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The Application of Tax Law on Transfer of Sale-Restrictive Shares

from the Perspective of Transaction Characterization

Teng Xiangzhi

Abstract: In different phases of the reform of share rights splitting, there are many tax is-

sues concerning sale-restrictive shares still under heated debating in the theory and practice

circle. On judging whether the consideration belongs to taxable income or not, whether one

should pay business tax on transferring sale-restrictive shares, who is the taxpayer when

transferring income acquired by transferring shares from corporate shareholders on behalf of

the individuals and what is the nature of the trust of the right to equity interests, the tax

authorities should insist on the principle of substantial justice , using transaction character-

ization and the principle of substantial justice to analyze these problems related to ascertain-

ment of the taxpayer, existence and true nature of tax object so as to realize fairness and

justice in the application of tax law.

Keywords: sale-restrictive shares; the application of tax law; transaction characterization;

existence and true nature of tax object
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