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Corporate Income Tax (CIT)

Announcement on Measures for CIT Deduction on Asset Losses of Enterprises, SAT Announcement
[2011] No. 25, issued on 31% March 2011, effective from 1% January 2011. It including follow main
points:

v The assets in the New Measures mean the assets which owned or controlled by the enterprise and used for
related daily operating and management activities. It included: (1) Monetary asset- Cash on hand, cash in
bank, accounts receivable and prepayments (include note receivable, inter-company transaction and etc.,);
(2) Non-monetary asset- inventories, fixed assets, intangible assets, construction-in-process and
capitalized biological assets; (3) debt investments; and (4) equity investments.

v" New Measures have given formal definition to these two types of losses which allowed deducting
before calculating the taxable income of the enterprises for CIT purpose. (1) Actual asset losses

means there are reasonable losses incurred in the process of actually disposing of or transferring the



assets covered by New Measures. (2) Statutory asset losses means there are losses on assets that have
not actually been disposed of or transferred but are calculated and identified by operation of the
relevant regulations i.e. Circular 57 and New Measures.

According to the New Measures, if the enterprise did not deduct the prior year asset loss in the
current year, the enterprise has to declare it to the tax authorities and apply itemized reporting for
deduction.

According to the New Measures, if the enterprise did not deduct the prior year actual asset loss and
paid for the CIT, it allowed to deduct in the year in making belated claims, however, if the amount is
not enough for deduction, it can be extended for deduction.

If there is a loss after deducting the retroactive recognized loss from the actual asset's impairment
loss of the year, adjust the loss figure of the year while impairment incurred, then using the offset
losing principle to calculate over-paid corporate income tax of the coming years, tax treatments
should be in line with the preceding clause.

The enterprise allowed submitting the required asset loss evidence and information with tax filing
together to the tax authorities during annual income tax filing.

For loss of assets in general, the evidence consist of legal validity external evidence and corporate

internal evidence.

Types for loss of assets in general:

1.

2
3.
4

Monetary asset losses
Non-monetary asset losses
Investment losses

Other asset losses

New Measures are effective from 1 January 2011. At the same time, Old Measures and the circulars,

Guoshuifa [2009] No.88, Guoshuihan [2009] No. 772 and Guoshuihan [2010] No. 196 were abolished.

Individual Income Tax (11T)

SAT regarding on ‘IIT levy issues for the individual used shares to invest in listed company on

unpublished issued new capital share’, Guoshuihan [2011] No. 89 circular, issued on 7™ February

2011:

Under the "P.R.C Individual Income Tax Law" and its implementing regulations and other rules, Nanjing

Pudong Construction and Development Co., Ltd. held by natural person in its assessment of the company's

equity value, to participate in unpublished issued new capital share from SuNing Universal Co., Ltd., it

considered as equity transfer, those accessed income should be treated in accordance with the "income from

transfer of property” to pay individual income tax.



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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