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1.l1s the gain from offshore indirect transfer taxable in China?

1. 3FE KRR 2 a1 ?

2.Howto assess ‘reasonable commercial purpose’?

2. 3NEFlr SRR B RY ?
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Where a non-resident enterprise indirectly transfers tJh'e
equity in a Chinese resident enterprise and other
properties in China through the implementation of a
scheme without a reasonable commercial purpose and
resulting in the avoidance of enterprise income tax
liability, such indirect transfer should be re-
characterized as a direct transfer of the equity in
Chinese resident enterprise and other properties in
China.
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PART 1

‘Equity in Chinese resident enterprise and other properties in
China’ shall refer to properties of an institution or establishment in
China, immovable properties in China, equity investments in a China
resident enterprise, etc. owned directly by the non-resident
enterprise and the gain derived by direct transfer of these properties
would be subject to enterprise income tax in accordance with the
provisions of the tax laws in China.
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The ‘indirect transfer of taxable properties in China’
shall refer to the non-resident enterprise, through the
transfer of the equity and other similar rights of an
overseas enterprise which directly or indirectly owns
taxable properties in China, generates the same or
similar substantive outcome as compared with a direct
transfer of taxable properties in China, including change
in the shareholder of an overseas enterprise resulting
from restructurings of the non-resident enterprise.

Bl R ik rp [ MBI ™, R E R B R ik H e
[B] B3 B MBI 7= SRS A B A S A R A 28, 724
5B & ik B N M F B AL LR A R IR 5y, BIETR
J& B ANV B4 5 B ANV R R R AR BT




PART2

How to assess ‘reasonable commercial purpose’?
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PART2

Whether the main value of the equity of the overseas enterprise is derived directly or

indirectly from Taxable Properties in China.
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Whether a majority of the assets of the overseas enterprise is
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directly or indirectly comprised of investments in China, or
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whether a majority of its income is direcﬂy or indirectly derived

from China.
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PART2

Whether the actual functions performed
and risks undertaken by the overseas
enterprise and its subsidiaries which
directly or indirectly hold the Taxable
Propertiesin China can substantiate the
economic substance of the corporate
structure.
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The existence duration of the
shareholders, business model of the
overseas enterprise and related
organizational structure.
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PA RTZ The information regarding whether

tax treaties or tax arrangements can

appiy to the income from indirect

The situation regarding overseas income tax payment for transfer of Taxable Properties in

the indirect transfer of Taxable Properties in China. China.

() e b rp [ R 77 2 2y TE S A M S )2 A b v [ BB P

TR BLE DL - fELE v [ AT 3E F A
Bl 2 HEE L

Whether the indirect investment or the indirect
transfer of the Taxable Properties in China by the
equity transferor can be substituted by a direct
investment or a direct transfer of the Taxable Other related factors.

Properties in China.
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THANK YOU!




