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Tax Newsflash
China to increase VAT export refund
rates from 15 September 2018

On 5 September 2018, the Ministry of Finance (MOF) and the
State Administration of Taxation (SAT) issued Circular 93 to
increase the VAT export refund rates for certain products from
15 September 2018.

Highlights

Affected products cover 397 HS codes:

New No. of HS codes of Examples
refund rate affected products
161 Multi-component integrated

circuits, non-electromagnetic
interference filters, books and
newspapers, etc.

57 Bamboo carving, wooden fans,
etc.
179 Basalt fibre and articles, safety
pin, etc.
Please click to view the list of affected goods (Chinese

only) with their refund rates before and after the increase.

The export VAT refund is a mechanism which China uses to
encourage or discourage exports of certain goods. After the
VAT rates adjustment on 1 May 2018, the prevailing export
VAT refund rates for goods and services are 16%, 15%, 13%,
10%, 9%, 6%, 5% and 0%. The level of the refund rates may
affect exporters' costs.


https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/tax-newsflash/deloitte-cn-tax-newsflash-appendix-zh-180914.pdf

Circular 93 represents a major adjustment to export VAT
refund rates since the last round of adjustment in November
2016. The refund rate is increased to 16% (which equals to
the standard VAT rate) for more than 40% of the affected
products covered in Circular 93 (e.g. the refund rate of multi-
component integrated circuits, which is widely used in
semiconductor industry, is increased from 15% to 16%). For
products whose refund rate is 16%, the input VAT incurred in
manufacturing the products could be fully refundable.

It is worth noting that many products in the list of Circular 93
have been or are likely to be affected by the additional tariffs
imposed by the U.S. The increase of VAT refund rates of these
products will help mitigate the cost pressure on Chinese
exporters.

Circular 93 can also be considered as the government's
response to address concerns from certain industries. For
example, the domestic fastener industry has been voicing their
concerns since the VAT export refund rate of relevant fastener
products was reduced from 13% to 5% on 1 July 2007.
Circular 93 now increases the rate to 9%.

Below is a list of examples illustrating the increase of export
VAT refund rates:

Change to the Examples

refund rate

0% to 13% Aluminium alloy bar and rod

0% to 9% Wire of silico-manganese steel

5% to 16% Parts of liquid pumps

5% to 9% Polymers of propylene or of other olefins,

in primary forms

Certain fastener products
9% to 13% Stevioside
13% to 16% Postcards

The changes of the export VAT refund rates will affect the
costs and profits of export companies. We recommend that
affected export companies consider the following action plans:

e Review export goods and assess the possible impact due to
the change of export VAT refund rates;

e Review companies’ pricing policy and initiate discussions
with overseas buyers to adjust the export price where
necessary;

e Review the classification of the export products, analyse
whether an appropriate VAT refund rate has been applied
and make adjustments where necessary;

e Arrange the exportation schedule appropriately to enjoy the
increased VAT refund rates;

e For goods whose export VAT refund rates are increased to
equal to the VAT rates, affected manufacturers may
consider whether to change existing export model (e.g. to
export the products through a trading company or not) for
cost saving purposes; and



e Actively communicate with government authorities relating
to industry appeals for refund rate adjustment and seek
professional support where necessary.
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