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Income Tax for Enterprises with
Foreign Investment and Foreign Enterprises

SR AR E Al s

One day, tax officials go to an enterprise to make known the tax laws and
regulations, giving guidance on paying taxes.

A: Hello, Mr. Johnson, pleased to meet you.

B: I'm pleased to meet you, too. We are very glad to have you here. 1'd like to
consult you about income tax for our enterprises.

A: Do you mean the income tax of foreign-invested enterprises and foreign
enterprises?

B: Yes, | do.

A: I’s a pleasure to share this information with you. Different from domestically
financed enterprises, only foreign invested enterprises and foreign enterprises
are taxpayers of the Income Tax for Enterprises with Foreign Investment and
Foreign Enterprises. Foreign-invested enterprises refer to those three kinds of
foreign invested enterprises having establishments or places in China and
engaged in production or business operations such as Sino-foreign joint
ventures, cooperative businesses, and foreign investment enterprises. Foreign
enterprises refer to foreign companies, enterprises and other economic

organizations having establishments or places in China and engaged in
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production and business operations in China. It also refers to those foreign
companies,  enterprises and other economic organizations  without
establishments or facilities in China but having income derived from
conducting business within China.

B: I’ve got it. May I ask what is taxable under the Income Tax for Enterprises
with Foreign Investment and Foreign Enterprises?

A: Income derived from production and business operations and other income are
taxable objects. Taxable scope should include the following:

I. Income of foreign invested enterprises with their head offices in China

derived from sources inside or outside China;

II. Income of foreign enterprises having establishments in China derived from
sources inside or outside China;

III. Income of foreign enterprises without establishments or facilities in China
derived from sources within China.

B: You’ ve done a good job of telling me the categories!

1. Notes

1. make sth. known &% to make known tax laws and regulations (& &84
HH) XA You never know. TRMEUL. I know right from wrong. FHES}
Y RAE, You’ Ul have to try harder, you know, if you want to succeed. {§
BAGE, WRERR, KBES .

2. give guidance on doing & S F  giving guidance on paying taxes Be
;i

3. We are very glad to have you here. + 4 R IB AR B I o

4. to consult sb. about sth F] ¥ A #HIFEFE W We consulted him on the
makeup of the new Cabinet X% P I8 B 41 BAE K B & W o He consulted
with his publisher about his forthcoming book. A EN¥E M i 4E &R 5 B C
MR ERER

5. foreign-invested enterprises #h # ¥ 42l

6. foreign enterprises #ME 1l
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7. It’s a pleasure to be consulted. fREEEZTE M.
8. different from -+ A American cars are different from ours. ¥ HK

10.

11.
12.

14.
15.
16.
17.
18.

19.

20.
21.
22.
23.
24.

E5RAIMIKEANRE . Your hairstyle is different from mine. ¥R#) & IR
WA -H ‘
domestically financed enterprises P % 4> Ml

referto ¥§, 5IUE  This matter is finished, so please do not refer to it again.
XHOCGER, MU HEE T o He referred to many authorities on the
subject. fF1E T X — 28 4 E KI5 BB FE . Does this remark
refer to me? XH)IHRIE M 5 HG?

having establishments or facilities in China 7E & i% 37 #/1 #3 8 3% Fir

engaged in production or business operations M 4 =4 H  to be engaged
in ABE, f°F  She is engaged in washing her hair now. 8 BL7E IE 1T & Y
% WE . They are engaged in conversation, so they did not see me. fBAI11E R
fBk2h, FrRARERK,

such as I On an occasion such as this, you should dress formally. TF
XEER RIS, RN FHIER, Dont do anything silly such as marry
him. SRS, LR B LA L. Nouns such as book, pen and apple are
countable nouns. 5. EMER--HKK 2 1H R ATHZFH .

Sino-foreign joint ventures 1M & %§ )k

cooperative business &L E

economic organizations 2 441

having income from sources within China ¥ T EHIE N Fr %

Uvegotit. RYET Do you get me? RERMEEE?  Yes, I get you.
HeA, TR

May 1 ask- &[]  May I know your name? 38 ] LA %1 38 R i H 4 15 7
May I ask how old you are? M B H K G ¥ 177 X FARIKBER 7 0K
Fk &3

taxable objects fif Bt X

taxable scope fif BT H

inside or outside China " R 3% N 3% 4h

income derived from conducting business within China ¥ T E 8 4 T 18
with their head offices in China RBFEAEHEH
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25. without establishments or facilities in China & 7£ % B 1% 3. ¥4 37 i
26. You’ve done a good job! #RUFIREF! Good job! YFBHF! (HIEEW THH)

II. Fill in the Blanks

. Tax officials go to an enterprise to known tax laws and regulations.
. We are very glad to you here.
. I’d like to consult with you income tax of enterprises.

. Do you mean the income tax foreign-invested enterprises?

1

2

3

4

5. It’s a pleasure to this information with you.

6. This tax is for taxpayers engaged production or business operations.

7. But they have income from conducting business within China.

8. Income from production and business operations and other incomes are
objects.

9. Income of foreign enterprises derived from within China is taxable.

10. You’ve done a good !

III. Questions and Answers

. Why do tax officials go to an enterprise?

Is Mr. Johnson glad to receive them at his company?
What would he like to consult them about?

What are the three kinds of foreign invested enterprises?
What are foreign enterprises?

. Who are taxpayers of Foreign Enterprise Income Tax?

If a foreign enterprise has its head office in China, should it pay income tax?

© N oL AW =

If a foreign enterprise has establishments or facilities in China, should it pay

income tax?

©

If a foreign enterprise has no establishments or facilities in China, should it

still pay income tax?

10. Has the tax official clearly explained the taxes to Mr. Johnson?
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IV. Words and Expressions

investment  n.  / in'vestmant/ 58734

to make known / naun/ =K 3

tax laws and regulations / regu'leifon/ FBoE#
give guidance on  / |gaid:)ns/ Ritge
different a. 7/ 'difront/ AR
domestically adv. / dou'mestikali/ HA®
finance  n. v.  / fai'naens/ A B
refer to v/ rifer/ 15
establishment  n.  / is'teeblifmont/ 159
facilities  n.  / fa'silitiz/ &
engage v. / in'geid3/ ME
production  n.  / pra'dakfn/ He 7=
operation  n.  / opd'reifon/ BT

such as i
economic  a. / ik'nomik/ 2T
organization  n.  / |digonai'zeifn/ HE
without  prep.  / 'widaut/ BEH
source n. / sdis/ ¥R
taxable a.  / 'teeksobl/ A] fE B B9
object n. / 'sbdzekt/ H¥r, X%
scope  n. / skoup/ 75
head office n. / hed/ / "ofis/ BER
following a.  / 'folouin/ TE®
category n. / 'ketogori/ H3%., fuiBk

V. BHLTiEL

K, BEARBIGVEERE, HIRAB.
A: BIF) AEBESE, RBARER !
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WRINEEYNE worw=a

B, T ErtiE ! RAEEE - F 0k B 8889 8
S48 1Y 2 A1 R A oy AN E il BT 18 g 2
W,
HRGESHRILZERL! ST AR, S8 ok fshE 4k B
BROHBA, R TIMERE AL ASNED . SMERE L ER R
AP EBERNRLE AT, RS EREE L. PHEELE
A GE k. TISME S BRIEE P EBENEIHE, BN
LA BEMBERR I, B, GERRTFPEBERNGHSELS
Al Rl A S B
B: FMIE 1o 3 B AR AR B R B
A BRA™ . ZBERBAMEMTEAERYMN R . RIEEREEQERE.:
(=) BHRAEDEBENESERE A RE T EEN . B BT
%5
(7)) FEFREBENR YA SNE S RE TR EEN . SN TS
() KREPEBRNR IV, FHETHSNE 4R R T 5 EE8 AN KT
.
B: X #6 SR 9 H i

> F > F

VL HABER

l.make 2.have 3.about 4.of S.share 6.in 7. derived

8. taxable  9.sources  10. job
VIL [HEE%ER

1. They want to make known tax laws and regulations and give guidance on
paying taxes.

2. Yes, he is very glad to have them there.

3. He would like to consult them about income taxes for foreign enterprises.

4. They are Sino-foreign joint ventures, cooperative businesses and foreign
invested enterprises.

5. They are those having establishments or facilities in China and engaged in
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production and business operations and also those foreign companies and
enterprises and other economic organizations without establishments or
facilities in China but having income from sources within China.

[ncome from production and business operations and other income are taxable
objects.

Yes. No matter whether it has income derived from inside or outside China,
it should.

Yes, if it has income derived from sources within China.

Yes, if only it has income derived from sources within China.

Yes, he has done a good job.
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UNIT20

Income Tax for Enterprises with
Foreign Investment and Foreign Enterprises

N Eran gt L RE R A E )

I" ve noticed that foreign-invested enterprises and foreign enterprises receive
proportional tax rate.

That” s right. Production and business operations are subject to the 33%
proportional tax rate. Dividends, interest, rentals and royalty payments and
other income are subject to the 209% proportional tax rate (These kinds of
taxes are usually called withholding taxes or withholding income taxes
internationally) . Since Jan. 1, 2002 the withholding taxes have been levied
at a reduced rate of 10% to encourage large-scale investment. Besides, in
comparison with tax rates for companies abroad, our tax rate is, on the
average, al lower rates, and the tax burden is comparatively light. Thus
foreign investors can potentially gain.

Exactly. These years, more and more foreign enterprises have come to invest
in China. That’s due in part to China’s lenient taxation.

You said it. In order to lure foreign investment. the Chinese government has
made a series of policies of preferential tax treatment. These include
preferential tax treatment for regional investment and production investment,

for enterprises that export products and those with advanced technology,
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infrastructure  projects,  specially designated projects, refunds for
reinvestment, investment tax credit for enterprise to purchase China-made
equipment as well as preferential tax treatment of withholding income taxes.
All are enticing. Information about this is available by studying taxation laws.

Wow! So many preferential tax policies! I will study all of them so as to
increase our returns on our investment. Thus we can share the benefits of

China’s reform and open policy.

: Just set your mind at rest. We’ll make sure that you get all the benefit of our

preferential tax policies.

Thank you.

Notes

. I’ ve noticed that - FEF| I didn’ t notice that my purse was missing

until I got home. RBIZA R EHRMERBE T

to be subject to the 33% proportional tax rate K il 33% B LB BLE 1o
be subject to WIRFBLH); KB T3 ZXE. W We are all subject to the
laws of nature. FRATEBSZ K B R AEM XA

dividend i& B

interest | &

rentals 4

royalty payment ¥ i A i F #%

to be called B #KA U He is called Li Min. fliZF R

withholding taxes Fi$ Bt

to be levied ﬁfﬂ:qﬂt levy taxes fEBL

at a reduced rate of 10% W% 10% KB X

. to encourage large-scale investment ¥% i) B £ ¥¥
. in comparison with -+ FbEE, W Advanced and backward only exist in

comparison with each other. F# FI¥E fG RAEME BT A HFHE
companies abroad [ 4h2 7]
at lower rates &t TH8IKHIKFE 0 Taxes are now at peak rates. BLEH




15.

16.

17.
18.
19.
20.

21.

22,
23,

24.

25.

26.
27.

28.
29.

30.

31.

32.
33.

34.
35.
36.

1L

1.
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TE X3 g,

on the average ¥ 1 On the average, there are 1, 000 visitors a day.
—~REHEH--TAKB W, On the average, they earn $ 1000 US dollars
per month. A1 ¥F¥—NA#H—TET,

tax burden BLf

comparatively light %%

can polentially gain K18 ¥ Z ) #| 45

Exactly T H

due to tHF  He arrived late due to the storm. fi3kR T R H TR .

The flight was cancelled due to the fog. BEYLA B Ao

lenient taxation F&A2 BB 5

You said it. = What you said is right. #RULIFXT o

inorderto T  We started early in order to arrive before dark. } ¥ TEX
HEaiHk, RIOTEEMIT H,

to make a series of policies of preferential tax treatment #i € 7 — R 5l B L
LB BER

regional investment b X £ ¥§

production investment 4 7 P # B¥

enterprises with advanced technology S AR AN

infrastructure project 53 B

specially designated project F¥ € H

refunds for reinvestment & ¥R B

purchase China-made equipment Wy 3K [ 7= 1 %

withholding income tax HU# F7 1§ 5L

s0 as to LAf8  Check the names carefully so as to avoid mistakes. 1F4#%3Y
ZF LSRR ERIR,

to increase our return 13 B & £ /4 [ 4

share the benefits 53 Z R ($4L)

set your mind at rest H{.L»
Fill the blanks

Foreign-invested enterprises and foreign enterprises proportional tax



