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Policies of deepening the VAT reform in China

M 2019 fF 4 A 1 HEHTT
Effective from 1 April 2019

RIFESFIASAFT BB EABNLIERETIEL 2019 ER# —T AR L WIBEH KR,
FEMBELN. BEXBSER. BXEBHEANT3IA 21 HAM (KX TRUIBER NER XBK
ALY (MBS HESEE BREEBANE2019FE 395, UTHIRIOSAE"), BRH
SERRATRBEBAMEE AXTRUBERIEEXFTIUNLE) (EXRFERERE 2019
FE 145, UTEKR14S2E") SEANE TMBRIES . ARBEMBERTE. ¥ X
MBXINE—RIVEERBFIEERE T 2019 F 4 B 1 BENTT. RELAXHHIRE, K
T —TIHWBEHRNSE,

According to premier Li Ke Qiang's government work report, the tax burden of value-added
tax for enterprises will be further reduced in 2019.China's ministry of finance, state
administration of taxation, the general administration of customs immediately announced on
March 21, the announcement on deepening the reform of the VAT related policy (the general
administration of customs of the taxation administration of the ministry of finance announced
in 2019, 39, hereinafter referred to as "39 notice"), published by the state administration of
taxation on the same day also includes the announcement on deepening the reform of value-
added tax related matters (announcement no. 14, 2019, state administration of taxation
(hereinafter referred to as "the 14th announcement”), such as a number of policy guidance.
The reduction of VAT rate and the expansion of input tax deduction will be implemented from
April 1, 2019. According to the above documents, we have made a summary for your reference.

1. BEHR-—BRARA (UTHRARA) REBEHRIBRESTHAIEFHAOEY, RER 16%
BEE, BRIFEHD 13% ; FEB 10%HEH, HEFEA 9%,
For general VAT taxpayers (hereinafter referred to as taxpayers) who have VAT taxable
sales or import goods, if the original tax rate of 16% is applicable, the tax rate shall be
adjusted to 13%; Where the original 10% tax rate is applicable, the tax rate shall be adjusted
to 9%.
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The comparison of tax rate changes has been summarized as follows:

Main Business Activity New Rate Old rate
From 1 Apr 2019 From 1 May 2018

HERAO—REY , REMI. BEER
%% REBENFHEERS

The VAT tax rate of taxpayers engaging in 13% 16%
sale or importation of goods, taxable labor
services, and lease of tangible movables
HEFHARERY  RETBEH.
B, BRBEE. BRN. Fa~HEERS | #H
EARE= ; ik L E AN

The VAT tax rate of taxpayers engaging in 9% 10%
sale of transportation, postal, basic
telecommunications, construction, lease of
immovables, real estate, and transfer of
land-use right

REBERE. RS ARRSHERR
% BB T W E BN ZIMNI TR~

The VAT tax rate of taxpayers engaging in
providing value-added telecommunications, 6% 6%
financial services, modern services and life
services; and transfer of intangible assets
other than the right to the use of the land

&R X E = Hig

(1) BEHR—RABAEBERRRFEICZER 16%. 10%ERBHETREMEERLE,

REFHEMLE PUEFHEROFELHFTEFRLFAEN, RRREARNEARLFR
Z AERRBEEHNTAEMN, ﬁ?ﬁ,mﬁ ﬁﬁHﬁTﬁEﬂ—Y—ZiEE, BERTRELHN

”ti =,
for general VAT taxpayers who have issued VAT invoices at the original 16% and 10%
applicable tax rates before the adjustment of VAT rates, and need to issue credit
invoices for sales discounts, suspensions or returns, the credit invoices shall be issued
at the original applicable tax rates; If the invoice is wrong and needs to be re-issued,
the original applicable tax rate shall be followed by the credit invoice, and then the

correct invoice shall be re-issued
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(2) PR ANAEIBERRRFRBIIAR TR ERRZNIEERNREETAH, FEANTTIEER

XEH, NHERIR 16%. 10%E AR EANT.

for the taxpayers who have not issued VAT invoices before the adjustment of VAT rate
and need to issue VAT invoices, the VAT invoices shall be issued at the original 16%
and 10% applicable tax rates

(3) —MHBA 4 A1 BZEREBENKRFEEABREAENTEMNMAENEEHR L ES
BRFEOBEMNETBYUARB, DHATUEFEZHE 360 BHRIAE. EFHIANHIF
Bzt
the VAT invoice or special letter of payment for customs import VAT obtained by
general taxpayers after 1 April and issued at the original applicable tax rate in line
with the provisions of deduction can still be verified, confirmed or applied for audit
comparison within 360 days from the date of issuance

(4) REESAINHUCEATEARXMNERNAZET T  XH T DU E AL BRI
Try to issue all the invoice before 31 March for the services or sales has been
completed to avoid the unnecessary trouble.

2. PBMAMHR @, RER 10%I0BRERN, MERRIFEH 9%, AHRAWHBFE~RE
ZRMIA3%MEEYHNR =R, LR 10%NMBREITTEH DB
For taxpayers who buy agricultural products, the deduction rate shall be adjusted to 9% if
the original 10% deduction rate is applicable. Where a taxpayer purchases agricultural
products used for the production or commissioned processing of goods with a tax rate of
13%, the input tax shall be calculated at the rate of 10% deduction

3. REM 16%HMEXALARBEN 16%MEOEYNFH HAORKTERIFEA 13%;FEH
10%FREE DERE D 10%ME OKY. BENHT 7lJ HORBEIFE R 9%,
For export goods and services whose original tax rate of 16% is applicable and the export
tax rebate rate is 16%, the export tax rebate rate shall be adjusted to 13%; For export goods
and cross-border taxable activities where the original 10% tax rate is applicable and the
export tax rebate rate is 10%, the export tax rebate rate shall be adjusted to 9%

A A R X E = Hig

2019 £ 6 B 30 BAl, ZHABNHEMBEEHN, HTRABINRHRE | ZBABEHR
RABOEERA, HTABREHNRME, RERMNTHE, NEHRYRBERLTBLE
AEBE A

Before June 30, 2019, if VAT is collected at the rate before the adjustment, the tax rebate
rate before the adjustment shall be implemented; Where VAT is levied at the adjusted rate,
the adjusted tax rebate rate shall be applied. The execution time of the tax rebate rate
shall be subject to the issuing date of the general VAT invoice of the refunded article
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4. B 13%BEMBIIMNREBYBRERRY S, BHEA 1% EA O%HEMRINKE
MY BERTY &S, BHEEA 8%,
For the shopping departure tax rebate items of overseas passengers subject to the tax
rate of 13%, the tax rebate rate is 11%; Shopping departure tax refund items for overseas
passengers subject to the tax rate of 9% shall be subject to the tax rate of 8%

5. B2019F 48 1HE, (ﬁiﬁﬁﬁ)‘cﬁi15%%1&%%9&%%9’9%%%» (% (2016) 36 =
%) £—%% (M) ME1 R FEFE (—) WB 1 /FLEHT, ARABREAEN™
FEAHFEREIENATRAANFT S 2 £H0. mm&%tﬁ JE RN T ENTF
MANHETAE, TTH 2019 F 4 BHRAABHENHIBE P
As of April 1, 2019, the provisions on related matters of the pilot project of replacing
business tax with value-added tax (issued no. 36 [2016]) shall cease to be implemented,
and the input tax of immovable property or immovable property under construction shall
not be deducted in two years. The input tax to be deducted which has not been deducted
in accordance with the above provisions before may be deducted from the output tax
since April 2019

6. R AMGHERRETEH RS, HHEDBH AT AETR R T HI0.
For taxpayers purchasing domestic passenger transport services, the input tax is allowed
to be deducted from the output tax

(D) BEN R BCAF G E B L R ER, &% LT € e 28 1B AT -

if the taxpayer has not obtained the special VAT invoice, the input tax shall be
temporarily determined according to the following provisions

a) MAWMERE THERKZEN, NRE LEYKB;
The amount of tax indicated on the electronic general invoice of value-added tax
obtained shall be the amount indicated on the invoice

b) A EHKRESHEEMNMTEHMEFrEZ2TERM, NIEB T
o A 53R IR A
The input tax shall be calculated according to the following formula if the itinerary
of the air transport e-ticket with passenger identity information is obtained:

e REEmBt B = CEN+RM M) + (1+9%) x9%
Input tax on air passenger transport = (fare + fuel surcharge) /(1+9%) *9%

c) WAEMHIKREGMERMESEEREN, HIZER T AKX 5K
i %J\ :

For railway tickets with passenger identification information, input tax shall be
calculated according to the following formula:
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PR K ie i A A =R e s (149%) x9%

Railway passenger transport input tax = face value/ (1+9%) *9%

d) BUSIERI RS S 0015 B 2 KBRS A 2 T2 0, #2851 8 ot St B A -
The input tax shall be calculated according to the following formula if the highway,
waterway and other passenger tickets with passenger identification information
are obtained:
gL K SE MR B s B R A =R e s (143%) x3%
Road, waterway and other passenger transport input tax
= face value/ (1+3%) *3%

&R X E = Hig

MHEANBTEARSMICEULENRETCZH RS EMB AN PE, UEHSHRLE.
EXNELEEIEERFLREFZHMRSORIEZF. FNMIESBUREZENSH.
Taxpayers need to prepare a detail list to record the input tax deduction details of the
above domestic passenger transport service for tax inspection purpose. The recorded
information mainly includes the passenger’ s identification information and the invoice
amount.

7. B2019FE 4 1HE 2021 F12 8 31 H, AWES. £EMHRS VAT ANILRBLET
I B IR 10%, OB A (XA TFRINTTHRBR) -
From 1 April 2019 to 31 December 2021, taxpayers of production and living service
industries are allowed to add 10% of input tax deductible in the current period to offset
the tax payable

F &R X E = Hig

(1) EFE HEEMRS WA, BIERMEMMBERS . BERS . ARKRS . £ERS R
FHHENSeMHEENNLEEBL 50%9’]%}%}&)\ BSEEER (HERS . LR
mFE\ a2 R) (M (2016) 36 SEIK) 1T
The term "taxpayers of production and living services" refers to the taxpayers whose
sales volume from the provision of postal services, telecommunications services,
modern services and life services account for more than 50% of the total sales volume.
The details as below:



INTEGRA ACCOUNTING
TAX
GROUP
= (4
Ref Industry
—. BRI AR &5\ Postal service
. B {ZfR% . Telecommunication service
1 EAu {5\ % Basic telecommunication service
2 H{EHBE= IS Value add telecommunication service
- MRS Modern service
1 EHZ%%D?S'ZKHE‘(JL R&D and technology services
2 = B R ARSI Information technology services
3 X kBl PBR % W Cultural and creative service
4 YR BIBR S Logistics support service
5 Bl =HERS
Tangible movable property leasing service industry
6 KIF5 MRS Authentication consulting service
7 I MPR%E Radio, television and film service
= 4 3EBR S W Livelihood service
1 X {2 AR Art and culture
2 & &\ Sport service
3 # B Education service
4 T 4 Health service
5 RN Tourism
6 ® R Entertainment
7 Z "\ Food & Beverage
8 £ Hotel
9 ERR% L Residential service
10 < T 1£ Social work
11 AN$IEHEETE W Public facilities management
12 KRE=H F Leasing of real estate
13 % BR% I commercial service
14 T APRSE I Professional technology service
15 I Agency service
16 Hh A SERS I Other livelinood service

(2) BRANH2019F 4 51 HE 2021 F 12 8 31 H, FEHEAHRAAFTITRINITIK
R, S5 R B9 AT HE R AR 1 L HRR !
The policy is valid on from 1 April 2019 to 31 December 2021. After the policy expires,
taxpayers will no longer deduct the additional deduction amount, and the additional
deduction amount of the remaining balance will cease to be deducted.
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(3) & B ANTHHER BUR A9 & 7= EE*}E"I“EHEKJUMFEA f?“ﬁ BORBINE A AN HE R
RN, BEEFREE (HHEDREKRST) =B (ERAMITHABRNER).
Taxpayers of the production and domestic service industry who are subject to the
additional tax deduction policy shall, when first confirming the application of the
additional tax deduction policy, submit the declaration of the application of the
additional tax deduction policy through the electronic tax bureau (or to the tax
handling service office).

(4) FEUPENE, B I9SAERE iWﬁAEﬁml_ﬁﬁﬁmﬂfEﬂzEﬁ MEEERR

GreE A, ﬁﬁ%WTELEJ#%’%%ﬁﬁﬁﬁﬁmo ELIRR «ﬁﬁﬁﬂmﬂf&ﬂzlﬁl REYFE B )
FEZIMTMBABROPHA, 7 2020 F. 2021 E EEHEER, NOARER
2019 £, 2020 FHEMPE, WRTFEME, FHRREX (EAMTHAB KN E
).
Need to explain is, according to the announcement no. 39 provisions, taxpayers
determine the application of the policy of additional deductions, whether the
subsequent years continue to apply, need to be determined according to the last
year's sales calculation. Taxpayers who have submitted the declaration on the
application of the additional tax deduction policy and are eligible for the additional
tax deduction policy shall determine whether the additional tax deduction policy will
continue to apply in 2020 and 2021 according to their sales volume in 2019 and 2020
respectively. If they meet the requirements, they shall submit the declaration on the
application of the additional tax deduction policy again.

B 20194 481 HE HTHEERARERHIEHRGE
Starting from 1 April 2019, China will trial implement the VAT rebate system for the tax
credit is retained at the end of the period

MHEABEBNFTEUT 5 &&KM4, AU MUBRBEREBEHEMBN
Taxpayers need to meet the following five conditions at the same time to apply for refund
of incremental VAT credit:

(1) B 2019 F 4 BRIHFEIE, ZELEANE (REWHMN, EEBINFE) 15
MAHKTE, BEARTA ag%’?ﬁ&ﬁ%ﬁTﬁF 50 AT ;
from April 2019, the incremental tax credit for six consecutive months (quarterly, for
two consecutive quarters) is greater than zero, and the incremental tax credit for the
sixth month is not less than RMB500,000

Jill=3
HH]W]

E2E i3

(2) MBERERNARNEBE
the taxpayer’ s credit rating shall be A or B

(3) HIFRMAT 36 PARAXERMEMENR. HARMIEFEBERETRELEBLH

there are no cases of defrauding tax refunds, export tax refunds or falsely issuing
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special VAT invoices within 36 months before the application for tax refunds

(4) BHIFRHAE 36 MARKEMBEH SV RLITIHREIA LR
not being punished twice or more by tax authorities for tax evasion within 36 months
prior to the application for tax refund;

(5) BE2019F 4 B 1 HERZZRAIMERNR. £E/F1R (R) BUKM.
fail to enjoy the policy of levying and withdrawing at once, levying first and returning
later (withdrawing) since April 1, 2019.

For more information about our services, please contact:

BYMEZRTRNORKRS, BERR:

Jessie Lin #KRE

Director 2 5§

Rm 1211-12, Enterprise Square, 228 Mei Yuan Road, Shanghai 200070, China
bEmEHRXEBEE 228 5, % 1211-1212 = #B 4 200070

O: +86 (21) 6230 7675, M: +86 181 0165 6957

E: jessie.lin@integra-group.cn

W: www.integra-group.cn




