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Tax Administration Clarify the Issues in Handling the Tax of Foreign-funded 
Enterprises and Foreign Enterprises 

 
The State Administration of Taxation recently clarified the issues in handling the tax of  
Foreign-funded enterprises and Foreign enterprises after the cancellation of several tax 
preferential policies  
 
According the notice of the Administration, if a foreign investor uses the post-tax profit for direct 
re-investment for increase of registered capital, or establishment of other foreign-funded enterprise, 
the enterprise may enjoy tax refund according to the Income Tax Law of the People’s Republic of 
China on Foreign-funded Enterprises and Foreign Enterprises and other relevant provisions if the 
investment is finished before the end of 2007 with all the registration or registration for change 
being completed with the administrative departments of the state. Enterprise shall not enjoy tax 
refund for re-investment of the undistributed profit of 2007.  
 
The notice points out that for the income of foreign enterprises gained from know-how technology 
transfer or providing loan to China, if the contract is signed before the end of 2007 and the 
projects complies with the conditions for tax refund according to the Income Tax Law of the 
People’s Republic of China on Foreign-funded Enterprises and Foreign Enterprises, the enterprise 
may enjoy tax refund within the valid time of the contract after the approval of administrative 
department of taxation. But it is not applicable to extended period, supplemental contract and 
enlarged articles. 
 
In addition, for foreign enterprises enjoying regular tax exemption or refund, if there is any change 
of the enterprise in 2008 which makes it against the regulated pre-conditions for tax refund in 
Income Tax Law of the People’s Republic of China on Foreign-funded Enterprise and Foreign 
Enterprise, the enterprise shall return the refunded or exempted tax in the period for regular tax 
exemption (including in the preferential transition period) before the change.  
 
 


