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Notice of the Ministry of Finance, the National Development and
Reform Commission, the Ministry of Land and Resources, the
Ministry of Housing and Urban-Rural Development, the People's
Bank of China, the State Administration of Taxation, and the
General Administration of Press, Publication, Radio, Film and
Television Film Industry Development Economic Policies Support
Notice.

(No. 56 [2014] of the Ministry of Finance)

To finance departments, development and reform commissions,
departments of land and resources, departments of housing and
urban-rural development, offices of the State Administration of
Taxation, and administrations of radio, film and television of all
provinces, autonomous regions, municipalities directly under the
Central Government and cities separately designated in the State
plan; and, the Shanghai Head Office, all branches, business
management departments, central sub-branches of provincial
capitals (and capitals of autonomous regions) and central sub-
branches of all cities at the sub-provincial level of the People's
Bank of China.

With a view to enforcing the requirements set forth at the 18th
National Congress of the CPC and the Third Plenary Session of the
18th Central Committee of the CPC, enriching the people's
cultural life, promoting the prosperity and development of
Chinese films, enhancing the overall strength and
competitiveness of Chinese movies, pushing China's film industry
to make progress in this critical period, and developing China
from a country that produces a large quantity of films into one
that also produces high quality films, several economic policies
supporting the development of the film industry are hereby
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Decree No. 56 of the Ministry of Finance

Ministry of Finance, State Development & Reform Commission, Ministry of Land
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issued as follows:

1. Management of the special funds for the development of the
film industry shall be strengthened

It is imperative to strengthen the collection, use, and
management of the special funds for the development of the film
industry, as well as support the development of the film industry
and effectively improve the usage and efficiency of such funds.

2. Increased support through special funds for quality films

The Central Treasury shall continue to set aside special funds for
quality films to promote the creation and production of films.
Specifically, an amount of RMB 100 million shall be arranged
annually to support five to ten influential films touching on key
themes that will be selected upon application for approval on a
case-by-case basis.

3. The special cultural industry development funds shall be
utilized to support the development of the film industry

Funds shall be earmarked under the special cultural industry
development funds to support the development of the film
industry, mainly in the following five aspects: first, to promote the
application of high-end technologies in film production; second,
to support Chinese film enterprises to explore international
markets; third, to support the development of important film
industry projects and the construction of high-tech and core
bases; fourth, to fund key films with strong market
competitiveness; and fifth, to step up the construction of key
professional movie websites.

4. Preferential taxation policies shall be introduced for the film
industry

The following incomes shall be exempted from value-added tax
("VAT") during the period from January 1, 2014 to December 31,
2018: incomes obtained by film production enterprises from the
sales of film copies (including digital copies) and the transfer of
copyrights; film distribution incomes obtained by film distribution
enterprises; and, incomes obtained by film screening enterprises
from screening films in rural areas.

Film screening services provided in urban areas by general
taxpayers may, pursuant to prevailing policies, be subject to VAT
according to simplified taxation methods.

5. Funding subsidies shall be granted to the construction of
movie theaters in county-level cities in central and western
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China

The Central Treasury shall set aside subsidies under the special
funds for the development of the film industry to prioritize
support for the construction of digital movie theaters in county-
level cities in central and western China, as well as in the needy
regions in eastern China. Local finance departments shall,
according to local economic development realities, make
reasonable funding arrangements to promote the balanced
development of the construction of digital movie theaters in
county-level cities.

6. Construction of the public services and regulatory systems for
film distribution and screening shall be strengthened and
improved

Adapting to the development trends of the film industry that
feature technological innovation and industrial upgrading, efforts
shall be made to strengthen and improve the construction of the
public services and regulatory systems for film distribution and
screening, and promote the operations, services, and
management of film distribution and screening to move to a
modern and intelligent model.

7. Supporting financial policies shall be formulated for the film
industry

Banking financial institutions are encouraged to accelerate the
innovation of credit products that cater to the characteristics of
the film industry demands and under the precondition that risks
are effectively under control, gradually expand the scale of such
innovative credit products catering to the characteristics of film
enterprises as financing and lease loans, pledge financing of
receivables, industrial chain financing, and equity pledge loans,
explore the business of intangible asset mortgage and pledge
loans, and expand the scope of mortgage and pledge collaterals
for loans of film enterprises.

It is important to actively promote service model innovation that
suits the demand characteristics of the film industry, support
banking financial institutions to, according to the different stages
of development and the characteristics of financial needs of film
enterprises, effectively align credit business and settlement
business, international business and investment banking business,
and effectively integrate corporate banking business, retail
business, asset, and liability business and intermediary business,
and encourage banks, investment funds, insurance companies,
and other institutions to jointly invest in enterprise equities,
bonds and asset-backed schemes, or adopt other various means
to provide film enterprises with comprehensive financial services.
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Efforts shall be made to vigorously promote film enterprises to
engage in direct financing. It is necessary to support qualified film
enterprises to go public, encourage film enterprises to issue
corporate bonds, enterprise bonds, collective trusts and bonds,
privately-placed bonds for small- and medium-sized enterprises,
and other debt financing instruments for non-financial
enterprises as well as guide private equity investment funds,
venture capital funds, and other investment institutions to invest
in the film industry. The Central Treasury shall grant a certain
percentage of loan interest discounts and insurance premium
subsidies to film bases, enterprises, and projects enjoying priority
national support.

8. Differentiated land use policies supporting the construction of
movie theaters shall be adopted

Given the various sources of land for movie theater construction
and the diversified methods of film screening, to encourage the
construction of movie theaters, a number of approaches may be
taken to increase film viewing facilities, such as building new
stand-alone movie theaters, building movie theaters as auxiliary
facilities for commercial projects, renovating existing movie
theaters at their current locations, relocating movie theaters for
construction in other locations, etc. Differentiated land supply
policies, such as supply by agreement, listing, etc., shall be
adopted according to different scenarios. First, the land for
building new stand-alone movie theaters shall be transferred by
listing. The government may raise movie theater construction
standards and determine the holders of the land-use right
through public listing when supplying the land for movie theater
construction. Second, active efforts shall be made to explore
construction channels such as building movie theaters as auxiliary
facilities for projects of commercial service facilities and the
corresponding land supply methods. When supplying the land for
commercial services or other real estate projects, governments at
the city or county level may include in the land transfer conditions
the requirements on the construction of movie theaters as
auxiliary facilities for such projects and shall specify the ways to
dispose of the movie theaters after the completion thereof
pursuant to the law. Third, existing movie theaters are supported
to undergo renovation. Subject to planning requirements, existing
movie theaters may be renovated to concurrently offer certain
commercial, service, office, and other functions, in which case
additional land use formalities shall be handled based on
agreements. Fourth, other public welfare venues are encouraged
to build facilities suitable for film screening. Where equipment
and premises suitable for film screening are built in libraries,
museums, cultural centers, youth activities venues, and other
non-profit public cultural facilities, if land is supplied by way of
allocation upon approval on the ground that the main purposes
are in compliance with the Catalogue of Land Supply by
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Allocation, the land supply formalities for the land used by the
movie theaters may be handled based on agreements according
to the purposes of sports and entertainment. Fifth, it is
encouraged to make use of existing industrial, warehousing and
other construction land to build movie theaters. Subject to the
consent of transferors and planning administrative departments,
land supply formalities in this regard may be handled based on
agreements according to the purposes of sports and
entertainment. Sixth, post-supply regulation shall be tightened for
the land used by movie theaters. Rigorous examination and
approval procedures shall be enforced for change of purposes for
the land supplied to movie theaters. Users of movie theater land
shall develop, utilize and manage such land according to land
transfer contracts, and shall obtain the consent of transferors and
the administrative departments of urban planning of the people's
governments of relevant cities or counties if they need to change
the land purposes agreed under such contracts. As regards the
land supplied for the construction of new stand-alone movie
theaters, it shall be specified in the land transfer contracts that
such land shall be recovered by governments pursuant to the law
for re-supply if their intended purposes need to be changed.

All regions shall, according to local realities of movie theater
construction and development, make reasonable planning in
terms of the construction layout and the total number of movie
theaters to prevent low-level redundant construction and
excessive competition, and ensure the orderly construction of
movie theaters. Regions with an excessive number of movie
theaters shall strictly control the number of new theaters, and
instead focus on adjusting and optimizing the layout and
structure of movie theaters. On the other hand, regions that lag in
movie theater construction shall actively push forward such
construction according to relevant planning.

9. Implementation should be vigorous and management
strengthened

Development and reform commissions, tax authorities, finance
departments, departments of land and resources, and
departments of housing and urban-rural development at all levels
shall earnestly enforce the various economic policies supporting
the development of the film industry, lose no time in formulating
and fine-tuning various supporting policies and measures,
establish and improve the systems for the use and management
of special funds, and step up the macro-control, assessment and
regulation of such funds. In addition, departments of press,
publication, radio, film, and television at all levels shall effectively
reinforce their sense of responsibility, earnestly perform specific
tasks, and study and address new situations and issues in a timely
manner.
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This Notice is hereby given. e
Ministry of Finance ] - % Y5t
National Development and Reform Commission 13 R RN & e
Ministry of Land and Resources A AT
Ministry of Housing and Urban-Rural Development EEC Y

People's Bank of China i1 R H A

State Administration of Taxation

State Administration of Press, Publication, Radio, Film and 2014 45 131 [
Television

May 31, 2014
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