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Tax Newsflash W

VAT Levy Rates to be
Simplified and Unified

Introduction

China’s Ministry of Finance and State Administration of Taxation announced on 17 June 2014
that the VAT levy rates of 6% and 4% both will be reduced to 3% as from 1 July 2014 (i.e.
Caishui [2014] No. 57). The rate reduction may benefit certain companies, such as producers of
tap water, certain biological products, etc.



Detalls

As from 1 July 2014

Before 1 July 2014

Certain self-produced
goods sold by general
VAT payers (e.g. electricity
generated by small-scale
hydropower enterprises,
qualified biological
products, commodity
concrete, tap water, etc.)

Certain goods sold by
general VAT payers,
including:

-Goods sold on
consignment by
consignment shops; and
-Unredeemed pawn goods
sold by pawn shops

Self-used fixed assets sold
by general VAT payers
where input VAT has not
been credited according to
article 10 of the provisional
VAT regulations

Second-hand goods
Self-used fixed assets sold
by general VAT payers
where the assets were
acquired or self-produced
before the local
implementation of
consumption-type VAT
system

New
rate

3%

3%

3%
(reduced
to 2% for
calculation
purposes)

VAT payable
calculation

Taxpayer may opt
to calculate VAT

payable as:

Sales amount
inclusive of VAT

+ (1+3%) x 3%

VAT payable =
Sales amount
inclusive of VAT

+ (1+3%) x 3%

VAT payable =
Sales amount
inclusive of VAT
+ (1+3%) x 2%

Previous
rate

6%

4%

4%

(with a
deduction
of 50%)

VAT payable
calculation

Taxpayer may opt
to calculate VAT
payable as:

Sales amount
inclusive of VAT =
(1+6%) x 6%

VAT payable =
Sales amount
inclusive of VAT +
(1+4%) x 4%

VAT payable =
Sales amount
inclusive of VAT +
(1+4%) x 4%

x 50%
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