
 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
TAX – HK 
 
1. Handling of Suspicious Transaction Reports 

 
On 27 April 2016, in the Legislative Council, the Secretary for Financial Services and the 
Treasury, Professor K C Chan provided a written response to Hon Kenneth Leung’s question 
about handling of suspicious transaction reports. 
 
The question is raised based on the leakage of large volume of confidential documents from 
a Panamanian law firm. The incident is also known as “Panama Papers”. The Panama 
Papers expose a long list of politicians, public officials and celebrities who have set up 
offshore companies in tax havens and may be involved in illegal activities such as tax 
evasion, money laundering etc. These documents also indicate Hong Kong has the highest 
number of intermediaries offering services for setting up offshore companies in the world and 
therefore being dubbed as a “top secret offshore financial service centre”.  Hon Kenneth 
Leung asked whether the Government would take any actions against the intermediaries for 
setting up offshore companies and whether it would conduct proactive investigations on the 
information revealed by the Panama Papers.  
 
Professor KC Chan advised that there is no law in Hong Kong prohibiting individuals or 
commercial entities from setting up companies in jurisdictions outside Hong Kong. The 
Government does not have the statistics on the number of intermediaries in Hong Kong 
providing services in connection with the incorporation of offshore companies.  The Inland 
Revenue Department (“IRD”) has taken note of the Panama Papers.  The IRD will take 
necessary actions against tax evasion and avoidance by taxpayers, based on the information 
possessed by the IRD or received from other sources.    
 
LCQ4: Handling of Suspicious Transaction Reports 
http://www.ird.gov.hk/eng/ppr/archives/16042701.htm
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2. High Court Upholds Tax Evasion Jail Sentence 

 
On 21 April 2016, the High Court dismissed a taxpayer’s appeal against a two-month jail 
sentence in respect of his tax evasion case by making false statements in connection with 
claims for deduction of self-education expenses.  
 
The IRD welcomes the verdict and reminds taxpayers that tax evasion is a criminal offence 
under the Inland Revenue Ordinance.  Upon conviction, the maximum penalty for each 
charge is three years’ imprisonment and a fine of HK$50,000 plus a further fine of three times 
the amount of tax evaded.   
 
High Court Upholds Tax Evasion Jail Sentence 
http://www.ird.gov.hk/eng/ppr/archives/16042101.htm 
 
 
 
 
 

TAX – PRC 
 
1. Revised Measures for Disclosure of Major Tax Violation Cases (for Trial 

Implementation)  

(国家税务总局关于修订《重大税收违法案件信息公布办法（试行）》的公告) 

 
The State Administration of Taxation (“SAT”) has revised the “Measures for Disclosure of 
Major Tax Violation Cases (for Trial Implementation)”. The Measures cover the definition of 
major tax violation cases, disclosure of case content, method of disclosure, cases record 
keeping and information exchange between departments on tax violation cases, etc. 
 
According to the Measures, major tax violation cases include: 
 
a) Taxpayers manipulate, conceal, illegally destruction of books, overstating or omission of 

expenses, fail to disclose actual income, refuse to file tax returns, unpaid or underpaid 
taxes payable, with tax undercharged for an amount to RMB1 million or above; or the tax 
undercharged accounting for more than 10% of its total tax payable; 
 

b) Taxpayers intentionally transfer or conceal his/ her properties in order to distract tax 
authorities to recover any outstanding taxes while the taxes arrear amounted to RMB1 
million or above; 

 
c) Use fake export or other fraudulent means to defraud export tax refund; 
 

d) Use violence or threat to refuse paying taxes; 
 

e) Falsify value-added tax (“VAT”) invoices or other invoices to defraud export tax refunds or 
set off other tax obligations; 

 

http://www.ird.gov.hk/eng/ppr/archives/16042101.htm


 

 

 
f) Issuance of 100 counterfeit invoices or access to forged invoices amounted to 

RMB400,000 or above; 
 

g) Illegally print, forge or alter invoices; or imitate security features such as stamps; 
 

h) Cases not meeting the above criteria, but the violation have a great social impact. 
 

The details of the major tax violation cases will be announced to the public through tax 
authorities’ websites and other public media or press release.  
 
The Measures will be effected from 1 June 2016. 
 

国家税务总局公告 2016年第 24号 

http://www.chinatax.gov.cn/n810341/n810755/c2086104/content.html 
 

 

 

 

 

2. Circular on Issues Concerning the Tax Basis for Deed Tax, Real Property Tax, Land 
VAT and Individual Income Tax after the Implementation of the Collection of VAT in 
Lieu of Business Tax 

(关于营改增后契税、房产税、土地增值税、个人所得税计税依据问题的通知) 

 
The Ministry of Finance and the SAT jointly issued the “Circular on Issues Concerning the 
Tax Basis for Deed Tax, Real Property Tax, Land VAT and Individual Income Tax after the 
Implementation of the Collection of VAT in Lieu of Business Tax” on 25 April 2016. This 
Circular will become effective from 1 May 2016. 
 
According to the Circular, VAT would not be included in the tax basis calculation of the 
transaction price for deed tax, rental income for real property tax, income from disposal of 
real properties for Land VAT and individual income tax.  
 
财税[2016]43号 

http://www.mof.gov.cn/mofhome/shuizhengsi/zhengwuxinxi/zhengcefabu/201604/t20160426
_1965867.html 

http://www.chinatax.gov.cn/n810341/n810755/c2086104/content.html
http://www.mof.gov.cn/mofhome/shuizhengsi/zhengwuxinxi/zhengcefabu/201604/t20160426_1965867.html
http://www.mof.gov.cn/mofhome/shuizhengsi/zhengwuxinxi/zhengcefabu/201604/t20160426_1965867.html


 

 

 

TAX – International  
 
 
1. OECD Study Finds Britons will be Paying a Heavy “Brexit Tax” for Many Years if UK 

Leaves EU 
 
According to a study released by the Organisation for Economic Co-operation and 
Development (“OECD”) on 27 April 2016, a decision by Britain to leave the European Union 
would cause a severe negative shock to the United Kingdom’s economy and weaken its 
gross domestic product growth for many years, equivalent to a cost per household of 
GBP3,200 per year by 2030 at today’s prices. 
 
OECD Study Finds Britons will be Paying a Heavy “Brexit Tax” for Many Years if UK Leaves 
EU 
http://www.oecd.org/economy/oecd-study-finds-britons-will-be-paying-a-heavy-brexit-tax-for-
many-years-if-uk-leaves-eu.htm 
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