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Reference: N/A

Issuance date: N/A 

Effective date: N/A 

Relevant industries: All

Relevant companies: All 

Relevant taxes: All

Potential impacts on 

businesses: 

• Risks of being challenged 

due to cross-border tax 

anti-avoidance 

arrangements of MNEs 

increased

• Risks of being challenged 

due to non-compliance 

issues increased 

• Operational costs 

reduced 

You may click here to access 

full content of the circular.

The Organisation for Economic Cooperation and Development (OECD) provided 

a report to the G20 leaders regarding progress under the base erosion and 

profit shifting (BEPS) project and on tax transparency and the exchange of 

information for tax purposes under the common reporting standard (CRS). 

The report from the OECD Secretary-General notes that: 

• Concerning the BEPS project—85 countries and jurisdictions have 

committed to implement the BEPS package

• Concerning CRS—participating countries have identified almost €55 billion in 

additional revenues through voluntary disclosure programmes and other 

initiatives targeting offshore evasion, and as of August 2016, 100 

jurisdictions have committed to participating in the multilateral convention 

on mutual administrative assistance in tax matters

You may click here to access full content of the report.

OECD: Status report on BEPS, CRS for G20 leaders 

https://home.kpmg.com/xx/en/home/insights/2016/09/tnf-oecd-status-report-on-beps-crs-for-g20-leaders.html
http://www.oecd.org/tax/oecd-secretary-general-tax-report-g20-leaders-september-2016.pdf
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As mentioned in KPMG China Tax Weekly Update (Issue 24, June 2016), the

China Securities Regulatory Commission (CSRC) invited the public to provide 

comments on the revised Measures for Major Assets Restructuring of Listed 

Companies (“the Draft”) on 17 June 2016. The Draft provides for a series of 

new provisions in relation to strengthening information disclosure, in-process 

and follow-up supervision, supervising intermediary institutions as well as 

protecting the rights and interests of investors.

CSRC, on 8 September 2016, issued the Decision on Amending Measures for 

Major Assets Restructuring of Listed Companies (“the Decision”), which takes 

effect from the date of promulgation. The Decision made minor changes to the 

Draft in relation to certain implementation matters. The final circular:

• Further clarifies the calculation method of quantitative metrics for 

determining whether a reverse merger is in point. The latter occurs where a 

listed company has purchased or sold the same or related assets over 12 

months consecutively. In such case the corresponding amount shall be 

computed cumulatively; asset transactions which have been disclosed in 

the major asset restructuring report need not be included in the scope of 

cumulative computation 

• Further clarifies the provisions relating to lock-up periods. This is relevant 

where specific parties, in addition to existing shareholders, actual controlling 

parties and their related parties under control, directly or indirectly receive 

shares of the listed company from the aforesaid market players during the 

transaction. In such case the relevant persons shall undertake that they will 

not transfer their shareholding of the listed company within 36 months after 

completion of the transaction 

With regard to the other major changes made in the Decision, you may access 

KPMG China Tax Weekly Update (Issue 24, June 2016) for more.

Reference: CSRC Order No. 

127

Issuance date: 8 September 

2016

Effective date: 8 September 

2016

Relevant industries: All

Relevant companies: Listed 

Companies conduct major 

assets restructuring

Relevant taxes: N/A

Potential impacts on 

businesses: 

• Regulation on 

restructuring for listing 

are more strict

You may click here to access 

full content of the circular.

New rules for restructuring listed companies

On 31 August 2016, the State Administration of Taxation (SAT) issued SAT 

Announcement [2016] No. 60 (“Announcement 60”) to clarify the Protocol 

Amending the Agreement Between the Government of the People’s Republic 

of China and Government of the Republic of Estonia for the Avoidance of 

Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on 

Income (“the new Protocol”), has formally become entered into force on 18 

December 2015. The new Protocol shall enter into effect and apply to income 

derived after 1 January 2016.

The new Protocol revised certain Articles of the Agreement Between the 

Government of the People’s Republic of China and Government of the Republic 

of Estonia for the Avoidance of Double Taxation and the Prevention of Fiscal 

Evasion with respect to Taxes on Income (“the Agreement”), the main 

changes are on the following page.

Reference: SAT 

Announcement [2016] No. 60

Issuance date: 31 August 

2016

Effective date: 18 December 

2015

Relevant industries: All

Relevant companies: All

Relevant taxes: CIT / IIT

Potential impacts on 

businesses:

• Effective tax burden 

reduced

You may click here to access 

full content of the circular.

New Protocol to China-Estonia DTA takes effect

https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-24.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-24.html
http://www.csrc.gov.cn/pub/zjhpublic/G00306201/201609/t20160909_303228.htm
http://www.chinatax.gov.cn/n810341/n810755/c2268015/content.html


© 2016 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 

Swiss entity. All rights reserved. © 2016 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms 

affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

China Tax Weekly Update (Issue 36)

Article 4 

(Resident)

• For the criterion for determining the Resident, “place of 

head office” and “place of registry” in the Agreement have 

been replaced by “place of incorporation” and ”place of 

effective management” in the new Protocol

Article 6 

(Income 

from

immovable 

property)

• Taxing rights are awarded to the State in which the 

immovable property is situated in a number of 

circumstances. This is the case where the ownership of 

shares or other corporate rights in a company entitles the 

owner of such shares or corporate rights to the enjoyment 

of immovable property held by the company. In this case 

the income from direct use, letting, or use in any other 

form of such right to enjoyment may be taxed in the 

Contracting State in which the immovable property is 

situated

• The new Protocol extends the definition for the term 

“immovable property ”, includes also any rights of claim in 

respect of immovable property

Article 7 

(Business 

Profits)

• The new Protocol eliminates the limitation on the expenses 

to be allowed as deductions by a Contracting State include 

only expenses that are deductible under the domestic laws 

of that State

• The new Protocol deletes the Paragraph 8 of Article 7, i.e., 

nothing in this Article shall prevent a Contracting State 

from applying its law relating to the taxation of any person 

who carries on the business of insurance

Article 13 

(Capital 

Gains)

• The new Protocol stipulates that gains derived by a 

resident of a Contracting State from the alienation of 

shares deriving more than 50 per cent of their value directly 

or indirectly from immovable property situated in the other 

Contracting State may be taxed in that other State

* BEPS Action 7 - ”Preventing the Artificial Avoidance of Permanent 

Establishment Status” put forward some suggestions to revise PE articles,  

such as use of commissionaire arrangement, preparatory or auxiliary condition, 

solutions to splitting-up of contract, etc., which have not been included in the 

new Protocol.

** SAT has published the new Protocol on its website, You may click here to 

access full content of the Protocol.

*** With regard to the OECD 2015 BEPS Deliverables and China’s response as 

well as China tax planning being impacted by BEPS Action 7 permanent 

establishment proposals, you may access the following KPMG China tax alerts 

for more:

 China Tax Alert: OECD 2015 BEPS Deliverables issued and China’s 

response (Issue 28, October 2015)

 China Tax Alert: China tax planning to be impacted by BEPS Action 7 

permanent establishment proposals (Issue 12, June 2015)

http://www.chinatax.gov.cn/n810341/n810770/c1153553/part/1584518.pdf
https://home.kpmg.com/cn/en/home/insights/2015/10/china-tax-alert-1510-28-oecd-2015-beps-deliverables-issued-and-china-response.html
https://home.kpmg.com/cn/en/home/insights/2015/06/china-tax-alert-1506-12-china-tax-impacted-by-beps-action-7_2015-10-21-04-32-55.html


© 2016 KPMG, a Hong Kong partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a 

Swiss entity. All rights reserved. © 2016 KPMG Advisory (China) Limited, a wholly foreign owned enterprise in China and a member firm of the KPMG network of independent member firms 

affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights reserved.

China Tax Weekly Update (Issue 36)

Scope of 

special 

inspection

The special inspection will be carried out on:

• Issuance of invoices by taxpayers (mainly targeting 

taxpayers engaged in the lifestyle services and 

commercial retail businesses) since 1 May 2016

• Entrusted issuance of invoices, distribution and 

cancellation of invoices by the state tax authorities 

since 1 May 2016 (Entrusted issuance of invoices mean 

that tax authorities may issue the invoices on behalf of 

taxpayers who are not allowed to issue the invoices in 

accordance with tax laws and regulations, but the 

recipients of goods and services request the invoices, 

such as VAT small-scale taxpayers, individuals)

Special 

inspection 

focus

• Occurrence of the following situations when taxpayers 

are issuing VAT invoices:

 Refusal of taxpayers to issue VAT invoices for 

whatever reason

 Illegal request by taxpayers of extra documents 

from the buyers for issuing the invoices

 Arbitrary change of the name of goods etc. by 

taxpayers resulting in issuance of invalid invoices

 Provision (or not) of ordinary paper invoice upon 

request by the buyer although the e-invoice issued 

• Whether the entrusted issuance of invoices, distribution 

and cancellation of invoices by the state tax authorities 

are in compliance with the VAT regulations

In order to help better implement the new VAT rules Measures for 

Implementation of the Pilot Program of VAT Reform (Cai Shui [2016] No. 36, 

“Circular 36”), the SAT, on 6 September 2016, issued Shui Zong Han [2016] 

No. 455, in relation to special inspections on use of VAT invoices by taxpayers 

as well as the administration of VAT invoices by state tax authorities. 

 SAT clarifies issues for carrying out the special inspection on use and 

administration of VAT invoices (Shui Zong Han [2016] No. 455, “Circular 

455”)

• Circular 455 mainly clarifies the following:

Further VAT implementation rules from SATReference: Shui Zong Han

[2016] No. 455

Issuance date: 6 September 

2016

Effective date: 6 September 

2016

Relevant industries: All

Relevant companies: All

Relevant taxes: VAT

Potential impacts on 

businesses:

• Compliance risks due to 

regulatory uncertainties 

reduced

You may click the circular 

titles to access full content 

of the circulars. 

• Circular 455 also clarifies the arrangement of the special inspection and 

requests the tax authorities to implement the requirements of 

rectification in a seriously and timely manner

Meanwhile, local tax bureaus and relevant departments also issued several 

interpretation notes to further clarify implementation issues for the VAT reform, 

mainly including the following:

 Dalian State Tax Bureau (STB) issues notice for abolishing the generic 

manual invoices (Dalian STB Announcement [2016] No. 28

 Q&A on hot issues for VAT reform by Shandong STB (for the period from 9 

to 12 September)

 Q&A on hot issues for VAT reform by Fujian STB (by 29 August)

 Q&A on hot issues for VAT reform by Jilin STB

http://www.chinatax.gov.cn/n810341/n810755/c2267227/content.html
http://hd.chinatax.gov.cn/guoshui/action/GetArticleView1.do?id=4311296&flag=1
http://www.sd-n-tax.gov.cn/col/col43805/index.html?COLLCC=1465747758&
http://www.fj-n-tax.gov.cn/admin/vfs/fj/content/contentTemplate.jsp?ContentId=1146111&siteName=fj&styleName=blue&portletStyleName=menu&menuID=1
http://www.jl-n-tax.gov.cn/art/2016/8/10/art_3649_75812.html
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The State Council, the Ministry of Finance (MOF) and the SAT have recently 

issued many circulars for the implementation of Circular 36. You may click 

KPMG China Tax Weekly Update Issue 13, Issue 14, Issue 15, Issue 16, Issue 

17, Issue 18, Issue 19, Issue 20, Issue 21, Issue 22, Issue 23, Issue 24, Issue 

25 , Issue 26 , Issue 27 , Issue 28 ,Issue 29, Issue 30, Issue 31 , Issue 32, 

Issue 33 , Issue 34 and Issue 35 to understand the details.

On the occurrence of Circular 36 announcement, KPMG immediately issued a 

series of China Tax Alerts to provide an overview of the high level policies and 

general impacts across all industries. Focusing on construction, real estate, 

finance and lifestyle services, at the same time, we also issued specific alerts 

for each of the three major industries affected by these changes. You may click 

the following links to read:

 China Tax Alert: China’s new VAT rates & rules –high level policies and 

general impacts across all industries (Issue 9, March 2016)

 China Tax Alert: China's new VAT rates & rules –Financial Services 

impacts (Issue 10, March 2016)

 China Tax Alert: China’s new VAT rates & rules –Lifestyle Services 

impacts (Issue 11, March 2016)

 China Tax Alert: China’s new VAT rates & rules -Real Estate & 

Construction industry impacts (Issue 12, March 2016)

In addition, the MOF and SAT issued Circular 68 to further clarify VAT 

treatment of services in regard of reinsurance arrangements, lease of 

immovable properties and non-academic education. Also, Circular 70 was 

issued to further clarify the VAT reform policies on financial industry. KPMG has 

issued two China Tax Alerts to detail the tax impact to reinsurance, insurance 

and financial services, you may click the following links to read:

 China Tax Alert: New Circular clarifies China’s VAT treatment of 

reinsurance arrangements (Issue 17, June 2016)

 China Tax Alert: New Circular expands upon China’s VAT exemptions for 

financial services industry (Issue 20, July 2016)

https://home.kpmg.com/cn/en/home/insights/2016/04/china-tax-weekly-update-13.html
https://home.kpmg.com/cn/en/home/insights/2016/04/china-tax-weekly-update-14.html
https://home.kpmg.com/cn/en/home/insights/2016/04/china-tax-weekly-update-15.html
https://home.kpmg.com/cn/en/home/insights/2016/05/china-tax-weekly-update-16.html
https://home.kpmg.com/cn/en/home/insights/2016/05/china-tax-weekly-update-17.html
https://home.kpmg.com/cn/en/home/insights/2016/05/china-tax-weekly-update-18.html
https://home.kpmg.com/cn/en/home/insights/2016/05/china-tax-weekly-update-19.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-20.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-21.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-22.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-23.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-weekly-update-24.html
https://home.kpmg.com/cn/en/home/insights/2016/07/china-tax-weekly-update-25.html
https://home.kpmg.com/cn/en/home/insights/2016/07/china-tax-weekly-update-26.html
https://home.kpmg.com/cn/en/home/insights/2016/07/china-tax-weekly-update-27.html
https://home.kpmg.com/cn/en/home/insights/2016/07/china-tax-weekly-update-28.html
https://home.kpmg.com/cn/en/home/insights/2016/08/china-tax-weekly-update-29.html
https://home.kpmg.com/cn/en/home/insights/2016/08/china-tax-weekly-update-30.html
https://home.kpmg.com/cn/en/home/insights/2016/08/china-tax-weekly-update-31.html
https://home.kpmg.com/cn/en/home/insights/2016/08/china-tax-weekly-update-32.html
https://home.kpmg.com/cn/en/home/insights/2016/08/china-tax-weekly-update-33.html
https://home.kpmg.com/cn/en/home/insights/2016/09/china-tax-weekly-update-34.html
https://home.kpmg.com/cn/en/home/insights/2016/09/china-tax-weekly-update-35.html
https://home.kpmg.com/cn/en/home/insights/2016/03/china-tax-alert-09-vat-implementation-rules.html
https://home.kpmg.com/cn/en/home/insights/2016/03/china-tax-alert-10-implementation-rules-fs-insurance.html
https://home.kpmg.com/cn/en/home/insights/2016/03/china-tax-alert-11-implementation-rules-lifestyle-services.html
https://home.kpmg.com/cn/en/home/insights/2016/03/china-tax-alert-12-china-vat-reform-policy.html
https://home.kpmg.com/cn/en/home/insights/2016/06/china-tax-alert-17-va-treatment-of-reinsurance-arrangements.html
https://home.kpmg.com/cn/en/home/insights/2016/07/china-tax-alert-20-new-circular-expands-upon-china-vat-exemptions-for-financial-services-industry.html
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On 31 August 2016, the Ministry of Finance (MOF) and the Ministry of Foreign 

Affairs (MFA) jointly issued Administrative Measures on VAT Refund Policies 

for Goods and Services Purchased by Foreign Embassies (Consulates) in China 

and Their Functionaries (“the Measures”) (MOF & MFA Announcement [2016] 

No. 58). 

Compared with the old Measures which was issued in 2003 (Guo Shui Fa 

[2003] No. 20), the new Measures has made revisions and simplifications on (i). 

Scope of items subject to tax refund; (ii). Tax refund methods; (iii). Annual quota 

for refund; (iv). Declaration for tax refund; (v). Review and approval of tax 

refunds; and (vi). Conditions for suspension of tax refund. The new Measures 

shall take effect from 1 May 2016, and the date of issuance of the invoice or 

passenger transport ticket shall be used as indicative of the date of purchase 

for which a refund is claimed. The main changes are as follows:

Reference: MOF & MFA 

Announcement [2016] No. 58

Issuance date: 31 August 

2016

Effective date: 1 May 2016

Relevant industries: 

Industries engaged in goods 

and services trade

Relevant companies: Foreign 

embassies (consulates) in 

China and their functionaries

Relevant taxes: VAT

Potential impacts on 

businesses: 

• Compliance risks due to 

regulatory uncertainties 

reduced

You may click here to access 

full content of the circular.

New VAT refund policies for foreign embassies 
(consulates) in China consuming goods and services

Scope of 

items 

subject to 

tax refund 

expanded

• Life services and office services are newly included: for 

goods and services (including repair labour services ) 

reasonably consumed for life (personal usage) or office 

needs and be subject to VAT, VAT refund policies shall be 

applied 

• Situations that are not entitled to the VAT refund policies 

clarified, e.g. purchasing goods and services are not for life 

or office reasonable needs, such as industrial machinery 

and equipment

Tax refund 

methods 

unified

• Tax refund methods for goods and services for life or office 

reasonable needs such as tap water, electricity, gas, hot 

water, heating, gasoline and diesel for self-use, etc. have 

been unified. Tax refund shall be made based on the tax 

amount indicated on the VAT invoice or be calculated 

based on formula for the tax amount is not indicated on the 

VAT invoice

Annual tax 

refund 

amount 

increased

• For goods and services purchased by the functionaries of 

the foreign embassies (consulates) in China for personal 

usage, except the vehicles, the sales amount declared for 

tax refund per person per year (tax included price) shall not 

exceed RMB120,000 (for amounts in excess of this, no 

VAT refund will be granted)

http://www.chinatax.gov.cn/n810341/n810765/n812198/n813091/c1207193/content.html
http://www.chinatax.gov.cn/n810341/n810755/c2265747/content.html
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For any enquiries, please send to our public mailbox: taxenquiry@kpmg.com or contact our partners/directors 

in each China/HK offices.

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. Although we endeavour to provide accurate and

timely information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such

information without appropriate professional advice after a thorough examination of the particular situation.
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