Eay 585

NEWSLETTER
INVESTMENT AND TAXATION

SAEH, - 20114511 5 < 45 132 81 >

P A R

11 7 16 H, TABCH A E B 55 5 A A e 55 Be RS ) CENE B E G AT 280 5 R AitA 17
WL [2011]5 110 SANES 111 532, KT (S Iam A7 DR 55 b AR e (B i S i 7
%) L s s AN BUAIR S5 L E LB SUE R E R A S H I RE ) A1 Sz famn b AT
AR S5 B b A S AE S (A A O R RORUE ) BATA 2012 4F 1 H 1 HiE, 7E Ligmistisisi
LA 73 AR 55 e T P 7 M A A 48 (BB 1K A

MRS I AR D) EEIATHERL 17%F1 13% RSB LAl B, B 1% 6% MR,
BB HAE ) V%SRS, WFRFIERIRS . UL B . PG B A e & 2 BRI 3E A 6%
Bz 2) Wi BN 22 M AR L S8 B e BUEUR, R I A B e BB AR ED IR s 3) AT
ERE— BN SN BE NG SE RS, AT RN s 4) 3 s B N 50 FH 108 Ml B 22 BAIE B I
0, WA DLAESE; 5) SRR A X R E BN, SUE 3B E AT VA ik X

DU EER(EHELZEFP RNARATMSRKEZ AT SE | HIIEREMRR DIAMEERIERMYE | ()
BSEEIR , DARBSRERMIURE |, RN AER  AMSREuE. B, F(IRESA5E
ERMEREIRATNTWAL , BRDSEREFAIAIMLE www.deancpa.com.cn, A IFAFAIRY
EFRMUISLEEANRERSS. EIABRAD. SN0, LAPSO9HE,

Tax alert: VAT Reform

On 16th Nov 2011, the Chinese government took a giant step forward in its quest to apply a Value Added Tax
(VAT) across both its goods and services sectors. The Ministry of Finance (MOF) and the State Administration
of Taxation (SAT) joint announced the ‘Pilot VAT Reform Program’ and issued Caishui [2011] No.110 and
No.111 circulars, detailed ‘The Implementation Regulations for Transportation and Modern services industries
VAT Reform (Pilot Program)’, ‘The related issues regulations for Transportation and Modern services
industries VAT Reform (Pilot Program)’, ‘The Transformation Policies and regulations for Transportation and



Modern Services industries VAT Reform (Pilot Program)’. The pilot program initially will appropriate to
transportation and modern services industries in Shanghai and it will effect on 1* January 2012.

The main content for the pilot program as follow:

1) There are two additional new tax rates of 11% and 6% added which from the current VAT tax rates
of 17% and 13%. The transportation industries appropriated for the tax rate 11%, and modern services
industries (such as R&D and technical services, cultural and creative services, logistics and ancillary
services, certification and consulting services and etc) appropriated for the tax rate 6%.

2) The policy for reducing or exemptions of the Business Tax to the pilot taxpayer who enjoy the
technology transfers before the VAT Reform will modify to VAT exemptions or VAT levy first and
refund later.

3) The existent VAT taxpayer who obtained services from the piloted taxpayer is allowed to deduct the
input VAT.

4) During the pilot period, the levies policy for the Business Tax Gap base is allowed to continue to
apply for the pilot taxpayer.

5) During the pilot period, the new VAT collection will be retained by the original local governments.
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