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Tax Newsflash

State Council Announces Amended VAT
Regulations and Formal Abolition of
Business Tax Regulations

Making another century of impact
EHEFERXR FEFLT

On 1 December 2017, China’s State Council released the
amended interim Value Added Tax regulations (VAT
regulations) and announced the formal abolition of the interim
business tax regulations (business tax regulations), effectively
immediately.

Although service activities previously subject to business tax
were moved within the scope of VAT as from 1 May 2016 (the
date the VAT reform became effective for all industries), two
sets of VAT rules effectively remained applicable following the
VAT reform. The VAT regulations applied only to VAT payers
that were subject to VAT before the VAT reform pilot (old VAT
payers), while the VAT reform rules (notably Circular 36 and
various subsequent circulars) impact both old and new VAT
payers. One of the major amendments to the VAT regulations
is to incorporate the VAT reform rules so that the amended
regulations apply to all VAT payers.

The regulations include the following measures:

e Entities and individuals that are engaged in the selling of
goods or supplying of services, the provision of processing
and repair/replacement services, the sale of intangible and
immovable assets, and the import of goods in China are
considered VAT payers.

e The VAT rate is 17% for taxpayers that are engaged in the
selling of goods, the provision of processing/repair services,
the leasing of tangible assets and the import of goods. An



11% rate applies to taxpayers engaged in the selling of
transportation and real estate, the provision of postal
services, basic telecommunications and construction
services, the leasing of immovable assets, the transfer of
land-use rights and the sale or import of certain goods. The
6% rate applies to taxpayers engaged in the supplying of
other services and the selling of intangible assets (other
than land-use rights). The zero rate applies to entities and
individuals engaged in the supplying of certain cross-border
services and intangible assets, as well as to exports, unless
otherwise provided by the State Council. The 13% VAT rate
is eliminated, in accordance with recent changes in VAT
policies, and certain outdated provisions are removed (e.g.
the credit of input VAT based on 7% of transportation
expenses).

e Detailed rules are provided for the calculation of input and
output VAT and situations when input VAT may not be
credited against output VAT.

e A VAT special invoice cannot be issued for the sale of goods
or the provision of services to an individual consumer, or
for the sale of VAT-exempt goods or services.

e The State Council or the Ministry of Finance, and the State
Administration of Taxation, with the consent of the State
Council, have the authority to make VAT rules.

Click for a comparison of the new and old interim VAT
regulations.

Now that the VAT regulations have been issued, the
government will focus on the drafting of VAT legislation.
Stakeholders await confirmation of whether new policies will
be introduced (e.g. to further streamline the VAT rate band
system or to consolidate existing VAT preferential treatments).
The Ministry of Finance and State Administration of Taxation
are in the process of gathering comments on these and other
issues from various industries and experts.

Deloitte’s indirect tax service team will follow the progress of
VAT legislation and continue to share our insights on
developments.

Authors:
Liqun Gao Candy Tang
Partner Director
+86 21 6141 1053 +86 21 6141 1081

If you have any questions, please contact:

Sarah Chin
Partner
+852 2852 6440



https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/deloitte-cn-tax-changes-to-vat-regulations-en-180116.pdf
mailto:ligao@deloitte.com.cn
mailto:catang@deloitte.com.cn
mailto:sachin@deloitte.com.hk

Northern China
Beijing

Yi Zhou

Partner

+86 10 8520 7512
jchow@deloitte.com.cn

Eastern China
Shanghai

Liqun Gao

Partner

+86 21 6141 1053
ligao@deloitte.com.cn

Southern China
Guangzhou

Janet Zhang

Partner

+86 20 2831 1212
jazhang@deloitte.com.cn

Western China
Chonggqing

Frank Tang

Partner

+86 23 8823 1208
ftang@deloitte.com.cn

0000B®O®OH6H6

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited
by guarantee ("DTTL"), its network of member firms, and their related entities. DTTL and each of
its member firms are legally separate and independent entities. DTTL (also referred to as “Deloitte
Global”) does not provide services to clients. Please see About Deloitte for a more detailed
description of DTTL and its member firms.

Privacy

Thank you for your interest in Deloitte China services. Deloitte China would like to continue to use
your personal information (in particular name and contact details) for the purpose of sending you
marketing and regulatory updates, invitations to seminars and other events organized, sponsored
or promoted by Deloitte China. If you do not wish to receive further communications from Deloitte
China, please send a return email to the sender with the word “Unsubscribe” in the subject line.

If you would like to update your personal information, please click here.

Deloitte China refers to Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in
Macau, Deloitte Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland and
their respective affiliates practising in Hong Kong, Macau and the Chinese Mainland.

This communication contains general information only, and none of Deloitte Touche Tohmatsu
Limited, its member firms, or their related entities (collectively the “Deloitte Network”) is by means
of this communication, rendering professional advice or services. None of the Deloitte Network
shall be responsible for any loss whatsoever sustained by any person who relies on this
communication.

© 2017 Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, and Deloitte
Touche Tohmatsu Certified Public Accountants LLP in the Chinese Mainland. All rights reserved.

To no longer receive emails about this topic please send a return email to the sender with the word
“Unsubscribe” in the subject line.


mailto:jchow@deloitte.com.cn
mailto:ligao@deloitte.com.cn
mailto:jazhang@deloitte.com.cn
mailto:ftang@deloitte.com.cn
http://www2.deloitte.com/cn/en/pages/about-deloitte/articles/about-deloitte.html
http://www.deloitte-china.com/contact/data.html
https://www.facebook.com/deloittechina
https://twitter.com/deloittechina
https://www.linkedin.com/company/deloitte_china
http://www2.deloitte.com/cn/en/footerlinks/social-media.html
http://e.weibo.com/chinadeloitte
http://i.youku.com/deloittechina
http://www.youtube.com/deloittechina
https://www2.deloitte.com/cn/en/footerlinks/contact-us.html

