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To add value to our
clients and to be respected
tax advisers.

VISION:

To be a sustainable leader
in the financial services
industry for 100 years.

VALUES:

Always being customer-
centered;

Being professional,
honest and efficient.

Qingdao
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Committed to Finance & Taxation Services
For 18 Years
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Tax regulations that you should pay attention to...
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1. In order to optimize the taxation and business
environment and improve the taxation credit system,
the State Administration of Taxation issued the
Circular on Matters Relating to Administration of
Taxation Credit (SAT [2020]No. 15), which
stipulates:

(1) Non-independent accounting branches may
credit

voluntarily participate in taxation

evaluation. The '"non-independent accounting
branch" as mentioned herein refers to a branch which
is established by a corporate taxpayer, has non-
independent accounting status and has confirmed
registration information with the tax authority.

(2) The base-scoring rules in the taxation credit
scoring method will be adjusted from the beginning
of the 2020 annual evaluation. Where there is non-
recurrent index information in the recent three
evaluation years, the evaluation shall start from
100 points; where there is no non-recurrent index
information in the recent three evaluation years,
the evaluation shall start from 90 points.

(3) Where a taxpayer disagrees with the
evaluation, it may fill in the Application Form for
Taxation credit Re-evaluation in March in the
year following the evaluation and submit it to the
competent tax authorities for review, and the

latter shall review
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and make adjustment as the case may be in the annual
evaluation and provide self-inquiry service in relation
to the review status along with the evaluation results
to taxpayers.

(4) This Circular shall take effect from November
1, 2020

2. The Circular of the Ministry of Finance and the
State Administration of Taxation on Value-Added Tax
policies in Relation to Voluntary Conveyance of
Stocks (SAT MOF [2020]No. 40) provides:

When a taxpayer transfers stock for free, the
transferor shall pay VAT subject to the regulations
for "transfer of financial instruments', taking the
purchase price of the stock as the selling price.
When the transferee re-transfers the above-
mentioned stock, the selling price of the original
transferor shall be regarded as the purchase price,
and the VAT shall be calculated according to the

regulations for "transfer of financial instruments".

3. The Ministry of Foreign Affairs of the People's
Republic of China and the National Immigration
Administration issued the Notice on Entry of
Foreigners with Three Types of Residence Permits on
23 September 2020, the main points being as follows:
(1) Effective from 0:00 of September 28, 2020,
entry of foreigners with valid Chinese Permits for
work, private affairs and family reunion will be
allowed without the necessity of applying for new
visas.

(2) If a permit of the above three categories held by a
foreigner expires after 00:00 of March 28, 2020, the
holder thereof may apply for visa to the Chinese
embassies or consulates abroad by presenting the
expired permit and relevant materials, provided
that the purpose of the entry to China remains
unchanged, and the holder of such visa strictly abide
by China's regulations on epidemic prevention and

control.
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Brighture BBO in 2020
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Theme group activities of BRIGHTURE were
held in Hui Harbor Holiday Resort on September 26,

2020 in the golden season of harvest and refreshment.

Colleagues gathered at 8:30 in the morning and
set off for Hui Harbor Holiday Resort amid laughter
and songs. We soon found ourselves at the beautiful
seaside tourist destination with gentle breezes.

We reached our destination with singing and
laughing all the way. The gentle sea breeze is blowing
on the face, and the waves are dancing gracefully, like
welcoming us...

To test the teamwork spirit of the colleagues,

adventure games were played by all the people

present in two teams: “Gods and Goddesses” and
‘GEnjoy77'
The first game was “Hula-hoop relay”, in which

a hula hoop was passed from one colleague to another
without being touched by hand. This is a difficult
challenge and warm-up exercises were conducted to
study and develop the right and efficient methods for
the game. Great enjoyment of the challenge was
experienced through  various difficult body
movements of the contestants, and eventually, “Team

of Enjoyment” became the winner.
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Brighture BBQ in 2020
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BV Al o o R A SR — 4 team was further divided into 2 groups, and each

group was to make a ball beating a drum for 3
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sy R, KREFOWm, ST, m&, “H Then, our games came to the last round: “relay
BN R —%, race”. Each team selected 6 people for the relay. At

minutes. People tried various ways in the warm-up

exercises to find the best method to keep the ball

the end, “Enjoy” Team prevailed, thus becoming the
winner of the total games.
The games ended with all the colleagues in

hunger, and an ensuing barbecue pushed our activities

to a climax.
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future!
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The 8" Brighture Salon for 2020 was held
through Live Broadcast from 19:00 to 20:00 on
September 24, 2020 under the theme of “Fiscal
preferential policies and tax planning for small and
micro enterprises”.

The resource person for this lecture was Eileen
Song, department manager of Brighture (Shanghai), who
has six years’ experience in Brighture and has provided
fiscal trainings and tax planning services for the
management of various enterprises.

Ms.Song’s lecture covered the major points of
the preferential fiscal policies, and the understanding
and the approaches for making use thereof.

1. Two criteria for small and micro enterprises:
(1) Criteria based on statistical requirement:

Subject to the Measures for Determination of Large,
Medium, Small and Micro Enterprises for Statistical
Purpose issued in December 2017 by the National
Bureau of Statistics, the criteria shall be based on such
indexes as the number of employees, business income
and total assets taking into account the characteristics of
the industry.

(2) Criteria based on taxation requirement:
Enterprises engaged in businesses not restricted or
prohibited by the state, with annual taxable
income not exceeding RMB 3 million, total
employees not more than 300 and total assets
within RMB 50 million. (abbr. 355)

2. The State introduced many preferential fiscal
policies to support small and micro enterprises,
including the following:

(1) In relation to corporate income tax: For the
part of taxable income of small and micro
enterprises not exceeding RMB 1 million, the
actual tax burden rate shall be 5%; for the part
exceeding RMB 1 million but not exceeding
RMB 3 million, the actual tax burden rate shall
be 10%.

(2) VAT:

VAT shall be exempted for small-scale VAT
payers with monthly sales of less than RMB
100,000 (inclusive) or quarterly sales of less

than RMB 300,000 (inclusive).
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(3) Employment security fund for the disabled:
Employment security fund for the disabled shall be
exempted from January 1, 2020 to December 31,
2022 for an enterprise with total employee no more
than 30 (inclusive).

3. Taxation planning and tax burden minimizing
(1) Pay attention to critical taxation point for tax
planning: There are many tax planning methods
based on critical point, including deferred income
method and accelerated fixed assets depreciation
method which are the most commonly used.
Regardless of other factors, the relationship between
the planning cost and the amount of taxable
income before the planning must satisfy the
following conditions from the perspective of
increasing after-tax earnings only: Assume that the
taxable income before planning is X (more than RMB
3 million), if the taxable income is to be reduced to
between RMB 1 million and RMB 3 million and the
expenditure in the current period is RMB Y
(assuming that the pre-tax deduction can be made in
full),

Then: X—3,000,000 = Y<16.67%X+5.56

(2) Pay attention to organization form for tax
planning: Enterprises must choose the most suitable
organization form taking into account their actual
situation after

comprehensive weighing the

advantages and disadvantages in respect of
industry characteristics, life cycle, management
cost, financing difficulty, cash flow, corporate
reputation and other factors.

As a professional service agency, Brighture
can customize reasonable tax planning schemes
for enterprises according to the actual situation of
enterprises and considering the characteristics of

enterprises and industries comprehensively.
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LRTYE: B & @ M Bi20204 %9 Offline Salon: The 9™ Brighture Salon in 2020

Topic: Recognition of high-tech enterprises and

subsidies for science and technology

Time: 19:00-20:00, October 30, 2020(Friday)
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money from the bank in their own name but the
money borrowed is used for company operation, can
the interest expenditure be deducted before corporate

income tax?

A: Article 12 of the Notice of Hebei Provincial Local
Taxation Bureau on Issues Concerning Final Settlement
of 2010 Enterprise Income Tax (Notice of Hebei
Provincial Local Taxation Bureau [2011]No. 1) on the
deduction of interest incurred by an individual for loans
which are used by enterprises provides: Where an
individual borrows money from a financial institution
using his personal property as collateral but the
money is for the use of an enterprise (there must be an
agreement between the individual and the enterprise),
the interest incurred can be deducted before
corporate income tax, provided that there is concrete
evidence proofing that the money borrowed is directly
paid to, and the interest is paid from, the corporate
account. Where the shareholders of a company
borrow money from the bank in the name of
individuals and the interest note issued by the bank
shows that the payer is an individual, such interest, in
principle, cannot be deducted before corporate
income tax although the money is used for the
operation of the enterprise. It is suggested that when
our clients sign loan contracts with the bank, it shall
be indicated in the column for the purpose of the fund
that the loan is for the use of the enterprise, and
negotiate with the bank to pay the loan directly into

the corporate account.
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Disclaimer: BRIGHTURE Newsletter is for reference only. Please rely on
the relevant laws, regulations and the decisions by local administrations.




