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Export Tax Refund

The

Ministry of Finance and State Administration of Taxation (SAT) issued Circular on Raising Export Tax

Refund Rate of Textile and Clothing (CaiShui [2009]No.14) on Feb. 5, 2009, stimulating that:

On Feb. 1, 2009, export tax refund rate of textile and clothing was raised to 15%.

Corporate Income Tax (CIT)

SAT

issued a circular on Measures (Tentative) for Management of Pre-tax Deduction of Enterprises’

Research and Development Expenses (GuoShuiFa [2008] No.116) on Dec. 10, 2008, stipulating that:

If an enterprise undertakes R&D projects prescribed in the Scope of Nationally-supported Hi-tech Projects
and Year-2007 Guidance for Key Scope of Preferentially Stimulated Hi-tech Industrialization promulgated by
the National Development & Reform Committee, it shall be allowed to deduct a multiple of relevant
expenses and expenditure it actually incurs in the fiscal year while calculating taxable income.

In the event that an enterprise consigns a R&D project to other entity, the enterprise (consignor) shall deduct
a multiple of R&D expenses before CIT according to relevant regulations, and the consignee cannot make
such a deduction of the expenses again.

If R&D expenses have been recorded in the profit/loss account in the period but not transformed into
intangible assets, then 50% of the R&D expenses actually incurred in the same fiscal year could be directly
deducted from the taxable income of the year.

The R&D expenses that have been transformed into intangible assets shall be amortized before tax by 150%
of the cost of the intangible assets. The period of amortization shall be no less than 10 years, unless otherwise
legally required.

If an enterprise undertakes many R&D projects within a fiscal year, it should make a classification of the
deductible R&D expenses according to the different projects.

If a group undertakes a high-end or large-scale R&D project which needs to be completed with the group’s
concentrated work, the actual R&D expenses of that project could be amortized on the beneficial member
subsidiaries according to certain method of amortization.

This Measure came into effect as of Jan. 1, 2008.



New Regulations on Submission of Required Documents Related to Non-trade Income
Tax

State Administration of Foreign Exchange (SAFE) and SAT released Circular on Issues Regarding
Providing Tax Proof When Handling Foreign Payment for Service Trade and Other Businesses (Hui Fa
[2008]No0.64) on Nov. 25, 2008, stimulating that:

If domestic entities and individuals make a single foreign payment of more than USD 30,000, they should
apply to competent tax authorities for Tax Receipt of Foreign Payment for Service Trade, Gains, Constant
Transfer and Part of Capital Account according to relevant regulations, when deriving the following kinds of
foreign exchange income from service trade, gain, constant transfer and capital account:

v Service trade income derived from Mainland China by offshore entities or individuals;

v’ Salary paid to expatriates for their work in Mainland China; gains and constant transfer account income
of dividend, bonus, profit, direct loan interests, guaranty fee and others derived by offshore entities or
individuals from Mainland China;

v Financing rent, realty transfer income and share transfer income derived by offshore entities or
individuals from Mainland China.

Service trade includes transportation, tourism, communications, construction, installation, contract labor

service, insurance service, financial service, computer and information service, patent and royalty, sports and

entertainment service, other commercial service, governmental service, etc.

Income includes salary, investment gains, etc.

Constant transfer includes non-capital transfer like donation, compensation, tax, contingent income and

others.

Domestic entities or individuals do not need to apply for and submit tax proof if they make foreign payment

for the following items:

v Offshore expenses like business trip fees, meeting fee, commodity exhibition fee, etc. incurred by
domestic entities;

v Office fee of offshore establishment of domestic entities, and construction fund prepaid by domestic
entities for their offshore contract construction;

v Offshore import & export trade commission, insurance fee and compensation incurred by domestic
entities;

v International transportation fee paid to offshore entities under the import trade account;

v Various fees like repair, gasoline, port charge and others incurred by domestic transportation enterprises
undertaking in transportation business;

v Foreign exchange used by domestic individuals for the purpose of overseas study, sightseeing, family
visit and others.

This Circular came into effect as of Jan. 1, 2009.

Value-added Tax (VAT) on Imported Equipment

The Ministry of Finance, China’s Customs and SAT issued Year-2008 No.43 Ordinance on Dec. 25, 2008,
stipulating that:

Levy of import VAT on the following imported equipment shall be restored: imported equipment used by
nationally-encouraged domestic investment projects and foreign-invested projects, imported equipment used



for projects with foreign government loan and international financial institution loan, imported equipment
provided free by foreign processing trade enterprises, and affiliated technology, accessories and spare parts
imported together with the above-said equipment based on the relevant contracts.

Levy of import VAT on the following imported equipment shall be restored: imported equipment used for
technological improvement carried out by foreign-invested research & development center and
foreign-invested enterprises, including technology, accessories and spare parts related to those imported
equipment.

Levy of import VAT on the following imported equipment shall be restored: imported equipment and the
affiliated technology, accessories and spare parts used by software development enterprises, circuit plants,
urban metro projects and others.

These Regulations came into effect as of Jan. 1, 2009.

Management of Tax Levy

The Ministry of Finance and SAT released Circular on Some Issues Regarding Levying Real Estate Tax on
Foreign-invested Enterprises and Foreign Individuals on Jan. 12, 2009, stipulating that:

Real estate tax shall be levied on real estate of foreign-invested enterprises and foreign individuals since Jan.
1, 2009.

Foreign individuals and foreign-invested enterprises who take foreign currency instead of RenMinBi as their
basic bookkeeping currency should convert their tax, calculated based on their bookkeeping currency, into
RMB according to the average RMB exchange rate of the last day of the last taxpaying month while paying
real estate tax.

Real estate tax shall be levied by tax bureau of the district where the real estate is located.

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 prevail.

HEHEAL kAR HL1F (Tel): 53832277*168 EFEX B 7 HL i (Tel): 53832277*111
Youli Zhang  HL {54 (Email): Jude Wang HL {5 4 (Email):
ylzhang@deancpa.com.cn weiwen@deancpa.com.cn
I foil 3 IPX A LT (Tel): 53832277*118
Jenny Zhou  FEF{E4f(Email):
jenny.zhou@deancpa.com.cn




	张有礼
	王伟文
	Youli Zhang
	Jude Wang
	周剑英
	Jenny Zhou
	电


