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1. INTRODUCTION AND BACKGROUND 

Interest in the issue of tax compliance costs has grown significantly over the last two 
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burden diagnostic tool adopts the definition of CIT in the OECDôs Revenue Statistics 
database.19 Specifically, CIT refers to income tax that is levied on the profits of an entity, 
usually a company, not on the shareholders who own it.20 However, given the adoption 
of the OECD definition, taxes paid on the profits of partnerships and the income of 
institutions, such as life insurance or pension funds, are also classified as CIT if they are 
charged on the partnership or institution as an entity.21
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Table 3a: Theoretical Scores (Weighted and Unweighted) 

Factor Minimum 
unweighted 

score 

Maximum 
unweighted 

score 

Normalised 
weightings 

Minimum 
normalised 
weighted 

score 

Maximum 
normalised 
weighted 

score 
A 10 38 0.375 3.752 14.256 
B 10 38 0.265 2.655 10.087 
C 7 33 0.215 1.505 7.095 
D 3 9 0.144 
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Table 4: Normalised Weighted Scores and Compliance Burden Index 

Range of total 
weighted scores: 
 
8.344 to 32.738 
 

Proposed weighted 
score range 

Compliance Burden 
Index 

Classification 

  8.344 ï 10.783 1 
Very Low 

10.784 ï 13.223 2 
13.224 ï 15.662 3 

Low 
15.663 ï 18.102 4 
18.103 ï 20.541 5 

Medium 
20.542 ï 22.980 6 
22.981 ï 25.420 7 

High 
25.421 ï 27.859 8 
27.860 ï 30.299 9 

Very High 
30.300 ï 32.738 10 

 
 

3. SURVEY RESPONSES 

Survey responses were received from researchers representing the 10 countries in the 
data set. Detail on each indicator within the four factors along with a summary and 
analysis of the survey responses were either fully or partially provided. While 
participants in the project largely completed the survey forms, there were instances 
where they were unable to locate the data or form a judgment as to the appropriate value 
for a specific indicator. Where this occurred, the main researchers attempted to locate 
additional sources of data by using databases such as the IBFD Country Tax Guides22 
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All jurisdictions, except two, indicated that less than 25 per cent of corporate taxpayers 
were eligible for exemptions from CIT. The United States indicated that more than 50 
per cent were eligible, while Hong Kong indicated that between 25 and 49 per cent were 
eligible. Where taxpayers were eligible for exemptions, seven jurisdictions indicated 
that approval was required for 50 per cent or more of all exemptions. Only Italy and 
Japan indicated that no approval was required prior to applying the exemptions. Turning 
to the number of special CIT regimes that simplify tax computation and compliance, six 
jurisdictions indicated they had no such regimes with the consequential flow-on that 
most jurisdictions also indicated that taxpayers were not using any simplification 
regime. Only Italy indicated there were regimes that simplified computation and 
compliance that were being utilised by between 25 and 49 per cent of available 
taxpayers.  

3.1.3 Indicators A7-A10: CIT policies that complicate tax computation and compliance 

Following indicators that rate the simplification of computation and compliance, 
indicators A7 to A10 rate CIT policies that complicate computation and compliance. 
Indicator A7 investigates the alignment between financial accounts and tax returns and 
rates the number of adjustments from financial accounts generally required in CIT 
returns. Indicator A8 rates the number of special CIT regimes, such as transfer pricing, 
anti-hybrid, and controlled-foreign-company rules, while indicator A9 determines the 
percentage of taxpayers using any of the special regimes identified in indicator A8. 
Finally, indicator A10 rates the frequency of legislative amendments of the CIT during 
the 2019 financial year.  

All jurisdictions indicated that there were significant numbers of adjustments required 
from financial accounts in CIT returns, with three indicating the number was between 
five and 20 and seven indicating the number was more than 20. In a similar vein, 
jurisdictions indicated that there were more than three special CIT regimes that 
complicated tax computation and compliance, although the majority of jurisdictions 
indicated that less than 25 per cent of taxpayers used any of the regimes identified. 
Finally, the majority of jurisdictions specified a limited number of legislative 
amendments in the 2019 financial year with six indicating that there were one to five 
amendments during the year.  

3.2 Factor B – number and frequency of administrative requirements to comply 

Country ratings for Factor B are set out in Table 6 (Country Ratings ï Number and 
Frequency of Administrative Requirements to Comply (Factor B), Appendix), while 
comments for each of the 10 indicators are provided below. 

3.2.1 Indicator B1: ease of registration 

The first indicator of complexity in administration, B1, rates the percentage of new 
taxpayers that registered electronically with a five-point scale that considered 
compulsory electronic registration as a 1, and paper and or attendance at a tax office in 
person to register as a 5. Jurisdictional responses to this indicator were markedly 
different with Egypt, Germany, Italy, and South Africa all stating that electronic 
registration was required, while China indicated that paper/in person registration was 
required. Other jurisdictions generally noted that most taxpayers chose to register 
electronically.  
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Half of the jurisdictions surveyed stated that more than 10 per cent of taxpayers were 
subject to verification actions each year, but this did not result in consistent ratings in 
terms of the percentage that resulted in disputed assessments. In some jurisdictions, such 
as China and the United States, more than 10 per cent of taxpayers were subject to 
verification actions but less than 5 per cent of those actions resulted in disputed 
assessments. The opposite was true of Hong Kong where less than 5 per cent were 
subject to verification actions but that resulted in more than 10 per cent disputed 
assessment. For indicator B10, six jurisdictions had cooperative compliance programs 
while four did not.  

3.3 Factor C – revenue body capabilities in meeting taxpayers’ service and compliance needs 

Country ratings for Factor C are set out in Table 7 (Country Ratings ï Revenue Body 
Capabilities in Meeting Taxpayersô Service and Compliance Needs (Factor C), 
Appendix), while comments for each of the seven indicators are provided below. 

3.3.1 Indicators C1-C4: online services 

Indicators C1 to C4 consider the revenue bodyôs online services to aid taxpayers in 
meeting their obligations. Indicator C1 considers the quality of the revenue bodyôs 
website for CIT generally with a qualitative five-point rating of 1 for excellent through 
to 5 for non-existent. Indicator C2 then rated the percentage of CIT payments made 
directly through the revenue bodyôs online payment facilities rather than third party 
facilities. Indicator C3 rates the percentage of taxpayers using the revenue bodyôs online 
filing facilities to file CIT returns. Finally, indicator C4 rated on a five-point scale, from 
excellent through to non-existent, the quality of the revenue bodyôs online transaction 
services for additional services such as clarification requests, extension filing requests, 
and advanced ruling requests.  

All jurisdictions considered the quality of the revenue bodyôs website to be at least 
reasonable, with several rating the service as good and New Zealand rating the service 
as excellent. No jurisdiction rated the quality of the website as poor or non-existent. The 
percentage of payments made directly through the revenue bodyôs online payment 
facilities varied significantly between jurisdictions. Half the jurisdictions stated that 75 
per cent or more taxpayers used the direct facility, while Japan and New Zealand stated 
that less than 25 per cent did so. In terms of online filing facilities, Hong Kong was the 
only jurisdiction to not have an online system, while eight of the 10 jurisdictions stated 
that 75 per cent or more taxpayers used such a system.  

3.3.2 Indicator C5: phone services 

Indicator C5 specifically asked about the quality of the revenue bodyôs phone enquiry 
service, including response times and the standard of advice. The indicator defined 
quality of the revenue bodyôs phone service as the ease with which taxpayers are 
generally able to make phone contact with a relevant tax official and that official 
typically provides reliable and relevant advice in a courteous and timely manner.  

Jurisdiction responses to the quality of phone services were mixed. Only Hong Kong 
and Japan rated the services as excellent, with New Zealand and South Africa rating the 
services as poor. Most jurisdictions rated phone services as adequate.  
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Table 8: Country Ratings - Monetary Costs/Benefits Associated with Compliance (Factor D) 

Country 

Monetary costs/benefits indicators  
(* denotes use of default indicator) 

Total 
score 
(min. 

score = 
3, max. 
score = 

9) 

Normalised 
weighting 

Normalised 
weighted 

score 

1 2 3 
Time 

required 
for 

revenue 
body to 
process 

CIT 
refunds 

Payment 
of interest 
on delayed 

funds 

Does 
revenue 

body 
charge 
fees for 
private 

tax 
rulings 

Australia 1 1 1 3 14.4% 0.433 

C n 1 1 1 3 14.4% 0.433 

ˢerלan q 3 q ä 14.4% ` `c >ur`> %er 

2 

0es ˯v"ccl
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Table 9: Summary Scores and Compliance Burden Index 

Country 
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against comparative data to ascertain the reliability of the compliance burden 
classifications. The best available data for this exercise is the PwC Paying Taxes 2020 
report which formed part of the World Bankôs Doing Business study.28 This report ranks 
the ease of paying taxes across 190 jurisdictions and includes data up to and including 
2018.29 The Paying Taxes indicator consists of several components, the most relevant 
of which for our validation purposes, is the ótotal time to complyô which is expressed in 
hours.30 This is disaggregated into the time to comply for the three major tax types being 
CIT, labour tax and consumption tax.      

A comparison of the findings of the pilot study and the ótime to complyô data is provided 
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Appendix Table A: Survey Form (As Used in the Prototype Pilot) 

 

CORPORATE INCOME TAX 
Compliance Burden Indicators – Rating Sheet 

(Record a single rating for each indicator as it relates to the country’s CIT for the 2019 fiscal 
year (pre-COVID-19)) 

 
General Note 
1. Definition of Corporate Income Tax (ñCITò) 
This compliance burden diagnostic tool adopts the definition of CIT in the OECDôs Revenue Statistics 
database.  In particular, CIT refers to income tax that is levied on the entity, not on the individuals who 
own it.  For instance, taxes paid on the profits of partnerships and the income of institutions, such as life 
insurance or pension funds, are classified as CIT if they are charged on the partnership or institution as 
an entity.  In these cases, the term ñcorporationò in this rating sheet includes these kinds of entities. 
 
2. Comment sections 
As CIT regimes are often complex and quite different among countries, it is impossible for this 
diagnostic tool to cover all possible features of the regimes that affect compliance costs. Please use the 
comment sections in this rating sheet to highlight any specific rules or features of your countryôs CIT 
regime that are not covered in the indicators, but have significant implications on the compliance burden. 
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Country  
Organisation  
Completed by  
Email contact  
Phone number  
Other organisations who 
assisted with completion  

1) Ministry of Finance: Name and email address 
2) Revenue body: Name and email address 
3) 
4) 
5) 

 
 
A.  Compliance Burden from Core Elements of CIT Policy 
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Compliance burden indicators 
Relevant 
rating  

A5. The CIT regime has the following special CIT regimes which simplify tax 
computation and compliance:  

1. One regime (e.g. small business or group tax regimes) 
2. Two to three regimes 
3. More than three regimes 
4. No simplified regimes exist 

Please list the regimes: _______________________________________ 

☐ 1 

☐ 2 

☐ 3 

☐ 4 

A6. Percentage of taxpayers using the special CIT regimes identified in Question A5, 
which simplify tax computation and compliance: 

1. 
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Compliance Burden Indicators 
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Table 6: Country Ratings - Number and frequency of Administrative Requirements to Comply (Factor B) 

 Administrative requirements indicators (* denotes use of default indicator) 

Total 
score 
(min. 

score = 
14, max. 
score = 

38) 

Normalised 
weighting 

Normalised 
weighted 

score Country 

1 2 3 4 5 6 7 8 9 10 
% New 

taxpayers 
reg’d 

electronic
-ally 

Freq’cy 
of CIT 
return 
filings 

Freq’cy 
of CIT 

payments 

% 
Taxp’rs 
required 
to make 

CIT 
payments 

Inform’n 
required 
for a CIT 

return 

% 
Taxp’rs 
required 
to submit 
addit’nal 
documen

-tation 

Records 
retained 

% 
Taxp’rs 

subject to 
verific’n 
actions 

each year 

% 
Verific’n 
actions 

that result 
in 

disputed 
CIT 

assessm’ts 

Existence of 
cooperative 
compliance 

program 

Australia 2 1 3 3 2 2 2 2 2 1 20 26.5% 5.309 

China 5 1 3 4 1 1 3 3 1 1 23 26.5% 6.105 

Egypt 1 1 2 4 3 4 2 3 3 2 25 26.5% 6.636 

Germany 1 1 3 4 2 4 3 1 2 2 23 26.5% 6.105 

Hong Kong 3* 1 2 4 2 2* 2 1 3 2 22 26.5% 5.840 

Italy 1 1 2 4 3 2 2 3 3 1 22 26.5% 5.840 

Japan 3* 1 2* 3 2* 4 2 1 1 1 20 26.5% 5.309 

New Zealand 2 1 5 4 3 4 2 1 2* 1 25 26.5% 6.636 

South Africa 1 1 2 4 3 4 2 3 3 2 25 26.5% 6.636 

USA 2 1 3 4 4 1 2 3 1 1 22 26.5% 5.840 

Mean 
Score 

          23  6.026 

  




