China Matters

China Taxation
China Administration



Disposal/transfers of assets

® Disposal of assets — immovable assets :
Business tax : 5%

#m Sale of movable assets : VAT
# Sale of entire of business : No Tax involved



Rental Income

# Business Tax : Co/ individual

® FiriE A 0 Co — net profits — 33%

® (7 > FrE AL individuals — 80% of income
(tax rate : 20%)
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BRI (A) =AY x 117.65%
B 5T AT = (A) X 5%

= ArE A = (A) X 0.1 X 33%/15%
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/ Sales : VAT 255 &

Purchases Sales amount 1500

(VAT : 272

purchases : 1600 >  Exempt VAT Sales
Total : 1170

® For Purchases

® Dr. Purchases 1600
# Dr. Tax Payable(Purchases VAT) 272
®’ Cr. Bank 1872
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® For Sales

® Dr. Bank 1755
® Cr. Income(= £ i550% ') 1500

® Cr. Tax Payable(Sales VAT) 255

® For Direct reduce VAT

=’ Dr. Bank 1170
® Cr. Income 1000
® Cr. Tax Payable (Sale VAT) 170
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® For reduce VAT

® Dr. Tax Payable — VAT payable 61.2

# CR. Income (FF"JEM'V“ ) 61.2

® Not reduction for Purchases VAT

®m 272 x 1000/ (1500+1000) = 108.8

® 170-108.8=61.2

® Tax payable for this month

® 255+170-272- 61.2 = 91.8 or 255-(272-108.8)
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] AR = LA = 0

® Export (CIF): Sales=USD100K Freight=USD800,
Insurance=USD200

® Ex rate=8.27, VAT=17%, refund VAT=15%

® Sales to China : RMB600K (VAT=102K)

B’ Purchases VAT = RMB80,000

® FOB export = (100,000-800-200)*8.27 = 818,730

® Not reduce VAT = 818730*(17%-15%)=16374.6

® Tax payable for the mth = 102000-(80000-
16374.6)-0 = 38374.6

# Tax refund for the mth= 818370*15% = 122,809.5
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For export
® Dr. A/IR 827,000
® CR. Income-export 818,730

® Cr. Prepayment-export expenses 8,270
® Not reduce VAT

= Dr. Cost 16,374.6

® Cr.Tax payable - VAT 16374.6

B Sales to china

® Dr. AIR 702,000

® Cr. Sales 600,000 and tax payable 102,000
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Applying for refund VAT
# Dr. Tax Payable(Export reduce inland sales)
# Cr. Tax Payable(Export refund)
® Amount = 122,809.5
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Tax Payable — VAT tax payable
Dr Cr.

Purchases VAT 80000 |Not reduce VAT 16374.6

Transfer to Not paid Sales VAT 102000
VAT 38374.6

Mth end reduce VAT 0

Export reduce VAT P i%ast 122809.5
122809.5

Trf to next period for
reduce VAT 0
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® Consider the above example, except
® Sales inland : 200,000 (Sales VAT = 34000)
® Not reduce VAT =16374.6

® Tax payable for the mth = 34000-(80000-
16374.6)-0 = -29625.4

# {7 : 80000-16374.6
® 29625.4 < 122809.5
" EIHF SURTEE = 29625.4
o R §E=122809.5-29625.4=93184.4
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Applying for Export refund
® Dr. Tax Payable — Export VAT 29625.4

# DR. Tax Payable (Export reduce VAT)
93184.4

® Cr. Tax Payable — Export refund 122809.5
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® Consider the above example, except:
® Purchases VAT =180,000
® Not reduce VAT =16374.6

® Tax payable for the mth = 34000-(180000-
16374.6)-0 = -129625.4

® 129625.4 > 122809.5
t El’,’ﬁﬂﬁi&é_ﬁﬁ%’? =122809.5
® C/f to next period : 129625.4-122809.2 = 6815.9
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