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Issue 95, August 2026 

Navigating the controversy: How China’s VAT reform is reshaping global 
indirect tax 

In EY’s article, How China’s VAT reform is reshaping global indirect tax, China's evolving VAT 
framework illustrates the growing tension between greater alignment with international VAT practices and 
increased regulatory scrutiny. As China modernizes its indirect tax system, businesses are facing new 
compliance expectations driven by real-time reporting, digital tax administration and data-led enforcement.  

The reforms form part of a broader global trend toward digitalized tax administration, alongside 
developments such as e-invoicing mandates and VAT reforms in other jurisdictions. As tax authorities gain 
access to more timely and granular data, the potential for audits, enquiries and disputes heightens, placing 
greater demands on data accuracy, governance and operational readiness. 

Against this backdrop, multinational businesses are being challenged to move beyond a traditional 
compliance-focused approach and adopt more integrated tax, finance and operational processes. As 
transparency increases, robust controls, high-quality data and effective documentation will be critical to 
managing tax risk and navigating an increasingly complex controversy landscape.  

For more insights, read EY’s article How China's VAT reform is reshaping global indirect tax. 
 

Previous editions:  

► Issue 94: Global trade functions are entering a new era of controversy risk 

► Issue 93: Rethinking Tax Operations: Why co-sourcing is transforming compliance and controversy 
management 

► Issue 92: ATO signals “Business as Usual” on IP Challenges Post PepsiCo: Controversy risks remain 
high 

► Issue 91: Wondering how changing global tax policies will impact your business? 
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Register for EY Tax News Update: Global Edition 

EY Tax News Update: Global Edition is a free, personalized email subscription service that allows you to receive EY Global Tax Alerts, newsletters, 
events, and thought leadership published across all areas of tax. Access more information about the tool and registration here. 

 

 

 

EY  |  Building a better working world 

EY exists to build a better working world, helping to create 
long-term value for clients, people and society and build trust  
in the capital markets.  

Enabled by data and technology, diverse EY teams in over  
150 countries provide trust through assurance and help  
clients grow, transform and operate.  

Working across assurance, consulting, law, strategy, tax and 
transactions, EY teams ask better questions to find new 
answers for the complex issues facing our world today. 

EY refers to the global organization, and may refer to one or more, of the member 
firms of Ernst & Young Global Limited, each of which is a separate legal entity. Ernst 
& Young Global Limited, a UK company limited by guarantee, does not provide 
services to clients. Information about how EY collects and uses personal data and a 
description of the rights individuals have under data protection legislation are available  
via ey.com/privacy. EY member firms do not practice law where prohibited by local 
laws. For more information about our organization, please visit ey.com. 

© 2026 EYGM Limited.  

All Rights Reserved. 
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ED None 

This material has been prepared for general informational purposes only and is not intended to 
be relied upon as accounting, tax, legal or other professional advice. Please refer to your 
advisors for specific advice. 
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