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The Just Cause of Evident Low Tax Basis and Its Burden of Proof
Hou Zhuo

Abstract: "Tax Administration Law" article 35, paragraph 1, item 6 states that whenever the tax basis is evidently
low without just causes, the tax authority has the power to adopt the constructive taxation. However, the law does not
stipulate under which circumstances may the tax authority be prevented from adopting this method. While normative
documents of tax administration does enumerate some causes, but there are still some defi ciencies in reasonability,
precision as well as comprehensiveness, and the inconsistencies within the system also stands as a real problem. The
ambiguity of the law turned out as a drag for courts to review the adoption of constructive taxation in the process of
administrative adjudication. Nevertheless, it must be made clear that whether the taxpayer has a just cause concerns
the reasonableness of adopting the constructive taxation under the circumstance of evident low tax basis, due to the
fact that the court conducts a legality rather than reasonability review on it. As for the establishment of causes argued
by taxpayers, it mainly depends on life experiences. Since tax authority has no distinctive professional advantages,
there is no such thing as "respecting the professional juddgement of tax authority". When sorting out the possible just
causes, the corresponding burden of proof should be accurately allocated according to the approach of norms, which is
not only the premise for the court to comprehensively review the legality of constructive taxation, but can also call off
the necessity to directly decide whether the just causes can be established, thus there is no risk of infringing adminis-
trative autonomy.

Key words: Constructive Taxation; Evident Low Tax Basis; Just Causes; Normative Documents of Tax Adminis-

tration; Adjudication of Tax Law
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