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 Q: How can foreign investors get tax rebate for their re-investment in China? 
 
A: Where the foreign investors reinvest the profits earned from the enterprises with foreign 
investment into the same enterprises to increase the registered capital or where the foreign 
investors invest the profits as capital to open another enterprise with foreign investment with 
operation lasting more than 5 years, 40% of the enterprise income tax paid on the reinvested 
profits may be rebated upon approval by the competent tax department. In case of operation of 
the reinvestment lasting less than 5 years, the tax rebated should be paid back to the tax 
offices (this is not applicable to the situation that the foreign investors have the relation of 
direct or indirect ownership or 100% shareholding in the process of re-organization of 
company groups for the purpose of reasonable businesses). 
 
The enterprise income tax paid on the reinvested profits may be all rebated for the foreign 
investors who directly reinvest in China to open or expand the export-oriented enterprises or 
advanced technology enterprises with operation lasting more than 5 years. Where the above 
enterprises with operation lasting more than 5 years, where the above enterprises have not met 
the criteria for export-oriented enterprises or have not been recognized as advanced 
technology enterprises within 3 years after commencement of production or business 
operation, 60%of the enterprise income tax rebated should be paid back. 
The formula for computing the re-investment tax rebate is:  
Tax rebate = reinvestment value/(1-sum of original enterprise income tax rate and local 
enterprise income tax rate)*original enterprise income tax rate*tax rebate rate 
 
Example: 
Company A is a Sino-foreign joint venture situated in Shenzhen special economic zone. B is 
the foreign investor of company A. b obtains profit of 1.64 million yuan from company A and 
reinvests into company A to increase the registered capital of company A. The rebate rate is 
40%. The tax rate when company A paid the enterprise income tax was 15%, and the local rate 
was 3%. The tax to be rebated is computed as:  
The tax rebate = 1.64 million yuan/ (1-15%-3%)*15%*40% = 120000yuan 
 
When computing the tax rebate, the foreign investors should provide the proof for the tax year 
of the reinvested profits. Otherwise, the local competent tax offices shall work it out by use of 
reasonable method. For the reinvestment into opening or expanding the export-oriented 
enterprises or advanced technology enterprises, the foreign investors should also provide the 
relevant documents issued by the verification department.  
 
With the documents showing the amount and time of capital increase or investment, the 
foreign investors should apply to the tax offices where they paid the income tax for tax rebate 
within one year after the date when the reinvested profits are actually put in. 


