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Tax Newsflash
China Increases Export VAT Refund
Rates for More Than 400 Products

China’s Ministry of Finance and the State Administration of
Taxation issued a circular on 4 November 2016 (Caishui
[2016] No. 113 (Circular 113)) that increases the export VAT
refund rate for more than 400 products to the full 17%. The
new rules, which represent the first major increase since 2008,
apply retroactively as from 1 November; the increase has been
broadly welcomed by the export industry.

The increase in the VAT refund rates applies to mechanical and
electronic products and refined oil products. Specifically, 418
codes are covered and the products included are diverse
(including photographic and cinematographic cameras,
combustion piston engines, motor gasoline, aviation kerosene,
diesel oils, etc.).

The full refund is now available at a rate of 17% (compared to
the previous rates of rates of 0%, 5%, 13% and 15%).

The export VAT refund rate of the relevant products is
determined based on the export date declared in the export
Customs declaration form.

The export VAT refund is a mechanism used to
encourage/discourage the export of certain products. The
export VAT rates are adjusted occasionally, but the last major
adjustment was made in 2008 where the refund rates were
upwardly adjusted in response to the financial crisis.

Goods exported from China generally are not subject to VAT,
and exporters may apply for a refund of the VAT incurred in
relation to the goods exported. The amount of the refund is
determined by the export VAT refund rate, which in turn is
driven by the HS code of the goods exported. Any refund rate
less than 17% usually results in a cost to the exporter.

Circular 113 is a significant adjustment as it grants all affected
products a full refund rate of 17% and, especially for
mechanical and electronic products and refined oil products, it



elevates the competitiveness of China, thus promoting the
domestic export business.

The following table provides an illustration of the increase in
the export VAT refund rates:

Changes to Examples
export VAT Goods Description
refund rates
From zero to Petroleum Motor and aviation
17% products gasoline; aviation

kerosene; diesel oil

From 5% to
17%

Plates, sheets and
strips of
agglomerated or
reconstituted mica

From 13% to
17%

Liquid crystal plate
glass

Liquid crystal plate glass,
with a square

>1,850mm x 1,500mm;
liquid crystal plate glass
with a square of
1,850mm x 1, 500mm or
less

From 15% to
17%

Photographic
cameras

Other types of cameras
used for preparing
printing plates or
cylinders; specially
designed cameras;
cameras with a through-
the-lens viewfinder;
cameras used for
recording documents on
microfilm

Cinematographic
cameras

High-speed cameras;
other cameras

Internal
combustion piston
engines

Push-button aircraft with
an output exceeding
298kw; reciprocating
piston engines used for
the propulsion of
vehicles

Changes to the export VAT refund rates will affect the cost and
profit level of exporters, so affected exporters may wish to
consider the following actions:

e Review export products and assess the possible impact due
to the change in export VAT refund rates;

e Review the pricing policy and initiate discussions with
overseas buyers to adjust the export price where possible

and necessary;

e Review the adopted tariff codes of the export products and
explore options to change the applicable codes where
appropriate to obtain a higher export refund rate (which is
determined by the tariff code of the export products);

e Proactively seek higher VAT refund rates through lobbying
efforts for encouraged products; and

e Seek consultation from professionals as needed.
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