Deloitte.

hE | BEE5HFEE | BERRS | 20194986 H

PSSR
HR o3 St 15 M IR 1 B BA HE A BBUR I 2R

20199 A 4 H, MBEHBHMERMFZRRMH «
> (MEED. HEDRAE 2019

FHE 84S, UTHIR 84 SRE" ) « £5F 3 BLmRKIBERN
ERYFERE (B , AT
‘R “39 5% ) , M4 R 1 BRESTIIKITIEERIR B RKHER
BHH ENEM L, 84 S AEH—PME T 8o Rt HiE £ BB
RER B AR S F T EAIRS], KA RITI R IR R ERRE
. 84 SRENAEXNEEMA 6 B 1 B,

o B (ERZAFTUSI , £FHEE N
. . HEF LS THEHETMN
EbE#B HIRTEA (BD 84 SAEFTFR “BF 4> etk b 4hFi
AN ), B20194% 6 A 1 HE, MERFEUTESE, ATLE

R EPHRRIOEER SV XRIFRTEE BIRH
i

> EERWHEM (A5 2019 £ 3 B 31 HAELLHIE MR B

M) KTE;

MNFRERER A A RZHEBE;

> HIFIRFE 36 MAARLKERMBER. HOBMSKEAEERS
HEZZIER;

> HEIFIRFRI 36 MAAREMBET SV R TTRRE A L ;

> B2019F 45 1 HRAZZHERER. &iFER (GB) BEk.

A\ 4

o AVPRICHIGE BHIBIE=14 8 BHBE X HIE R LE B


http://szs.mof.gov.cn/zhengwuxinxi/zhengcefabu/201909/t20190903_3379527.html
http://szs.mof.gov.cn/zhengwuxinxi/zhengcefabu/201909/t20190903_3379527.html
http://szs.mof.gov.cn/zhengwuxinxi/zhengcefabu/201903/t20190320_3200168.html

HITE IR, 792019 5F 4 FFHigBH T —H AT BRI CRAHI1E1E
HEALE (SHEVZFHEG—XFE) « HXHOEERZHEHFB-
FER K T BT BRI B R AT 7 [T R = B C IR ATH AT L

o FHEMFNEWHFARIFRITEEBMBFNEMME, SRR
39 SAEHIT (BAX 39 SAENARIES LM
) o

KHILUKR, ERRIGER S E— R A AR E RS 2 THHI
MAFERS, ALSBMEZERRESSARA T RMIGERSES DR
RIEE . —. AL, FEEFRMRSBRBIRFRF ERNIXR, I
EMNSF 4 A 1 HERBRBEHFERRIXIRIMRESTISER.

AE—FEETIELSRELRE, UBE & 84 S SR ERa it
HIEWIBER —RARAL T T EAMENEEBRBRECK:

39 SE 84 SRE
ERTL 217w #B o3 SR HIE

RHEBRS]  MFEADUEL 6 NREEE IEBERIBEMA TSR,
RBEFHIRTE, 471 XZEL6 MANNEERE
HESRSS/E, BREIFR K, 86 A 1 HBURKIE
By E&RSE N 2019 4 10 &, BXBIBERRAERS
R TRk 712019 5 7 BT BRI

b 3

WG, RMREHARNRE

f, FREzEMAZES HEREREEREEK, =
g6 M E, MEremE A (F) HEREBHEAT
ERNEREs 2020E£4 F, EATRA (F) 9%

B AT R R HR FAiRHA IR
SHRE o ELZO6NPAEEREH o TREESERGHE
T RTFER, £6 D X
B g e BTN R T
50 /FtT; o FTIRFTHELBIESK

o RFiLLHIN 60%, BNF[
RF A= 18 BB X
BETAHI R EE 1]

BT 84 SAET 9 BYIAT, TIHMBIASERRRIER BRIBIRFAY B AT gE
9 A3k 10 B R i

BY EREERAELI, 6 84 SAERMFHNARATERFRB
MNEESR, EMES. 5, 84 SAENTFRABHARLIAITT A
i, BERNFERERBHRENDN, SEVNXETRERBEZE, FAH
WANRES, BREEREREEDRIRE, DUBERATARNREER
BiKo


https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/ta-2019/deloitte-cn-tax-tap2922019-zh-190322.pdf
https://www2.deloitte.com/content/dam/Deloitte/cn/Documents/tax/ta-2019/deloitte-cn-tax-tap2922019-zh-190322.pdf

84 SRNENEMIRAEI T BRI SeHbELHmk. BETI, BX
A FFRO X — BRI KPR, ZRERD ZEXBERINEN
HIRT, BREFTEXNEUMELZH (WSERE. £5°. BEURE
FEFNITY) HTEISFE.

XFAERIFREEEBMBIIMN B, RITEWER M EET
5, RiAEE:

« HENHEESNRL. REEEFEHRERTOLARERS
R, BT EWAEITIIERAZIGEHRATERS B SR
P ARTEIE 8 BRI M A F A B TIR .

* HERIOHENEM L, H—PEERBUELER (WEEXBIT
MR EZDFINERE) NLEEFATITIE.

s SBUBEHNAREENEE, HRENRINERHIIZEE
f, AR IEEEN DS BURH ARRAI TR,

° HEERBIFMHH, RREFIMXHFRHENEIEHTEELS
TTERAER. MRERHE 39 S 84 SAERBIFMN, %
[EILSARIE 84 S 2 EHIFHE X BIRIBH.

o ARSEEBSVRHITEE, UTHEFRIERELEMERH

LB
&
[Shve 2 B
BIKA BREE
+86 21 6141 1053 +86 21 6141 1087

WMEFEMEE, BBAEHEBA:

8

R

BIKA

+852 2852 6440

LR a2
& v =
BIKA HIKA

+86 10 8520 7512 +86 21 6141 1053



mailto:ligao@deloitte.com.cn
mailto:junqu@deloitte.com.cn
mailto:sachin@deloitte.com.hk
mailto:jchow@deloitte.com.cn
mailto:ligao@deloitte.com.cn

M X

KAOE BBHR

BIKA BIKA

+86 20 2831 1212 +86 23 8823 1208

00006 @0O O

Deloitte ( “f=%)" ) Zi—
RAR” ), URERR
1 (

REHERAT (B
HIKEBRAAE o 1
XM\ T%UfﬁTT ) HAMEZ

IRIEREEREARNBABRER AR, UTH “BHE
HERAASES—RRAMY A RGHIERB AR
PiR#tIRS . 1S BRARRERRFT

FHIFKE. TR =R (R =8), aEgixm
uxxﬂﬂw,éx FREZE I BB EZ NS R EMENEIESR. NEHEAFEREIRES

REXEHEE, 150 S 8R4 54 fiE _F"Unsubscribe”,
MARBEHEHDABR, Bttt

EHHEZIEEY « REKBTHIWT (
mEEEK) (REXMH URHFES

RBEFAERRT—HRIEER,
AR BHEM T INE RS

T1’EJJM —hfu
R E A ERE . EEEMENMNTESRSEME H

J,ULZEJ/ I WHMMD Tu%ﬁ A, BRERE
AR (S S B M AR A AIBRE.

© 2019 E#) « XEREIWIDIT (FF) « EH « XBREHFXUMT ORI « EBEERSHIDESH Bk
EBEN)  (PEXKE) MRS RE .

MEHEAFEREIXFIZERNGES, BEERMHFARFEETZAELE “BURITE” -

Deloitte.

China | Tax & Business Advisory | Indirect Tax | 6 September 2019

Tax Newsflash

Preferential VAT refund policy expanded
for certain manufacturing businesses
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On 4 September 2019, China’s Ministry of Finance and the
State Taxation Administration released a bulletin (Bulletin 84)
that introduces a more favorable refund policy of “newly
increased unutilized input VAT” for certain manufacturing
businesses, retroactively effective as from 1 June 2019. The
new policy, which is designed to stimulate investment in
various manufacturing industries, allows qualified businesses
to obtain larger VAT refunds and to obtain them earlier.

The new preferential refund policy introduced by Bulletin 84
applies only to businesses that manufacture and sell non-
metallic mineral products, computers, communications
equipment and other equipment. In addition, the taxpayer’s
sales from such products and equipment must exceed 50% of
its total sales.

A qualifying manufacturing business may apply for the
increased refund opportunity as of 1 June 2019 for the July
20109 filing period and thereafter.

Background

Prior to 1 April 2019, when a taxpayer had unutilized input
VAT (i.e. creditable input VAT in excess of output VAT),
normally its only option was to carry forward the unutilized
input VAT to offset against output VAT incurred in the
subsequent tax period; in other words, it was not possible to
obtain a refund of unutilized input VAT.

Bulletin 39 introduced a pilot program, effective as from 1
April 2019, that allowed qualified businesses to obtain a partial
refund of unutilized input VAT. This partial refund amount is
calculated for a current period by multiplying the “newly
increased unutilized input VAT” by the “input VAT component
ratio” and then by a further 60%.

The "newly increased unutilized input VAT" is computed by
comparing the unutilized input VAT at the end of an
assessment period against that on 31 March 2019. The “input
VAT component ratio” is the percentage of creditable input VAT
supported by VAT special invoices (including unified invoice for
sales of motor vehicles), customs import VAT certificates and
withholding tax clearance certificates to the total creditable
input VAT for the period from 1 April 2019 through the tax
assessment period preceding the refund application.

The pilot program required that the following conditions be
fulfilled:

e The "newly increased unutilized input VAT" must be greater
than zero for six consecutive months (computed by
comparing the unutilized input VAT at the end of an
assessment period against that on 31 March 2019) and the
amount of newly increased unutilized input VAT at the end
of the sixth month must be RMB 500,000 or more;

e The taxpayer must have an “A” or "B” tax credit rating;

e The taxpayer must not have any record of tax fraud on
export VAT refunds or refunds of unutilized input VAT, or
certain noncompliance with respect to the issuance of VAT



special invoices, during the 36-month period before the

input VAT refund application;

e The taxpayer must not have been subject to penalties for
tax evasion more than one time during the 36-month
period before the input VAT refund application; and

e The taxpayer must not have benefited from certain
industry-specific VAT preferential (refund) policies (e.g.
refund of VAT for qualifying software products if the VAT
burden is greater than 3%) since 1 April 2019.

Preferential treatment for manufacturing businesses

Bulletin 84 states that qualifying manufacturing businesses do
not need to fulfil the six-month interval requirement.

Furthermore, there is no minimum RMB 500,000 requirement
for the newly increased unutilized input amount, and no 60%

cap.
Comparison of refund policies

Bulletin 39
All industries

Limitation on e  The newly increased
application unutilized input VAT
period must be positive for six

consecutive months.
Since the policy came
into effect on 1 April
2019, the first
application can be no
earlier than the filing
period of October
2019.

e  To fulfill the above
condition, there must
be a six-month interval
between two
applications. Thus, the
second application
could be no earlier
than the filing period of

April 2020.
Limitation of e  The unutilized input
amount VAT amount must be

positive for six
consecutive months,
and the unutilized
input VAT at the end of
the sixth month must
be no less than RMB
500,000.

e The refund amount is
capped at 60% (i.e.
the refundable
unutilized input VAT
equals the newly
increased unutilized
input VAT multiplied by
the input VAT
component ratio
further multiplied by
60%).

Bulletin 84

Qualifying manufacturing

industries

e The newly increased
unutilized input VAT must be
positive, and the first
application can be made in
the filing period of July
2019.*

e A six-month interval is not
required. The taxpayer can
apply for a refund of the
unutilized input VAT (if any)
in the next filing period.

e There is no minimum
requirement for the
unutilized input VAT amount
and no cap.

*As Bulletin 84 was released in early September, the first opportunity to file an
application actually will be the filing period of September or October.



Manufacturing businesses may apply for larger refund amounts
at an earlier stage if they meet the requirements in Bulletin
84. The bulletin also stresses that the tax authorities should
ensure that taxpayers receive their refunds in a timely manner
by issuing VAT refund confirmation letters and providing the
same to the office that issues the refunds.

Bulletin 84 demonstrates the Chinese government's
determination to encourage the development of certain
advanced manufacturing industries. Potentially affected
companies should assess the impact of the new policy and
determine whether adjustments need to be made to their
business arrangements (e.g. procurement, production,
financing, and treasury) to enable them to enjoy the
preferential treatment.

Companies that wish to apply for a refund of the unutilized
input VAT should consider taking the following actions:

e Conduct a self-assessment on whether the company
qualifies for the refund, including examining whether the
calculation of unutilized input VAT is correct, whether the
company falls within the scope of the prescribed industries
and reviewing tax compliance status;

e Consider whether it is necessary to take additional steps to
apply for the policy (including adjusting sourcing plans,
verifying purchase VAT invoices).

e Strengthen compliance monitoring and ensure that the
input VAT and unutilized VAT are correctly booked to avoid
losing the qualification due to noncompliance issues;

e If eligible for the refund policy, collect and prepare the
relevant data as soon as possible. Companies that meet the
requirements in both Bulletin 39 and Bulletin 84 should
consider applying for the more favorable treatment in
Bulletin 84; and

e Proactively communicate with the in-charge tax authorities
to fully understand the application procedure and practices.
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