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SAT Bulletin [2011] No.34
Certain Issues Related to Enterprise Income Tax

The State Administration of Taxation (the “SAT”) issued Bulletin
[2011] No. 34 on 9 June 2011 concerning issues related to
Enterprise Income Tax (the “EIT”), which is effective from

1 July 2011. Certain issues addressed by Bulletin 34 are
highlighted as follows:

Non-financial enterprise (the “NFE”) should privde the
“Financial Enterprise’s Loan Interest Rate Fact Sheet of
Common Type and Period” when it pays the interest to a
NFE loaner and applys for the EIT deduction for the first
time in order to prove the reasonableness of the interest cost;

Expenses of dress uniform incurred due to enterprise’s unified
dressing code and tailored uniformly by the enterprise are tax
deducitble as enterprise’s reasonable expenses, which unifies
previous argument regarding the dress uniform expenses
should be classified as the “staff welfare expenses” or “labour
protection expenses”’;

Polit’s aircrew training expenses incurred by an aviation
enterprise are tax deductible as the freight cost rather than to
classifying it as the “staff education expenses” follow the
deductiable limit of 2.5% applied by a non-aviation enterprise;

Where an enterprise rebuilds its buildings or structures before
these assets are fully depreciated, the net value, i.e. original
cost minus accumulated depreciated, should be added to the
cost incurring for rebuilding as the tax basis of rebuilt assets
rather than to recognise it as the diposal loss of fixed assets
before the Bulletin No.34 was issued. When an enterprise
improves or expands its buildings and structures, the cost
incurred for improvement and expansion should be added to
these assets’ old tax basis and reassessed their depreciated
periods; In the case of an expansion, where the remaining
useful life of the asset is less than the minimum depreciation
period under the tax law, the assets can be depreciated by its
remaining useful life;
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¢ Where an investing enterprise withdraws or reduces its capital
investment in an investee enterprise, the amount of withdrawal
ot reduction equivalent to the original registered capital should Jurisdiction
be treated as return of investment; the amount of withdrawal .
! : o China

or reduction equivalent to the accumulated undistributed
profit and reserve fund should be treated as the dividend
income in accordance with the proportion of withdrawn and
reduced registered capital; the remaining capital gains are Issue / Topic
treated as the income from investing property transfer; and

Enterprise Income Tax

* Cost and expenses incurred in current year by an enterprise,
which can not be obtained the valid supporting documents or

vouchers due to miscellaneous reasons, are tax deductible Contact Details

according to the amount reflected in the enterprise’s Trusture

management account when doing the quarterly EIT filing. Shanghai, China
However, the enterprise must provide the valid supporting T +86 2155317698
documents or vouchers associated with these cost and E info@trusture.com
expenses before/during the annual EIT filing. W www.trusture.com
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About Trusture

"Trusture" is a brand under which we deliver a full range of audit, tax, consulting and financial
advisory services to national, multinational and growth enterprise clients in China. Trusture's
approach to services begins with an understanding the business of our clients and their potential
business risks. We strive to provide foreign investors with reliable, independent professional advice
on national and local issues as they establish and expand their business in China. Our China
marketplace knowledge enables us to help foreign investors understand the China standards and
become more localized and competitive. We also deliver service to the local companies to help them
adapt to international standards, get preparation to attract overseas partners and opportunities, being
more internationalized. Our service includes financial and tax consultancy, bookkeeping, auditing,
tax compliance review, tax filing and transaction serivce (including due diligence, merger
consultancy etc.).
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About this Publication

This material has been prepared by professionals in Trusture. It is intended as a general guide only,
and its application to specific situations will depend on the particular circumstances involved.
Accordingly, we recommend that readers seek appropriate professional advice regarding any
particular problems that they encounter. This information should not be relied upon as a substitute
for such advice. While all reasonable attempts have been made to ensure that the information
contained herein is accurate, Trusture accepts no responsibility for any errors or omissions it may
contain, whether caused by negligence or otherwise, or for any losses, however caused, sustained by
any person that relies upon it.
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