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Tax and Accounting News 

 
The Pilot Policy Extended of to Nationwide for 

Value-Added Tax (“VAT”) in Lieu of Business 

Tax (“BT”) 

 
 

 
 
 
The pilot VAT reform policy initialized in Shanghai 

from January 1, 2012 will finally be pushed to 

nationwide. Recently, the Ministry of Finance and 

the State Administration of Taxation has announced 

CaiShui [2013] No.37, “the Circular on Tax Policies 

in the Nationwide Pilot Collection of Value Added 

Tax in Lieu of Business Tax in the Transportation 

Industry and Certain Modern Services Industries”, 

which would be carried out from August 1, 2013. 

Although a large number of related policies will be 

abolished and replaced, in general contents, there is 

little difference between the new policy in CaiShui 

[2013] and the pilot policy already implemented by 

certain provinces and municipalities.  

Certain regulations, which were set to eliminate the 

regional difference between “pilot area” and “non-

pilot areas”, have no existence necessity and would 

be cancelled under the new policy. 

 

Introduction of new contents 

 

Following the main adjustment in the new policy are 

listed out： 

1) Originally, the taxable service under the pilot 

reform policy include the service of land 

transportation, marine transportation, air 

transport, pipeline transportation, R&D and 

technical services, information technology 

services, culture creativity services, logistics 

supporting services, Tangible Personal Property 

leasing services, identification and consulting 

services. The “radio, television and film services” 

has also been added to the taxable service. 

(following are combined to be mentioned as 

“taxable service”) 
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Note 1:  The specific scope of taxable services 

shall be carried out according to the “Annotations 

of Taxable Services Scope” enclosed in CaiShui 

[2013] No.37, which has little changes compared 

with the replaced regulations. 

 

2) The scope of deductible Input-VAT has been 

further clarified. The “tax-control uniform invoice 

for the sales of motor vehicles” has been added 

as one type of deductible Special VAT invoice. 

In addition, the calculation method for VAT 

deduction would be limited to the sole scenario 

of “acceptance of railway transportation service” 

(the deductible input VAT is calculated by 7% of 

the transport invoice amount) 

 

Note 2: The new policy has cancelled the limit for 

the Input-VAT deduction on “Motorcycles, cars 

and yachts which consumption tax is payable”, 

and it indicates that if the purchased car is used 

for normal operation and the tax-control Special 

VAT invoice is obtained, the input-VAT is allowed 

to be deducted. 

 

Previously, the transportation service provider in 

the “non-pilot areas” could not issue the special 

VAT invoice. For their clients, the ordinary invoice 

issued by them is deductible by calculating 7% of 

the invoice amount. Along with the nationwide 

implementation of the pilot policy, the regional 

difference would disappear.  All the transportation 

service providers (except for railway) in different 

areas have been included in the pilot policy and 

could self-issue or apply to issue the deductible 

Special VAT invoice to its clients.  Therefore, the 

calculation method would solely apply to the 

railway transportation service. 

 

 

 

 

 

3) For calculation the VAT payables, the Treatment 

of “Balance Taxation”, deducting certain 

cost/expenses from taxable income, would also 

be limited to the sole scenario of “Financing 

lease of Tangible Personal Property”, due to the 

reason that most of the input-VAT for such 

industry’s cost could not be obtained. 

 

Note 3: The Treatment of “Balance Taxation” 

would be abolished. For certain taxpayers, the 

tax burden would be increased. For example, 

the exhibition hall rental fee paid by the 

Exhibition organizers, and the internal freight 

charges paid by the Class A forwarder, would 

not be deductible from its income any more, 

these taxpayer also could not obtain the 

corresponding Special VAT invoice for 

deduction. And at the current stage, it is 

unknown whether any other policy would be 

introduced later. 

 

4) Where a taxpayer provides taxable services for 

which the rules of exemption and zero tax rate 

shall apply, the zero tax rate shall be applied in 

priority. 

 

Other newly published circulars related with the pilot 

policy mainly include: 

 

(1) Announcement of the State Administration of 

Taxation on Qualification Recognition for 

General VAT Taxpayers under the Pilot 

Collection of Value Added Tax in Lieu of 

Business Tax in the Transportation Industry and 

Certain Modern Service Industries 

(Announcement 2013 No. 28 of the State 

Administration of Taxation) 
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(2) Announcement on Issues concerning the Filing 

of Value-added Tax Returns by Head Offices 

and Branches as Pilot Taxpayers in the Pilot 

Collection of Value-added Tax in lieu of 

Business Tax (Announcement 2013 No. 22 of 

the State Administration of Taxation) 

 

The Announcement No. 22 applies to certain 

taxpayers, who could file VAT returns by head 

offices and their branches on a consolidated basis, 

and this policy is narrowly applicable, as these 

taxpayers should be approved by the Ministry of 

Finance and the State Administration of Taxation in 

advance. While the Announcement No.28 has 

further clarify the application of the General VAT 

Taxpayer’s Qualification, which shall be paid 

attention to, especially for the newly established 

company, or small-scale taxpayer having the plan to 

apply for General VAT Taxpayer’s Qualification. 

 

The main points are: 

 

The distinguish between “can” and “should” 

Tax payers Obligation to apply for 

determination procedures of 

General VAT Taxpayer 

with an annual turnover of 

taxable services over 

RMB 5 million 

should 

with an annual turnover of 

taxable services below 5 

RMB million 

can 

 

(the annual turnover is the taxable service income 

within an operation period less than 12 months 

successively) 

 

-If a taxpayer engaged in,  

-sales of goods, provision of processing, repair and 

replacement service;  

-or provision of taxable service; 

 

 

The taxable sales amount of goods and labor and 

the taxable services shall be calculated separately, 

and the standards for the confirming of the 

qualification as general value-added tax payers shall 

be applied separately. It could be assessed as the 

General VAT Taxpayers if one type of sales has 

touched the corresponding criterion for sales volume. 

 

Our opinions and suggestions 

 

Along with the implementation of the new nationwide 

policy, the input-VAT for the purchased car would be 

deductible.  As the calculation method for deducting 

input-VAT and the Treatment of “Balance Taxation” 

would be abolished, the tax treatment of General 

VAT taxpayer would be less complicate, e.g. for the 

Forwarding Industry. 

However, the new policy is also a two-edged sword, 

which has increased the tax burden of the some 

taxpayers of special industry. As the new policy 

would have different affects on every individual 

enterprise, we suggest that companies should 

carefully assess policy changes impact on their own, 

and make preparation for the unfavorable factors if 

any. 

 

What can we help? 

 

Our professional consulting team and personnel can 

offer you consulting service of the above mentioned 

contents. The services include: 

- Give you the interpretation of the regulation related                

to this policy, 

- Analyze the influence and effects of this policy for 

your enterprise according to the actual situation. 

- Help the enterprise to enjoy the benefits from the 

policy, reduce the unnecessary losses which caused 

by the misunderstanding of the new policy. 

 

For more detailed information, please contact our 

professional team. 
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Catalogue of some important tax regulations und laws for the release period: 

16 February 2013 – 15 April 2013 

 

Release 

Date: 

Circular: Title: Effective Date: 

 
2013-02-16 

 
NDRC Decision (2013)  
No. 21 

 
Decision of the National Development and Reform 
Commission on Revising the Relevant Clauses under the 
Catalogue for the Guidance on Adjustment of Industrial 
Structure (Version 2011)  
 

 
This Announcement took 
effect on May 1, 2013. 
 

 
2013-02-19 

 
SAT Announcement 
(2013) No. 9 
 

 
Announcement of the State Administration of Taxation on 
Issues Concerning the Enterprise Income Tax Paid by Non-
resident Enterprises in the Pilot Collection of Value-Added 
Tax in Lieu of Business Tax 
 

 
This Announcement took 
effect on the day of 
issuance. 

 
2013-02-25 

 
SAT Order No. 28 
 

 
Administrative Measures for Tax Receipt   

 
This Announcement took 
effect on January 1, 2014. 
 

 
2013-02-25 
 

 
SAT Order No. 30 
 

 
Administrative Measures for Network Invoices 

 
This Announcement took 
effect on January 1, 2014. 
 

 
2013-03-12 

 
SAT Announcement  
(2013) No. 11 
 

 
Announcement of the State Administration of Taxation on 
Issues Concerning Income Tax on Policy-related Relocation 
of Enterprises 

 
The effective date of this 
Announcement shall be the 
same of SAT 
Announcement (2012) No. 
40. 
 

 
2013-03-13 

 
SAT Announcement  
(2013) No. 12 
 

 
Announcement of the State Administration of Taxation on 
Issues Concerning the Administrative Measures for Value-
added Tax and Consumption Tax on Export Goods and 
Labor Services 
 

 
Except for the provisions 
whose implementation time 
is clearly indicated, other 
provisions shall be come 
into effect on April 1, 2013 
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News from ECOVIS Ruide China 
 

3rd Ecovis Regional Asian Partner Meeting 
 
The 3rd Ecovis Regional Asian Partner Meeting 

was held from May 10 to 12, 2013 in 

Tokyo/Japan. Partners from China, Germany, 

Hongkong, India, Indonesia, Japan, South 

Korea, Malaysia, Poland, Qatar, Singapore, 

Taiwan, Thailand and Vietnam attended this 

annual event. The President of Ecovis 

International Mr. Kay F. Thomsen gave a short 

overview of the ECOVIS expansion in Asia and 

update on the quality issues and welcome all 

the newcomers. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Each office presented their input about “Doing 

business” and “Business culture” in each 

specific Asian country. In the meeting Mrs. 

Pingwen Hu was elected as Associated Asian 

Supervisory Board Member. 
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ECOVIS Ruide China Info is published for the clients and the 
professionals of Ecovis Ruide China. The contents are of a general 
nature only. Before taking acting on any information contained in this 
newsletter, please contact our ECOVIS Ruide China team for further 
consulting and support. ECOVIS Ruide China expressly disclaims all 
implied warranties. 

About ECOVIS 

 

Ecovis is a leading global consulting firm with its origins in Continental Europe. It has over 4,300 people operating in 
50 countries. Its consulting focus and core competencies lie in the areas of, tax consultation, auditing, legal advice 
and accounting and management consulting services. The particular strength of Ecovis is the combination of personal 
advice at a local level with the general expertise of an international and interdisciplinary network of professionals. 
Every Ecovis office can rely on qualified specialists in the back offices as well as on the specific industrial or national 
know-how of all the Ecovis experts worldwide. This diversified expertise provides clients with effective support, 
especially in the fields of international transactions and investments – from preparation in the client’s home country to 
support in the target country. In its consulting work Ecovis concentrates mainly on midsized firms. Both nationally and 
internationally, its one stop-shop concept ensures all-round support in legal, fiscal, managerial and administrative 
issues. The name Ecovis, a combination of the terms economy and vision, expresses both its international character 
and its focus on the future and growth.  


