納稅者不符稅法規定時，傳統作法即對於業者予以處罰，惟往往造成業者更換負責人，結束營業；而新的趨勢，採取的作法是協助業者遵守稅法規定，於輔導後，仍不遵守規定者，始予以處罰。OECD更指出，稅捐的稽徵必須考量成本與效益，而納稅者自願性的納稅依從即是成本最低的稽徵方式，各國對於現金密集產業稅務風險之管理策略，應著重在加強業者的自願性納稅依從。參酌國際經驗，建議我國加強營利事業自願性納稅依從之方式如下：

１、加強租稅教育及宣導：將租稅教育以生動活潑的方式，推廣至校園中；或與各產業協會合作，透過協會推廣租稅教育；或經常性舉辦稅務講習會，以簡單明瞭的方式，讓營利事業了解稅法的規定。
２、簡化稅政，降低營利事業納稅依從成本：簡化營利事業稅務登記及納稅申報之程序，以降低營利事業納稅依從成本。
３、向營利事業公開宣告，稽徵機關加強查核的業別及重點，並說明那些行為是不符合稅法規定，以生遏止逃漏稅之效果。
（五）加強消費者的配合：

OECD指出，消費者於消費購物時索取發票，業者之銷貨收入即不易隱匿，故促進現金密集產業之納稅依從，消費者扮演很重要的角色。參酌國際經驗，對我國加強消費者配合之方式建議如下：

１、推廣消費者於消費時索取發票，或提高消費者以電子卡(如：信用卡、悠遊卡)支付消費款項之比例，俾利稅務機關有效掌握營利事業之銷貨收入。

２、韓國政府為鼓勵消費者使用現金收據卡，對於使用該卡全年消費總金額之ㄧ定百分比，得適用綜合所得稅之列舉扣除額。該項方式，似可供我國鼓勵消費者於消費時索取發票，除了抽獎獎勵外，另一種獎勵方式設計之參考。

第六章、附件
China State Administration of Taxation (CSAT)’s Practice In

The Field Of Cash Intensive Business
● Organization responsible for cash intensive business

China is a developing country facing the primary stage of socialism, so our legal and taxation awareness lags behind that in developed countries. Many taxpayers withhold their business revenues and pay less or even no taxes, especially those who manage cash-intensive businesses. Examples of cash intensive businesses run the gamut and can include restaurants, bars, travel agencies, construction companies, automobile dealerships and jewelry merchants. At present, China doesn’t differentiate between cash intensive business and non-cash intensive business; the identical departments of government administer the whole business. 

There are a lot of cash intensive business among most taxpayers, the branch of finance can’t furnish proper business information to tax bureau because of its information technology and ability of manage. So, tax bureau collect the tax according to invoice and account other than information furnished by branch of finance. 

The problem being tax collection of cash intensive business is the difficulty in investigating and verifying the true business that embodies restaurant, hawkers, taxis, cleaners, etc having no invoice and account. In order to strengthen supervision on their revenues, the taxation authority of China took the opportunity when electronic cash register started to be popular and tried to achieve this objective through the extension and application of fiscal electronic cash registers (FECR). 

● Relating Provisions of the Tax Legislation

China doesn’t differentiate between cash intensive business and non-cash intensive business; thereby, there is no special tax law of cash intensive business. 

In <Law of the People’s Republic of China on Invoice Management > and <Rules for the Implementation of the Law of the People’s Republic of China on Invoice Management >, the taxpayers are required to invoice per transaction. However they avoid invoicing by give some discount to buyer or other cheating means. The problem that tax administration cannot handle information of the taxpayer’s all transactions, especially trading in cash, should be settled by using FECR, because every trade must be conducted through ECR and the electronic data is recorded in cash register.

● Approach: enforcement and service strategies. 

Because the information exchange system among the government institutions is laggard in China, tax bureau cannot get the authentic and comprehensive registered information from other government administrations. So a statute is ordained that only the invoice supervised by tax bureau should be treated as one and only legal voucher for relevant business. The taxpayers are required to invoice per transaction and the purchasers have to ask for invoice to prove their payments. However just those who have self-acting registered in tax bureau may get invoice termly. It’s very useful to bring the non-registered into the tax net. But tax bureau still don’t handle information of the taxpayer’s all transactions by invoice. Fixed amount and fixed intervals tax is introduced to manage small individual industrial and commercial operators, the restaurant, hawkers, taxis, cleaners, etc who have no invoice and account. Those measures operate as follows:

· Electronic invoice in China
    1、Background of the Fiscal Cash Register in China

·   In order to strengthen papery invoice management in 1997, China launched the pilot program of fiscal cash register in part of the cities, hoping to improve national standards of the register and popularize supporting facilities.

·   In 2004 when all the conditions were ripe, State Administration of Taxation issued a document to stop the sale of nonstandard fiscal cash registers so as to popularize the standard ones. The sold nonstandard ones can still be used. Under the leadership of State Administration of Taxation, a leading group was formed with the participation of Ministry of Information Industry, General Administration of Quality, Supervision and Quarantine and Ministry of Finance. Among them, Ministry of Information Industry sets standards and examines the qualification of cash register producers; General Administration of Quality, Supervision and Quarantine issues the standards and producer’s license and tests the registers; and State Administration of Taxation promotes the extensive use of these machines.

2、Concept and Functions of Fiscal Cash Register
·   Fiscal cash register is the cash register with fiscal functions, while financial fiscal cash register is the one integrating functions of bank card payment, tax control and cash register. 

·   Fiscal function means that daily or monthly turnover data are stored through fiscal card and memory on a reliable and unalterable basis. Report data for 5 years at most can be stored. 
3、Procedures of Installation and Use of Fiscal Cash Register

·   Fiscal cash registers must be initiated by the taxation authority before being used, and users should report their transaction data to the authority with “user card”. Financial fiscal cash registers should be reinitiated in the bankcard acceptance devices apart from the first initiation. During transactions, Taxpayers use the machine to print the invoice produced by the taxation authority, one invoice per transaction. Besides ordinary data, the invoice should be printed with the tax register number of taxpayer, printed number, machine code and fiscal code. Taxpayers should also report their sales to the authority with fiscal card on a monthly basis. 

·   The fiscal function of Chinese machine is different from that in other countries because Chinese machine has to control both transaction data and invoice printing; the transaction data of taxpayers must be reported.

4、Management of Use of Fiscal Invoice

·   Taxpayers should report the use of invoice to the taxation authority regularly and have their fiscal card cleared and unlocked. Then the new electronic number range will be distributed along with corresponding paper invoices         

·   The reported data include collected data and detailed data. Who only reports collected data according to requirements must keep the invoice stub and store detailed e-data meticulously.     
·   The industries and invoices needing deduction or special control is regulated by the dedicated policies issued by State Administration of Taxation, for example the printing, use and management of Communications Invoice, Motor Vehicle Sales Invoice, Building And Installing Invoice and Real Estate Invoice, together with the choice of fiscal tools to control the above-mentioned procedures.        

·    Fiscal invoices are printed with passwords. The series of fiscal cash registers can print fiscal codes on them and distinguish them from the false ones through fiscal cash register management system, and all people need to do is to make a call or log on to the website. 

5、Principles and Scope of Popularization and Application of Fiscal Cash Register
·   Principles: unified standard, producer’s license, governmental guidance and step-wise coverage

·   Scope: People required to buy and use fiscal cash registers include the taxpayers in retail, catering, entertainment and service industry, who have a certain business scale and fixed places. 

6、Status Quo of Use of Fiscal Cash Register

·   This program was first launched in July 2005 at a videoconference held by the four governmental agencies. To date, State Taxation Bureau and Local Taxation Bureau of Hunan Province and State Taxation Bureau of Guangdong province have finished bid invitation and lectotype. Hunan province is expanding the pilot program and planning to spread the application of fiscal cash register in the whole province in 2007 when the program is over.

·   Now Beijing, Shanghai and Dalian are about to invite bids and the bid invitation and lectotype will be finished soon in the other provinces and cities.

7、Preferential Tax Policies for Fiscal Cash Register Users

·   The taxpayers who have bought fiscal cash registers and financial fiscal cash registers can use the VAT invoice written out by the producers when the registers are bought to deduct input VAT (17%).

Besides, the expense of machine can be deducted before tax as fixed asset depreciation.        

8、Overview on Financial Fiscal Cash Register

·   With the development of financial sector, bankcards are more and more widely used. Since cash registers and bankcard payment terminals are both popularized rapidly, the programs of the two can be rolled into one. We are planning to launch the program on popularizing financial fiscal cash registers. The full-fledged information system of financial sector can help us supervise tax sources; meanwhile our program can promote the extensive use of bankcards. 

·   State Council Information Office, State Administration of Taxation, Ministry of Information Industry, People’s Bank of China, General Administration of Quality, Supervision and Quarantine and Ministry of Finance is to set up together the information sharing leading group of financial cash register to popularize the machine.

◆ Fixed amount and fixed intervals tax on small individual industrial and commercial operators

At present, there are about thirteen million individual industrial and commercial operators who hardly use invoice and most adopt cash business. Tax bureau has no effective tool to master their real add-valued amount and business amount. Herein, tax bureau takes these measures:

First: substantially, carrying out simple levy ratio

In China, individual industrial and commercial operator who hardly uses add-valued tax invoice should pay add-valued tax; tax bureau cannot judge its add-valued amount through add-valued tax invoice, so tax bureau collects tax according to business amount other than add-valued amount. Now simple levy ratios are 4% and 6%.

 Add-valued tax amount = business amount levy ratio
Second: procedurally, implementing fixed amount and fixed intervals

Tax bureau has no tool to know the real business amount of individual industrial and commercial operator who most adopts cash business, hence, tax bureau assesses its business amount and income amount of fixed intervals, fixed place, fixed business scope, namely fixed amount and fixed intervals, for short fixed amount, then collects its tax in accordance with its fixed amount.

In order to make fixed amount approach real business amount, tax bureau takes some impersonal parameters to evaluate fixed amount, for example, business operation person, area, place, scope etc.

● Problems in Addressing the Cash Intensive Business and Challenge

For the policy of fiscal electronic cash registers the key problem is how to make consumers asking for invoice forwardly. The criterions of assessing fixed amount are impersonal other than scientific, hereby; the fixed amount does not accord with reality. Many kinds of methods were used for activating consumers to get their transaction voucher. But the better method is still searched after.
Hong Kong Special Administrative Region

Peoples’ Republic of China

1.   
Cash intensive business in Hong Kong

1.1
In Hong Kong, a significant proportion of businesses are cash intensive which range from small companies such as restaurants, doctors’ clinics, and groceries to medium sized businesses like metal suppliers, wholesalers of fabrics, garment accessories, building materials, jewellery shops, etc.  

1.2 
The Inland Revenue Department (“IRD”) is concerned with the issues arising from activities in these cash intensive businesses.  They include loss of revenue through tax evasion, impacts on both the taxpayers’ behaviour and the economy, and distorted economic indicators.  Various compliance and enforcement measures have been put in place to tackle the issues arisen.

2. 
Organization responsible for cash intensive business

The IRD adopts a generalized approach with regard to the regulation of cash intensive business.  Registration and examination of tax returns filed by these businesses are not put under a specific unit within the department.  A specific trade category number is allocated to each so as to characterize these businesses for proper grouping and administration.  

3. 
Relevant legislations

3.1
The Business Registration Ordinance (Cap. 310) stipulates that any person carrying on business in Hong Kong is required to apply to the Commissioner of Inland Revenue (“Commissioner”) to register the business.  A business registration number will be allotted to the business on registration.

3.2
The Inland Revenue Ordinance (Cap. 112) (“IRO”) provides that every person chargeable to tax (including persons carrying on business and persons under employment) for any year of assessment shall inform the Commissioner in writing that he is so chargeable not later than 4 months after the end of the basis period for that year of assessment unless he has already been required to furnish a return.  

3.3
The IRO also requires that every person carrying on a trade, profession, or business in Hong Kong shall keep sufficient records in the English or Chinese language of his income and expenditure to enable the assessable profits of such trade, profession or business to be readily ascertained and shall retain such records for a period of not less than 7 years after the completion of the transactions, acts or operations to which they relate.  The IRO specifies the types of records to be kept. 

3.4
Persons carrying on business, profession or trade in Hong Kong are required to file notifications of remuneration paid to persons other than employees.  One of the aims is to identify the independent contractors who render services for profits.

3.5 
Commissions, rebates and discounts are reportable payments.  In the profits tax returns, taxpayers have to disclose details of these payments showing the name, address and identity card number or business registration number of each recipient.

3.6
Depending on the evidence available and the gravity of the offence, persons who have filed incorrect returns, failed to notify chargeability or willfully evaded tax may face civil penal actions or criminal prosecutions.  The maximum penalty under civil proceedings is an amount equivalent to 3 times the tax undercharged while the maximum criminal sanction is a fine of HK$50,000 for each offence, an additional fine of 3 times the amount of the tax undercharged and an imprisonment for 3 years.

3.7
The IRO provides for penalty for failure to comply with the requirements to keep sufficient accounting records.  The maximum fine is HK$100,000 for each offence.

4. 
Major risks of cash intensive business

The major risks associated with cash intensive business are non-registration of business, under-reporting or even non-reporting of the incomes or profits and maintaining poor records.  Higher risks for manipulation of their incomes and expenses generally subsist where the owners are closely involved in the day-to-day activities and the internal controls are weak and easily overridden.    

5.
Cases tracking and enforcement approach

5.1
Businesses are required to provide key financial data when they file their tax returns.  These data will be input into a departmental database. The responsible officers can select businesses with performance deviating substantially from established norms for further review.  For example, a restaurant reporting a gross margin of 15% would be easily picked up for audit when the industrial average is around 30%.

5.2
Building upon experience gained from audits on these businesses, a departmental database is maintained where benchmarks are established for different lines of businesses including cash intensive business.  With the help from information specialists, a process based on this intelligence pool was implemented whereby scorecard is prepared for each taxpayer.  The scorecard is a statistical tool to compute the risk for corporations and partnerships and supports a more sophisticated case selection process for audit.

5.3
To combat and deter non-compliance, audits of cash intensive businesses are sometimes on project basis.  The audit exercise of one case may be expanded to other businesses of the same industry if the risks involved are identified as high from the audit results.

5.4
Where a taxpayer purchases luxurious assets such as landed properties, enquiries may be raised on the sources of funding to check if there is unreported income.

5.5
Tax inspectors also carry out periodic checks on premises such as shopping malls where cash businesses are densely operated to ensure that all businesses in operation have duly registered with the Business Registration Office of the IRD.

5.6
Tip-offs from informants provide a principal source of information about the irregularities of participants in cash intensive trades.  Referrals from other law enforcement and governmental agencies constitute another source of information for the identification of taxpayers for audit and investigation. Occasionally, cover stories in newspapers and magazines unveil profitable trades and businesses that worth a tax review.

5.7   
On top of the Investigation Unit, the IRD set up a Field Audit Group for performing field audits on selected businesses in 1991.  The general public was informed that cash intensive business would be selected as a prime target for field audit as it was, and still is, generally recognized that cash intensive businesses are prone to under-report their incomes.   Extensive audits were carried out on cash intensive businesses such as medical practitioners in private practice, restaurants located in prime sites and the like and with very fruitful results.  

5.8
Detailed list of the business records required to be kept is published on the IRD’s home page and pamphlets for easy reference by taxpayers and tax professionals.  The field auditors visit taxpayers’ premises to examine the accounting records to see if they comply with the statutory record keeping requirements and to verify the correctness of the tax returns filed.

6. 
Problems in addressing cash intensive business

6.1
Where a taxpayer does not keep sufficient records, it would be difficult to quantify the discrepancy by applying direct methods.  More resources are necessary to overcome these problems through tracing the fund movements in the taxpayers’ personal and business bank accounts.  Laborious indirect methods are often the last resort.

6.2
An example of using the indirect methods is the audit of doctors in private practice with no proper records and abnormal bank deposits.  The unreported income may be projected by applying the drug rate, checking the patients’ cards or onsite observation of the pattern of patients’ visits etc.. The drawing up of an assets betterment statement is also one of the indirect methods that can be adopted for cases with incomplete accounting records.

6.3
When adopting an indirect quantification method, we often encounter the problem of how to locate all bank accounts and assets of the taxpayer.  Omitted sales proceeds may be hidden in secret bank accounts of a nominee company registered in a tax haven or bank accounts opened in the name of a relative or friend.  Information on overseas assets and bank accounts is also difficult to obtain.

7.
Promoting voluntary compliance

The IRD aims at enhancing taxpayers’ compliance by providing guidance, support and education through direct counter enquiry services, telephone hotlines, information leaflets and the IRD’s website.  Reporting successful prosecution of tax evasion cases by the media can attract the attention of the general public.  As a means for enhancing transparency over its enforcement activities, the IRD has published its penalty policy.

8.
Challenges from e-commerce

Many businesses are now setting up virtual businesses in the internet where goods are offered for sale.  The sharp escalation in e-trading activities renders the problem of proper administration of these businesses a more prominent one.  For example, a company, which does not register itself with the IRD, may choose to register itself in a tax haven for conducting business.  Its server is placed overseas and unknown to the IRD, but its operating activities are essentially carried out in Hong Kong.  With the fast paced advancement in technology, new business modes are emerging by the days.  It is therefore necessary for revenue authorities to be cognizant of the current developments, and actively patrol the internet for gauging the nature of these activities and the scale of their operations.  

9.
Way forward

On the other hand, the advancement of information technology is also a good news to us.  With the increasing popularity of payments by electronic means, the volume of cash transactions should be reducing.  In Hong Kong, you can use your credit card at most shops including restaurants, department stores etc.  For small payments (such as bus fare, newspapers etc.), you can use an “Octopus” card which is even accepted in wet markets.  
THE TAX ADMINISTRATION’S PRACTICE IN THE FIELD OF CASH INTENSIVE BUSINESS－Indonesia
Introduction

Having the instability of the crude oil price in the international market during the 1980’s, the Government of Indonesia decided not to depend on the oil and gas revenues as the main source of income to finance the state budget. Since 1980’s  tax revenue has become the main source of income for the state budget. It contributes about  two third of the total income of our state budget. In order to maintain the sustainable tax revenue as the backbone for the Indonesian state budget, Government of Indonesia launched the first tax reforms in the end of 1983 by revising the old fashion laws inherited by the Dutch Colonial Government. 

Through the tax reform, a set of laws were issued namely General Procedure and Provision Law, Income Tax Law, Valued Added Tax and Luxury Good Tax Law. The aims of the tax reform are to provide equality, simplicity, neutrality and legal certainty. Additionally, official assessment was replaced by self assessment with aiming to invite the large paticipation of taxpayers in the national development by paying tax.  Moreover, Government of Indonesia issued  Stamp Duty Law in 1985, Tax on Land and Building Law in 1985 and Acquisition Duty of Rights on Land and Building in 1998. 

In order to cope with the rapid development in the sectors of economics, business and information technology, the Government has conducted several tax reforms in year 1994 and then in year 2000. However, the basic principles of equality, simplicity, neutrality and legal certainty are still built in the laws. 

Having conducted tax policy reforms, Government has launched administrative reforms covering several aspects namely, human resources, structure, facilities, method of works, and organizational culture. Those are aimed to improve the quality of tax service and conduct proper supervisory which are led to the increase of taxpayers’ compliance resulting the increase of tax coverge ratio and tax revenues.

Both tax policy and administrative reforms are conducted with the same objectives i.e. branding organizational image and maintaining sustainable tax revenues as the main source of income for the state budget. Since year 2000, the average growth of our tax revenue is above 20% and the target tends to increase every year in line with the amount of the state budget. 

Under the self assessment system and to improve the taxpayers’ participation in the system, the third functions of DGT namely, tax dissemination, service and law enforcement should be implemented, evaluated and continously improved. Tax dissemination is aimed to distribute tax information that is necessary to improve the awareness and compliance of taxpayers. Meanwhile, tax service is aimed to provide simplify and convinience for them in fullfiling their tax obligations. Law enforcement is aimed to improve taxpayers’ compliance by giving them deterrent effects.  

Initiative Measures Dealing With Taxpayers Compliance

1.
Modern Tax Administration

Modern tax administration firstly launched in Indonesia since 2001 by the establishment of the modernization team and technically assisted by IMF. The  objectives of Modern Tax Administration are to  enhance tax service towards taxpayers by providing facilities that streamlines the procedures for tax compliance, improve compliance monitoring of taxpayers individually, improve DGT public image, and accelerate implemented process of good governance.

In the mid 2002, the Government established large taxpayer offices (LTO) consisting of one regional tax office and two district tax offices. Furthermore, the Medium Taxpayer District Tax Offices (MTO) were established in 2004 then followed by the incorporation of the Small Taxpayer Offices (STO). The first stage of modern tax administration program will be finalized in the year 2008 by establishing MTOs and STOs in all regions in Indonesia.

The MTOs are established in each regional tax office, and every regional tax office has owned number of the STOs. A set of criteria namely, turn over, assets, tax paid, tax arrears are determined to classify taxpayers into such above three different categories. Furthermore, the previous three different district tax offices namely tax audit and investigation office, land and building tax office, and tax service office are merged to be come STO. For the small size taxpayers are registered at the STOs, and the structure of the STOs and regional offices are presented as follows:

                                                 Picture 1
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Modern Tax Administration covers at least 5 (five) aspects namely, (i) structure of organization, (ii) human resources, (iii) facilities and buildings, (iv) code of conduct, (v) integrated tax administration system. Additionally, the administrative measure has benefits as the following: 

a. Separation of service, compliance monitoring, audit, objection, and tax counselling functions create better built in internal control and improve transparency;

b. Service and compliance monitoring toward taxpayers are more effective. These functions are done through Account Representative (AR);

c. Cost of compliance and cost of tax administration are more efficient due to better system and less bureaucracy; 

d. Tax cases can be executed, monitored and solved faster ;

e. Account Representatives (AR) are assigned based on the working area. 

The organizational characteristics of the tax offices which implement modern tax administration:

a. are structured based on function instead of type of taxes to provide efficient and effective service to taxpayers

b. provides Account Representatives (AR) who are responsible to serve and monitor certain number of taxpayers in term of their tax right and obligation. Each taxpayer will be served by an Account Representative.

c. LTO, MTO or STO are supervised by Regional Tax Office. District Tax Office conducts operational functions such as service, monitoring, collection, and audit. In case of tax dispute between District Tax Office and taxpayers, regional tax office will handle the dispute. 

2.
Taxpayer Registration (TIN) Program

The objectives of the TIN Registration program are to increase the number of registered individual taxpayers to maintain the sustainability of tax revenues, improve the equality of the distribution of tax expense, promote the fair competition, and up grade the database. 

The basic principles of the TIN Program are as follows: (i) TIN are given to all qualified individual taxpayers, (ii) TIN are given by the district tax offices where taxpayers reside, (iii) TIN program is conducted comprehensively, integratedly, and sustainably, and (iv) the program provides simplicity, flexibility, effectivity and efficiency. 

Having large number of registered individual taxpayers in our tax administrative system, DGT can conduct the monitoring and supervision on taxpayers’ compliance. Additionally, law enforcement can be conducted in order to improve the taxpayers’ compliance led to the increase of tax revenues.

TIN Program is launched firstly in year 2007 and the result will be obtained in the following year in term of tax revenue and the improvement of tax administration of individual taxpayers. Moreover, there are about 7 (seven) million new individual taxpayers will be registered by the program in this year. In addition, with the large number of individual taxpayers registred, the systematic law enforcement on individual taxpayers will be started in the following year as well as the improvement of the tax administration including database.

The target of the TIN Program are individual taxpayers who meet the qualification under the existing regulations. TIN are given to taxpayers based on three approaches namely, employer, property base, and professional base. First, through employer TIN are given to shareholders, board of commissioners, board of directors, and employees. Second, through property, TIN are given to owners of outlets and stores located at the business centers, housings and apartments. Third, through profession, TIN are given to professionals such as doctors, notariats, lawyers, appraisals and accountants. Conducting TIN Program to individual taxpayers, DGT is assisted by regional government, other concerned government institutions and business associations. 

Initiative Measures Dealing With The Cash Intensive Business

In the most developing countries such as Indonesia, number of the small sized business are large and then most of their business transactions are based on cash basis. Meanwhile, the volume of the business transactions are significant for the economic growth of the states like Indonesia.

The existency of small sized business in Indonesia is important because their number are large and employ a large number of workers. Therefore small sized business have significants role to the sustainable the Indonesian economics.

In order to provide simplication for the small sized business to conduct their tax obligations, DGT has issued some regulations dealing with bookkeeping, method of calculating net income, and monthly tax payment. For examples, an individual taxpayer run his/her own business known as an independent personal service who meets certain criteria i.e. turn over less than Rp 1,8 billion, is allowed to use recording instead of bookeeping. Recording is more simple than bookeeping because it only consists of sales. In addition with the use of recording, the taxpayer is allowed to use Norm for calculating of his/her net income, and then the net income is deducted with non taxable income resulting his/her taxable income. Moreover, his/her tax income is determined by taxable income times progressive tax rate stipulated under Article 17 of  Income Tax Law.

           Table 1. Individual Tax Rate and Income Bracket

	Income Bracket (Rp)
	Rate (%)

	 Up to Rp 25.000.000
	5%

	More than Rp 25.000.000 up to Rp 50.000.000
	10%

	More than Rp 50.000.000 up to Rp 100.000.000
	15%

	More than Rp 100.000.000 up to Rp 200.000.000
	25%

	More than Rp 200.000.000 
	30%


For individual taxpayer who owns more than one outlet, the presumptive tax with the rate of 2% from turn over is applied for the calculation on the monthly installment. The monthly installment is treated as his/her prepaid tax and could be claimed as tax credit at the end of fiscal year. However, the monthly tax installment is regarded as a final tax if the taxpayer does not have any income other than derived from outlet. This means that the prepaid tax is not allowed to be claimed as tax credit.
Closing Remarks

1. Tax policy and administrative measures that are conducted by DGT are necessary to improve taxpayers’compliance by continously improving tax service and monitoring. The outcome are the increase of tax revenue and DGT’s possitive image.

2. Indonesian DGT is very concerned to cope with the issue of the cash intensive business by implementing tax policy and administrative measures. Conducting tax policy reforms and launching modern tax administration are aimed to improve the taxpayers’ compliance lead to the increase of tax revenues and the institutional image.

3. In fact, the number of small sized business are large in Indonesia and their constribution are significant for our social and economic activities and also for tax revenues. To improve their participation in paying tax, the aspect of simplification is adopted by allowing them to use recording rather than bookkeeping, the use of Norm in calculating net income, and the use of the presumptive tax for their monthly tax installment.

4. To broaden the tax basis, the DGT has launched TIN Program by three approaches namely, employer base, property base, and proffesional base. This program requires qualified individual taxpayer to have his/her own TIN.

Tax Administration’s Practice in the Field of Cash Intensive Business in Japan

Part 1.  Overview of Tax Administrative Structure

    The National Tax Agency (NTA), established as an external organization of the Ministry of Finance on 1 June 1949, is mainly charge of the assessment and collection of internal taxes, which until then had been executed by the Tax Bureau.  

    The NTA, headed by a Commissioner, consists of the Commissioner’s Secretariat and three Departments with 669 officials, several affiliated organs with 820 officials, 11 Regional Taxation Bureaus (RTB), Okinawa Regional Taxation Office, and 524 Tax Offices with 54,696 officials (As of the end of FY 2005).

1.  NTA

1.1  Overview

      The NTA is charged with planning and programming for tax administration. The Agency gives instructions regarding those plans and programs to the RTB and the Okinawa Regional Taxation Office and conducts guidance and supervision of the activities of the RTB and Tax Offices. Serving as the center of tax administration, the NTA also carries out overall coordination with other ministries and agencies as well as other related institutions. 

1.2  Organizations Responsible for Tax Audit

To realize the proper and fair assessment of taxes, the Taxation Department proposes plans to execute tax administration, including examinations.

The Large Enterprise Examination and Criminal Investigation Department is in charge with guidance and control in the examinations of large corporations, the investigations based on the National Tax Violations Control Law, etc.

2.  RTB and Okinawa Regional Taxation Office

2.1  Overview

      Under the guidance and supervision of the NTA, the RTB and Okinawa Regional Taxation Office guide and supervise Tax Offices in respect of their tax assessment and collection. In addition, the RTB undertakes tax assessment and collection targeting large corporations, large amount delinquent taxpayers, and large-scale tax evaders.

2.2  Organizations Responsible for Tax Audit

The Taxation Division of the Taxation Department guides and supervises Tax Offices’ operations, including examinations. This Division also determines and instructs the basic direction of examinations.

      The Information and Examination Division of the Taxation Department carries out examinations of difficult cases and helps the improvement of Tax Office staff examination skills through the examination of cases that will help to train staff.

      The Large Enterprise Examination Department carries out examinations of large enterprises (with capital of \100 million or more) and foreign corporations.

      The Criminal Investigation Department carries out investigations and examinations based on the National Tax Violations Control Law, and enforces regulations in the case of violation.

3.  Tax Office

3.1  Overview

      The Tax Office is responsible for the assessment and collection of national taxes under the direction and supervision of the RTB. The Tax Office is the organ most closely connected to taxpayers.

3.2  Organizations Responsible for Tax Audit

      The Examination Group in The Taxation Group is responsible for the examinations of small and medium sized corporations and individuals.

(Chart 1) Organization chart
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Part 2.  A Brief Introduction of Tax Audit
1.  The Mission of the NTA

    Japan adopts Self Assessment System. Under this system, the promotion and enhancement of taxpayers’ compliance are important issues.

The mission of the NTA is to help taxpayers to voluntarily fulfill their tax responsibilities properly and smoothly. In order to fulfill its mission, the NTA has tried to properly and fairly impose and collect internal tax through tax education, public relations and other activities (Taxpayer services) to help taxpayers understand and fulfill their tax responsibilities, and through activities (for promotion of proper and fair tax administration to maintain and improve taxpayers’ compliance with tax laws) to implement accurate instructions and examinations regarding taxpayers alleged to have failed to properly fulfill their tax responsibilities. The later activities are designed to prevent good taxpayers from feeling unfairness regarding taxation.

    For this reason, the NTA puts a stress on examination work and about 70% of total tax officers are engaged in examination.
2.  A Legal Basis of Tax Audit

    As mentioned above, under the Self Assessment System, the improvement of taxpayers’ compliance with tax laws is a major matter. The neglect of taxpayers’ failures in their duty will cause a sense of unfairness about taxation. The tax examiners are given the authority of inquiry and inspection by tax law to prevent such situation. 

    According to the tax laws, the tax officials may make inquiries into a person (corporation) who is obliged (or considered to be obliged) to file a final return, or inspect books and records and other things, if necessary with respect to inspection on income (corporation, consumption, etc.) tax. In addition, the officials may make inquiries into third parties who are considered to be liable to pay money or transfer goods to the person, or third parties who are considered to be entitled to receive money or goods from the person, or may inspect books and documents pertaining to the business.

    The person who refuses the inquiry and the inspect without a sufficient reason is given an up to one-year jail sentence or fined up to 200 thousand yen.

3.  The Trend of Tax Audit

    Recent years, the NTA has given priority to unscrupulous taxpayers who are believed to be improper returns and has promoted both of deep examinations and simple and massive examinations of such taxpayers.

    As a result of it, the unrecorded income discovered through field examination averaged \8,990 thousand per case (\6,270 thousand in BY 2000) for income tax and \11,636 thousand (\10,174 thousand in BY 2000) for corporation tax in 2005 Business year. Comparing this to 2000 figures, it is clear that the amount of unrecorded income per examination case is on the rise. (Chart 2) shows a recent trend of types of businesses with large amount of undeclared income per case. Cash intensive businesses are ranked higher in this chart. 

(Chart 2)

Types of businesses with large amount of undeclared income per case over the last 3 years (Individuals) 

	
	Business year 2003
	Business year 2004
	Business year 2005

	
	Type of

business
	Amount of 

undeclared income

per case

(10 thousand yen)
	Type of

business
	Amount of 

undeclared income

per case

(10 thousand yen)
	Type of

business
	Amount of 

undeclared income

per case

(10 thousand yen)

	1
	Money lender
	2,787
	Money lender
	4,329
	Money lender
	3,407

	2
	AEB
	2,297
	Cabaret
	2,512
	AEB
	2,497

	3
	Hospital
	2,138
	AEB
	2,166
	Hospital
	2,370

	4
	Bar
	1,548
	Sales representative
	1,505
	Cabaret
	2,095

	5
	Pig farm
	1,362
	Hospital
	1,344
	Bar
	1,404


Business year: 1/July through 30/June        AEB: Adult Entertainment Business
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           : Cash intensive business       
Part 3.  The Approach to the Cash Intensive Business
1.  Taxpayer Information Management

　　For effective and efficient target selection, an appropriate taxpayer information management is indispensable. The NTA introduced KSK system (“Kokuzei Sogo Kanri” system, which means the Comprehensive Tax Administration System) in 1995 to make various key clerical activities related to tax administration more advanced and efficient by carrying out integrated management of information across regional and tax item boundaries. The KSK system has following functions: (1) The system makes possible centralized management of national tax claims and other items by accumulating input data on filing and payment of taxes in the system and then linking such data systematically. (2) By performing diversified analyses using the accumulated information, including information on accounting items and documents, the system enables the enhancement of policies by providing support for the selection of target for examinations and delinquency dispositions.

    The NTA manages taxpayer information through the system. Taxpayers who should be paid special attention because of their past final returns, past examinations, other information, etc. are managed as “continuous management taxpayers”. The NTA observes them continuously and makes positive effort to collect and accumulate information, and analyzes the information to select an examination-worthy target. 

2.   Collection and Accumulation of Information

     “Information” refers to a wide range of information related to taxpayers, including transactions (settlements), acquisition of assets, incidents, events, and rumors. Information sources include counterparts in tax examinations, records and books held by Tax Offices, mass media information, and experiences/observations by NTA personnel.

     As mentioned above, information plays an important role in the selection of big tax-evaders and other truly examination-worthy targets. As a matter of fact, the top reason of a selection of target, which the total amount of undeclared income is 20 million yen, is an existence of information. In other words, the effective target selection based on information leads into finding a taxpayer’s fraud.

2.1  Information Gathering Activities

    Information to be collected is classified into the information that is required by law to be submitted (statutory information) and the information that is not required by law to be submitted (non-statutory information). 

There are 51 kinds of statutory information such as “Withholding record of employment income”, “Payment record of rentals, etc. of real estate”, “Record of cross-border payments”, etc. To ensure the information is properly submitted, those who are obligated to submit information are accurately identified and are given guidance concerning the submission of information. 

The non-statutory information is information selectively collected which is regarded as highly useful in examination. There are several ways in which such information is collected: collection at the time of examination, collection on “Information day” (Each Tax Office designates “Information day” every year for the collection of information from statements attached tax returns, etc.), special collection(a collection of information which requires collection continuously from information source newly developed, or specified at the NTA or RTB), ordinary collection(a collection of transaction information through an inquiry in writing to corporations and sole proprietors), and work on development of information sources (Investigation of useful sources and collection of information by Development Specialists, focusing on the careful observation of industry economics, etc.). In addition to this, an information collection by tax officials through their everyday life plays very important role in information gathering activities. For example, an official takes notes when he/she finds a shop does not punch prices into their cash register despite the fact that the shop has a cash register. This kind of information is difficult to collect other ways. The NTA holds an information conference regularly to stimulate the information gathering activities, and adopts a commendation system of information gathering activities in the same reason.   

 2.2  Sorting, Dispatching and Delivering Information

     Collected information is sent to Information Center or Tax offices or fed into computers, according to contents of the information. 

The information which is fed into computers is sorted by names and addresses. Information that has been sorted in this way is then kept stored in the computer for use appropriate form for operational requirements. The NTA uses the KSK system as an information management tool. And each RTB adopts original information systems. These systems make effective information use possible. Officials can sort and abstract information through the system as he/she likes. So, if he/she wants to abstract information of taxpayers whose funds are more than 10 million yen, he/she can easily get the latest information. The information system contributes greatly to a continuous management of taxpayers and an examination-worthy target selection. 

3.  Tax Examinations for Cash Intensive Business

In order to ensure proper and fair taxation, the NTA implements rigorous examination on taxpayers who attempt to evade their tax obligations. We endeavor to conduct smooth tax examinations through various efforts. Tax examinations have important role to enhance taxpayers’ compliance. Under the self-assessment system, tax officials are entitled to make inquiry and inspection of taxpayers. 

Cash intensive business such as restaurant, bar and retailer is suspected of false of accounting and evading tax due to the following characteristics of the transactions.

- most transactions are settled by cash and records of them are not remained in bank accounts

- scale of each transaction is relatively small and hard to grasp cash flow

- hard to conduct counterpart examination because most clients are composed of the general public
  - easy to exclude casual revenue from accounting books

In fact, cash intensive business is ranked as one of the businesses in which fraud cases are discovered most frequently almost every year. For these reasons, the NTA recognizes cash intensive business as one of the priority industries to be examined. 

3.1  Selection of Target Taxpayers

Taxpayers that may possibly be filing improper and false returns are selected by priority. Chief examiners at district tax offices and regional taxation bureaus select the target taxpayers by utilizing all available information, such as past tax returns, past examination records and rumor. Also information accumulated in “KSK system” (comprehensive tax administration system) is utilized in target taxpayer selection process.

3.2  Preparatory Examination

3.2.1  On-desk Preparatory Examination

The assigned examination officer makes a detailed analysis of the documents submitted by the taxpayer, including a wide variety of information. Specific processes of on-desk preparatory examination can be outlined as follows.

- Grasp of General Business Conditions of Target Taxpayer

Using past tax returns, tax examination records and the like, grasp the characteristics of business line, management, profitability, etc.

- Review of Tax Returns and Financial Statements including Attachments

Comparative analysis of financial data at least for 5 year is needed. 

To identify the items to be examined and specify the possibilities of false accounting 

- Check point for each account in financial statements

Sales: In case income is relatively low despite sales increase comparing to previous year

  - Suspicion of excluding sales from financial statements 

Gross profit ratio: In case ratio is lower than previous year

  - Suspicion of excluding sales from financial statements

  - Suspicion of excluding inventories from financial statements

  - Suspicion of reporting fictitious purchases on financial statements 

Operation margin: In case margin is lower than previous year

 - Suspicion of reporting fictitious purchasing and general expenses such as salary costs  

- Study of Past Examination Results

To check the mistakes and false frequently found is important.

- Utilize Industry-Wide Information

To get the basic industry-wide knowledge to have a broad perspective of the industry which the subject taxpayer belongs

- Use of Taxpayer Information

  Any information should be fully utilized and analyzed in the preparatory examination. 
3.2.2  Exterior and Interior Survey

    Exterior and interior survey is very important to grasp actual status inside and outside shops. The points of exterior and interior survey are as follows: (referring to an instance of a restaurant)

The assigned tax examiners go to the restaurant to be examined and actually order the dishes as one of the customers. This survey is conducted more than once changing the day of the week or time and record the situation about following matters each time.   

- Location: busy shopping street, station area, business street, etc.

- Building: doorways, advertisement and POP, remodeling, availability of discount sale, etc.

- Employee: number of employee, males and females

- Number of customers: male and female, ages, sales per customers

- Number of tables and seats

- Prices: payment system, cash or credit

  - Register: availability of register, usage

  - Usage of order slips: items written, meaning of numbers and symbols, etc.

  - Time: service hours, regular holidays, etc.

  - Menu: availability of alcohol, availability of bottle keeping service, etc.

3.3  Advance Notification
As a general rule, tax authorities give advance notification to the taxpayer to be examined, including the date and time of the examination (prior notice).  However, no advance notification is given in the following cases.

- when it seems to be difficult to assess the facts relating to the filed tax return and assess the actual business situation by advance notification 
- when it is expected that the taxpayer to be examined will evade or obstruct the examination or dispose of or hide the documentary evidence including accounting books or other financial documents.

Whether advance notification is given or not will be determined after full consideration of the need. About 80 % of individual examinations, 90 % of corporation examinations are conducted with advance notification to tax payers and CPTAs (Certified Public Tax Accountants). 

3.4  Method of Field Examination
While the field examination is usually conducted by a single examiner, two or more examiners take charge of one case jointly where there are complicated circumstances, a large number of skilled illegal calculations is suspected, or non-notified examination is conducted.

General proceedings of the examination are as follows:

3.4.1  Interview on General Business Conditions

       Before looking into accounting books, the tax examiner asks taxpayer, accounting staffs, and other employees to following matters to grasp the general business conditions. 

- The number of employees and their responsibilities

- Types of customers and transactions 

- Names of main suppliers

- Percentage of cash sales, etc.

 3.4.2  Examinations of Accounting Books 

       Documents necessary for tax examination are not only accounting documents and vouchers, but also daily sales control documents and management documents.

- Cross-Check of Accounting Books and Vouchers

     Even if amount of the accounting books corresponds with that in vouchers such as invoices, the accounting treatment of the taxpayer should not be immediately approved.

- Cross-Check of Sales and the Flow of Commodities

Statements of account show only the amounts of money. To confirm the reality of transactions, checking the flow of goods is required. 
- Review of collection of receivables
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  It’s important to check how the receivables were collected.

3.4.3  Points of Cash Audit  (referring to an instance of a restaurant)

- Person responsible for controlling cash

- Count cash in the register (Examiners should not lay a hand on cash. They have to ask taxpayer to count.)

- Method of safekeeping cash after service hours

    - Kinds of slips and preservation place

    - Methods of safekeeping and calculation of cash, checks, credit cards, payment slips, etc.

    - Methods of calculation of sales

3.4.4  Points of Fact-finding Examination (referring to an instance of a restaurant)
    - Determine the place of fact-finding examination (restaurant and representative’s home)

    - Considering how to find out illegality and assume evidences

    - Two or more examiners should be at the site.

    - Allocate roles to the examiners.
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   - Communicate with the certified public tax accountant.



3.4.5  Inquiry to the Trade Counterparts of Taxpayers or Banks (Supplementary Examination)

In case documentary evidences are insufficient or not ready with questionable contents, the tax examiners inquiry to the trade counterparts of taxpayer such as suppliers, clients or banks concerned. Points of inquiry to trade counterparts of examinees are as follows: 

     - Identify issues that require inquiry to the trade counterparts of the taxpayer

     - Focus on questionable trade counterparts

      - Carry out inquiry to the trade counterparts of the taxpayer as seriously as carrying out an ordinary audit, considering that the counterpart may not always submit authentic documents.

3.4.6  Taxation based on Estimation
In cases where a correct taxable income is not calculated through the accounting books due to inaccuracy or lack of bookkeeping, the tax authorities make an assessment based on estimation. 

Following methods are adopted to calculate taxable income.

  - Percentage method: Taxpayer’s own business ratio, Percentage for business in the same scale

- Increase or decrease in assets and liabilities
      - Efficiency method

Part 4.   Efforts and Challenges for the Cash Intensive Business 

1.  Efforts for identification of taxpayers 

    The NTA has special departments to collect and manage information at the regional taxation bureaus and the tax offices. The officials working at these departments are in charge of collecting more efficient and useful information which is necessary for identifying taxpayers. Besides, each official of the NTA always recognizes him/her as a collector of information and watches surroundings in any situation and collects actual information. 

2.  Staff Training for Tax Examiners
Staff training for tax examiners is very important. Especially, since the examinations for cash intensive business have many difficulties such as assessing of proper sales amount, on-the-job training is very useful. Highly experienced examiner accompanies young tax examiner on the field examination and instruct him/her concrete examination method in practice. 

Besides, effective examination methods for particular industries are covered by regional group trainings. Each regional taxation bureau divides tax offices under their jurisdiction into several groups geographically and decides a core tax office to host group trainings. Other than group trainings, some tax offices gather and organize various trainings/meetings for tax officials working in tax office. In these trainings, not only the examination methods but also the issues they facing are discussed.

3. Field Examination for Difficult Cases

    Large scale tax offices have special examination groups in charge of difficult cases and specific areas such as bustling shopping and entertainment area. These groups endeavor to enhance examination skills and help other examination groups. In addition, more difficult examination cases are examined by the information and examination division of the RTB and special examination group of tax office jointly and these help to train tax officials.

4. Guidance for Taxpayers

4.1  Guidance to Taxpayers at the Tax Examination
When a taxpayer is found guilty of especially malicious false accounting, the chief examiner  visits that taxpayer or makes its representative visit the Tax Office. The taxpayer is given guidance for filing proper returns in the years ahead.

When the errors or irregularities discovered by the examination are based on defects in the accounting system or a lack of knowledge about the interpretation of laws, guidance is given so that the taxpayer will not repeat the same errors in the future.
4.2  Briefings for Taxpayers

The NTA holds briefings for taxpayers to inform them about tax system reforms and deepen their understanding of tax administration. 
KOREA
1. National Tax Service Divisions for Cash Incentive Businesses

 ◈ Tax Source management teams working on cash incentive businesses

   ○ Individual Taxation Div., Corporate Tax Div., Investigation Div.

   ○ Means of tracking cash transaction

-  Taxation tools: credit card, Cash Receipt System, and tax invoice system

-  By person: tax audit, report from citizens and internal information collection 

 ◈ Introduction of the Cash Receipt System

      ○ The NTS introduced the Cash Receipt System in 2005 to help keep track of sales made in cash among the self-employed. When consumers make a purchase in cash at a store, the transaction record is automatically sent to the NTS. The system is currently managed by our Electronic Tax Resource Team of Individual Taxation Division at the NTS.

2. Relevant Provisions in the Tax Law 

Cash Receipt System in terms of e-management of Cash Incentive Businesses

◈ Businesses required to register and Mandatory registration 

   ○ Consumer-facing businesses: retailing, food, lodging, service, etc.

   ○ When the system was first launched, businesses were recommended to register as the Cash Receipt issuer (or registered store). 

Starting from July 2007, however, businesses whose size exceeds a certain level as well as a designated group of businesses are to be mandated to register as a registered store and to issue Cash Receipt accordingly. 

◈ Issuance Threshold 

   ○ Minimum spending required for issuance is set at 5.26 USD. This is derived based on telecommunication cost, operational efficiency, and societal custom of payment.

◈ Incentives

○  A registered store can not only receive income deduction at 1% of the total amount in proportion to the issuance value, but also enjoy global income tax deduction and tax audit exemption. 

○ Consumers can receive 15% income deduction for the amount exceeding 15% of their total salaries through the year-end tax settlement.

○ Cash Receipt Operators receive cash transaction records from registered stores and transmit them to the NTS. They also receive tax credit of 18.42 USD per Cash Receipt issuance terminal installed, and tax credit of 2.3 cents per offline issuance (1.62 cents per online issuance).  

3. Approach

◈ User-friendliness for Consumers and Businesses

  ○ Various personal identification means are used for Cash Receipt issuance. (e.g. Resident ID card no., credit card, mileage card, mobile no., Cash Receipt-purpose ID card) 

    ○ Building a Cash Receipt website, and consultation center

        Both consumers and businesses can check the issuance value at the Cash Receipt website. We also sought greater user convenience by setting up a consultation center.

○ Online Cash Receipt Issuance

Chips, which enables credit card terminals to issue Cash Receipt, were distributed free of charge. In order to help lessen the cost burden of terminal installation for real estate dealers or education institutes with a few cash transactions, a system was introduced by which Cash Receipts are issued over the Internet. 

◈ Utilization of Advanced IT Infrastructure and Existing Credit Card System

○  By making use of credit card transaction network, which was already widely used at the planning stage of the System, there was no need for additional cost to install Cash Receipt issuance terminal.

         ○ Cash Receipt Operators were selected through a bidding process among e-commerce businesses (e.g. telecommunication operators, POS providers, mileage card operators, funds transfer operators) which use credit card terminals to receive the transaction records made in cash among the self-employed.  

◈ Encouragement of Public Use

○ Differentiated promotional campaign to target different social groups 

○ Monthly lotteries  

○ Regular survey to identify customer’s needs

○ Continuous system upgrade for a greater user-friendliness
4. Problems and Challenges 

◈ Challenges

 ○ Resistance against to-be-introduced penalties on unregistered stores (Starting July 1, 2007) and rejection of issuance

 ○ Difficulties in managing huge online database  

MALAYSIA’S REPORT

IRBM’S PRACTICE IN THE FIELD OF CASH INTENSIVE BUSINESS

Introduction

The taxation of cash intensive business transaction sector in Malaysia warrants special attention by the tax administration because of the propensity to tax leakages resulting from difficulties in enforcement. This results in the violation of the principle of tax equity vis-à-vis the non cash intensive business. Cash intensive businesses are in the agriculture sector, fishing sector, service industry, trading, professionals and the underground economy.

Majority of these sectors are run as sole proprietorship or partnership and they fall under the small or medium business enterprise. In the case of petty traders there is absolutely no kind of records kept by these individuals and it is not easy to establish their earnings. Some sectors which are more organized do keep records but do not include all transactions. In cash based transaction it is easy to conceal many transactions. This feature is one of the most important causes of under-reporting or non-reporting of income to the tax authority in our country.

In 2006, out of the 5,490,869 million registered taxpayers, 2,209,176 million are made up of the cash business transaction sector. This represents 40.23 % of the total tax based.

A comparison was made on the number of registered businesses with CCM (Companies Commission of Malaysia) and the number of registered sole proprietorships and partnerships with IRBM as at 31 December 2006. On the surface it appears that a total of 1,171,784 businesses from this sector are not in our tax net. This category would obviously include dormant businesses and those that are not   liable to tax yet. 

Table 1: Comparison of Number of Businesses Registered with CCM with Number of Taxpayers (Sole Proprietorship and Partnership) Registered with IRBM as at 31 December 2006.




As tax administrators, our goals should be to narrow this gap between the number of registered businesses with CCM and  the number of registered taxpayer with IRBM, broaden the tax base and improve the quality of record keeping and thereby improve the level of tax compliance and collection of  tax  revenue due from cash transaction business sector.

2. Organisation Responsible  for Cash Intensive Business

In Malaysia, sole proprietorship or partnership businesses are required to be licensed with the Business Section of the Companies Commission of Malaysia (CCM, formerly known as Registrar of Business) under the Registration of Business Act 1956.In addition they have to register with their respective Licensing Board or with their Local Authorities to carry out their trade.  However, professionals are exempted from registering with the Companies Commission of Malaysia under the Registration of Business Act 1956. Professional firms are required to get their practicing licenses from their respective professional bodies to carry on their practice. For example practicing lawyers have to obtain their practicing license from the Malaysian Bar Council.

3.     Relating Provisions  of the Tax  Legislations 

The Malaysian Income Tax Act 1967 (ITA) has several provisions to ensure that the cash intensive business transaction sector which are liable to tax do fulfill their fiscal obligations. These are summarised below: 

	3.1
	Recognition of Income - Section 24

As is common in most jurisdictions, business income is recognised on the receivable or accrual basis. Thus, a debt arising in respect of any stock in trade sold, any services rendered or the use or enjoyment of property shall be considered as gross income for the period the transaction takes place. This is in line with approved accounting standards that adopt the matching concept in respect of income and expenditure.



	3.2
	Submission of  Returns - Section 77(1)

This section provides that every person shall for each year of assessment furnish to the Director General a return in the prescribed form. In the case of person who is carrying on a business it should not be later than 30 June in the year following that year of assessment.



	3.3
	Best  Judgment Assessment - Section 90(3)

Where a person has not furnished a return in accordance with Section 77, the Director General may according to the best of his judgment determine the amount of the chargeable income of that person for that year and make an assessment accordingly.



	3.4
	Offences and Penalties  -  Sections 112,113,114, & 120

Depending on the evidences available and the gravity of the offence persons who have failed to submit returns or notify chargeability, filed incorrect returns or wilfully evaded tax may face civil penal actions or criminal prosecutions. The maximum penalty under civil proceedings is an amount equal to three times (300%) the tax undercharged while the maximum criminal sanction is a fine of RM20, 000 or to imprisonment for a term not exceeding 3 years or to both. 



	3.5
	Limitation  in issuing assessments - Section 91(1)

An additional assessment may be made on a person within 6 years (12 years before 1st January 1999) after the end of the relevant year of assessment. However the 6 years limitation does not apply in the case of fraud, wilful default and negligence.



	3.6
	Right of appeal - Section 99(1)
If a taxpayer is dissatisfied with an assessment made on him, he may appeal to the Special Commissioners of Income Tax against the assessment within 30 days after the service of notice of assessment.




4.
Enforcement Strategies
4.1
Identification of Taxpayers

4.1.1  
Business Survey (External  Survey)

The IRBM has been continuously conducting “business surveys” to identify taxpayers including the cash business transaction group who are not as yet in the tax net. The visits will focus on new business locations and areas that have been identified as high risk area of tax not reported or under reporting of income.

During these surveys potential taxpayers are identified. Temporary files are then registered to initiate relevant queries. On the other hand those who are already in the tax net will be given advice and guidance so as to improve tax compliance.

The visits also helped to:

· gather additional information about taxpayers businesses obtained through observation and questionnaires issued;

· refer cases fit  to be selected for purpose of audit; 

· enhance the development of the Data Warehouse system.

In 2006, IRBM conducted 894 Business Surveys, which covered 83,207 taxpayers’ premises. Following the visits, 9,742 new files were registered in respect of sole proprietorship and partnerships and it was noted that the number of taxpayer who did not keep proper books of records stood at 8,357. The success of Business Surveys is evidenced by the increase in the registration of new taxpayers. 

Table 2:  Business Survey Achievement



4.1.2 Query (Q) Unit 

This is the Data Bank of IRBM. This unit collects information of taxpayers or potential taxpayers from other sources such as:

· Local Authorities which supply lists of person renewing their trade licenses;

· Oil and gas supply companies who will give detail information pertaining to their down line;

· Housing Developers and automobile companies who furnish the list of their clients;

· Other relevant government or public agencies related to registration of businesses.

The unit’s main aim is to verify the information collected and to register files on the information received. These files are then passed to the auditors for follow up or appropriate actions to be taken. 

4.1.3. Data Warehouse

Herein information concerning motor vehicle ownership, business registration details, shareholdings in companies, National Registration Department details, Employees’ Provident Fund Contribution and other government databases are available for determining lifestyle and net worth of individual taxpayers and potential taxpayers. The information obtained is used in categorizing high risk taxpayers to be field audited for cross references as well as for report preparation. Thus the data warehouse information is one of the sources used in identifying taxpayers.

4.1.4.
Field Audit

Following the introduction of Self Assessment System (SAS) in 2001 for Companies and in 2004 for non-company cases, field audits feature very prominently. The main objective of field audit is to:

· Ensure that taxpayers report accurate income and pay the correct amount of tax

· Promote and improve voluntary compliance thus reducing fraud, wilful default and negligence

· Educate and advise taxpayers on proper record keeping

· Gain public confidence in SAS, that there is fairness in the system and everyone pays the fair share of tax

Incorrect returns and omission of income is dealt with under the penalty provisions of the ITA.


One way to measure the effectiveness and actions taken against activities in the cash economy is the number of field audit cases completed. The comparative data for fiscal years 2003-2006 shows an upward trend of compliance and understanding of record keeping.

Table 3:   Field Audit Statistics for Sole Proprietorship & Partnership 

	Year of Audit
	No of  Cases Audited
	No of  Cases Settled
	Settlement Amount

(RM)

	2003
	1,630
	1,584
	45,468,853

	2004
	2,701
	3,022
	114,004,210

	2005
	6,071
	4,901
	193,212,526

	2006
	4,952
	4,314
	175,300,322


Table 4:  Tax Audit Achievement



4.1.5. 
Civil Investigation 

An investigation usually begins with a surprise raid of taxpayer’s business premises, residence  and other related premises to seize books of accounts, primary records, bank statements and related documents (both personal and business) to trace  understatement or omission of income. The officer would have to obtain all evidences to show that the omission is willful and is with intent to evade. The method of settlement adopted in a civil investigation of tax evasion case is dealt with monetary penalties.

4.1.6. Criminal Investigation

In cases where serious fraud is committed, criminal proceedings may be instituted. To establish a criminal offence rigorous investigations are undertaken to gather sufficient evidence that meets the standard of proof for a criminal conviction. We have a Criminal Investigation Division to investigate tax evasion cases that may result in the tax evaders being prosecuted in court. This act as a deterrent for taxpayer from evading tax.

4.2.
 Risk Assessment
Major risks associated with the cash intensive business transaction as IRBM sees it are non-registration of business, non-reporting of income or profits, under reporting of income or profits and poor and lack of record keeping.  IRBM has undertaken various risk assessments to tackle the cash intensive business sectors. The financial data provided to the tax administration by the taxpayers form an invaluable source of information of activities taking place in the cash intensive business transaction.

4.2.1
 Compliance Model
Our current strategic approach is to address the cash intensive business transaction risks by taking an industry / issue focus and applying the principles of the Compliance Model. This approach recognises that those situated lower in the Compliance Model requires a lesser degree of intervention to influence their compliance behavior.

Table 5: Compliance Model Chart

The top of the model shows taxpayer who choose to evade or opt out of the system. At the bottom are those taxpayers who are willing to comply and do the right thing. At the right hand side of the triangle features a hierarchy of compliance strategies, increasing in severity when a taxpayer chooses not to cooperate. We aim to keep taxpayers at the bottom of the hierarchy, and as such we start action with self regulation strategies like education, record keeping and assistance.

4.2.2. 
Reviewing prior Compliance history:-

The Compliance Department which is located at the Headquarters, has access to all the statutory and non statutory data’s of taxpayers through the computer system. Analysis in respect of comparison of income and expense from profit and loss account and balance sheet are made for multiple years periodically. They will review it through analysis of data using set criteria’s, thresholds and weightage to gain a better perspective of taxpayers’ track record for compliance. Once the case is event triggered the case will be selected based on the highest score to be forwarded to the respective branches for further review.

4.2.3. 
Further analysis is done by the field auditors at the Branch Office to study taxpayers’ trends. The various financial ratios normally used for advance review are Gross Profit Ratio, Net Profit ratio, Creditors cycle, Debtors cycle, Stock Ratio, Liquidity Ratio, Capital Structure Ratios and other Supplementary Ratios from each category of payment or expenses listed in the Trading, Profit and loss Account for further test and refine any conclusion drawn. Cases that fall within the high risk areas will be prioritized for field audit.

4.2.4. 
Industry Analysis. The Compliance Department collects Industrial profile of various   industries through information gathering, data from other agencies and they are classified into business trade codes. The Compliance Team will then do risk assessment to identify businesses that may be operating outside the norm for their industry.

4.2.5.
Information concerning taxpayers and potential taxpayers is matched with other government agency databases to identify those who ought to be registered for taxes but are not. This is not as straightforward as it may seem, nevertheless, where allowable and possible we use data matching tools and manual recognition to ensure that potential taxpayers are identified.

.

4.2.6.
The Means Test is a useful risk assessment tool in identifying taxpayers whose business transaction is cash intensive. It aims to reconcile known incomings from all sources after deducting know expenditure and investment ,leaving sufficient cash  to cover  normal day to day expenses. A low cash balance left indicates insufficiency of funds for daily expenses .It is a warning alert and would mean that further query is needed before any conclusion can be drawn. The basic principle is that income must be equal to expenditure.

4.3.
Record Keeping Requirements
4.3.1.  
Section 82 of the ITA 1967



It is the requirement under this section for every person to keep sufficient records for a period of 7 years when carrying on a business. Where the gross takings from the business for the basis year for any year of assessment exceed RM150, 000 from sale of goods or RM100, 000 from the performance of services, printed receipts serially numbered for every sum must be issued and duplicate copies shall be retained.

4.3.2.  
Section 119A of the ITA 1967
Failure to keep sufficient records is an offence under this section and on conviction shall be liable to a fine of not less than RM300 and not more than RM10, 000 or to imprisonment for a term not exceeding one year or to both. In relation to this, the audit officer may apply alternative approaches or indirect methods for the purpose of ascertaining whether the appropriate amount of income has been reported.

4.3.3. 
Public Ruling 5/2005 ( for Individuals & Partnership)
With the implementation of the Self Assessment System in 2001 (for Companies) and 2004 (for Individuals and Partnership) guidelines were issued by the Director General in the form of Public Rulings pertaining to the keeping of records for the purpose of Income Tax. For a small business a cash book may be maintained. For a business other than a small business it is necessary to keep books of accounts. “Small Business” means a business with annual gross takings of not more than RM 150,000 from the sale of goods or not more than RM 100, 000 from the performance of services. Appropriate entries should be recorded as soon as possible not latter than 60 days after the transaction. Supporting documents like invoices, bank pay in slip and receipts of payment   should be retained. 

4.4  How  businesses are tracked  and  the Tools Used 

4.4.1 Registering of new taxpayers in the country is ongoing. This involves identification of unregistered taxpayers in the cash intensive business beginning with high risk / high potential areas through our Business Surveys (external) and our Q unit (internal). The survey targets taxpayers who have defied voluntary registration, under-declare income as well as non- submission of returns.

4.4.2 Tracing and Visits

The objective of tracing taxpayers is to get the latest addresses of taxpayers who fail to submit return forms and those who have arrears in tax .Tracing of these taxpayers  is through liaison with other government and public agencies for example the Road Transport Department, the Immigration, the National Registration Department, Insurance Companies and the Companies Commission of Malaysia. Once the latest address is known Return Forms, Notification of civil/prosecution actions are handed to them personally by visiting them.

4.4.3   Informers

IRBM believes that one of the ways to identify potential taxpayers and tax evaders is through informers. This is more so when the business involves cash transactions especially the underground economy where the transactions leave no trail. Informers provide valuable information like identity of the participants, details of the activities, assets owned and methods adopted to evade or avoid taxation. Rewards are awarded to encourage tip – offs, in accordance with the usefulness of the information given in enabling IRBM to recoup the tax loss.

4.4.4
Surveillance and Detection Unit 

This is a unit come under the Investigation and Intelligence Division. The aim is to provide intelligence services for IRBM to deter non compliance. The unit consolidates all information through their information gathering techniques and disseminates it to the Investigation Unit (both Civil & Criminal) and Audit Section for follow up action. 

4.4.5. Pre-emptive Measures 

When taxpayers purchases expensive asset such as luxury cars and landed properties and their affordability is in doubt compared to their declared income standard query letters to determine their sources of fund are issued. This action creates an impression of the tax authorities presence in their midst to achieve a higher level of voluntary compliance.

4.4.6.
Living Expenses Method 

During the field audit visits, auditors not only examine the books of accounts of taxpayer business but also examine taxpayers’ financial affairs.  In the event there is a discrepancy with living expenses and reported income, a case for under-declaration commences. This method has been effectively applied on sundry traders, night market operators and even professional private practitioners where their business transaction is cash intensive.

4.4.7.
 Capital Statement (Net worth method) 

Reconciliation of Capital Statement (net worth) is useful in establishing whether taxpayer have disclosed all their income. Capital statement is a series of balance sheets embracing assets and liabilities of taxpayer on a cash basis. Ideally the end result when compared with profit/income of taxpayer should be equal. If it does not reconcile then profit/income has not been declared properly. This method relies on a simple formula i.e. Income = Increase in Capital (net worth) + Expenditure – Funds available. This tool is useful in tracking individuals involved in business transactions which are cash intensive.

4.5.    Data Gathering and Matching Techniques

4.5.1.
The Business surveys are a very useful tool in reaching taxpayers hence bringing those whose business transaction is cash intensive into our tax net. Our Compliance Department has developed an Information Update Strategy which provides clearly the type of information to be extracted on physical surveys, the information capturing and linkage to the taxpayers’ profile and tax record. The information is utilized on examination of the taxpayers return or declaration.

4.5.2. 
The Q unit has a significant role to play in building information pools from other government agencies and private entities. Information from other agencies is matched with taxpayers’ information in our database. The identifiers used are name, tax file number (if any) and national identification card number. The information pools will assist in ascertaining the taxable income of the individual or partnership involved in cash business transaction in the absence of proper record   keeping.

4.5.3.
On auditing taxpayers, any claims made pertaining to payments made to another shall be verified. These are referred as third party verifications and acts as a measure of countercheck. If the deduction is permissible under the Act, the amount will be allowed. This is to ensure that the recipients declare that amount too and it is not a fictitious claim to reduce chargeability to tax. Information’s pertaining to the claim is also passed to the recipients’ tax files through internal memorandum.

4.6.
Promoting Voluntary Compliance

Voluntary compliance refers to the act of filling tax returns within time, reporting the correct tax chargeable and paying taxes due without the need for further enforcement by the tax authorities. To promote voluntary compliance amongst the cash intensive business sector IRBM has implemented various programs as follows:

4.6.1.   Taxpayer Services  Month(TSM)

Taxpayer Services Month which was earlier known as Taxpayer Service Week (TSW) was first introduced in the year 1991. Under the annual programme, IRBM provides services within and outside its offices. Temporary counters are opened at the IRBM’s premises and at external locations (like shopping complexes, multi purpose halls, hypermarkets) to provide services and guidance to taxpayers. The main aim is to meet IRBM’s target of informing, educating   and persuading taxpayers to voluntarily comply with tax laws. The statistics below shows the public response towards our counter .There is a drop in the number of visits in 2006 as tax payers become more educated towards our laws and regulations. 

  
Table 6:  The Success of TSM 

	Year
	2003
	2004
	2005
	2006

	Date
	02/05/03 10/05/03
	19/04/04

30/04/04
	01/02/05

30/06/05
	01/02/06

30/06/06

	Number of Counters
	877
	1,482
	8,108
	7,978

	Number of Visitors
	99,749
	598,019
	1,210,223
	715,134

	% Increase in visitors
	23.86
	499.52
	102.37
	-40.91


      Source IRBM Taxpayers’ Service Month Data 2006

4.6.2.   Small Business Support Unit

This unit consists of officers who have been specially trained to provide assistance and advice on matters pertaining to tax accounting issues to small business owners. The unit also visits business premises upon the request of the small business owners to guide them in the field of business record keeping, preparation of financial statements and creating awareness of their responsibilities with regard to tax matters.

4.6.3.    Public Awareness Among Traders  

Talks on tax awareness and compliance are continually organized for the small scale businesses through their Trade Associations. Traders are continuously enlightened on their tax obligations through periodic seminars and workshops, distribution of leaflets, use of radio, television and print media. Among the topics covered in such programs include, the  understanding of the  tax system and the role it plays in the country’s development, the importance  of record keeping , guidance in completing  income tax returns, computation of  tax payable, payment  due dates and penalties  imposed for non-compliance.

4.6.4.   Smart Partnership

IRBM continues to forge close relationships with accounting bodies and tax agents so that they can act as a catalyst to help this sector improve their compliance. As entrepreneurs will concentrate on their businesses and less on their tax matters, tax agents will be the best alternative to handle their tax matters and their tax obligations in terms of filling returns and payment of tax.

4.6.5.   e-Filing

With  the  launch  of  e-filing,  taxpayers  can  submit  their  returns  electronically. IRBM sees e-filing as a pathway to improving compliance as it is easy, fast and time saving.

4.6.6.   Tax information on Websites

Comprehensive information about tax matters is obtainable from IRBM website at www.hasil.org.my.  Taxpayers can  view  tax laws as well as amendments, Public Rulings, tax guides, explanation  of tax  processes, provisions  such  as  assessments and payment  and press releases from this website. All taxpayers will benefit from this websites and they have a choice to manage their own tax matters and reduce tax compliance cost.

A comparison is made of the issuance and receipt of returns for 2005 from the Cash Intensive Sector. Statistics  below indicate  that more taxpayers  has  been brought to the tax  net  in 2005 and the  compliance level has improved  through  our promotion of voluntary compliance  programs. 

Table 7:  The Success of Promoting Voluntary Compliance 

                 (Issuance and Receipt of Tax Returns)

	Type Of Return
	Issued
	Percentage Variance
	Received
	Percentage Variance

	Year
	2004
	2005
	
	2004
	2005
	

	Business
	1,061,730
	1,314,006
	+23.76%
	778,181
	1,051,672
	+35.14%

	Partnership
	117,852
	110,978
	-5.83%
	81,227
	81,555
	+0.40%

	Total
	1,179,582
	1,424,984
	+17.93%
	859,408
	1,133,227
	+35.54%


Source IRBM Annual Report

5.  Problems in addressing the Cash Intensive Business and Challenges

	5.1
	Low compliance culture
Most of the individuals or partnerships involved in cash business transaction appear to desire to stay out of the tax net. They prefer to carry their cash with them and dislike using the banking system, partly due to convenience and partly for fear of being exposed to the authorities. Majority of those in this cash intensive sector also fall under the low literacy level as such their positive perception towards compliance is lacking.


	5.2
	Poor Record Keeping or No Record Keeping 

As all transactions are   on cash basis they face problems in having to write up their books. If at all they write up their books the figures will be based on estimates. Through field audit most of these audit cases were settled using Bank Statements and Means tests to ascertain their chargeable income. Out of a total of 726 self employed cases audited in year 2005, 326 cases do not keep proper books of record - this constitutes 45% of the self employed group.



	5.3
	Consumer’s willingness to pay cash for goods and services and not asking for receipts in return for a cheaper price and faster service supports this cash business sector to avoid or reduced their tax liability. There is no provision in the Act that forbids cash transactions and mandatory for all transactions to be made via banks.



	5.4
	Getting the cash intensive sector businessmen to attend IRBM workshops with the aim of assisting them is not getting positive results. Most of this category of businessmen is too busy with their business activities or they cannot leave their business unattended as the business is mostly a one man show business. Thus is an uphill task for Revenue officers to penetrate this sector of taxpayers.



	5.5
	Not all cash intensive businesses comply with the requirements of CCM, local authorities or other agencies which require them to register. This means they are out side the formal system of registration because they opt to conceal their activities from the public authorities to avoid complying with government regulations. This poses as one of the main challenges of IRBM to get them into the tax net.


Conclusion

The growth in the cash intensive businesses sector in Malaysia presents particular challenges for IRBM. Identifying these taxpayers who are outside the formal system of registration and verifying their income are some of the challenges that we face.

IRBM is constantly matching various internal as well as external databases to ensure that cash intensive businesses will voluntarily comply and self – assess their income.

We believe the long – term solution to tax this sector efficiently is voluntary compliance. This is being done by creating awareness of tax issues and laws to all strata of the Malaysian society, both young and old. In doing so, a variety of service channels such as the Centralised Call Center, IRBM websites, seminars, school debates, appointment of Tax Relation Officers in both the public and private organisations have been undertaken.

The above and the smart partnership concept is enhancing and paving the path for IRBM to increase voluntary compliance and reduce the ignorance of tax laws among the cash intensive business sector.

5th SGATAR Joint Training Programme 2007

New Zealand’s report on our tax administration’s practice in the field of cash intensive business.

Background

The topic guidelines for the 5th SGATAR Joint Training Programme (JTP) 2007, is our tax administration’s practice in the field of cash intensive business. A cash intensive business means, in this context, a business conducting cash transactions/trading in cash, including the form of credit, that is in high risk of not reporting the whole of the income to the tax administration. Criminal activities are excluded for the purposes of the JTP.

The organising committee has requested a paper covering the:

· Organisation responsible for the cash intensive business

· Relating provisions of the tax legislation

· Approach: enforcement strategies, i.e. identification of taxpayers, risk assessment, record keeping requirements, how businesses are traced and the tools used, data gathering and matching techniques, etc. and promoting voluntary compliance

· Problems in addressing the cash intensive business and challenges

Introduction – The Inland Revenue Department.

The Statement of Intent outlines what we have agreed to deliver to Government and how we are going to deliver it for the next three years. It also sets out how we will measure our performance and the forecast of departmental and crown financial statements. The Statement of Intent outlines our environment and describes our outcomes. Our Statement of Intent for 2007-10 was recently released as part of the Budget process, and can be viewed on the Inland Revenue Department’s internet site (www.ird.govt.nz)

It also sets out our new strategic direction as covered in our five-year business plan Our Way Forward that is to:
· target and tailor our activities through understanding our customers; 

· optimise organisational efficiency and reduce compliance costs over time; 

· create an environment which promotes compliance; and 

· continually invest in our people and the tools to deliver our future outcomes. 

The aims of the Inland Revenue Department are to improve the economic and social wellbeing of New Zealanders. Our role of collecting and distributing payments makes a fundamental contribution to the Government’s priorities of economic transformation, families and national identity.
Inland Revenue is a large organisation dealing with high volumes of transactions. Our main functions include:

· advising government, with Treasury, on tax policy and certain social policy measures

· collecting tax payments, child support and student loans

· distributing payments such as tax refunds and rebates, Working for Families Tax Credits, child support and paid parental leave

· administering KiwiSaver (from 1 July 2007)

Our customer base at 30 June 2006 is:

· 6,179,957 taxpayers (includes individuals, businesses, partnerships, trusts and other entities)

· 470,507 student loan borrowers

· 142,976 child support custodians with a current year entitlement

· 140,897 child support paying parents

· approximately 229,000 Working for Families Tax Credits recipients

· 19,906 paid parental leave recipients

Estimating the size of the cash economy within New Zealand is difficult to quantify due to the very nature of the activities undertaken by cash intensive businesses.  However, it is acknowledged that the cash economy is a problem and imposes costs to the community in terms of lost revenue and unfair competition. With this in mind a range of strategies have been developed, guided by the Inland Revenue’s business plan, to identify initiatives in addressing the cash economy.

Organisation responsible for cash intensive business.
In March 2006, the Service Delivery group of the Inland Revenue Department was reorganised and five new business groups were created within the Inland Revenue Department.  The units are Customer Operations, Design, Assistance, Assurance (our compliance function, including Investigations) and Customer Insight. 

This new operating model has been developed predominantly around our customers’ perspectives to better reflect their experience so we can make compliance easier and take a more holistic view in respect of compliance enforcement. Compliance is a key theme to that reorganisation, not just for Assurance, but all the new business groups. In organising ourselves in this way it will enable us to address compliance issues together in a much more integrated way. We will enter a much more collaborative way of working, beginning to allocate our resources across the Department based on risk. 

Assurance.

The Assurance Unit’s role is to develop and deliver a compliance program for Inland Revenue which: 
· builds community 
· builds confidence 

· maximises voluntary compliance 

· deters non-compliance. 

 
It has direct responsibility for:
· Audit

· National Collection Enforcement

· Legal Technical Service

· Risk assessment 

The Assurance Unit’s approach to investigating customers in the small medium sized entity groups is by operating with a focus encompassing Risk based Portfolios with a National span. Traditionally there had been bias towards a geographic area which introduced competing factors for sustained attention. From an investigative perspective we now have fifteen Portfolios of which two have a direct correlation and descriptor to Fraud and Evasion, and have included within the customer group, cash intensive businesses. Several of the remaining Portfolios have a varying degree of overlap into the above mentioned two areas, for example the Avoidance, Phoenix, and Goods and Services Tax Refund Portfolios.

Tax evasion is a subset of a wider, more generic concept - fraud. That is probably why people have adopted the colloquial phrase "tax fraud". However, to enable targeted interventions and effective and efficient use of our national resources, coupled with the ability to track the results, and to aid the smooth transition into a portfolio approach, we felt that it was critical to establish a distinction between tax fraud and tax evasion. 

The definition is as follows:


Evasion relates to a taxpayer that is:



(a) operating outside the tax net, or 



(b) is in the tax net and is filing returns that omit income or overstate 


expenses “with intent”



It may also include:



(c) taxpayers inside the tax net who fail to file returns "with intent"


Fraud (as it relates to tax):



Taxpayers who file returns and use documents (which can include the 


return itself) in order to obtain refunds or credits by deceit. Typically false 

identities can come into play as a manifest behaviour at this point.

Areas of improvement and focus have been around resource management and application including capability, use of the media, cross government and international (in particular Trans-Tasman) cooperation and industry partnership initiatives, along with organisational agility.
Investigations officers are spread throughout New Zealand, and the cash intensive business audits generally undertaken are supported by a integrated document management system based on a Seibel product which is named by the New Zealand Inland Revenue Department as eCase. It replaces past practices of using a variety of paper-based and electronic systems to manage cases, which caused unnecessary duplication at times and created hurdles when it came to sharing information easily and quickly.

eCase replaces these - it’s a one-stop-shop for all case related activities and some of the benefits it provides for staff are: 

· A framework for managing cases, including use of resources, timeframes, escalation paths and alerts

· Increased productivity through operational efficiencies i.e. a reduction in manual activities through automation of manual interventions

· Improvement in compliance and increased revenue from improved debt and return collection capability and higher volume of cases

· Reduced training time for new staff (on-line help, intuitive screens, automated workflow)

· Automated transfer between business areas - seamless transition of cases

· Reduced duplication in reporting, data entry, and maintenance of multiple databases

· Standard approach to customer interaction - automated workflow, standard templates
· Improved reporting through more accurate and customised reports
· Improved workforce management through more effective monitoring of workloads and performance
· Speedier change implementation through changes to workflow controlled by subject matter experts  and improved responsiveness to required changes 

· Better quality information 

It will add greater consistency to our case management processes because it supports clearly defined processes and allows people to monitor cases from start to finish and it will allow us to share information more easily and capture intelligence centrally.

Investigations officers also have various audit tools available to support various aspects of casework undertaken. These electronic tools range from Payroll Calculators, Goods and Services Tax to Income Tax Reconciliation tools, Imputation Credit Account Reconciliation tools, Interest Expense Loan Calculation tools, Net Present Value Calculators and Private Affairs Analyser.

Other tools are also readily available and widely utilised, however these are primarily for complex investigations, criminal and tax avoidance cases. An example of this is the i2 Analyst Notebook charting software. Furthermore we have the Summation documentation control software. That software is a legal case management tool to manage documentation when prosecuting customers, however it also forms part of the document management system utilised when investigating customers in many complex investigations. It is also utilised by other agencies e.g. Crown Law, Serious Fraud Office and provides considerable time and cost savings to the Department when cases are referred for further action.

Investigators also have in-house support staff specifically trained in Computer Tax Auditing and Forensic Computer Analysis. These specialised staff are spread throughout the country and managed centrally by our Strategic Risk Compliance Unit. 

In addition, we have a comprehensive training framework, known as “ASPIRE”, which supports on the job and off the job training undertaken. Training topics relating to cash intensive business groups are incorporated within that framework. Training packages cover:

· Rights and Powers

· Auditing Techniques

· Interviewing Skills

· Evidence

· Appearing as a Witness

Training is carried out by experienced staff and also external specialists dependant on the nature of the training. An example of using external organisations for in-house training is the “Appearing as a Witness” training, which was developed and presented by an external legal firm (Buddle Wilson). Furthermore we have also developed in-house training packages encompassing topics such as:

· Evasion Investigations

· Criminal Offences

We also have regular information sharing forums where staff are encouraged to share intelligence, learnings and to develop networks that are linked to the Portfolios. 

Recognising that we can learn from previous interventions and ensuring that audit action has a positive influence on compliance behaviour, we can continuously learn and refine our processes to achieve the best outcomes for our customers. Examples include:

· Compliance Tracking – measuring compliance behaviour following an audit, via a post-audit review. This will show any changes in customer behaviour as a result of education during the audit process

· Survey of Audit Customers  - measuring their understanding, expectations and perception of audits, their suggestions for improvement and the likely impact of audit on future compliance behaviour 

Risk and Intelligence.

Risk and intelligence tasks are undertaken by two new teams within the Assurance Group.  The Strategic Compliance Risk team is responsible for the development of macro level risk profiles and generating insight into customer compliance behaviour and preferences. The Risk and Intelligence team is responsible for refining these macro level risk profiles and selecting cases. 

As a group, they are aiming to deliver: 

· Improved risk identification and case selection for the Assurance Group 

· Insight into our customers’ compliance behaviours. 

· Shared knowledge on the identification and escalation of emerging risks 

· Trouble shooting data integrity issues. 

It is recognised that the Risk and Intelligence unit (R&I) cannot succeed without the co-operation and assistance of staff across Inland Revenue. In that regard, we are working to establish a framework where staff will work alongside them. This includes: 

· Passing on intelligence to R&I. We have developed a “contact us” link within the Departments intranet site, for identifying issues which may be new or emerging, or which may have a wider application. 

· Requesting staff to volunteer to prepare intelligence feeds across Assurance as it is recognised that field staff, in many instances have expertise in industry issues and hands-on experience, therefore they can add significant value to the intelligence feedback when sharing that across the whole organisation.  

· Keeping alert for possible legislative problems and volunteering to draft referrals to the Departments Policy Advice Division, if changes are required. 

· Provide R&I feedback to help improve intelligence products and case selection methods in the future. It is emphasised that feedback loops are critical to the successful location of audit cases based on risks. 
Customer Insight.
Customer Insight’s role is to develop a unit that represents the customers voice within the organisation. 

It has responsibility for:
· Customer segments

· Products

· Customer research 

· Relationship management

Customer Insight has adopted an approach which incorporates a dedicated focus on customer groups such as those operating cash intensive businesses, identifying opportunities to make it easier for people to comply and harder for them to get it wrong. This is done by optimising service, reducing compliance and administrative costs, and assisting customer understanding of their legislative requirements.

Dependent on how opportunistic and isolated the evasion is perceived as being, the staff involved in this activity can engage in various leverage type activities which could include visits by Business Tax Information Officers or Community Relationship Officers to provide assistance if necessary or encourage voluntarily compliance, with active and ongoing follow up.

Recidivist behaviour manifests itself in the top of our compliance pyramid, generally leading onto referral for audit activity along with civil and criminal penalties. If prosecution action is undertaken, then victim impact reports are prepared which can impart some value to potential reparation and length of any custodial sentence. If appropriate, media statements are prepared to gain additional leverage on the wider community, where customers are unaware or choose to ignore the consequences of avoiding paying taxes on all taxable income. 

Significant resources have been applied to influence the cash intensive type industry sector to develop:

· Relationships within the industry sector 

· To provide the revenue to address non–compliance

· Undertake leverage techniques to create downward pressure

· Gather business intelligence to assist with audit activities.

Currently we have developed Industry relationships with a number of industries including:

· Automotive and collision repairers

· Bricklayers

· Carpenters

· Creative Arts

· Electricians

· Gardeners and Landscapers

· Hairdressers and Beauty Therapists

· Long-distance Bus Drivers

· Painters and Decorators

· Plasterers

· Plumbers

· Taxi Drivers.

Inland Revenue’s experience is that industries like the relationship-based approach. Furthermore many industry members don’t know what resources and information are available to them. It is also clear that they prefer personalised service and tailored communications and developing these relationships provides the opportunity to nullify any commercial advantage those operating outside the taxation system gain. 

An example of working outside of these industry groups where we have not formed a relationship is a recent initiative with the Café and Restaurant industry. This was done by providing important information on responsibilities as employers in respect of tax deductions, how to go about it, what records they need to retain, how to save time and importantly where they can get help doing wages. Concurrently we also provided information to employees reminding them of the taxability of wages, why they pay tax and how they can ensure the employer deducts the correct deductions.

Legislation available to combat cash economy.

The powers of the Commissioner and by delegation, the Officers of the Department are extensive. It is recognised that powers must always be used judiciously and Officers of the Department are mindful not to dilute their effectiveness by unnecessary use. They are therefore guided by training packages, best practice guidelines, standard practice statements and approval mechanisms when exercising the legislative powers delegated to Officers of Inland Revenue. However, the revenue is also aware that we must balance the judicious use with the need to maintain people’s confidence in the taxation system by effectively dealing with non compliers. The delegated powers are supported by a delegation’s matrix and limitations are placed on investigators in respect of usage for some powers. Prior to exercising some powers, investigators are required to seek prior approval via a core task assurance approval process.

The powers available to Officers of the Department are contained within the Tax Administration Act 1994. They cover a range of information gathering powers in regards to civil and criminal remedies.


Information gathering powers are:

· Section 16
The Commissioner may access premises to obtain information

· Section 16B 
 The Commissioner may remove and copy documents


These sections permit the Commissioner to search a property (i.e. to access and 
inspect property) and remove and copy documents. However, a judicial warrant 
must be obtained when accessing private dwellings or part of building occupied as 
residential accommodation and includes any business premises that are, or are 
within, a private dwelling. 


Information request and interviewing powers are:

· Section 17
Information be furnished on request of the Commissioner

· Section 17A
Court orders for production of information or return.

A customer can claim privilege from disclosure in respect of some information or documentation. The concept of solicitor – client privilege is also extended to certain confidential communications between the tax advisor and a client, generally referred to as tax advice documentation. However, to be eligible strict criteria must be satisfied and a claim must be in writing and the agent must be a member of the New Zealand Institute of Chartered Accountants.


It is always desirable to have a voluntary interview, however if a customer does not 
attend a voluntary interview, the Department nevertheless can conduct an interview 
under:

· Section 18
Inquiry before a District Court Judge

· Section 19 
Inquiry by Commissioner

· Section 20
Legal professional privilege


Indictable knowledge offences:


Section 143B Tax Administration Act 1994 sets out the indictable offences 
relating to tax evasion and related behaviour. These sections provide:


Section 143B(1) A person commits an offence against this Act if the 

person:

(a) Knowingly does not keep the books and documents required to be kept by a tax law; or

(b) Knowingly does not provide information (including tax returns and tax forms) to the Commissioner or any other person when required to do so by a tax law; or

(c) Knowingly provides altered, false, incomplete, or misleading information (including tax returns or tax forms) to the Commissioner or any other person in respect of a tax law; or 

(d) Knowingly does not make a declaration or withholding of a tax required to be made by a tax law; or

(e) Pretends to be another person for any purpose or reason relating to a tax law, and does so-

(f) Intending to evade the assessment or payment of tax by the person or any other person under a tax law; or 

(g) To obtain a refund or payment of tax in the knowledge that the person is not lawfully entitled to the refund or payment under a tax law; or 

(h) To enable another person to obtain a refund or payment of tax in the knowledge that the other person is not lawfully entitled to the refund or payment under a tax law.


Section 143B (2) A person who evades or attempts to evade the assessment or 
payment of tax by the person or another person under a tax law commits and 
offence against this Act.


The maximum penalty for conviction of an offence against section 143B(1) or (2) is 
imprisonment for a term not exceeding five years and/or a fine not exceeding 
$50,000.


A recent example of this was a self-employed door manufacturer and wholesaler. 
Between the period April 2001 and March 2005, the business had a turnover of 
approximately $1.1 million. Judge Maze said the customer had a business policy of 
deliberately undercutting the opposition and competitors to get work and had evaded 
taxation relating to $165,268 of Goods and Services Tax and Income tax. 


In passing sentence, the Judge said the matter was serious offending and there was a 
high level of premeditation. Tax fraud was a fraud against all taxpayers. He received 
a custodial sentence of two and half years for tax evasion. 


Aiding and abetting:


Section 148 Tax Administration Act 1994; – Aiding and abetting –


(1) A person who aids, abets, incites, or conspires with another person to 
commit an offence (the “principal offence”) against this Act also 
commits an offence against this Act.


(2) A person convicted of an offence of aiding, abetting, inciting, or 
conspiring under subsection (1) is liable for up to the same maximum 
fine or 
term of imprisonment, or both, that could apply to a person 
who commits the principal offence.


Crimes Act:


Every one is liable to imprisonment for a term not exceeding 7 years who, with intent 
to obtain any property, service, pecuniary advantage, or valuable consideration, - 

(a) dishonestly and without claim of right, takes or obtains any document; or 

(b) dishonestly and without claim or right, uses or attempts to use any document.

Problems in addressing the cash intensive business and challenges.

We are already aware that there is pressure on cash intensive businesses by consumers to undertake cash jobs. In addition, there are sectors in the community that act outside our taxation system or within the system and find it hard to obtain information. Furthermore there is an increased emergence of identity fraud. Inland Revenue, along with many other government agencies within New Zealand, are working to provide information to our customers to make it easier for them to comply but also make it harder for them to get it wrong. Some of the initiatives are as follows:


Improving the authentication of our online services

As Inland Revenue moves increasingly towards its vision of being an "e-business", it has become clear that we need an enhanced authentication and access control system for our e-channel. For example, currently most businesses and organisations can't access our Online Services, because we can't yet identify them and provide access rights online. We have a number of business drivers requiring more robust authentication and access rights for online services, for example: 

· on-demand activity reports

· devolved administration of Online Services access to authorised representatives

· the ability for staff to activate customers' Online Services accounts instead of having to wait to receive their temporary password in the mail.

· enhancements to the Companies Office registration process 
· introducing two-factor authentication

·  joining up with cross-government authentication initiatives

Improving systems to correctly identity customers with the aim of reducing 
identity fraud


Concepts such as ‘establishing identity’ and ‘proving identity’ have long been 
important for individuals and the agencies that interact with them.  In today’s 
environment of increased electronic transactions, international travel and increasing 
instances of identity theft, these processes are coming under closer scrutiny. Proving 
ones identity is difficult. The first time that someone has contact with Inland 
Revenue is usually related to them applying for an IRD number.  Once an IRD 
number is issued, it becomes a key that unlocks the entire IR system for all future 
products and services; therefore, it plays a critical role in our relationship with 
taxpayers.  


An initiative to combat identity fraud is to:

· strengthen the IR Number Registration process to reduce identity related fraud and to integrate the all-of-government Evidence of Identity (EOI) Standard into our system and business processes 

· investigate and implement 'B2B' transactions, with other government departments, for the purpose of verifying identity and existence, thereby increasing accuracy and reducing the compliance effort required by our customers 

· apply an all-of-govt approach by making available the facility to initiate the issuance of an IR number, while the customer is providing proof of identity for another service 

Conclusion:

The issues faced in New Zealand are not dissimilar to other countries. In the last few years Inland Revenue has seen some real changes in the way we approach compliance and work together with customers to increase voluntary compliance with an overarching goal to improve the economic and social wellbeing of our customers. With this in mind, the Inland Revenue Department is also involved in developing or implementing a number of other initiatives to encourage voluntary compliance. Examples of these are:

· Tax simplification to minimise the burden of compliance costs and to encourage voluntary compliance

· Providing access to convenient services and information

· Providing pro-active customer information and education

· Working alongside other government departments and agencies to provide a ‘joined up’ government service for customers with linked needs

· Talking a holistic approach towards compliance within Inland Revenue

· Ensuring that the respective Inland Revenue departmental units work collaboratively to share information, intelligence and tailoring interactions

· Sharing information, intelligence and initiatives (where appropriate) with other governmental agencies both internal and externally at various forums in New Zealand and internationally

Republic of the Philippines

TAX ADMINISTRATION’S PRACTICE

 IN THE FIELD OF

CASH INTENSIVE BUSINESS

Taxation of Cash Intensive Business

I. Introduction

A cash intensive business is a business undertaking whose transactions are strictly being operated in cash or, stated otherwise, a business trading in cash. It is being usually conducted by business entities such as restaurants, retail stores, ATM machines, vending machines, transportation business and the likes, some of which may not even have a fixed place of business. 

In the Philippines, business entities are being regulated and monitored by different government regulatory bodies depending on the industry to which they belong.  Considering that entities operating a cash intensive business belong to different industries, monitoring and regulation is not centralized in a single government regulatory body.  Similarly, considering that jurisdiction over the entity is industry based, monitoring and regulating the industry is not focused on whether a particular business is a cash intensive business or not.

As regards taxation, jurisdiction over the business entities are location based, such that, assessment and collection of taxes from a particular taxpayer were delegated to the Revenue District Office of the place where the taxpayer is conducting business.  Due to its present system of allocating taxpayers, there is no specific unit in the Bureau of Internal Revenue (BIR) designated to handle solely cash intensive businesses.

II. Relating provisions of the tax legislation

Taxation in the Philippines is generally governed by the provisions of the National Internal Revenue Code (NIRC) and supplemented by other special laws and treaties. Individuals and corporations who are engaged in business and operating within the taxing jurisdiction of the Philippines are basically liable to at least two types of taxes, the income tax and the business tax. Cash intensive businesses are likewise covered by the aforesaid general provisions considering that they are likewise considered as taxable business entities.

For income tax purposes Sections 23 and 32(A) of the NIRC provide for the persons, natural or juridical, and income payments which are subject to income tax, respectively, to wit -

“Section 23.    General Principles of Income Taxation in the Philippines

(A)   A resident citizen of the Philippines is taxable on all income derived from sources within and without the Philippines;

(B)   A nonresident citizen is taxable only on income derived from sources within the Philippines;

(C)  An individual citizen of the Philippines who is working and deriving income from abroad as an overseas contract worker (includes a seaman who is a citizen of the Philippines and who receives compensation for services rendered abroad as a member of the complement of a vessel engaged exclusively in international trade) is taxable only on income from sources within the Philippines;

(D)   An alien individual, whether a resident or not of the Philippines, is taxable only on income derived from sources within the Philippines;

(E)   A domestic corporation is taxable on all income derived from sources within and without the Philippines; and

(F)   A foreign corporation, whether engaged or not in trade or business in the Philippines, is taxable only on income derived from sources within the Philippines”

“Section 32.   Gross Income

(A)  General Definition. – Gross income means all income derived from whatever source,  including (but not limited to) the following items:

(1)    Compensation for services in whatever form paid, including, but not limited to fees, salaries, wages, commissions, and similar items;

(2)    Gross income derived from the conduct of trade or business or the exercise of a profession;

(3)    Gains derived from dealings in property;

(4)    Interests;

(5)    Rents;

(6)    Royalties;

(7)    Dividends;

(8)    Annuities;

(9)    Prizes and winnings;

(10)  Pensions; and

(11)  Partner’s distributive share from the net income of the general professional partnership.”

Based on the above provisions, all income (subject to certain exceptions) of whatever nature and whatever source earned by a person or entity which is covered by the Philippine taxing jurisdiction are subject to income tax.  Income tax for individuals is being imposed at a graduated rate of 5% to 32% while corporations are subject to a fixed rate of 35%, the tax base for both is the net income (gross income less deductions allowed under the NIRC).

Business tax on the other hand is classified into two (2), the Value-Added Tax (VAT) and the Percentage Tax.  Imposition of the VAT is governed by Section 105 of the NIRC as follows:

“Section 105.  Persons Liable to VAT

Any person who, in the course of trade or business, sells, barters, exchanges, leases goods or properties, renders services, whose gross annual sales and/or receipts exceed one million five hundred thousand pesos (P1,500,000.00) and any person who imports goods shall be subject to the value-added tax (VAT) of 12% effective February 1, 2006.”

In general, all persons engaged in business whose annual gross sales/receipts exceeds P1,500,000.00 are subject to VAT except for the following taxpayers which are specifically subjected to Percentage Tax at various rates pursuant to the provisions of the NIRC as follows:

1.  Any person whose sales or receipts do not exceed One Million Five Hundred Thousand Pesos (P1,500,000.00) and who is not a VAT-registered person 

2.  Domestic carriers by land, on transport of passengers, and keepers of garages
3. International carriers doing business in the Philippines

4. Franchise grantees of radio/television broadcasting companies with gross receipts not exceeding Ten Million Pesos (P10,000,000.00), and electric, gas and water utilities

5. Overseas dispatch message or conversation originating from the Philippines

6. Agents of foreign insurance companies

7. Amusements

8. Banks and non-bank financial intermediaries

9. Finance companies

10. Life insurance premiums

11. Winnings

12. Sale, barter or exchange of shares of stocks listed and traded through the local stock exchange or through initial public offering

Imposition of business taxes is based on the gross sales or receipts.

III. Approach: Enforcement Strategies

· Identification of Taxpayers

Taxpayers are being identified and included in the BIRs database through the registration process.  Sec. 236 of the NIRC requires every person subject to any internal revenue tax to register with the BIR thru the Revenue District Offices (RDOs) having jurisdiction over the taxpayer’s place of business.

The taxpayer’s place of business shall include its head office, branch or facility which must be registered individually in the RDO of the place where the said head office, branch or facility is being located.  A Philippine Standard Industrial Code (PSIC) is assigned to identify the line of business/industry where the taxpayer belongs.

Each registered taxpayer shall be supplied with a Taxpayer Identification Number (TIN). The BIR shall make use of the information obtained via TIN to monitor if correct taxes have been paid, build up third party information, update taxpayer’s database and detect non-filers and stop-filers.  For taxpayers maintaining a head office and other branches or facilities, only one TIN shall be issued.  The TIN shall be indicated in all tax returns, statements or documents to be filed with the BIR for the taxpayer’s proper identification for tax purposes.  At present, TIN is likewise required to be indicated on documents which are required to be filed in other government offices and other private institutions.


Application for registration is, generally, being done manually.  In 2003, however, the BIR launched the “e-TIN” also known as the TIN on the Web.  Through this facility taxpayers can be able to secure their TIN on-line as a first step for the registration process.

· Risk Assessment  
The BIR has not yet established an institutionalized system for risk management analysis.

For 2007, the Commissioner of Internal Revenue issued a memorandum for the strict compliance of all internal revenue officials and employees to pay attention and give audit priority to those businesses which are being suspected for underdeclaration/non-payment of taxes this year, such as but not limited to, the following:

· Hospitals, clinics, medical and dental laboratories;

· Business agents and their clients reporting no payment returns;

· Professionals like doctors, lawyers, accountants, etc;

· Government contractors;

· Duly identified top 10,000 private corporations under RR No. 17-2003.

· Taxpayers reporting exempt, net loss/no operations in their filed returns.

· Record Keeping Requirements

· Printing and Issuance of Receipts or Sales or Commercial Invoices

All persons who are engaged in business are required to secure from the BIR an authority to print receipts or sales or commercial invoices and have the same printed by a duly registered printer.  

The receipts or sales or commercial invoices shall be serially numbered and shall show, among other things, the name, business style, TIN and business address of the person or entity which will use the same.  It shall be issued for every sale or transfer of merchandise or for services rendered valued at Twenty-five pesos (P25) indicating therein the date of transaction, quantity, unit cost and description of merchandise or nature of service.

· Keeping of books of accounts and other accounting records

All corporations, companies, partnerships or persons required under the Philippine laws to pay internal revenue taxes are required to keep books of accounts and other accounting records.

For taxpayers having gross quarterly sales, earnings, receipts or output exceeding One Hundred Fifty Thousand Pesos (P150,000.00), they are required to have their books of accounts audited and examined yearly by independent Certified Public Accountants, including their income tax returns, balance sheets, profit and loss statements, schedules listing income-producing properties and the corresponding income therefrom and other relevant statements.

Taxpayers may likewise adopt the computerized accounting system, where books of accounts and other accounting records may be maintained electronically. 

The books of accounts and other accounting records, whether maintained in hard copies or electronic forms, shall be preserved by the taxpayer for a period of three (3) years from the prescribed due date for the filing of the tax return, or actual date of filing of the tax return, which ever comes later.

· How businesses are tracked and the tools used

· Tax Mapping/Tax Compliance Verification Drive (TCVD)

In an effort to boost the Bureau’s tax collection, ensure tax compliance, and increase its tax base, massive tax mapping activities are being conducted nationwide. This involves visitations to numerous taxpayers/business establishments to check on their compliance with registration, bookkeeping, invoicing and other requirements imposed by the BIR under the Tax Code.   

Through this Program, unregistered business establishments and taxpayers who are not complying with the BIR requirements are being apprehended and required to register, comply with the requirements and pay the correct taxes.

Aside from unearthing non-registrants and violators, the tax mapping operations foster taxpayers’ education as the visited taxpayers were being informed of the existing rules and regulations and being reminded of their obligations.

· Audit and Investigation

· Audit Programs

In order to enhance collections from voluntary compliance, quality audit of selected tax returns in order to collect the correct amount of taxes are being annually conducted.  Policies and guidelines are being issued every year defining the selection criteria, audit policies, procedures and reporting requirements to be adopted for a particular year for the audit of tax returns of taxpayers.  These audit programs are being supplemented from time to time by other short period programs to cover tax cases which were not selected for the regular audit program.

For specific industries showing low tax compliance and/or suspected of having considerable underdeclared or unreported income, Task Forces were being created to concentrate solely in the audit of the specified industries.  However, Task Forces have limited existence being dissolved after the completion of each project.

· Third Party Matching (RELIEF) Program
 This program, which is called Reconciliation of Listings for Enforcement (RELIEF) Program, strengthens the BIR’s assessment function through its capability to consolidate and match information provided by VAT-registered taxpayers via the submission of Summary List of Sales and Purchases (SLSP), by both the seller and the buyer of goods or services against their declarations in the VAT returns filed.  With regards to importations, the same are matched with the importation data provided by the BOC as against the importations declared by the taxpayer in the VAT returns filed. Through the electronic matching of the information submitted, underdeclaration of sales and/or overstatement of purchases were being detected resulting to the collection of additional income tax and VAT.

Information gathered from the SLSP and BOC are likewise being disseminated, upon request of the investigating offices, to be utilized in the conduct of audit.

· Tax Reconciliation System –Letter Notice (TRS-LN)

The Tax Reconciliation System-Letter Notice (TRS-LN) has a similar concept with the RELIEF Program except that the TRS-LN is based on the matching of the Withholding Tax Returns filed and alphabetical listings of payee-income recipients submitted by the payor-withholding agents as against the income or business tax returns together with the alphabetical listings of payor-withholding agents submitted by the payee-income recipients.

Thru the electronic matching of the tax returns and the alphabetical listings of withholding agents as against the alphabetical listings of payees, unreported tax withheld together with the unreported income can be detected.

· Run After Tax Evaders (RATE) Program

This Program includes the investigation and prosecution of individuals and/or entities engaged in tax evasion and those having criminally violated the provisions of the NIRC. It aims to prosecute high profile tax evaders and generate maximum deterrent effect in the taxpaying public by emphasizing the fact that tax evasion is a crime and violators will be caught and punished. This program likewise promotes the confidence of the public in the tax administration.

· Data gathering and matching techniques
· Third Party Information (TPI) Linkage

The Commissioner of Internal Revenue is empowered to obtain on a regular basis from any person other than the person whose internal revenue tax liability is subject to audit , from any office or officer of the national and local governments, government agencies or instrumentalities and government-owned or controlled corporations any information which may affect the taxability of a particular taxpayer.  The aforesaid power has been effectively implemented by obtaining information from third party or the so-called Third Party Information Linkage as follows:

· Tax Informers

To assist the BIR in apprehending tax evaders and violators, Section 282 of the NIRC provides for the grant of Informer’s Reward to persons instrumental in the discovery of violations of the NIRC.  A reward equivalent to 10% of the taxes collected out of the information, but not to exceed One Million Pesos (P1,000,000.00) shall be given to any person, except BIR employees and other public officials and their relatives within the 6th degree of consanguinity, who voluntarily gives definite and sworn information, not yet in the possession of the BIR, leading to the discovery of fraud, thereby resulting to the recovery of revenues.

· Linkages With Other Government Agencies

The strengthening of Third Party Information (TPI) data-gathering capability is a primary undertaking of the BIR. It is accomplished through the establishment of computer linkages and data-matching facilities with the databases of a growing list of selected partner organizations. The main objective is to establish/expand linkages with other government agencies, through on-line sharing of information that could potentially increase overall government revenues dramatically.

At present, the BIR has existing Memoranda of Agreement (MOA) with the Board of Investments (BOI), Philippine Export Zone Authority (PEZA), Insurance Commission (IC), Securities and Exchange Commission (SEC), Bureau of Customs (BOC), Land Registration Authority (LRA), Bureau of Local Government Finance (BLGF), Land Transportation Franchising and Regulatory Board (LTFRB) and Department of Transportation and Communication (DOTC). Through these MOAs, partner organizations agree to share to the BIR information regarding business establishments which are filed in their respective offices.

· No OR Complaint Facility
The “No OR Complaint Facility” is an email facility that is intended to accept complaints/ reports on individual and business establishments not issuing official receipt or sales invoice. Through this information, establishments who are not complying with the invoicing requirements can be easily detected and subjected to investigation.

Aside from the e-mail facility, interested parties may likewise send their complaints on non-issuance of receipts thru postal mail or by having their written complaint filed directly to the BIR offices.

· Submission of Summary Listings of Sales and Purchases

Based on this system, seller of goods and services are required to periodically submit their Summary Listing of Sales, enumerating therein, among others, the name of their customers, the nature of the goods sold and the amount of sales.  Buyers, on the other hand, are being required to submit their Summary Listing of Purchases, indicating therein, among others, the name of the seller, the nature of the goods purchased and the amount of the purchases.  Thru this system, the BIR can gather information from both parties in the transaction and determine whether, there is an underdeclaration or non-declaration committed by either party.

· Submission of Summary Alphalist of Withholding Agents (SAWT) and Monthly Alphalist of Payees (MAP)

SAWT refers to the submission of the payee of Alphalist of Withholding Agents with the corresponding income received and taxes withheld therefrom. MAP on the other hand, is the submission by the payor-withholding agent of the Alphalist of Payess with the corresponding income payments and taxes withheld therefrom.  Both documents will be compared together with the other related tax returns to determine whether, based on the summary listings submitted, there is underdeclaration/non-declaration of income and taxes withheld.

· Inventory-taking and Surveillance


The Commissioner of Internal Revenue is likewise empowered to order inventory-taking of goods of any taxpayer to be used as a basis for determining his internal revenue tax liabilities, or may place the business operations under observation or surveillance.  The findings may be used to assess taxes for the other months or quarters of the same or different taxable years and such assessment shall be deemed prima facie correct.

· Promoting voluntary compliance

· Tax Education, Information and Assistance

To further improve the quality of service and the delivery of accurate information to our stakeholders, the BIR is regularly and continuously conducting tax information campaign to educate taxpayers, inform them of their rights and obligations as taxpayers and give them guidance on how to easily comply with the tax rules and regulations.  These tax information campaigns include:

1. Regular conduct of seminars and symposia regarding new tax laws and its implementing regulations in every Revenue District Office.

2. Conduct of regular seminar in every District Offices for new registrants

3. Annual tax campaign which are being conducted from February to March in preparation for the annual filing of income tax return

4. Mr. Taxman, a radio program which discusses tax issues and taxpayer’s concerns regarding taxes. 

5.  BIR Contact Center (BIRCC) where the queries, complaints and feedbacks from the taxpayers are addressed thru telephone.

· The Withholding Tax System

 
The Withholding Tax System complements and enhances voluntary compliance.  Thru the system of withholding, income payments are periodically been reported by the withholding agent to the government at the time the income is paid.  Correspondingly, the taxes which are supposed to be due, or even an approximation of the taxes supposed to be due, on the particular income were already withheld and remitted to the government.  Since the withholding agent will be reporting an income which belongs to a third party and will be remitting a tax which is not due from him, the degree of reliability on the amount reported and remitted is greater than the income reported and taxes paid by the income earner himself.


As regards the income earner whose receipt of income has already been reported and for whom taxes withheld were already remitted by the payor, he will be mindful of reporting his true taxable income to the government considering that he is aware that such income was already reported by the withholding agent.

· Grant of Privileges to Marginal Income Earners


Marginal income earner refers to an individual not otherwise deriving compensation as an employee but who are self-employed and deriving gross sales/receipts not exceeding One Hundred Thousand Pesos (P100,000.00) during any 12-month period.


These are individuals who, by reason of their very minimal income, stay as unregistered taxpayers in order to avoid extra-expenses of maintaining records and complying with the tax rules and regulations.  This practice eroded the data base of registered taxpayers and reduces the government’s chances of collecting taxes from them even if, later on, they exceeded the threshold of being a marginal income earner.

To encourage them to show off and be a part of the data base of registered taxpayers, the BIR issued a policy giving some privileges and minimum compliance requirements to registered marginal income earners such as exemption from payment of registration fee; exemption from compliance with the issuance of registered receipts or invoices; exemption from the requirement of maintenance of books of accounts; exemption from submission of Financial Statements.  They are however, entitled to the issuance of TIN and shall be liable to pay their income tax, if any. 

·  “Premyo sa Resibo Promo”

The “Premyo sa Resibo” is an electronic raffle of receipts using Short Messaging System (SMS), popularly known as text messaging. It is aimed to encourage and reinforce behavior of issuing and demanding official receipts and build database of actual receipt issuances.

Thru this promo, buyers are encouraged to ask for receipts everytime they purchase goods and/or services so that they can join the raffle by texting to the BIR the serial number of official receipts or sales invoices issued to them.  The seller on the other hand, will be forced to issue an official receipt or invoice everytime he sells goods or services.

With this mechanism, the BIR has made a substantial headway in detecting taxpayers who do not issue official receipts/invoices; those who issued fake/unregistered official receipts/invoices; and those who paid minimal income tax payment or no payment at all.

· Taxi-meter Issuing Receipts


For the taxi cab business, the BIR in coordination with the Land Transportation Franchising and Regulatory Board launches the use of taxi meter issuing receipt.  The taxi meter issuing receipt is a device with a function similar to a cash register machine.  It will automatically issue the receipt, everytime a passenger avail of the services of the taxi cab, indicating, among others, the distance traveled by a particular passenger and the amount charged.   Through this mechanism, issuance of receipts will be enforced for taxi drivers thereby providing a record of each transaction and receipt of income.

· Privilege Store

A Privilege store refers to a stall or outlet which is not permanently fixed to the ground and normally set-up in places like shopping malls, hospitals, office buildings, hotels, villages or subdivisions, churches, parks, sidewalks, streets and other places for the purpose of selling a variety of goods/services for a short duration of time or special events.  These privilege stores are usually not registered with the BIR and not paying their taxes.

In order to track down operations of the privilege stores and likewise forced them to pay taxes, guidelines have been issued requiring privilege store owners to pay advance income tax and value-added tax.  Said advance payment shall be paid on the 1st day of every month to cover the estimated sales for the entire month.

· Information and Communication Technology (ICT)

To extend a more efficient service to the taxpayers, the BIR explored the full potential of the Information and Communication Technology (ICT) in the delivery of taxpayer services and implementation of simplified and taxpayer friendly compliance procedures.  Thru the use of technology, transactions with the BIR were made easier and convenient for the taxpayers, thereby encouraging voluntary compliance.

· Electronic Broadcasting (eBroad)

The eBroad is a system that provides confirmation of tax payments received through the Authorized Agent Banks (AABs) of the BIR. Through this facility, enrolled taxpayers are notified via text messaging, email and web channels of all the tax payments they make within 48 hours from receipt of said payments thereby ensuring taxpayers that their tax payments were actually received and recorded by the BIR.

· E-Lounges nationwide

The e-Lounge was established to provide taxpayers with free electronic facility to access BIR’s web services, thereby enabling them to file and pay their taxes due, apply for TIN; download forms and avail on-line information and services offered by the BIR.  e-Lounges were stationed in every Regional Office to cater to their respective taxpayers’ need for electronic facility.

· Electronic Filing and Payment System (EFPS)


The EFPS allows taxpayers to file their tax returns and pay their tax due on-line without the necessity of going to the banks or to the BIR Offices to manually file their tax returns.  At present, EFPS is available only to the top Ten Thousand (10,000) large taxpayers and other selected taxpayers.

· Mobile Payment (M-Payment/G-cash)


M-Payment or G-cash is a mobile payment system that allows taxpayers to pay their taxes anytime, anywhere through text messaging.  At present, M-payment/G-cash is made available for selected tax payments.

· Other Administrative Measures


To further boost voluntary compliance, the BIR is occasionally implementing administrative measures to encourage taxpayers to voluntarily declare their correct income and pay the correct taxes.  Some of these administrative measures are as follows:

· “No Audit” Program (NAP)

The NAP is a 5-year program, covering taxable years 2004 to 2008, granting an exemption from audit and/or investigation to taxpayers who will avail and qualify for the Program.  In order to qualify for the Program, the taxpayer’s tax payment for the current year must have exceeded that of the previous year by at least twenty (20%). The taxpayer must continuously qualify every year in order to avail of the full 5-year benefit.

· Voluntary Assessment Program (VAP)

  This Program grants taxpayers the opportunity to avail of the last priority in audit and investigation, which shall apply to all internal revenue taxes covering a particular taxable year. In order to qualify for the Program, the taxpayer’s tax payment for the current year must at least be thirty percent (30%) higher than the previous year.  The VAP may be availed of by qualified taxpayers on a per taxable year/period and per tax type basis.

· Problems in addressing the cash intensive business and challenges

· No single government regulatory body to monitor their operations from which information can be secured.

· No specific unit in the BIR designated to handle cash intensive business.

· Difficult to track down considering that most of them are not registered taxpayers and transactions were easily consummated

· No fixed place of business hence difficult to apprehend even thru tax mapping operations

· Non-issuance of sales invoice/official receipt/issuance of fake/unregistered invoices

· Absence of trail for their sales/gross receipts declaration

· Cash transactions can be easily concealed.

· No specific audit guidelines to be applied to cash intensive business

Inland Revenue Authority of Singapore
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Taxation of Cash Intensive Business

Introduction

Like other tax administrations in the world, the Inland Revenue Authority of Singapore (IRAS) recognizes that the taxation of cash intensive businesses is an arduous task.  This is because of the inherent risks associated with cash intensive businesses.

In cash intensive businesses, it is commonly observed that sales of small amounts received in cash are not acknowledged with a receipt nor accounted for using any cashier machines.  Examples of such businesses are hawkers, coffee shops, provision shops, hardware shops, medical halls, hairdressing salons and private medical practitioners.

Many of these cash intensive businesses are sole-proprietorships, partnerships and family-run companies.  They typically have poor record keeping and accounting practices.  The owners of these businesses are usually of low education backgrounds with limited knowledge of the laws.    

The voluminous transactions settled in cash provide a great opportunity for under-reporting sales.  Cash movements can be difficult to trace or reconcile in any bank deposit analysis if the cash is not being deposited into the bank accounts.  Therefore, the risk of suppression of sales is high in these businesses.  

If any sale is suppressed, the loss to the revenue is compounded if the business is GST registered or liable for GST registration as the total revenue  leakage in this case is the GST plus income tax on the sale. 

Legislative Requirements

In view of the inherent risks associated with cash intensive businesses, our legislation contains the following provisions designed to ensure that businesses pay their fair share of tax and to strengthen our ability to detect non-compliance. 

Record-keeping

Businesses must keep proper records and accounts of all transactions for 7 years in either paper or electronic forms.  This allows IRAS’ officers to readily ascertain the business assessable income and allowable deductions and check that GST treatment has been correctly applied on the transactions.

The record-keeping period will soon be reduced from 7 to 5 years.  This is part of our government’s effort to reduce compliance costs for businesses.

GST registration

GST registration is compulsory for businesses with annual turnover exceeding $1 million or which is expected to exceed $1 million for the next 12 months.  Being a self-assessment tax system, the onus is on the business to come forward and make an application for GST registration once it become liable to register.  Failure to register is an offence and penalties are provided under the law.

The law also provides for voluntary registration where the annual turnover is less than $1 million.  Some businesses decide to voluntarily register where they find that the benefits arising from registration (e.g. ability to seek input tax claims on business purchases) outweigh the GST compliance costs. Once registered under the ‘voluntary’ basis, the business must remain registered for at least two years.  This is intended to prevent any frivolous registration. 

Tax invoice

A GST registered business is required to issue a tax invoice for every local sales made to another GST registered business.  The recipient may claim input tax only if a valid tax invoice is held as proof of claim.  This provides the trail for verification of the claim for input tax made by the recipient, and also the proper accounting of output tax by the issuer.  It forms the primary documentary evidence of the business transactions between the supplier and the recipient. 

In the light of the importance of the tax invoice, the material aspects relating to the use and format of the document are regulated.  For example, only a GST registered business can issue a tax invoice for its sale transaction and the tax invoice must contain certain specified information. 

Receipts

Businesses are required to issue a serially numbered receipt for all sales transactions and retain a duplicate of each receipt.

Where a computer or other machine (e.g. point-of-sales system or cash register) is used for recording sales, receipts may be dispensed with if all the sales are put through the computer or machine. However, businesses must still issue receipts to their customers should their customers so request.  GST registered businesses must continue to issue tax invoices, as the waiver of issuance of receipts does not amount to a waiver to issue tax invoices.        

Data Gathering and Matching 

Data matching of taxpayer’s information obtained from external organisations such as government ministries, statutory boards and other third parties forms an important channel for IRAS’ data collection and compilation process.  It is important to match external data so that data are not limited via only tax returns.  In Singapore, each individual or business entity has a unique reference identifier.  With the unique identification number tagged to each entity, we are able to match taxpayers to their businesses, asset ownership and financial connections. 

IRAS has an Intelligence Unit which consolidates all information assets captured or processed by various IRAS systems and promotes sharing among divisions so as to reap the full benefits of information.  It also seeks to create knowledge through statistical analyses, research into particular entities so as to provide valuable information for compliance functions, such as enforcement, audit and investigation. We are constantly building up information resources and computer applications to ensure we have a good picture of taxpayer's businesses, connections and finances.  We believe that frequent and proactive analyses of the taxpayers’ reporting behaviours are necessary in compliance surveillance covering those engaged in cash transactions and others. 

Compliance Strategies 

IRAS believes that most businesses are compliant. Hence there are 2 key strategies – education and compliance.  In education, we strive to provide information and the means to be able to comply with the tax laws.  In compliance, we strive to ensure that the right amount of tax is collected and would take strong deterrent actions against serious non-compliance.

Education 

A common issue for many businesses is their inability to fully understand and meet their taxation obligations.  Non-compliance in cash intensive businesses often arises due to lack of knowledge in tax laws and poor record keeping practices, rather than any intention not to comply.  Hence it is important to educate the businesses on their tax obligations and help them improve their record keeping practices so as to minimize revenue risks. 

E-tax guides

To assist businesses to comply with the tax rules, understand their record keeping obligations, IRAS has published a number of e-Tax Guides.  It includes general guidelines for all industries such as keeping records in electronic media as well as specific guidelines for industries such as motor vehicle retailers.   

We also take the initiatives to send email alerts on latest e-tax guides to all trade associations. This is to keep them abreast of tax developments and changes.

Seminars/ workshops

IRAS regularly conducts seminars to educate businesses on tax rules and record keeping requirements for income tax purposes.  We also run monthly workshops for GST-registered businesses.  The workshops provide information on GST treatments of common transactions, obligations of a GST registered business and record keeping requirements.  

Industry dialogues/ working with trade associations/ visits

IRAS constantly seeks to better understand the needs of industries and their business practices. Industry dialogues are held regularly to provide opportunities for businesses to seek information and clarification.  We also seek the assistance of professional bodies and trade associations (e.g. Singapore Dental Association and Motor Traders Association of Singapore) to educate their members through dissemination of information so as to increase awareness and promote compliance to tax obligations. 

Dialogues are also held after auditing an industry (e.g. private medical professionals and motor vehicle retailers) to highlight the common errors made by the industry.  Our officers also visit businesses to better understand the practical aspects of the business operations and assess the standard of record keeping.  Examples are visits to small businesses like hawkers and provision shops.

Audit Approach

IRAS relies on a risk-based approach to select appropriate cases for audit.  The selection process involves detailed analysis of businesses’ financial profiles so that those with the highest revenue risks are identified for audit.   

We leverage on information available in our databases using data-warehousing and mining technology.  The Rough Means Test is a useful tool in identifying taxpayers whose wealth is not compatible with reported income.  In the computation of wealth, we look at  valuable asset ownerships such as properties, motor vehicles and leisure crafts. 

We also select cases that show anomalies in reported income.  The criteria commonly used are:

(a) Ratios not in line with reported turnover or industry averages or economic indicators

(b) Unusual/ abnormal expenses claimed

(c) Reported figures inconsistent with previous years’

(d) Figures in income tax returns differ from that reported for GST

(e) Qualified accounts

We proactively look out for high profile businesses publicized by the media and act on complaints by members of the public.  We also tapped on our own officers’ local knowledge in identifying potential audit cases.   

Site visits

We conduct site visits at business premises to review businesses’ current records to determine its adequacy and advise on areas of improvements.  Particular attention is paid to the methods of recording sales.  A sophisticated receipting system that automatically generates a receipt for payment tendered, such as the point-of-sales system, would have sufficient controls built-in to ensure that sales are properly recorded.  On the other hand, where a receipt is only given on demand, the likelihood of omission would be high.  If cash registers were being used only for holding the cash collected rather than for recording sales, the case would warrant further review. 

We will be introducing unannounced site visits into our compliance programme.  Such visits involve the officer paying the business a friendly, unannounced visit to make an observation of the business activity.  The officer would also ask questions relating to the turnover, such as the takings for the day, etc to make known our interest in their business turnover.  Such visits put the taxpayer on his toes and send the message that “IRAS knows how well you are doing”, hoping that they would comply with tax laws. 

Leveraged audits

Under this approach, industries of high risk, for example medical specialists, will be selected for leverage audits.  A letter will be sent to a sample of businesses from the selected industry to inform them of our intention to audit them.  The taxpayers are then given a chance to review their accounts and disclose any mistakes or omissions before the audit commences.   An audit exercise carried out on private medical practitioners using this approach yielded $22 million in tax and penalties recovered.

Tracing of supply chain

One way that our audit officers usually use to establish any under-declared sales is to estimate the earnings of a business by tracing its supply chain.  While business-to-customer transactions could be cash-based, business-to-business transactions are mostly paid through cheques.  We could then trace such transactions from the upper end of the supply chain (i.e. the importers, manufacturers, suppliers or wholesalers) as most of these big businesses tends to be larger companies doing legitimate businesses or publicly listed companies with proper management, accounting and computerized records. 

Together with information on the typical gross profit margins provided by suppliers, we could thus estimate the gross earnings of the business and determine the extent of under-declaration of income.  Four famous duck-rice (a popular local dish) sellers reported in magazines, television programmes and travel guides were selected for audit.  Information was sourced from their suppliers and approximately $1m of underpaid taxes from these sellers was uncovered.

Bank deposits method

This method assumes that proof of deposits is substantial evidence of taxable receipts and is used when business takings are substantially deposited into bank accounts.  The theory behind the bank deposits method is simple.  There are only three things a taxpayer can do with his money once it is received – spend it, deposit it or hold it as cash on hand.  Accounting for these three areas considers all funds available to the taxpayer. If non-income sources are eliminated, the remaining deposits and expenditures will equal gross sales. 

However, there are practical difficulties in applying the bank deposits method.  This includes the need to have full knowledge of all bank accounts into which business takings were deposited and also the need to establish cash expenditure.

Reconciliation of net worth

This method is useful in establishing whether taxpayers have disclosed all their income.  Net Worth is the difference between assets and liabilities expressed at cost price.  The method relies on a simple formula, i.e. INCOME = INCREASE IN NETWORTH + EXPENDITURE - FUNDS  AVAILABLE.  

Funds available is summarised from the amounts declared in the income tax returns.  The assets owned by an entity include properties, cars, stocks and shares, bank deposits and cash on hand. Liabilities include bank loans, personal loans and hire purchase loans.  Expenditure items include personal expenses, taxes and bank interest. 

The disadvantage of Net Worth Method is that it requires large amount of data and meticulous reconciliation.  It is therefore more commonly employed as an investigation technique when proper accounting records are not available.    

Continuing Challenges

Taxation of cash intensive businesses remains a huge challenge for IRAS because cash is easy to conceal and poor record keeping is common. Therefore, we will need to be proactive in providing assistance and education to these businesses.  This means we must continue to work closely with professional bodies and trade associations to understand the needs and problems of the businesses.     

Engaging consumers 

Cash intensive businesses, particularly sole-proprietorships, partnerships and family-run companies, will continue to give rise to ongoing compliance risks.  We recognize the need to engage consumers so that this risk may be more cost-effectively addressed.  There are two areas that consumers may play a useful role, i.e. to demand for proper receipts for cash payments as well as to pay larger amounts through cheques or electronic payment modes. 

However, we acknowledge that both of these actions would invariably increase the compliance costs of businesses.  Any initiative in this aspect requires well-planned publicity of messages and instructions with good justifications and rationale. 

Benchmarking and build-up of knowledge

To have an effective case selection system, we need to continuously accumulate and transform audit findings into intelligence and knowledge.   It is therefore important that we collect and store findings of audit activities with a view to get benchmark data and risk profiles.  Such findings would include the modus operandi of the business, the extent of record keeping, the gross profit and net profit norms and the ratio of expenses to turnover.

Conclusion

As IRAS believes the long-term solution to tax the cash intensive businesses efficiently is voluntary compliance, we are stepping up our efforts in education.  This involves sharing our audit findings with professional bodies and trade associations as well as highlighting the common mistakes made by businesses in the media.  As voluntary disclosure attracts a lower penalty, businesses are encouraged to come forward to disclose any errors made. 

For businesses that do not want to comply, we will not hesitate to take strong deterrence actions against them.   We hope to achieve maximum impact by prosecuting the more blatant cases in order to generate publicity.  Such publicity can help to send out clear messages that the possibility of detection is high and that the sensible option is voluntary disclosure.    

As mentioned, cash intensive businesses have a high risk of non-compliance and hence pose a significant risk to revenue.  They can be better managed through closer partnership with the business community, improved business practices and strengthened programmes on compliance and enforcement.
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Tax administration’s practice in the filed of cash intensive business

1. Organization responsible for cash intensive business


Cash intensive business is ranging from large businesses with high sales volume such as department store to small businesses such as restaurant, retail store, family grocery store, stall, and laundry or personal care services such as beauty salon, tailor shop, etc. 


An important characteristic of cash intensive business is that it is classified as a business with high potential tax evasion by not reporting the correct amount of income in calculating taxes. Given such nature, it is necessary to have an appropriate and efficient procedure to manage tax collection for this kind of business, starting from setting up an organization or a unit responsible for collecting taxes for cash intensive business tax, enforcing law, accessing taxpayers’ information, giving tax knowledge, building tax compliance and, finally, setting up standard regulation for tax supervision system and business investigation in order to help the taxpayers file tax returns correctly.

In Thailand, any person or entity (including an individual, body of persons, non-juristic partnership or a juristic person), who regularly supplies goods or provides services and has an annual turnover exceeding 1,800,000 baht, must register to be value-added tax (VAT) registered person or entity. The VAT return and tax payment, calculated by deducting input tax from output tax, must be submitted within 15 days of the following month. Moreover, the individual taxpayer is liable to file personal income tax return (Form PIT 90) and is required to file half-yearly return (Form PIT 94).  The juristic person is required to file corporate income tax return (Form CIT 50) within 150 days from the closing date of their accounting periods and is also required to make tax pre-payment (Form CIT 51) by the end of August.

2. Relating provisions of the tax legislation

1. Revenue Code

Although the tax payment system in Thailand is self assessment, the Revenue Department has authority to prevent tax evasion by virtue of the Revenue Code. An assessment official shall have the power, under Section 88/3, to enter into a place of business of a business person and performs the investigation. He or she shall also have the power to assess VAT under Section 88. The assessment shall be made within 2 years as from the last day of the period for tax return filling. Moreover, the assessment official shall have the power to issue a summons call upon that tax return filer for interrogation and order that tax return filer to show documents and accounts. Nevertheless, the summons must be issued within 2 years from the date of tax return filling under Section 19 and also shall have the power to seize or attach and sale by auction assets without the court summons or order under Section 12.

2. Related  tax laws 

2.1 Value added tax

Sale of goods or provision of services, in the form of cash, by a business person in Thailand shall be subject to VAT under section 77/2(1) of the Revenue Code providing that the value of tax base exceeding the value of tax base of a small business as prescribed in the Royal Decree No. 432, B.E. 2548 (2005) under Section 81/1 of the Revenue Code that is 1,800,000 baht per year. Therefore, a business person shall apply for VAT registration within the time limit prescribed under Section 85/1 of the Revenue Code. A VAT registrant shall be liable to immediately issue tax invoice and its copy for every sale of goods or provision of services at the time the tax liability taking place, as well as make output tax report, input tax report, and goods and raw material report under Section 87 of the Revenue code. The business person is also required to submit VAT return (Form PP 30) every month. 

2.2 Corporate income tax

Corporate income tax is calculated from company’s net profit which is calculated by deducting income from business or income arising from business carried on in an accounting period with expenses in accordance with conditions prescribed in Section 65 of the Revenue Code. A company shall file a tax return (Form CIT 50) under Section 66 and Section 68, and make tax prepayment (Form CIT 51) under Section 67 Bis of the Revenue Code. In addition, the company should keep a balance sheet, an operating account and a profit and loss account in an accounting period under Section 68 Bis of the Revenue Code.

2.3 Personal income tax

Any income, in the form of cash, derived from sale of goods and provision of services of a business person, shall be considered as assessable income under Section 40(8). The business person shall be required to file a tax return (From PIT 90) under Section 56 and file half-yearly tax return (Form PIT 94) under Section 56 Bis of the Revenue Code. Moreover, the business person who is non-VAT registered person shall be liable to make a daily account report or daily income and expense report under the Notification of the Director – General of Revenue Department on Income Tax (No.161).

The above liability required for each type of tax can be summarized in the following table. 

	TYPE OF TAX
	LIABILITY
	TAX  RATE
	KEEPING OF EVIDENCE (YEARS)

	Value Added Tax 

(VAT registrant)
	1. Issue a tax invoice

2. Issue an output tax report

3. Issue an input tax report

4. Issue a goods and raw material report

5. File VAT return 

   (Form VAT 30)


	
7%
	5

	Corporate Income Tax
	1. File annual tax return 

   (Form CIT 50)

  2.File tax return for tax

     prepayment

     (Form CIT 51)

  3.Issue a balance 

     sheet, an operating   

     account, a profit and 

     loss account


	30%

Small business with paid-up capital less than 5 million baht :

· 15% on net profit up to 1 million baht 

· 25% on net profit over 1 million baht but not exceeding 3 million baht

· 30% on net profit exceeding 3 million baht 

30%
	5

5

5



	Personal Income Tax
	1. File annual tax return 

   (Form PIT 90)

2. File half-yearly tax return 

   (Form PIT 94)

3. Issue a daily account, or

daily income and expense

   report


	Progressive tax rates

Progressive tax rates
	5

5

5


3. Identification and registration of taxpayers


There is a great chance for a cash intensive business to evade tax resulting in a difficulty in tax collection. Therefore it is necessary for the Revenue Department to utilize the following strategies to bring business operators into the tax system:

1. Utilization of the external information 

The Revenue Department has set up its data base in connection with other government agencies in order to obtain necessary information such as company registration data from the Ministry of Commerce, social security data, usage of electricity and requests for installing electricity meters, industry production capacity, transportation data, and fishery data etc.

In addition, the Revenue Department has been in cooperation with the Department of Provincial Administration, Ministry of Interior, in order to access data base of the Bureau of Registration Administration across country making the process of taxpayer’s identification faster and more convenient.

2. Utilization of the internal information

Most of the Revenue Department internal information is collected from tax return forms such as personal income tax, corporate income tax, value added tax, and withholding tax. The information has been processed by high technology computer system. The system consists of

· taxpayers verification system (all types of tax);

· tax payment tracking system;

· data storage system;

· accounting audit and assurance data;

· VAT entrepreneurs;

· withholding tax tracking system for both taxpayers and tax payees: Forms PND 3, PND 53 and Form 4117 if the payer is an individual, a corporate, and the government, respectively;

· individual tax tracking system; and

· financial data.

3. The Revenue Department has set up the investigating and tracking system for unregistered businesses (or non-compliance businesses) in order to induce them into the tax system. Under this system, the following strategies have been set up to help creating the sustainable tax base : 

· Investigating targeted area: The investigation will be conducted by separating all location into mutually exclusive zones in order to explore unregistered entrepreneurs or registered entrepreneurs who are not yet under the Revenue Department’s supervising system.

· Investigating schemes: There will be several schemes set up for investigation different kinds of activities, for example; Kiosk Merchant Investigation Scheme, and Restaurant Investigation Scheme, etc.

· Investigating targeted entrepreneurs: The investigation will be conducted in accordance with the Revenue Department’s data to track unregistered businesses.

· Investigating newly set up businesses: The investigation will be conducted on the new business which have been registered with the Ministry of Commerce but have not yet been registered in the tax system within 60 days. Nevertheless the investigation will also be conducted in the case where the Revenue Department sent out a tax payment instruction letter but there was no receiver.

4. The Revenue Department has set up the Revenue Department Call Center (RD Call Center) to provide tax information and is open for suggestions and complaints in case where the entrepreneurs did not issue tax invoices. Moreover, there is a tax invoice lucky draw program to motivate consumers to ask for the tax invoices from the entrepreneurs.

5. The Revenue Department has set up the system for on time tax supervision in order to supervise taxpayers individually to pay tax correctly. The system will check whether the taxpayer has submitted the tax return and paid tax correctly. There is also a checking system using tax submission and payment data processing, including external information which allows the checking and tracking of all relevant information on the Revenue Department’s network. This includes the information on types of taxes paid. In case of an abnormal situation, the system will allow comments on how to punish the entrepreneurs.

4. Audit and verification strategies


The Revenue Department has provided services to supervise and advise taxpayer on an individual basis classified by type of business. By doing so, our officers will have expertise on particular activities that they are responsible for. Since the cash intensive business is one of the businesses, that has been focused due to high tendency of tax evasion, therefore the Revenue Department has set up the following audit and verification strategies to particularly deal with this kind of business: 

1. Systematically gathering taxpayers’ information from both external and internal sources, particularly the information on withholding tax return in the case where the payer is an individual (Forms PIT 1 and PIT 3) and in the case where the payer is a corporate (Form CIT 53). Such withholding tax information can be used to compare with income and expenses of the company or business contract. 

2. Visiting the place of business to investigate the real financial situations which can then be used to compare with the data submitted.

3. Providing investigation techniques and information analyzing guideline for the cash intensive business:

3.1 The investigation techniques for businesses providing services concern the comparisons of the service provider’s tax liability to the service contract, and the actual activities such as the use of tools, instruments and materials, the service providing process, time used in each stage of the service provision, the service charge for each activity, the service provision in connection with sale of goods.

3.2 Analyzing the relationship between income and expenses of the same type of the business to be investigated. This information will be used in comparison to the information observed during the investigation. 

3.3 Analyzing the relationship on the expenses which can be used to calculate income such as expenses on brokers, electricity and transportation which are considered to be a high proportion of the income, expenses on labor and the number of labor, etc. 

3.4 Investigating selling spot at the place of business in order to prove the received information on business activity and to check on the money collector machine for retail sales. 

3.5 Checking the input tax and output tax invoices to verify the correctness of the issued tax invoices and the recorded income in the account book. 

4. The Revenue Department has realized the importance of the use of “Knowledge Management”. The officers can improve their abilities by accessing the available information, and by exchanging and learning information from the more experienced persons. In learning the investigation and supervision, there are several programs available such as the VDO conference, the Community of Practice (CoP) System, the Blog System, and the Best Practice System, etc. In addition, the Revenue Department may invite a suitable person to give out detailed information on a particular activity. It is believed that this will help improving the officers’ performance on fields. 

After auditing, verifying, and analyzing all related information, it is found that the entrepreneur did not make the appropriate tax payment, the Revenue Department’s officer will, therefore, suggest the appropriate tax adjustment and the correct payment. In case of contradiction, the entrepreneurs can make the appeal to the Revenue Department. Then a Revenue Department’s authorized person shall have the power to order such entrepreneur to bring in books of account, documents or other evidence as necessary for inspection. The non-registered entrepreneur will be induced to the tax system. And if the entrepreneur intentionally avoids tax payment, the Revenue Department is fully authorized to audit its accounting, documents, or any other evidence in accordance with Section 12 Ter of the Revenue Code. 

5. Taxpayer service and education strategies


In Thailand, we have always realized the importance of taxpayers. Therefore, the Revenue Department provides tax supervision service in order to serve the taxpayer on individual basis. That is the taxpayer can ask for tax advice from our officers directly. Besides, the taxpayer can find information about taxation, tax return and instructions how to fill the return from the Revenue Department’s website. Moreover, the Revenue Department makes available information via organizing trainings for accounting companies and financial auditors, etc. However for taxation of the cash intensive business, the Revenue Department adds some measures as the followings: 

1. Encouraging retailers to use money collector machine.

2. Encouraging gas station to use meter system and collect VAT through the meter instead of issuing tax invoice.

3. Initiating seminar for cash intensive business’ clubs and associations, such as, taxi drivers club, gold merchant association, restaurant club, hotel association, etc., in order to suggest and inform their tax liabilities.

4. Facilitating tax payment process by receiving the tax return and payment outside the local Area Revenue Branch Office, such as kiosk areas and department stores, etc.

5. Promoting voluntary compliance by distributing stickers to kiosk merchants or other small retailers whose activities are cash intensive businesses.

6. Developing “You are a good taxpayer” project in school events in order to motivate children to realize the duty of taxpayer. In addition, these children can be an influencer to stimulate their parents to realize their duty too.

6. Management of debt collection

In managing of debt collection and recovering tax arrears, the Revenue Department acts as follows:

1. Creating taxpayer supervising system in order to supervise and monitor tax payment right from the start of the business which has been effective since November 2001.

2. Using the Debt Management System, starting from notification of tax assessment to put up tax delinquent in to TCL system (Tax Payer Account) that is if a taxpayer fails to pay or remit tax within 30 days, the legal affairs and managing tax delinquent unit will follow the case.

3. For an individual filing tax return (Forms PIT 90 and PIT 94), if the tax liability is an amount of 3,000 baht or over, the taxpayer may pay the tax in 3 equal installments without fines or surcharges. Moreover, for all tax types, the payment may be made in 6 installments to more than 24 installments with the surcharge of 1.5% per month. In this case, the taxpayer must provide surety such as checks, bonds, and lands, etc. 

4. In debt collection, the Revenue Department has set up the tax stimulated collection division. The division’s officers can audit cash and bank balance account or inspect assets, or seize assets and order sale by auction without the court permission.

7. Other problems in addressing the cash intensive business and challenges 


Even though it is difficult to collect tax from the cash intensive business due to a high tendency for tax evasion, the Revenue Department aims to bring business entrepreneurs into the tax system and pay tax according to their actual income. In the near future, the Revenue Department has planned to utilize the following systems:

1. The supply-chain system. This system shows the relationship between all buyers and sellers for each entrepreneur. The information includes the details of the buyers and sellers, types of goods and services, the amount of goods, and the amount of sales in cash, etc. The system will be used by local Revenue Offices countrywide to monitor the cash intensive business. 

2. The GIS (Geographic Information System). This can help the Revenue Department develop a tax collection diagram to collect tax and also co-operate with other government agencies to share information such as electricity usage, land utilization,  other related taxes (such as building and land taxes, and sign board tax), number of workers, number of family members. This system also aims to increase efficiency in tax collection and promote tax compliance which will result in a transparent and fair tax collection system and generate sustainable tax base.

Recent improvements to manage the cash economy /

the underground economy－Vietnam

1. General introduction: 
The cash economy generates many difficulties for the task of tax management. This is a big problem for the task of tax management in the world. The state of tax evasion in enterprises which have direct transaction with customers (there is a lot of possibility that settlement or payment is made in cash) is rather popular. The matters that make us concerned about are the role and motive of the parties related to this transaction. We must fully find out motives and conditions that generate such transaction, and seek appropriate measures to fight against and prevent tax frauds in the underground economy.

Currently, we have many ways of approaching or applying technical measures to examine and control tax frauds, from examination of each case of tax evasion to collation of data kept by intermediary organizations to evaluate properly the possibility of tax frauds and relevant risks when transactions are  carried out with cash payment among enterprises, or between enterprises and customers; concurrently we can make recommendations and contribute further provisions to relevant branches in each country, and recommend the possibilities of coordination by tax offices of countries to increasingly raise the State management efficiency and collect tax for the State Budget.

The purpose of this topic is to widen knowledge of the underground economy and provide management measures which need to be taken to resolve problems posed by this economy, particularly to present the approach methods and the legal nature in management, and find out to evaluate properly the efficiency of those management measures.

2. Real situation: 

2.1 . Legal  basis and administrative management

The common tendency now is that the Government creates favourable conditions for business/production activities, from establishment to operation of enterprises. The tax management agencies shall not only perform the task of tax collection but also do satisfactorily the work of supporting businesses, from disseminating the tax law to guiding enterprises to calculate, declare and pay tax. The tax agencies consider enterprises to be their clients. The law does not ban any forms of purchase or payment among enterprises, or between enterprises and customers. The law only encourages enterprises to carry out trade and make payment through their account (payment through the bank). So far, there has been no provision that prohibits enterprises from making payment in cash, this is one of the legal issues facing the tax office.

In developing countries like Vietnam, transactions made through the bank are in small number, a majority of purchase and sale transactions are carried out with cash payment. Though the financial laws (the tax law, the accounting law, etc) stipulate that invoices must be used in all trade activities, the seller and the purchaser still do not comply with the stipulations because both of them benefit when invoices are not issued - the seller dodges tax obligations, the purchaser buys goods at cheaper prices (as tax is not added to purchase prices). When the tax office conducts the investigation, as the rights of the two parties (the recipient and the payer of money) are associated with each other, they always protect and shield each other, therefore it is very difficult for the tax office to discover the acts of tax evasion, unless we have enough evidence  and they cannot deny.

2.2 . Risks in the cash economy and how to determine risks

In respect of the national economy: a very large amount of cash is out of the banking system and the State cannot control it. In Vietnam, on the occasions such as the year end, holidays, Tet, there is a serious shortage of cash when enterprises draw a large amount of cash from the bank for payment.

In respect of the tax management agencies: they fail to know trade activities, cannot grasp the turnover of enterprises and sale prices of goods, and cannot grasp income of relevant individuals. Once enterprises sell goods and receive cash, they shall be ready to refuse issuance of invoices, shall not enter the turnover in accounting books, or if they have to make entries in accounting books, they shall record false data and mark down sale prices to declare loss and avoid tax payment.

In respect of enterprises and individuals making cash payment in their transactions, though they benefit from evasion of a tax amount, they also suffer from potential risks, for example, the purchaser of goods may declare improper prices of goods to deceive the business’s owner, or the purchaser may provide enterprises with documents on which the sale price or purchase price is not proper. Or, when the purchaser of goods makes payment in cash, he is not issued with invoices (for tax evasion purposes), therefore the quality of goods is not ensured, goods are not warranted, or when dispute occurs, there will be no legal basis to resolve it. The purchase and sale of goods without contracts or invoices will cause damages to purchasers and may lead to disputes and litigation. 

2.3 . Approach methods 

· Evaluating properly the essence of the issue, judging exactly the possibilities of the underground economy, we will formulate efficient approach methods.

In order to grasp activities of paying in cash for the trade in goods (without trade contracts, not issuing invoices, not recording in books of account), tax management agencies must use  measures of combining professional activities as any trade activity or transaction always leaves certain traces. If enterprises want to sell goods, they must purchase or produce goods in the previous period. These stages always leave information that the tax management agencies may use as evidence to prove the trade in goods, determine the price of each kind of goods, and argue with businesses

· Measures of combining professional activities:
· It is required to have the coordination or exchange of information among State management agencies, from the business registration agency, the tax code issuing body, the credit providing body (the bank), the customs body, the labour management body to the agencies whose function is to set technical norms, etc. The provision of relevant information will help the tax management agency discover the contradictions in the operation report of the enterprise. On the contrary, the tax authorities must also provide the information that they obtain to serve the managerial requirements of relevant bodies. 

· It is required to formulate processes of management of combined activities, standardization of statistic or consolidated forms so that management experts shall establish series of consecutive data which serve as the basis for collation and discovery of contradictions. These processes must be formulated uniformly in each country in accordance with the law, and then the unified regulations between the countries shall be set up.

· It is required to apply information technology synchronously in relevant State management agencies in order to recognize and establish figures and exchange data between the agencies. The uniform standardization of a number of basic information must be carried out at the State level, for example, the tax codes of enterprises must be used uniformly by all management agencies. Technically, it is required that a proper investment must be made in machinery, equipment, transmission lines, etc in order to meet the requirements.

· Expanding and gradually improving the quality of the task of disseminating the law 

· For relevant organizations and individuals to implement properly the regulations in their business activities, the first thing that needs to be done is to help them understand the law and know their rights and obligations in their business/production activities. It is required to gradually educate people in tax obligations from the time when they study in schools to the time when they earn their living in the society, and to help them know that the fulfillment of tax obligations is an ethical standard in the society, and that the evasion of tax is an illegal act which needs to be condemned.

· In tax offices of all levels, its is required to set up and organize the apparatus which propagandizes tax obligations and supports tax payers. 

· It is required to regularly provide training courses to people who newly set up enterprises so that they can understand the financial and tax laws. In particular, it is required to provide training courses to those who do the accounting work at businesses.

· It is required to hold the meeting and dialogue with enterprises in many forms, for example, meeting and exchange of opinions, reply to interview through the mass media.

On the quarterly basis or when there is a change in the tax policy, the tax office is  required to hold the direct meeting with representatives of enterprises to hear their feedback, through which the tax office shall remove their difficulties in a timely manner, or report to the competent authorities for amendment of unreasonable regulations.

The tax office is required to provide information in a timely manner to enterprises through the website of the tax branch; to quickly update the information relevant to businesses, from legal documents, implementing documents and other information that enterprises are concerned about (such as prices, market, etc)

· It is required to print and administer appropriate tax documents to tax payers, for example, tax documents are sent to newly established enterprises, provided at the business registration body, distributed to foreign businessmen, administered at airports or on the flights to Vietnam. 

2.4 . Task of study 
· In the tendency towards integration into the world, in order to gradually raise its managerial efficiency, the Vietnamese tax branch has studied to apply on the pilot basis the information technology in a number of localities, and coordinated with other bodies to provide relevant information serving the tax collection task. 

· Coordinating with the body registering the establishment of enterprises to grasp all enterprises when they start operating, and all legal changes of the enterprises.

· Coordinating with customs bodies to grasp export-import data of enterprises.

· Coordinating with the information centre of the State Bank to grasp the data on financial provision (the amounts loaned to enterprises), the loaning projects.

· Coordinating with the body registering entry/exit to manage the PIT collection from foreigners, to grasp the amount of foreigners coming to Vietnam, their place of residence, their work place, their period of residence in Vietnam, etc.

· In Ho Chi Minh city (the locality which manages the largest number of enterprises and has the receipts accounting for 1/3 of the nation-wide receipts, the tax office has made out a plan and submitted it to the Ho Chi Minh city people’s committee. The Ho Chi Minh city people’s committee has approved the plan and issued a decision on establishment of a business data centre. The centre carries out operations such as collection of information, analysis of information and provision of information to State management agencies, and is run by an executive board. The tax office is one of the entities permitted to link to the centre and take out of the centre the information related to operations of enterprises to serve the inspection of businesses.

· The tax branch has initially set up the centre for establishment of business basic data at the State level. Currently, this centre is managing the total tax codes of organizations and individuals carrying out business/production activities.

In particular, in Ho Chi Minh city, the tax office system (from the Provicial Tax Offices to the District Tax Offices, tax collection divisions) has applied the information technology and formulated the information network. Tax offices can have access to this network to collate, examine the information of relevant enterprises, from the history of enterprises, kinds of invoice that are being used by enterprises to sale and purchase figures declared with the tax office by enterprises. The information on enterprises whose owner has fled, or which have breached the law, etc are also updated regularly.

· The Vietnamese tax branch has also learned experience of tax management from countries which have economic conditions, customs, culture, etc similar to those of Vietnam and added such experience to its management measures, making them become increasingly efficient. In particular, the Vietnamese tax branch has studied to apply advanced management measures in conformity with the tendency towards development of the economy and integration into the world. The Vietnamese tax branch has sent tax experts to foreign countries for them to learn and study, and also invited tax experts from other countries to Vietnam to introduce their experience of management.

2.5 . Commitments to the community 

· In order to develop the market economy in the direction of integration into the world economy, the Vietnamese government has determined its economic policy in Vietnam’s constitution and the economic laws.

· The Vietnamese tax offices nowadays play the role of the persons who provide guidance and assistance to taxpayers, and create conditions for tax payers of all economic sectors to fulfill their tax obligations equally. They think highly of the role of producers and traders in the society and community, and the sense of self-consciousness and responsibility of these people.

· Business organizations and individuals and people having taxable income have really been active in their business activities and declaration of tax  - through the process of calculation, declaration and payment of tax  by themselves -  the tax office plays the role of the person who guides, supervises and inspects the implementation of the tax law. The tax office should reorganize their apparatus to conform to these requirements, particularly the apparatus which propagandizes the tax laws and provides guidance and assistance to enterprises. Now, there have been uniform regulations throughout the country to formulate an apparatus including tax officers with good qualification, who are able to help enterprises to operate in accordance with the law.

· In addition to propagandizing the law and helping enterprises to comply with the law, tax offices must pay attention to the tasks of examination and control, and apply the advanced method of supervision. The tax office shall not cause troubles to enterprises which comply with the law, but must supervise effectively the enterprises which intentionally breach the law and commit tax frauds.  In cases where taxpayers intentionally commit offences, the imposition of penalties and sanctions on them must be stipulated strictly.In respect of cases where  persons commit tax frauds or evade tax in large amounts, according to the Vietnamese law, they shall be handled by the investigation agency and put on trial with penalties from low to high levels, from administrative penalty to imprisonment sentence.  

2.6 . Evaluation of the success:

Over ten years of implementing the economic renewal and improving the management measures of the tax office, particularly with the expansion of the autonomy in business activities and the raising of responsibilities of enterprises (tax payers) before the law, we have made great success, developed our economy at the high speed and achieved a sustainable growth.

· In respect of the tax collected for the State Budget annually: the rate of tax collected is always higher than the economic growth rate, this shows that the measures of tax management are becoming increasingly efficient, which help operations of  enterprises to develop, and concurrently the tax office  collects more tax for  the State Budget.

· The application of the process in which enterprises calculate, declare and pay tax by themselves shall make them feel that they are respected, therefore they shall be more responsible to the State. People who pay tax properly and satisfactorily shall feel proud of themselves in the community; people who evade tax shall be condemned by the society.

· The supervision and inspection performed by modern technical measures, the strict handling of offenders, the annual praise given to organizations or individuals doing well their tax obligations, etc have created efficiency for the task of managing tax collection. This is shown by the fact that the number of enterprises commended by the tax branch has increased though years.

· Capital of people (who live in Vietnam and abroad) is mobilized for investment in economic activities, more jobs are created, the living standard and income of people increase. The figures of the statistical agency show that the number of enterprises has tripled within 4 years (2000 – 2004) as against 10 years ago; the invested capital has increased many times.

· The tax amount collected for the State Budget has increased over the past 3 years: compared with the previous year, the collected tax amount increased by 14% in 2001, by 11.8% in 2002, and by 21.1% in 2003.

We see that that the application of management measures mentioned above has created a good result. In particular, the expansion of the autonomy in business/production activities has raised responsibilities of enterprises before the law. In addition, the development of the network of propaganda and assistance, the application of combined measures in collation and inspection of the figures declared by businesses, the strict handling of enterprises which intentionally commit tax frauds, etc has brought about a strong force and high efficiency for the management task and created a fair business environment in which there is no unhealthy competition between people who commit tax frauds and those who declare and pay tax in full.

3. Management of the real situation and determination of the test

3.1 . Test 
3.1.1 Challenges 

· Outstanding matters in the management of the cash economy 

· In order to change the habit of payment in cash in nation-wide business transactions is a lasting task which must be performed synchronously in relevant stages.

· The cash payment in business activities in Vietnam has become a habit in the society, people have not been accustomed to payment through the bank. The law also has not stipulated that the payment must be made through the bank; the socio-economic and people’s knowledge of law remain restricted. The development of the credit system throughout the country is still slow.

· The application of information technology to establish enterprises’ data which serve the tasks of collation and inspection in order to discover the fraudulence of tax and concealment of turnover and income and so forth has not been carried out synchronously and uniformly in relevant State management agencies. Even the tax branch itself has not had the clear regulations on the legal nature of electronic information.

· The volume of transaction data is too large. The tax management agency cannot input into the computer all data of enterprises, such as purchase invoices, sale invoices, tax finalization data, etc.

· The budget for training staff and purchasing technical equipment to serve the management task is restricted greatly. The policy of treatment of experts and capable technicians has not been good, their life is not ensured and therefore many people among them quit their jobs to work for enterprises in the non-State sector with higher income. 

3.1.2 Advantages 

Vietnam is a country which has a political stability, and its prestige is rising. The conditions regarding its climate, weather, natural resources, labour force are favourable for the development of its economy and the attraction of investment capital.

Vietnam‘s economy is on the way of rapid and sustainable development (as the State of Vietnam has a proper policy).

Its legal system is increasingly perfect and conforms with the tendency towards integration. The material and spiritual life and the intellectual standard of the Vietnamese people are rising.

The apparatus of the tax branch is reorganized in the direction of modernization. Tax officers are trained and their cultural and professional standards are improved, therefore they are able to approach modern methods of management in the world. 

With the experience of management drawn from actual operations and learned from other countries, it is certain that the tasks of tax management in Vietnam in the coming time will be more effective.

Chính phủ Việt Nam đang khuyến khích và yêu cầu hệ thống ngân hàng mở rộng mạng lưới thanh toán tạo điều kiện thuận lợi cho việc mua, bán thanh toán qua ngân hàng dễ dàng. Hạn chế việc thanh toán bằng tiền mặt

3.2 . Directing towards the best methods 

3.2.1 Measure of management by the enterprise itself and by people who have relevant rights.

· No one can understand the operations of an enterprise more than the enterprise itself, therefore the management and control of the enterprise will obtain the highest efficiency if they are conducted by the personnel working for that enterprise.

· At first, the regulations of the law need to speak highly of the role and responsibility of business individuals, making them take pride in their fulfillment of tax obligations. The society praises people who pay tax in full and in large amounts, etc; and it is required to create conditions for relevant people to inspect each other in transactions in order to protect their own right (inspection made by people within the enterprise, inspection made by people of enterprises having business transactions with each other). In order to develop the capability of inspecting within each enterprise, it is required to be especially concerned about the form of operation of the enterprise. In our opinion, the form of operation of joint stock companies is most suitable; in these companies, shareholders will be the persons who supervise best the operation of their company.

3.2.2 Measure of management by the State 

· On the one hand, it is required to create mechanism for the enterprise itself to supervise, on the other hand, it is required to formulate institutions for the State to supervise and make an active impact on operations of the enterprise (please note that the supervision of the State does not mean that the State interferes in operations of the enterprise). The State needs to issue regulations on the accounting system, the regime of payment through the bank, the regime of using documents and invoices, the regime of exchanging information among management agencies and so forth, which need to be implemented compulsorily.

· It is required to provide proper regulations on penalty and sanction, and to expand the powers of the tax office in investigation and imposition of sanction (i.e. reducing the dependence of the tax office on other investigation agencies when it conducts an investigation into cases of tax fraud). Currently, the Vietnamese tax offices have not had the function to investigate and prosecute acts of tax evasion. It is this factor that restricts greatly the management efficiency of the tax branch. We are petitioning the Government to give the tax branch this function. The tax branch must have an investigation force strong enough to perform its duties.

3.2.3 Measure of supervision by the community 

· It is required to have regulations on creating conditions for the community to participate in the supervision and discovery of acts of tax fraud, and on giving bonuses to people who provide information and help the tax office to conduct the inspection effectively. The measure of supervision by the community must be legalized by specific regulations of the law, and it is required to have implementing documents.

3.2.4 Propaganda and dissemination of the regulations on tax 

For the whole society to participate in the implementation of the regulations on tax, the first thing that needs to be done is to make the whole community understand the regulations and their benefit. Therefore the task of education must be put on the first place.

· It is required to make a study to include the education of tax obligations in the official curriculum of schools.

· It is required to apply diverse forms of propaganda and dissemination of the tax policy on the mass media.

· It is required to gradually develop the consciousness of tax payment in the society and condemn acts of tax evasion. The fulfillment of tax obligations must be seen as an ethical standard in the life of all citizens. It is required to commend citizens and organizations that fulfill satisfactorily their tax obligations and contribute large tax amounts to the State Budget. The commendation will make them really pride on their declaration and payment of tax, concurrently they will condemn acts of tax fraud.

3.3 . Role of clients (taxpayers) and intermediary organizations 

In the task of tax management, there are two main subjects – the tax office and taxpayers. Therefore the proper determination of the role of each subject will help us to set up appropriate relations. 

3.3.1 Tax office

· In order to perform successfully the task of tax collection, the tax office must create a coordinating relation between the tax office and taxpayers. Taxpayers are not only clients but also companions of the tax office. Taxpayers who make good tax payments will be praised and respected, and the law will create all favourable conditions for them to do business. Tax officers must have a sense of serving enterprises in accordance with the lazw and should not think that they have the right to give favour to enterprises. 

· People engaged in business activities shall be allowed to act on their own initiative, they shall declare and pay tax by themselves and be responsible to the law and the community. All tax frauds will not only be a breach of the law but also a breach of morals of citizens.

3.3.2 Role of intermediary organizations 

· Determining responsibilities of intermediary organizations (such as business registration agencies, customs bodies, banks, bodies in charge of specialized management, local people’s committees, etc). These organizations both assist enterprises and perform their management tasks; they serve enterprises and at the same time keep information related to operations of enterprises, therefore it is  required to have regulations on the provision and exchange of information between State management agencies to serve the tasks of supervision and inspection.

· In respect of intermediary organizations which have the duty to perform the tasks such as investigation, prosecution, imposition of penalty and sanction (these tasks are not included in the competence of the tax office), they need to carry out fully their responsibilities regulated by the law, for example, putting people evading tax on trial in a timely manner for the purpose of warning those who intend to evade tax. While the tasks of investigation into and prosecution for tax frauds have not yet been assigned to the tax office, these intermediary organizations must carry out fully their responsibilities and must not think that they only assist the tax branch, and therefore make light of these tasks.

3.4 . Exchange of information to improve efficiency 

3.4.1 Exchange and provision of information within Vietnam

3.4.1.1 Exchange of information within the tax branch 

As presented above, we see that the information related to operations of enterprises are kept by many different agencies, therefore it is required to have an exchange of information to serve the inspection.

Information is the basis for the tax office to perform the tasks of management, inspection and control of enterprises. In particular, in the cash economy, when the payment for goods and wages are made in cash and are not entered in books of account, this matter will cause many difficulties for the tax management agency. However, all trade activities and transactions always leave certain traces, therefore the regulations on establishment and exchange of information among tax offices within the country will provide tax offices with a great deal of information for collation and verification, from which they can discover unreasonable data and acts of tax fraud.

3.4.1.2 Exchange of information among relevant agencies

Each agency in charge of specialized management always has the needs to get much information on enterprises to serve its task of management, therefore the exchange of information among agencies (other than tax offices) with create better results for the task of management. This is the common requirement of the agencies, therefore it is needed to have the regulations on exchange of information among relevant agencies.

3.4.2 Exchange of experience and information among relevant countries 

Nowadays, with the tendency towards integration, economic activities are not limited within each separate country; enterprises in a country can trade with enterprises in another country, employees in a country can go to another country to work, an employee can have income in other countries and so forth, therefore the learning of managerial experience and the exchange of relevant information among countries are very necessary, they help to raise the management efficiency of the tax branch in each country. It is high time tax offices of countries need to reach an agreement on provision and exchange of more and more information with each other.

4. Conclusion:

In reality, the cash economy still exists, in the conditions of global integration, the underground economy will still develop, even develop strongly for a long period not only in a country but also in all countries.

The problem facing us is that how to manage better. In our opinions, in addition to efforts to improve methods of management, the application of advanced techniques in management and the imposition of sanctions in each country, a strategic plan that needs to be implemented: provision and exchange of relevant information among tax offices of countries. If carried out efficiently, this plan will help to improve the management efficiency of the tax branch in each country. 
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CCM number of registered businesses 3,380,960


IRBM number of registered Sole Proprietorship and Partnership 2,209,176








1. Source from CCM in Figures 2006


2. Source from IRBM in Figures 2006
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Source: Business Survey Report 2006
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�主辦單位定義之Cash intensive business現金密集產業係指以現金交易為主(包括信用卡交易)，向稅捐稽徵機關短報收入風線較高之營業人，如餐廳、攤販、計程車及洗衣店等。但涉及刑事犯罪之不法行為不在本次會議討論之列。





