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Finland and international treaties

Finland is a member state of both the EU and the OECD.
Extensive network of tax treaties:

« One multilateral tax treaty concerning the avoidance of
double taxation on income and capital with the other
Nordic countries and almost 70 other such tax treaties.

« Half a dozen tax treaties concerning gift and inheritance
taxes.

Tax treaties take preference over the domestic tax legislation —
thus, for instance, income taxes are deemed to be assessed in
accordance with the domestic tax legislation if they are
assessed based on the applicable tax treaty.
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The relevance of the EU law

« Customs duties are based on the Unions Customs Code.

« There is substantial amount of domestic tax legislation which
is based on EU law.

* For instance, there are harmonized tax rules on value
added taxes and excise duties.

* There is also other domestic tax legislation which either
include some rules based on the EU law or which has been
influenced by the EU law.

+ Corporate Income Tax Act, Income Tax Act, Withholding
Tax Act efc.
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Taxes in Finland
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Provincial and municipal taxes

* There are currently no provincial taxes in Finland.

* There is no separate income tax act on municipal income
taxes.

+ However, corporate bodies and private persons pay municipal
tax and church tax along with the income tax to the state of
Finland.

« Forinstance, corporate bodies pay income tax rate at a
flat rate of 20 %, and the Tax Administration remits
these funds to the state of Finland, the municipalities
and the church.

« The same system applies to private persons, but the tax
rates are different ones.

» There are also municipal taxes, which are not based on
income (real estate tax & dog tax).
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Key Facts about the Finnish Tax Administration

The Finnish Tax Administration collects about
95 % of all taxes and tax-like charges in
Finland, Tax Gap in Finland is very low.

86 % of the taxpayers are satisfied with the
service.

4.9 million individual taxpayers.
640,000 corporate taxpayers.
310,000 VAT taxpayers.

9 Tax Offices and 6 Corporate Tax Offices and
LTO.

Number of Personnel: approx. 5,000.
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FTA yesterday, today, tomorrow...
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= 4,200 staff

= initiative taxation
= real-time taxation
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Pre-filled Tax Return

FINNISH TAX ADMINISTRATION

40,000,000

Annual Declarations

Businesses and enterprises
= Employers

= Pension Funds, Banks, Brokers

= Dividend payers, Wood buyers

Tax Return,
prefilled

5,000,000

Citizens - income

= Salary
= Pension
= Dividend

= Sales of shares
= Sales of wood
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eServices are gaining popularity

| Gl

VEROTOIMISTO

INTERNET

Letters:

20,000,000 letters
or written decisions

5,000,000 tax returns
4,600,000 tax cards

Visits to
local tax offices:

2012: 1,200,000
2014: 1,006,000
2015: 900,000
2016: 766,000

Incoming

calls handled:

2012: 3,300,000
2014: 2,800,000
2015: 2,700,000
2016: 2,248 805

Tax.fi:
17,000,000 hits per year

coverage of eServices:
2012: tax cards 37%
2014: tax cards 48%
2015: tax cards 53%
2016: tax cards 54%

2012: 41% of tax returns
2014: 46% of tax returns
2015: 49% of tax returns
2016: 53% of tax returns

Tax24:

Chat:
2016: 213,000

Submit a Question:
2016: 7,000




Tax litigation in Finland — general
comments




The court systems
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The constitution of Finland guarantees the right to a fair trial.
Judicial powers are exercised by independent courts of law.

There are two court systems — one for civil and criminal cases
and one for administrative cases (including tax cases).

The administrative system for the part of tax matters includes
the Board of Adjustment, the regional Administrative Courts
and the Supreme Administrative Court.

For the part of tax matters, the system was recently amended.
New rules are effective starting from fiscal year 2017.

+ Changes include among others shortening the time
period during which a demand for amendment has to be
made (income taxes etc.) and the use of the Board of
Adjustment also in cases concerning VAT.

ORKEIN HALLINTO-OIKEUS
OGSTA FORVALTNINGSDOMSTOLEN
HE SUPREME ADMINISTRATIVE COURT




New common tax litigation system (in force starting from January 1, 2017)

Advance ruling

Tax assessment / decision on tax liability (all taxes)

Demand for correction by either the taxpayer or the Tax
Recipients’ Legal Services Unit
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The parties in a tax case
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There are two parties — the taxpayer >< fiscus, which is
represented by the Tax Recipients’ Legal Services Unit.

» The unit is independent of the Tax Administration and it
oversees the rights of the tax recipients in taxation
matters and tax litigation.

The taxpayer is not obliged to use a barrister or other kind of
registered advocate — in fact many taxpayers represent
themselves in tax cases.

Both the taxpayer and the unit have the right to demand
adjustment to the tax assessment or other decision of the Tax
Administration.
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General comments on the procedure

« The procedure is based on written documentation.
» Electroning filing is allowed.

« Oral hearings are rerely arranged in tax cases. If an oral hearing is
arranged, it will be done by the adminsitrative court.

« Both the taxpayer and the unit can present additional evidence for the
Board of Adjustment and for the Courts.

« Information on tax litigation is not public.

« Thus, when courts publish their decisions on tax cases, the identity
of the taxpayer and related parties is not revealed.

« Quoted companies give information on their tax litigations in their
press releases, interim reports and annual reports due to the
obligations based on the security market law.
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The Board of Adjustment
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Board of Adjustment

« The Board of Adjustment has national authority.
+ Its work is divided into sections.

— Either regionally based or specialized according to function

(for example, taxation of individuals, corporate taxation
etc.)

-> uniform taxation, legal security, cost effective processes
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Structure of the Board of Adjustment

« 19 sections
* 19 chairmen, who are permanent officials;
e 74 members, who attend meetings &
* One secretary,
« Every section has its own members
— A section consists of a chairman who is a permanent
official
— and four other members who are appointed for a term of
five years.
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Jurisdiction

* The Board of Adjustment is independent in its decision-
making.

* This means that the Tax Administration has no right to order
that the Board shall decide a case in a certain way.
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Members

* The Finnish Tax Administration (general director of FTA)
appoints the members of the Board.

* The members are proposed by municipalities (one member)
organisations of different taxpayers groups (two members)
and FTA (one member).

— The member must be familiar with taxation and
— The member has to give his/her consent.
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Decision making

¢ Chairman and one member
— when effect to amount of tax is 6000 euros or less.

* Normally chairman and 4 members.

« |f members disagree, voting shall take place.
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Case presentation

« Tax official from Finnish Tax Administration
« presents and goes through the cases
« and doesn’t take part in the decision making.
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Cases annually

Appeals to Administrative Court
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Distribution of cases
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