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|. Short and Medium-term Fiscal and Tax
Reform Policy Orientation

(—) S EL (BRE) NIMBUHEALAMES
() Fiscal Positioning and Tasks Stipulated by the Decision of 3rd Plenary Session
of 18th CPC Central Committee
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Finance is foundation and an important pillar for national governance, and institutional

guarantee for optimizing the allocation of resources, maintaining market unity,
promoting social equity, and achieving long-term stability of the country.

® DU T P
Improving budget management;
@ 55 E NI
Improving the tax system;
@ 5 V7 S AU SO DT A& L ] EE

Establishing a system of matching powers with expenditure responsibilities.
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|. Short and Medium-term Fiscal and Tax
Reform Policy Orientation
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(Il) Active Fiscal Policy Orientation
el ey
Moderate deficit ratio;
@ & L i 5%
Moderate debt ratio;
L PEIEE N A Ei e
Moderate expansion of on-budget investment;
@ (i S5 AR BRI TT [A): R LA =K. 3
R AE LB B S X 2 S
Debt and on-budget investment orientation: incompleted projects, projects concerning

agriculture, rural areas, and farmers, environmental and energy saving industry and other

key industries, and regional arrangements.
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|. Short and Medium-term Fiscal and Tax Reform
Policy Orientation (Contd.)

(Z) MBGCH BT HATE &
(II1) Direction and Focus of Fiscal Expenditure
@ “ k7 . M. RS, IrRSS R R AR

“Agriculture, rural areas, and farmers”: infrastructure, agricultural structural optimization, service
systems and agricultural subsidies

@ iR, BE; W2 ES; HRTIE
Social security: total volume; urban and rural focus; social security budget

@ N RFIEIHHE
Environmental and technology education

@ (AT MRy FTB (AR FEANY. MR BRIk BURRIE)
Supporting economy and industry: concept; means (investment subsidies, interest
subsidies, equity investments, guarantees, government procurement)

@ HUVH ALK S HY 1 I B B R

Cancelling fiscal linking policy of relevant expenditure
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|. Short and Medium-term Fiscal and Tax Reform Policy Orientation
(Contd.)

(V) B S A A e A A
(IV) Tax Reform and Tax Stabilization
O 5 TS5 E T R GRS BT (G TR AN A TFAT)
Comprehensive and systematic tax reform (combination of structural tax
cuts and tax increases) ;

@ Z PR E B AT S AL D APSRL. B EIREL. KA
Structural tax cuts: business tax-to-VAT, corporate income tax, personal
Income tax, export tax rebates and tariffs;

@ BLA g TR ARG, WA, B5R THBARAE
Tax increase reform: resource tax, environmental tax, carbon tax, property
tax and consumption tax;

@5, AVEBUIL B 4 5 X Rl B A 22 A R e 2
Cleaning up and standardizing tax incentives, no tax incentives in future
regional planning in principle.
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|. Short and Medium-term Fiscal and Tax Reform Policy Orientation
(Contd.)

(Io) BUF R B & (W Bk
(V) Intergovernmental Fiscal Relations ( Fiscal System)
@ =i B 7y
Power clarification adjustment
@ I ERL. s fill AR
Changes in classification of VAT and income tax

@ U 5 T A A h i

Local tax system construction

® 2L AN Ty Rl

County-level basic financial security
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|. Short and Medium-term Fiscal and Tax Reform
Policy Orientation (Contd.)

() A E B E
(V1) Budget Management Reform

@ i Z T T 7R I SCH T BURIR

Budget audit expanded from balance and deficit to expenditure budget and policy
@ I, AN TG, ORI 7S o T

Departmental budget: refining and expanding budget coverage
@SB ATTHIEE. BUR. WS4

Increasing transparency: disclosing system, policy and revenue and expenditure details
@ UM RIE: =M% (k. Jul & Jr0)

Government procurement: three trends (scale, scope and manner)
@ i fil] 1 3 T AE A

Preparing medium-term budget framework
@ = 57 o 55 I AT A AL

Establishing local debt warning and control mechanism
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(I) Evaluation on Current Tax Policies
O® ' 5 KREBUECE, PAASHITERA N £ (U07H S EERL . By . SERSE S A AT
T AEIRARBI L & SE) , RN & BEBIECRE . TR BCRESE, XA 1 ARIRAE
JZE
A large number of tax policies have been introduced with focus on structural tax cuts
(e.g. consumer VAT, business tax-to-VAT, resource utilization and energy savings
tax incentives) . Meanwhile, resource tax and consumption tax reforms have been
launched, which positively contributed to energy conservation and environment
protection.
@ - E i BB R AR Bl SR G, B RS sN#AL, AH T
A AR RO SR AR AL
Major problems: incomplete tax policy system and backward tax reform result in
externalized environmental costs, which is unfavorable for climate change adaption.
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Il. Short and Medium-term Tax Policy Options
(Contd.)

(=) BrEBE
(II) Reform Ideas
@ B SRR AE &
Combination of tax incentives and tax penalties
@ A U S I A A S
Combination of tax cut reform and tax increase reform
® HZILE SRR EMLS &

Combination of direct and indirect incentives
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ll. Short and Medium-term Tax Policy Options
(Contd.)
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(I11) Resource Tax Reform
@ CHLRHERE R TRBIOE: 19944 AL AN IE AT
Promoting coal resource tax reform: outdated tax system (1994)
@ N HlEa ld: BIEMR. ECAE it
Mature conditions: decreasing coal price and marketized electrical coal
@ SN NEMEI SO IR, EBiR . BLok[ED s K e ia
3= A e i 7 B R U
Reform scope: specific duties-to-ad valorem, tax rate increase, tax fee
reform and decentralizing resource tax to local governments.
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ll. Short and Medium-term Tax Policy Options
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(M) FBEBHBCEE
(IV) Environmental Tax Reform
® T IR BB AL AR 7 AR R
Badly needed due to current deteriorating environment
@ UUENE: SRHBL. NES. EEREME, KKEMT . MEE
Reform scope: fee-to-tax, moderate tax rate increase, highlights,
decentralizing to local governments, collection mode

@ JEIABIBTL, IS

Promoting environmental tax methods to accelerate the implementation
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Il. Short and Medium-term Tax Policy Options
(Contd.)
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(V) Carbon Tax Reform
O® 1 [E YA FTERA: N TARARA AN L AR 25 T e ) 2\
Why China needs carbon tax: responding to climate change and transforming
economic development mode

® it BUK. BoREmA AT
Feasibility in theory, policies and technologies
@ SUENEE: MEBIN R, TEEUKIE . MEBIA T IR, B
Reform scope: object of taxation, tax basis, tax links, tax model and tax rate
® A “ =5 HIH AR
It is suggested to be implemented during the early and mid-term of the 13th-FYP
period.
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(Contd.)

D EGED
(V1) Other Reforms
® =R A T 1A
Business tax-to-VAT direction
® JH B
Consumption tax reform
® /57 BiE
Property tax reform
@ VTSR R
Corporate income tax reform
@ X 1 e R RS A G
Tax incentives for energy-saving and environmental service industry
® I [TIEBLECR (45 MEBER)
Export tax rebate policy (structural policy)
@ CHIBR
Tariff policy
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(I) Evaluation on Current Fiscal Expenditure Policies

O T LA SCRAEIRTE AT /e REIRES LA . SR T REIaR. TE3A2eit. InsARMoK
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Policies in support of elimination of backward production capacity, energy structure
optimization, comprehensive energy conservation, circular economy and agriculture,
forestry and water weather forecast improvement have been released in recent 5

years.

@ i) SCHVIEL. 7 AN Sl SCRFEG. B AR A5 7 T 5 it
Major problems: expenditure size, direction and focus, support tools and

management efficiency to be improved.
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Ill. Short and Medium-term Fiscal Expenditure
Policy Points (Contd.)
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(I) Reform Ideas
@ 7 B AT T L]
Establishing new mechanisms for fiscal input growth
O® LI WE B S EHEIFE
Optimizing expenditure structure: combination of incremental adjustments and
stock adjustment

@ SR HERE T IANLHIRIESL, BT R
Promoting the establishment of market mechanism and mobilizing market input
@ LGl ZPTB: ). MR BRGREE . SCFRHALR . BUF R
Adopting various means: investment subsidies, interest subsidies, equity
investments, supporting guarantees and government procurement
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Ill. Short and Medium-term Fiscal Expenditure
Policy Points (Contd.)

(2) ERIFTMBERA L) AL 75 T
(II) Innovating Fiscal Input (Expenditure) Mechanism

@ Z AR UETNE SCH AL H 38 S B H N A AR A A AL A+

Adding Climate-related budget expenditure items, and establishing a long-
term mechanism for financial support for climate change adaption;

@ HSUA LI E, fem s FFRUR:
Gathering current special funds to improve supporting effects;
® & E MR, BT SRAMT N .

Improving subsidy efficiency and preventing cheat-up behaviors.
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Ill. Short and Medium-term Fiscal Expenditure
Policy Points (Contd.)
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(IV) Optimizing Fiscal Input (Expenditure) Approach and Structure
@ Xt TNV HARBUE F i BB W
Fiscal policy recommendations for industrial technical transformation
e [ DMV AN SR, 52 28 S T i [ A 22 2%

Technical transformation is necessary for building an industrial power due to
large but weak industry in China.

) VIPNEEEOETE PN

Increasing national input in technical transformation
F BN R TTI0,  ASIARAT AN IR %

Mobilizing bank and enterprise input through interest subsidies
) SiAliE NS e A

Issues of transparency and performance appraisal
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lll. Short and Medium-term Fiscal Expenditure
Policy Points (Contd.)

® E— Y R&E TN RERAT BUBGR A Ve K& A Y
Further Expanding the Scope of Fiscal Policy Demonstration for
Comprehensive Energy Conservation

* 55— L8 I T i A B L AR

Achievements have been made in the first batch of pilot cities (8) .
K A A0 T R A E

The second batch of pilot cities (10) has been identified this year.
) CEVS T A B S i ST 5 Ci s /AN AW =R A

Pilot scope should be further expanded on the basis of experience

gained.
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lIl. Short and Medium-term Fiscal Expenditure
Policy Points (Contd.)
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Recommendations for Optimizing Energy Structure
K SERA AR RS T A0, D I R G
Advancing marketization of fossil fuels price to reduce fiscal
subsidies;

KR I BOGS ] AR BEVR SCRF T L

Enhancing financial support for renewable energies.
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Policy Points (Contd.)
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Strengthening Support for Agriculture

AN J& T 1E RA G il FZ AR S & BN A i A, BRIEAE K2
FEAE TR RIGOL FHEATHY, FrEL, ARV 32 SURARA S B K A — o & DL B A EAR VA0
t s I E T R e s Ao SRRt i e, DA B P A S RERE ;415K
BEWLHOR, KB RAON; BT PR A R e S A7 e, TR E I S5 1R s A
Jars IR EBCERIROE, SEEAERBTE A &R A R E IRITE RS, BT
A 1 Al PRES A s SRS A AR IRTE X, AT AR IE R A o
Agriculture, consisting of farming and animal husbandry, is the basic industry of the national
economy. As agricultural production is mainly operated in the open air, agriculture is one of the
most affected sectors by climate change. Adaption fund in agriculture is mainly applied in the
following aspects: strengthening agricultural infrastructure and accelerating the process of
agricultural industrialization and modernization; promoting water-saving irrigation technigues and
developing water-saving agriculture; building resilient breed gene pool and seed bank and
adjusting cropping systems and crop varieties layout; strengthening livestock infrastructure and
improving animal disease prevention and control system; improving agricultural disaster
monitoring and warning system and establishing agricultural insurance system in line with China's
national conditions; and establishing agricultural adaptation technology demonstration area and
promoting agricultural adaptation technologies.
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Strengthening Support for Forestry

MR 2SRRI, REFRNAES RGNS ZWRAENKR, —SEYI R4
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Due to climate change, China’s forest ecosystems are becoming more vulnerable; some animals
and plants are facing greater risk of extinction and disappearance; forest fires are obviously
iIncreasing; and area of forest pest is expanding. To improve forestry capacity of adapting climate
change, more inputs should be made in the following aspects: strengthening the construction of
forestry ecosystems and nurturing precious, rare, and endangered species; strengthening the
recovery and reconstruction of ecological functions in ecologically fragile areas, and implementing
sustainable forest management strategy; strengthening forest fire management, and improving
forest fire prevention and control capabilities; and improving forest pests & rodents monitoring and
early warning systems and improving forest pest prevention and control capabilities.
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Strengthening Support for Water Resources

IKBEAR AR 4, e —FiRIg A Gr R, 2RI IECR . ANZKAD. KE N
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Water resources are not only products of climate, but also strategic economic resources, which
are greatly affected by climate change. Less supply, uneven spatial and temporal distribution of
water resources and frequent flood disasters have been long facing by China’s social and
economic development. Adaption fund in water resources is mainly applied in the following
aspects: strengthening water resources management system construction and improving water
use efficiency; strengthening aquatic ecosystem protection and restoration projects and balancing
spatial and temporal distribution of water resources; improving water infrastructure and monitoring
and early warning systems and building flood and drought control capabilities; and improving soil
erosion prevention and control system and protecting soil and water resources.
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Strengthening Support for Coastal Areas
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Most economically developed regions in China are concentrated in coastal areas. Such problems
as rising sea level, coastal ecosystem degradation and frequent typhoon disasters have seriously
restrained the sustainable development of these areas, thus it is urgent to improve coastal areas’
capacity of adapting to climate change. Adaption fund in coastal areas is mainly applied in the
following aspects: strengthening basic protection capacity building of coastal areas and reducing
the hazard of storm surges, waves and salt tides; strengthening maritime disaster monitoring and
early warning capacity, and improving weather warning and forecast service quality of coastal
areas; establishing special marine ecological protection areas and accelerating coastal ecosystem
restoration process; and strengthening comprehensive governance capacity of coastal areas and
preventing red tides and ground subsidence phenomenon.
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Strengthening Support for Human Health
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With frequent floods, droughts and heat waves phenomenon resulted from climate

change, more and more factors are affecting human health. To constantly improve
the living standard of the public, more inputs should be made in the following aspects
in health sector: strengthening construction of public health facilities and improving
medical service quality of vulnerable populations; improving disease surveillance and
early warning system and controlling the rapid spread of epidemic diseases; and
popularizing health care knowledge and improving public emergency protective skills
for sudden illness.
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(V) Establishing Government Procurement Policies for Promoting Climate Change
Adaptation
T SR F BUN RIS, IPRE BRI
Advancing government procurement legislation and accelerating the construction
of management system;
*HEmE = (RP %@%W’J LEA S ARBIRE AR QI it BRI B A5 A K mh /N Al B
G HIBUR R ECE ) 5 B89 RARBRAE A1 2 (R T AR R W 7 i
Raising “three proportions” (i.e. green procurement proportion, low-carbon
product procurement proportion and SMEs procurement proportion) , and
gradually expanding the scale and scope of low-carbon, recycling and
environmental procurement'

K SEJit 5 AR GRIA IR EE , B2 i B E ORIV 2 AR ALK s

Implementing energy saving certification system and gradually shifting from list
procurement to standard procurement;
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Adopting “three combinations” (i.e. combination of preferential procurement and
mandatory procurement, combination of centralized procurement and
independent procurement and combination of direct procurement and subsidy
support) , optimizing procurement methods and improving support efficiency of
government procurement for low-carbon, recycling and environmental
development;

K LT BRI ORI ) VT H AR R AN GRS VR, FTIE AR IS BHMA R

Establishing evaluation system and performance appraisal system for

environmental procurement, and building three-dimensional supervision system.
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