
Trusture
 

 

China Tax Alert TBS-CTA-201203 
Trusture Business Service Company Limited Shanghai •China 
 

TBS-CTA-201203 1 
 

 
Hu Cai Shui [2012] No.7 
Cai Shui [2011] No.131 (“Circular 131”) 
Zero Tax Rate and Exemption for Certain Taxable Services 
under the VAT Pilot Program in Shanghai 
 
On 17 February 2012, State Administration of Taxation (the 
“SAT”) Shanghai Municipal Bureau and Shanghai Local Taxation 
Bureau joinly published the Hu Cai Shui [2012] No.7, which is 
same as the Circular 131 joined issued by China’s Ministry of 
Finance (the “MOF”) and SAT on 29 December 2011 
concerning the Applicable Zero VAT rate and exemption for 
certain taxable services. 
 
International transportation services including cross-border and 
offshore transaportation services for passengers and cargos, 
research and development services and design services provided 
to overseas entities are subject to the zero VAT rate. 
 
Circular 131 specifies the following types of services provided by 
the pilot enterprises or individuals are eligible for exemption 
treatment: 
 
• Services rendered by pilot enterprises or individuals offshore, 

such as geotechnical exporlation, conference and exhibition 
services, warehousing services, lease of movable property etc. 
by referene to the services rendering location outside China; 
 

• International transportation services unqualified to zero tax 
rate due to lack of related operation licenses; and 

 
• Services provided to foreign enterprises by reference to the 

service recipients outside China, such as technique consulting 
services, certification service, authentication services, 
consulting services etc. 
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Hu Cai Shui [2012] No.7 
Cai Shui [2011] No.131 (“Circular 131”) 
Zero Tax Rate and Exemption for Certain Taxable Services 
under the VAT Pilot Program in Shanghai (Continued) 
 
Circular 131stipulates that the “Exempt, Credit and Refund” 
method applies to the zero tax rate services when the pilot 
enterprise or individuals are general tax payers (the “GTP”). Pilot 
enterprise or individuals identified as small tax payer (the “STP”), 
which does not allow the deduction of input VAT from output 
VAT, VAT exemption applies. 
 
We recommend you as follows: 
 
• Zero tax rate treatment is preferential than exemption 

treatment. The pilot enterprises and inviduals should mornitor 
their VAT status and apply for GTP qualification timely in 
order to enjoy the zero tax rate treatment. 
 

Zero Rate Exemption 

No output VAT will be 
levied for qualified 
services. Input VAT 
associated with the 
services can be refunded. 

No output VAT will be 
levied for qualified 
services. Input VAT 
associated with the 
services can NOT be 
refunded. 

 
• Pilot enterprises and individuals rendering cross-border or 

offshore international transportation services should examine 
the valid period of their operation licenses and apply for the 
licenses timely if they are qualified but still not apply for yet; 

 
• Qualified GTP should communicate with the tax officer, and 

make sure necessary application procedure to the “Exempt, 
Credit and Refund” method have been commpliant to and 
filing documents have been submitted to the tax authority 
timely.  
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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.). 
 
关于瑜泽 
通过"Trusture"（瑜泽）这个品牌我们在中国为国内、国际提供一系列的审计、税务、咨询以及财
务顾问服务。瑜泽服务着眼于客户的商业需求和潜在风险。我们致力于为中国和外国的投资者提
供可信赖的、独立并专业的咨询服务。我们致力于帮助中外的投资者在中国拓展它们的商务。我
们专业知识能帮助外国投资者深入了解中国的准则和原则，从而更加的本地化和更具备竞争力。
我们也为中国公司提供高质量的服务，让他们接触并了解国际准则、把握住吸引外国投资者的机
会并成长得更加国际化。我们提供的服务包括财务和税务咨询、代理记账、审计服务、税务复
核、纳税申报和并购服务（包括尽职调查、财务并购咨询等）。 
 
 
 
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. 
 
关于本出版物 
本出版物由瑜泽公司的专业人士编制，仅供一般参考，其内容能否应用于特定情形将视当时的具

体情况而定。因此，我们建议读者应就遇到的具体问题寻求适当的专业意见。读者不应依赖本出

版物之任何信息并将之作为专业意见的替代。尽管在本出版物的编写过程中我们已经尽所有合理

的努力以确保其中信息的准确性，但若出现任何错漏，无论是由于疏忽或其他原因所引起，或任

何人由于依赖此等信息而导致任何损失，不管该损失是如何造成的，瑜泽及其成员事务所均不承

担任何责任。 
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