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China Desk Düsseldorf 
Door opener for the Chinese and  
German market 

 
ECOVIS Ruide China supports Chinese and 
German enterprises for their oversea expansion 
since April 1, 2009. With our new “China Desk” 
we enable professional on-site support for our 
clients in Germany. 
 
China newcomers are supported from ECOVIS 
Ruide Investment Management Consulting Co., 
Ltd. On the one hand we take care for market 
researches, support the sourcing and research for 
agents and business partners; we assist to find 
suitable suppliers, joint-venture partners and 
locations. Moreover we support during the 
communication and negotiation process with 
authorities and business partners, e.g. banks, 
architects, construction firms, suppliers and other 
local partners. 
 
On the other hand we offer our clients all-round 
service for Chinese investors as well. Whether 
there is a need for research, sourcing, 
communication, negotiation, management - we 
support you in all kind of oversea expansion 
activities. 

 
 
 
 
The China desk is managed by Mr. Ni. He studied 
law at the university in Beijing and Bonn and from 
1994-2002 Mr. Ni gained extensive experience as 
general manger of two German enterprises 
located in China; since 2005 he is head of our 
investment department in Shanghai. 
 
Selected list of investment- and management 
services: 
 
• Oversea expansion strategy for Chinese 

investors in Europe 
 

• Chinese market research and entry strategy 
for overseas investors 

 

• Sourcing and research for agents and 
business partners 

 

• Assistance in the selection of suitable joint 
venture partners, locations and employees 

 

• Support for effective communication and 
negotiations  

 

• Project consulting and support in setup 
enterprise management systems 

 

• Due diligence investigation and examination 
 
 
Contact ”China Desk“ in Germany: 
 
ECOVIS Ruide Investment Management 
Consulting Co., Ltd. (in Düsseldorf, Germany) 
Mr. Ruoxin Ni 
 
Address:  Mörsenbroicher Weg 200,  

40470 Düsseldorf 
Telephone: +49-(0)211-90 867-0  
Fax:   +49-(0)211-90 867-11 
Email:   ruoxin.ni@ecovis.cn
Website:  www.ecovis.cn
 

mailto:ruoxin.ni@ecovis.cn
http://www.ecovis.cn/


 

 2

I N F O  
  

 
Ecovis International Partner Meeting in Prague 
 

 
All partners join our international exchange of 
experience in one of the member countries from 
Ecovis twice annually.  
 
 
 

 
 
 

This time the meeting was held in May, 14 to 16 in 
the beautiful city Prague. New member countries 
introduced themselves such as Romania, Bulgaria 
and Turkey. The intercultural as well as technical 
exchange between the partners is always 
interesting. Hints and tricks, differences and 
similarities, there is much to wonder and to chat. 
The technical high light was once again the topic 
of transfer pricing, which again and again renew 
questions to transnational issues and is more and 
more an important topic for all countries as well. 
Additionally different workshops contributes to the 
internal advanced training in the topics audit,  
legal advice, marketing and intercultural 
communication.  
Also for us the long trip from China to Europe has 
been worth the effort and we are look forward to 
the upcoming meeting, which will take place in the 
autumn in Copenhagen. 

 
 
Lexicon 

 
Withholding Tax 
 
In cross-border tax issues often comes up the 
topic withholding tax. But what does it actually 
mean? 
 
The tax withholding system is a tax collection 
method. The method is used by tax authorities to 
ensure the taxation, e.g. for non-residents. 
The withholding tax affects especially important 
taxes in China: enterprise income tax (EIT) and 
Business Tax (BT). 
 
 
1) Enterprise Income Tax (EIT) 
 
Non-Residents: 
 
Non-resident enterprises” shall refer to 
enterprises that are established in accordance 
with the law of the foreign country (region) whose 
“place of effective management” is outside China, 
but they have established organization or site in 
China or they have not established organization 
or site but derive income from China. 
 
 
 

 
 
 
 
 
Subject to Withholding Tax on EIT: 
 
- Non-resident enterprises without 

establishment in China are subject to 
enterprise income tax on withholding basis 
under certain categories of China-sourced 
income. 

 
- Please note that non-resident enterprises with 

establishments in China which deriving the 
following income and are not effectively 
connected with the establishment are also 
subject to withholding tax. 

 
Special taxable categories of China sourced 
income, e.g.: 
 
- Dividend income and profit distribution from 

PRC private and listed companies 
- Royalty income (e.g. rights for patent, 

trademark, copyright, other license rights) 
- Interest income  
- Rental income (use rights for fixed assets, 

packaging material other tangible assets) 
- Gains from asset transfer 
- Gains of share transfer 

https://www.ecovis.com/intern/cms/fileadmin/user_upload/interne-orga/bilder-db/shootings/2006_muenchen/index.html
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Example: 
 
 
    Service agreement 
 
     
     

X-GmbH 
Germany 

Y-Ltd. 
China Bank in China

    Remittance (100 fee - EIT 10 % - BT 5%)        WT: EIT 10% 
                 WT: BT 5% 
 State Treasury  
 
 
Withholding Tax Check 
 
 
1) Income? 
 
 
      

Non-residents 
receive income derived from China 

                    Yes 
 
 
         Yes 
 
 
 
2) Provided in China? 
                    No 

Special income, e.g.: 
- Dividend 
- Royalties 
- Interests 
- Rental income 
- Gains from asset transfer 
- Gains of share transfer

Witholding EIT 

 
    No        Yes   
     

No BT 
(Note 1) 

 

Witholding BT 
(Note 1) 

 

Income derived from China: 
- Service (e.g. construction) 
- Consulting (e.g. legal advise)  

 
 
3) 183 days - PE ?                Yes 
 
     
       No     Yes 
     

No EIT 
 

> 183 days EIT 
 

 
 
4) Payment method? 
 
         Yes 
 
         No 
 
 
 
 
Note 1)  
Please check the new offshore/ onshore BT regulation effective since the beginning of 1 January 2009 and 
the current tax office usage in 2009 (see also 2. Business tax). 
 
WT:  Withholding tax 
BT:  Business tax 
EIT:  Enterprise income tax 
PE:  Permanent establishment

  

Self declaration 
of taxes Registration of 

the PE 
 Witholding EIT 



 

 4

I N F O  
 

 
Withholding Tax Rate: 
 
- Domestic law:   10 % 
- Under double tax treaties:  0-25 %  
- Tax treaty China/ German, e.g.: 

- Dividends:   10% 
- Interests:   10 %  
- Royalties:   10%  

Tax exemption is applicable in certain cases 
 
 
Permanent establishment: 
 
If the non-resident enterprise has a permanent 
establishment, e.g. provide consulting or service 
for more than 183 days in China, the enterprise is 
obliged to pay EIT. If the PE is not registered the 
tax agent is liable to declare and to pay the taxes 
via withholding method. If the PE is registered the 
taxes could be declared and be paid on behalf of 
the registered PE. 
 
 
Withholding Agent: 
 
- The withholding agent is the person who makes 

payments to foreign enterprises (e.g. client, 
customer, which is subject to withholding tax). 
The agent is required to withhold the tax 
amount from each payment made to the foreign 
enterprises. 

 

- The withholding agent should remit the tax to 
the State Treasury and submit a withholding tax 
return to the local tax authorities within 7 days 
of the payment. 

 
 
 
 
 

 
- ‘Guoshuifa (1998) 85’ requires withholding 

agents to provide contracts or agreements 
relating to debts, leases, royalties and 
guarantees to the tax office. 

 
Bank remittance: 
 
Before the overseas service payment could be 
done, the bank in China will check the taxation of 
the income. The relevant tax certificate about the 
paid BT and CIT should be provided. Payments up 
to 30,000 USD could be paid out to an oversea 
country without providing the tax certificate, which 
not means that the taxes are needn’t to be 
declared and be paid to the tax authority. 
 
2) Business Tax (BT) 
 
- Please also be aware of business tax (5%) 
 

- Related to the Business tax exist no Double 
Taxation Treaties, no 183 days rule 

 

- If the conditions for a taxable business tax 
issues are met, the BT should be withhold from 
the tax agent (customer) no matter whether the 
enterprise has a PE or not. 

 

- At the beginning of 1 January 2009 the service 
income shall be taxable for BT purpose as long 
as the service-provider or the service recipient 
is located in China. Different to the previous 
regulations it doesn’t matter whether the 
services is provided onshore or offshore of 
China 

 

- Please note the implementation of the local tax 
authorities in Shanghai maid be postponed due 
to the World Expo 2010 

 

Tax and Accounting News 
 
PRC Tax Analysis  
Assets loss deduction from taxable income 
 
With the coming of the first year’s enterprise 
income tax annual settlement since the implement 
of the new Enterprise Income Tax Law, State 
Administration of Taxation (“SAT”) and Ministry of 
Finance jointly published “Notice of assets loss 
deduction from taxable income policy” 
(CaiShui[2009] No.57) (hereinafter referred to as 
“New policy”). It regulates some issues regarding 
assets loss deduction from taxable income.  

 
 
 
 
 
Comparing with the old regulation (hereinafter 
referred to as “Order 13”) applied by domestic 
investment enterprise before the implement of new 
income tax law, the new policy makes some 
changes. Please be informed that the new policy is 
effective to all enterprises, including foreign 
investment enterprises. 
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Major important contents 
 
The major important contents of the new policy 
include: 
 
1) Redefine the meaning of “assets loss” 
Redefine the meaning of “assets loss”, set up two 
basic conditions, “actually happened” and “related 
to taxable income”, and also list some examples of 
assets loss”.  
 
2) Cash shortage 
Cash shortage is allowed to be deducted from 
taxable income. Loss of deposits in legally 
approved financial organization is deductible, if the 
organization ceasing operating due to bankrupt or 
liquidation. As our understanding, if the deposit is 
in illegal financial organization, the loss is not 
deductible.  
 
3) Unrecoverable receivables 
Unrecoverable receivables or payment in advance 
is deducible from taxable income, upon any of the 
following conditions is met:  
 

a) Debtor is legally bankrupted, closed, 
dissolved, dismissed, suspend or cancel 
its registration, and its liquidated assets 
are not enough to pay;  

b) Debtor is dead, or legally declared to be 
missed or dead, and his assets are not 
enough to pay;  

c) Debtor did not pay and it is due for more 
than 3 years. It is clearly approved debtor 
is not able to pay supported by conclusive 
evidence;  

d) It is not payable, after the debt 
restructuring agreement is signed with 
debtor or the court approves the 
reorganization plan;  

e) It is not payable, due acts of nature such 
as natural disaster and war;  

f) Other conditions regulated by State 
Council, finance and taxation departments 
in charge.  

 
4) Loan loss 
It regulates the conditions of loan loss deductible 
from taxable income. As our understanding, it is 
specific to financial organizations. 
 
 
 

 
5) Unrecoverable equity investment 
Unrecoverable equity investment is deducible from 
taxable income, upon any of the following 
conditions is met:  
 

a) Invested company is legally bankrupted, 
closed, dissolved, dismissed, suspend or 
cancel its registration;  

b) Invested company’s financial status 
becomes severely worse, and it made 
large amount of loss, stopped operating 
for more than 3 years, without 
reorganization plan to resume operation; 

c) There is no control over invested 
company, the investment term is expired 
or more than 10 years, and the invested 
company continuously made 3 years’ loss 
which result in insolvency; 

d) Invested company’s financial status 
becomes severely worse, and it made 
large amount of loss, complete the 
liquidation or liquidation period exceeded 
3 years. 

e) Other conditions regulated by State 
Council, finance and taxation departments 
in charge. 

 
6) Damaged, scrapped and stolen items 
The loss of inventories and fixed assets 
stocktaking loss, damaged, scrapped and stolen is 
deductible from taxable income. Besides, the loss 
of related VAT is also deductible. 
 
7) Domestic and abroad cases 
The assets loss of operating agency from domestic 
and abroad shall be calculated separately. The 
loss in operating agency aboard is not deductible 
from the taxable income of domestic operating 
agency.  
 
8) Evidence 
The enterprises shall provide legal evidence which 
can approve the assets loss is actually happened, 
including legal external evidence, economic 
verification evidence issued by legal agents, 
technology verification evidence issued by legal 
professional organizations.  
 
9) Implementation 
According the implementation of the new 
enterprise income tax law, the new policy is 
effective at the beginning of January 1, 2008.  
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Our comments and suggestion 
 
We suggest the companies study the new policy in 
detail, especially the following two aspects: 
1) The issues not stated clearly in the new policy 

(Note 1), including:  
a) The application period of asset loss;  
b) The content of legal evidences for assets 

loss actually happened;  
c) The procedure of approval of assets loss.  
 

In practice, the operation will depend on the 
interpretation of competent tax offices. In order to 
avoid the loss due to delayed application, we 
suggest the companies contact the competent tax 
offices as early as possible; to make clear the 
procedure and evidences needed. According to 
our understanding, the competent tax offices are 
likely to demand the procedure and evidence 
based on the regulation of “Order 13”, therefore, 
we also suggest the companies refer to the related 
contents of “Order 13”.  
 

2) The new policy changes some recognition 
criterions of assets loss. The companies shall 
pay attention to the related contents.  

 

 
How we can support? 
 
Our experienced tax team and professionals can 
provide you with a suite of the tax services 
specifically designed to help your business in 
China manage the aforesaid taxes effectively. 
 
- Help you to understand the new policy in 

detail; 
- According to the requirement of the new policy 

and new tax law, issue verification report for 
you; 

- According to your assignment, we 
communicate with the competent tax office for 
you, including interview, application and get 
the approval certificates, etc.; 

- Design tax planning for your possible or 
planned assets loss to reduce your tax 
liabilities, based on your specific situation; 

 
For more information or advice on the “asset loss 
issues” and impact on your business in China, 
please contact our professional tax team. 
 

_______________________________ 

Note 1: Up to the date of this article, SAT issued “Notice of Management method of assets loss deductible from taxable income” 
(GuoShuiFa[2009] No.88), the assets loss is classified as “assets loss calculated by the companies” and “assets loss approved 
by tax authorities” and applied different approval procedure. The deadline of tax authorities accepting the application from 
enterprises is 45th days after the year end, which will draw the enterprise’s attention. Besides, the Notice also regulates approval 
evidences for different types of assets loss. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

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.  
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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 July 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

