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Cai Shui [2013] No.106 
New Rules on VAT Reform 
 
Following the announcement by the State Council that railway 
transportation and postal services will be included in the scope of 
VAT reform on 4 December 2013, the China Ministry of Finance 
and Administration of Taxation (the “SAT”) joinly published the 
Cai Shui [2013] No.106 (the “Circular 106”) on 13 December 
2013, which contains a set of rules on VAT reform. Some of the 
rules are set out as follows: 
 
• The railway transportation and postal services will be included 

in the scope of VAT reform with tax rate of 11%. Pick-up and 
delivery services will be subject to the tax rate of 6%; 
 

• For tangible and movable property finance leasing industry, 
scope of the items which can deducted from the revenue are 
adjusted and available for retroaction from 1 August 2013; 

 
• Circular 106 defines postal services are basic postal services 

provided by the China Post Group (the “CPG”) and its group 
companies. That means the express delivery services provided 
by non-CPG companies is out of the scope of postal services; 

 
• VAT exemption treatment to offshore outsourcing service will 

be applicable to the entire country from 1 January 2014, and 
the execution deadline will be extended from 31 December 
2013 to 31 December 2018. 

 
• Circular 106 increases new taxable items of applying a 

simplified tax calculation method with tax rate of 3%,which 
can be elected by the general tax payer; and 

 
• Subject to the approval by provincial finance bureau and SAT, 

company with head office and branches located in the same 
province can apply to file VAT on a consolidation basis to the 
tax authority where the head office locates. 

 
Circular 106 will be applied from 1 January 2014. 
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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.). 
 
 
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. 
 
 

Contact with Us 
For more information or advice on the above subject or analysis of other tax issues, please contact: 
Tel: +86 21 55317698 
Email: info@trusture.com 
Website:  http://www.trusture.com 
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