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INVESTMENT AND TAXATION

- [EIBEI - 2010404 H < MBS 1163 >

fedl RS H

E #4528/ TF 2010 48 2 A 22 HRAREBLK (2010179 5 30T BAITE LN FrEBIEE TR A
BB EDY , HrP LU A2
LI S AN N
MR (i) 55 H LA IE , LB Bt R EiCE JEAAT T8 B 7 (14 P BCRASH1)
PN, NAZAE Ty 45 TR BB SO A PR AR AT AL 46 PR E S A SO N TR S B o R AL 5 4 oA 7 3
BN BT WA H R S FR R Eah Al B A3 (A o B A, AR 4 e $0A T
® LTS AN A )
AR A AL, AR 45 T LA R B AR AR A DA MO B S B
® T RAUE LB T AR YR T 5 )
ANV RN, N TR B AR B 58 BB B AR, BN SE I
FAL AR R BRI R A A 5, D B Lk A«
ANV AE TSR L BTN, ASFF R4 8 Al A 20 B A3 Hp Fe 12 T AT ] 6 23T 1) 400
® G ZURIAERLES PR TR A )
ANVAL G PEBE T A L ZERIAEON, W LR B A i A 25 A1 th R 43 i B8 2 I e s 1 H A
L CONGIE 28
© G TIAIE B BN G VB s 1)
Al [ s B P BN S, b AR A S5 AR A AU SR, n R A TR ) N
5 B P BERE TR IH A R ZEHUS I B AT R . EZ IR R A [ PR S 12 A
HWHEET .
® (VIR ANTE 554 =5 BT )
Al AR PGB AR, PR 8 (AR o A A7 B8 2 W AT 25 755 3 3
R AEE IR, AT I 8, NAZ R C(EFEBLS SR ST AR T8 4% g
TRAE 4 i) R ) (IR R (2009198 5D S ILAHUE $AT, BRI T DAFE TR IR 2278 2 H IR 44—
DCPEFTIRR, A AT LA BORTBIVE A SRR 98 FH IR A0 R 5 AL 2



RTHBRRBAVFEERRKBERRAE (BRFEETRRARS) B EEE, SBEHARFER
(i N RILAE S 8B AL RSN E ANV BT AABIEY Fod M BURAUE & B AL 2 10 &, B
FhisERE 2010 £ 2 A 12 HRAEBLE 2010169 5 (RTBUF =S8R AT EE
FNHRBHIREY , HE:

® R (rh A N RSN E A7 B0 A ANS E AV Fr A3 B s il an W) S5-E+ LA mRE, 24
S gilnl &2 AL T A B B -

® SMETHCTE AL AN E BB R (b N RALFNE S0 R B8 AV AN S AL T4 B 554k (1 R1
SE s KAV A T 2007 4 12 A 31 HHT HRE P Tz, SIEMBEA, sl 1h
TS BEIT P HA AN RIS 5E Al e A D § TR IR 2B 55 HLOHEHE C IR 888 48 7 E 2%
UPITAFBLN 40 % B, FRECBEANE TUAFRH i, B 242000 R B

ERBILERT 2010 4 1 A 26 HRAEBK (2010139 5 (ST RHAMINFTEBUEEH < &8 r#E

Y, ME:

® SATEL ZHUR AR 3 X 28 BTN Y RS T B K (2008) 28 53 RE, LS8
VR P E L ML TERIE A WO I IE T SN AL T A

® G HUAN MY I DX BT I AT 73 SOHUR 2 AF IR 300 H 20 B 8 CRO 335 5 00 1 2 PR AR ] (R 8 D550
RO R RSN IR g o5, 42 E B (2008) 28 5 SO RLE M S g 4k pr
(EE

® KBS ML FATHIE 15 AT AR A (AL SO, — s B AT I T DAL IE s XHEIROIUE AN
U TR AR T A AR, 22 R BRI 45 Ak o ARIZASTH AN ZRBEATAIER), BLS5
JApHs 2 IR STAR TR AT S ™l A B

BE

ExRBEERT 2010 4F 2 A 8 HRATEBIK 2010156 5 (< F-H7 FIAHK IR EL BT BB B 40 il f @

Yy, AR — S ABHW T

® ZUBI KI5 A 5 B4, B B AT HARAE 7] — 7k R 52 b a3 Sl B R 4R A A5 AU 4T 41 A0ULE )
—IRR SR B CEE Lo I, AT RS A AEBON R . R IR RS CeR
FEFEWHTHIA,  ALE R SRR A8 R TR, HrHngiiAsfd IS 40 s -



VA _EAZ AR E R R P BT AN E) L S RSB XA A FE, EAVER TR BT B AN, EAR
kA EE, LRARAA XL R, AFREAN, ASARAAKL, RN, RMRLE2H LA
13 85 RN E) o9 F AL, R AT B TE & A9 M 35 www.deancpa.com.cn. AT A RATEG R P =4
FRAELGIEGEIRS. ERES4ed . SR —5KE, AP AL,

356 3K K56 K6 3K K KK KKK KKK K KM K KR K KON K KK KKK KKK KOOOK KX

Corporate Income Tax

State Administration of Tax (SAT) issued Circular on Implementation of Some Policies Regarding
Corporate Income Tax (GuoShuiHan [2010] No.79) on Feb. 22, 2010, including the following points:

® Recognition of revenue from rent

Under the Article 19 of Implementation Regulations of CIT Law, if an enterprise has revenue from renting use
right of fixed assets, packing or other tangible assets, that revenue shall be recognized at the date when leaseholder
should pay the rent under the relevant contract or agreement. If the renter is a non-resident enterprise that has
establishment in China and reports and pays its CIT on an actual basis, this regulation is also applicable.

® Recognition of revenue from liability restructuring

For enterprises having revenue from liability restructuring, the revenue shall be recognized when contract or
agreement related to the liability restructuring comes into effect.

@ Recognition and calculation of revenue equity transfer

Enterprises that transfer equity shall recognize their revenue from the equity transfer when the transfer agreement
take effect and equity change formalities are completed. Income from equity transfer equals to the revenue minus
cost of acquiring the equity. When calculating income of equity transfer, the potential equity benefits in connection
with the undistributed profits of the invested enterprises cannot be deducted

® Recognition of revenue like dividend and bonus from equity investment

If an enterprise obtains revenue of dividend and bonus from equity investment, that revenue shall be recognized at
the date when stockholders’ meeting of the invested enterprise makes resolutions on profit distribution or equity
transfer.

® Recognition of tax base after putting fixed assets into use

As for enterprises that have put fixed assets into use, if invoices have not been fully issued due to unsettled project
bills, amount of fund prescribed by the relevant project contracts could be temporarily treated as tax base of the
fixed assets for depreciation purpose. After obtaining the invoices, the enterprises then make the relevant account

adjustment, but the adjustment should be completed within 12 months following the use of the fixed assets.



@ Start-up period issues

The year when an enterprise officially commences its production and operation shall be regarded as the fiscal year.
Expenses and expenditures that enterprises have ever incurred during the start-up period shall not be calculated
into the loss of the fiscal year. According to the Circular on Some Tax Transition Issues of CIT (GuoShuiHan
[2009] No0.98) issued by SAT, start-up expenses can be one-off deducted in the year of enterprise’s business

commencement, as well as treated as long-term amortization expense.

Regarding the facts that some foreign-invested enterprises (FIEs) are no longer entitled to the preferential

tax policies prescribed in the original PRC FEIT law and transitional tax policies due to their closure and

liquidation caused by the state development planning and adjustment (including urban construction

planning), SAT released Reply to Issues of Preferential CIT Policies Treatment in Connection with FIEs

Closed by Government (GuoShuiHan [2010] No.69) on Feb. 12, 2010, stipulating that:

® |n accordance with the Article 79 of Implementation Regulations of the original FEIT law, enterprises should
make a supplementary tax payment for the tax incentives they enjoyed previously.

® According to the Article 10 of the old FEIT law, the foreign investors of FIEs, who reinvest their share of profit
directly to their enterprises and accordingly increase registered capital, or use those profit as capital to establish
other FIEs with operating period no less than 5 years, shall obtain a refund of 40% income tax levied on the
reinvested amount. If a foreign investor of FIE made such reinvestment before Dec. 31, 2007 and obtained the
40% reinvestment tax refund with approval of tax authorities and then withdrew their reinvestment within 5

years, they shall pay back the refund tax.

SAT released Circular on Some Issues Regarding CIT of Construction Enterprises (GuoShuiHan [2010]

No.39) on Jan. 26, 2010, stipulating that:

® Trans-regional construction enterprises with branches in other places should strictly abide by principle of
“uniform calculation, graded management, local prepayment, consolidated filing, fiscal adjustment” prescribed
by the SAT’s ordinance of GuoShuiFa [2008] No.28 when calculating and paying their CIT.

® |[f a trans-regional construction enterprise has project divisions (including sections of the same nature) that do
not measure up to the branch standards, CIT of that divisions shall be consolidated to the headquarters or

branches for uniform CIT calculation according to the SAT’s ordinance of GuoShuiFa [2008] No.28.



Value-added Tax

SAT released Circular on Issues Regarding Deduction of Rebate from VAT Taxable Sales (GuoShuiHan

[2010] No.56) on Feb. 8, 2010, further confirming the following points:

® For VAT payers who sell goods with offering rebate, if they write sales and rebate amount respectively in the
column of “amount” of the same invoice, they shall pay VAT on the sales with deduction of rebate. If rebate is
filled in the column of “remarks” of the invoice instead of the column of “amount”, then the rebate cannot be

deducted from the sales.

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.
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