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Streamlined tax administration on non-resident enterprises
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In detail

China State Administration of Taxation (SAT) issued Announcement 22 on 17 April 2015, effective on 1
June 2015. It has amended some tax administrative measures of three previous tax circulars, as said
below.

»

»

»

Amendment to Guo Shui Fa [2010] No. 19 —* Administrative Measures for Deemed CIT Collection
for Non-resident Enterprises”

Chinese tax authorities are empowered to adopt the deemed collection method to levy taxes on
non-resident enterprises, which cannot calculate profit-based taxes. The deemed collection
method is not based on taxpayers’ application, but upon tax authorities’ discretion. Therefore,
corresponding amendments are made to the “approval” terms in Guo Shui Fa [2010] No. 19.
Meanwhile, the appendix (i.e. the CIT assessment form) has also been modified.

After the amendment, the “deemed collection method” and “deemed profit rate” required in the
assessment form will be filled out and confirmed by tax authorities directly. This is a drastic change
to the previous practice (i.e. filled out by taxpayers and assessed by tax authorities).

Amendment to SAT Announcement [2011] No. 45 — “Trial Administrative Measures for CIT on
Overseas Incorporated Domestically Controlled Enterprises” (OIDCE)

Announcement 22 has clarified that the tax authority of OIDCE will be the same one of its Chinese
investor. Thus, there is no longer the need to seek any approval for selection or the change of a
tax authority.

Amendment to SAT Announcement [2013] No. 72 — “SAT Announcement for CIT Special
Treatment on Non-Resident Enterprises’ Share Transfer”

Previously, if non-resident enterprises fail to register with Chinese tax authorities for enjoying a
favorable CIT treatment for a share transfer, they will be subject to general CIT treatment.
Announcement 22 has rephrased that if non-resident enterprises fail to register a transaction for
preferential CIT treatment, the tax authorities should remind the taxpayers of such registration.
Thus, this amendment has removed the “disguised approval” phenomenon in tax administration.

WTS observation

The said amendments are good news to non-resident enterprises. Non-resident enterprises should not
be too overjoyed, and are advised to observe if the approvals are replaced by other administrative
procedures or registration forms instead in practice.
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Disclaimer

The above information is intended for general information on the stated subjects and is not exhaustive treatment of
any subject. Thus, the content of this Infoletter is not intended to replace professional tax advice on the covered
subjects. WTS Consulting (Shanghai) Ltd. cannot take responsibility for the topicality, completeness or quality of the
information provided. None of the information contained in this Infoletter is meant to replace a personal consultation.
Liability claims regarding damage caused by the use or disuse of any information provided, including any kind of
information which is incomplete or incorrect, will therefore be rejected. If you wish to receive the advice of WTS
Consulting (Shanghai) Ltd., please make contact with one of our advisors. All copyright is strictly reserved by WTS
Consulting (Shanghai) Ltd.
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