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New PRC Corporate Income Tax Law   << >> 

 
China’s new CIT Law has become effective on 1 January 2008.  
Highlights of the new CIT Law are as follows: 
 
1) The new CIT Law unifies tax rate at 25% on income (on 

profits) for both Foreign Investment Enterprises (“FIE”) and 
domestic enterprises.  For FIEs, whose business registration 
have been completed on or before 16 March 2007 (“Old 
FIEs”), enjoying the reduced tax rate of 15%, will have a 5 year 
period to phase in to the new standard rate.  The tax rates for 
Old FIEs will be 18%, 20%, 22%, 24% and 25% for the years 
2008 to 2012 respectively.  For FIEs originally taxed at 24% 
or 33%, they will be taxed at 25% immediately under the new 
CIT Law. 

 
2) Old FIEs already commenced their tax holidays (for example, 

tax exemption for 2 years and half reduction for 3 years or 
exemption for 5 years and half reduction for 5 years) before 
2008, the grandfathering treatments would allow them to enjoy 
the remaining unutilized tax holidays until expiry.  For old 
FIEs where tax holidays have not yet begun, the 
grandfathering provisions will commence in 2008. 

 
3) For enterprises qualify for the grandfathering treatments and 

also new reduced tax rates under the new CIT Law, they could 
choose the one which is more preferential.  Once the choice 
is made, it cannot be changed. 

 
4) The DTA between HKSAR Government and Mainland 

Government came into effect on 1 January 2007.  Prior to 1 
January 2008, dividends paid by FIEs to HK companies are 
exempted from Withholding Income Tax, while repatriation of 
royalty and interest will be subject to 7% Withholding Income 
Tax.  At the commencement of the New CIT Law, dividend 
will be taxed at 5%. 

 
Taxpayers need to refer to the New CIT Law and the Detailed 
Implementation Regulations for further details. 
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Payroll Management Services  

 

We provide flexible corporate payroll services that improve payroll 

management for employers of every size. Our services include: 

 

i liaise with client on the collection of initial payroll data and set-up 

employee’s master files, rules and methods for calculating pay 

and deduction items, MPF schemes and reports in our payroll 

system; 

ii prepare payroll each month for approval by authorized 

representative of the client; 

iii arrange for the designated bank account of the employee to be 

credited on time; 

iv pay MPF contributions;  

v provide the employee with the monthly pay advice; 

vi provide leave tracking services; and 

vii prepare and file the employers’ salaries tax return 

 

Our clients include international law firms, investment banks, financial 

and I.T. service provides, etc. 
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Labour Contract Law   

 

China’s “Labour Contract Law (LCL)” has become effective on 1 

January 2008.  This new LCL will adversely affect Hong Kong and 

other foreign businesses investing and operating in the Chinese 

Mainland and other related industries in the territory. 

 

The new LCL aims at standardizing labour contracts, and provides 

better protection to employees in such areas as contract term and 

termination pays.  The LCL requires an employment relationship be 

evidenced by a written labour contract secured within one year of the 

commencement of the employment.  Failing this, the employee will 

automatically be deemed to have been employed under a contract 

with no fixed duration (a “non fixed labour contract”).  However, the 

LCL also stipulates conditions under which those labour contracts 

may be terminated, so that “non fixed” labour contracts would not 

become a lifelong employment. 

 

In view of its significant impacts, we call upon managers of all Hong 

Kong businesses investing and working in the Chinese Mainland to 

read and understand the new LCL and take appropriate actions. 
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Directors’ Duties   

 
In October 2007, the Hong Kong Companies Registry issued 
“Non-statutory Guidelines on Directors’ Duties” outlining the general 
principles a director should follow in the performance of his functions 
and exercise of his powers.  All company directors should read the 
Guidelines.   
 
Companies should distribute copies of the Guidelines to their 
directors, including new directors and reserve directors, for their 
information and reference.  The Guidelines can be downloaded 
from the section “Publications and Press Releases” – 
“Circulars/Guidelines” at www.cr.gov.hk. 
 
Although the Guidelines are described as “Non-statutory”, the 
Companies Registry requires the company to confirm that a copy of 
the Guidelines has been given to the directors for information and 
reference and announced the revision of five specified forms, namely 
Forms AR1, AR2, AR3, D3 and D6, to include a confirmatory 
statement in relation to the Guidelines, with effect from 14 December 
2007. 
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British Virgin Islands (“BVI”) - Bearer Share Provision    - 

 
Under the new BVI BC Act: - 
 
 All bearer share certificates are required to be deposited with a 

qualifying custodian.  IBCs incorporated prior to 2005 have 
been granted a grace period, up to 31 December 2010, to 
deposit their bearer share certificates with a qualifying 
custodian.   

 
 Starting from 2008, IBCs incorporated before 1 January 2005 

with bearer share provisions in its Memorandum & Articles of 
Association (“M&A”) will face an increase in government 
licence fee. 

 

On 3 July 2007, the BVI Financial Services Commission announced 

that the BVI Executive Council has made an Order that new and 

simplified provisions have been established for the transitioning of 

bearer share companies to non-bearer share companies.  

  

 

 

 

  2005

2010 12 31

 

 

 2008 2005 1 1

 

 

2007 7 3

 P.3  

http://www.cr.gov.hk/
http://www.cr.gov.hk/


 

 

Commercial Services   

 
There is a growing trend that many overseas clients request our 
company to assist them in setting up corporations in Hong Kong to 
conduct the so-called “reinvoicing business”.   
 
The advantages of using our reinvoicing services are many and 
amongst them are the following : -  
 
 our overseas clients do not have to rent an office in Hong 

Kong but they can contact their suppliers and buyers under the 
name of the Hong Kong Company.  

 No need to employ any staff in Hong Kong. 
 One-stop business and banking services to meet every client’s 

needs, such as handling letters of credits, preparing shipping 
documents, operating bank accounts, comprehensive 
accounting and reporting services.  It minimizes the time and 
the expenditures of our clients. 
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Snapshot  

 
2007 US National Staff Audit Training 
 
In the summer of 2007, Grace Lam, Elaine Ho and Kathy Kung, 
qualified CPAs from our Audit Department, attended the 2007 
National Staff Audit Training program held in Q Center outside 
Chicago, USA.  This program was organised by UHY LLP in the 
United States for the development of professional staff in their 
technical skills at accounting and auditing issues as well as 
management and supervisory knowledge. 
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ORBIS Pin Day 2007  
 
Our company joined the Orbis Pin Day fundraising campaign 2007 in 
October to support their services to the vision-challenged people by 
matching staff donation on a dollar-dollar basis and achieved a total 
donation of HK$20,000. 
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Christmas Party 2007 

Our Christmas Party was held in The Chariot Club on 24th December 
2007.  More than 45 staff and guests attended.  The highlight of the 
party was playing the bingo game card. 
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Should you require further information related this issue, please feel 

free to contact us at (852) 2892 2800 or e-mail to info@tkcpa.com.hk 
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