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Abstract

Under the background of BEPS, countries are facing the pressure of tax revenue, and actively re-
spond to the tax avoidance behavior of multinational companies to protect the domestic tax base.
China has established the tax avoidance identification standard based on the principle of reasona-
ble business purpose through Article 47 of the Enterprise Income Tax Law, and refined the rea-
sonable business purpose through a series of departmental regulations and normative documents,
but there are still some unclear points, which need to be concretized by law enforcement and judi-
cial organs in individual cases. In The Children’s Investment Master Fund’s case, law enforcement
agencies ignored non-tax interest factors when identifying reasonable commercial purposes. The
judiciary adheres to the position of treasury doctrine and highly relies on the standards of tax au-
thorities, and the standards of judicial identification of reasonable commercial purposes are se-
riously absent. In Vodafone case, the Indian court respected the taxpayer’s freedom to trade, iden-
tified the reasonable commercial purpose from the overall perspective, and introduced the prin-
ciple that substance was more important than form in the subsequent legislation.
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Table 1. Before announcement 7, China’s standards for reasonable business purposes
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