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Indirect equity transfer refers to an equity transaction structure that the seller transfers the
equities of the shareholder of the target company instead of the equities of the target company.
Theoretically, with respect to such an offshore equity transaction without direct involvement of any

property in China, the income tax liabilities under the Chinese regime shall not be applied.

Indirect

equity transfer has been widely used for the purpose of circumventing the tax burden, which might
no longer be feasible based on the Circular of the State Administration of Taxation on Strengthening
the Administration of Enterprise Income Tax on Non-resident Enterprises’ Equity Transfer Income

(Guoshuihan [2009] No. 698).
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