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Finance departments (bureaus) and offices of the State
Administration of Taxation of all provinces,
autonomous regions, municipalities directly under the
Central Government and cities specifically designated
in the state plan, and the finance bureau of Xinjiang
Production and Construction Corps,

For the purposes of making it easier for tax authorities
and taxpayers to understand and implement the export
taxation policies systemically and accurately, the
Ministry of Finance and State Administration of
Taxation has sorted out and classified the VAT policies
and consumption tax policies on exported goods and
foreign-oriented processing, repair and fitting
services (hereafter referred to as the "exported goods
and services", including the "goods deemed as
exported goods") which were enacted successively in
the recent years, and clarified the several problems
reflected in the actual implementation. Relevant
issues are hereby notified as follows,

|. Exported goods and services eligible for VAT refund
(exemption) policies.

For the following exported goods and services,
besides the provisions in Article 6 and Article 7 of this
Circular, the policies concerning the exemption and
refund of Value-added Tax (hereafter referred to as the
"VAT refund (exemption)") shall be applied.

1. Goods exported by export enterprises

For the purpose of this Circular, "export enterprises"
means the units or individually owned business that
have gone through the formalities for industrial and
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foreign trade operator archival-filing registration as
required by the law, which export goods on a self-
operated basis or a commission basis; and the
manufacturing enterprises that have gone through the
procedure for industrial and commercial registration
and taxation registration according to the law but have
not gone through the formalities for foreign trade
operator archival-filing registration, which export
goods through agents.

For the purpose of this Circular, "exported goods"
means the goods which have actually left the Chinese
territory after being declared to the Customs, including
self-exported goods and goods exported through an
agent.

For the purpose of this Circular, "manufacturing
enterprises" means the units or individually owned
business which is equipped with manufacturing ability
(including processing, repair and fitting ability).

2. Goods of export enterprises or other units deemed
as exported goods, specifically refers to

(1) Goods exported by export enterprises for foreign
aid, foreign contract or overseas investment.

(2) Goods which, after having been declared to the
Customs by export enterprises, enter the export
processing areas, bonded logistics parks, bonded port
areas, comprehensive bonded areas, Zhuhai/Macao
Cross-Border Industrial Zone (Zhuhai Park), China and
Kazakhstan Horgos International Border Cooperation
Center (Chinese overall zone) and bonded logistics
centers (type B) as approved by the State (hereafter
referred to as the "Special Areas" uniformly) , and are
sold to the units within the Special Areas or overseas
units and individuals.

(3) Goods sold by the enterprises engaging in the
business of tax-free commodities [excluding the goods
which are prohibited from being traded or restricted
from being exported by the State (see Appendix |),
cigarettes and goods exceeding the operation scope as
provided in the Business License for Enterprise Legal
Person of the enterprises engaging in the business of
tax-free commodities]. The aforesaid goods
specifically refer to, A. Goods which are declared to
the Customs by the China Duty Free Group and
transported to the customs supervision warehouses,
intended for the sale atits duty-free shops which are
established upon the approval of the State and carry
out uniform operation, uniform organization of goods
purchasing, uniform formulation of retail price and
uniform management; B. Goods which are declared to
the Customs and transported to the customs
supervision warehouses by the enterprise engaging in
the business of duty-free commodities as approved by
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intended for sale atits duty-free shops within the
customs area atits Capital Airportor Port; C. Goods
intended for the sale at the duty-free shops within the
customs area at Shanghai Hongqiao Airportand
Pudong Airport of the enterprise engaging in the
business of duty-free commodities as approved by the
State excluding the China Duty Free Group.

(4) Sale of mechanical and electrical products through
successful bids (hereafter referred to as the "bid
winning machinery and electronic products") by export
enterprises or other units to international financial
organizations or foreign governments for the loans for
the international bidding construction projects. The
abovementioned bid winning machinery and electronic
products include the machinery and electronic
products which are sub-contracted to export
enterprises or other units by foreign successful
bidders. See Appendix Il for the specific scope of the
loan institutions and the bid winning machinery and
electronic products.

(5) The self-produced offshore structures sold by the
manufacturing enterprises to the marine oil and gas
mining enterprises. See Appendix Il for the specific
scope of the constructions of offshore structures and
the marine oil and gas mining enterprises.

(6) Goods which are sold by export enterprises or
other units to international transport enterprises used
for international transport vehicles. The aforesaid
provisions shall temporarily be applied to the goods
which are sold by foreign ships supply companies and
ocean shipping supply companies to foreign ships and
Chinese ocean ships, and the aviation foods which are
produced and sold to international flights of domestic
and foreign aviation companies by domestic aviation
supply companies.

(7) Water (including water vapor), electricity and gas
(hereafter referred to as the "water, electricity and gas
supplied to the special areas") which are sold to the
manufacturing enterprises within the special areas for
production by export enterprises or other units, and
without declaration to the Customs.

Except as otherwise provided by this Circular, the
Ministry of Finance or the State Administration of
Taxation, the goods deemed as the exported goods
shall apply the various kinds of provisions of the
exported goods.

3. Foreign processing, repair and fitting services
provided by export enterprises.

"Foreign processing, repair and fitting services"
means the processing, repair and fitting provided to
the imported and re-exported goods or transport
vehicles engaging in international transport.
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I1. Measures for VAT refund (exemption). Non-Confidential

Exported goods and services eligible for VAT refund
(exemption) policies shall apply the measures for VAT
exemption, offset and refund or the measures for VAT
exemption and refund.

1. Measures for tax exemption, offset, and refund.
When the manufacturing enterprise is exporting self-
produced goods and the goods deemed as self-
produced goods (see Appendix IV for the specific
scope of the goods deemed as self-produced goods)
and providing foreign processing, repair and fitting
services and when the specific manufacturing
enterprise (see Appendix V for the specific scope) is
exporting goods which are not produced by it, VAT
shall be exempted, the corresponding input tax amount
shall be deducted from the payable VAT (excluding
payable VAT applying the policy of levy and refund,
and refund after collection), and the portion remaining
after the deduction shall be refunded.

2. Measures for tax exemption and refund. When the
export enterprises without production capability
(hereafter referred to as the "foreign trade
enterprises") or other units are exporting goods or
services, VAT shall be exempted, and the
corresponding tax proceeds shall be refunded.

I11. Export VAT refund rate.

1. Exceptfor the export VAT refund rate (hereafter
referred to as the "tax refund rate") otherwise
provided for by the Ministry of Finance and the State
Administration of Taxation according to the decision of
the State Council, the tax refund rate for exported
goods shall be the applicable tax rate. The State
Administration of Taxation shall promulgate the tax
refund rate through the Tax Refund Rate Catalogue of
Exported Goods and Services according to the
aforesaid provisions for the implementation of the tax
authorities and taxpayers. In the event of adjustment to
the tax refund rate, the implementing time shall be
subject to the exporttime as indicated in the Customs
Declaration of Goods for Export (specifically for export
tax refund) (including the goods under process, repair
and fitting) except as otherwise provided.

2. Special provisions on the tax refund rate.

(1) When the foreign trade enterprises purchase
exported goods where the tax is collected through
simplified collection methods and the purchase of
exported goods from the small-scale taxpayers, the tax
refund rates shall be based respectively the collection
rate actually implemented in the simplified collection
methods and the collection rate of small-scale
taxpayers. Where the abovementioned exported goods
have obtained special VAT invoices, the tax refund
rate shall be determined based on the lower rate
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between the two.

(2) For the goods under process, repair and fitting by
an agent of the export enterprises, the tax refund rate
of the processing, repair and fitting expenses shall be
the tax refund rate of the exported goods.

(3) For the bid winning machinery and electronic
products, certain raw materials which are declared to
the Customs by the export enterprises to be sold to the
manufacturing enterprises within the special areas for
production (hereafter referred to as the "specific raw
materials", see Appendix VI for the specific scope),
and the water, electricity and gas supplied to the
special areas, the tax refund rate shall be the
applicable tax rate. Where the State adjusts the tax
refund rate of the specific raw materials, the adjusted
refund rate shall be implemented as of the date of the
adjustment.

(4) See Appendix Il for the applicable tax refund rate
of the constructions of offshore structures.

3. Goods and services applying different tax refund
rates shall be separately declared to the Customs,
separately audited, and shall separately declare for
tax refund (exemption); where they are not separately
declared to the Customs or separately audited, or they
are not determined clearly, the lower tax refund rate
shall apply.

V. Determination of VAT refund (exemption).

The VAT refund (exemption) of exported goods and
services shall be determined on the basis of the export
invoices (export sales invoices) of exported goods and
services, other general invoices or special VAT
invoices of purchased export goods and services, and
the special bills of the customs for the payment of
import VAT.

1. The VAT refund (exemption) of the goods and
services exported by the manufacturing enterprises
(excluding the re-exported goods processed with
imported materials) shall be the actual FOB price of
exported goods and services. The actual FOB price
shall be subjectto the FOB price on the export
invoices. Butif the exportinvoices cannot reflect the
actual FOB price, the tax authorities have the right to
make verification.

2. The VAT refund (exemption) of re-exported goods
processed with imported materials of the
manufacturing enterprises shall be determined based
on the FOB price of the exported goods after having
deducted the amount of customs bonded imported
materials and parts as included in the exported goods.
For the purpose of this Circular, the "customs bonded
imported materials and parts" means the materials and
parts exported abroad and from special areas by the
export enterprises which are under the supervision of
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processing. The customs bonded imported materials
and parts include the materials and parts which are
purchased from overseas units or individuals and
drawn from the Customs bonded warehouses by the
export enterprises where the formalities for the
imported materials and parts of the Customs have been
completed, and the imported materials and parts which
are purchased from the enterprises within the bonded
zone by the export enterprises outside the bonded
zone where the formalities for the imported materials
and parts of the Customs have been completed.

3. Taxable price of the goods which are exported after
having purchased and processed the tax-free raw
materials with no input tax amount and with no need to
withdraw input tax amount within China by the
manufacturing enterprises shall be determined on the
basis of the FOB price of the exported goods after
having deducted the amount of domestically purchased
tax-free raw materials as included in the exported
goods.

4. Taxable price of VAT refund (exemption) of the
goods exported by foreign trade enterprises (excluding
the goods under commissioned processing, repair and
fitting) shall be the amount as indicated in the special
VAT invoice of the purchased export goods or the duty-
paid value as indicated in the special bill of the
Customs for the payment of import VAT.

5. The VAT refund (exemption) of the goods under
commissioned processing, repair and fitting exported
by the foreign trade enterprises shall be the amount as
indicated in the special VAT invoice of the processing,
repair and fitting fees. The foreign trade enterprises
shall assess and sell the raw materials used for the
processing, repair and fitting (excluding the customs
bonded imported materials and parts processed with
imported materials) to the manufacturing enterprises
accepting the commissioned processing, repair and
fitting, which shall include the cost of the raw
materials into the processing, repair and fitting fees
and issue the invoices.

6. The VAT refund (exemption) of the used equipment
where the output tax amount has not been calculated
for the offset shall be determined according to the
following formula,

The tax refund (exemption) = The amount as indicated
in the special VAT invoice or the duty-paid value as
indicated in the special bill of the customs for the
payment of import VAT x The net value of used
equipment as fixed assets ? Cost of the used
equipment

The net value of used equipment as fixed assets =
Cost value of the used equipment - Deducted
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depreciated value of the used equipment
For the purpose of this Circular, used equipment
means the fixed assets where the export enterprises
have calculated and deducted the depreciated value
according to the financial and accounting systems.

7. The VAT refund (exemption) of the goods sold by the
enterprise engaging in the business of tax-free
commodities shall be the amount as indicated in the
special VAT invoice of the purchased goods or the
duty-paid value as indicated in the special bill of the
customs for the payment of import VAT.

8. The VAT refund (exemption) of bid winning
machinery and electronic products of the
manufacturing enterprises shall be the amount as
indicated in the general invoices of the sold
machinery and electronic products. The VAT refund
(exemption) of bid winning machinery and electronic
products of the foreign trade enterprises shall be the
amount as indicated in the special VAT invoice of the
purchased goods or the duty-paid value as indicated in
the special bill of the customs for the payment of
import VAT.

9. The VAT refund (exemption) of the self-produced
constructions of offshore structures sold to the marine
oil and gas mining enterprises by the manufacturing
enterprises shall be the amount as indicated in the
general invoices of the constructions of offshore
structures sold.

10. The VAT refund (exemption) of the water,
electricity and gas supplied to the special areas shall
be the amount as indicated in the special VAT invoice
of water (including water vapor), electricity and gas
purchased by the manufacturing enterprises within the
special areas.

V. The calculation of VAT exemption, offset and refund
and VAT exemption and refund.

1. VAT exemption, offset and refund of exported goods
and services of the manufacturing enterprises shall be
calculated according to the following formula,

(1) Calculation of the taxable amount for the current
period

Tax payable for the current period = Output tax
payable for the current period - Tax which may not be
exempted or offset for the current period

Tax which may not be exempted or offset for the
current period = FOB Price of exported goods for the
current period x RMB conversion rate x (Applicable
tax rate of exported goods - Tax refund rate of
exported goods) - Deductible amount for the tax which
may not be exempted or offset for the current period
Deductible amount for the tax which may not be
exempted or offset for the current period = Price of

Non-Confidential
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X (applicable tax rate of exported goods - tax refund
rate of exported goods)

(2) Calculation of the tax exempted, offset and
refunded for the current period

Tax exempted, offset and refunded for the current
period =FOB Price of exported goods for the current
period X RMB conversion rate X Tax refund rate of
exported goods - Deductible amount for the tax
exempted, offset and refunded for the current period
Deductible amount for the tax exempted, offset and
refunded for the current period = Price of tax-free
purchased raw materials for the current period XTax
refund rate of exported goods

(3) Calculation of the tax amount to be refunded and
the tax amount to be exempted or offset for the current
period

A. if the excess VAT paid of the end for the current
period = The amount of tax to be exempted, offset or
refunded for the current period, then

The amount of tax to be refunded for the current period
= The excess VAT paid of the end for the current
period

The amount of tax to be exempted or offset for the
current period = The amount of tax to be exempted,
offset or refunded for the current period - The amount
of tax to be refunded for the current period

B. if the excess VAT paid of the end for the current
period > the amount of tax to be exempted, offset or
refunded, then

The amount of tax to be refunded for the current period
= The amount of tax to be exempted, offset or refunded
for the current period

The amount of tax to be exempted or offset for the
current period = 0

The excess VAT paid of the end for the current period
shall be determined according to the "excess VAT paid
of the end of the period" in the VAT Return.

(4) Price of tax-free purchased raw materials for the
current period includes the price of tax-free raw
materials purchased within China with no input tax
amount and with no need to withdraw input tax amount
for the current period and the price of the bonded
imported materials and parts processed with imported
materials for the current period. The price of the
bonded imported materials and parts processed with
imported materials for the current period shall be the
composite taxable price.

The composite taxable price of the bonded imported
materials and parts processed with imported materials
for the current period = CIF price of the imported
materials and parts for the current period Tariff
collected by the Customs Consumption tax collected by
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A. Where the actual consumption method is applied,
the composite taxable price of the bonded imported
materials and parts processed with imported materials
for the current period shall be the composite taxable
price of the imported materials and parts consumed for
exported goods processed with imported materials for
the current period. The calculation formula is as
below,

The composite taxable price of the bonded imported
materials and parts processed with imported materials
for the current period = FOB price of the exported
goods processed with imported materials for the
current period x RMB conversion rate x Expected
allocation rate

Expected allocation rate = Total value of expected
import ? Total value of expected export x 100%

The manufacturing enterprises applying paper
manuals and electronic manuals shall, according to
the total value of the expected import and export as
listed in the processing trade manual or electronic
processing trade paper documentissued by the
Customs, calculate the expected allocation rate.

For the manufacturing enterprises applying electronic
account, the expected allocation rate shall be
determined on the basis of the actual allocation rate
that has been verified and written off at the previous
period. For the manufacturing enterprises thatjust
started applying electronic account, the expected
allocation rate shall be determined on the basis of the
actual allocation rate in the paper manuals and
electronic manuals that has been verified and written
off at the previous period.

B. Where the purchased materials-based method is
applied, the composite taxable price of the bonded
imported materials and parts processed with imported
materials for the current period shall be the composite
taxable price of the actually purchased imported
materials and parts processed with imported materials
for the current period.

If the actual deductible amount of the tax which may
not be exempted or offset for the current period is
higher than "FOB Price of exported goods for the
current period x RMB conversion rate x (Applicable
tax rate of exported goods - Tax refund rate of
exported goods)", then

The deductible amount for the tax which may not be
exempted or offset for the current period = FOB price
of exported goods for the current period x RMB
conversion rate x (Applicable tax rate of exported
goods - Tax refund rate of exported goods).

2. VAT exemption and refund of the goods and
services exported by foreign trade enterprises shall be
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(1) Goods other than the goods under commissioned
processing, repair and fitting exported by the foreign
trade enterprises,

The amount of VAT to be refunded for the current
period = Taxable price of VAT refund (exemption) X
Tax refund rate of exported goods

(2) Goods under commissioned processing, repair and
fitting exported by foreign trade enterprises,

The amount of VAT to be refunded for the export of the
goods under commissioned processing, repair and
fitting = Taxable price of VAT refund (exemption) of
the commissioned processing, repair and fitting x Tax
refund rate of exported goods

3. Where the tax refund rate is lower than the
applicable tax rate, the corresponding differential sum
calculated shall be included into the cost of the
exported goods and services.

4. Where the export enterprise has VAT exemption,
offset or refund items and VAT levy and refund, refund
after collection items, VAT levy and refund, refund
after collection items shall not be calculated into
export VAT exemption, offset or refund items. The
export enterprise shall separately calculate VAT
exemption, offset or refund items and VAT levy and
refund, refund after collection items, and separately
apply for VAT levy and refund, refund after collection
policies and VAT exemption, offset or refund policies.
Where itis unable to separate the input tax amount
used for VAT levy and refund item or refund after
collection item, the following formula shall apply,
The part of input tax amount used for VAT levy and
refund item or VAT refund after collection item thatis
unable to be separated = Total input tax amount
unable to be separated for the current month x Sales
amount of VAT levy and refund item or refund after
collection item for the current month ? Sum of total
sales amount and turnover for the current month

75~ EHEEREHECE VI, Exported goods and services eligible for VAT
Rt O 5255 55 exemption policies.
WA TYSHERIE O 52955 Besides Article 7 of this Circular, the exported goods
%, Bri@AAERSE-ESME  and services satisfying the following conditions shall
Gh, HRHIESEATRAEMEME  also be eligible for the VAT exemption policies
fﬁﬁ (LLFFRIG(ERISFL) Bl (hereafter referred to as the "VAT exemption")

W according to the following provisions,

(—) EHTEH - 1. Applicable scope
& ERAFBEEH O "Exported goods and services eligible for VAT
Y555, =18 exemption policies" means,
1. H A eiEm A H O R (1) Goods exported by export enterprises or other
ERG), BARRTE: units, specifically including,

(1) HEF/NIBEGBIAE A, Goods exported by small-scale VAT taxpayers.
5247 B. Contraceptive drugs and appliances, antique and

(2) #2550 AR, &IH old books.
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goods with the first four numbers of customs tariff
codes 9803.

D. Products that contain gold or platinum, diamonds
and accessories thereof. See Appendix VII for the
specific scope.

E. Exported cigarettes within the State plan. See
Appendix VIII for the specific scope.

F. Used equipment. The specific scope includes the
used equipmentin the absence of the special VAT
invoice and the special bill of the customs for the
payment of import VAT at the time of the purchase but
other documents are found to be complete.

G. Goods exported on a commission basis by the non-
export enterprises.

H. Goods not regarded as self-produced goods
exported by non-specific manufacturing enterprises.
|. Self-produced agricultural products by agricultural
producers [the specific scope of the agricultural
products shall be implemented according to the
provisions of the Commentary on the Scope of Taxable
Agricultural Products (Cai Shui [1995] No. 52)].

(10) yHE -« fBAERI . BK ). Oil painting, peanut kernels, black soybeans and
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other tax-free exported goods as provided by the
Ministry of Finance and the State Administration of
Taxation.

K. Goods where the foreign trade enterprises have
obtained general invoice, proof of waste and second-
hand materials purchase, agricultural product
purchase invoice, and vouchers of non-taxable
government revenues.

L. Re-exported goods processed with imported
materials.

M. Goods exported to the special areas by enterprises
within the special areas.

N. Export goods in general trade and petty trade in the
border areas of RMB settlement which are exported by
export enterprises in border areas from the border
ports of the local province (autonomous region) to the
adjacent countries.

O. Exported goods which are declared to the customs
in the tourism shopping trade mode.

(2) The following goods and services are regarded as
exported goods of export enterprises or other units,

A. Duty-free goods at the duty-free shops which are
established upon the approval of the State (including
the imported duty-free goods and the goods which
have enjoyed tax refund (exemption).

B. The processing, repair and fitting services provided
to overseas units or individuals by enterprises within
the special areas.

C. Goods from the special areas which are sold
between enterprises from one special area or different
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special areas.

(3) Exported goods and services where export
enterprises or other units fail to declare VAT refund
(exemption) or submit sufficient VAT refund
(exemption) vouchers, including,

A. Exported goods and services where export
enterprises or other units fail to declare VAT refund
(exemption) within the time limit as provided by the
State Administration of Taxation.

B. Exported goods and services where export
enterprises or other units fail to declare the issuance
of the certificates of agency export goods within the
time limit as provided.

C. Exported goods and services where export
enterprises or other units have declared VAT refund
(exemption) but failed to submit sufficient VAT refund
(exemption) vouchers to the tax authorities within the
time limit as provided by the State Administration of
Taxation.

For the exported goods and services eligible for the
VAT exemption policies, the exported enterprises or
other units may waive tax exemption according to the
current VAT provisions and pay VAT according to the
provisions of Article 7 of this Circular.

2. The disposal and calculation of input tax amount
(1) For the exported goods and services eligible for
VAT exemption policies, the input tax amount shall not
be offset or refunded, but shall be transferred into
cost.

The input tax amount of exported cigarettes shall be
calculated according to the following formula:

(2) Input tax amount that shall not be offset = The
amount of the consumption tax of the exported
cigarettes ? (The amount of the consumption tax of the
exported cigarettes Sales amount of cigarettes sold
domestically) xTotal input tax amount for the current
period

A. When the exported cigarettes sold by the
manufacturing enterprises have a selling price for like
products at home,

The amount of the consumption tax of the exported
cigarettes = The exportsales volume x Selling price
Selling price shall be the actual domestic allocation
and transfer price used by manufacturing enterprises
of like products. If the actual allocation and transfer
price is lower than the taxable price publicly issued by
the tax authorities, the selling price shall be the
taxable price publicly issued by the tax authorities; if
itis higher than the taxable price publicly issued by
the tax authorities, the selling price shall be the actual
allocation and distribution price.

B. When the exported cigarettes sold by the
manufacturing enterprises do not have a selling price
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for like products at home,

The amount including tax of exported cigarettes =
(Export sales amount Export sales volumex The fixed
tax rate of the consumption tax) ? (1-The flat rate of
consumption tax)

The export sales amount shall be subject to the FOB
price on the exportinvoices. Where the export
invoices cannot reflect the actual FOB price, the
manufacturing enterprise shall calculate the export
sales amount according to the actual FOB price;
otherwise, the tax authorities have the right to make
verification and adjustment according to relevant
provisions.

C. Besides exported cigarettes, the input tax amount of
other exported goods and services eligible for VAT
exemption policies shall be calculated according to
the uniform provisions of VAT exemption policies.
Where the sales amountis involved, re-exported
goods processed with imported materials shall be
subject to the processing fees income, and others
shall be subject to the FOB price or sales amount.

VII. Exported goods and services eligible for VAT
collection policies.

The following exported goods and services are not
eligible for VAT refund (exemption) policies and tax
exemption policies, and VAT shall be levied according
to the following provisions and other provisions of the
tax collection of the goods regarded as domestically
sold goods (hereafter referred to as the "VAT
collection").

1. Applicable scope

Exported goods and services applying VAT collection
policies include,

(1) Goods exported or deemed as exported by export
enterprises whose export tax refund (exemption) has
been cancelled by the Ministry of Finance or the State
Administration of Taxation according to the decision of
the State Council (excluding re-exported goods
processed with imported materials, bid winning
machinery and electronic products, specified raw
materials, water, electricity and gas supplied to the
special areas, and constructions of offshore
structures).

(2) Consumer goods and vehicles sold to the special
areas by the export enterprises or other units.

(3) Goods exported by export enterprise or other unit
during the period when the tax authority suspended the
handling of its VAT refund (exemption) due to its
defrauding of export refund.

(4) Goods where the export enterprises or other units
provide false filing documents.

(5) Goods where the export enterprises or other units



K55 B RFLE HAFR A FR R o2
BAZEE LI A FETSHL O H
AT RBIAZEE T H T BH -
7. O e E Al AL B A DL
MMEBZ —HH A 55555
(1) R ErgH O ke
B HAOBCAZEE R ER
(%8) BUEIEAZ HRZE AR
AR ATF]  RRAT, B
RN O e e B A F]
(PR RN g e s AR
UERA)  DASMRIEAR B4 B AN A
fEFEY -

(2) UEEZ X HAO, HiHf
FMY S5 B2 Al e H
BRI DI R E S A
%ﬁﬁmﬁﬂ%%ﬁ@%&
(3) MEEZAXHAO, EH
H B[ —H BB T 5 &
F, WEITRHEHOER (5
i) B

(4) H O YIERRTT
f&, BOEZEFERHEE AL
E YRR R H Az
R YRSE LA~ RS SR
B, &R O iR oc 3
SiziRe s s aEE
KNBENFFH -

(5) IEE& X HO, EA
AEHEH O YR iE - BGEREL
BENE 2 —r), BT A5y
7 A Ji i (R RN FE N SE )
RETE (BRIYELNER=
TEATHERRIN) ; KK
RGN BB B TR AT
(BRI BN EWH AR
EERAN)  AEEREERE O
B (%R) BiROEOR . IR
I A A A AR B B AT -
(6) REMSE5HOZEE
5~ B HNEHFEANEA
FIEAME O SS, BAUEE
& SCH AR -

(=) MY ERITTE -
& A EFAERL BRI H A 5
Y5755, HNIEERTZ T
1. — g A OBt

IR A= (KOS RN -
H O STYFE A ORI AR B
HORMEEE) + (L+EHM
R) xIEFHBER

forge the VAT refund (exemption) vouchers %'P%‘r%%?é'é’e”“a'

VAT refund (exemption) vouchers with false contents.
(6) Exported cigarettes where the export enterprises or
other units fail to declare for tax exemption
verification and write-off within the time limit as
provided by the State Administration of Taxation and
where the competent tax authority did not grant the tax
exemption verification and write-off.

(7) Exported goods and services of the export
enterprise or other unit under any of the following
circumstances.

A. Delivers blank Customs Export Declaration Form,
the exchange control declaration for export or other
tax refund (exemption) vouchers for the use of other
units or individuals other than the freight forwarding
agencies or customs brokers who have signed the
entrustment contracts or the freight forwarding
agencies designated by overseas importing party (with
proof of contract, agreement or other relevant
certificates).

B. Through the guise of self-export, allowing other
business units or individuals other to complete the
export of goods and services under its name.

C. Through the guise of self-export, exports one batch
of goods but signs two contracts, the purchase contract
and agency export contract (agreement).

D. After the exported goods have been checked and
cleared by the Customs, make adjustments or entrust
freight forwarding agencies carrier to make
adjustments to the names, specifications or other
information in the bill of lading or other transportation
bills of such goods, thus causing the inconsistency
between the information in the Declaration Form and
thatin the bill of lading or other transportation bills of
the exported goods.

E. Through the guise of self-export, butis not
responsible for the quality, payment or tax refund of
the exported goods, namely, not bearing the liability
for claims of the purchasers in case of quality
problems (excluding situation where the party bearing
the quality liability has been agreed in the contract);
does not bear the liability for the failure in verification
and write-off due to the failure to collect the payment
of the goods on schedule (excluding the situation
where the party bearing the payment liability has been
agreed in the contract); does not bear the liability for
failure in tax refund due to the problems in the
materials and bills for the declaration for export tax
refund (exemption).

F. Does not engage in the substantial export operation
activities, but accepts and engages in other export
business introduced by the middlemen by through the
guise of self-export.
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2. Calculation of VAT payable.

For the exported goods and services applying VAT
collection policies, the VAT payable shall be
calculated according to the following measures,

(1) Goods exported by general taxpayers

Output tax amount = (FOB price of exported goods -
Amount of the bonded imported materials and parts
processed with imported materials consumed for
exported goods) ?(1 applicable tax rate)x Applicable
tax rate

Where the tax amount which may not be exempted or
offset of the exported goods has been calculated
based on the difference between the tax collection rate
and tax refund rate and has been transferred to the
cost, the corresponding tax amount shall be
transferred to the input tax amount.

A. Amount of the bonded imported materials and parts
processed with imported materials consumed for
exported goods = Cost of main business X (Input
amount of the bonded imported materials and parts ?
Production cost)

Cost of main business and production cost means the
cost of main business and production cost of the
exported goods processed with imported materials not
enjoying tax refund (exemption). Where the amount of
the consumed bonded imported materials and parts is
higher than the amount of the exported goods
processed with imported materials not enjoying tax
refund (exemption), the amount of the consumed
bonded imported materials and parts shall be the
amount of the exported goods processed with imported
materials not enjoying tax refund (exemption).

B. The export enterprises shall respectively calculate
the cost of main business and production cost of the
domestically sold goods and the exported goods
applying VAT collection. In the event of the failure to
make separate calculation, the corresponding cost of
main business and production costshall be
determined by the tax authorities.

After the imported material processing manuals are
verified and written off by the Customs, the export
enterprises shall settle the amount of the bonded
imported materials and parts consumed for exported
goods. The settlement formula is as below,

The total amount of the consumed bonded imported
materials and parts to be settled = The total amount of
actual bonded imported materials and parts - The total
amount of the bonded imported materials and parts
consumed for exported goods enjoying tax refund
(exemption) - The total amount of the bonded imported
materials and parts consumed for byproducts
processed with imported materials.

Where there is difference between the total amount of
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the consumed bonded imported materials arl}léj%_zg:r%nﬁdem'al
and the sum of bonded imported materials and parts
deducted in different taxable periods, the output tax
amount shall be correspondingly adjusted for the
settlement period. Where the total amount of the
consumed bonded imported materials and parts is
higher than the offshore amount of exported goods, the
differential sum shall not be deducted from the amount
of other exported goods.

(2) Goods exported by small-scale taxpayers

Tax payable = FOB price of exported goods ?(1 tax
collection rate)x Tax collection rate

VIIl. Exported goods eligible for consumption tax
refund (exemption) policies or consumption tax
collection policies.

Where the exported goods applying the provisions of
Article 1, Article 6 and Article 7 of this Circular are
consumption tax payable consumer goods, the
following consumption tax policies shall be applied,
1. Applicable scope

(1) Export enterprises exporting or deemed as
exporting goods eligible for VAT refund (exemption)
shall be exempted from consumption tax; and, where
such goods are purchased export goods, the
consumption tax levied on the previous period shall be
refunded.

(2) Export enterprises exporting or deemed as
exporting goods applying VAT exemption policies
shall be exempted from consumption tax; but the
consumption tax levied on the previous period shall
not be refunded and shall not be offset from the
payable consumption tax of the domestically sold
taxable consumption goods.

(3) Export enterprises exporting or deemed as
exporting goods applying VAT collection policies shall
pay the consumption tax as required; the consumption
tax levied on the previous periods shall be refunded
and shall not be offset from the payable consumption
tax of the domestically sold taxable consumption
goods.

2. Calculation of consumption tax refund

The calculation of consumption tax refund of exported
goods shall be determined based on the special bill
for consumption tax and the special bill of the customs
for the payment of import consumption tax.

The taxable price of the exported goods whose
consumption tax is levied based on the Ad valorem
method shall be the value of the purchased exported
goods where the consumption tax has been levied but
has not been offset from the payable consumption tax
of the domestically sold taxable consumption goods.
The taxable price of the exported goods whose
consumption tax is levied based on the specific duty
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method shall be based on the quantity of the
purchased exported goods where the consumption tax
has been levied but has not been offset from the
payable consumption tax of the domestically sold
taxable consumption goods. The taxable price of the
exported goods whose consumption tax is levied based
on the combination of Ad valorem method and the
specific duty method shall be respectively determined
on the basis of the taxable price of Ad valorem method
and the specific duty method.

3. Calculation of consumption tax refund.

Amount of refundable consumption tax = Taxable price
of refundable consumption tax levied based on the Ad
valorem method X Pro rata rate Taxable price of
refundable consumption tax levied based on the
specific duty methodx Fixed tax rate

I X. Other provisions of VAT and consumption tax
policies of exported goods and services

1. Application and declaration.

(1) Export enterprises or other units eligible for VAT
refund (exemption) or exemption policies,
consumption tax refund (exemption) or exemption
policies as provided in this Circular shall go through
tax refund (exemption) application.

(2) Export enterprises and other units that have been
approved shall make the declaration on VAT refund
(exemption) and exemption, consumption tax refund
(exemption) and exemption with the competent
authority within the declaration period of VAT
payment. For the goods exported through agent, the
entrusting party shall be responsible for declaring VAT
refund (exemption) and exemption, consumption tax
refund (exemption) and exemption. For the water,
electricity and gas supplied to the special areas, the
manufacturing enterprises within the special areas as
the purchaser shall be responsible for declaring the
tax refund.

(3) For the export enterprises or other units defrauding
the export tax refund of the State, the tax authorities at
or above the provincial level may suspend their tax
refund (exemption) qualification.

2Miscellaneous provisions on tax collection (refund,
exemption)

(1) Goods and services which are exported by the
export enterprises or other units before their tax
refund (exemption) application may apply for VAT
refund (exemption) or exemption, or consumption tax
refund (exemption) after they have processed the tax
refund (exemption) application.

(2) Where the export enterprises or other units fail to
declare tax exemption as required, except for the
goods exported by enterprises in the special areas to
the special areas, and the goods and services
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exempted from VAT collection which are deeme
exported by export enterprises or other units, the
goods and services exempted from VAT collection
exported by export enterprises or other units shall be
regarded as domestically sold goods and processing,
repair and fitting services where VAT and consumption
shall be levied.

(3) Where the export enterprises engaged in imported
materials processing assess and sell the customs
bonded imported materials and parts to other
enterprises for processing in the absence of the
approval of the Customs, VAT and consumption tax
shall be levied according to the provisions.

(4) Cigarettes purchased by cigarette exporting
enterprises upon the approval of tax authorities
according to the plan for the tax-free export of
cigarettes as approved by the State shall be exempted
from VAT and consumption tax.

(5) In the event of the actual VAT refund or exemption
and consumption tax which shall not be refunded or
exempted, the export enterprises and other units shall
return the tax that has been refunded or exempted.

(6) For the goods exported by export enterprises and
other units (excluding the goods listed in Appendix VI
of this Circular), if more than 80% of the cost of the
raw materials are the materials listed in Appendix IX,
VAT and consumption tax policies concerning such
materials in Appendix IX shall be applied, and the VAT
refund rate of the aforesaid exported goods shall be
the corresponding tax refund rate of the customs tariff
codes of such materials listed in Appendix IX in the
Refund Rate Catalogue of Exported Goods and
Services.

(7) The duty-free imported goods sold to duty-free
shops by the enterprises engaging in the business of
duty-free goods shall be exempted from VAT.

3. Accounting requirements of foreign trade
enterprises.

The foreign trade enterprises shall set up separate
accounts to calculate the purchased amount and input
taxable amount of the exported goods. If the goods
cannot be confirmed during the purchase whether they
are for exportshall initially be included into the export
inventory account and then transferred from the export
inventory accountifitis used for other purposes.

4. Qualified manufacturing enterprises that have
signed the export contracts on the transportation
vehicles, machines and equipment but have not
collected all tax refund vouchers, may declare tax
exemption, offset and refund with the tax authorities
based on the export contract, detailed sales account
and other documents. After the goods have been
declared to the Customs and exported, the aforesaid
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manufacturing enterprises shall declare taeroer}_t%%mdem'al

(exemption) as required and go through the
verification and write-off procedure for the tax that has
been refunded or exempted. Excessive tax refund or
exemption shall be recovered. During the application,
the manufacturing enterprises shall satisfy the
following conditions,

(1) Have already obtained the qualification of general
VAT taxpayer;

(2) Have been in operation for two successive years or
longer;

(3) The production cycle of the transport vehicles,
machines and equipment which are produced by them
shall be one year or above;

(4) The net assets of the previous year is more than
three times the sum of the refunded VAT amount and
refunded consumption tax amount of the exported
goods of the same period; and

(5) During the successive operation, have not evaded
tax, defrauded export tax refunds, falsely issued
special VAT invoices or agricultural product purchase
invoices, or accepted the false special VAT invoices
(excluding the bona fide acquisition of false special
VAT invoices).

X. Specific application measures for export
enterprises and other units and the specific
administrative measures for export tax refund
(exemption) shall be separately formulated by State
Administration of Taxation.

XI. For the purpose of this Circular, provisions on VAT
refund (exemption) policies applied to the aviation
foods produced and sold to international flights of
domestic and foreign aviation companies by domestic
aviation supply companies in Article 1 (1), provisions
on duty-free goods sold at the duty-free shops which
are established upon the approval of the State and the
exported goods and services where export enterprises
or other units fail to declare VAT refund (exemption) as
required or fail to submit sufficient VAT refund
(exemption) vouchers in Article 6 (1), and provisions
on VAT exemption policies applied to the duty-free
imported goods sold to duty-free shops by the
enterprise engaging in the business of tax-free
commodities in Article 9 (2) shall come into effect as
of January 1, 2011. Except the abovementioned
provisions, all other provisions in this Circular shall
come into effectas of July 1, 2012. Relevant
documents as listed in the Catalogue of the Documents
and Provisions That Have Been Repealed (see
Appendix X) shall be repealed simultaneously.



