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PRC Tax Filing Administration Regulations for
Non-resident Enterprises

The State Administration of Taxation (“SAT") of the
People’s Republic of China (“PRC") issued the Provisional
Administrative Measures Governing Tax Collection on
Contracted Projects and Provision of Services by
Non-resident Enterprises (“Decree No. 19”) on 20 January
2009, which measures came into effect on 1 March 2009.

Decree No. 19 regulates Corporate Income Tax (“CIT"),
Business Tax (“BT") and Value Added Tax (“VAT") filing
administration for non-resident enterprises/individuals
who undertake contracted projects or provide services in
China.

Background

According to SAT statistical data, over 20,000 non-resident
enterprises are currently providing services in China Mainland. In
2008, out of a total of around CNY38.4 billion in taxes paid by
non-resident enterprises, only 1.92% came from contracted projects.

The PRC tax authorities have borne huge losses on CIT, BT and VAT
of contracted projects and services provided by non-resident
enterprises for the following reasons:

e Non-resident taxpayers have not carried out tax registration or
completed tax filing.

¢ The PRC tax authorities do not have any source of information on
such contracted projects or services.

e Project principals concerned have not fulfilled withholding
obligations.

The SAT issued Decree No. 19 to address the administration of CIT,
BT and VAT of contracted projects and services. Projects covered
by the regulations include construction, installation assembly,
repair, exploitation and other engineering projects. Services
covered include processing, repair, transportation, rental,
consulting, design, sports and arts, technical, education and
training, travelling and entertainment, among others.



Disclaimer

This publication is intended to provide only general information for clients and
contacts of Tricor Services Limited and its associated companies. It does not purport to

be comprehensive, and should not be relied upon nor taken as a substitute for proper
professional advice concerning specific situations, which advice should be sought in a
timely manner. Changes in law or circumstances may occur after the issue date, which
may make information contained in this publication no longer accurate. Please pay
attention to its date of issue.

All and any liability which might arise from this publication is hereby expressly excluded
to the fullest extent permitted by law.

Registration and Record Filing e Major Projects

Decree No. 19 introduces registration and record filing In addition, projects that are listed as key projects and project
requirements applicable to non-residents carrying out contracted agreements with non-residents that exceed RMB50 million are
projects or providing services in China, the PRC contracting parties to be closely supervised by the tax authorities.

and withholding agents. The requirements cover the various

stages of a project, from the signing of the contract, amendments

to the contract, receipt of payment vouchers, to project Tax Filing
completion. Detailed requirements for parties concerned are as

follows. e Corporate Income Tax
« Non-resident Enterprises CIT is assessed on an annual basis. An annual return must be
filed, and advance payment of provisional income tax made
Non-resident enterprises that enter into contract for projects or quarterly. The final tax payment must be settled at the time the
services in China should register with the tax bureau where the project is completed.
project is located within 30 days of signing the contract, and
de-register within 15 days of completing the project. The tax authorities may designate the payer of the project or

service fees to act as the withholding agent where a

] non-resident falls within any of the following categories:
e PRC Enterprises

PRC enterprises that outsource projects to non-resident — The estimated contract period or period of service is under
enterprises should submit contract/service-related documents, one tax year and evidence exists to show that tax

tax registration certificates of the non-resident enterprises, and obligations were not fulfilled.

other relevant documents to the local tax bureau where the — Tax registration or temporary tax registration has not been
project is located within 30 days after contract signing. The carried out and the non-resident has not appointed an
PRC enterprises should report to the in-charge tax bureau agent in China to ensure that tax obligations are fulfilled.

within 10 days if the contract is revised. These enterprises
should also report their payment status to the in-charge tax
bureau and submit relevant materials within 30 days of receipt

— The enterprise has failed to file CIT returns, including
provisional filing in accordance with regulatory deadlines.

of invoices/billing. .

e Business Tax and Value Added Tax
Being the principals or contracting parties of projects, PRC
enterprises are required to act as withholding agents to ensure
relevant PRC taxes are settled before service fees are remitted
outside China.

If non-resident enterprises with BT and VAT taxable liabilities
have a physical establishment in China, they should file and
pay BT and VAT themselves; if they do not have an
establishment in China, their withholding agents should
complete filing and payment.
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Liabilities

Where the withholding agent fails to withhold tax in accordance
with the law or is unable to fulfil its obligation to withhold tax,
the non-resident enterprise is responsible for reporting and paying
tax to the tax authorities where the project is located.

Where the legal representative of the non-resident enterprise or
non-resident individuals fails to settle the overdue tax and interest
surcharges and do not provide tax payment guarantees, the tax
bureau in-charge of the project may inform the exit and entry
administrative authority to prevent the legal representative and
non-resident individuals from leaving the country.

PRC entities that fail to comply with Decree No. 19 will face a
penalty of not more than RMB2,000. Where circumstances are
serious, the penalty will be not less than RMB2,000 but not more
than RMB10,000.

Conclusion

In the past, there were no standard measures governing tax
collection on contracted projects undertaken by foreign
enterprises in China. By issuing Decree No. 19, the PRC tax
authorities can now require foreign enterprises and PRC
outsourcing parties to provide detailed information on
relevant projects. In standardizing the governing measures,
the PRC tax authorities aim to keep track of all contracted
projects undertaken in China and to ensure appropriate tax
filing and settlement.

Registration of projects and services has to be completed
within a strict timeline. Much information and appropriate
documentation are required from foreign contractors and PRC
outsourcing parties.

Tricor China is pleased to assist foreign enterprises in initiating
the tax registration process with the local tax bureaus,
preparing all relevant supporting documentation, and
arranging tax filings and settlements.

For assistance in the PRC, please get in touch with our
Director, John Poon, at john.poon@cn.tricorglobal.com, or our
Manager, Melissa Yang, at melissa.yang@cn.tricorglobal.com,
or your usual Tricor contact for more information.
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Tricor, a member of The Bank of East Asia Group, is a global provider of integrated Business,
Corporate and Investor Services. As a business enabler, Tricor provides outsourced expertise in
business support functions that allow clients to concentrate resources on what they do best -
building business.

Tricor has built its reputation and professional expertise through the acquisition of certain practices
from major international accounting and professional firms as well as through organic growth and
development. Tricor offices are located in Barbados, British Virgin Islands, Brunei, Hong Kong,
Indonesia, Labuan, Macau, Mainland China, Malaysia, Singapore, Thailand and the United Kingdom.

Our qualified professionals are experts in corporate structuring and advisory functions. We offer
services in Accounting; China Entry & Consulting; Company Formation, Corporate Governance &
Company Secretarial; Executive Search & Human Resources Consulting; Initial Public Offerings &
Share Registration; Fund, Payroll, Treasury & Trust Administration; Offshore Structuring & Consulting.

Our client portfolio includes the majority of companies listed on the Hong Kong Stock Exchange,
more than 400 companies listed in Singapore and Malaysia, over 35 per cent of the Fortune 500
companies, as well as a significant share of multinationals and private enterprises operating across
international markets.

Tricor's mission is to be The Business Enabler of Choice.
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Shirley Tsang Gloris Chui
Tel: (852) 2980 1298 Tel: (852) 2980 1234
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CORPORATE SERVICES

Natalia Seng Desmond Lau
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CHINA CONSULTANCY SERVICES

John Poon
Tel: (86) 21 6391 6893 (SH) / (86) 10 6533 0628 (B))
john.poon@cn.tricorglobal.com
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