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Direct and indirect credit
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. BVI Co. 4/RuifES

. HK Co. &

. Mauritius Co. & B ki
. Singapore Co.
. Canadian Co. &k
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Domestic tax rules in host country

ARIE [ A

> HhEBHE A

> 2008.1.1771 - FNEFEFTE MINEHIL Tl
HUSHL SRt - 2008421 1 H AT
NP3 S

Domestic tax rules in home country - (I)

BB (LX) BEE I E

> ﬂrl;l?%%ﬁ’ri&ﬁﬁik?)ﬁ?iﬂiﬂ, TEBF [E W] A B 40
TN
(a) No liability for tax ANfEBE
(b) Tax exemption B8 (77 S XL B )
(c) Tax on receipt basis £F i 21| F3E i FEBL
(d) Tax on as-earned basis 7F 7<i8 [E Bk N\ FH4E
B
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Singapore Ffiliz (%)

» Foreign source income is taxed if received in
Singapore; BT A BB 4ERL. [Section
10(1), SITA]

» Offshore dividend Income received in Singapore is
taxable but it is specifically exempted under domestic
Income Tax Act. 354N 8 BRI as TN BT Ik i ZEh B
B2 E A BTSRRI S B I RE . [Section
13(8), SITA] (ZCAE)E )

Singapore ¥/ (WA P E )

»>tax credit, including credit for tax paid on profit
earned at company level if Singapore equity in FIE
=>10% S4B HE KA (HERA) |, RS IR %
)k (FIE) #A=>10%, A EIFEFIECLHLAT
ANV ETEE (AR

Bi g5 fE BT LA 2 44

Tax residents are eligible for tax credits.
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Tax policy of foreign dividends in Singapore
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» Difference between tax credit and tax exemption

FAMEGR TR S BB ER

> G BT LA B A R O REANBLFT B4 (BFA R
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Mauritius & B >R Hy

> GBL1 BMAF: BEWAIZ15% R, HZEN
FEAB0% I, AR FZE3%.

» GBL2 KBUAT]: ANTAER (HA2, GBL2AT AW
DA B2 BB i s D

20

Canada fji& A (WA PrE)

» Dividend distributed by treaty country Co (FIE) is
exempted from income tax, if Canadian tax residents
own more than 10% equity in FIE. Indirect credit also
available

> 1 1B A F PR AR B

>URIEDEE AR (FIE) #ERHEIE10%, B ETEMm
SRS AL, A T AR .
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Canada fiiZA (E W)

» Dividend distributed by Non-treaty country Co.
W E B A FIRAR S

1. Taxed on receipt basis if foreign subsidiary earns
active income £ 45 BT FEIL [BIN KR 8% (i
B B RAERD

2. Taxed on as-earned basis if foreign subsidiary
earns passive income & F N & 75 7= 18 [ I A5 I 44850
(CFC, REWMEAEFR)

22

Hong Kong

> AN TAERL profit tax:  BEAFIAME B IR B4R
AT HERL

» HK tax system does not adopt resident principle;
Exception: taxation on shipping and air service
income FHEBHIA L JE NG, BB
FTASER A
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BVI 4 /R 5UHE B
> UEIRECHE A H B MNAMIESL

» BVI Co. has no power to carry on business with
BVI residents, and own any property situated in BVI

» BVI Co. can hold a leased property for use as an
office in BVI
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Dividends liable to tax and not liable to tax
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BT AR (Bl Kl —

> HZR 18 B E B Gs TR F e Bl, Fdnk
il “Bilipeil” 43K (tax sparing credit)
F LAFAEAT 5

> I EFH WS (dividends) 7EIC AR

{57 FE N LS5, R [ A B2 AR 2 2% 3
(S13(8)SITA) T LI, [HEfE)E 4]
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BBt AR N (Rl HIFoie —

> 5FWEANE, BN B A% B s AR 1)
BUSCEFE X GIrniE A A& THL% 2R
[2009]6985 3L Al RIS il
HEEEEEED |

> T X AR B ERAERE, Hin s w1 AE [ bR
GRS ZE R AT MRS 548 2 F] (conduit
Company).
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BBl AR I (Bl KIfFile =

> EWRAE CAUE RIAEE S, (HHIN A =4
O e RESH .
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FABBISCE 5 X (i) BITE AL
Exemption of foreign source dividends in
other tax jurisdictions

> 2 B SR it SEA T AT IS A SR A SR 4
(foreign dividend income) A& R 1l B A28 F]
il
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Bl E 5 X 72K
I. |Taxhaven Co. |AREEZEMBiIIE [ (BVI)
WERLHE A YRS

Il. | Semi-tax haven | g AR ERABY | (HK)

Co. g F GEEEZIT
F BB T AR hE, A
FAGEE:))
Ill. | Non-tax haven | GgZ it & (Singapore b/
Co. Canada &K/
Bz YN Mauritius & B3R 1)
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Comparison: tax haven Co and non-tax
haven Co

BEBLE AT | BBEA T B=%2
AL 2
Residence No No Yes ﬁq&m%igyjﬁa
jurisdiction (H1151)
JB N
Source Yes / No Yes Yes
jurisdiction (T4 504
R PN
Comprehensive No Yes (#i47) Yes
DTA 277 A
iz .
BUSCHh E T &E (1) B € 1 Zhag (1)
> HBRXELER (Avoidance of double taxation) > PETHE PR 5 R O BOSCA BER E 1
> R BICE S (Allocation of tax jurisdiction) Enhancing certainty in taxation for doing
> TEHMFFE (Avoiding discriminatory taxation) international business and cross-border
> Billfs BAZ# (Exchange of tax information) investment
Basic concepts — L8 F A HE & Scope of DTA & Ji 75 [

> Juridical double taxation vs. economic
double taxation A [F] 3548 X & AF A4 551 B
W E AR

> Direct credit HL#:41%

> Indirect credit [a]44% %

> Unilateral credit #2145 7 13k %

> Bilateral credit X2 #E

> Tax sparing credit Bl 1% 4

> Tax resident £ 55 & E

> Permanent establishment 7 5§11
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> This DTA shall apply to persons who are
residents of one or both of the contracting
states.

;ﬁ%ﬁwﬁiﬁﬁﬁ T E - J7 BRI T JE R

DTAEHEHE: Person fufE HAR AN 5N
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‘ HEFIL EHE (Malaysia Company) ‘

\ 4% #5447 (BVI Company) |

‘ 2B 5\ F (£ 5 L) (Cayman Company) ‘

‘ R B0 F (BVI Company) ‘

‘ SR EE B0 (BVI Company) ‘

‘ FigF (HK Company) ‘

‘ SE R (PRC Company) ‘
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alfredchan@kkchan-cpa.com.hk
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