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China Tax Center
China Tax & 
Investment 
Express

China Tax & Investment Express 
(CTIE)* brings you the latest tax 
and business announcements on 
a weekly basis. We selected 
some comparatively key 
announcements to provide for a 
synopsis and we also provide a 
link that leads you to the full 
content of each latest 
announcement (in Chinese). 
Please feel free to contact your 
EY client service professionals 
for further assistance if you find 
the announcements have an 
impact on your business 
operations.

CTIE does not replace our China 
Tax & Investment News* which 
will continue to be prepared and 
distributed to provide more in-
depth analyses of topical tax and 
business developments in China.
*If you wish to access the previous 
issues of CTIE and China Tax & 
Investment News, please contact us.

Tax circular

► Q&As on Tax and Fee Reduction Policies (Issue 3 of 2021)

Synopsis

On 23 September 2021, the State Taxation Administration (STA) 
released Q&As on Tax and Fee Reduction Policies (Issue 3 of 2021) to 
facilitate taxpayers enjoying preferential tax treatments. 

The Q&As cover various practical issues such as the application of 
preferential tax treatments related to residential rental activities, Value-
added Tax (VAT) exemption for small-scale VAT taxpayers, etc. 

For example, as prescribed in the prevailing tax rule, a qualified general 
VAT taxpayer engaging in residential rental businesses may choose to 
adopt the simplified VAT calculation method for the income derived from 
leasing qualified properties to lessees who are individuals, i.e., subject to 
VAT at a collection rate of 5% with a reduced rate of 1.5% (the relevant 
input VAT shall be disallowed) or adopt the general VAT calculation 
method at a VAT rate of 9% (the relevant input VAT can be deductible). 
In this respect, the Q&As further clarify that a qualified taxpayer cannot 
choose to apply different calculation methods to different lessees. Once 
the simplified calculation method is adopted, it should apply to all 
qualified income derived in this regard and cannot be changed within 36 
months. 
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In addition, the Q&As further specify that the “lessees who are individuals” as prescribed in the 
abovementioned tax rule include natural persons and self-employed industrial and commercial households. 

Taxpayers are advised to read the Q&As in detail as well as the first and second issues of Q&As on Tax and Fee 
Reduction Policies issued in April and May 2021. If in doubt, consultations with tax professionals are always 
recommended.

You can click this link to access the full content of the Q&As:
http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5169261/content.html

You can click this link to access the full content of the first and second issues of Q&As on Tax and Fee 
Reduction Policies:
http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5163375/content.html
http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5164486/content.html

Business circulars

► Notice regarding inspecting the recognition and administration of High-and-new technology enterprises 
(HNTEs) (Guokehuozi [2021] No. 133)

Synopsis

On 15 September 2021, the National HNTEs Recognition and Administration Leading Group Office (hereinafter 
referred to as the “National Office”) released Guokehuozi [2021] No. 133 (“Circular 133”) to launch a 
nationwide inspection on the recognition and administration of HNTEs undertaken by 36 local HNTEs 
recognition and administration offices (hereinafter referred to as “local offices”).

The inspection has two phases:

• Phase 1: Self-inspection, which shall be conducted by local offices from 15 September 2021 to 25 October 
2021 (each local office shall submit a self-inspection report covering self-inspection status, main issues and 
rectification results, etc. to the National Office by 25 October 2021).

• Phase 2: Inspection to be conducted by the National Office based on the reports submitted on phase 1.

The inspection shall focus on whether the recognition and administration/supervision performed by the local 
offices are in line with the prevailing rules and regulations, as well as the implementation of the relevant 
preferential tax treatments, etc. In particular, the local offices are required to perform review on cases of 
recognized HNTEs and make rectifications if needed:

• For areas with existing HNTEs of more than 10,000 , 20% of HNTEs shall be selected for review. 

• For areas with existing HNTEs of not more than 10,000, 30% of HNTEs shall be selected for review. 

It is indeed an on-going process that HNTEs would be reviewed and disqualifications were announced from time 
to time by local authorities, Circular 133 not only talks about HNTEs being reviewed but certain declaration 
would be coming from local authorities, it is therefore not unreasonable to expect that the local authorities 
may also go through certain procedure before they make their self-assessments. HNTEs should therefore be 
prepared that they may be reviewed twice from different levels, if any areas are doubtful, consultations with 
authorities or professionals should be done earlier. 

You can click this link to access the full content of Circular 133:
http://www.chinatorch.gov.cn/kjb/tzgg/202109/a77dbf7e4c6a487e88102bdaf42a659a.shtml

http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5169261/content.html
http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5163375/content.html
http://www.chinatax.gov.cn/chinatax/n810356/n3010387/c5164486/content.html
http://www.chinatorch.gov.cn/kjb/tzgg/202109/a77dbf7e4c6a487e88102bdaf42a659a.shtml
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► Notice issued by the People’s Government of Hainan Province regarding the “Implementation Plan of the 
Hainan Free Trade Port (HNFTP) on Deepening the Reform of ‘Separating Permits from Business 
Licenses’ and Further Stimulating the Vitality of Market Entities” (Qiongfu [2021] No. 31)

Synopsis

To deepen the reform of “Separating Permits from Business Licenses” and further stimulate the vitality of 
market entities, on 16 September 2021, the People’s Government of Hainan Province released Qiongfu [2021] 
No. 31 (“Circular 31”, i.e., Notice issued by the People’s Government of Hainan Province regarding the 
“Implementation Plan of the HNFTP on Deepening the Reform of ‘Separating Permits from Business Licenses’ 
and Further Stimulating the Vitality of Market Entities”).

Key features of Circular 31 are as follows:

Reform objectives

Enhance the pilot reform of “Separating Permits from Business Licenses” and promote license reduction and 
simplified approval in a wider range and more industries. Explore and promote the implementation of the 
mechanism of “enter with commitment”, cancel the permits and approval for areas with mandatory standards, 
and establish and improve the record-filing system.

Simplified approval

Vigorously promote license reduction and simplified approval, including canceling approval, replacing approval 
with record filing, implementing notification and commitment mechanism and optimizing approval services for 
business licensing items.

Reform systems integration

Strengthen the integration and coordination of the reform systems with specific measures including:

• According to the requirement of “full coverage”, all business licensing items shall be incorporated into the 
list-based administration.

• Deepen the reform of the commercial registration system.

• Promote the integration and application of electronic licenses.

Interim- and post-event supervision

Clarify supervision responsibilities and improve supervision rules and methods according to the reform 
requirements. Further promote the “Internet plus supervision”, explore smart supervision, strengthen data 
sharing in supervision, and use big data, Internet of things and artificial intelligence to accurately warn 
potential risks.

Relevant parties are advised to make reference to Circular 31 and the reform lists of business licensing items 
set at the central level and local level as attached for greater details.

You can click this link to access the full content of Circular 31:
http://www.hainan.gov.cn/hainan/szfwj/202109/1c073ed14d7745ada9a242052e79cf74.shtml

► Notice regarding implementation plan for deepening the reform of “Separating Permits from Business 
Licenses” and further stimulating the vitality of market entities

Synopsis

In order to implement Guofa [2021] No. 7 (“Circular 7”, i.e., “Notice regarding deepening the reform of 
‘Separating Permits from Business Licenses’ and further stimulating the vitality of market entities”), the State 
Administration of Foreign Exchange (SAFE) recently formulated and released the “Implementation plan for 
deepening the reform of ‘Separating Permits from Business Licenses’ and further stimulating the vitality of 
market entities” (hereinafter referred to as the “Implementation Plan”) to promote the reform of “Separating 
Permits from Business Licenses” in business licensing items related to foreign exchange administration 
nationwide.

http://www.hainan.gov.cn/hainan/szfwj/202109/1c073ed14d7745ada9a242052e79cf74.shtml
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Key features of the Implementation Plan are as follows:

Administrative approval items

• Approval for the market access and exit of foreign exchange settlement and sales business of banks, rural 
credit cooperatives, exchange institutions and non-financial institutions.

• Approval for the market access and exit of foreign exchange business of non-banking financial institutions 
such as insurance and securities companies.

Facilitation measures

• Streamline the material requirements for non-banking financial institutions (excluding insurance companies) 
to apply for foreign exchange settlement and sales business. Applicants do not need to submit a copy of the 
approval document for the foreign exchange business issued by the banking regulatory authority.

• Facilitate the approval of the market access for foreign exchange business of insurance institutions. 
Applicants may submit the application materials through the government service online system of the SAFE.

• The government service online system of the SAFE supports the preliminary review, progress query and 
result query of administrative approval items.

• Improve the interim- and post-event supervision. Make use of technology to enhance monitoring and 
analysis, and severely crack down on violations of foreign exchange laws and regulations.

Relevant parties are advised to read the Implementation Plan so as to fully utilize the facilitation measures.

You can click this link to access the full content of the Implementation Plan:
http://www.safe.gov.cn/safe/2021/0918/19874.html

Customs circular

► Order on the “Administrative Regulations of the Customs of the People’s Republic of China (PRC) on the 
Commodity Classification of Import and Export Goods” (GAC Order [2021] No. 252)

Synopsis

On 18 September 2021, the General Administration of Customs (GAC) released GAC Order [2021] No. 252 
(“Order 252”) to revise the existing Administrative Regulations of the Customs of the PRC on the Commodity 
Classification of Import and Export Goods which were announced via GAC Order [2007] No. 158 and first 
revised via GAC Order [2014] No. 218. 

The revisions made in Order 252 is mainly due to the institutional reform of the Customs where the functions 
of inspection and quarantine are combined into the GAC. In this respect, the existing GAC Order [2008] No. 
176 (“Order 176”, i.e., Administrative Measures on the PRC Customs laboratory) shall be revoked and the 
relevant clauses related to commodity classification as prescribed in Order 176 are absorbed and stipulated as 
Articles 11 to 17 in Order 252. 

Apart from the above, key changes made in Order 252 also include:

• According to Article 2, the national/industrial standard of import/export commodities shall be served as 
reference for the determination of commodity classifications. 

• According to Article 18, where the Customs finds out that the commodity classification declared by 
consignees and consigners or their agents are incorrect, the Customs shall re-determine the commodity 
classification and revise/revoke the customs declaration form as required. 

http://www.safe.gov.cn/safe/2021/0918/19874.html
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Order 252 shall become effective on 1 November 2021. Relevant parties are advised to read Order 252 for 
more details. If in doubt, consultations with professionals are always recommended.

You can click this link to access the full content of Order 252:
http://www.customs.gov.cn/customs/302249/2480148/3893428/index.html

You can click this link to access the full content of Order 158:
http://www.gov.cn/flfg/2007-03/08/content_545613.htm

You can click this link to access the full content of Order 218:
http://www.gov.cn/gongbao/content/2014/content_2684474.htm

You can click this link to access the full content of Order 176:
http://www.gov.cn/flfg/2008-10/16/content_1122283.htm

Other business and customs-related circulars publicly announced by central government 
authorities in the past week:

► Public notice (PN) regarding expanding the pilot scope for red-chip enterprises to go public in the 
domestic market (CSRC PN [2021] No. 20)
http://www.csrc.gov.cn/pub/zjhpublic/zjh/202109/t20210917_405530.htm

► Notice regarding further enhancing policy publicity and implementing the support for the development of 
cultural and tourism enterprises (Banchanyefa [2021] No. 171)
https://sme.miit.gov.cn/zcfg/art/2021/art_cd6784de6aad48748e40a73273fd9459.html

► PN regarding the “Administrative Measures of Beijing Stock Exchange for Investor Suitability (Trial)” 
(BSE PN [2021] No. 3)
http://www.beijing.gov.cn/zhengce/zhengcefagui/202109/t20210918_2496933.html

► PN regarding “Guidelines of the Beijing Stock Exchange for Investor Suitability Administration” (BSE PN 
[2021] No. 4)
http://www.beijing.gov.cn/zhengce/zhengcefagui/202109/t20210918_2496939.html

► Notice regarding the approval requirement for the existing online subject-tutoring institutions with 
record-filling (Jiaojianguanting [2021] No. 2)
http://www.gov.cn/zhengce/zhengceku/2021-09/18/content_5638310.htm

► Notice regarding public opinions consultation on the “Regulation of the People’s Bank of China and the 
State Administration of Foreign Exchange on the Overseas Loan Business of Banking Financial 
Institutions (Discussion Draft)”
http://www.safe.gov.cn/safe/2021/0918/19875.html

► Outline for Building a Powerful Country with Intellectual Property Rights (2021-2035)
http://www.gov.cn/zhengce/2021-09/22/content_5638714.htm

► Measures for the Supervision and Rating of Commercial Banks
http://www.cbirc.gov.cn/cn/view/pages/ItemDetail.html?docId=1008325

► Approval on the implementation plan for promoting the high-quality development of resource-dependent 
regions during the 14th Five-year Plan period (Guohan [2021] No. 93)
http://www.gov.cn/zhengce/content/2021-09/23/content_5638897.htm

► National Port Development Plan during the 14th Five-year Plan Period
http://www.customs.gov.cn/customs/302249/zfxxgk/zfxxgkml34/3896488/index.html

http://www.customs.gov.cn/customs/302249/2480148/3893428/index.html
http://www.gov.cn/flfg/2007-03/08/content_545613.htm
http://www.gov.cn/gongbao/content/2014/content_2684474.htm
http://www.gov.cn/flfg/2008-10/16/content_1122283.htm
http://www.csrc.gov.cn/pub/zjhpublic/zjh/202109/t20210917_405530.htm
https://sme.miit.gov.cn/zcfg/art/2021/art_cd6784de6aad48748e40a73273fd9459.html
http://www.beijing.gov.cn/zhengce/zhengcefagui/202109/t20210918_2496933.html
http://www.beijing.gov.cn/zhengce/zhengcefagui/202109/t20210918_2496939.html
http://www.gov.cn/zhengce/zhengceku/2021-09/18/content_5638310.htm
http://www.safe.gov.cn/safe/2021/0918/19875.html
http://www.gov.cn/zhengce/2021-09/22/content_5638714.htm
http://www.cbirc.gov.cn/cn/view/pages/ItemDetail.html?docId=1008325
http://www.gov.cn/zhengce/content/2021-09/23/content_5638897.htm
http://www.customs.gov.cn/customs/302249/zfxxgk/zfxxgkml34/3896488/index.html
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Contact us
For more information, please contact your usual EY contact or one of the following EY’s China tax leaders.

Our tax leaders by market segment and service areas

Martin Ngai (China North) 
+86 10 5815 3231 
martin.ngai@cn.ey.com

David Chan (Hong Kong SAR/Macau SAR)
+852 2629 3228
david.chan@hk.ey.com

Patricia Xia (China Central)
+86 21 2228 2878
patricia.xia@cn.ey.com

Heidi Liu (Taiwan) 
+886 2 2757 8888
heidi.liu@tw.ey.com

Ho Sing Mak (China South) 
+86 755 25028289
Ho-Sing.Mak@cn.ey.com

Carrie Tang 
Business Tax Services
+86 21 2228 2116
carrie.tang@cn.ey.com

Andrew Choy
International Tax and Transaction Services
+86 10 5815 3230
andrew.choy@cn.ey.com

Kevin Zhou
Indirect Tax - VAT
+86 21 2228 2178
kevin.zhou@cn.ey.com

Paul Wen
People Advisory Services
+852 2629 3876
paul.wen@hk.ey.com

Vickie Tan
Global Compliance and Reporting
+86 21 2228 2648
vickie.tan@cn.ey.com

Travis Qiu 
ITTS - Transfer Pricing
+86 21 2228 2941
travis.qiu@cn.ey.com

Bryan Tang
Indirect Tax - Global Trade 
+86 21 2228 2294
bryan.tang@cn.ey.com

Catherine Li
Financial Services
+86 10 5815 3890
catherine.li@cn.ey.com 

Author – China Tax Center
Jane Hui
+852 2629 3836
jane.hui@hk.ey.com

Greater China Tax Leader
Henry Chan
+86 10 5815 3397 
henry.chan@cn.ey.com

Becky Lai
Tax Policy
+852 2629 3188
becky.lai@hk.ey.com

Jesse Lv
ITTS - Transaction Tax
+86 21 2228 2798
jesse.lv@cn.ey.com

Patricia Xia
Tax Technology
and Transformation
+86 21 2228 2878
patricia.xia@cn.ey.com
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EY | Building a better working world

EY exists to build a better working world, helping to create 
long-term value for clients, people and society and build trust 
in the capital markets. 

Enabled by data and technology, diverse EY teams in over 
150 countries provide trust through assurance and help clients 
grow, transform and operate. 

Working across assurance, consulting, law, strategy, tax and 
transactions, EY teams ask better questions to find new answers 
for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the 
member firms of Ernst & Young Global Limited, each of which is a separate 
legal entity. Ernst & Young Global Limited, a UK company limited by 
guarantee, does not provide services to clients, nor does it own or control 
any member firm or act as the headquarters of any member firm. 
Information about how EY collects and uses personal data and a description 
of the rights individuals have under data protection legislation are available 
via ey.com/privacy. EY member firms do not practice law where prohibited 
by local laws. For more information about our organization, please visit 
ey.com.

© 2021 Ernst & Young, China. 
All Rights Reserved.

APAC no. 03013232
ED None.

This material has been prepared for general informational purposes only and is not 
intended to be relied upon as accounting, tax, legal or other professional advice. 
Please refer to your advisors for specific advice.

ey.com/china

Follow us on WeChat
Scan the QR code and stay up-to-date with the 
latest EY news.
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