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Following the Circular on Issues Relevant to Tax Credit for the Income of Enterprises Derived Abroad
(“Circular”) issued by the Ministry of Finance (“MOF”) and the State Administration of Taxation
(“SAT”) on November 25, 2009, the SAT promulgated the Implementation Guideline on Foreign Tax
Credit of Enterprise on July 26, 2010, which was effective retrospectively to January 1, 2010.

In this Operating Guide, the SAT provides detailed explanations and examples to illustrate the relevant
provisions in the Circular and a series of issues regarding the operation of the tax credit for the income
derived abroad, including the applicable scope, basic items for the calculation of the tax credit for the
income derived abroad, the calculation of taxable income detived abroad, the confirmation of the
allowable foreign income tax credit, the calculation of the income tax incurred indirectly to the income
sourced from abroad, the calculation of the shareholding percentage in the foreign enterprises
applicable for indirect credit, the calculation of the set-off limit, the calculation of the foreign income
tax that will be actually set off, and the calculation of the amount of the payable income tax in the
foreign income tax credit.
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