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Circutar of the Ministry of Finance, State Administration of Taxation and
General Administration of Customs on the Preferential Tax Poliey of
Development of the Western Region

CAISHUI [2001] No. 202

Date of Promulgation: Dec 30, 2001 Date of Effecuveness January 1. 2001 Premulgated by:
Minisry of Finance. Swate Adminismation of Taxation and General Administration of Customs

To the finance depariments (bureaus), state administration of taxation. local adminislrae'on of
taxation. Genera! Administratior of Customs Guangdong Customs and all directly affiliated
customs of all provinces. autonomous rcgions, municipaimies direcily under the Centiad
Govemnment and cities directly under State planning,

To reflect the focused support of the wesiern region by the state. implement in an all-round .
way the spirits of the Circular of the State Council on Policies and Measures Pentaining to the
Development of the Wesiem Region (GUQ FA (2000) No.33) and the Circular of the Siate
Council’s General Office on the Distribution of “"Suggestions on the Implementations of Policies
and Mcasures Pertaining to the Development of the Western Region™ Submitted by the Westem
Region Development Office of the Siate Council (GUO BAN FA (2001) No.73), it is hercby 10
notify the preferential tax policy of development of the westem region beiow:

I. Range of applicabilinv

These poticies are applicable 10 the Municipality of Chongging. Sichuan Province, Guizhou
Province. Yunnan Province. the Tibet Autonomous Region. Shaanxi Province. Gansu Province. the
Ningxia Hui Autonomous Region. Qinghai Province. the Xinjiang Uygur Autonomous Region. the
Ninjiang Production and- Construction Crops. Inner Mongolia Autonomous Region and the
Guangxi Zhuang Autonomous Region (hereinafier collectively referred to as "Western Region™).
Hunzn Province Tujia-Miao Autonomous Prefecture of Xiangxi. Hubei Province Enshi Tujia-AMiao
Autonomous Prefzcture and Jilin Province Korean Autonomous Prefecture of Yanbian can exccute
the preferential tax policy according 1o that of the westem region.

{1. Detsiled contents

t. Domestic enterprises and foreign-invesied enterprises in the wesiem region falling under
the Encouraged Category of the State are subjected 10 enierprise income 1ax at the reduced rate of
13% from 2001 10 2010.

Domestic enterprises falling under the Encourage Category of the State refer o enterprises
who have the industrial items supulated in the Catalogue of Key Industries. Products and
Technologies Encouraged for Development bY the State {revised in 2000) as major busmesses and
whose mcome {rom major businesses accounts for over 70% of the total.

Foreign-mvested cnierpnses {alling under the Encouraged Caicgony of the State refers 10
enterprises who have the encouraged items stiputated in the Catzlogue for the Guidance of Furcign
Investment Industries and the ind?lsmal nems stipulated in the List of Advamtageous Indusmes for
Foteign Imesiments m the Central and Weswm Pants (Decree No 18) of the Siate Economic and
Trade Comemission, the Siate Developinent ["lanmng Commission and the Minisinv of Foreien
Trade and Economic Cooperation as major bifsinasses and whose income from mator businesses

accounts for ever 70%, of the 1otal.
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2. Approved by the people’s govemnment at the provincial level, domesuc enterprises in the
arcas of ethnic avtonomous regions may be reduced or exemgt from the ¢nicrprise income tax for
a certain penod. and foreign-invested enterprises may be reduced or exempt from the local income
tax. National enterprises are subject 1o prevailing relevant regulations conceming the power of
examinaton and approval and procedures uf reduction and exemption of income tax.

3. New cnierprises engaged in transporl. power. water conservancy. posial service.
broadcasting 2nd television in the Wesiern Region. whose business nncome of the above items
accounts for more than 70%5 of the total. are eligible for following preferential policies conceming
enterprise incoms 1ax: domestic enterprises, commenciny with the business operation day. shall be
exempt fiom the enterprise income tax from the first vear to the second vear and subjeqy to
enterprise come tax ai 3 rate reduced by one half from the thizd vear through the fifth vear
Foreigm-1avested enterprises. with the period of operation 10

ars o1 longer shall. commencing
with the first profit-making vear. be exempt from the enterprise income tax from the first vear to
the second year and subject 1o enterprise income tax at a rate reduced by one half from the third
vear through the fifth vear.

New transport enterprises refer (o enterprises being committed to highway. railway. aviation,
port. wharf operation anc pipe transpont through investment. New power enterprses refer to
enterprises being commined to power opcration through invesiment. New water conservancy
enterprises refer to enterprises through invesiment being committed to deveiopment of water
conservancy and control of fluoding demages such as comprehensive treatment of rivers and lakes.,
fiood contro! and surface drainage. irrigation. water supply, water resources protection. water
power, water and soil conservation. channel dredging. river and sea dike building New postal
service enterprises refer (0 enterprises through investment being committed to postal operation.
New broadcasting and television enterpnises refer o enterprises through iavestmen: being
committed to the operation of broadcasting and television.

4. No agriculture tax should be levied for ten years on income from special agricultural
products produced by ecological fores:s and grasstand converied from cualtivated land (over 80%
of ccological forests) for the purpose of ecological protection.

S. By analogy with tex exemption in railway and civil aviation construction. no occupation
1ax will be collected for taking cultivated land in the western region 1o build state-leve] highways
and province-level highways. Detailed range of exemption from occupation tax for 1aking
cultivated land is limited to highway lines. The cultivated land occupied by side dirches on both
sides of highway lines and occupied by stock vards. maintenance gangs. check points, engineering
teains, car wash yards along the highway are not exempt from occupation tax.

Governments of provisions. autonomous regions and municipalities directly under Central
Govemment in the Westem Region should decide on any reduction or exemption of taxes for
taking cultivated land to build other types of highways other than state-level highways and
prevince-level highways.

in case the lands exempt from tax are changed in purpose and don't fall into the range of tax
exemption, WX on occupation of cultivated land shall be repaid from the date of changing the land
purpose.

6. Self-using equipment imported by forcign-invested enterprises and domestic enterprises
falling under the Encouraged Category of the S{a'.c and advantageous industries in the Western
Region within their total invesuneat amount, unless specified in “The Category for Impons
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without Tax Exemption for Domestic-invested Projects (revised in 2000)” and “The Category for
Imports without Tax Exemption for Foreign-Invesied Projects™. shall be cxempt from the customs
duty and import valuc-added tax. For advantageous industries for foreign investment, the List of
Advantageous Industries for Foreign Investments in the Central and Wesiem Parts (Decree No 18)
of the Sute Economic and Trade Commission, the State Development Planning Commission and
the Ministry of Foreign Trade and Economic Cooperation shall be executed.

For the above tax exemption policies, relevant provisions in the Circular of the State Council
Conceming the Adjustment in the Taxation Policy of impon Equipment (GUO Fa (1997) No.37)

" shall be execuied.

11. Specific exccution provisions shall be stipulated separately by the State Administragion of
Taxation and General Administration of Customs

IV. This Circular shall become effective as of January 1, 2001.
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