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The Developments in Russia Thin Capitalization

Rule and Its Enlightenment to China
Cui Xiaojing and Pan Min

Abstract; The new Russian Thin Capitalization rules, which came into effect on January 1, 2017,
redefine the scope and exceptions of the rules. Combined with OECD Commentary and the recent
judgments of Russian courts, the possibility of foreign investors applying capital weakening rules has
increased. However, Russia’s approach to applying Thin Capitalization rules is not entirely reasonable and
does not fully address the potential conflict between its Thin Capitalization rules and bilateral tax treaties.
With reference to the development of the Russian Thin Capitalization rules and the problems that arise in
the process, considering its impact on China’s investors, on the one hand, China should learn from the
experience and lessons in the development of the Russian Thin Capitalization rules to modify and improve
China’s Thin Capitalization rules. On the other hand, China should actively take measures to make
targeted amendments to the tax credit rules to solve the double taxation problem faced by Chinese investors
after facing the application of foreign thin capitalization rules. At the same time, Chinese investors should
adjust their investment strategies in a targeted manner, and pay attention to the proportion of debts of
investment targets, and actively defend against relevant provisions in tax treaties when encountering thin
capitalization rules, and may also submit relevant cases to China’s tax authorities for relief.
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(WAEREE. FJRA)

- 116 -





