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Abstract

Mixed financial instruments have a wide variety of types, rapid changes, and complex designs.
Usually, tax authorities find it difficult to make a reasonable judgment on the nature of their
stocks and bonds through legal forms such as contract terms. Moreover, domestic laws in different
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countries have different provisions for the qualitative analysis of mixed financial instruments.
These will all lead to the problem of mixed mismatches in financial instruments, which is also one
of the highly concerned issues in the BEPS action plan. This article elaborates on the principle of
financial mixed mismatch arrangements, defines the concept and main types of mixed financial
instruments in a standardized manner, and then lists the tax avoidance forms and their impacts of
mixed financial instruments. It summarizes the anti tax avoidance measures taken by countries
around the world in financial mixed mismatch. Finally, this article summarizes the experience and
proposes suggestions for anti tax avoidance in the mixed mismatch of financial instruments in
China, based on the national conditions. For deductible payments, dividend exemptions will no
longer be granted, and the deduction of dual resident status will be supplemented. We will active-
ly cooperate with other countries in taxation and establish anti tax avoidance linkage.
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Figure 1. Schematic diagram of mixed transfer operation mechanism
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Figure 2.Schematic diagram of hybrid financial instrument payment
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Figure 3. Schematic diagram of input mismatch arrangement
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