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8™ SGATAR JOINT TRAINING PROGRAM FOR SGATAR MEMBERS

Theme: “Development in the Exchange of Information

Organized by the Bureau of Internal Revenue of the Philippines

27-29 October 2010

EDSA Shangri-la Hotel, Philippines

PROGRAMME
Time Activity Venue
Day1
27 Oct 10
Wednesday

10:00 am to 10:30 am

10:30 am to 11:00 am

11:00 am to 12:00
noon

12:30 pm

2:00 pm to 3:30pm

3:30 pmto 4:30 pm
4:00 pm to 6:00 pm

6:00 pm to 8:00 pm

Registration

Opening Ceremony

Lunch

Welcome Remarks by Kim S, Jacinto -
Henares, Commissioner of the Bureau
of Internal Revenue

Group Picture

Leave Hotel for the Day Tour

Day Tour

Travel Back to Hotel

Free Time

Welcome Dinner (hosted by the
Commissioner of the Bureau of Internal
Revenue) :

End of Day 1

Boracay Function
Room

{Function Room to be
announced)

Malacafiang Museum
(Malacafiang Palace,
Manila)

Bohol Function Room
(Ground Fir, EDSA-
Shangri-la Hotel)




Time

Activity

Venue

Day 2
28 0ct 10
Thursday

9:00 am to 10:00 am
10:00am to 10:30 am
10:30 am to 10:45am

10:45 amto 11:15 am

11:15 amto 11:45 am

11:45 am—1:30 pm

1:30 pm - 2:00 pm

2:00 pm to 2:30 pm
2:30 pm to 3:00 pm
3:00 pm to 3:30pm
3:30 pm to 4:00 pm

4:00 pm to 4:30 pm

4:30 pm onwards

Self-introduction of Delegates/Participants
Country Presentation from Philippines
Snacks

Country Presentation from People’s Republic
of China

Country Presentation from Hongkong SAR

Lunch

Cquntry Presentation from Indonesia
Country Presentation from Japan

Snacks

Country Presentation from Republic of Korea
Country Presentation from Malaysia
Wrap-up for the Day

End of Day 2

Personal Free time for Delegates

Boracay Function
Room

The HEAT Restaurant
(Ground FlIr, EDSA-
Shangri-a Hotel}

Baracay Function
Room




Time

Activity

Venue

Day 3
29 Oct 10
Friday

9:30 am to 10:00am

10:00 am to 10:30 am
10:30 am to 10:45 am
10:45am to 11:15 am
11:15am to 11:45 am

11:45am to 1:30pm

1:30pm to 2:30 pm

2:30pm to 3:00pm

3:00pm to 3:30 pm

3:30pm

Country Presentation from Singapore
Country Presentation from Chinese Taipei
Snacks

Country Presentation from Thailand
Country Presentation from Vietham

Lunch

Closing Ceremony

Evaluation of the Training Program
Distribution of Certificates of Attendance
Commissionér's Address

Snacks

Official End of the 8th SGATAR Joint Training

Program

Boracay Function
Room

The HEAT Restaurant
(Ground Flr, EDSA-
Shangrita Hotel)

Baracay Function
Room




international Tax Cooperation Agreement
On Exchange of Information

By Ms. Deng Xiaoyan
China

1. Introduction

The international network of Eol
has become a high wall for tax
evaders 1o stride over.

1.1.1 Double Taxation Conventions
(DTCs)

« DTCs {or arrangements) with 85 countries (or ragions)
@ 92 of themn had come into effect

@ 3 signed with Czech Republic, Ethiopia, and Nepal
haven't taking effect yet.

1.1.2 Tax Information Exchange
Agreements (TIEAs)

+ TIEAs with Bahamas and British Virgin Islands

= completed the negotiation of TIEAs with

Guernsey, Jersey, Isle of Man, Bermuda and
Argentina

1.1.4 upgrating Eol articte in DTCs

upgraded Eol articles in bilateral
convention or arrangement with Singapore
and Hongkong to internationally accepted
standards.

1.3 Domestic Laws and Regulations

* Law of Tax Collection and Administration and
other substantive laws

@ special requirements in domestic rules touched
upon the scope and targst of information reveal

@ laws may limit the provision of assistance

@ The Administrative Regulation of Eol for Tax
Matters (hereinafter referred to as the Regulation)




2. Overview of China's Eal Achievements

Participation in international events

#® Global Forum on Transparent and Effective Eol
® training courses held by international organizations

® system to exchange EQI| certificates among Leeds

Castle Group
® become HTSIC observer in 2008 and will be a

formal member soon

2.2 Eol achievements in 2009
® received 258 pieces of specific ifformation
request from 41 jurisdictions

® sont out 68 pieces of specific information
request to 20 jurisdictions

@ 11 pieces of spontaneous information to the
Netherlands

e automatic and spontaneous information @
4000 pieces, 10,000 pieces. :

® investigated and collected tax revenue
about 480,000,000 Yuan

2.3 Operational problems

* |egal basis is still weak.

#® grent of rights to tax authorities to collect and verify
bank infarmation is obviously blank.

® promote the Eol awareness is urgent,
® coordination between internal departments

& Development of technologies supporting Eal is
comparathely slow

@ janguape obstacles

3. Future of Development

* @xpand Ecl net

@ perecting of lagat framewark

@ Suiting Eel fo overall tax agministration
® Improve IT standard

B Introduce foreign taients

® Introduce risk management conception

Thank Yeu!

Waiting for a win-win
strategy In international
tax compliance
cooperation.
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=, Background
AN

Taxation system of Hong Kong :

«* Simple with low rates

+* Taxes are levied on 3 types of income:

=Ly
NS

Taxation systemn of Hong Kong :

Background

#¢» Territorial based
¢ No tax on —

Gengrai cﬁnsﬁmption

E)['\:-‘E Background

Inland Revenue Department (“IRD”™);
+* Executive arm of the Government of Hong Kong
<+ Operates under the Finiancial Services and the

Tiggsury Burcau |
ters the Inland Revenue Ordmmwf“]RO’}
Stamp Duty Ordinance, Betting Dity Ordinance and
Business Registration Ordinance .. .

o '“‘\‘ )
— Necessity of Eol
ol y

% Economic globalization
#+ Multinational enterprise (“MNE™)
< Double taxation

4+ Tax evasion
4% Allocation of taxing rights

3 'Eifé;;;_i_ye Eol is one of the important and essential
“lgys to international tax cooperation

o ™y
EEKode of Internationat Cooperation

L

Agreernent for the Avoidance of Double Taxation
("DTA™)

+% Most commonly adopted form of international
cooperation

<+ Bring about certainty"'. '
+%* Proyide basisfort




%ﬁlode of International Cooperation

Tax Information Exchange Agreement (“TIEA™)

% An increasing trend of adopting TIEA as a form of
international cooperation

+» Hong Kong law and policy require that any Eol

have to-be done under the frarnewurk ofa. DTA
only

iR

%+ Hong Kong has been seeking to establish a DTA
network since 1998

Hong Kong Regime

«* has been very supportive of international efforts to
promote transparency of tax admamstrauon
L openly ‘endorsed the Principles of

and Effective Eol inthe OECD Global-';Fomm on.
Taxatmn held in 2005

crmducted mnsultanon on. the ]1berahzatian of EoI

bus:nms sactor

@l:’ > Hong Kong Regime
b Y
Qld Regime

«* Prior to March 2010, Hong Kong adopted OECD
1995 version of Eol Article

+ Domestic tax interest requirenient

EA Hong Kong Regime

Old Regime

+* Five treaties signed with the 1995 version of Eol

he Mainland
of China
(20086)

Vietnam

(2009)

Belgium
l (2004)

3

Thailand
(2005)

Luxembourg
{(2008)

. [RDs mformahon gaﬂlermg power restr:cted hy

¢ Major hurdlc in cxpa.ndmg DTA: m:twurk -

Hong Kong Regime

QL\

Old Regime

“ Hong Kong cannot adopt OECD 2004 version of Eof
Article

< Legal congiraint

domestnc tax interest

Hong Kong Regime

New Regime

++ The legisiation enabling Hong K.ong to adopt the

QECD 2004 version of Eol Article entered into force
in March 2010

L% Hong Kong 15'mov1ng a blg step furward




% Nine freaties signed with the 2004 version of Eol

G @Y
[L{ Hong Kong Regime - n_{  Hong Kong Regime
New Regime New Regime

% Nine treaties signed with the 2004 version of Eol

) o : —
! Brunei .. | Netherlands Indonesia United Kingdo Ireland
| Mar2010) | | (Mar2010) | | (Mar2010) | | {Jun 2010) {Jun 2010)
‘ T =
,__.;l " | - ]
i gary | Kuwait Austria Liechtenstein
| (May 2010) | 1 {May 2010) {May 2010} |. : {Aug 2010}
13 ) 14
/jl:\\

N

New Regime

Hong Kong Regime

% Upgraded the Eol Article in our DTA with the
Matinland to the 2004 version

O OECD Standards of
i N_4Transparency and Effective Eol

< existence of mechanisms for Eol upon request

% Eol for ‘Furposes of domestic tax law in both crimin:
and civil matters

% no restrictions of Eo] caused by application of dual

_[\\JTransparency and effective Eol

In the case of Hong Kong :
¢ No bank secrecy laws
% Strict confidentiality rules for information exchanged

< No restriction on Eel caused apphcatlon <
criminality L

3 Domestic tax interest requirement removed

—————— cnmma.hty prmclp!e: ;ll:imastlc tax interest
+# The Mainland
of China ‘safeguards and lirnitations _
(Ma.y“ 201 0) Eonfidentiality rutes for information ¢
. avaﬂabihg; of reliable information and i
obtain and provide such nﬁoman sponse 1o
specific request
15 ¢ 16
(@l \ OECD Standards of

—
%.% %afeguamds provided under DTAs

Safeguards adopted by Hong Kong include
% No fishing expedition

+ Eol upon request only

% Eol on taxes covered by the DTA only
% Confidentiality
% No data sharip,

pa.rty or third jurisdiction

% No retrospective effecti




c !
Q—C/ Organization and Management
LIS
In the case of Hong Kong :

4 The competent authority is the Commissigner of
Inland Revenue or his authorized representatives

# A written request in English

. Notlt' cation- Tequirements.
<. Standard respome time of 90 days \

%Efoblems and Emerging Concerns

Concerns

% Language problem

#% ldentification of target person
« Time constraint
Po ible Solutions
' “Workmg meatmgs between compeient au:honues_

Expectations

iR

% Eliminate double iaxation
 Prevent fiscal evasion
: 0" Get the falr share. of tax revenue




International Tax Cooperation
Agreements on Exchange of
Information

Directorate General of Taxes
Repubiic of Indenesia

OUTLINE

1. Addressing intemational evasion and aveidance through
EOQI
Bilateral Agresmeants: DTC, TIEA
Domastie Law

2. Operatlonal aspects involved in ECH

= Best practice and comman procadures

Technalogy Reguired
Assistance

3. Fulure of international tax cooperation
Effectiveness of international agreaments
Problams and emerging concars
Possible Salutions

(73

INTRODUCTION

Tax Evasion

and

Exchange of Information
ﬁ> Bilsteral Tax Cooperation

and Tax
Avoidance

Double Tax Convention

+ Indonesia has 59 DTCs, 57 of which
provide for EQI article

» EOI provision must meet OECD model
standard _

« 53 EOI provisions have met the
standard

« Indonesia is updating EOI provision in
DTCs that have not met the standard

Tax Information Exchange
Agreement (TIEA)
« There is need to identify the beneficial
owner of offshore accounts
« TIEA is the key in dealing with
offshore non-compliance
+ G20 countries agreed on initiating
TIEAs with low income tax
jurisdictions
» Indonesia has conducted negotiation
with 5 jurisdictions and next month will
negotiate with other 4 jurisdictions

]Domestic Law

LEGAL INSTRUMENTS

1 1. Law on General Provision and Procedures (Mo,

28/2007)
2. Law on Income Tax (Law Na. 36/2008)
3. Regulation of DGT (No. PER-67/PJ/2009)

Reason on requesting EOI

1. Conducting verification, audit, investigation, and
examination regarding international transactions

2. Suspecting transaction is being used for tax
avoidance or treaty shopping.




PROCEDURES AND | EGAL BASES

1 The Information that can be Exchanged

R Al income tax retated information
® Individual and corporate tax information
documentation

I » 1ndirect taxes n some DTA
1 = Tax investigation information

Lompetent Authority

‘ Minister of Finance J

{

‘ Diractor General of Taxes i

l

I Directar of Tax Ragulations [l ) I

i

Sending A Reguest

[ DirectoratefReglonal/District Tax Ofice |

&
E Diractor Tax Regulations il |.
¥

f CA Trsaty Partner !

| Director Tax Regulations Il F
¥

| DiractorstelRegionatDistrict Tax Offica |

Replying To A Request

| CA Treaty Partner |
¥
[ Director Tax Regulations i |
¥
Director Investigation and intelilgence, or
Director of Tax inf ion Technolagy, or

District/Raglonal Tax Office

f Diractor Tax Regulations ]
]
[ CA Traaty Partnor !

Receiving Information
Provided Spontaneously

[ CA Treaty Partner |
¥

| Dlrector Tax Regulatons ki |
]

Director Investigation and intelligenca or
DistrictRegional Tax Office
Director Tax Regulations Il ]

| CA Treaty Partner |

Sending Spontaneous EOI

[ DirectoratefRegionakDistrict Tax Dffice |

¥
1 Director Tax Regulations Il

CAT Partner
[

[ DHrector Tax Regulations It _f

[ Directornte/RegionaliDistrict Tax Office ]




DGT EXPECTATION

Effective EQI and Tax
Cooperation

L

* Taxpayers Compliance

* Minimize Tax Evasion and Tax
Avoidance

Effectiveness of
International Agreemants

® important and effective means
in comhbating international tax
evasion

B ensure the correct allocation of
taxing rights between tax treaty
partners.

Problems and Concerns

» lack of transparency and strict secrecy rules
applicable in some jurisdictions

« lack of capacity to produce required
information in usable forms

» incomplete and unsynchronized exchange
information domestic regulation

« a limited professicnal in exchange
information officer

« difficulties in meeting standard time
objectives

=useof IT

Possible Solution

» better level of coordination:
coordinated timing, conditions, and
information sharing

» comprehensive, regular and properly
targeted awareness training to local
tax officials

» set up the rules, procedures and
standards for exchange of information

« use of IT in the registering, monitoring
and, reporting EOI functions.

THANK YOU
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Promoting

the Effoctive Exchange

rahion

Atsushi Komori
National Tax Agency of JAPAN

Two Main Areas
focused by Tax Administrations

# Strengthening Enforcement
to Confient Cross Border/Qffshere Non-compliance
¢ Establishing Enhanced Relationship

with Taxpayers to Create a Cooperative Approach to Vohmtary
Compliance {Grounded n Corporate Governance}

Greater Need for Exchange of
Information(Background)

» Globalization in National Economies

* Growing Opll‘:iortunity for Cross Border/Offshore
Non-compliance

* Global Finanlcialf’Economic Crisis

¢ Greater Neec} for EQl with International Standards
(in¢l, Bank-holding Information)

Legal Framework of EOI

« 43 Bilateral Tax Treatics with 59 countries concluded by
JAPAN
inel. 10 BGFATAR Members — Australia, China, indonesia, Malaysia,
New Zezland, the Philippines, Singapare, South Korea, Thaland, and

Viernam.

* § Treaties agreed Since April 2009 G20 Summ:t
for the purpose of impl ing EOT 5 with i
standards

* 47 Treaties contain EOI provisions
It addition, the revised treaty with Switzerland including EQ1 was

signed in May 2010, and is expected to be approved i the Dhet by the
end of this year.

Tax Information covered by EOI

1) Information related to the administration or enforcement
of domestic laws of the contracting parties concerning
taxes of gvery kind

+ Japan's Treaty Policy, in accordance with Article 26 of the
OECD Mode! Tax Convention
2) Information related to the administration or enforcement
of taxes covered by the treaties
« Most of Treatits concluded by Japan in force fall inta this
Ccalegory.
3) Information necessary for impiementing the treaties

Banks and Fnducuanes

* Dental of “Banking Secrecy” as grounds against EOI is the
core of the International Standards.

"The era of Banking Secrecy is over. " The Glotl Plan for Rocovary
and Raferm, Londen, 2 April XN

# In Japan, Bank-holding Information can be obtained through
normal administrative procedures
i, by exorcising the authority for inquiry and inspection

* Between Japan and most of its treaty partners, information held
by banks are generally exchanged in the same way as other
information, although only a few treaties in torce provide
explicit stipulations.
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Domestic Tax Interest (DTI)

+ Contracting Parties shall use their Information Gathering
Measures to obtain the information requested,
whether uest hi Domesti intereat
DTT) ig the i LON.

. nu@uwuwm&mﬁ;d?aﬁﬁw
Japan's full commitment to these international stan by
providing ity for inquiry and inspection for supplying

infermation requested by a contracting party.

o Between Japan and the majority of jis treaty partners, requested
information is exchanged f‘n accordance with these standards,
while only a few treaties concluded have explicit provisions
about the treatment of DTL

Implementation of EOI

» Reciprocity

e Taking Internal Measures for Information
Gathering

+Confidentiality

o Protection of Trade, Business, and other
Types of Secrets .

eciprocity

+ Japap cannat furnish requested information if fhe
applic arty is congidered to be ynabie to &
meqsures tq collect information in order to provide
information to the requested party (o the (ax freaty.

Aticle 8-2, Clause 1, Special Act on the Implementation of Tax Treaties

»

* Reciprocity should be interpreted in brogd and practical
terms.

information Gathering

» Japan cannot funish requested information, if it finds that
the applicant party did not carry out iis information
gathering measures according to the normal course of

administration jor obtaining requested information. Anicle
8-2, Clause 5, Special Act on the implementaiion of Tax Treaties

» These provisions are also intended to prevent a contracting
party from engaging "fishing expeditions. * for collecting

uncovering svidences.

/{ -
o

Confidentiality

« Japan cannot provide information {when requesting or replying
to EOT} if it does pot find that the contracting party will reat
such information ax secret in the same manser as information
obtained under the domestic iaw of the comsracting party and
that the contrgeting party will disciose such information oufy

for tax purposes. Aridc3-2, Clause 2 and 3, Spocial Act on the
Implemmiation of Tax Tresties

« Under Japan’s gelf assezgipent system, maintaining renple’s
trust in tur compliance with the confidentiality rule is critically
important.

and other Types of Secrets

 Most of the treaties concluded by Japan also restrict
exchanging information revealing frade. business,
industria!, commercial,_or professional secrets or
transaction processes, or information for which disclosure
would result in conditions undenmining public order.




Types of EOI

11Exchange of Information on Request:

+ A contracting party requests particalar nformation related with epecific mees
from the ather contracning party, and the other contracting paoty ighes
such information upon wquest,

2)Spontaneous Exchange of Information:

- A ion which is obimined m the nommal
course of its administration and ig deemed to be of interest to the other
contracthng party, without a request from ée other contracting party.

3 Automatic Exchange of Information:
+ A iy e st
various categorics of incom s, i
related i matipls c:J i the after o)
provided is usially sourced from information rotums stipulaicd in the
law of f first d party.

Trends of the Implementation of EQI

» Japan implements all three types of EOI with its treaty
partmers.

# The member of information exchanges has continuously
increased, reachiog 500,004 in FY 2009,

s While the majority of these 500,000 cases consist of
automatic EOL, EQ1 on Request and Spontaneous EQ]
are also increasing rapidly.

Organlzatlon/Management of EOI

» Organization
+ The competent agthorities = the Minister of Finance, and
the Director of the International Operstions Division of the National
Tax Agency
+ Under the Director's control, the EQOT Section at the headquarters i3 in
charge of the practical implementation,
CHtcints For BOL e b I

. Managemcm Tools

oy burenis 2nd w olfbee.

—_— =

_Practices Im f)leme
Effective EOI

» Timely ECI on Reguest
» Holding Face-to-Face Meetings for EOI on Request

» Utilizing the Database for Prompt Response to
Request

» Compiling Examples for Promoting Spontanecus EOL
» Presenting Letters of Appreciation for Promoting EQI
#» Using the SMF Format for Sending Automatic EOL

Tlmely EOI on Request

* Breause mmm?m take a considerable length of time,
competent authorities are tacing fws competing requirements:

1} The intermal procedure shall be relied upen & [
before & request, i.¢., the applicant party
gvailghle in its own wmtory except those that wou.ld give Tize to
disproportionate difficulties.

2) Requests should be used at the earliest stage possible, for

information on which to be utilized most effectively in the
ASSESSMEnL.

» The NTA made il clear that “Eg! iu Eues: caE }_gf firg gﬁg
e (e CORMRERCEMEn L5 ifiax officialy
befieve and can explain bazed on the grounds of taxpayers” pasi of
non-cooperation, eic. that they cannot cf t0_ phitain fthe necessa
informetion by inguiring or im&cﬂnézr canting feld audiis.

IE

_Holding Fa Face%onaceTMeeWgS’
for EOIl on Request

« What?
- Japmaeonwwtamhm‘mesmdﬂlmremmmmhwemm
contracting parties and b e
the ing parfies" corny orit

. Vu:mmamtwungmandhmamwﬁcemmgw

" Depending on the di | d bw the cther conyacting party, we
mmnescanwwdesuchexplanmdnecﬂymmelﬂuﬁcmlsoﬂbe

other contracting party wha are in charge of gathering the information
requested,




o FOFWHAlT

. to-f; eetin

P

Ion R uest are pnrucu].arly
expected to be effecnve in the following cases:

1)Cases containing eomples schemes or frgnsgctions
where mumwmlmahndnl'mmwu. by writien fever, b poscibly  insdecuste
for conveying the deails of 1he request aod ko providing the appropriala
&% pAADAGDN in rosponde Lo Lo roquas,

2)Cases that need to be processed with gxgeptional urgency
. cascs alode 1o the patule of limliations, cases wilk a risk that wasion wnd collection
aﬁl o di fcull dos by el being removed W & Giird-party Stale, ste.

3)Cms expetted to yleld spillover effects
tyuadly vard agprexsivo i schenees, chard Boation of which Liough
ﬁlw;nﬁu%hyﬂn%hluh&mulﬁdyéhwaw;;mm
mfAnence oh oLver audils conductzd by b conirasting pariics.

+ Additiooally, face-to-face meetings for EQT are expected to have an
educational effect on the tax officials invelved in and 10 :

strengthen mustual und;r:m:_@r_:x and copperative relationsiigs
between the competent otities.

T

Prompt Response to Request

s Promptly replying to an EOI request is extremely impottant.
« "(a) competent awthority shouwld seek fo provide Jan requesied
information within 90 days afm:e\ipf ofa mque:: " Pumgregh 2| of bodda

b, v CAECD Ml o the Frovision for Fax
Furposar
» In order to speed up replies to requests, the NTA;
» has prevared a Manue! on the Exchange of Information.
+ holds vagious types of Seminars for educating tax officials,
« ytilizes the interng! Online Daigbage in response 1o
atively casy req such as to confirm whether

the taxpayer in question has returned to Japan.

Promotlng Spontaneous EOI

» Spontanepyus EOI refies on active participation and
cooperation by the tax officials. In particular, it depends on
whether tax officials know what kinds of information

constifutes the potenticl interests of the congracting parfies,
and whether tax officials have the motivation io report such

information.

* The NTA has compiled a collection of precedents and
examples where spontaneous EOI should be considered in
similar cases, and has included this information in a Manual on
the Exchange of Informaticn.

i OExnmplel

g

+ The person bewg mudiber) hed wire-tranefored » poiticn ol 8 sales foe (0 savings
mmuhddhyhewmnfﬂuwymmmmmdbymlhw
carperaion, kading mppart 1o the vicw thal income win boog excluded by the seller
in the pther state.

» Pxample 2:

» The porsan beng suditel, i sxponer of mechanical devices, cariad oe n price
discount For ressons hagod on delwyx in shipping, While il was requested thal the
invoice {original) based on imitint prices be rotme, ouly & copy was provided,
Jenting wuppoct to ihe view fhut the company to which reles were conducted posted &
Frctifious purchwss of invomtory,

* Example 3: :

* Upon ugmg ie ECH dieg 1h of mlerewt in the mady, it wes
djawvu'edIhulh»mupumlmqnﬂumhndlmh:nmmuiblmumﬂmgm&:
ciber siwte. 11 i bebieved 1het the iniention was 10 help biy sibling evolt Geation oo
inerest 4 2 resident of the other Kt

= Example 4:
» Inbrmation was provided in regand to foos for a tingoler transsction in the form of 2
databume puorchane,

_Prese
Appreciation for Promoting EOI

- m the applicant fEOQI on uest |
_[&111'.‘1! as It enabiles;
« the guality improveraeats to be made for future EOT on
request
* the ephapcement of the motivation of tax officials to provide

inforaation.

- S%m ous EQT also d s on the motivation of the
cials supplying the information.

® Iapan exchanges L&u:u_uI_ﬁA_lyam_cigﬂ_on with several
contracting parties, for tax officiels who provide significantly
effective information spontanegusly or in respense to a request.

AJsing the SMF F

Sending Automattc EOI

« Tn Japan, information returns are submitied by both
through paper documents and electronic media,

» The EQI Section at NTA headquarters converts all these

materials into the OECD Standard Magnetic Format
{SMF) and sends them to the contracting parties in order
to ennbie their effective use,




_ | _Holding Regutar-Meatings-for
Practices for More Effective EOI EQI

. o-Face Meetings for EOIL on ugst can be one of the most
ective and prompt means of EDL

i . * However, it also takes some time to be conducted, especially in
* Holding Regular Meetings for EO confirming whether the requested panty gives its consent for each

visit.
. < yr . ) .
Providing Technical Assistance for Automatic + To minimize the amount of tint, i2ins {he Mectings for
EQI EOL is another cholce,

b : * Particularly, if the contracting parties frequently request or respond
* Incorporating EOI into Performance 0 EOL they could hold meetings qrarserly or semiannually (for
Assessment example) in altermating junisdictions under a grneral agreement made

in advance.

» Reinforcement of Staff Resources for EOL * Regular Meetings for EQT also help to further strengthen the mutual

ndergtengding and the cooperative relatienships betweoen the
competent aufgormes o% &e conlracting parties.

26

e e

|-Providing Technical Assistance
for Automatic EOI Performance Assessment

T

+ Automatic information received from the contracting * To enhance voluntary participation and cooperation of

pasties bas an important role in Japan in the processes of tax officials in the field of EOI, the NTA believes
reviewing retumns and selecting cases to be audited. that tax administrations should actively evaluate

participationin EOI, and incorpora this evalugtion

« Japan hopes to provide technical assistance to resolve into the regular process of tax officials'performance
the problems in processing automatic EQL, and to ASSeSSMENLS.

promote EOI among SGATAR members in this field.

| -Reinforceme
Resources for EQI
= To assure the quantitativeand qualitative

improvamnents of the implementation of EOI,

the contracting parties should consider strengthening
their capabilitiesto address EOI cases by: Thank YOU!

« increasing the number of staffs in charge of EQI,
» providing further trainings to their tax officials.
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1.2 Seope of 201

# Tax information required for the imposition and
collection of taxes, review of tax appeals, and
criminal prosacution, and gensralized with
international practice

- as not conflicting with other Acts

# the tax status of a legal entity

#* tha income and expense shown on a tax retum
# Business records

#* accounting records and financial statements

# banking records

# copias of involces, commercial contracts, atc.




1.3 Banking records

® We may request to & SPECIFIC branch of a financial

institute to offer the financial information where it is
necessary for the competent authority to verify any
data sufficient to prove the suspicion of tax dodging.

<Requiraments neaded to request a financial information>

» Personal informatian an the holder of a title deed

# Trade pericd subject 1o a request

# Legal ground for a request

+# Purpose of the uge of information

« Contents of lransaction information requesied

# Personal informaltion - neme and dulies, etc.,

on Request

2.1 Classification

Investigation
-Gl
+ Criminal

Criminal cowe will b
mats prampty

o thinct Wy cioll ¥
cther cas.

2.2 Procedures

2.3 Vitalization

Provention ol
Tox evasing

ntaneous EOI

e Nl T




3. incours

# The efficiency of spontaneous exchange depends on
the motivation and the initiative of the officials in the

supplying country

# Important that local tax officials have the refiex to
passonioca comgetent authority information which
would potentially be of use to a tax treaty

# Sending useful information to another country will
increase the lkelihood of receiving usaful
irformation in return.

o 30 KT

4.1 Targeiad ncome

# Incoms generated from sources in the
Republic of Korea of non rasident

interest on.hml. .m; pm!\lni‘mn trusle
Divicend thel i paid In Korea by any
oty of any

Incoma panamtad from haman services
I fram a

INGome from the ianater of nassts and rights.
Incoma kom the inheritance of assaty

. D

4.2 Procedures

Extivding the
gm?r::nn daka which 13 Offering the
data of non :‘r?auw’wm?e‘r:,‘ infarmiacian 1o
xrlg:r:r‘uhra tha suth as g‘o.u:w m‘;‘h‘h:g
AN retLmy or unknawn form of OECD
atatementa of natianality, very Format
paymant tiny amawnt of

income, ete,

e e go

Examination
road

5.1 Uscfulness

# Reduction of the compliance burden

- cooperation ensures duplication Is minimized or
avoided

- costs are reduced and time is saved

® Need a pricr written conseni of the parsons
concerned

- enter the territory of the requested cauntry
to ifterview individuals and examine records




5.2 Difficulties
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INTERNATIONAL. TAX COCPERATION AGREEMENTS
ON EXCHANGE OF INFORMATICN

PRESENTATION BY MALAYSIA

o

Introductlon

OEol is the current subject of discussion at varous conferences
and mestings

dThe practice of Malaysia desling with intermational tax evasion
and svoitance

QAThe practice of Eol

QFuture intemational cooperation

Addressing International Evasion
and Avoidance through
Exchange of Information

HALaTEIE

The need for Exchange of Information
O Economy being globalised and borderless

O Tax authodties are confined within thelr own jurisdictions
«  taupeyera angage [Tesly i thelr cross-korder trarasctians

O The importanca of Infoermaticn exchange

3 Establish a better understanding and finding a common
salution

O Malaysia has associated 63 Double taxation Agreaments phs
a handful that is shill under negotialicns

Coit'd,

The nesed for Exchange of Information

O Intemational tax codperation by mode of bilaleral agreaments

G *...to prevent iscal avoidance and evasion in ¢rass border
transactions...’ has always bean key objective for Malaysia's
bilateral tax agresmenis

O Creating 2 favoratie climate for Inbound and cuthound
investmant

Q@ Proper application of lis domestic law

Bilateral Agreements




Bilateral Tax Agreemeants

1 Bilalaral agresmants have atways been lha resolution on
isgues of information exchange

O Vital changes for tha past few years on tha articie of Eol

2 June 2009 — Malaysis adopted the acclaimed standand
principles of information exchange 1o its draft model

O Conlinuousty associating protocols reviewing its article of Eol

A

P

Tax Iinformation Exchange
Agreements (TIEAS)

7N

.-

m:ﬂn :
Tax information Exchange Agresments (TIEAs)

ONo TIEAs with other jurisdictions
WFocus on the subject of informatlon exchangs

DPositive cutcomes — sufficient and rellable Informatton from
counterparts

Omcre applicabla b jurisdictions with [ower tax or no tax

OThe Ministry of Financa of Malaysia is iooking into having
TIEAs between Mataysia with other junadictions

divarms

Multilateral Agreements

Multilateral Agresments

Q@ A possible sclution

O Debales and opinion on the practicability of muitilateral
agreemants

O Concems are mainiy on the domestlc laws of the conceming
states and requesting procedures

O Kust be done with the existing tax treaties — the need for
multilateral understandings

O Requastad stales have many ways 1o protact the secrecy of a
parson’s ralated Informalion
Cont'd...

Multilateral Agreements
O Standardizalion and formats must exist first

O Members must be made to 3ee the importance and nol
judging It by amount of retum’ snd what's in it for them

Q Factors such as the existing ‘systams’, legal requirements
and administrative measures

& Addressing reguestad informallon agreeabla by all perties

O Mo exisiing Multilateral Agreements




Domestic Law

Domaestic Law

O Intreduction of Income (Reguest for Information) Rules 2008 —
came into force 26 August 2009 — the procedures of
axchanging informalion with treaty partners

0 Blanket Authorization — in addition blanket Authorization has
been obtained for DGIR to have access to bank information
held by financial instibutions

O Sectlon 132(2) Income Tax Act 1967 ~ empowers the Ministry
of Finance ta enter into DTAs and overrides tha Income Tax

Act
Cont'd,, .A

Domastic Law

O Subsaction 2 of Section 132 allows the disclosure of
informatlon Lo country which entered into agreemant

0 *.shail nat prevent the disclosure...” Sectlon 81, Income Tax
Act 1967 — Power to call for informalion

a Competent Authorities (CAs) for Malaysia — Minister of
Finance, Undersecretary and Depuly. Tax Analysls Divislon
and Inland Revenue Board Malaysia {IRBM) CEQMDGIR,
Deputy Director Generals of IRBM ang the OQirector of
Department of Intemational Taxation

O Adaptation of the intemally Agreed Tax Standards &,
incorporated with the agplication of Domestic Law e

Operational Aspects Involved in
Exchange of Information

Best practices and common procedures

Three categories of exchange;
= Specfic Exchanga of Information
»  Autoratic Exchange of Information
«  Spontaneous Exchange of Information

0 Traatmerts to thesé information requests are based on
the same principles and guidelines

QO Treatment of Infarmation gatherings for each nature of
information vary from one to ancther I

.

e
T

Common Procedures

& Ruceived via 'snafl-mal!’ for every class of Information
through sppointed CAs

O Acknowledgements recelpts are sent oul to requesting treaty
partners

L Classified and sorted accordingly to In-houss Departments

0 Straightforward cases are resolved at the Departmant of
Intamational Taxation level

Cant'd...




Common Procedures

O Inter Departments, banks and related network — managing
sBCrocy

O Communications via snail-mail — nol in any farm that could
potentielly divuige the Information

O Request are broken Inta manner and not in tha farm of the
originally intended full request

O Applicabim to all forms of information
Contd...

P
Tt
.

Automatic Exchange of information

0 A differant prectice aparl from besic procedumss

O Inthe form of keled indlvh ' dulailt 0 yptod CO-ROMS In Stardard
Magnatic Farmal (EMF] paitad wih 'key-flea’ and passwords.

O Encrypling procens iz done by (e Forsneic Depatiment of IRBM

& Refumed decrypled daia wil ba aximcted, letinga wil e sant ta e
Gompianca Depariment of FRBM for huture sction

O To peisonal fdes al Lhe Branches level
O Specified time paricd were cutined and request are being monilared
O Foliow-ups ano being done (o sisun ol ness

Pl

Ho baunded limits for informatien within IRBM

Gantle reminders are sent to try and make certain that
infermation will ba provided within specified ime

not be fulfilled

How far back infarmation can be gathered? Retention?

a
a
=]
o

(ther netwarks wil depend on the pelicy and data sufficiency

Retantions will influence the accuracy and sufficiency of data

O Fartial informalion s provided should the full request could

daraims

Technology Required

-
. P
Relevant tachnology/system

C1 Automalic Exchangs — long lists of recipients
U Proposed delivery methods
o A common program i.e. Micrasaft Excel Spreadsheels

0 Lirnil the number of ‘Fields’ — only produce key relevant
information i.e.

li. Payment Info : Paymenl Type / Payment Dales

i, Reciplents’ information : Namea/Sumames/Addrasses
il.  Psayers’ information : Payer Name f Fayer Addressas

S

dinareis

pREt

Arrangement of Data

O HNaot all encrypied dala are relevanl — selections of related
fields are required to eliminale tha unrelated fields, Selected
fields have to be re-arange and transferred 10 spraadsheets
in order 1o prasent the information in an orderty mannar

0 The sffectiveness of the decrypting process will raly on the
afficiency of the key-fies. If the ‘key-files’ are Inafficient, the
processed dala wilt be inaccessible

O Qecesionally the decrypted dala arg not propery aligned




Proposed method for Automatic Exchange

Q Information could ba sent in a farmat that does not require
any decrypting process. This eliminate the risk of unforced
error such as the allgnment of dala

QO Use passwords on information tabled In 8 common program
and void the use of 'key-files’ - passwords could be sent to us
upen the receplion of the acknowledgement receipt

0 Additionai information on unigue features |.&. Pagspon

Number, ID Number - eliminates the emor of mistakenly
idenlifying individuals with the same name

May foreign auditors assist in gathering or
verifying the information ?

Q Article 8 - Tax Examination Abroad {TIEAs)
O Comrmonly known as simultaneous audits
O Malaysia's bilateral agreement does not constitute the rights

for the requesting jurisdictions to perform any joint tax
examinations

A

Future of international Tax
Cooperation

Effectiveness of International
Agreements

danaems

Future of internaticnal tax cooperation and effective
international agreameants

Malaysia's expectations on the effactveness of intemational
agreaments

OEffective intsmationai agreements would be able o snhance a
witely accepted legal basls for bllateral agresments or other
medes of agreameants

Qimprovemant an Ecl would ba sble to derive to an Ideal
standard for access to information such as banking information

Ol ess shafter to texpsyars through strict bank secrecy and faws

WJTha ability to access banking Informaltion

= n&

Malaysia's expectations on the effectivanass of
international agreements

& Legislalive changas would eliminate Domestic Tax Intemest
requirements.

O The willingress of counterparts to provide information
U Mutual benefits wauld derive from voluntary campliznce
O Standardization would discourage treaty shopping

O Bensfits In ¢ivll and atso crime praventions

O Impraved overall Eol systems and standards




Practans
Problems and emerging concerns

s -

D Increased pace of industrializations and foreign direct
investment necassitated the need for an effective
intemational agreemants Lo provide Investars with certainly

Problems and Emerging afei guaranices in the ama o texation
0O Ruasktence based tax on capital incoma can be svaded by
Concerns depositing in low tax Jurisdicions and failing to declare the

proceads to residence autharities

0 Tex havean jutisdicions affer foraign inveslons low tex rales.
Eccnomic prosperily of these jurisdictions are at the expense
of highar tax jurisdictions

Quantifying the outcomes

O Relisble quanttative resulls if wers to compare with
forscestad oulcome, should a farm of commonly agreed
Multilateral Agreements were consented upon

O Cost efficiency and tme can be measured by tha iotal evaded POSSible SOlUtIOﬂS

tax due 1o cross border ranssctons

»

dinarms

-

Possible Solutions Conclusion
H Crealing & common approach among SGATAR members O Exchange of informalicn has been regarded as nacessity in
tax treatles

O Fogus ¢n cost, efficiency and imea

O Eol {o address intemalional tax avoidance and evasion

D Mutiilateral Automatic informalion Exchange .

0 Official smandmenis to tax reaties

O Property iald precedenis i e, Domestic law and provisions
pertaining to banking secrecies O Domeslic law and legal frameworks on the subject of Eol

must allgn with the chjeclive of reaties

O Elimination of ‘Information Upan Reguest” - information
beteved to be useful can be channaled oul 3 Improvisalion on procedures and Information processing

methods for sufficient and viable information

0 Capitalizing on technologlcal advancement; informetian
Iransier would be

e Rb AP




-
Pt

Conclusion

O Cross border rangactions has altered tha course and need
for infonmation exchahge

O Poaslible collaboration among members upon agreeable
meda of international agreement

0 An agread upon Pracedents and commen practice
procadures

O Technglogical and system advancement on information
diapatch

QO Continuous information sharing to curb the international tax
avoidance and evasion

Maraming salamat sa yo’
Thank you




INTERNATIONAL TAX
COOPERATION
AGREEMENTS

ON EXCHANGE OF
INFORMATION

MANILA, PHILIPFINES
27-29 OCT 2040

1. ADDRESSING INTERNATIONAL EVASION AND
AVOIDANCE THRGUGH EXCHANGE OF INFORMATION

x In the ever-changsng plobal envi itisa gnized fact that
businesses operate globally. Although this is not a new phenomenon,
the speed and case brought about by rapid advances in technology
and other converging factors bad preseatcd opportunitizs ag well as

challenges for 1ax administrators.

= Basically, although tax administrators are generally restricted i its
operation within its jurisdiction, taxpayers are not. Thus, the need to
secure cooperation from other tax administrations is crucial in
ddressing shared such as imternational tax ovagion and
avoidance,

» A good starting point s through exchange of information
instruments.

A BILATERAL AGR EEMENTS

« Intermational tax agroewents can either be bilateral or multilateral.
Bilsteral agreements that provide for exchange of information can take
place either under a Double Taxation Conveation (DTC} er pursuant to 2
Tax Information Exchange Agreement (TIEA).

*x DTCs or Convention for the Avoidance of Double Taxation and the

Prevennon of Fiscai E.vasmu wﬂh Respect to Taxts on lncome are

ive (ax cor which contain an exchenge

of mfomumnn provigion, Presmtly, The Philippines has 37 bilateral

DTCs, alt of which save for one contins an artick oo exchange of
information.

u Among the SGATAR members, the Philippines bas concluded DTCs
with Australia, China, Indonesia, Japan, F.orea, Malaysia, New Zealand,
Sigapore, Thailand, and Vietham,

A TIEAz on the other hand are agreements which specifically focvs on
h of inf ion on tax The Philippi has not yet
concluded any TIEAs but is seriously considering its merits.

% Multilateral agreements, as we know, cover several Coniracting
States. Ome such example of a multilateral agreement is the
Council of Europe/QECD Convention on Mutnal Administrative
Assistance in Tax Matters. The original agreement entered into
forced in 1995 and was binding to 14 countries, It, nevertheless,
covers not just exchange of information but aiso other forms of
assistance and co-operation, namely: performance of tax
examinations abroad including assistance in recovery of tax claims
to name a few, Recently, it underwent revisions to make room for
significant changes, one of which is, to enable developing
countries to become partics to the said agreement.

# The Philippines has not yet concluded any multilateral in
exchange of information. However, the Philippines do recognize several
advantages a multilateral agrccmcnt oHers. First, in terms of speed and
ease, lusion of a itil agr t is more convenient
compared to a bilateral agreement. Likewise, another advantage would
be in terms of tesources saved in the conduct of negotiations; thus,

making it more practical especially for a developing country.




Asgistance to forcign jurisdictions may also be provided solely in the
| ic law through uniinteral hani In the at of an
internationa! sgreement, a State may provide for the procedure and
conditions when it ¢an supply informaticn 10 another State.

In the case of the Philippines, Republic Act Neo. 10021 was recently
passed by Congress. [1s objective was o remove any impediment in the
exchange of information. The basis, however, of the obligation to
pravide informaticn is still the international agreement The Philippines
entered into with its treaty partners.

Of the thirty-six {36) bilateral agreements which the Philippines entered

tmtw, vineteen (19) DTCs provide that they are not restricted by Articls |
of the Convention. As for taxes covered, all of the articles of the DTC

on exchange of informaticn is with respect only (o taxes covered ™
Convention. b

II. QPERATIONAL ASPECTS INVOLVED IN EXCHANGE
DF INFORMATION

A BEST PRACTICES AND COMMON PROCEDURES

lnfarmation can be exchanped in any of the followmp:

Upon request -- referring 1o a request by a Conotracting State to the
other Contracting State reparding a particular or specific information;

4 ie - infe

that is provided sutomatically andfer oo 2
routing basis,

Spovitareows ~ when a Conmracting State in the course of adminisiering
its own laws provide information which it believes to be of interest to

the ather Contracting State

Of the three methods, the Philippines is implementing the first type of
exchange of information. Accordingly, req for mf: jon should
be made in writing and addressed to the Competent Authority of the
Philippines, in this case—the Commissioner of Internal Revenue. As 1o
the contents of the request, Revenue Begulations No. 10-2010 provides
that the following should be clearly stated in the request:

x; The identity of the person under examination or investigation;

W A statement of the information being sought including its nahue and
the form in which the said foreign tan asthority prefers to receive
the information from the Commissioner;

« The tax purpose for which the mformation is being sought;

a4 Grounds for believing that the information requested is beld in the

Philippines or is in the possession ot control of B person within the
jurisdiction of the Philippines;

it ot

e} To the extent known, the name and addrzss of any person believed 10
be in possession of the requested information,

fI A stement that the request is in cooformity with the law and
admitistrative practices of the said foreign fax authority, such that if
the requested information was within the jurisdiction of the said
formign tax authority then it would be able to obtain the information
under its lews or m the cormal course of administrative practice and
that it is in conformity with an intermatiopal coovembon or
agTeement on tax matters;

£} A statement thet the requesting foreign tax authority is also allowed
under i domestic laws to exchange or fumish the information
subject of the request; md

hy A that the requesting foreign tax authority has exhansted

pll means availsble in its own territory to obtain the infor
except thase that wauld give rise to disproportionate difﬁcultyl

B. TECHNOLOGY REQUIRED

% Given that exchange of informarion iz processed upon request, the

technology that is used for automatic exchange of information in the
case of the Philippines is not applicatl=. The Philippines, howewver,
recognize the need 1o utilize sxisting technology in gathering as weli as
storing tax information particularty the use of data warchouses.

Improvements in the arca of infrasiructure that will support linkages
with other govemment agencies and other relevant eatitics that hold
information are considered vital. As for the retention peried, information
that may come from banks or fi jnl ions are @ d by the
policies of the rel t regulatory bodies.

e OF 1ax

ions abroad are being done in other

Forign
jusisdictions for the purpose of gathering information. This atises when
a taxpsyer in a Coutracting Staie is permitted to keep records in the
other Contracting State.

% A Contracting State may permit the authorized representatives of Lhe

Contracting State, Lo the extent allowed by its domestic law. Thercfore,
the level of participation or assistance may differ depending on the laws
and practices of the Contraching States.




a in the case of the Philippmes, the law is silent in 5o far as active tax
= i involving taxpa; is concerned. The Taw however
allows foreign tax guthorities to examine income tax requms of specific
taxpayers subject of a request.

« Finally, it is a matter of observation that TIEAs of other farisdictions
contain 3 provision oo tax examinations involving active participation
by the requesting Statc. This however requires the consent of the
taxpayer.

> |

M. FUTURE OF INTERNATIONAL TAX
COOPERATION. ... ...

A. EFFECTIVENESS OF INTERNATIONAL AGREEMENTS

» One of the real objectives of an i ional tax co-operation agreement
is to address and hopefully prevent intermational tax evaston or
gvpidance. The extent of international tax evasion or avoidance in a
State is hewever largely dependent also in its own domestic laws and
how it approsches the problem. Fey to solving the problem of evasion is
having a robust domestic law and enforcement capabilities. One way of
measuring the effectiveness of these agreements is how they can
improve and complement the domestic laws of both the Comtracting
States.

% In the case of the Philippines, the move to amend its domestic law was
precipitated by the need to comply with itz mmternational chligations.
lnstead of mdmdual]y negotmmg its treaties, it deemed more expedient

to address the d given that there are already existing
agreements which provides a framework for the exchange of
information.

x Mevertheless, it is imperative to identify other areas in the domestic law
that need to be enhanced, not just for the purpose of complying with the
exchanping information provision but alse mainly for combating tax
evasion both in the inernational and domestic setting.  Technical
assistance from the reguesting State or other groups will also help

the incidence of tax i

B. PROBLEMS AND EMERGING
.CONCERNS .

u Ap international tax agr t, like tax evasion, is something that is not
static, Tt is constantly evolving. The Philippines in concluding future
DTCs will necessarily have to reflect the changes of the Model
Convention specifically the additional paragraphs in Article 26. 1t will
alsp take into consideration the usefulness of TIEAs and multilateral
instripments in future negotiations.

It has been observed that TIEAs and existing multilateral instraments
are oot just limited to exchange of information per se as earlier
mentioned. Basically, these agl ts expand the scope of Anticl: 26
s nepotiated by the Conracting parties; and may well sxtend to other
areas of co-operation, TIEAs expand the scope of taxes covered while
multilateral agreements may include provisions on tax collection. One
foreseeable concemn is that a Contracting State may find these other
areas of co-operation difficelr to implement at its curremt stage off
development.

w Another pertinent issue Telatcs to as to whether a Contracting State
should immediately enter into an international agreement op exchange
of information, e.g. TIEA, once it recei a proposal from th
Contracting State, notwithstanding the fact that there is an existing DTC.
Concems on having multiple instruments with the same Contracting
State may therefore arise. As such, whether to amend an existing DTC
or cnter into & separate TIEA are two possible considerations.

L. POSSIBLE SOLUTIONS ..

» Given the present global condition, one logical question that can be
asked is whether there is a common solution te a problem like
international tax evasion. International tax cooperation agreements are
but a means to an end, However, the Philippines believe that it is indeed
part of the salution.

x

Begional initiatives in so far as a common exchange of mformation
instrument among Asian countries particularly SGATAR members have
yet 1o be discussed. Whether there is merit in such a proposal remains to
be seen. One such advantage is the expediency that it provides.
However, as to whether a conscnsud ¢an be reached is another matier,




x in closing, an international tax for it to work needs the co-

operation of both the requestiog and requested State. Although there is
an interpaticnal tax dard, the prevailing coonditions in each
C ing State is altogcther diffaront. The facility in entering into

these agreemems as well as the capebility to implement the same is
affecied by these factors. For Countries who have just smrted
introducmg ck in their respective systems, the challenge lies not
just in it implementation Hut how it can address its avowed objective—
that is, the problem of tax evasion and avoidance in a global setting.

Thank you.




INTERNATIONAL TAX
COOPERATION
AGREEMENTS ON
EXCHANGE OF
INFORMATION

Patrick Nai and Joyce Chee
infand Revenue Authorily of Singapore

!

The Internatiocnally
Agreed Standard

« Internationally agreed standard on
transparency and exchange of
information for tax purposes

» The Organisation for Economic Co-
operation and Development ("OECD")
Standard for the effective exchange of
informatien through Avoidance of
Double Taxation Agreements ("DTAs")

:

Singapocre

s Amending Protocols and DTAs which
incorporate the enhanced Exchange of
Information article

= new lagislative provisions in the domestic
law

Amending Protocols and DTAs
which incorporate the enhanced
Exchange of Information article

. Singsapore has signed Amending Protocols {17) or
DTAs (4) which incorporate the enhanced
Exchange of Information article with 21 countries.

= - Belgium, New Zealand, United Kingdom,
Nathaerlands, Denmark, Australia, Austria, Norway,
Qatar, Mexico, Bahrain, France, Brunei, Finland,
Geargia, Malta, Slovenia, Japan, Saudi Arabia,
South Karea and China}

« Bofthe Amendin%Protocols r&s) or DTAs (2)have
been ratified {i.e. DTAs with New Zealand,
MNatherlands, Austria, Norway, Brunei, Finland,
Georgia and Japan).

Enhanced Exchange of
Information article

» Scope of the enhanced Exchange of
Information article is wide enough to cover
all types of taxes and all persons
(including non-residents)

» Contracting State cannot decline to supply
information solely because it has no
domestic interest in such information

Enhanced Exchange of
Information article

= Contracting State cannot decline to supply
information solely because the information
is held by a bank, other financial institution,
nominee or person acting in an agency or
a fiduciary capacity or because it relates
to ownership interests in a person

= Subject to legal privilege




I
1
|] Income Tax

(Amendment) (Exchange of

IRl Mt the thdome

Tax Act

A Rules of Court

» Order 98 of the Rules of Court

d Purpose of new domestic
law provisions

» To facilitate the disclosure of information
to a competent authority under a
prescribed avoidance of double taxation
amangement {*prescribad arrangement”)
in accordance with the EQI provision in
that arrangement.

A Reqgquest from foreign tax
authority

= The competent authority under a
prescribed arrangement may make a
request to the Comptroller for information
conceming the tax position of any person
in accordance with the EQ! provision of
that amrangement and unless the
Comptroller otherwise permits, the reguest
must set out the information prescribed in
the Eighth Schedule.

J Court Orders relating to
Restricted Information

: = Singapore has domestic statutory banking and trust
confidentiality provisions under Section 4/ of the
Banking Act and Section 48 of the Trust Companies
Act.

» Section 105J provides that where the Compiroller
requires information in order to comply with &
request by a fcrei%n treaty partnerand the
Comptroller is of the opinion that the information is

rotacted from unauthorized disclosure under
gecticn 47 of the Banking Act or Section 49 of the
Trust Companies Act, the Comptralier may apply to
the High Gourt for a production order.

I Court Orders relating to
Restricted Information

= There are no limitations to the obtaining of
the production arder save that an order
obtained under Section 105J shall not
confer any right to the production of, or
access to, information subject to lsgal
privilege.




. I

Order 98 of the Rules of
Court

* An application to the High Court for an

order under section 105J of the Income
Tax Act must be made by way of
originating summons together with a
supporting affidavit and the application
may be made ex parte.

15t cage involving court
order

Singapore recently assisted a foreign tax
authority of a treaty partner to obtain a Court
Ordar for the production of certain bank
documents as requested by the treaty
partner.

For this particular request, the Comptrolier
of Income Tax was able to obtain the Court
Order within a period of about 1 month from
the time the request was received.

Upon specific requests

* Singapore has a policy of providing

assistance in respect of exchangs of
information only upon specific requests
from her treaty partners.

» Singapore would not as a matter of

practice provide automatic or spontaneous
assistance in respact of exchange of
information.

Conclusion

Enactment of the new legistative
amendments and the ratification of &
Amending Protocols and 2 DTAs
incorperating the enhanced Exchange of
Information article

The process of the exchange of tax
information between Singapore and her
treaty partners would be greatly facilitated

Foster greater international cooperation on
the exchange of tax information between the
Inland Revenue of Singapore and other tax
authorities of treaty partners around the

alokho




The 8th SGATAR JOINT TRAINING PROGRAM

Internationat Tax Cooperation Agreements
on
Exchange of Information

Prepared by
Chinese Taipei

Outline

Leyal basls of axchange of Information '

o

Operational aspacts involved in

exchange of information:::... -

Future of Intamational tax cooperation

Legal basis of EOI

+ Bilateral agreements

« The only legal Ingtrumaent serving as the legal
basis of the EOI in Chinese Talpei

+ Multilateral agreements
+ Domestic laws

Legal basis of EOQI-
- bilateral agreements

m 18 DTAs (by year of eniry into force)
Singapore {1982), Indonesia {1996),
South Africa {1996}, Australia (1996},
New Zealand {1997), Vietnam {1998),
Gambia {1998}, Swaziland (1999),
Malaysia {1993), Macedonia (1999},
Nstherlands (2001), UK (2002),
Senegal (2004), Swaden {2004),
Belgium {2005), Denmark {2005),
Israel (2009), & Paraguay (2010)

ersons and types of taxes covered by
the EOI
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CONTRACTIMNG PARTNERS
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Best practices and conimon
procedures (1/8)

1. Inbound EOI
O Automatic EQI

“The information included only the name cf an
individual, the name of a company, and the
address of tha company, all in roman script; which
led to problemns with ease of identification.”




Best practices and common
procedures (2/8)

1. Inbound EQI
O Automatic EOI

“UJse & search engine fo search for the name of the
company in Chingse script.”

“Search again in the tax administration’s database
for a plausible Business Administration No.”
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Best practices and common
procedures (3/8)

Inbound EO|
O Automatic EQI

“Case 1 : Thare was no sufficient evidence to
prave that the company hadn't declared the
incoma because of the plausible Business
Administration Number. *

Best practices and common
procedures (4/8)

1. Inbound EOI
o Automatic EO)

“Case 2 : Found that the company hadn’t declarad
the interast income.” .

1.

Best practices and common
procedures (5/8)

Inbound EOI
O EOIl on request

“Due to unfamiliarity with the provisions of the EOI
and the Ianguage barrier, our auditors have only
reqguested our DTA partnars in a faw cases to
provide data or auditing assistance.”
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Best practices and common
procedures (6/8)

2. Outbound EOI

0 EQI only on request

o Data which can be collected and provided in a short
pariod of time includes declared information, audited
information, balance sheet...

2.

Best practices and common
procedures (7/8)

Outbound EQOI

O Data which it will take longer to collect and
provide includes information for which their
needs to be further confirmation or
investigation....

12




Best practices and common
procedures (8/8)

2. Qutbound EQI

0 A corporation shall keep its accounts records
for 10 years and keep the related evidence
for 5 years. Currently our tax administrations
retain tax information in their databases for
10 years.

Procedures of EQI -
- Introduction to the Structure of the Tax Organizations

| Taxation Agancy (14) ]

H Taipai Natlonat Tax A )

H Mational Tax Administration of n Taiwan Province |

H Nafonal Tax Adwmir of Certral Tatwan Province |

~1___N§l_l_::n'al Tax Administralion of Soulhem Taiwan Provinca ]

| aoraian Natonsi T Advarisibon "

Financial Data Center

Procedures of EOI
- Outbound exchange of information
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- Inbound exchanga of information
o000

Procedures of EQI

Technology Required

PR

Assistance

Assistance in confirming a transaction,
by means of checking tax filing reports,
accounting books of the companies
involved in the deals, 50 as o clarify the
whole picture of certain deals.




Assistance

The loss of

-The payment the foreign

of the foreign -
issions’

Rl

Assistance

If a concerned foreign tax authority can
provide help in checking the detaiis in
cases, the number of cases of
internationat tax evasion could be much
more minimized.

Future of international tax cooperation

= Effactiveness of international agreements

DEnhance the capacity of tax authorities in
determining appropriate tax amounts

» Prevent crass-border double taxation
» Cornbat fax avoidance and evasion

Future of international tax cooperation

s Effectiveness of international agreemants
0 Quantified by the amount of the tax supplement
which is paid by the taxpayers based on investigation
and utilization of the information exchanged
.OFeedback from the DTA partnars in regard to the
utilization of the information exchanged wouid be
halpful in measuring the effectiveness of the EQI

Future of international tax cooperation

» Problems and emerging concerns

OThe utitization of the EQL is a new vehicle for
our tax authorities

Oinformation in the letter of reguest is not
sufficient

DA request from a jurisdiction with whom we
have no DTA

Oldentification difficulties due to language
barriers

Future of international tax cooperation

m Possible solutions

O Weli-trained staff
To design a training program for the enhancement of
investigation skill and introduction to EQI pravisions
O Standard process
Setting up of guidelines for the processing of the
EC




Future of international tax cooperation

» Possible solutions
nincluding the corporation’s Business
Administration No. and the individual's
personal ID No. or passport no. in the data
nExpanding the DTA network to enhance the
legal basis of international cooperation

Thank you for your attention!




INTERNATIONAL TAX COPERATION AGREEMENTS

ON EXCHANGE OF INFORMATION

Preparsd By: THAILAND
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o Increased in number of international
transactions of business

o Tax avoldance and tax evasion

o Important role in examination of international
transactions

o Come up with co-operation among nations in
the term of exchange of information under
Double Taxation Agreements (DTAs)
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‘Tax Cooperation Agreement o J

[ﬂilaberal Agreamants ]

o Exchange of informatlon only under DTA's
provisions

o Thailland’s DTA follow UN Model DTA

o Article 26 of the Thai Model DTA restricts EOI
to the parsons, taxes, and use of information for
tax purpose
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| Tax Cooperation Agreement —|

Domestic Law

© Only one provision in domestic law which deals with official
secrecy

Section 10 of the Revenue Code of Thalland states that “an
officar who has by virtue of his office under this Tite acguired

Infor ion on the bus of a taxpayer or of any other

p d shaf not divelge or ctharwise tommunicata
such Information to sny person, unless authorized bt do ag
B law”.
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i'i'ax Cooperation__ggféement

o To treat any information received as secrat in the
same manner as information obtained under the
domastic laws

o To disclose tha information only to authorizes
persons or authorities
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Operational aspects involved In EQIL

‘ Practice of EOI ]

Types of EOL

© On request
© Spontaneously

o Automaticly
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|0;erational aspects involved in EQI |

EOI requasted by
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Operational aspects involved in EOI

EQI requested to
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[ Operational aspects involved in EOI

ﬁonituring and Reporting ]

o To supply only upon request

o With more rellable information

o With an appropriate to utilize Its scarce
fesource

o Using much more costly in any othar way
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Future of International Tax Cooperation

[Efl‘acl:lvanass of Intemational agreement]
o Determine amount of ax on domestic and foreign
income
o Pravent tax avoldance and tax evasion

o Important role in examination of international
transactons

» Induce voluntary tax compliance and protect
base securaly

o Come up with co-operation among nations in
the term of axchange of information under DTAs

B BGATAR doind Fraining 1w

Future of International Tax

P erging
Concerns

o Speed of response
o Business secrecy

o Requesting information from treaty partmers
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Future of International Tax Cooperation

[Requestlng information from treaty partners J

o Lack of knowledge about what
type of information to assist their work.

o Less relying on information from other tax
administrations

o Shortages of tax officlals

< Low degree of automation

B BEATA Juind Tresng




[ Possible Solutions |

o Differances between domestic laws and data
collacton capabHites

o To overcome these differences by promoting
the guideline of EOL

o By working closely together and come up with
a workable solution
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o To increasa an important role for EOL

o To help treaty partners for prevention of tax
avoidance and tax evasion

o Not too broad for the scape of Infarmation
exchange of Thai Model DTA

o To collaborate with each other for exchange
and for exploring the domestic laws,
limitations and position of treaty partners

o To make attomation of information technology
and to train how to use such information to
officers as the primary steps for Thailand

e Tomere 1 th SOATAR Joint Traiig
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Salutions vla infermatlon axchange
addmsslnq international tax evaslon and

Qf Some Issues on oooperaﬂon ralating to
Informatlon exchange

’ ;'/_Fumra of | ional Ci

;L Selutions via information exchanyge addressing

© international tax evasion and avoidance

1. General principles regarding countries’ taxing
rights

- Residents: who are identified having residence status
in a country, must pay tax on all income sources,
received, regardless of the places where the income is
ganerated,

- Source of income: non-resident in a country, must pay
tax on the incomas genserated in that country.

- Resldent status or source of income is specified
differentty by regulations of each country and in many
cases, a country or an individual can be a rasident of
two or more countries.

olutions via information exchange addremmg ]
ternational tax evasion and avoidance

2. The objectives of the DTAs

-To cleary specify the taxlnﬂ1r|ght of the country where
the income is generated with respect to some fypes of
income of the non-resident.

-To clearly c‘pecrf:,; the entity and the types of income to
be exempte:

- To limit the tax rate imposed on some types of income
of non-resident in countries where the income is
ﬂ?narated {for exampls, if the fax rate is higher than
at specified in the agreement, according to domestic
law, the tax rate stated in the agresment will be applted

L-Solutions via information exchange address
rastional tax evasion and avoidance .

-To specify the methods for aveidance of doubla
taxation

- To specify the requirement on transparency of income
sources, aiming at prevention of tax evasion.

- To administratively support In verifying the actual
information and to mutually strengthen information
exchange belween the treaty partners, in order to
assist the creation of the basis for enforcement of
domestic tax laws In the respective countries with
ragard to the taxes covered by the DTA.

EERegnlstions o 1YFA information exchange in Yictaan)

1 Regulations on information exchange
1.1. Regulation on providing exchange of information
on requast from DTA partners.

1.2, Regulations on requesting exchange of information
from DTA partners: When raceiving the request from
local tax offices or from cther departments of the GDT
regarding infermation from DTA partners, Departiment
of international Taxation of GDT will carry out the
following staps:

1.3. Regulatiens on processing of information
exchange provided autematically by partners




ELRvealations on DT iaforipatiog eawchrnge in Yicinam

2. Overview of information exchanges In recent parl

2.1. Regarding the request for informatien exchange frorgll
DTA partners.

2.2. Regarding information exchange raquest by DTA
partnars

2.3. Regarding the processing of information automat
supplied by DTA partners :

i Same issues on caoporation retating i
information exchange

1. Effective implementation method
-Establishing a basic legal foundation for the cooperatiol
information exchange and mufual administrative suppo
amaong countries switable to their respective capability al
to be appropriate with domestic laws of sach partner.

-Countries to be active in supplying necessary informati
relating to the breach of tax lews and in principls of

complying regulations for ensurance of the confidentialit
information.

- Strangthen audit activities and measuras in order to
timely find out the false statement, noncomplance and t
evasions

{#. Some issues o cooperation relating to

information exchangs

- Improving the cooperative retations among countries iny
respect of information exchange.

- infermation exchanged among ¢ountries must be
accurate, timely and confidential as regulated in the DTAg

- Infermation exchange must be stored systematically onf
the tax authorities database, ensuring for timely preces:
and supply. g

- Enhance the sharing of experience in fields of informatigs
exchange among countries ’

. Some issues on copperation relating to
information exchange

2. Apylication of information technology

- Informaticn is managed in an integrated system basing
the application of madern informaticn technology, ensuri
for timely supply and processing when neaded.

- Information systarn must be updated timely, regularly a
continuously in a integrated information data systern and
accessible by local Tax offices.

it Bame issues on cooparation relating to
information exchange

3. Supporting measgures

- To apply the modern information teshnology 1o archive
the informatian.

« To apply the advanced, modern software programs for
managemant end supply of informatian.

- tnspectors can support and assist mutually and
eoordinata with one another in investipating and verificat

of requests.

¥, Future of infernational Cooperation

1. Effactiveness of the agreemants
- To prevent tax avasion.

- To ansure for the fatmess and egquality in the enfarcem
of tax laws and cormnpliance of taxpayers.

- To create fair competitive business environment.

- To contributa to the completion and improvement on ta
management effectiveness in gach country.

- To strengthen the cooperation retationship of each
caurtry.




V. Future of International Cooperation

2. New interested issuas
One of the most interested issus of many countries i

international taxation presently is transfar pricing (TP)
Itis because of 03 reasons as follows:

- Firstly, the business discretion by the related parties.

~ Secondly, the differance of transaction price carried o

among related partners in the corporation can produce

same overall profitability.

- Thirdly, the decision of transaction price palicy among

related pariners can change the total of tax obligations

multinational corporations, economic groups.

IV, Fu ure of liternational Cooperation

Thank you for your attenti

3. Recommendations

- To continue improving and enhance cooperation amon
tax authoritiss via information exchange.

- To build up data and information base sufficiently and
accurately, ensuring for timely supply.

- To regularly exchange and share experience in arder t
strengthen tax administration in each country.




