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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.
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Tax regulations that you should pay attention to...

1. In order to stabilize employment, the State
Administration of Taxation issued the Circular on
Facilitating and Optimizing the Methods of
Withholding and Prepayment of Individual Income
Tax for Some Taxpayers (SAT CICULAR[2020] No.
19), which stipulates that:

(1) When a withholding agent withholds and pre-pays
this year's individual income tax on wages and salaries
for an individual resident who pays individual income
taxes on wages and salaries from the same unit every
month during the last full fiscal year and whose annual
income of wages and salaries does not exceed RMB
60,000, effective from January, the accumulated
deductable shall be

deducted directly on the basis of RMB 60,000 for the

expenses calculated and
whole year. The withholding agent shall declare all
employees in full amount in accordance with the
provisions, and fill the words "declared in each month
of the previous year and the annual income does not
exceed RMB 60,000" in the remarks column of the
taxpayers in the Individual Income Tax Withholding
Declaration Form.

(2) Withholding agents shall apply the above

provisions to individual income tax on

remuneration for labor services which are
withheld as per the method of cumulative
withholding.

(3) This Circular shall take effect as of

January 1, 2021.



2. NURALBICAIER IR B, Ik
W BT REN I E, ERFSR
POUEERTIT T A K AU 5 3 A b
R WSR2 i o c el B i VA= (W UL
BN CBURRR “HpMBN" ) T
WER T AR ER T (LR “EHHE
B D, KA ACRTFEFHDABA
EITHERTHREETHAERBHBA
HY (HAFXBFBR/AE 2020 E5F 22
50, XFHE:

(1) B 20204E 12 A 21 B, 7ERE.
wib. L¥. Wik, Wi, 28, TR
HER. W), FEAEYISE 11 A X RH
BABANF LT EER TR, REGTER
NEEH. Hb, 59 AFERBONSE 3
ANHb X CAk BT RS E B % H
REEWRZ ETTIE Y 24

(2) B20214E1 A 21 Hig, L.
. ARG, T7. H5Hh. BRIT. 18
2. WLV, iR, WEE. Bidb. WiEE. T
7. ¥, M. =8, . BRA. H
W B TE. HlE. K&, BENAF
5% 25 MURX FBARAPERITEESR
Fib, REGHERANEE.

(3) BEEMEERFAELTZAR, &
XREFAHERKEREERE. WMEBR
HYFBERE. KREE. BTFEE. &
RS EHELE—RENKR _FEHE
G-RENFHABN, G—HWB%E
UKey FFRRF. BEHREFHPHBAN &
RRIEBLS UKey, FFIRFLHI(E R HLT R
AHIRSF G, MBS % 2R T
LIRS

(4) &A% H 2020 4 12 A 21 HRE#E
7o

2. In order to deepen the reform of "strengthening
regulation and service" in tax collection and promote the
use of electronic invoices, The State Administration of
Taxation has decided to implement electronic VAT
invoices (hereinafter referred to as "electronic VAT
invoices") among newly registered taxpayers (hereinafter
referred to as "newly registered taxpayers") across the
country on the basis of previous pilot implementation in
Ningbo, Shijiazhuang and Hangzhou, and issued the
Circular on the Implementation of Electronic Value-
added Tax Special Invoices among Newly Registered
Taxpayers (SAT Circular [2020] No. 22,), which
stipulates:

(1) Effective from December 21, 2020, the electronic
VAT special invoice will be applicable to newly
registered taxpayers in 11 districts including Tianjin,
Hebei, Shanghai, Anhui,

Jiangsu, Zhejiang,

Guangdong, Chongqing, Sichuan, Ningbo and
Shenzhen, with drawees nationwide. Meanwhile, the
scope of drawees of electronic VAT special invoices
issued by taxpayers who are already covered by the pilot
implementation in Ningbo, Shijiazhuang and Hangzhou,
are expanded to the whole country.

(2) Effective from January 21, 2021, the electronic
VAT special invoice will be applicable to newly
registered taxpayers in 25 districts including Beijing,
Shanxi, Inner Mongolia, Liaoning, Jilin, Heilongjiang,
Fujian, Jiangxi, Shandong, Henan, Hubei, Hunan,
Guangxi, Hainan, Guizhou, Yunnan, Xizang, Shaanxi,
Gansu, Qinghai, Ningxia, Xinjiang, Dalian, Xiamen
and Qingdao, with drawees nationwide.

(3) Upon the implementation of the electronic VAT
special invoices in various regions, where local newly
registered taxpayers need to issue paper general invoice,
electronic general invoice, paper VAT invoice, electronic
VAT invoice, paper motor vehicle unified invoice and
paper second-hand motor vehicle unified invoice, they
can receive the tax UKey to issue the invoices. On the
other hand, tax authorities will issue tax UKeys free of
charge to newly registered taxpayers, and provide free
electronic VAT special invoice issuing services for
taxpayers relying on the public service platform of VAT
electronic invoices.

(4) This Circular shall come into force from
December/Zl. 2020.
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Brighture’s 11" Manager’s Salon for 2020 was held

through direct broadcast from 19:00 to 20:00 on
December 30, 2020 under the theme of “Understanding
financial statements”.
The resource person for this event was Cherries Lan,
Manager of Chinese Department and senior business advisor
of Brighture, who has three decades’ experiences in finance
and taxation and served Brighture for ten years, and has
solid theoretical foundation and rich experiences.

The lecture was divided into two modules,
namely, understanding financial statements and

analyzing company financial situation through

financial statements.

(1) Accounting statements include balance sheet,
income statement and cash flow statement. The
balance sheet reflects the financial status of the
enterprise, the income statement shows the business
results, and the cash flow statement indicates the
impact of the business activities, investment
activities and financing activities of the enterprise on
its cash and cash equivalents.

(2) Understand the balance sheet

We should first of all look at the total amount on the
balance sheet, then peruse and analyze the specific
items such as accounts receivables, inventories, fixed
assets, short-term borrowings, notes payables,
payables and advances, and use financial ratios to
understand the financial position. The analysis of
the balance sheet should focus on the cash flow of
the enterprise---if the cash is insufficient, the
business is facing a serious financial crisis; if there
is large amount of accounts receivables, your
money is tied up by the customers, you need to
adjust your credit periods in a timely manner.

(3) Understand the income statement

In the come statement, we should first analyze the
total operating revenue, operating cost, taxes and

surcharges, while at the same time look at the

operating expenses, administrative expenses and
financial expenses. Besides, the loss of asset
impairment, income from fair value change and

investment income should also be analyzed. If the
gross profit of a business is high or moderate, it is
generally believed that the competitiveness of its
products is strong; the operating net profit rate is an

indicator of the final profitability of the
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company’s sales, and the higher the ratio,
the stronger the profitability. The net
profit on assets shows how much money
the business can net on every RMB 100 of
assets, and higher net profit on assets
indicates that the economic benefits of
enterprises are good.

(4) Understand the cash flow statement
The cash in the cash flow statement mainly
includes cash and cash equivalents derived
from operating activities and financing
activities. A high cash flow indicates the
vitality of the business. Operating cash

index = net cash generated from

operations/operating profit. If an
enterprise's operating cash index is close
to 1, the quality of its earnings is relatively
high. Otherwise, the profit quality of the
business is low, and part of the cash is tied
up by others and should be recovered by
all possible means.

(5) Understand the financial position
The financial position of a business can be
evaluated mainly based on its profitability,
operation ability, financial security and
Through the

development ability.

evaluation, problems in the business
operation can be found, the direction of
improvement can be clarified, and healthy,
steady and sustainable development can be
assured.

As a professional service organization,

Brighture provides professional and
effective financial statements and analyzes
financial statement for the managers to
help them effectively use financial data

and make correct business decisions.
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Online Salon: The 1st Brighture Salon in 2021

Topic:Risk Management and Control of Export
Tax Rebate
Time: 19:00-20:00, January 29,2021 (Friday)
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Shanghai Contact Details:

Q: Our company has rented out an office
building, collected 3 years' rent in a lump sum,
and issued a VAT invoice to the tenant. Shall we
recognize the money as one-time income for the
purpose of corporate income tax, or do it in

stages?

A: For the purpose of corporate income tax, the
rental income should be recognized by stages
according to the lease period. Article 1 of the
Notice of the State Administration of Taxation on
Issues Concerning the Implementation of the
Corporate Income Tax Law (GuoShuihan [2010]
No. 79) and Article 19 of the Implementation
Regulations (1) provide that: The capital income
obtained by an enterprise from the provision of the
right to use fixed assets, packages or other tangible
assets shall be recognized according to the date on
which the rent becomes payable by the lessee as
stipulated in the contract or agreement. Where the
contract or agreement stipulates that the lease term
is longer than one year and the rent is paid in
advance in a lump sum, under the principle of
matching income and expense which is stipulated in
Article 9 of the Implementation Regulations, the
lessor may evenly record the above-mentioned
income into the relevant annual income by stages

during the lease term.

Tips: For the purpose of VAT, rental income
over the years needs to be recognized at onetime,
and for the purpose of corporate income tax, it

needs to be recognized in stages.
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Work
Anniversary at
Brighture in this

month:

e Nancy Dong (Shanghai
Dept. Intermediate
Accountant)

—7 Years
Jeason Wang ( Audit
Dept.)

—5 Years
Vincent Guo ( Audit Dept.
CPA)

-3 Years
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Room 602,Fulin Building,No.87 Fuzhou Road, Shinan
District, Qingdao

%, 7% Tel: +86-532 8597 9808

w4 Email: cpaqd@brighture.com

www.brighture.com

Room 1612, Tomson International Commercial Building,
No.710 Dongfang Road, Pudong District, Shanghai
¥, 7% Tel: +86-21 6890 7629

¥4 Email: cpash@brighture.com
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Disclaimer: BRIGHTURE Newsletter is for reference only. Please rely on the
relevant laws, regulations and the decisions by local administrations.




