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This is the d w i ~ i m l  of the Adnl in i .qh l i~~  ,4ppc& Oflice in your c&e. A11 d n m m l s  R;we been retwncd Lo 
thc uffice that ariginslly dwided your case. Amy iilrlher inquiry must hc made to that officc. 
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+ A State of Lalif~mia SIalcrncnt by Domestic Stock Corpordtiun, Form 50-200 N!C, filed Februnry 22; 
2001. T k c  statement pi-o~idtd n d d r ~ s e s  ftnr Lhc pctitioncr's prlncipnl extxuti~c office as nrell as the 
n m s  and addrxsseii d l l l r :  ~;rrpuraliun's vilicus: directors, and agml. The statement p-ravidul n u  other 
infnrmatim. 

* A Year 2000 T m t d  h m u e  Service (IRS) Forrri 1 120 U.S. Ccqmration Tncomc 'l'ax Return fni- the wx 
year bemning Mamh 1, 2nW and cndkg Februqr 2X. 2001. 'I'he F m  1120 Sshdulc E revealed that 

owned 1UU percent of the T1.S. ~~tity's stock. The Fontl 1121) Scheduls K c t m l i m d  
that a s~ngle person wr clltity ow11cd directly or itldirec~ly 100 p'rcmt of the IJ.S, mtily's smck. Schedule 
K d ~ d  not, however, provide Ihc crwn~r's name. Additionally, Schedule K mdicated that the U.S. 
corporatian was, rrot a subsidiary in an affiliated g b u p  UT ,r par&-sub~idiary arrn~wllcd group. 

A ltgal ent@sc business license for the T d g n  mli1.y. The Lcense id en^ Acd the o>;ersms entiry as a 
[':hinose "stock wopemted ~ q o r a l i f i n ~ "  with capital of 35 million end w thc lcgal 
repmentntive. 

The director determined that the above inlormuon abou~ llic t~vo entines inadcquilte to estnblish a 
qru1if)rjngrelahonahp. Cmstqucmly, on O-bcr 27,2001, the dirtcilur issucd a notice oCinlz11i [lo d m y .  On 
.Tune 8, 2002, Ih_c: d i r w ~ r  agajn i m ~ d  a noticc 01 intent to deny. The prl<limcr did not reply to e i l h ~ ~  notice. 
Therefore, on Augwst 12, 2UU2, the director issued a dccisim based on the racnrd. 

The dirac~clr obwverL "Must irnnortantly, [the Y ~ T  2UOU Forn~ 13203' Sckdlrlc E . . . d c f i t ~ s  [hat an 
individual namcd oxvns IUO [pel-cent] of the 1J.S. Cqomtion 's  common stoclcs, not 
R.mgdou Group of China u claimed." The ditedor: t l~w,  cuncluded: 

' 1%~  U.S. entig is rimed hy (one) individual in the [United States], and a curpuration in 
China m v i > s  the foreign entity. TIIC rcourd dues not shOw thal the two companies arc: vwncd 
and controlled by ihc sarnc parent or individual, ur hat the two ccmpanics are o m e d  and 
contralled by the mme gmup individuals, each owning and cantrolling appwximately the 
same g h m  or p-roportion of each mity. There is no significmt cornmonali~ uwlmsl~ip 
that cxiat[s] beh-em Ihc: Uiiitcd States uld the hrrikg cnuties. Cnmmm c u n b ~ l  n u t  exisc 
for there to bc a qunhfymg relationship. 

This being thc GMG, the evidence does riot suppoit-the prliiiunm's claim that a subsidiary 
rnelaliunship cxists. Based nn the abovc cited orneehip nT sh~ck,  tlus Lnforn~eIim fhils to 
s~ilrport a f~ that both mgameauong art o w n ~ d  conml1ed by h e  s a m e  indiridwl vr 
by ~n idei1ticnl gro~rp of individuals who each own a prqm6~ilate~sl~ar-e oreach urgmization. 
Furtl~r, the evidcncc: &Is -to supprc a finding 1Rat an individual, ur identical group uf 
indi.rridrrals l m  effective d~,jjrve m defmclo conbol dhth or-hms. 

In a m ,  the dimlor c.wcludcd tllat the pelilinnrr has FdiIed to establish h a t  it w s  either a ~uhsirlimy or m 
affihate; ucordmgly, Ihc: direGtor denied the p~~ilirrn. 

On appeal, Ihc petitioner s~ibrnitted additiml cvidence to eskhlish its dairrl thnl i~ i z  h c  subsidmy of a 
Chinex urgauiration. Tlw t:uIrmillrd i ~ m  include: 
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r A Stnte of Cxlifornia, Cmnmjssirmcr O C  <:qwrdtions, Notice of Trxnsactiun Pursuant to Corporations 
Codt Swlioi 25302(f): Form260.102.14(~). The form stales lhal un July 8,20aC1, the petitinno u f f d  
8150,000 II-1 c o ~ l ~ r r ~ n r ~  stock Tor ~rionzy ccmdcxaliun. The AAO observes, hawewr, h i t  the form bwrs 
no Zhqxirimmt of Corpmtions fee pnid or receipt nuinbu shnps in the upper let1 cmcr uf  the forrn. 
The AAO further nolw 11.131 lhc sigt;ltrrre at the bottom of the form appcan to bc m origiaal, In hrm, 111r 
signaturn suggests that the fmu~ is an unfi ld,  oriiml dvcurnm t. 

:I Year 2001 Form 1121) for ths fax yew beginning h+irch 1, 2Wl nnd ending Fchuary 28, 1U02. 
Schedule K and F t m  5472 indicak that H o d o u  G~wup Nan Guu Enhrprisc Comnpmy n-fins at I c u ~  25 
percent of the petitinner's stock. Schedule K and Fonn 5472 do not state, hou?evm, wl~dher  o-tller entities 
own stmk in 1hc pctiliu-ter a114 if so, w h t  percentages, m w h ~ h e r  Hongdou Group Nan GUV 
Enkiprise C q a t ~ y  owns n ~majori~y w- 100 pcrccllt of tbe stock i r ~  the peLiLivnm. 

r M m h  15, 1993, minutes o f  the p t i ~ i m c r ' s  orgmkationril meeting. . The rninulcs authorized 1,500 shares 
uf common stock to Ie sold f ~ r  money cons ika l im UT $100 pcr share, The AAO rwtrv &at, ;iccurdmg 

to the minutes, the petitioner clwkd lo bc an S Corporation fnr incanle lux pu-pose5. F ~ w f h m ~ ;  thr 
AAO ohamvcs that the petitioner left several blanks on the f m ;  for w m p l e ,  the rnin~ltt-8 do nut spxify 
where the US.  entity r\i11 cnhblisli ily b a d  account. Similarly, although h c  b d  approved a pr.~rpusd 
Iurm o i  ycal uf the corp~ration, the minutes contain no sample of the 3ea1'8 ' i v ~ r d ~  aild f i y r e ~ .  

A stock transfer ledger rgmling \hat thc US. cntity transferred 1,500 sharca of stock fir  alunry 
c~1~idmtiu-n UI $15U,DOO to Hongdou Graup Nan Gur, Lnhp i se  Company m I'uly 8, 2000. T k  
~ridmce did not, hov-wr, contain a copy ol'sluck certificatz number one a~icsiing to this tmmactim. 

Thc -pctitioncr lllust yror~ide independent vbjcclivc: c . r i d a ~ ~ a  to r e s n l r ~  my htmis tencics  in the record. 
Failure tn ymr~ide R L I C ~  pnwC may c:ist doubt on the reliabili~y and sufficiency of the remaining e5idtme. 
M u t k ~  ufHol 19 l&N Dec. 5X2,591-2 (RIA 1985). Yurthermore, if CIS Tails im bclimx that n fact YLELL:~ in 
the pe~~t ion  is buc, CIS inay reject tllat fact. Swliun 27)4@) uf the Act, 8 U.S.C. $ 1154p); .wa rrdcn 
dnedekhad v. INS., 876 F.2d 1 21 8, 1220 (5th Cir. 1989): Lu-Aizn Buk~ry JAcpl 1 1 ~ .  ATeLrfizz,, 705 F. Supp, 7, 
10 (D.D.C. 1988); Sysmnim Gorp. V. IVS, 153 F. Supp. 2d 7, 15 (D.D.C. 2001). 

Tne e-videncc submitted on appeal, rather lhan vclnnfy questionable Cacls, suggests furthrr k t u d  
incoi~iskncies. Fo1' iastancc, thc March 15: 1998 minutes indicate thi~t the petitioner hnu s ~ u r c d  itself w a 
S u b c h p t ~ ~  S curpor~tion, To qualie aas a +ubcliaptcr S corporation, a ~wpu~utiun's shareholders musl bc 
irlllivid~ls, cshhs, ce1tai.n trusts, nr certain kui-cxernpt organizationq, ant1 &z corpor~tian may no1 haw any 
nm-resident sl im sharcholhs. Se-e Internal Revmur: Code, $ 136 l@)[lWO). A c q o m t i o n  is nnt cligibic 
tc, clwi S caporahon status If n foreig-ii c u r p m t i o n  onm it in my p ~ t ,  'I'lx petitioner clairr~s, hvsvuvu, to be 
thc s u b s i h y  of a foreikv curpuraliun and submitted Fmni 1120 for Years 20nD and 201) 1 rather than Fomi 
1120S, t1.X. Jncome Tgx &turn fm w S C:urporanon. Additionally, h e  evidence m b m i ~ [ c d  on a p p d  did 
not resolve the stock ommsh ip  inconsistencies. h parliou[ar, thc Ycar 2000 curpfii-iitr iilcoinc tax retutnrl 
reported thnl oilled 1QO ~iercmt uf pclilimm's stwk. Tn cmtr;rsl, the stock transfer ledger 
dots no1 icpurt'a ujinsfer' fmm' to the Chnese enlily; indead, the transfer l e d g ~ ~  ~tates that 
' thc xtock w a s  o;i&ily i ss~~cd the Clhilleii entity. Furlhcrmure, the petiti- did nt,t q l a i n  why the 
hTotice of Tran~ct im 1u~k:ku apprvpriatc fcc m d  nwllber s h q s  and beam -r;vI~ar apprarv h bc an original 
signature. Finally, llie pcl i l imcr hiled to explain why ths Mimh 15, 1998 minutes cimhin I-tu sample ofthe 








