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Baofeng Technology: Tax Analysis about Removing VIE to
Return to be Listed on China Growth Enterprises Market

Abstract: Subject to strict limits on foreign investment from national industrial policy,
VIE (Variable Interest Entity) has been widely used by domestic Internet and
e-commerce companies for which to be listed overseas or obtain foreign financing.
Since Sina pioneered VIE to be listed on Nasdaqg in 2000, Tencent, Baidu, Jingdong,
Alibaba, etc. have been listed overseas in succession through setting up VIE. However,
with changes of macro environment between domestic and overseas capital market
along with the different cognition and valuation for Chinese enterprises among
investors from different market, the trend of removing VIE in order to be listed on
domestic capital market has been increasingly apparent in the past two years. Baofeng
technology is the first Internet company to remove VIE and successfully be listed on
China growth enterprises market and its record of 29 daily limit up in succession even
created an enviable legend for China concepts stock. Around Baofeng’s practice of
removing VIE and being listed on China growth enterprises market, the teaching case
introduced how to build and remove VIE and focused on the tax analysis involved in
the process of removing VIE, in order to provide suggestive references for those
propose to remove VIE in order to meet the listing requirement of domestic stock

market.

Key words: Remove VIE; Domestic stock market; Tax; Growth enterprises market;
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