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Part One Chinese Taxation System

Chapter 1 Value Added Tax

Section 1 Taxpayer, Taxable Events & Tax Rate

1. 1 Scene Dialogue

1.1.1
(Mr. Smith of Green Company came to Tax Bureau for regis-
tration of Value Added Tax and tax officer Li Ming is responsible to

meet him. )

Smith: Excuse me. Is here for tax registration ?

Li: Yes. Do you carry the relevant certifications and materials ?

Smith : Here are the approval documents issued by the Minister of
Foreign Economic Relation & Trade (“MOFERT?”), the
contract for enterprise establishment, the business licence
issued by the State Administration for Industry and Com-
merce and the feasibility study report of our company.

Li; (After looking through the documents and materials which
Mr. Smith submitted)
Ok, please fill out the Tax Registration Form.

Smith: (Filling out the Form) Oh, sorry,what is the definition of

oy —



Part One

Smith :

Li:

Smlth T

Smith s

" Smith:
Li:

1.1.2

General Taxpayer in this column ?

It refers to the enterprises and individuals who sell goods,
provide the service of processing, repairing and replace-
ments and import goods within the boundaries of P. R.
China, including enterprises with foreign investment and
foreign enterprises. Apart from the small—scale taxpayer,
all these persons will be deemed as General Taxpayers of
VAT and should pay the VAT according to the tax law.
If a foreign company has no Permanent Establishment in
China and carries out taxable activities in China, should it
pay VAT?

If in this case, the agent of this foreign enterprise is deemed
as the withholding agent; Otherwise, the buyers should
withhold the tax when they purchase goods.

For the sales of computer software owing to ownership
transfer of patents and know—hows, should it be subject
to VAT ?

No, it should be subject to Business Tax. However, if the
software publication is for the purpose of business, then
VAT will be imposed on this transaction.

Could you tell me the tax rates of VAT?

There are three categories of VAT rate: 0, 13% and 17%.
Thank you. Here is the Tax Registration Form.

You are welcome. We will issue the Tax Registration Cer-

tificate within 10 days.

(Mr. Smith meets with Mr. Frank of Read Company in the
J— 2 J—



TAXATION ENGLISH

Foreign Taxation Branch of the State Taxation Bureau. )

Slmth :
Frank :
Slmth :
Frank .

Simth 1

Frank:

Sxmth :
Frank :

Slmth s

Frank :

Hello, Frank. What are you doing here?

Hi, Smith. I come here for tax registration purpose.

But I know your company just begins to produce. There is
little production, right?

Yes. Our company’s annual sales amount is approximately
RMB 500 000, so we are treated as small —scale taxpayer.
What’s the difference between the small — scale taxpayer
and general taxpayer?

In computing the amount of tax payable for small — scale
taxpayers, the tax payable shall be calculated based on the
total sales amount.

But the small~—scale taxpayer’s tax rate is applicable to the
lower rate in accordance with the tax law, right?

Yeah. However there is some inconvenience in selling goods
and purchasing raw materials.

That’s true. You’d better to be treated as general taxpayer
as soon as possible.

You're right. We are trying our best to have sound ac-

counting system. It’ll be better in the next year, I guess.

1.2 Text

1.2.1

The Small —Scale Taxpayer

Pursuant to the VAT Law, the small—scale taxpayers refer to

the persons as the following :

._3'
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1. Engaging in wholesaling or retailing of goods and its annual tax-
able sales of which subject to VAT (hereinafrer referred to as
“taxable sales amount”) is below RMB 1. 8 million;

2. Engaging in the production of goods or provision of taxable ser-
vices, and principally engaging in the production of goods or pro-
vision of taxable services but also in wholesaling and retailing of

goods, and its annual taxable sales amount is below RMB 1 mil-

lion .

In addition, regardless whether the annual taxable sales
amount exceeds the above —mentioned standards, non —enterprise
units and enterprises which do not often have taxable activities, are
deemed as small—scale taxpayers.

Moreover, the small —scale taxpayers can be registered as the
general taxpayer assuming the accounting system is sound and can
provide accurate tax information and get the approval of the tax bu-
reau in charge.

Once the small—scale taxpayers have been confirmed as gener-
al taxpayers, they cannot be reclassified as small—scale taxpayers.

Please note, the sales amount of small —scale taxpayers does
not include the tax payable. For small — scale taxpayers selling
goods or providing services that adopt the method of setting prices
by combining the sales amount and the tax payable, the sales

amount is computed under the following formula.

Sales amount including tax
1 + Assessable rate

The assessable rate for the small—scale taxpayer is 6%.

Sales amount =
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1.2.2 Taxable Events of VAT

Value—added tax shall be levied on the sales of goods, provi-
sion of processing, repairs and replacement services and the impor-
tation of goods within the territory of P. R. China.

" “Sales of goods”refers to the transfer of the ownershlp of goods
for any consideration.

“Goods”refers to tangible moveable goods ,including electricity ,
heat and gas.

“Processing " refers to the business of contracting to process
goods, where the contractor supplies the raw material and major
materials and the subcontractor maniifactures the gobds in accor-
dance with the requirements of the contractor and receives’a pro-
cessing. fee.

“Repairs and teplacement” refers to the bﬁsfneSs of contracting
to carry out repairs of damaged or malfuin“étft')-ned"g‘bbdsé‘,? 30480 re-
store the goods to their orginal conditfons and functions. .

The following activities of ttnits or individual operators: shall be
deemed as sales of goods and shall pay VAT . :

1. Consignment of goods to others for sale;

2. Sale of goods under consignment;" R

3. Transfer of goods from one establishment to other establish-
ments for sale by a taxpaver that maintains two of ‘ote ‘eseablish-
ments and adopts consclidated accounting, unless the relevant es-
tablishments are maintained in the same county (or city).

4. Application of self —produced or processed goods to produce
non—taxable items;

— 5 -
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5. Use of self —produced or processed goods for collective wel-

fare or personal consumption ;

6. Giving out self —produced,processed or purchased goods to
others as free gifts;

7. Provision of self —produced , processed or purchased goods as
investment ;

8. Distribution of self — produced, processed or purchased

goods to shareholders or investors.
1. 3 Words and Special Terms

Value Added Tax(VAT) HEB

Tax Registration Form #&%i0%
Feasibility Study Report R[ {7 R R E
taxable event(taxable activity) BT A
enterprise with foreign investment #PEF 3 ¥ £k
Business Licence & /.t I

general taxpayer — B A
small—scale taxpayer /NEELAEL A

Tax Registration Certificate B %55 i0iF
repair & replacement {ZFEBGRE
consignient processing & L5l

be deemed as sales PR 446

assessable rate fiIF Yt

collective welfare B2 K37 H)
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1. 4 Exercises

Translate the following sentences into English:

1 RAFNEERIIRZS, HHAEER.

2. RATINBEMMIE O, ERAFRE.

3. REVTABHEHE 180 T LU T, HaithERS.
E LR Wi % — B AT R

4 U EDETHEIC 30 UK, MEERENRHER
FEIT,

5. RAERE R SHM, XRHRFER.

SHEFN

F—E HER

5% HMRA BRIFAREE

L1 EERXE

1.1.1
(R ] by E S RS R B E R RS EID B
£EREHRTERFL.)
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S
Zz B
L& 2B
ZFH.
L2

% W,

L& 20
Zz 9.
LR
2
SEER
ZF 9.
.
W

1.1.2

TR, BEXEHERFEILS ?

R, BH T HREOIEFMITRG 2

XA 1 AP B R B T R WA S, WALk
ik @%Iﬁﬁﬁ%&ﬁ?kéﬁﬁik&“ﬁﬁ‘fﬁﬁ
RS,

(?Wiﬁ!ﬁ%iﬁ?&ﬂ@i#i‘)ﬂ% ﬁ‘&?ﬁgﬁ%

T BRER,

(RR) R, XT?FE x— #‘—‘B‘J“*iﬁ@!ﬂk"ﬁx%ﬁ

Toare

E*Iﬁm%%ﬁ‘%iﬁ%ﬁﬁtﬂul ’éﬂ ﬁﬁ%%u
Bt ey B RAA , EARREALASNE
alk, B/NBEABAS, BE—RBBA, FiX
Rk AR

4 5 AN £ b A o B A R L WL R
T RBAT N LA 488

FEXRIG BB SN E 4 i R A X
HA, mERHERBA, UWTEEINELEFA.
R E WL T FIE RIS RN T &4
R BT BB X R B E A E R
XEERT AR LB ARk 4 7 W R B A
BRI

IREEEIRRIBER A BIRG?

WEBMBEE =, 0.13%M 17%. =~ i
B, XRREFHBSBILE.

AEER, REBE 10 RNER“BRE BT,

(i%ﬁﬁﬁ@%ﬁ%%XT&F%ELLT%@"TE‘J%“% )
2oz, 8 -
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REW.  REF BERRETG A

BET. R SEEN FORDEEFHIC.

SEH . ARICEBIRAE A RIBIFFLG >, 7B R R

HBET: BHLRITMS GBI A 50 AT, frl RIOTERE A
INBRABAIF

SERT MBI EC —RABNEH AR

B, ENNBHNTEEFERR . ROZUSHHE ST
EEBA.

S, (ERBEBE,MUBABGE AR B, SRR

2. R EEHES KWL RS T ERATE.

S . IR 1B S REREN —BABRAAT.

ey, BH,RINERNBLRITWSITHE. HitHEHH
e —2,

1.2 3L
1.2.1 INRRABLA

BERERE, MIBABAKNYR THARA

1. NEEHERTEHRBEAN, FNEHERAENE
180 Fi el T .

2. NEEWEFERBENBE SHABARU ERLFEH
=, #WEEYMERTEMNHBRA ENERERASRE 1007
LA T

BAh, WA N B EHR S B MR AR AR AR
I AE AR R R A BT A e AR N AR
A

ABE . BRI REARASHERREIEREROBS
— 9 —_
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R 2T ERSARER  TUUER—BABA.
—HBMIBEABRACLBAEN —BABRN  EMNRFEE

BEEAPMBEARA
HER.MIRABRANHERA SR YABE. X T AR

BRABRANSEE YIRS 5 RAHEAMINBBEHENTT

HH LTI HHEH .

_BEHEN
HER = 1+AERE

INLBLABLA BB A IER RN 6%,
1.2.2 MERPOEHETH

EHFEARJSAMERASEEYRERGEM T EEERS
VA RO B, R A AR
“HETRIEEERILRIH AR
“RY"BIBQEE N BAMKBENNEES >,
“MILRIERICMTRY, BRI RGN R EEHE, 2
07 = RBHE07 W B R B 50 Y e B T34 9 L%
“BEBRREZIC RGN ERENRMETER . E
HRE AR gy % .
TIMTARRBE XY, N AIEER
L RYZAHAE
2 HERERY;
. RAPANL ENAHETE-—BREHABRN RO N —
MR BEEENEATHE EHXNBRER —&
() WS
LR EFRZEM TR A TENBRITE
5. RES REMT YA TREBHRAAHER;



