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A Study on Enterprise Income Tax Law of the People's Republic
of China

student : Kao Hong-Ming Advisors : Dr. Wang Wen-Chieh

Institute of Technology Law
National Chiao Tung University

ABSTRACT

China is not only the country which attracts the most foreign direct investment among
the developing countries for years, but the primary area the foreign capital of Taiwan goes.

For domestic development and progress, the Government of PRC made lots of Laws
beneficial foreign investor in order te’attract their capital, including Enterprise Income Tax
Law.

The preferential treatment led to distinguished results in domestic economy. But it also
incurred serious consequences. For.example,=in-order to apply the preferential interest rate,
internal business fakes to be foreign corporation by every possible means. Discrimination
against internal business and preferential measure applyed to the foreign investor only make
taxation-evading become an acute problem.

While China's economy is growing rapidly, the authorities no longer need to attract FDI
by preferential treatment. So the new Enterprise Income Tax Law of the People's Republic of
China was adopted at the 5th Session of the 10th National People's Congress of the People's
Republic of China on March 16, 2007, and will come into force on January 1, 2008. When the
time comes, all enterprises in China will apply the same Tax Law and almost all the
preferential treatment and interest rate that the foreign corporation used to enjoy will be
abolished. It will be a great influence on the foreign investor in China.

This study will discuss the difference between the old and new Enterprise Income Tax
Law of PRC; and further, forecast the affection of the new Law to the foreign corporation,
including the investors from Taiwan. Finally, making several suggestions for the Taiwanese
businessman in China to manage the new tax policy is the conclusion of this study.



Keywords: mergence of two different enterprise income tax laws, Enterprise Income Tax
Law of the People's Republic of China, preferential treatment in tax, taxation reform, foreign
enterprise
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