WWW.pwcen.com

%?&ﬁ@&ﬁ*@ﬁw
) 788 B SE 4% o3 i 5 WL &2

Prac

tical Analysis and

Insights into Chinese Taxes
on Investment Exits

BT/ DHPHRLEER

20117F

A sequel to 2011’s Tax Panel Discussion




R RAFTEBIRESE B

Non-resident Tax Collection Information

2011F RN Glz#::5S

B &= A B IR 1025.912.7% 31.8%
Non residents withholding tax Rmb102.59bn

revenue

i B 2R P A5 ALl e A5 A 449.712.7t 63.6%
Dividend withholding tax revenue Rmb44.9bn

AL A1k T4 A MY Fr 15 A 88.71¢.7t 36.03%
Withholding tax on share transfer Rmb8.87bn

gain
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Failure Case in Shenzhen — Direct Transfer (1)

BEFORE AFTER - BBREREFEWRIL—FKAHE. FTEL
FfE2007F WL T HB AT, EMHE
HK & A HK$10,000, £ 5 ¥ & N
HK$100.
Shareholder HK Shareholder set up Cayman Co,

which in turn set up HK Co in 2007.
HK Co’s share capital was HK$10,000
with issued capital of HK$100.

Cayman Co

BB AT E2007FEHE —KRINAF,
TR 512514 % -

100% HK Co invested into PRC Co in 2007
and own 14%.

HK Co S o HFIIAFE20090FEH /MR ETT. 2010
FENBRREE, BBARE_LTY

Offshore S TR

Onshor PRC Co went IPO in Shenzhen Stock

Exchange. HK Co disposed its

PRC Co PRC Co holdings through secondary market

after end of lock-up period.
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Failure Case in Shenzhen — Direct Transfer (2)

BEFORE AFTER - BRAE “CHRETHER” HE
W, BEBWHERRIF. £l
HK BT MBI 120077 T -
Shareholder Tax Bureau did not approve

using the China-HK tax
arrangement and imposed tax of
Rmbi2m.

Main reason for failure:
- BBAFKNENES, &8
WH. 2B0RE. AREH
e MEFEEERER
HK CO’s registered capital,
0 operating scope, decision
Onshor making, personnel

PRC Co PRC Co composition and actual

operations

Cayman Co

100%

HK Co

Offshore
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Failure Case in Jiangsu — Indirect Transfer (1)

BEFORE AFTER .« BAMAH B S REBT
) AT EE49%EHNOpCo
Foreign )
Sharehold Foreign shareholder
AfeHOiCer invested 49% of PRC OpCo
100% 100% via HK Co.
HK Co HK Co - 2010F—H, BIREHERK
EEBTFARZiLAFZEK
Offshore I)'\l@%‘o
In Jan 2010, foreign
Onshore 6} o ’
497% 49% shareholder transferred
PRC PRC 100% of HK Co to US Buyer.
Shareholder Shareholder
PRC PRC

OpCo OpCo
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Failure Case in Jiangsu — Indirect Transfer (2)

BEFORE AFTER - FRERALE LA LLPRC OpColf)
ShITIRAN,  BLEEE PSR B 5% 5
F()reign fE20104E5H, 1EH1.73127TBK-
Tax Bureau imposed tax of Rmb173m
Shareholder in May 2010 on the basis that the
100% 100% transfer was a transfer of PRC OpCo

by its foreign shareholder to U.S.
Buyer. The HK Co was disregarded

HK Co HK Co in this case.
Offshore o RMFERRA:

Main reason for failure:
Onshore 49% o - BWAFLHET, BER. T
497% . TEME. TEELFE.

PRC PRC HK Co has not assets, no

personnel, no liabilities, no
Sharehc_)lder Shareholder other assets, no operations.

PRC PRC
OpCo OpCo
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Success Case in Beijing 1 — Direct Transfer (1)

Offshore

Onshore

HK Co

Other overseas
Investors

10%

“A” Share exit
AT E

PRC Co

Other PRC
investors

—FRILTHEHNERTESE T 20074
HEEBRIL—FERAF . XFHBAHE
I W % A 9 HK$10,000, 52 R % A&
NHK$10,000.

A USD Fund in Cayman set up a HK Co,
in 2007. HK Co’s share capital was
HK$10,000 with issued capital of
HK$10,000.

HB AT E2008FERFE —FIEAF,
FREAZ1810%.

HK Co invested into PRC Co in 2008
and own 10% approximately.

RINA FE 2010 FFIINERZ B £ .
201 FIENBRRE G, BBATIE R
T IRFR AT o

PRC Co went IPO in Shenzhen Stock
Exchange. HK Co disposed its
holdings through secondary market
after end of lock-up period.



R —E

<. 1
il
AR .

e ik

Success Case in Beijing 1 — Direct Transfer (2)

Offshore

Onshore

HK Co

Other overseas
Investors

10%

“A” Share exit
AT E

Other PRC
investors

PRC Co

BEHIRAAE T FHA T E 2B E
FRBREE, FBARBRIELTAR
& B KRR B8 i .

Tax Bureau approved the application
for enjoying China-HK tax treaty
benefit and grant tax exemption
treatment to HK Co.’s capital gain.

BRI EEFER:
Main reason for success:
- FRTH SRS DA R A R
Strategy and management
- KBS T AR KRR AR
FEAith
Insightful technical knowledge
and rich practical experience
- BEBISHIRH REFHIEE
Sufficient communication with
tax bureau
- RAHISCE R R
Appropriate documentation
preparation
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Success Case in Beijing 2 — Direct Transfer (1)

<. 1
il
AR .

—FA T2 HNETESETHBVIT
REHOL T —HKBEWERAE .
A USD Fund in Cayman set up a HK Co
via its 100% subsidiary in BVI.

o BFWARERE—XFTEAF, FKE
BVI Co BN F25%.
HK Co invested into PRC Co and own
100% less than 25% equity.

HK Co o FUEAEER R E A F R
Ty, . REFMEIIET .
Offshore HK Co sold the equity of the PRC Co to
Buyers of Changsha, Beijing, Tianjin
and Shenzhen.

Onshore

Changsha
<25% 3

Beijing
Tianjin
Shenzhen Buyer

PRC Co PRC Co
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Success Case in Beijing 2 — Direct Transfer (2)

BVI Co
100%
HK Co
Offshore
Onshore
<25%
PRC Co

Changsha

Beijing
Tianjin
Shenzhen Buyer

PRC Co

BEHIRAAE T FHA T E 2B E
FRBREE, FBARBRIELTAR
& B KRR B8 i .

Tax Bureau approved the application
for enjoying China-HK tax treaty
benefit and grant tax exemption
treatment to HK Co.’s capital gain.

BRI EEFER:
Main reason for success:
- FRTH SRS DA R A R
Strategy and management
- KBS T AR KRR AR
FEAith
Insightful technical knowledge
and rich practical experience
- BEBISHIRH REFHIEE
Sufficient communication with
tax bureau
- RAHISCE R R
Appropriate documentation
preparation
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