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MISSION:

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...

1. The Ministry of Human Resources and
Social Security (MHRSS), the Ministry of
Finance and the State Administration of
Taxation issued the “Notice on Extending the
Implementation of the Phased Relief Policy in
Respect of Corporate Social Insurance
(MHRSS[2020]No.49)

businesses, especially small and medium-sized

Premiums” to help
and low profit enterprises cope with risks and
difficulties and reduce the burden of enterprises
and low-income insured individuals this year,
which provided that:

(1) The
autonomous regions, municipalities directly

policies offered by provinces,
under the Central Government and Xinjiang
Production and Construction Corps (hereinafter
referred to as provinces) to exempt the
burdens of the small-and-medium-sized and
low profit enterprises in respect of the three
social securities shall be extended to the end
of December 2020. The policies offered by the
provinces (excluding Hubei Province) to half-

exempt the burdens of other insurance
participating entities such as large-scale
enterprises and  (excluding  government

departments and public institutions) in respect
of the three social securities shall be extended
to the end of June 2020. The policies offered
by Hubei Province to exempt the burdens of
other insurance participating entities such as
large-scale enterprises in respect of the three
social securities shall continue to be effective
up to the end of June 2020.



ZF 2020 £E 12 A&, S8sE%ikn 2 Enterprises with serious difficulties in production and
W operation caused by COVID-19 may continue to defer

55 payment of social insurance premiums till the end of
A

(3) #4 2020 FAk ORI NG
December 2020, with the overdue penalty exempted
FEHOT BRATSREEAT 2019 SEA A B3t

during the period.
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5 IEH . 2019 lower limit of individual contribution base, while

(4) UNAESmE iR T3 A+ the upper limit of individual contribution base shall be
AR B AR T 75 7 R0 & 2K 1wl adjusted normally as per the regulation.
- 4) Individual businessmen participating in the capacity of
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months in 2020 may be paid in arrears by the end of 2021
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and the individual contribution base may be selected at the

insurance participants’ discretion.
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IR 5T BNV 5 55 e <BURF TAE 4R Implementing Measures of the State Council ‘Government
FoHTHEEA) (BEK Work Report™” (LUZHENGFA[2020]No.10) was released

(2020) 10 2) ¥ 3 @izs. & in order to assist the enterprise to overcome difficulties. It
Wy (ETE. TRIE. EM. HEBHEN stipulates: The period of exemption from urban land
FATAL R RIS RN AB AR use tax and real estate tax for taxpayers in the six
SALRALIERBL. B BHIAIT accommodation, tourism, exhibition and film
Wi, B2 2020412 A 31 H. projection as well as small-scale VAT payers will be

extended to December 31, 2020.
At R E, (35T i 3. In order to promote the development of foreign trade,

sectors including transportation, catering,
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and Ship Oil Pollution Damage Compensation Funds”
ZRERHAT 2020 35 30 5) # (Public Circular of the Ministry of Finance and Ministry
i SRAESE O SR DR B RN Transport No. 30, 2020) provides: The
AT A A 7 45 5 O 2 S BUR B implementation of the policy of exempting port

ITHARRIEKZE 2020 4F 12 H 31 H 24 construction fees for import and export cargoes and

B, half-exemption of the fund for compensation for oil
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on Reduction and Exemption of Port Construction Fees

pollution damage from ships has been extended to
24:00 on December 31, 2020.
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The 5™ Brighture salon for 2020 was held
through live broadcast from 19:00 to 20:00 on June
19 under the theme of “Type selection and planning
of enterprise registration”.

The resource person for this event was Sherry Xi,
senior business advisor of Brighture, who has provided
services to hundreds of domestic and overseas
businesses in the ten years’ work period in Brighture
and has profound experience in company
registration/deregistration and change of equity.

The lecture was composed of four topics, namely,
classification of civil subjects, advantages and

disadvantages of different subject

types,
classification and planning of company types under
different dimensions, and planning of company
registration items

A. When starting a business, there are four

major types that can be chosen: individual
household business, sole proprietorship,
partnership, and company.

(1) Risk analysis: The individual household

business, sole proprietorships and investors /
partners (except limited partners) of partnerships
shall bear unlimited liability, which is very risky,
while the shareholders of a company shall bear
limited liabilities to the extent of the capital
subscribed, and their risks are controllable.

(2) Analysis from the perspective of taxation: The
individual household business, sole proprietorships and
partnerships shall not pay corporate income tax, and
the investors/partners shall pay individual income
tax at a progressive rate of 5-35% based on the
production and operation income; while a company
needs to pay corporate income tax (generally at a
rate of 25%), and when a natural person
shareholder is paid dividend, he shall pay individual
income tax of 20%, which constitutes a double

taxation eligible for corporate income tax incentives.
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B. Small and low-profit businesses that meet the
following conditions (abbreviated as ""335") are
@D Annual taxable income is not more than RMB 3

Million;
® Total staff is not more than 300;
@ Total asset is within RMB 50 million.
Actual tax rate of 5% is applicable to the part of the
taxable income within 1 million, and actual tax rate
of 10% is applicable to the part of the taxable
income between 1 million and 3 million,
When a business is about to grow beyond the
conditions for small and low-profit enterprises, a
method of "split-up" may be adopted to meet the
conditions for small low-profit enterprises, so as to
continue enjoying tax incentives.

C. When an entrepreneur elects to set up a
company, he should make a plan in advance
regarding the registered address, registered
capital, business scope and equity structure of
the company, so as to duly reduce tax burdens,
prevent and control risks and control the
enterprise.

As a professional service agency, BRIGHTURE
can assist entrepreneurs to choose the most suitable
business type according to the development strategy,
business model and organizational structure, and at the

same time assist them to plan the registration of

enterprises. Let’s be the partner of entrepreneurs.

% Fyl. EREEMR 20204486  Online Salon: the 6th Brighture
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BFfEl: 2020 4F 7 A 31 HAEM T 19:00 &

20:00

EB: O AR & FHE Salon in 2020

Topic: Key issues in respect of risk
prevention and control in the whole
process of export enterprises

Time: 19:00 to 20:00, July 31, 2020

(Friday)
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Brighture’s answers to hot topics
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Shanghai Contact Details:

TETHEAFERESS TI0 5 HELRKAE 1612 £
Room 1612, Tomson International Commercial Building,
No.710 Dongfang Road, Pudong District, Shanghai

%, 7% Tel: +86-21 6890 7629
Wk 4 Email: cpash@brighture.com
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Q: A shareholder of our company
borrowed money from the company for 2
years, but it has not been repaid. Do we
need to pay tax on this long outstanding
loan?

A: According to the “Notice of the Ministry
of Finance and the State Administration of
Taxation on Regulating the Collection and
Administration of Individual Income Tax for
Individual Investors” (CAISHUI [2003] No.
158), where the loan lent by an enterprise to
an individual investor is not returned within
the prescribed time limit (after the end of the
year or more than one year) and has not been
used in the production and business operation
of the enterprise, it may be regarded as the
distribution of dividends by the enterprise
to the investors and therefore individual
income tax shall be levied under "interest,
dividend and bonus income"'.

This kind of outstanding personal loan should
be recovered t as soon as possible. In
addition, personal loans should be recovered
before the end of each year to avoid
individual income tax risk.

Q: Can the company deduct before tax the
interest expense (provided but not yet
paid) payable to the parent company?

A: According to CAISHUI[2008]No.121, the
part of interest expense actually paid by an
enterprise to an affiliated party that does not
exceed the prescribed proportion and the
amount calculated according to the relevant
provisions of the Law and its
implementing regulations is permitted to be
deducted, and the excess part may not be
deducted in the current and subsequent years.
Therefore, if the interest is accrued but not
actually paid, it cannot be deducted before
tax.

tax

FHHKEAFX
Qingdao Contact Details:

District, Qingdao
®, 75 Tel: +86-532 8597 9808
¥l 4 Email: cpaqd@brighture.com

www.brighture.com

Disclaimer: BRIGHTURE Newsletter is for reference only. Please rely on
the relevant laws, regulations and the decisions by local administrations.
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Work
Anniversary at
Brighture:

e Jessie Zhang (Japanese
Dept. Intermediate
Accountant)

-12 years
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Room 602,Fulin Building,No.87 Fuzhou Road, Shinan



