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Income Taxation of Exports

1. HOATEAL

= 7 T SRR T SR S IS T R N 14 5 [ TSR A B R
£ 51%/A A, T B R TS BB RN 25%. Dk, anfH Oprs A
FErP E SN AR, E 2 A AT 26% (01 BT 5Bt .

1. Income Taxation of Exports

When goods are exported to the U.S. and they are subject to U.S. income
tax, the U.S. effective income tax rate is typically close to 51%. Conversely,
the Chinese enterprise tax is 25%. Therefore, to the extent that export
transactions are only taxed in the China, a Chinese person can save 26% on the

transaction.
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Exporting & Agency Contracts

a. L= p

X 2 A ) A ] s B R 32 [ ) — AR EE R Keith Stevens 2538 7 — M CEE RS
&lF. SR Stevens oA =M ATE R, ARG EEIBIE RS &N
ERXG 4 XN, BTFEAFESE 5T XA KR NSRS
], Stevens JCAEIRA AT BESTERLIE LW 2 v A & I M BAREE R

ERNEEEZEEEDIAZRMMNENRILR, Stevens o ERAER 500 /i
AL E PR RSB, FIEKZIN 30%, BI 150 Ji3E76. Bz
B AR KA —F R E 280490 40 JiETuIEBL (150 /13670 x26%) -

B MARELR A [F, Stevens JoA ¥ BEMLEE L H A M B AR EE R, I
ATTANTIT BE % 75 B A | A =] —4E 1544 40 J3 36Tt

a. Success Story

Mr. Liu’s Chinese company had entered into an agency contract with a U.S. agent,
Keith Stevens. The agency contract stated that Mr. Stevens was an “independent agent.”
However, the title of an agreement does not control how it is interpreted for U.S. tax
purposes. Do to the excessive amount of legal and economic control in the agreement,
most likely Mr. Stevens would be classified as a dependent agent of the Chinese
company.

As a dependent agent with a U.S. sales office, Mr. Steven’s sales of $5 million
would be taxed in the U.S. The profit on the $5 million was approximately 30% in the
amount of $1.5 million. Therefore, the increased tax to the Chinese company would
have been approximately $400,000 a year ($1.5 million x 26%).

By rewriting the agency agreement so that Mr. Stevens should not be classified as a
dependent agent, we were able to save the Chinese company approximately $400,000 a
year.
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Export Tarrifs & Procedure
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Importand export attorney

b. Frank Schuchat
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b. Frank Schuchat

Our firm co-counsels with Frank Schuchat on import and export trade
issues.  Frank Schuchat advises domestic and foreign companies and
organizations, entrepreneurs and individuals on laws, regulations and practices
governing exports, imports, investments and transfers of technology, and on
structuring domestic and international business transactions, including foreign
direct investment in the United States.

Frank helps manufacturing and technology companies overcome barriers
to foreign market access. He also assists importers to address problems with
in-bound transactions, including: securing favorable tariff classifications;
evaluating and addressing antidumping and countervailing duty orders;
advising on country of origin labeling and Buy America requirements; and
providing support in reviews by the inter-agency Committee on Foreign
Investment in the United States (CFIUS) of foreign investment in sensitive or
strategic areas.
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