
Khorgos Launches Tax Evasion Probe into Film Companies 
 
Chinese netizens were in a tizzy over the “yin-yang contracts” scandal and 
accusations of tax evasion against actress Fan Bingbing. Beijing TV presenter 
and self-styled truth talker Cui Yongyuan had published photos of Fan signing 
two contracts for the upcoming “Cell Phone 2”, directed by Feng Xiaogang 
and produced by Liu Zhenyun. The separate agreements were speculated 
to avoid taxes by disguising her income. Investigations have been launched 
by local tax bureau at Wuxi, Jiangsu Province, where Fan Bingbing Workshop 
is located. 
 
The controversy quickly sparked a chain reaction. Khorgos, a desert outpost 
in China’s far west, began to investigate into the 1,600 registered film and 
media companies for tax evasion. 
 
Khorgos is a small Chinese city in easternmost of Xinjiang's Ili Kazakh 
Autonomous Prefecture on the border with Kazakhstan. With a population of 
78,000, the strategic land port between China and Middle Asia established the 
Khorgos Economic Development Zone to propel the economic development 
of Xinjiang. Cultural companies registered in Khorgos enjoy a corporate tax 
holiday for the initial five years, followed by another five years of tax 
incentives. The tax breaks have drawn numerous media and advertising firms 
to set up subsidiaries in the city. As of this day, a total of 1,600 relevant 
companies have been registered, among which many are headquartered in 
Beijing or Shanghai. Khorgos has been dishing out additional preferential tax 
policies, including VAT and additional tax refunds, as China’s new VAT rates 
became prevalent in 2016. An influx of companies from Beijing and Shanghai 
have seen setting camp in this city sprouting from barren dunes.  
 
LeTV established wholly-owned subsidiary Khorgos Leshi New Generation 
Culture Media Company Limited in Khorgos. The revenue totalled RMB 2.982 
billion and RMB 2.5 billion, and net profit RMB 170 million and RMB 330 
million, in 2016 and the first half 2017 respectively. In other words, the 
corporate has saved RMB 125 million enterprise income tax since 2016. 
Khorgos saw a 15% increase in GDP, with a government revenue of RMB 
2.522 billion in 2017, a rapid climb by 5.5 folds in five years.  
 
Khorgos tax authorities and Jiangsu tax bureau have launched tax evasion 
investigations into the practice of “yin-yang contracts” and business tax in the 
wake of the “Fan Bingbing scandal”, which has sent shock waves across the 
Mainland media industry.  
 
Dongyang in Zhejiang Province (where Hengdian is located), and Foshan of 
Guangdong Province (where the upcoming “Southern Film & Television 
Center” is located) have also announced tax incentives towards television and 
film enterprises following the Khorgos preferential tax policies. 
 
 


