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B = Background

« 2015510 , BEPSE—I 7ol XA ERIR S &FH. October 2015: BEPS Action
1 Report was released.

« 201687 fE—EERHERIN =FTRIKEER, 2016 onwards: Countries
introduced unilateral “digital” taxes.

- 2018F=H16H , OECDARM113EXRSSHIESELE FHR EFFHRAY
PRl — 2018BAH R ES”. March 16, 2018: OECD released “Tax Challenges
Arising from Digitalization — Interim Report 2018” by the 113 jurisdictions in the
Inclusive Framework.

- 2018F3H21H , BREARMDTIESHIENE | “SIFIRSHIAYEREHIE”
M BENFFERASIFE])”, March 21, 2018: EU Commission released
proposals for two directives on a “common system of a digital services tax” and
“corporate taxation of a significant digital presence”.




20158F108 OECD BEPS INBXFEIF4E:5%

R 1IRITaEN TR S

« BUIF25T , IIEE TR Digital economy means digitalization of
economy;

« 22U N0R) T BEPS|RJER Highly digitalised business models and
digitalisation exagerated the risks of BEPS ;

- 12 BAVHBREN AR SIS N AP e S ERAIAERE Destination
principle for VAT/GST.

- ERUFSPUAR SR , ERAEMSATAR , FHE20206F
Tx%maig;ﬁ%o No consensus on measures and no recommendation.

Consensus on the continuous review of two key aspects of the existing
tax framework: nexus and profit allocation rules
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« 20178F3R : —TEH%E

7] ( G20 ) EKOECDEEEPFRERME

EZHH/

tHE4E4T 201844 _E’JE W EISERPERR =

- 2018FF3H16H , 8547 ( OECD ) &fh S (("‘51—7—1%

T RATRR

KTHELE ——2018FERHEAHRES ) ( Tax Challenges Arising from

Digitalization —Interim Report 2018 ) ,

TRZIR , (FHIRS) R EaRmE2UANRESKIEE L

ERTERMRIEIN , LIERREFIEREZBIoBEFE” 12

N i—'lx

o (PHARS) oFE—LT(E, BHMIITANARIELEEE ( nexus )

B, LR B TR RS AIRE S BN,
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HFEFRN=KISILE

Three common characteristics of highly digitalized
business models

s TSNS cross-jurisdictional scale without mass (i.e. the
ability to obtain significant revenues from a country withouthaving a
significant physical presence);

o SWFHLARTFRIUKER importance of intangible assets; and
« ZURE. AFRE=5SFSRMRABEYERIN importance of data, user

participation and the synergies with intellectual property.




eI EPR RIS R APt
Tax Challenges Raised by Digital Economy

- BREE - D ATE—EFRWESMIR I SLANFENEKR T ;
Nexus, traditional PE concept unworkable

« Z9E : WO FBEF U m MRS P EGEERIME ; Data,
attribute to value creation

» EME AT U m RIS 3 S TR R XTI S EE
T ABEME, Characterization, the proper characterization of
payments




WEIFLETFRIERIBIEHE Unilateral Measures

(1)

« SL[FERVEEFZRBEF UK “diverted profits tax” (DPT , 25% on profits
diverted from UK), followed by Australia, France, New Zealand.

« LIBAHHNBEZFETFIE Israel “significant digital presence”
involving Israeli users ( 20165 ) ;

» RIS FEFRIEI RS ELFE IR 1A Kuwait and Saudi Arabia,
“virtual service” PE, where provision of services exceeds threshold
period.

BB EAE A B E AR B

( 20175F) ;

dll




YWEI =22 3R BRI HE Unilateral Measures
(2)

« ENERYEEFR India introduced an equalization levy of 6% on B2B
payments to non-resident providers. ;

« SEENESMITARZE/T S ( 20165 B )
« BAFIMEFAAI R ( 20178 )
 RFRBISE5F,




Selected country responses

P Diverted profits tax P Equalization levy

P VAT / GS

P Permanent establishment (PE)

*China and the U.S. have no responses on taxing the digital economy yet.
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« ZAFEAIRIN , AR ERFPHRNEFIRS RS RIS
700 BTG ;
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Global value chain

Customers around the globe

Ireland:
IP hub
3. Delivery from
‘r factory/ storage (s
[
s ________|
(I
p— . [
== b
i 1b. Payment
. China:
Royalties Manufacturing/

1a. Sales
orders

— Payment

warehousing

= Order flow Singapore:
= Physical flow Trading hub

'I§
Source: Figure C.2, OECD — Addressing BEPS, 2013 '0

2. Manufacturing/
delivery orders
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Wi, GE, AT

“Prudent , Tolerant and



B[E Prudent

s F R FELREL I Digital economy means digitalization
of economy.

o RN 1IN TE FRF ISR EARE _E#1T Existing taxation principles

and rules are the starting point for evolution.
o EF—EUEERN China supports the consensus based solutions.




A,75 Tolerant

o« IRZG20FHIEIH A ERYESK China supports G20's call for growth-
friendly tax policy.

o BRIRNNE AT EBEPSHIEE(FESS BEPS actions implementations
shall address the most serious double non-taxation issuers.

o ASZEERENIGHTIEFERE China does not support interim policy or
actions on digital economy.




>F Equitable

« SIERZ IR TIE—EL Comparable tax burden on digitalised
and traditional economies.

o TRUWIA R FERS ElFEFNR/ NENVAY A FE Tax policy should not

discourage innovations and new entrants.

* XERD EFAMENFERTHYATBEIE A K China is not likely to have

“equalisation levy” on selected transactions.
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Taxing Digital Economy — Consensus Based Rules with
Multilateral Cooperative Implementation



A —ERIE R

Why Consensus?

3 Salient Characteristics
o« SIS TELIREEE Cross

jurisdictional scale without mass;

« 5STEHEA (AR ) AKX
Z Reliance on intellectual
property (IP);

- ZHEFIFFBL Data, user

participation.

Bl Ia) SR Direct Tax Issues
Haé,:ut" Nexus

* FriSHI%5>

Income

Allocation of



SIMIESIFRNEZTE
Why Multilateral Administration?
- SIRfEIEHY—EISXITR
To guarantee consistent implementation;
» BB A
To reduce the compliance costs;
- (ERHISFRME
To allow sharing of same authentic information;
o XJTRLMBIFFEZH0H

To facilitate improvement of the rules.




ZiIBEE S{ERYnIsETE
Multilateral Tax Administration

« ZIPEE BEj/ 2 Multilateral Convention on Mutual Administrative
Assistance In Tax Matters

« AR5 23R CRS

o [E7llFR5HIE CbC reporting

o [EPRE M IRFE International Compliance Assurance Program
« BREFUSE LT Joint audit

« B HIZRSE Common transmission system




The Commmon Transmission System
— How it Works —
28— AL 4 R Gi——iafEJ7 2

Tax administration D
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Tax administration C

Fi AL C

Tax administration E
FLEHLoRE
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Common
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System

%—4§%§ g}ﬁ Tax administration B
f A5 HLoCB

Tax administration A

FilEHLORA
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