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A ninety-day declaration window is open

On 24 July 2026 the Ministry of Finance and the State Taxation Administration published Announcement 2026 No. 21 on individual income tax on
offshore trusts. STA Announcement 2026 No. 15, covering its administration, was issued the same day. Both took effect on publication.

China now taxes a resident individual’s offshore trust at 20%. The charge falls on funding it, on its income whether or not distributed, and on winding it
up. A 90-day window closing on or about 22 October 2026 allows historic unpaid tax to be declared free of late-payment surcharge.

Of the 2026 developments covered here, this one carries the shortest timeline. The filing obligation falls on the individual taxpayer. It rests with those
who are PRC tax residents and who settled an offshore trust from 1 January 2023 onward.

Not legal advice and not tax advice

What the rules do

Scope is defined by substance

An “offshore trust” is a trust established under foreign law or any other
foreign legal arrangement that substantively performs a trust function
without being called a trust. Foundations are included. Ordinary financial
products issued by regulated banks, insurers, securities firms and fund
companies to unspecified clients, where the issuer bears the risk, sit
outside the definition (Art. 1).

NOTE. On its terms that exclusion stops short of a bespoke arrangement
established to hold a single family’s assets. Whether a particular wrapper
or foundation falls inside it is a question for qualified tax counsel in the
relevant jurisdiction.

Three taxable events, all at 20%
ON FUNDING. A resident settling property into an offshore trust is taxed
as if on a property transfer: market value at settlement, less original cost

and reasonable expenses (Art. 3). Cost base then steps up. Settlement is
a realisation event.

DURING THE TRUST’S LIFE. Income of the trust and of offshore
entities it holds, controls or manages is taxed to the resident annually,
whether or not it is distributed (Art. 4). Full look-through.

ON TERMINATION, EMIGRATION OR DEATH. Liquidation gain is taxed
as investment income (Art. 5). A resident becoming non-resident triggers
an exit charge on the trust's unrealised gain at that date, plus all prior
unpaid tax (Art. 6). On death with non-resident succession, the trustee or
its designated domestic institution files and pays (Art. 7).

Provisions of particular note

Running costs stay inside the tax base

Trustee remuneration, trust management fees, legal fees and investment
advisory fees are expressly non-deductible (Art. 4). Property-transfer
losses expire where they arise, and the two income categories stand
separate. The tax base is therefore materially wider than a client’'s own
economic return.

A foreign passport leaves residence intact
An individual holding foreign nationality, or long-term or permanent
residence abroad, may still be treated as a domiciled Chinese tax resident.

The test is whether their main economic interests remain in China (Art.
11). Emigration on its own leaves the exposure open.

Benefits routed around the client still count

For non-resident-settled trusts, deemed distributions to a connected
resident arise in four cases (Art. 12). Where trust property secures or
guarantees that resident’s debt, or lends to them, and remains outstanding
at 31 December. Where expenses are paid or reimbursed for them, or
trust property is used free or at clear undervalue. Where value passes
through a third party. And where any of this benefits their related parties or
controlled entities.

Control is set at 25%

An offshore entity is controlled at 25% of equity, votes, units or beneficial
rights, multiplied through layers, with any intermediate layer above 50%
counted as 100%. Substantive control over funds, operations, trade or
distributions also qualifies (Art. 14). Entities are caught where passive
income exceeded 50% of profit, or where substance tests on staff,
premises and accounting fail (Art. 13).

Mixed settlors: the resident takes it all

Where a resident and a non-resident settle the same trust, it is deemed
wholly settled by the resident (Art. 9). Two residents apportion by value
contributed.
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Where tax arises across the life of a resident’s offshore trust
MOF/STA Announcement 2026 No. 21. All charges at the 20% individual income tax rate.
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1 - Funding

2 - Life of the trust

3 - Exit - Termination - Death

a a N
Property transfer income Taxed annually, whether Liquidation gain as
Market value less cost or not distributed. investment income.
and reasonable expenses Look-through to controlled Exit charge on ceasing
offshore entities residence
Cost base steps up Costs stay in the base On death, trustee files
. v . J . v

Running through all three stages

Deemed residence where main economic interests remain in China (Art. 11) - deemed distribution
of indirect benefits (Art. 12) - control at 25% through layers (Art. 14) - foreign tax credit (Art. 10)

Source: Ministry of Finance and State Taxation Administration Announcement 2026 No. 21, 24 July 2026, articles as marked. Rate is the 20% individual income tax rate applicable to property transfer income and to
interest, dividend and bonus income. The diagram is our reading of the announcement and stands short of tax advice.

Filing mechanics

STA Announcement 2026 No. 15, issued the same day, sets out
administration. It matters operationally because it determines what clients
will ask their bank to produce.

Where

The competent authority is that of the registered place of the main
domestic operating enterprise connected to the property settled. Failing
such an enterprise, it is the authority for the location of the taxpayer’s
domestic property or habitual residence.

When

Event Deadline

Resident settles property 1 Mar — 30 Jun of the following year

Non-resident settles property Within 15 days of the following month

Annual, during the trust’s life 1 Mar — 30 Jun for the prior year

Resident receives distribution from 1 Mar — 30 Jun of the following year
a non-resident-settled trust

Termination 15 days from the month after liquidation
completes; day 60 deemed completion if

unfinished
Ceasing residence Within 15 days of the following month

Death Trustee or designated domestic institution, within
15 days of the following month

Within 90 days of 24 July 2026, on or about 22
October 2026

Historic catch-up

Instalments over up to five years are available on termination and on death, by prior filing with the tax authority, where
payment presents difficulty.

Documentation required on filing

Announcement No. 15 prescribes five forms and a documentary schedule.
Residents file the annual self-assessment return (Form B) with an offshore
trust tax detail schedule and an offshore trust annual report. Non-residents
file Form A with the same two schedules.

ON A FIRST FILING, THE TAXPAYER MUST ADDITIONALLY ATTACH
the trust deed or documents of equivalent effect, an itemised list of the
property settled, the trust's organisational structure, and other trust-related
information.

AND FOR PRE-EXISTING TRUSTS, the first filing must include the
annual report form for the year the trust was established and for 2025,
together with the trust’s financial statements for every historical year.
That provision reaches back across the whole life of the trust.

OPERATIONAL CONSEQUENCE. The documentary burden falls to the
taxpayer. The records it calls for (multi-year statements, structure charts,
distribution histories, deed copies) are typically held by the institutions
servicing the structure, and the filing deadlines are fixed.

Three questions therefore arise on the firm’s side. Whether full-history
statements for the relevant structures can be produced within the
deadlines, and who signs them off. What the position is where the firm
acts as custodian and stands outside the trusteeship. And where the line
runs between producing a client's own records and advising on their tax
position. The third is a Legal & Compliance question, ahead of an
operational one.

this document may since have changed.
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Reading the timing

The sequencing is deliberate. Verification thresholds in January made small cross-border transfers traceable and extended record retention to ten years.
The May rectification campaign closed the low-cost offshore brokerage channel. July brought outbound investment under a single State Council
regulation reaching resident individuals for the first time. And on 24 July the trust rules attached a tax liability, with retrospective reach to 2023, to the
structures that hold the assets.

The sequence runs from traceability to channel closure, then to filing obligations and finally to taxation, with each step depending on the one before it.
Practitioner commentary circulating since publication makes the same point from the other side. The announcement is explicitly built on two years of
effective recovery of offshore tax through the common reporting standard, and anticipates the next iteration of it. The direction of travel for offshore
insurance is being read the same way.

The 2026 sequence
Filled markers are effective dates. Hollow markers are deadlines that fall due.

2026

rectification campaign closes 22 May 2028 —

1 2 00—00

Jan Mar May Jul Sep

. 1 Jan. Verification required on outbound transactions above RMB 5,000 / USD 1,000. Record retention extended from five years to ten.

‘ 1 Feb. Revised CIPS rules take effect, tightening cross-border renminbi management.

. 22 May. CSRC Notice [2026] No. 28, eight ministries. Two-year rectification campaign opens. SFC and HKMA parallel notices the same day.

. 1 Jun. State Council promulgates the Provisions on Outbound Investment (adopted 17 April, 83rd Executive Meeting).

. 1 Jul. Provisions on Outbound Investment take effect. Q3 is the first data quarter to reflect them.

. 24 Jul. MOF/STA Announcement 2026 No. 21 and STA Announcement 2026 No. 15 on offshore trust individual income tax. Effective on publication.
7@ =22 Oct. 90-day surcharge-free window for historic offshore trust tax closes.

BO 22 Nov. Deadline for Hong Kong institutions to close dormant zero-balance accounts.

® Effective date O Deadline falling due
Sources: Ministry of Finance; State Taxation Administration; State Council (gov.cn); CSRC; SFC; HKMA; PBoC. Items 3 and 4 are issuance dates. The remainder are effective dates or deadlines. The 22 October date is
our computation of 90 days from 24 July 2026 and should be confirmed against the authority’s own reckoning before anyone relies on it.
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The Provisions on QOutbound
Investment

Promulgated 1 June 2026, effective 1 July 2026. Provisions of the State
Council on Outbound Investment, signed by Premier Li Qiang, adopted at
the 83rd Executive Meeting of the State Council on 17 April 2026. Thirty-
four articles. The first unified State Council-level framework, ranking above
ministerial rules, covering enterprises, other organisations and
resident individuals.

ANCHORING. It is grounded in the Law on Foreign Relations and the Law
on Foreign Trade. That frames outbound investment as an instrument of
foreign relations and national security, ahead of commercial activity. The
statutory base drives everything else in the text.

SCOPE (ART. 2). Deliberately broad: direct and indirect acquisition of
ownership, control or management rights in overseas enterprises or
assets, including through financing and guarantee arrangements. It
reaches investments routed through offshore holding structures, Cayman
and BVI intermediaries included, and Article 32 expressly brings Hong
Kong, Macau and Taiwan within the framework.

EXPORT CONTROLS (ART. 13). Fuses the outbound investment and
export control regimes. Prohibits transfer of controlled items via
secondment of technical personnel, cross-border training or technical
guidance.

SECURITY REVIEW (ART. 15). NDRC and MOFCOM may review
outbound investments and related asset and equity disposals affecting
national security. Cooperation is mandatory. Non-compliance attracts
fines, exclusion from outbound investment for up to three years, and
compulsory disposal. Sector scope and thresholds remain
unpublished, which leaves this a live execution risk.

COUNTER-SANCTIONS (ARTS. 23-25). Incorporates the Anti-Foreign
Sanctions Law designation mechanism and adds import and export
prohibitions, restrictions on investment into China, transaction bans, and
cancellation of entry or residency rights. These apply to entities controlled
by, or that participated in establishing, a primary target.

ENFORCEMENT. Fines to 10%. of investment amount, confiscation of
gains, three-year market exclusion, personal fines of RMB 20,000—
100,000 on responsible individuals, plus civil and criminal exposure.

The headline and the reality point opposite ways
China outbound direct investment, Q1 2026, US$bn, with year-on-year change

+8.9%
-6.1%

Non-financial,

8.8
Belt & Road “0.9%

0 10 20 30 40 USSbn

Source: EY China Overseas Investment Network, on MOFCOM and SAFE basis, Q1 2026. Belt & Road
non-financial ODI is a subset of the non-financial figure, shown at reduced opacity to indicate nesting.
Green marks a rise over the year, bright red a fall
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Two developments carried forward
January: verification thresholds

From 1 January 2026, banks must verify remitter information on any single
outbound transaction above RMB 5,000 or USD 1,000 equivalent.
Retention extends to ten years. CIPS rules were revised from 1 February.

NOTE. The threshold sits below the level at which a transfer would
ordinarily be regarded as significant. Funding histories are therefore
reconstructible from the PRC side, and the ten-year retention makes that
visibility retrospective.

May: the rectification campaign

CSRC Notice [2026] No. 28, 22 May 2026, eight authorities jointly,
running two years to 22 May 2028. Prohibits online marketing to mainland
residents, unlicensed account opening and service, and activity
constituting operating within mainland territory. That extends to ancillary
activity such as mainland-facing customer service and technical support.

Permitted: existing clients where onboarding was clean; new accounts
where the mainland resident attends in person offshore and declares
offshore source of funds. Same-day SFC and HKMA notices require
closure of accounts opened on suspicious documentation since January
2023, and of dormant zero-balance accounts by 22 November 2026.

STRUCTURAL OBSERVATION. Enforcement is concentrated on
unlicensed platforms that offered mainland residents low-cost offshore
market access. The framework leaves licensed institutions serving
Chinese-speaking clients established outside the mainland outside the
campaign’s target scope.

Where the deals went
Announced Chinese outbound M&A by destination, Q1 2026, US$bn

Latin America - 06 -68%
0 1

@ Rising @ Falling
Source: EY China Overseas Investment Network, Q1 2026. Percentages are year-on-year change in

value. Asia is above 40% of transactions by count against 23% of value. The top ten destinations took
91% of total value.

3.8 +37%

2 3 4 5

this document may since have changed.
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Sector classification and named transactions

Sector Value YoY Named transactions sourced

Mining & Metals US$6.17bn >+1000% Allied Gold Corporation (Canada, TSX: AAUC), acquirer Zijin Gold International. Announced Jan 2026 at
C$5.5bn. Assets: Sadiola (Mali), Bonikro and Agbaou (Céte d’Ivoire), Kurmuk (Ethiopia). Arrangement
agreement terminated 29 July 2026.
Brazilian gold portfolio, acquirer CMOC. US$1.015bn. Diversification beyond a copper-dominated base.

Financial services n/d n/d Reported as the single largest outbound transaction of the year to date on the Mergermarket basis. Target
unidentified in the sources reviewed.

T™MT n/d n/d Five of the twenty largest outbound transactions announced year to date. Individual targets unidentified in
the sources reviewed.

Advanced manufacturing & n/d n/d 21% of transactions by count. Individual targets unidentified in the sources reviewed.
mobility
Consumer products n/d n/d Momentum reported in brand acquisition and channel integration. Individual targets unidentified in the

sources reviewed.

Sources: EY China Overseas Investment Network (sector values, Q1 2026); Allied Gold Corporation press release of 29 July 2026 and Form 6-K; Rhodium Group China Cross-Border Monitor; basis co y. n/d = no value in the
sources reviewed. This is the set of named targets that could be sourced to a company release or a named research provider, and it stops short of a complete transaction list. Deals reach this table on a sourced release alone.

What the figures show

All of this predates the Provisions, which took effect on 1 July. Q1 2026 is the baseline against which their impact will be read. The first quarter to show it is
Q3, reported in October.

FEWER DEALS, MUCH BIGGER ONES. Announced outbound M&A rose 14% in value to US$12.5bn while deal count fell 28% to 84 transactions, a new
quarterly low in close to a decade. Count at a decade low while value rises is characteristic of a permission-based regime: where approval is uncertain
and costly, smaller transactions cease to be worth attempting. Ninety-one percent of value concentrated in ten destinations fits the same reading.

ONE SECTOR ACCOUNTS FOR ROUGHLY HALF THE TOTAL. Mining and metals at US$6.17bn, up more than tenfold, is concentrated in gold and
copper assets held outside China. Set against Brent up 59% year to date, the pattern reads as a hunt for input security.

THE ZIJIN-ALLIED GOLD OUTCOME IS THE QUALIFICATION TO ALL OF THE ABOVE. The single transaction that drove the sector, and on the
Rhodium basis the one that dominated Q1 outbound activity, failed to close. The parties terminated on 29 July, stating that the closing conditions had no
reasonable likelihood of being satisfied by the outside date. They replaced a C$5.5bn acquisition with a US$295m subscription for approximately 9.2% at
C$32.55 per share, a premium to market. The release leaves the specific regulatory ground unstated. The observation to carry is narrower than the
headline: announced value and completed value are diverging, and Q1 announcement figures overstate what actually transferred.

ASIA IS DOWN 43% BY VALUE WHILE REMAINING ABOVE 40% BY COUNT. Chinese capital continues to transact across Asia frequently, in small
tickets. Small tickets point to the private-client and family-holding segment, away from the state-champion segment. That is the segment on which the trust
announcements described on page 1 now bear directly.

ON THE DATASETS. Three series cover this quarter and all three disagree. EY reports announced outbound M&A at US$12.5bn. Rhodium Group reports
overseas purchases at US$9.6bn, the highest since early 2021 and a fifth consecutive quarterly rise. A Mergermarket basis reports US$17.4bn, the
strongest first quarter since 2021. The differences are of inclusion rule, and the underlying facts agree. Figures here are on the EY basis throughout, and
the three series stay separate.

Three questions for the October release

Whether deal count falls further under a security review with unpublished thresholds. Whether the newly in-scope resident-individual limb appears in the
data. There is no historical series, so its first appearance would bear directly on private banking. And whether the non-financial decline steepens, widening
the gap between the headline and the underlying flow.
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