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all provinces, autonomous regions, municipalities directly under the
Central Government, and cities under separate state planning; and the
Financial Bureau of Xinjiang Production and Construction Corps:

In order to facilitate the understanding and implementation of export
taxation policies by both tax collectors and taxpayers in a systematic
and accurate manner, the Ministry of Finance and the State
Administration of Taxation have reviewed and sorted out a range of
VAT and consumption tax policies for exported goods and processing,
maintenance and repair labor services provided to the overseas
(hereinafter referred to as “exported goods and labor services,”
including goods regarded as exports) as issued in recent years and
clarified several issues arising in actual operations. You are hereby
notified of the following relevant matters:

I. Exported goods and labor services to which the VAT refund
(exemption) policy applies

The VAT exemption and refund policy (hereinafter referred to as the
“VAT refund (exemption) policy”) shall apply to the following exported
goods and labor services, except those subject to Article VI or VII of
this Notice:

1. Goods exported by export enterprises

The term “export enterprises” as mentioned in this Notice means the
entities or sole proprietors that have undergone the industry and
commerce registration, tax registration, and foreign trade operator
registration formalities in accordance with law and export goods for
their own accounts or consign goods for export, as well as production
enterprises consigning goods for export that have undergone the
industry and commerce registration and tax registration formalities but
have not undergone the foreign trade operator registration formalities in
accordance with law.

The term “exported goods” as mentioned in this Notice means the
goods actually exiting China after customs declaration and sold to
overseas entities or individuals, including exported goods for one's own
account and consigned exported goods.

The term “production enterprises” as mentioned in this Notice means
the entities or sole proprietors that have the production capacity
(including processing, maintenance and repair capacities).

2. Goods regarded as exports of export enterprises or other entities,
which specifically refer to:

(1) goods exported by export enterprises for foreign aid, foreign
contracted projects or overseas investment.
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(2) goods of export enterprises entering export processing zones,
bonded logistics parks, bonded ports, comprehensive bonded zones,
Zhuhai-Macao Industry Zone (Zhuhai Park), China-Kazakhstan Horgos
International Border Cooperation Center (Chinese supporting areas),
and bonded logistics centers (B type) approved by the state (hereinafter
referred to as the “special areas™) after customs declaration and sold to
entities within the special areas or overseas entities or individuals.

(3) goods sold by trading enterprises of duty-free goods (excluding
goods prohibited from trading or restricted from export by the state (see
Annex 1), cigarettes, and goods beyond the business scope in the
Business License for Enterprises as Legal Persons of trading enterprises
of duty-free goods), which specifically refer to: (a) goods declared by
China Duty Free Group Co., Ltd. to the customs, transported into
warehouses under the customs' supervision, and supplied exclusively to
and sold by the duty-free shops established by it with the approval of
the state which adopt uniform business operations, uniform organization
of purchase, uniform determination of retail prices and uniform
management; (b) goods of trading enterprises of duty-free goods
approved by the state other than China Duty Free Group Co., Ltd.,
declared to the customs, transported into warehouses under the customs'
supervision, and supplied exclusively to their duty-free shops within the
separate customs areas of the Capital Airport; and (c) goods sold by
duty-free shops within separate customs areas of Shanghai Honggiao
and Pudong Airports owned by trading enterprises of duty-free goods
approved by the state other than China Duty Free Group Co., Ltd.

(4) electromechanical products sold by export enterprises or other
entities under wining bids for construction projects financed by loans
from an international financial organizations or foreign governments
(hereinafter referred to as the “winning electromechanical products™).
The winning electromechanical products include electromechanical
products subcontracted to export enterprises or other entities by the
winning foreign enterprises. See Annex 2 for the specific scope of the
loan institutions and winning electromechanical products.

(5) marine engineering structures manufactured and sold by production
enterprises to offshore petroleum and natural gas exploitation
enterprises. See Annex 3 for the specific scope of marine engineering
structures and offshore petroleum and natural gas exploitation
enterprises.

(6) goods sold by export enterprises or other entities to international
transport enterprises and used on international means of transportation.
For the time being, the aforesaid provision only applies to the goods
sold by foreign ship supply companies and ocean shipping supply
companies to foreign ships and Chinese ocean ships, as well as aviation
food produced by domestic aviation supply companies and sold to
international flights of domestic and overseas airline companies.

(7) water (including steam), electricity and gas sold by export
enterprises or other entities to production enterprises within special
areas for production consumption and transported into special areas
without declaration to the customs (hereinafter referred to as the “water,
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electricity and gas transported into special areas”).

Unless as otherwise provided for by this Notice and the Ministry of
Finance and the State Administration of Taxation, all provisions on
exported goods shall apply to goods regarded as exports.

3. Processing, maintenance and repair labor services provided by export
enterprises to the overseas

“Processing, maintenance and repair labor services provided to the
overseas” means the processing, maintenance and repair for goods re-
exported after entering China or means of transportation used for
international transportation.

I'l. Measures for VAT refund (exemption)

For the exported goods and labor services to which the VAT refund
(exemption) policy applies, the VAT “exemption, offset and refund”
measure or the VAT “exemption and refund” measure shall be
implemented according to the following provisions.

1. The “tax exemption, offset and refund” measure. The self-produced
goods and goods regarded as self-produced as exported by production
enterprises (see Annex 4 for the specific scope of goods regarded as
self-produced), the processing, maintenance and repair labor services
provided to the overseas, and the non-self-produced goods exported by
the named production enterprises (see Annex 5 for the specific scope)
shall be exempt from VAT, the corresponding input tax shall be
credited against VAT payable (excluding VAT payable to which the
VAT policy of “refund immediately after payment” or “refund after
payment” applies), and the remainder shall be refunded.

2. The “tax exemption and refund” measure. The goods and labor
services exported by export enterprises incapable of production
(hereinafter referred to as “foreign trade enterprises”) or other entities
shall be exempt from VAT, and the corresponding input tax shall be
refunded.

1. VAT export refund rates

1. Except for the VAT export refund rates specified by the Ministry of
Finance and the State Administration of Taxation in accordance with
the decisions of the State Council (hereinafter referred to as the “tax
refund rates”), the tax refund rates for exported goods shall be the
applicable tax rates. The State Administration of Taxation shall,
according to the aforesaid provision, publish the tax refund rates

NON-CONFIDENTIAL

T3~ RS CRUR FRAm N5 R DX K e

O s

o A3 R B O U AT [ X 55 R R A
MESL, FLIR H E e aE ) O S
FIHE -

(=) kxR Aon Tz HER
5755 o

XM A BAERC ST 55, 4R Xt
A BT el [ s ) s i
HAEAT R TAZ FAZHC .

T BEBGR (5D Bk

G ERGR () BLBERRH 184
5755, FEMT S AT G (E B R AKIR
Bk G iR BLANE -

(—) HARBFIIME. ki O E
PEECAALE B B (LR B B
(g EARTE B LB A 4D Bt SN T
BEBR T 55, DRAIAA ek (R
G DL 5) HRHEE 8, %
AEHGERE,  HH LR TR A5 Il S 44 484
ERUAT (AN I8 G (E A B AR RTIR
SAE IR IR BUR K S ERAD , RIK
IRIE R 73 T LIRS .

(=) RIBBINE. ANEAEREIIN
Ak CRURARAMNEA dialk ) sl H A B
Rrth BE5T 5%, SAEIRAE AL, AR
BB T LR IE -

=~ HMEBLH TREIE

() B3R IV S R [ A3 55 e R AR A [
F ot TR T WA P 164 B0 L TR 26

CEAURARIBRLAD Fh, OISR AL
FONFEMBE . ERBS SRR L
R E R IR B R BT S5 IR
LT A RA, AR AT - 18



Shenzhen SDG Information Co., Ltd.

Exhibit S2-policy documents for export VAT schemes

through the tax refund rate library for exported goods and labor
services, for implementation by both tax collectors and taxpayers. In the
case of any adjustments to the tax refund rates, except as otherwise
provided for, the time of implementation of a tax refund rate shall
depend on the export date indicated on the declaration form (for export
tax refund use only) for exported goods (including goods from
processing, maintenance and repair).

2. Special provisions on tax refund rates

(1) The tax refund rates for the exported goods purchased by foreign
trade enterprises on which taxes are collected in the simple approach
and exported goods purchased by foreign trade enterprises from small-
scale taxpayers shall be the collection rate actually implemented in the
simple approach and the collection rate for small-scale taxpayers
respectively. Where special VAT invoices are obtained for the aforesaid
exported goods, the tax refund rate shall be the lower of the tax rate on
the special VAT invoice and the tax refund rate for exported goods.

(2) The tax refund rates for processing, maintenance and repair
expenses for the goods from processing, maintenance and repair
authorized by export enterprises shall be the tax refund rates for
exported goods.

(3) The tax refund rates for the winning electromechanical products, the
listed raw materials entering special areas after declaration to the
customs by export enterprises and sold to production enterprises within
special areas for production consumption (hereinafter referred to as the
“listed raw materials”; see Annex 6 for the specific scope), and the
water, electricity and gas transported into special areas shall be the
applicable tax rates. In case of the state's adjustment of the tax refund
rate for any of the listed raw materials, the tax refund rate after
adjustment shall apply to the listed raw material from the date of
adjustment.

(4) See Annex 3 for the applicable tax refund rates for marine
engineering structures.

3. For goods and labor services to which different tax refund rates
apply, separate customs declaration and separate accounting shall be
conducted, and separate applications for tax refund (exemption) shall be
filed; and the lower tax refund rate shall apply if separate customs
declaration or separate accounting is not conducted or such separation
cannot be clearly made.

IV Basis for calculating the amount of VAT refund (exemption)

The basis for calculating the amount of VAT refund (exemption) for
exported goods and labor services shall be determined according to the
export invoices (foreign sales invoices) for exported goods and labor
services, other plain invoices for exported goods and labor services,
special VAT invoices for exported goods and labor services purchased,
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or special customs bills of payment of VAT on imported goods.

1. The amount of VAT refund (exemption) for exported goods and labor

services of production enterprises (excluding goods from processing
with imported materials and re-exported) shall be calculated on the

basis of the actual FOB of exported goods and labor services. The actual

FOB shall be that indicated on the export invoices, and if the export

invoices cannot reflect the actual FOB, the competent tax authority shall

have the authority to assess the actual FOB.

2. The amount of VAT refund (exemption) for goods from processing
with imported materials and re-exported by production enterprises shall
be determined on the basis of the FOB of exported goods minus the
amount of customs bonded imported materials included in exported
goods.

The term “customs bonded imported materials” as mentioned in this
Notice means the materials imported by export enterprises from the
overseas, special areas and other areas under customs supervision in the

trading mode of processing with imported materials, including materials

purchased by export enterprises from overseas entities or individuals
and drawn from customs bonded warehouses for which the formalities
for processing with imported materials have been completed at the
customs and imported materials purchased by export enterprises outside
bonded areas from enterprises within bonded areas for which the
formalities for processing with imported materials have been completed
at the customs.

3. The tax basis for goods exported by production enterprises from
processing of domestic duty-free raw materials purchased on which
there is no input tax and no input tax is set aside shall be determined on
the basis of the FOB of exported goods minus the amount of purchased
domestic duty-free raw materials included in exported goods.

4. The amount of VAT refund (exemption) for goods exported by
foreign trade enterprises (excluding goods under processing,
maintenance and repair upon authorization) shall be calculated on the
basis of the amount indicated on the special VAT invoices for the
purchased exported goods or the duty-paid value indicated on the
special customs bills of payment of VAT on imported goods.

5. The amount of VAT refund (exemption) for goods from third-party
processing, maintenance and repair exported by foreign trade
enterprises shall be calculated on the basis of the amount indicated on
the special VAT invoices for processing, maintenance and repair
expenses. Foreign trade enterprises shall valuate and sell the raw
materials used for processing, maintenance and repair (excluding
customs bonded imported materials for processing) to the authorized
production enterprises conducting processing, maintenance and repair,
and the authorized production enterprises conducting processing,
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maintenance and repair shall include the cost of raw materials in the
processing, maintenance and repair expenses and issue invoices.

6. The basis for calculating the amount of VAT refund (exemption) for
the used equipment for which the export input tax has not been
calculated and deducted shall be determined according to the following
formulas:

Basis for calculating the amount of VAT refund (exemption) = amount
indicated on the special VAT invoice or duty-paid value indicated on
the special customs bill of payment of VAT on imported goods xfixed
asset net value of used equipment =-original value of used equipment

Fixed asset net value of used equipment = original value of used
equipment - accumulated depreciation of used equipment

The term “used equipment” as mentioned in this Notice means the fixed

assets of which accrual depreciation has been recorded by export
enterprises in accordance with financial accounting rules.

7. The amount of VAT refund (exemption) for goods sold by trading
enterprises of duty-free goods shall be calculated on the basis of the
amount indicated on the special VAT invoices for goods purchased or
duty-paid value indicated on the special customs bills of payment of
VAT on imported goods.

8. The amount of VAT refund (exemption) for the winning
electromechanical products shall be calculated on the basis of the
amount indicated on the plain invoices for electromechanical products
sold by production enterprises, the amount indicated on the special
VAT invoices for goods purchased by foreign trade enterprises, or the
duty-paid value indicated on the special customs bills of payment of
VAT on imported goods.

9. The amount of VAT refund (exemption) for self-produced marine
engineering structures sold by production enterprises to offshore
petroleum and natural gas exploitation enterprises shall be calculated on
the basis of the amount indicated on the plain sales invoices for the sold
marine engineering structures.

10. The amount of VAT refund (exemption) for water, electricity and
gas transported into special areas shall be calculated on the basis of the
amount indicated on the special VAT invoices for water (including
steam), electricity and gas purchased by production enterprises within
special areas as purchasers.
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V. Calculation of amounts of VAT “exemption, offset and refund” and
amounts of VAT “exemption and refund”

1. The amount of VAT “exemption, offset and refund” for goods and
labor services exported by production enterprises shall be calculated
according to the following formulas:

(1) Calculation of tax payable for the current period

Tax payable for the current period = output tax for the current period -
(input tax for the current period — taxes prohibited from exemption and
offset for the current period)

Taxes prohibited from exemption and offset for the current period =
FOB of exported goods for the current period <RMB conversion rate of
foreign currency x (tax rate applicable to exported goods - tax refund
rate for exported goods) - deductions of taxes prohibited from
exemption and offset for the current period

Deductions of taxes prohibited from exemption and offset for the
current period = price of duty-free raw materials purchased for the
current period X (tax rate applicable to exported goods - tax refund rate
for exported goods)

(2) Calculation of amount of “tax exemption, offset and refund” for the
current period

Amount of tax exemption, offset and refund for the current period =
FOB of exported goods for the current period < RMB conversion rate of
foreign currency <tax refund rate for exported goods - deductions of
tax exemption, offset and refund for the current period

Deductions of tax exemption, offset and refund for the current period =
price of duty-free raw materials purchased for the current period >tax
refund rate for exported goods

(3) Calculation of amount of tax refund and amount of tax exemption
and offset for the current period:

(a) If the ending carryover for the current period is less than or equal to
the amount of tax exemption, offset and refund for the current period:

Amount of tax refund for the current period = ending carryover for the
current period

Amount of tax exemption and offset for the current period = amount of
tax exemption, offset and refund for the current period - amount of tax
refund for the current period

(b) If the ending carryover for the current period is greater than the
amount of tax exemption, offset and refund for the current period:

Amount of tax refund for the current period = amount of tax exemption,
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offset and refund for the current period

Amount of tax exemption and offset for the current period = 0

The “ending carryover for the current period” shall be the “ending
carryover” in the VAT Tax Return for the current period.
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(4) The price of duty-free raw materials purchased for the current period

shall include the price of domestic duty-free raw materials purchased
for the current period on which there is no input tax and no input tax is
set aside and the price of bonded imported materials for processing for
the current period, and the price of bonded imported materials for
processing for the current period shall be the composite assessable

price.

Composite assessable price of bonded imported materials for processing
for the current period = CIF of imported materials for the current period
+ tariffs actually collected by the customs + consumption tax actually

collected by the customs

(a) If the “actual consumption approach” is adopted, the composite
assessable price of bonded imported materials for processing for the
current period shall be the composite assessable price of imported
materials consumed by the exported goods from processing of imported

ARSI A+ 1 5 SAE T P A

materials for the current period. The calculation formulas are as follows: Wi HirHAAR:

Composite assessable price of bonded imported materials for processing
for the current period = CIF of exported goods from processing of
imported materials for the current period <RMB conversion rate of

foreign currency = planned distribution ratio

Planned distribution ratio = planned gross import <+planned gross

export <100%

Production enterprises that adopt paper manuals and electronic manuals
shall calculate the planned distribution ratio based on the planned gross
import and export as listed in the processing trade manuals or paper
documents for electronic processing trade issued by the customs.

HMEN R AT & 3 X R 7 B %

SE X 100%

H PEME TSR

For production enterprises that adopt electronic accounts, the planned

distribution ratio shall be determined based on the actual distribution SEAT AL A2 7= ol -l il =
ratio of the previous period that has been written off; and if electronic
accounts are used for the first time, the planned distribution ratio shall
be determined based on the actual distribution ratio of the paper

manuals or electronic manuals of the previous period that has been ANTE T E

written off.

(b) If the “purchase approach” is adopted, the composite assessable
price of bonded imported materials for processing for the current period
shall be the composite assessable price of actually purchased imported
materials for processing for the current period.

If the deductions of taxes prohibited from exemption and offset for the
current period is greater than the FOB of exported goods for the current
period xRMB conversion rate of foreign currency x(tax rate applicable
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to exported goods - tax refund rate for exported goods):

Deductions of taxes prohibited from exemption and offset for the
current period = FOB of exported goods for the current period xRMB
conversion rate of foreign currency x (tax rate applicable to exported
goods - tax refund rate for exported goods)

2. The amount of VAT “exemption and refund” for goods and labor
services exported by foreign trade enterprises shall be calculated
according to the following formulas:

(1) goods other than goods from third-party processing, maintenance
and repair exported by foreign trade enterprises:

Amount of VAT refund = basis for calculating the amount of tax refund
(exemption) >tax refund rate for exported goods

(2) goods from third-party processing, maintenance and repair exported
by foreign trade enterprises:

Amount of VAT refund for exported goods from third-party processing,
maintenance and repair = basis for calculating the amount of VAT
refund (exemption) on exported goods from third-party processing,
maintenance and repair x<tax refund rate for exported goods

3. If the tax refund rate is lower than the applicable tax rate, the tax for
the difference calculated accordingly shall be included in the cost of
exported goods and labor services.

4. If an export enterprise has both items to which VAT “exemption,
offset and refund” applies and items to which VAT “refund
immediately after payment” or “refund after payment” applies, the
items to which VAT “refund immediately after payment” or “refund
after payment” shall not be involved in the calculation of “tax
exemption, offset and refund” for export items. Export enterprises shall
separately calculate the items to which VAT “exemption, offset and
refund” applies and items to which VAT “refund immediately after
payment” or “refund after payment” applies and separately apply for
enjoying the policy of VAT “refund immediately after payment,”
“refund after payment,” or “tax exemption, offset and refund.”

If the input tax used for the items to which VAT “refund immediately
after payment” or “refund after payment” applies cannot be divided, the
input tax shall be calculated according to the following formula:

Part of undividable input tax used for items to which VAT “refund
immediately after payment” or “refund after payment” applies = all
undividable input tax for the current month xsales amount for the
current month of items to which VAT “refund immediately after
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payment” or “refund after payment” applies + sum of all sales amounts

and turnovers for the current month

V1. Exported goods and labor services to which the VAT exemption

policy applies

Exported goods and labor services that meet the following conditions,
except those subject to Article 7 of this Notice, shall be exempted from
VAT (hereinafter referred to as the “VAT exemption policy”) according

to the following provisions:

1. Scope of application

Exported goods and labor services to which the VAT exemption policy

applies include:

(1) Prescribed goods exported by export enterprises or other entities,

specifically including:

(a) goods exported by small-scale VAT taxpayers;

(b) contraceptives and ancient and used books;

(c) software products, which specifically mean goods with the first four

digits of customs tariff code being “9803”;

(d) goods containing gold or platinum, diamonds, and diamond
ornaments; see Annex 7 for the specific scope;

(e) cigarettes exported within the state plan; see Annex 8 for the specific

scope;

(f) used equipment, which means the used equipment for which the
special VAT invoices or special customs bills of payment of VAT on
imported goods have not been obtained at the time of purchase but other

relevant documents are complete;

(9) goods consigned by non-export enterprises for export;

(h) goods exported by non-named production enterprises which are not

regarded as self-produced goods;

(i) self-produced agricultural products of agricultural producers (the
specific scope of agricultural products shall be governed by the
provisions of the Explanatory Notes to the Tax Coverage of
Agricultural Products (No. 52 [1995] of the Ministry of Finance);

Shenzhen SDG Information Co., Ltd.

Exhibit S2-policy documents for export VAT schemes

NON-CONFIDENTIAL

AR A, B LA T

7N~ R S B ORI
eMoi %

XFFE IR 55755, B
FIACEA - RE SN, T HIHE S
AT RAEE R CRAUNARIGME AL R B

Paran

N

(—) @EHMEH .

i PG E R BB D 557 55

i

Lo H Aol o H A A7 HE R ) B
W, BAkZTs:

(1) HHERB/ NGB O BT
.

(2) WZEZ A A, HIBEA.

(3) BAFr= . HRMTEERARER
RS AT PUAZ N “98037 B,

(4) F¥E. WMER MY, #ia
Lo A o FLE AT B LI A 7

(5) EZIRINH THEM. HAEA
via B LB AF 8

(6) AL MB&. HEAmHER
TR R BRI SR R
BE 3G (BB FH 50K 5 (E EL A R 5% FRLAEE
Fram e B .

(7 AR A 2B TR B

(8) HEF A Alk th AR A
aUC//k

(9) RAAEF=FH H PR i DR = i
BARVERE IR Lol = S AE A e [
FeY  (MBL[1995152 5 [ E
171


/en_law/16a5759e85074bbdbdfb.html#tiao_0
/en_law/16a5759e85074bbdbdfb.html#tiao_0
/chl/16a5759e85074bbdbdfb.html#tiao_0
/chl/16a5759e85074bbdbdfb.html#tiao_0

Shenzhen SDG Information Co., Ltd.
Exhibit S2-policy documents for export VAT schemes
NON-CONFIDENTIAL

(i) oil painting, peanut kernels, black beans and other goods exempted (10) i, FEARAZ, BORESEIT B
from export tax as prescribed by the Ministry of Finance and the State 31 [ 5 B 45 5 R E 1 H 11 S B 1 B2

Administration of Taxation; .

0 ot i oy e s v bl ol C11) SRR, R
’ ! {él_{ AR N R N Z ?ii‘\ N

product purchase certificates, and vouchers of non-tax government - W}‘@gﬁ ﬁ#””q&%ﬁT CURG

income: BN S 45 11 B2

(1) goods from procession with imported materials and re-exported; (12) KR TEH OB,

(m) goods within special areas exported by enterprises within special (13) HFpR XA Al R X

areas; I N ) B

(n) goods under general trade and small-scale border trade exported by 514) YN S i i v
export enterprises in border areas from the border ports of the provinces X H A MFTEA (HEXD )

(or autonomous regions) where export enterprises are located to T35 O B 3 [ R — LB ) A0
bordering countries and settled in RMB cash; and HIE/NGRR 5 D 5.

NE =) i y 4
(o) goods declared and exported in the trading mode of tourist shopping. (15) DABRIRIIPIS 5 Iy AR it T Hg

",
(2) The following goods and labor services regarded as exports of 2. C1 A B At A AL R] )R %)
export enterprises or other entities: B 5% .
() duty-free goods sold by duty-free shops established with the (1) [ SR BT ) S B0 8 5 1 4
approval of the state (including imported duty-free goods and goods on B £¢47) [ 045 3t 11 4 B B 0 Al Sz 3R
which tax has been refunded (exempted); (48 Bimisedn].
(b) processing, maintenance and repair labor services provided to (2) FERRIX 35 ) Al R B M A7

overseas entities or individuals by enterprises within special areas; and =i A 240 TR EEL DT %

(c) goods within special areas sold among enterprises within the same (3) [A—HFHR X4 AR R X 33N
special area or within different special areas. YA b 2 TR A 5 4 Bk DX 3N 1) B840

(3) Exported goods and labor services for which no application for VAT = 5 L T i R A B A7 e 32 0 2 FR AR R

refund (exemption) has been filed or supplements to VAT refund o [ 3 DS v
(exemption) certificates have not been fully submitted by export w il\jiﬁ AR (5> BSTUERIH F1BE
enterprises or other entities according to the relevant provisions, W5i %

specifically including: HARR45:

(a) exported goods and labor services for which no application for VAT (1) AA7EFE ZEL 55 B R E B IR
refund (exemption) has been filed within the time limit prescribed by HIRERGE () BLRIH O 5257
the State Administration of Taxation; %,

(b) exported goods and labor services for which no application for o 4 H (e
issuance of the Certificate on Exported Goods Agency has been filed téé) ji %ééﬁg'ggimuﬁié;%«ﬁ@
BT ' T o

within the prescribed time limit; and

(c) exported goods and labor services for which applications for VAT (3) CHHRIMERIE (4 Fi, #HEK
refund (exemption) have been filed but supplements to VAT refund 1 E F 55 2 R B HARR N [a) B 5L



(exemption) certificates have not been fully submitted within the time
limit prescribed by the State Administration of Taxation.

For exported goods and labor services to which the VAT exemption
policy applies, export enterprises or other entities may waive tax
exemption according to the relevant VAT provisions currently in force
and pay VAT in accordance with Article VI of this Notice.

2. Treatment and Calculation of Input Tax

(1) The input tax on exported goods and labor services to which the
VAT exemption policy applies shall not be offset or refunded and shall

be recorded as cost.

(2) The input tax on exported cigarettes shall be calculated according to

the following formula:

Input tax prohibited from offset = amount of exported cigarettes
including consumption tax <+(amount of exported cigarettes including
consumption tax + sales amount of cigarettes for domestic sale) xall

input tax for the current period

(a) If there are sales prices for domestic products of the same kind as the
exported cigarettes sold by a production enterprise:

Amount of exported cigarettes including consumption tax = export sales

volume xsales price

“Sales price” means the actual domestic allocation price for the same
kind of products of production enterprises. If the actual allocation price
is lower than the taxable price published by the tax authority, the “sales
price” shall be the taxable price published by the tax authority; and if
the actual allocation price is higher than the taxable price published by
the tax authority, the “sales price” shall be the actual allocation price.

(b) If there are no sales prices for domestic products of the same kind as
the exported cigarettes sold by a production enterprise:

Amount of exported cigarettes including tax = (export sales amount +
export sales volume > fixed consumption tax rate) <(1 - proportional

consumption tax rate)

“Export sales amount” shall be the FOB indicated on export invoices. If
the export invoices cannot reflect the actual FOB, production
enterprises shall calculate the export sales amount as per the actual
FOB. Otherwise, tax authorities shall have the authority to make
assessment and adjustment according to the relevant provisions.

(3) Other than exported cigarettes, the calculation of exported goods and
labor services to which the VAT exemption policy applies shall be
governed by the uniform provisions on the VAT exemption policy.
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Except that the sales amount of goods from processing with imported
materials and re-exported shall be the income from processing fees, the
sales amount of all other goods shall be either the export FOB or the
sales amount.

V1. Exported goods and labor services to which the VAT collection
policy applies

The VAT refund (exemption) and VAT exemption policies shall not
apply to the following goods and labor services, and VAT shall be
collected according to the following provisions and other provisions on
the collection of tax on goods regarded as sold domestically (hereinafter
referred to as “VAT collection™):

1. Scope of Application

Exported goods and labor services to which the VAT collection policy
applies include:

(1) goods exported by export enterprises or goods regarded as exports
for which tax refund (exemption) is cancelled by the Ministry of
Finance and the State Administration of Taxation in accordance with
the decisions of the State Council (excluding goods from processing
with imported materials and re-exported, winning electromechanical
products, listed raw materials, water, electricity and gas transported into
special areas, and marine engineering structures);

(2) daily consumables and means of transportation sold to special areas
by export enterprises or other entities;

(3) goods exported by export enterprises or other entities during the
period when tax authorities cease the handling of VAT refund
(exemption) for them because of their export tax refund frauds;

(4) goods for which false filing documents are provided by export
enterprises or other entities;

(5) goods of export enterprises or other entities with forged or untrue
VAT refund (exemption) certificates;

(6) exported cigarettes for which export enterprises or other entities fail
to apply for duty exemption and write-off within the time limit
prescribed by the State Administration of Taxation or for which
competent tax authorities disapprove duty exemption and write-off after
examination; and

(7) goods and labor services exported by export enterprises or other
entities under any of the following circumstances:

(a) An export enterprise or any other entity provides blank customs
declaration forms for exported goods, foreign exchange write-off forms
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for export proceeds, and other export tax refund (exemption) certificates
for use by any entity or individual other than the contracting freight
forwarding companies and customs brokers and the freight forwarding
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companies designated by foreign importers (as proved by contractual RrERAS AE F G

provisions or any other relevant certificate);

(b) An export enterprise conducts an export business for its own
account but the export business is substantively conducted in the name
of the export enterprise by an entity or individual other than the export

enterprise and its investees;

(c) An export enterprise conducts an export business for its own account
but both a purchase contract and an export agency contract (or
agreement) are signed for the same lot of goods exported by the export

enterprise;

(2) IEE S W E, Ll kg sk
Joit 5 A ol R H A B A ol LS
B A N Z Ak 44 SR 58 B

i

A& (D 1.

(d) After customs inspection and release of exported goods, an export

enterprise or its authorized freight forwarding carrier modifies the
name, specifications and other matters of such goods recorded on the
maritime bill of lading or any other shipping document for such goods,
which results in any inconsistency between the customs declaration
form for exported goods and the maritime bill of lading or any other

shipping document;

(e) An export enterprise conducts an export business for its own account
but does not assume any of the risks associated with the quality of . .
exported goods, receipt of income, and export tax refund, that is, it shall BB GREGR B L —
not be held liable for claims from the purchaser in relation to any

quality problem with exported goods (except that the party liable for
quality problems are agreed on in the contract); it shall not be held HERIN xgﬁﬂiﬁiﬁﬂqﬁiﬂ‘—?ﬁf
liable for write-off failure due to failure to receive income on schedule
(except that the party liable for receipt of income is agreed on in the RIE RSN o A B DL
contract); or it shall not be held liable for export tax refund failure due
to the problems with the materials and documents submitted for export

tax refund (exemption) applications; or

(f) The export enterprise accepts and engages in any other export
business introduced by an intermediary without substantive
involvement in the export business but still conducts the export business

for its own account.

2. Calculation of VAT payable

The VAT payable on exported goods and labor services to which the
VAT collection policy applies shall be calculated in the following

methods:

(1) Exported goods of general taxpayers

Output tax = (FOB of exported goods - amount of customs bonded
imported materials for processing consumed by exported goods) +(1 +

applicable tax rate) x<applicable tax rate

If the amount of taxes on exported goods that are prohibited from
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exemption and offset has been calculated according to the difference of
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tax collection rate and refund rate and has been recorded as cost, the N7 [ 4T S 4 [ 3 T

corresponding tax shall be recorded back as input tax.

(a) Amount of customs bonded imported materials for processing
consumed by exported goods = cost of main business > (amount of
invested bonded imported materials <+production cost)

The cost of main business and production cost shall be those of
exported goods from processing with imported materials for which tax
refund (exemption) is not approved. If the amount of consumed bonded
imported materials is greater than the amount of exported goods from
processing with imported materials for which tax refund (exemption) is
not approved, the amount of consumed bonded imported materials shall
be the amount of exported goods from processing with imported
materials for which tax refund (exemption) is not approved.

(b) Export enterprises shall conduct separate accounting of the
production cost and cost of main business for the goods for domestic
sale and the exported goods on which VAT is collected. If separate
accounting is not conducted, the corresponding production cost and cost
of main business shall be assessed by competent tax authorities.

After the imported material processing manuals are written off by the
customs, export enterprises shall liquidate the amount of bonded
imported materials consumed by exported goods. The liquidation

formula is:

Sum of consumed bonded imported materials for liquidation = sum of
actually bonded imported materials - sum of bonded imported materials
consumed for exported goods for which tax refund (exemption) is
approved - sum of bonded imported materials consumed by byproducts

from processing with imported materials

In the case of any difference between the sum of consumed bonded
imported materials and the amounts of bonded imported materials
deducted during all tax payment periods, the output tax shall be adjusted
accordingly during the liquidation period. If the sum of consumed
bonded imported materials is greater than the FOB price of exported
goods, the difference shall not be credited against the amount of other

exported goods.

(2) Exported goods of small-scale taxpayers

Tax payable = FOB of exported goods =(1 + collection rate) <

collection rate

VI11. Exported goods to which the consumption tax refund

(exemption) or collection policy applies

Where the exported goods subject to Article 1, 6 or 7 of this Notice are & FHASEAIEE — 5 H /N FF B8R LR
taxable consumables subject to consumption tax, the following
consumption tax policies shall be implemented:
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1. Scope of application (—) EHEH.

(1) goods exported by export enterprises or goods regarded as exports to 1+ tH 1A H P ERAR [F] H F13&E A3 E AL
which the VAT refund (exemption) policy applies shall be exempt from 1B (%) BLELeY), SfEd 98, Wik

consumption tax, and if the goods are purchased for export, the J& T O 5=y, Bibui—T 5t
consumption tax collected in the previous stage shall be refunded. HOAE R S,

(2) goods exported by export enterprises or goods regarded as exports to 2. HH At YB3 P S 1
which the VAT exemption policy applies shall be exempt from TRBORI Y, RAETH L, (AR
consumption tax, but the consumption tax collected in previous stages IS ARTIAY CAERIHE 2P, HARYF
shall not be refunded and shall not be credited against the consumption  7¢ P44 3 B8 T8 25 50 N 4090 25 B 2ob 4K
tax payable on taxable consumables for domestic sale. 1,

(3) For goods exported by export enterprises or goods regarded as 3. HH Al M B D T P A
exports to which the VAT collection policy applies, consumption tax MERABUE 0, 0 5 el 2
shall be paid according to legal provisions, and the consumption tax R KiEiT_E\ DLATERA Ejﬁl’];ﬁ %‘%ﬂ%

’ SN N i As ’

collected in previous stages shall not be refunded and shall not be . b e
credited against the consumption tax payable on taxable consumables FLANSU A Y REALTF 5 it LA Sl

for domestic sale. AR
2. Basis for calculating the amount of consumption tax refund (=) W RBUBRELTHRARSE .
The basis for calculating the amount of consumption tax refund for L 1 £ 0 ( Be  SE BT LR Ak

exported goods shall be determined according to the special bills of T g R -
payment of consumption tax for purchased goods for export and special *Ef’ ?WﬁﬂD§¢@ Y {ﬁ?ﬁ?ﬂa’i&m
customs bills of payment of consumption tax for imported goods. AR D DL AP e -

If consumption tax is collected in the ad valorem duty method, the basis

shall be the amount of purchased goods for export on which LT N s g1
consumption tax has been collected but has not been deducted from the J& T AL B, 9 CAEH

tax payable on taxable consumables for domestic sale; if consumption ARAE YA LB Bl it L AN B AT PR 7

tax is collected in the specific duty method, the basis shall be the Wt D Be a4 BT A E e Ak
volume of purchased goods for export on which consumption tax has WRBI, A AR HARTE N N B 2R
been collected but has not been deducted from the tax payable on o N A T R T B 53t HE O ER

taxable consumables for domestic sale; and if consumption tax is 5. BT ESEN®RELY, WM E

collected on a composite basis, the basis shall be determined according SR M S A 1 AR A4 B 5
to the tax basis in the ad valorem duty and specific duty methods
respectively.

3. Calculation of amount of consumption tax refund (=) HEBUBFLTTE.

Amount of consumption tax refund = consumption tax refund

calculation basis for consumption tax collected in the ad valorem TH PR SR B A = M i€ T H IR PR
method > proportional tax rate + consumption tax refund calculation R TH BRI X LU 2 + & e
basis for consumption tax collected in the specific duty method xfixed  4iF 78 2B R BRI X g 4if %
tax rate

IX. Other provisions on VAT and consumption tax policies for P e
. “ oy 55 1 H
exported goods and labor services TUn HETBEHS; 55 S BRI 2
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1. Recognition and declaration

(1) Export enterprises or other entities to which the VAT refund
(exemption) or exemption policy or the consumption tax refund
(exemption) or exemption policy in this Notice applies shall undergo
tax refund (exemption) recognition.

(2) Recognized export enterprises and other entities shall apply to
competent tax authorities for VAT refund (exemption) and exemption
or consumption tax refund (exemption) and exemption within the
prescribed time limit for VAT declaration. For consigned exported
goods, the consignor shall apply for VAT refund (exemption) and
exemption as well as consumption tax refund (exemption) and
exemption. Production enterprises within special areas as purchasers
shall apply for tax refund for water, electricity and gas transported into
special areas.

(3) If any exported enterprise or other entity obtain by fraud any export
tax refund from the state, its eligibility for tax refund (exemption) may
be ceased with the approval of the tax authority at or above the
provincial level.

2. Several provisions on tax collection and tax refund (exemption)

(1) For goods and labor services exported before tax refund (exemption)
recognition of export enterprises or other entities, the VAT refund
(exemption) or exemption policy and consumption tax refund
(exemption) policy may apply according to legal provisions after tax
refund (exemption) recognition.

(2) Where the tax exemption policy applies to goods and labor services
exported by export enterprises or other entities, except the goods within
special areas exported by enterprises within special areas and goods and
labor services regarded as exports exempt from VAT of export
enterprises or other entities, if no application for tax exemption has been
filed as required, VAT and consumption tax shall be collected on the
exported goods and labor services as goods and processing,
maintenance and repair labor services for domestic sale.

(3) Where exported enterprises engaging in the business of processing
with imported materials valuate and sell customs bonded imported
materials to other enterprises for processing without the approval of the
customs, VAT and consumption tax shall be collected according to
legal provisions.

(4) Cigarettes purchased with the approval of competent tax authorities
by cigarette export enterprises under the duty-free cigarette export plan
approved by the state shall be exempt from VAT and consumption tax.

(5) Where any VAT or consumption tax refund or exemption which
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shall not be granted has actually been granted, export enterprises and
other entities shall make up the refund or exemption.

(6) Where the raw materials listed in Annex 9 to this Notice account for
80% or more of the raw material cost of goods exported by export
enterprises and other entities (excluding goods listed in Annex 7 to this
Notice), the VAT and consumption tax policies for such raw materials
shall apply, and the VAT refund rate for the exported goods shall be the
corresponding refund rate in the tax refund rate library for exported
goods and labor services corresponding to the customs tariff number of
the raw materials listed in Annex 9 to this Notice.

(7) Imported duty-free goods sold to duty-free shops by trading
enterprises of duty-free goods as approved by the state shall be exempt
from VAT.

3. Accounting requirements for foreign trade enterprises

Foreign trade enterprises shall maintain separate accounts for the
accounting of amounts of purchased goods for export and input tax, and
if whether the purchased goods will be used for export is undetermined
at the time of purchase, the purchased goods shall be recorded in the
export inventory account and, when used for other purposes, be
transferred out of the export inventory account.

4. Although not all tax refund certificates have been collected, qualified
production enterprises may, on the basis of export contracts, sales
ledgers and other documentation, apply to competent tax authorities for
tax exemption, offset and refund for means of transportation and
machinery equipment for which export contracts have been signed.
Production enterprises shall, after declaration to the customs and export
of goods, apply for tax refund (exemption) according to legal
provisions, and undergo the write-off formalities for the tax refund
(exempted). Any excess of tax refund (exemption) shall be recovered. A
production enterprise shall meet all of the following conditions when
filing an application:

(1) It has been qualified as a general VAT taxpayer;
(2) It has continually conducted business for two years or more;

(3) Its production cycle for means of transportation and machinery
equipment is one year or more;

(4) Its net assets of the previous year is greater than three times the sum
of amount of VAT and consumption tax refunds for exported goods
during the same period; and

(5) It has never evaded any tax, obtained any export tax refund by fraud,
falsely issued any special VAT invoice or agricultural product purchase
invoice, or received any falsely issued special VAT invoice (excluding
obtainment of falsely issued special VAT invoices in good faith) over
the period of its continuous business operation.
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X. The specific measures for recognition of export enterprises and other Fo T R A 27 LA A
entities and the specific measures for the administration of export tax O N . H o .
refund (exemption) shall be formulated separately by the State RIPERM IR () B R R

Administration of Taxation. i, HE B R AT
XI. The provisions on application of the VAT refund (exemption) . L Lﬁﬁiﬂ%ﬁi#%ﬁ (:/\)
policy to the aviation food produced and sold by domestic aviation TR [ Py A R 23 m) A = i 4

supply companies to the international flights of domestic and overseas P4 AITE ST 25 2> 7] [ BT BE AT 25 £
airlines in paragraph 2 of Article | of this Notice and the provisionson & FH{ERHE () BIEGE, HN%E
application of the VAT exemption policy to duty-free goods sold by (—) T3 FH ST SRS B
duty-free shops established with the approval of the state and exported =g i 554, 1 114\ % H A 24 A7 A
goods and labor services for which exported enterprises or other entities F o B R R A R B () B
fail to apply for VAT refund (exemption) or submit all supplements to I S35 5% . IR (=)

the VAT refund (exemption) certificates as required in paragraph 1 of . s . "~ .
Avrticle VI of this Notice and imported duty-free goods sold to duty-free TR T B SR AR £ G it 22 ol £ 45

shops by trading enterprises of duty-free goods approved by the state in 25 o B B 1 G B 2R I8 P ER R

paragraph 2 of Article IX of this Notice shall come into force on FECRARMER 20111 H 1 H
January 1, 2011, and all other provisions of this Notice shall come into ~ #&#4T4r, HABMEHH 2012 FE7 A
force on July 1, 2012. The corresponding documents listed in the 1 Hiesoh. (ISR E
Catalogue of Repealed Documents and Clauses (see Annex 10) shall be sy JBH£F 10) A4 R kE R S A [
repealed concurrently. B 11

Annexes: B A«

1. Goods Prohibited from Trading or Restricted from Export by the L B FHE A Fo V&5 ARSI H E B2
State (omitted) Y

2. Specific Scope of Loan Institutions and Winning Electromechanical X, — B EL Ak
Products (omitted) 2. DEFMUA AT R FRATLHL ™ i () BTG

3. Specific Scope of Marine Engineering Structures and Offshore 3. M LRGSR AN EA R AR STT
Petroleum and Natural Gas Exploitation Enterprises (omitted) AR I B ARG

4. Specific Scope of Goods Regarded as Self-produced Goods 4. FLIFE P TR BARTE

5. Specific Scope of Named Production Enterprises (omitted) 5. F144 A 7= Al (1) B AR S

6. Specific Scope of Named Raw Materials (omitted) 6. 51|44 JE AT RL HL AR

7. Specific Scope of Goods Containing Gold or Platinum, Diamonds, TG HEE . SRR A
I ]

and Diamond Ornaments (omitted) o o ) B AT
E(B(I)riﬁ(teg:jf)lc Scope of Cigarettes Exported within the National Plan 8. [ 51l P H 1 F 2 R LA 3
9. Names and Customs Tariff Numbers of Raw Materials (omitted) 9. JEUAk 44 R AT DA ) 5 %

10. Catalogue of Repealed Documents and Clauses (omitted) 10. PR 1B B ST A 2% H 3%



Ministry of Finance
State Administration of Taxation

May 25, 2012
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Annex 4.

Specific Scope of Goods Regarded as Self-produced Goods

I. The trading goods exported by a manufacturing enterprise which has
never fraudulently obtained any export tax refund, has never falsely
issued any special VAT invoice or agricultural product purchase invoice
or has never accepted any falsely issued special VAT invoice
(excluding obtainment of any falsely issued special VAT invoice in
good faith) as a going concern and meets all of the following conditions
may be regarded as self-produced goods to which the VAT refund
(exemption) policy applies:

(1) Itis qualified as a general VAT taxpayer.

(2) It has operated for two years or more as a going concern.

(3) Its credit rating in tax payment is A.

(4) Its sales in the previous year were 500 million yuan or more.

(5) The exported trading goods and the self-produced goods of the
enterprise are of the same type or are related.

I'l. For an enterprise which has never fraudulently obtained any export
tax refund, has never falsely issued any special VAT invoice or
agricultural product purchase invoice or has never accepted any falsely
issued special VAT invoice (excluding obtainment of any falsely issued
special VAT invoice in good faith) as a going concern but is unable to
meet any of the conditions set out in paragraph | of this Annex, the
trading goods exported by the enterprise may be regarded and declared
as self-produced goods for the application of the VAT refund
(exemption) policy if such goods meet any of the following conditions:

(1) Trading goods which meet all of the following conditions:

(a) Having the same name and functions as those of the self-produced
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goods of the enterprise.

(b) Using a registered trademark of the enterprise or a trademark
licensed by an overseas entity or individual to the enterprise.

(c) Being exported to an overseas entity or individual which imports the

self-produced goods of the enterprise.

(2) Trading goods which, in support of the exported self-produced
goods of the enterprise, are exported to the overseas entity or individual
which imports the self-produced goods of the enterprise and meet any of 1% 4pBf7 8N N HIAMNE B9, 75&

the following conditions:

(a) Being tools, spare parts or accessories used for maintaining the self-

produced goods exported by the enterprise.

(b) Being goods which, without processing or assembling by the
enterprise, can be directly assembled with the self-produced goods of
the enterprise to form a full set of equipment after export.

(3) Self-produced goods purchased between production enterprises
controlled by a group company recognized by the SAT office at or
above the prefecture level at the place where the headquarters of the
group company is located (as prescribed in Article 217 of the Company
Law) and self-produced goods purchased between the group company

and its controlled production enterprises.

(4) Goods consigned for processing which meet all of the following

conditions:

(a) Having the same name and functions as those of the self-produced 1. SR B A TR, TEREM
goods of the enterprise or being the self-produced goods of the
enterprise consigned to the enterprise for further processing.

(b) Being exported to an overseas entity or individual which imports the

self-produced goods of the enterprise.

(c) The consignor and the consignee must sign a processing agreement,
and the major raw materials must be supplied by the consignor. The
consignee shall not advance funds and may only charge processing fees
and issue special VAT invoices for processing fees (including auxiliary
materials for which it has advanced payments).

(5) Electromechanical products used for projects won by the enterprise

through bidding.
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(6) Goods used for overseas contracted projects. )
(7) Goods used for overseas investment. (B> HTEAMEE L)
(8) Goods used for foreign aid. OO HT X5 624 .
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