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3. Sino-German Environment Forum, Foshan 
 

 
 
Development of Environmental Technology and 
Industry was the focus for the forum held in 
Foshan from 18-19 June 2009 we participated. In 
these 2 days representatives of the government, 
institutions and enterprises strengthened the 
cooperation for environmental solutions. 
Workshops helped to inform each other and 
impressive speeches remembered that 
environmental issues are highly important and 
with the cooperation of China and Germany a 
step forward for a “greener world” is done. In the 
light of the recent event we would like to give you 
a short insight in Chinese tax relief on 
environmental protection projects. 
 
 
Tax Relief on environmental protection or 
resources saving projects 
 
Tax Holidays 
 

According to the Enterprise Income Tax Law 
(EITL), Article 27, income from qualifying 
environment protection projects or resources  
 

 
 
saving projects could be subject to tax 
exemptions and deductions. 
 
Environmental projects include:  
 

- Public waste water treatment 
- Public refuse treatment 
- Upgrades of energy-saving/ pollution-

discharge-reduction technologies 
- Comprehensive exploitation and utilization of 

biogas 
- Seawater desalination projects 
- Etc. 
 
For income on the above mentioned projects it is 
possible to get a credit for the enterprise income 
tax for the following years: 
 

- income 1 - 3 year: 100 % credit 
- income 4 - 6 year: 50 % credit 
 
Deductions for production of goods 
 

According to the Enterprise Income Tax Law, 
Article 33, the income of an enterprise derived 
from the production of goods in conformity with 
the industrial policies of the State and by way of 
comprehensive utilization of resources may be 
deducted from the taxable income. The deduction 
will be a certain percentage of the turnover. 
 
Tax credit on equipment 
 

Investments made by an enterprise in specialized 
equipment for environmental protection, energy 
and water conservation, production safety, etc. 
may be deducted from the tax amount at a 
specified percentage set forth. (EITL, Art 34). 
The deduction will be granted additionally to the 
regular depreciation. 
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Lexicon 

 
Business tax – new regulation 
 
Business tax is a tax on turnover payable by 
enterprises and individuals providing the following 
business: 
 
- Taxable service e.g. including transportation, 

construction, finance, culture, communication, 
entertainment etc. 

- Transfer of intangible assets 
- Sales of immovable properties 
 
Now there have been some fundamental changes 
of the business tax regulations. The Ministry of 
Finance and State Administration of Taxation 
jointly issued the revised Implementation Rules 
for Provisional Business Tax Regulations on 
December 15, 2008 for the amended Provisional 
Business Regulations which were issued by the 
State Council on November 10, 2008.  
The revised Implementation Rules took effect 
January 1, 2009. 
 
 
 
 
 
 

 
 
Previous Regulation 

 

The service provider is only liable to business tax 
in China, if the service is rendered inside China. 
As a consequence, if the taxable service is 
rendered outside China, the service provider is 
not liable to business tax in China. 
 
New Regulation 

 

The definition of taxable service has been 
extended. Where the service is rendered – within 
China or outside China – is not relevant anymore. 
 
If the service provider or the service recipient is 
located in China, the service will be taxable for 
business tax purposes, regardless there is an 
offshore or onshore service. 
 
Especially foreign enterprises providing service to 
Chinese clients outside of China should be aware 
of the new regulation at the beginning of January 
1, 2009. When the service recipient (client) is 
located in China the service will be regarded as 
taxable for business tax purposes according to 
the new business tax regulation. 
 

Before January 1, 2009:  Service onshore/ offshore China? 
 
Case Service 

provider 
Service 
recipient 

Services 
onshore 

Services 
offshore 

Business tax payer 

      

1 In-China In-China BTable Non-BTable In China service provider 
2 Outside China Outside China BTable Non-BTable Outside China service provider 
3 Outside China In-China BTable Non-BTable Outside China service provider 
4 In-China Outside China BTable Non-BTable In China service provider 
 
 
After January 1, 2009:  Service-provider or service recipient is located in China? 
 
Case Service 

provider 
Service 
recipient 

Services 
onshore 

Services 
offshore 

Business tax payer 

      

1 In-China In-China BTable BTable In China service provider 
2 Outside China Outside China Non-BTable Non-BTable N/A 
3 Outside China In-China BTable BTable Outside China service provider 
4 In-China Outside China BTable BTable In China service provider 
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Tax and Accounting News 

 
Pilot RMB settlement for cross-border trade 
 

Affected by the international financial crises, the 
exchange rate of the main international currencies 
of settlement is fluctuating widely, so that the 
enterprises in China and neighboring countries and 
regions are facing the risk of the fluctuation of 
exchange rate, when using the currency of the 
third country to conduct the trade settlement. 
Besides, the call for RMB (Yuan) as the settlement 
currency of the import and export comes with the 
rapid development of the trade, investment and 
personnel exchange between China and Asian 
nations so as between mainland and Hong Kong 
region. 
 
Based on the above requirements, the People’s 
Bank of China, the Ministry of Finance, the Ministry 
of Commerce, the General Administration of 
Customs, the State Administration of Taxation and 
the China Banking Regulatory Commission have 
jointly formulated the Measures for the 
Administration of Pilot RMB Settlement in Cross-
border Trade on 1 July 2009, and the People’s 
Bank of China has issued the Detailed Rules for 
the Implementation of the Measures for the 
Administration of Pilot RMB Settlement in Cross-
border Trade on 3 July 2009. 
 
 
Main contents 
 
1) The designated and eligible enterprises are 

allowed to conduct the settlement of the cross 
border trade in RMB on voluntary basis, the 
business banks are encouraged to offer the 
settlement of cross border trade in RMB to the 
enterprises. 

 
2) Onshore scope of application: the pilot areas 

with settlement of cross border trade in RMB 
should be approved by the State Council. Until 
now, the provisional approved pilot areas are: 
Shanghai, Guangzhou, Shenzhen, Zhuhai and 
Dongguan. 

 
3) Offshore scope of application: provisional 

approved pilot areas are Hong Kong region 
and ASEAN nations.  

 
4) Onshore pilot enterprises: The pilot enterprises 

should be recommended by the relevant local 

organization coordinating with the local 
provincial government, and reviewed by the 
People’s bank of China and the relevant 
department. The pilot enterprises must have 
sound credit and truthful registration, 
investment and actual business place where 
the enterprise locates, and observe the 
specific measure of the RMB settlement of the 
cross border trade. 

 
5) The import and export trade settled in RMB of 

pilot enterprises and offshore enterprises, the 
settlement measures include: 

i. Conduct the cross border clearing and 
settlement in RMB through the Clearing 
Bank located in Hong Kong and Macao 
region; and through Mainland 
Correspondent Banks 

ii. Onshore business banks can conduct the 
cross border RMB clearing and settlement 
in representative of the offshore business 
banks, the model of settlement is: 

 
 
 
 
 
 
 
 
 
 

Trial enterprises 

Settlement bank 
onshore 

Agency bank 
onshore 

Export trade 
settled in RMB 

Sign the RMB 
settlement agency 

agreement 

Enterprise 
offshore 

Bank 

Border 
 

 
6) The export trade which is settled in RMB by 

the pilot enterprises enjoys export tax refund 
policy. It is unnecessary for the pilot 
enterprises to supply the Foreign Exchange 
Management and Control Form when the pilot 
enterprises conduct both the custom clearance 
and export tax refund of the cross border trade 
settled in RMB. 
 

7) Only the eligible onshore business bank can 
play the role as the onshore settlement bank. 
 

8) Onshore agency bank is the onshore business 
bank which opens the inter-bank RMB current 
account for the offshore business bank. 
Functioning as the onshore settlement bank at 
the same time, onshore agency bank can 
conduct the RMB settlement business for the 
pilot enterprises. 
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9) The pilot enterprise can deposit the export 

RMB income offshore in order to meet the 
actual request of the enterprises, but the 
enterprises should put the record in the local 
branch organization of RMB bank through 
onshore settlement bank. 
 

10) Measures for the Administration of Pilot RMB 
Settlement in Cross-border Trade are 
implemented since the issue date and take 
effects on 1st July, 2009. 

 
Our opinions and suggestions 
 
If the enterprises which have the import and export 
business become the pilot enterprises, they have 
the chance to choose RMB as the settlement 
currency, so that it can reduce the risk of the 
fluctuation of the foreign exchange rate. We should 
pay attention in the following way: 
 
1） The specific requirements to apply for the pilot 

enterprises have not been confirmed. 
 
2） The settlement of the cross border trade in 

RMB can enjoy the export tax refund policy. 
But the specific export tax refund rules are still 
in process. 

 
 

3） In original phrase, it happened that some 
banks can not supply the settlement of the 
cross border trade in RMB service immediately 
because of the difference of the preparation of 
all the onshore banks. So the pilot enterprise 
had better to choose the business bank which 
has the function both as the onshore 
settlement bank and onshore agency bank. 

 
4） The pilot enterprise can deposit the RMB 

offshore, which is a great breakthrough. It is 
believed that more detailed regulations will 
come out to standardize and define the policy. 

 
What can we help? 
 
Our professional consulting team and personnel 
can offer you consulting service of the above 
mentioned contents. The services include: 
 
- Give you the interpretation of the regulation 

related to this policy, 
- Analyze the influence and effects of this policy 

for your enterprise according to the actual 
situation. 

- Help the enterprise to enjoy the benefits from 
the policy, reduce the unnecessary losses 
which caused by the misunderstanding of the 
new policy. 

For more detailed information, please contact our professional team. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

About ECOVIS 
 

Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 2,700 people operating in 
30 countries. Its consulting focus and core competencies lie in the areas of, tax consultation, auditing, legal advice 
and accounting and management consulting services. The particular strength of Ecovis is the combination of personal 
advice at a local level with the general expertise of an international and interdisciplinary network of professionals. 
Every Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national 
know-how of all the Ecovis experts worldwide. This diversified expertise provides clients with effective support, 
especially in the fields of international transactions and investments – from preparation in the client’s home country to 
support in the target country. In its consulting work Ecovis concentrates mainly on midsized firms. Both nationally and 
internationally, its one stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative 
issues. The name Ecovis, a combination of the terms economy and vision, expresses both its international character 
and its focus on the future and growth.  

Imprint  
  

ECOVIS Ruide Certified Public Accountants Co., Ltd. 
ECOVIS Ruide Investment Management Consulting Co., Ltd. 
18E, Double Dove Tower, 
438 Pudian Road, Pudong New District, 
200122 Shanghai, P.R. China 
Telephone: +86-21-6105 7333 
Telefax:    +86-21-6105 7330 
Email:    info@ecovis.cn
 
Shanghai, 1 August 2009 
 
ECOVIS Ruide China Info is published for the clients and the 
professionals of Ecovis Ruide China. The contents are of a general 
nature only. Before taking acting on any information contained in this 
newsletter, please contact our ECOVIS Ruide China team for further 
consulting and support. ECOVIS Ruide China expressly disclaims all 
implied warranties. 

mailto:info@ecovis.cn

