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Compiler’s Notes

With China’ s entry into WTO and the policy “absorbing fo-
reign capital and investing abroad”™ put forward by the Central Go-
vernmient of China, China is conducting panoramic opcring to the
outside world in all domains. Therefore, we have new space for de-
velopment 1 make fully use of foreign capital and import technolo-
gy In the meantime, more and more domestic enterprises will go
abroad 10 invest and integratc into the global economic development .
To safeguard national interests and serve the opening to the ourside
world, to cooperate with the strategy “absorbing foreign capital and
mvesting abroad™ and 10 respect the international 1ax conirmon prac-
tice, China’s foreign tax system keeps enriched and improved, the
fields it touches upon keep extended progressively. To get a compre-
hensive, systematic and accurate understanding of curtent China’ s
foreign 1ax laws, regulations and rules, this edition offered here is
not only vital impartant for tax authorities and tax olficials 1o carry
out foreign iax policies as well as 10 standardize and enhance foreign
tax administration, but also important for investors to defend their
own mtcrests when they make a decision 1o invest and [ulfill their
tax matters concerned lawfully. We have compiled this book on pur-
pose to satisly tax officials, investors and their accountants in charge
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of taxpaying and tax agents as well as public figures at all levels o
have a perfect command of foreign tax laws. This compilation has
witnessed four stages as follows: In the first stage, after thf: editor
-~ chiel Mr. Hong Zhishe put forward requirernents of writing,
the tax experts of International Taxation Division of SAT Anhui
Branch began 1o block out a primary outline. Accordingly, we final-
ly confirmed the outline after discussion time alter time and solieiting
criticrsms [rom some tax experts. In the second stage, we hand-
picked compilers and worked out unified stylistic rules and layour.
We assigned the compilation 1o every expert for his or her specialty
and hegan 10 edit in earnest. [n the third stage, we organized the
members of Editorial Board and compilers 10 get wgether for cross-
check. We also invited relevant experts to discuss and put forward
opinions for revision, aflterwards, compilers made farther modifica-
tion and perfected it. In the lounth stage, Mr. Dai Haixian made an
overall arrangement abour edition [ormat. Mr. Hong Zhishe and
Mr. Hanjic [inalized the manuscript alter having had proofread and
polished the whole dralt. Mr. Hu Daoxin supervised the edition and
wrote a preface for this bonk. This book is divided into ten chapters
as follows: Overview of Foreign Tax was written by Mr. Dai Haixi-
an, Income Tax of the Enterprises with Foreign Investment and
Foreign Enterprises was compiled by Mr. Shao Dongchi, Value —
added Tax (VAT) by Mr. Luochen, Consumption Tax by Mr. Sun

Xiangyang, Tax Refund and Exemption for Exported Goods by Mr.
4



Zhuge, Tax Collection and Administration of the Enterprises with
Foreign Investment and Foreign Enterprises by Mrs. Zhang Xiacy -
an, Foreign Tax Audit and International Tax Treaties (from Section
3 to Section 11) by Mr. Zhang Yaogui, Anti— avoldance by Mr.
Dai Haixian and Mr, Kongwei, International Tax Treaties ( [rom
Section | to Seetion 2) and International Taxation Information Ex-
change by Mrs. Hongjian. In addition, the Preface. Compiler’ ¢
Notes and Table of Contents were Lranslated into English by Mr. Xy
Xiaofeng.

Regarding the designing and publishing of this book, We are
very grateful o State Tux Bureay of Ma Anshang, State Tax Rurcay
of Hefei, State Tax Burean of Bengbu, State Tax Bureau of Wuhu,
State Tax Bureau of Longling for their great support. Morcover,
We would like o acknowledge the relevant divisions of SAT Anhu
Branch. China Mobite Anhui and China United Telecomnunications
Corporation Anhui Branch for their continued help.

In order 1 meel the requirements of being practical and autho -
ritative, and to artain the goal to be panoramie, pragmatic and accu-
rate, the book compiled all of the current and efficient foreign tax
laws, regulations and rules promulgated by National People ™
Congress, State Council, Ministry of Finanee, State Administration
of Taxation, Provincial Covernment of Anhui and SAT Anhui
Branch by the end of Mareh 2003, Nevertheless, this compilation
has far exceeded our ability 1o classify the content to make a compre-
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hensive and accurate introduction. In the future, with the develop-
ment of China’s lax system. some tax policies and regulations will
be periodically or irregulatly revised and amended. Consequently, if
there is any change in the newly promulgated tax laws and regula-
tions, please refer to and abide by those updated laws and regula-
Lions.

While we have tried 1o achieve accuracy in data and categoriza-
tion, we recognize that there may be inadverient mistakes. We
would greatly appreeiate readers informing us of such errors so that
we could update the book.

All rights reserved. No part of this book may be reproduced in
any form, by mimeograph or any other means. withour permission

from the copyright owner.

Comipler

Mav 2005
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Preface

As China” s economic system reform gradually nwwes into depth,
and China’ s opening (o the outside world becones wider and wider,
cespecially after China’ s entry into WTQ, internationsl capital has
begun to flow into China. In the meantime, more and more foreign
enterprises and entreprencurs have invested in China. [iv the cnd of
2003, China has all together approved 465277 enterprises with for-
fign investment with total commitment of USD 9431 . 30 billion of
which USD 5014 . 71 hillion has alrcady heen realized. Constantly
international capital flowing into China and developmem of foreign
related business have not only accelerated the sustainable, sound and
speedy development of China’s national econormy, but also brought
great opportunities as well as austere challenges and arduous (asks 10
the administration of intcrnational taxation in particular.

Tax is not only the most important source of fiscal revenye but
also an important lever w conduet macro-cconomic regulation. In
1980s”, to meet the need of China’s opening 10 the outside world,
foreign 1ax system was established in our country, which has coo-
perated with and promoted China’ s opening 10 the outside world.
Since 1990’ , in accordance with the new aims of socialist market-
ing economy system development and new tendency alter China” s
entry mto WTO, among other things, abiding by the policy “ab-
sorbing foreign capital and investing ahroad” put forward by the
Central Government of China, on the one hand, [oreign tax system
m our country has kept being readjusted and miproved in order to
bring into play tax furetions. On the other hand, a scries of new

.
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policies, which has been stipulared and promulgaied, should be ca-
reied out 1o the letter to promote all round opening to the outside
world.  Thus, State Administration of Taxation ( SAT) Anhui
Branch organized some experts of forcign 1ax policies implementation
and foreign tax collection and adninistration to compile this edition
to help those government funetionaries in the state administration of
taxation and taxpayers concerning foreign tax get a better under-
standing and mastery and fulfillment of foreign rax policies, intcrna-
tional 1ax treaties, some measures coneerning foreign tax collection
and administration, in the meantime, to help standardize the rela-
tionship and behavior between those government [unctionaries and
raxpayers. Besides, this edition offered here is not only convenient
for those relevant 1ax authorities and government funcrionaries to
carry out foreign rax laws and policies as well as (o standardize and
enhance foreign tax administration, but also convenient for vast ma-
1oty of taxpavers 16 utrlerstand, 10 get acquaintance with, o opl-
nize the enjoyment of loreign 1ax policies and (o fulill their lax
matlers conecrned.

This edition consists of ten chaptees, which is updated and in-
formative. well-ordercd and well-set, intioducing China’ s foreign
taxation respectively as follows: Overview of Foreign Tax, Tncome
Tax of 1the Enterprises with Foreign Tnvestment and Foreign Enter-
prises, Value - added Tax (VAT), Consumiption Tax, Tax Relund
and Exemption for Exported Goods, Foreign Tax Collection and
Administration, Foreign Tax Audit, Anti-avoidance, International
Tax Treaties and Intcrnational Taxation Tnlormation Exchange.
Objectives of this compilation are (o take grear responsibility for
readers and satisfy readers. Practically and authoritatively, this book
15 also provided with many atiractive characteristics such  as
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“panoramic, pragmatic and accurate”. As for the characteristic
“panoramic”, this book covers all of (he foreign taxes levied in our
country, current and cfficient foreign 1ax laws, regulations, policics
and official documents as follows: Tax Refund and Exemption for
Exported Goods, Foreign Tax Audit . Anti-avotdance, International
Tax Treaties and International Taxation Information Exchange,
ete. Regarding the characteristic pragmatic”, the content of the
chapters in this ook way scientifically and logically classified, and
sorted out o introduce relevant content in detail, therefore, it is so
convenient for readers to study, consult and operate into practice.
Concerning the characteristic “accurate” . this book is based on ol f3-
cially promulgated, current and efficient tax laws and regulations, as
the titles and numibers of the refevant documents conecerning 1ax laws
and regulations were footnoled respectively to be consulted and re-
ferred to. The Preface, Compiler ' s Notes and Table of Conlents
were translated into English for foreign investors 10 acquaint with
China’s taxation. These omstanding characteristics are VEry unigue
inn the current domestie publications. This book not only Tunctions ax
a handbook for tax authorities and tax officials at all levels, but also
serves as a guide {or all accountants in charge of taxpaying in joant
ventures as well a3 1ax consultants ane lax surrogates, a teaching
manual for all kinds of foreign 1ax traming and a relercnee book for
lawyers, teachers and students at law schools and colleges of eco-
NOMics,

Undoubtedly. this ook will play a positive role in giving great
deal of publicity of studying and carrying out tax laws. rogulations
and rules, in enhancing the level of forcign 1ax administration in the
tax authorities, in prototing enterprises with foreign invesiment
and loreign enterprises 1o discharge their ohligations of laxpaying, in
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advancing the teaching quality and level of taxation majors, in par-

ticular, international taxation research at colleges and universities,

Daoxim Hu
May 2005
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