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Value Added Tax (VAT)

The State Administration of Taxation issued Announcement [2011] No.13 on 18th February 2011.
Announcement 13 sets out circumstances under which the transfer of tangible goods may not be subject to
Value Added Tax (VAT) in a corporate restructuring.

According to Announcement 13, certain corporate restructuring involving the transfer of tangible goods
will be regarded as falling outside the scope of VAT. The criteria for a qualified corporate restructuring are
as follows:

® The taxpayer transfers tangible goods in a corporate restructuring that takes the form of a merger, split, sale,
swap;

® The taxpayer transfers all or part of the tangible assets together with related debt claims, liabilities and work
force to other units or individuals.

® This Announcement shall come into effect as of 1 Mar 2011. Same issues that have not been treated as stated

above in previous years shall be dealt with according to this Announcement.
Shanghai eases foreign exchange control on remittance of reimbursements

The Shanghai Branch of the State Administration of Foreign Exchange (“SAFE”) issued a circular in Dec
2010 (Shanghai Huifa [2010] N0.192, “Circular 192”) to ease the foreign exchange control requirements on
the remittance of reimbursements by Shanghai entities. The new circular makes it easier for foreign
investment enterprises in Shanghai to make such reimbursements to affiliated companies outside China.

In accordance with the rules in Circular 62 which The SAFE issued guidance in 2004 (Circular Huifa [2004]
No. 62, “Notice on Service-Trading Foreign Exchange Remittances for Multinational Corporations”), the
Shanghai SAFE circular allows qualified Chinese subsidiaries of MNCs to remit a reimbursement under
service-trading items provided they have an Approval Instrument issued by the SAFE Shanghai Branch.
Other entities may make a remittance under service-trading items as follows:

(1) Enterprises falling in one of the following categories may apply to make a direct reimbursement on the basis
of the Filing Form for Remittances issued by the Shanghai Branch of the SAFE:

® Regional headquarters of MNCs recognized by the Shanghai Municipal Commission of Commerce;
® Foreign investment research and development centers recognized by the Shanghai Municipal Commission of
Commerce;



® Foreign investment advanced enterprises recognized by the Shanghai Municipal Commission of Commerce
and the Shanghai Association of Enterprises with Foreign Investment;

® Key service outsourcing and service trading enterprises recognized by the Shanghai Municipal Commission of
Commerce;

® [nsurance and insurance agency institutions.

(2) Other enterprises:

® For each foreign exchange payment not exceeding the equivalent of USD 100,000 (inclusive), an enterprise
can apply to make a direct reimbursement through a bank;

® For each foreign exchange payment exceeding the equivalent of USD 100,000, an enterprise must obtain
approval from the Shanghai Branch of the SAFE and then apply to make a reimbursement payment through a
bank.

The newsletter is merely provided to our clients and those who have interest in our business for
reference. Well 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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