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level exceeds 50%, the proportion shall be treated as 100% in computation. Reference: SAT Circular [J 200900 2
200.Calculation of Dividend Distributed by a CFC The deemed dividend income from a CFC attributed to its
Chinese RE shareholder in the current period shall be calculated based on the formula below: Income attributed to
a Chinese RE share-holder in the current period=amount of deemed dividend distributionx number of
shareholding days+ number of days in the controlled foreign corporation's tax yearx shareholding percentage In
the case of multilevel indirect share-holding by the Chinese resident shareholder, the shareholding percentage shall
be calculated by multiplying the percentage of shareholding at each level. Reference: SAT Circular [1 200901 2 201
.Qualifications for Profits Disregarded as Dividend Distributed by a CFC The profits not distributed or
under-dis-tributed by a CFC will not be treated as deemed dividend attribution to a Chinese RE shareholder, if the
Chinese resident shareholder can provide information to prove that its controlled foreign corporation meets one of
the following criteria: [ 100 Established in a non-low tax country [ re-giond designated by the SAT; [J 2

(0 Income derived mainly from initiative business activities; or [0 300 Amount of total annual profit is less than
RMB 5 million. Reference: SAT Circular J 200901 2
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