” v
DEpy s sBis

JEZOEIR, - 20084 11 4 < 4% 101§ >

O

i

=|
nwN

T H, EEBEH S UG TIEGE ., KBS SRR A I B T %, HE H 2009 4 1 H 1
HOE, fEaFEPrX . Proafmkse i B . WaEN: E4ERrIATIEBIBAR AR,
SOV FEE TR P PR B A 088 (0 — ABEM B AR O M 2 e 6 P 25 RO JE BB, AR 58 ) 1 TR 3
SN I AREARAT o IZSEWHE B AR AL B AN BRI E . TR, ORI B
Fe S AL AE LA S 7 5 58 A M R [ B 6 9 (BB BLUBUR, NN BN LR B 3%

W JEI, BT RE BN SRS BRE S A B .

B3 Z U

ABER. EZBiL4 BJRT 2008 4 10 A 22 H kWAL [2008] 137 53 (kTR /#3853 8Lk

BURKEAY WA

® AN AT UK 90 5K S DL A 5 11, SRBIBLR R S N B 1%. ¢ 0 by iE B A 55 BT AE
B (XD s @i EAE R T H .

® SO BB BN AT 5 B S AE M BN AE B

® XA NBTEAE 5 S A b b B

® N[ 2008 411 H 1 H s,

™ AR

EZRBS ERT 2008 4£ 9 A 28 HARAEBLRK [2008] 818 53¢ (KTl M4 FL L kRl 5t A

BAAEHA NP BB R R D) WAL

® N NIERS MBS K HEANET T, I At S A RO A% R I 7 e Ak A5 0 H o
HAIENA NPT L

® N HEH AT T K 7 J5UAE A FLAT N I 2% KU B 1T BT S AR BRAR R ATAH SR 2

®  AEERMA WA BB SEUER, i A BLSHLIAE H 7 S5 fE

fedl RS H

EZKBiL%BFT 2008 4F 10 H 9 HRAEBLE [2008) 828 B3¢ (XTF-kib B % 5= FrEH81 A0 3 14 5K (1)

WAy e

® N RAETFIMEIEMALE Y™, T8 A RURTE B ORI SE i EIA RS, IR R Py Ad &
PR, AR ERIAMON A OCHE P I B e S 5

— KA I, DY



— AT IR, S e RE

— SR i

— BT R RS SN 2 e s oK B Bk, BRI B B Ok AR SR T AN R

TP EBALE TR 5, R RN AL R B S A AN

— M T s 6

— TR

— HFHRT 2 ks Al 5

— MR

— FHTFXHAME R,

® A RA FIRGEAEREI, BT AL BT, AL AR RIS B[R] AN A s ff e i
AN B TAMNETE ™, w4 N A A i B O

® Kil4NH 2008 41 H 1 HiEZHA7T -

OB

WEES. EXRBSRRETEXRE BB [2008]) 138 &3¢ (TR EIAE N H DEBIR L)
HAKN

B giith . . D IR BCRIE & 2 14%.

B H S 2R B % R B 3 11%.

BBy YR S R B R 3 9%.

Pl X B HIERUCR L E 2 11%. 13%.

EZKB %R/ T 2008 4E 9 H 24 HAEAEBi K [2008]) 91 53¢ (= TIEAR IRV SR IREX

WA REREEEDY NN

®  BENIX AN X T R IR A DX AN X A Al ) 5 R W SR 8, AN LRI, X
DA AP RS X N ) IR TR B S ML R, AT TR B

o ETIEBUMMANXE, ORI O IRCH GRIEBLE D M8 ER I (SRR
B XS ANHE W 1 R BGRBSE AR G o X ANl AT S e s R A B4 TR S A H R ()
BUTUE, BRI FLE () Bl

® XA IN T AL N L ZEH g R IR A XA IR D B SOR B S i ik ) (BN, s
AN AT % EE HE RKBIL R

® Kl 4NH 2008 4= 2 H 15 Hik 447

SNCERR

EFSNCE BT 2008 48 10 A 30 ARANLE [2008] 56 530 (ST foll 95 5500 F 3 SMFAL 36

TBCEHA XA BIBR) HAH:

® LTI SRR SEA T AT BB . AN I b AN e A0 BT S
KB E AR T4,



® [H2008411H15HE, MILHBEAEOERpEHTTHLKN, NEAFSLZ HiEL1
S5ATAEHW, R 03 E Sl N AESEbR R AT B33k mT 1 5 AN TAEH I, Fp3 et
TEHATC B AL B AP AR 2 58 1 S b R AR U Bk I, Ak B 7 S e AR AT B3k 1 5 AN TAEH
P (]IS IR B FAST B2 A R Bl A Bl . C8 e P 0% R S ol R Se A it 1 ke AR
TEI6, AP N e SR RG4S Rk 2 HR BRI 2 Hile 1 5 AN TAE H A Z0 AR B8 3k A Hid

®  [E GAMAE BRSSP FTIARE VAR FiAT B3O8 10 S5 A I DU e AT BRI . BRK
BB A IE LA, ) Al A B 38 B AN I i AT 12 AN Bk ARCAT 1 0
%

® 1200841 2H1HEIFMHIEAT

VA EAZ BARABEE 2B P BT AN S W 5B MMZ AL RS, RANEREAR LEEZ &0 bk, &RA
R4 2%, LRANREAAAIHOHE, ERREAN, RAARAIHE, BT, KRANKEEAL#
LRAZ G F AN E) 6 F b A, LRI BT A TR R AT 49 W 35 www.deancpa.com.cn.  EATHF A HAT 69 &
PRAEFE FAELEGEBERS ., LRE%ReT . SR —8E, AT h A,

What’s new

B The Standing Committee of the State Council recently approved program for transformation of value-add
tax (VAT) presented by the Ministry of Finance (MOF) and State Administration of Taxation (SAT),
stipulating that, since Jan. 1, 2009, transformation of VAT shall be carried out throughout all the regions
and industries of the nation. According to the contents of the program, with the existing VAT rate
unchanged, all the ordinary VAT payers in China shall be allowed to deduct input VAT of their
newly-purchased equipments, with remains of the deductible input VAT carried forward to the next term
for deduction. The prescribed equipments do not include car, motorcycle and yacht that should be subject
to consumption tax. Simultaneously, the government abolished the old policies that imported equipments
are exempt from VAT and FIEs enjoy VAT refund if they purchase domestic equipments. Tax rate for
small-scale VAT payers shall be down to 3%.

B The existing regulations on business tax and regulations on consumption tax shall be amended accordingly.

Tax on Real Estate Transaction

The Ministry of Finance and SAT issued Circular on Adjusting Tax Policy for Real Estate Transaction

(Cai Shui [2008] No0.137) on October 22, 2008, stipulating that:

® [ndividuals who purchase a dwelling house of no more than 90 square meters for their first time shall be
eligible for a temporary deed tax rate of 1%. Certificate for First Purchase of Dwelling House should be
issued by competent housing authorities of the district where the purchased house is located.

® Individuals selling or purchasing dwelling house shall be temporarily exempt from stamp tax.

Individual selling dwelling house shall be temporarily exempt from land appreciation tax.

® This Circular came into effect as of November 1, 2008.



Individual Income Tax (11T)

SAT released Reply to Issues Regarding Levy of IIT on Individual Income Derived from Virtual

Currency Trading over the Internet (Guo Shui Han [2008] N0.818) on Sep. 28, 2008, stipulating that:

® [ndividuals who derive income from virtual currency trading over the internet like buying virtual currency
from game players and then selling it to others at a mark-up, shall be liable for IIT according to the item of
property transfer income.

® Original price of the virtual currency sold by individuals shall be equal to the price of buying that virtual
currency over the internet plus the relevant tax and fee.

® Competent tax authorities are granted the right to determine the original price of the virtual currency, if the
individual fails to provide proof of original price.

Corporate Income Tax (CIT)

SAT released Circular on Issue of CIT Treatment Related to Disposal of Corporate Assets (Guo Shui Han

[2008] N0.828 on Oct. 9, 2008, stipulating that:

® In an enterprise, following cases of asset disposal shall be regarded as an internal asset disposal rather than
a sale activity from which revenue is derived, since the ownership of such asset is not changed either
formally or virtually. Tax basis of the relevant asset shall keep unchanged.
v Using the asset for manufacture or processing of another product;

Changing form, structure or capability of the asset;

Changing use of the asset;

Moving the asset between headquarter and its branches. Transfer of the asset to others shall be

regarded as a sale activity that brings about recognition of revenue instead of internal asset disposal,

since the ownership of such asset is changed,;

Asset used for market promotion or sales;

Asset used for entertainment;

Asset used for staff award or welfare;

Asset used for distribution of dividend;

Asset used for outside donation.

® As for the above-said asset transfer, if the asset was made by enterprise itself, revenue from the asset
transfer should be recognized according to the price of the same asset sold in the same period; if the asset
was purchased by enterprise, the transfer revenue should be determined according to its price.

® This Circular came into effect as of Jan. 1, 2008.

AN NN

D N N N NN

Export Tax Refund

The Ministry of Finance and SAT recently issued Circular on Raising Export Tax Refund Rate of Part
Commodities (Cai Shui [2008] No0.138), stipulating that:

® Raising export tax refund rate of part textile, clothing and toy to 14%;

® Raising export tax refund rate of commodity and art chinaware to 11%;

® Raising export tax refund rate of part plastic products to 9%;

® Raising export tax refund rate of part furniture to 11% and 13%.



SAT released Circular on Issues Regarding Entry of Inland Goods into the Zones under the Special
Supervision of the Customs (“the Zones”) (Guo Shui Fa [2008] N0.91) on Sep. 24, 2008, including the
following points:

Customs declaration for export shall not be issued for the domestic material carried into the Zones and
used for the fundamental construction of the Zones and enterprise workshops in the Zones. If such goods
are sold to the Zones by enterprises outside the Zones, tax authorities shall levy tax on it according to
relevant regulations, and enterprises selling such goods shall not be eligible for export tax refund.

There is a number on the Form for Examining the Eligibility of Goods in the Zones for Customs Duty-Free
and Tax Refund, and this number shall be written in the column of Remarks of the customs declaration of
export (special for export tax refund) issued by the customs when the tax-refund goods enter the Zones.
Enterprises outside the Zones shall be allowed to apply for tax refund (exemption) to tax authorities with
the above-said customs declaration and other required voucher of export tax refund (exemption).
Productive and processing enterprises in the Zones should submit Form for Examining the Eligibility of
Goods in the Zones for Customs Duty-Free and Tax Refund (duplicate copy with corporate stamp) to
competent state tax bureau quarterly.

This Circular came into effect as of Feb. 15, 2008.

Foreign Exchange Management

State Administration of Foreign Exchange (SAFE) released Circular on Issues Regarding Implementation
of Registration of Enterprises’ External Credit under the Goods Trade Account (Hui Fa [2008] No.56) on
Oct. 30, 2008, stipulating that:

Advance payment and deferred receivables of enterprises shall be registered for management purpose.
Enterprises should handle the registration and deregistration of each item of their advance payment and
deferred receivables over the internet or at competent foreign exchange authorities.

From Nov. 15, 2008, if an import contract newly concluded by an enterprise includes any clause on
advance payment, the enterprises shall handle the registration of the contract on advance payment within
15 workdays from the day when the contract is signed. The enterprise shall go through the registration of
advance payment in foreign exchange within 15 workdays from the actual advance payment. If any
advance payment which is not stipulated in the contract actually occurs, the enterprise shall simultaneously
handle the registration of the contract on advance payment and payment in foreign exchange within 15
workdays from the actual occurrence of the advance payment. If the goods under the account of registered
advance payment are declared to the customs for import, or foreign exchange is returned as the goods are
not imported, the enterprise shall apply for deregistering the advance payment within 15 workdays from
the date when customs declaration for import of the goods is issued or the foreign exchange is returned.
SAFE shall verify the status of advance payment of enterprises on the basis of the payment in foreign
exchange for their imports of the previous period, and the situation of registration and deregistration of
advance payments. Except for the enterprises importing large-scale complete-set equipment, amount of the
advance payment of the enterprise shall not exceed 10% of payment in foreign exchange for import of the
previous 12 months as is the general principle.

This Circular shall come into effect as of Dec. 1, 2008.



The newsletter is merely provided to our clients and those who have interest in our business for
reference. We'll do our best to ensure the accuracy of the information in the newsletter. We have to
remind you that the content in the newsletter is abstracted from relevant documents, and therefore in
practice the original documents should be used for reference. Meanwhile, we welcome all of you to
consult professionals in our firm regarding the information in the newsletter, and also welcome all of
you visit our website www.deancpa.com.cn. We will render affordable and value-added services to our
clients. If there is a discrepancy between Chinese and English versions, Chinese version will prevalil.
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