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(3) The amount of VAT input that is permitted to
be deducted from Domestic Passenger Transport
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Services refers to the amount of VAT which
incurred on and after April 1, 2019 and
indicated on valid VAT deduction documents
or calculated on the basis thereof. Where the
VAT deduction document is a VAT invoice or
VAT General E-invoice, it refers to VAT
invoice or VAT General E-invoice issued on
and after April 1, 2019.

The “Sales” contained in Clause 7 of the Public
Circular of the Ministry of Finance, State
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Administration of Taxation and the General
Administration of Customs on Policies for Deepening
VAT Reform (MOF, SAT, GAC [2019] No.39)
includes the sales for tax-declaration, the tax-
audit sales and tax-appraisal sales. The sales for tax-
declaration include sales based on general tax
calculation, sales based on simple tax calculation,
tax-free sales, sales with invoice issued by tax
authorities, export sales subject to tax-exemption,
tax-credit and tax-rebate schemes, and sales under
refund-upon-payment.
(4)Subject to the approval by the Ministry of Finance
their
the
application of the mark-up deduction for a head

and State Administration of Taxation or

authorized financial and taxation agents,
office and its branch offices that pay VAT on
shall be based on the

aggregate sales of the head office itself and its

consolidated account
branch offices.

2.The Ministry of Finance and the State Administration
of Taxation (SAT) released “Public Circular on Mark-
up Deduction Policies for VAT for Life-Oriented
Services” (MOF & SAT PUBLIC CIRCULA [2019]
No. 87) to alleviate the tax burdens for life oriented
service sector, promote industrial and business
development, enhance social services and people’s
living standard. The Document stipulates the following:
(1)From October 1, 2019 to December 31, 2021,
taxpayers in life-oriented service sector are
permitted to add 15% of the deductable input VAT
of the current period to off-set tax payables.

(2)For the purpose of this Public Circular, the taxpayers
in life-oriented service sector refer to the taxpayers
whose sales income from life-oriented services account
for over 50% of the total sales.
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The 9" Brighture Salon was held from 14:00 to
16:00 on September 27, 2019 under the theme of
“Understanding the Latest Policy for Corporate
Income Tax and Control of Tax-Risks”.

The resource person for this event was Ms.
Caroline Du, Manager of Chinses Dep.2 of

years’ experience in Brighture and profound
theoretical basis and rich professional practices. Ms.
Caroline Du’s lecture covered three topics, namely,
the impact of the big data environment for tax
collection and administration to the businesses,

issues in respect of corporate income tax annual .
settlement adjustment, and internal tax audit and ng dao
risk control.

1. With the help of the early warning
assessment system of the Golden-Tax Phase III
tax collection and administration software and
based on the settings of the system, tax authorities
can analyze the information in respect the enterpriseg
and the logical relations on monthly basis, and
conduct tax risk test based on the tax-related
problems, links and behaviors of the enterprises
since their incorporation, screen out suspicious
information for early warning assessment and
conduct audit on the important information
through double-random lottery. Tax authorities arg
usually concerned about the income, cost and
expenses, inventories and tax payables in order to
determine if the tax payments are reasonable.

2. Tax adjustment issues In circumstance wherg
a taxpayer failed to get invoice or external document
which should have been obtained, or the invoice or
external document obtained is not valid but the
payment is genuine and effected actually, the
business concerned should, prior to the closure of
the annual settlement (May 31) demand the
counterparty to issue retroactive invoice or the
drawer of the invalid invoice or the maker of the
invalid documents to make good ones, otherwise
no pre-tax deduction is permitted.

3. Indexes used by tax authorities for tax
assessment and analysis: gross profit margin = (mai
business income - main business cost) / main
business income; assessment and analysis: analysis
of gross profit must be based on the particular
sector, since there are great differences between
different sectors; possible problems: overstatemen
of costs (costing method), understatement or
omission of incomes, and obtaining false invoices.
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Shanghai Contact Details:

Room 1612, Tomson International
Commercial Building, No.710 Dongfang Road,
Pudong District, Shanghai

Tel: +86-21 6890 7629

Email: cpash@brighture.com
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Q: A company enjoyed the preferential
policies for small and low-profit enterprises
when making prepayment of corporate
income tax, but at the time of annual
settlement, it was discovered that it is not
eligible for the aforesaid preferential
policies. What’s to be done?

A: A small and low-profit enterprise can
enjoy the preferential policies for small and
low-profit enterprises when making
prepayment of income tax if it meets the
conditions for small and low-profit enterprises
explicitly stipulated in the Public Circular of
the State Administration of Taxation on Issues
of Preferential Income Tax Relief Policy for
Small and Low-Profit Enterprises (SAT
PUBLIC CIRCULAR [2019] No.2). However,
some of the conditions such as total assets,
total staff and taxable income are measured
on annual basis and can be finally
determined only at the time of annual
settlement. Business that meets the conditions
at the time of annual settlement can continue
enjoying the preferential policies, while those
that failed shall be disqualified and pay
corporate income tax as ordinary enterprises.
Q: What type of document can be used as
the proof for input tax deduction of
domestic passenger transportation service
bought by an ordinary VAT payer?

A: The type of document that can be used as the
proof for input tax deduction of domestic
passenger transportation service bought by an
ordinary VAT payer include: VAT invoice, VAT
electronic general invoice, air transport e-ticket
itinerary with passenger’s identity, train ticket
and bus ticket etc.

Qingdao Contact Details:

Room 602,Fulin Building,N0.87 Fuzhou
Road, Shinan District, Qingdao

Tel: +86-532 8597 9808

Email: cpagd@brighture.com

www.brighture.com

Please rely on the

relevant laws, regulations and the decisions by local administrations.
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