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Withholding agents 
 
Enterprises or individuals who are bound under law or contract to remit 
Article 3(3) income to non-resident enterprises are obligated to withhold 
proper amounts of CIT. This withholding obligation arises when Article 
3(3) Income is remitted or when the payer accrues the equivalent as a 
cost or an expense under the accrual method of accounting, whichever 
comes first.  
 
 
 

 
• The State Administration of Taxation has prescribed specific procedures for withholding 

. N hina and Chinese 
 st nd comply with these procedures to 

tential penalties. 

 

 
 

Issue 15, February 2009 

 
 
 
 

 

Administrative measures for withholding CIT specified 

 brief  In

 

Corporate Income Tax
withholding agents are
avoid po

 
 

on-resident enterprises subject to withholding in C
rongly advised to observe a

 
 

Guoshuifa [2009] No. 3 was promulgated on 9 Janu
retroactive effect on 1 January 2009.   
 
Background 
 

 

Regulations d
this issue: 
 
Provisiona

iscussed 

l Measures for the 
Administration of Withholding of
CIT for Non-resident Enterprises
Guoshuifa [2009] No. 3, 
promulgated by the State 
Administration of Taxation on 9 
January 2009 (Provisional 
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The Corporate Income Tax (CIT) Law, which
2008, and its detailed Implementation Rules, 
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China, are subject to CIT on their China-sour
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the gross remittance before the deduction of corresponding taxes, 
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h contract giving rise to Article 3(3) income, along with a 
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ral treasury within 

The 10 percent withholding rate may be reduced or exempted under 
ws and regulations or bilateral income tax treaties. 

irst seek review and approval 
ptions under 

r reductions or 

Consequences of noncompliance 

Noncompliance with the prescribed procedures by a Chinese 
 within three days and carries a fine. 
owever, remains with the non-

resident enterprise deriving Article 3(3) income, even if it is the Chinese 
withholding agent who is guilty of noncompliance.  
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Withholding procedures 
 
The procedures prescribed under the Provisional M
apply to a non-resident enterprise’s China-sourced
rental and royalty income, and gains from the aliena
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including business tax. Where the withholding tax 
payer, the taxable amount must be grossed up. 
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the PRC Return for CIT Withholding and other releva
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seven days of it being withheld. 
 

either domestic tax la
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domestic laws and regulations, or must apply fo
exemptions under income tax treaties. 
 

 

withholding agent must be rectified
The liability for the underlying CIT, h
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