== EBEITESH

= Hwuason Lawyers

e Y —
. —
L ——
m—

i

Laws and Regulations

Interim Regulation of the People’s Republic of China on
Consumption Tax

(promulgated by Order No.135 of the State Council of the People’s Republic of China on December 13, 1993 and amended at the 34th executive
meeting of the State Council on November 5, 2008)

Article 1 Entities and individuals that produce, process
upon commission or import the consumption goods
prescribed in this Regulation in the People’s Republic of
China and other entities and individuals that sell the
consumption goods as prescribed in this Regulation as
determined by the State Council shall be consumption
tax payers who shall pay consumption tax according to
this Regulation.

Article 2 Consumption tax items and rates shall be
governed by the Schedule of Consumption Tax Items
and Rates hereto attached.

Any adjustment of consumption tax items or rates shall
be determined by the State Council.

Article 3 Where a taxpayer concurrently sells taxable
consumption goods of different consumption tax rates,
the taxpayer shall separately calculate the amount and
quantity of sales of such goods according to their
corresponding tax rates. If the taxpayer fails to do so or
sells taxable consumption goods of different
consumption tax rates as a complete set, the tax rate of
the goods whose rate is higher shall be applied.

Article 4 The taxes payable on the taxable consumption
goods produced by taxpayers shall be paid at the time of
sale. The taxes on the taxable consumption goods
produced by taxpayers for their own use shall be
exempted if they are used in continuous production of
taxable consumption goods, or shall be paid when the
goods are transferred for other purposes.

The taxes payable on taxable consumption goods
processed on commission shall be collected and
remitted by the commissioned party at the time when
the commissioned party delivers the goods to the
commissioning party, unless the commissioned party is
an individual. If the goods are used by the
commissioning party for continuous production of
taxable consumption goods, the paid taxes shall be
credited according to the relevant provisions.

The taxes on imported taxable consumption goods shall
be paid when the customs declaration formalities are
handled.

Article 5 The payable amount of consumption tax shall
be calculated by applying the ad valorem tax method, or
the specific tax method, or a composite method of the
two (hereinafter referred to as composite method). The
formulas are:

For the ad valorem tax method, taxes payable = sales
revenue x proportional tax rate

For the specific tax method, taxes payable = quantity of
sales x specific tax

For the composite method, taxes payable = sales
revenue x proportional tax rate + quantity of sales x
specific tax

The taxes payable on the taxable consumption goods
sold by a taxpayer shall be calculated in RMB. Where
any taxpayer calculates it in a currency other than RMB,
the amount shall be converted into RMB.

Article 6 The sales revenue shall be the entire selling
price and extra fees charged by a taxpayer from the
purchasers of the taxable consumption goods sold by
the taxpayer.

Article 7 The taxes payable on the taxable consumption
goods produced by a taxpayer for his/its own use shall
be calculated on the basis of the selling price of the
similar consumption goods produced by the taxpayer or,
if there is no such selling price available, the composite
taxable value.

If the ad valorem method is adopted to calculate the
taxes payable, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (cost + profit) / (1 -
proportional tax rate)
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If the composite method is adopted to calculate the
taxes payable, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (cost + profit + quantity of
the self-produced products for self use x specific tax) /
(1 — proportional tax rate)

Article 8 The taxes payable of the taxable consumption
goods processed on commission shall be calculated on
the basis of the selling price of the similar consumption
goods of the commissioned party or, if there is no such
selling price available, the composite taxable value.

If the ad valorem method is adopted to calculate the
taxable amount, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (cost of materials +
processing charge) / (1 — proportional tax rate)

If the composite method is adopted to calculate the
taxes payable, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (cost of materials +
processing charge + quantity of products processed on
commission x specific tax) / (1 — proportional tax rate)

Article 9 The taxes payable of imported taxable
consumption goods shall be calculated on the basis of
composite taxable value.

If the ad valorem method is adopted to calculate the
taxable amount, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (customs value + tariff) / (1 —
proportional consumption tax rate)

If the composite method is adopted to calculate the
taxable amount, the composite taxable value shall be
calculated according to the following formula:

Composite taxable value = (customs value + tariff +
import quantity x specific consumption tax) / (1 —
proportional consumption tax rate)

Article 10 If the taxable value of a taxpayer’s taxable
consumption goods is obviously low without any
justification, the competent tax authority shall
investigate into his/its taxable value.

Article 11 Exported taxable consumption goods shall be
exempted from the consumption tax unless it is
otherwise provided for by the State Council. The
measures for the tax exemption of exported taxable
consumption goods shall be formulated by the treasury
department and tax department of the State Council.

Article 12 Consumption tax shall be collected by the tax
authorities, while that on imported taxable
consumption goods shall be collected by the customs.
The consumption tax on the taxable consumption goods
carried or mailed into China’s territory by an individual
shall be calculated and collected together with the tariff
thereon. The specific measures shall be formulated by
the Customs Tariff Commission of the State Council
jointly with other relevant departments.

Article 13 A taxpayer shall, for the taxable consumption
goods sold by it and those produced by it for its own use,
file its tax returns to the competent tax authority of its
location or place of residence, unless it is otherwise
provided by the treasury department or tax department
of the State Council.

For the taxable consumption goods processed on
commission, unless the commissioned party is an
individual, the commissioned party shall pay
consumption tax to the competent tax authority of its
location or place of residence.

For imported taxable consumption goods, the tax return
shall be filed to the customs office of the place where
the customs declaration formalities are handled.

Article 14 The time limit for paying consumption tax
shall be 1 day, 3 days, 5 days, 10 days, 15 days, a month
or a quarter. The specific time limit shall be determined
by the competent tax authorities according to the
taxpayers’ different amounts of taxes. Taxpayers who
cannot afford paying taxes on a fixed term may pay
taxes per transaction.
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Taxpayers who pay taxes on the monthly or quarterly
basis shall file their tax returns within 15 days upon the

Product oil
1. Leaded patrol 0.28

expiration of the term. Taxpayers who pay taxes on the yuan/liter
basis of 1 day, 3 days, 5 days, 10 days or 15 days shall 2.Unleaded petrol I(?t.gro yuan/
make advance payments of taxes within 5 days upon the 3. Diesel ol 0.10 yuan/
L . liter
expiration of the term and file tax returns and settle the 4. Aviation kerosene 0.10 yuan/

payable taxes of this month on a day between the first liter

day and the 15th day of the next month. 5. Naphtha I?t'gro yuan/
6. Solvent oil 0.20
Article 15 A tax r importing taxabl nsumption yuan/liter
ticle 15 A taxpaye i po ting taxable consumptio 7. Lubricating oi 2.0
goods shall pay taxes within 15 days from the day when yuan/liter
the customs office issues special consumption tax 8. Fuel oil 0-10/“
. . . yuan/liter
invoice for imports. Motor vehicle tires 3%
Motorcycles
. L . . 1. Cylinder capacity (displacement, the same 3%
Art|cle‘ 16 The administration of consumption tax below) lower than 250m|
collection shall be governed by the Law of the People’s 2. Cylinder capacity higher than 250ml 10%
Motor cars

Republic of China on the Administration of Tax

i R : (1) Cylinder capacity (displacement, the same 1%
Collection and this Regulation.

below) lower than 1.0L
(2) Cylinder capacity of 1.0L — 1.5L (including 3%
1.5L)

Article 17 This Regulation shall come into force on (3) Cylinder capacity of 1.5L — 2.0L (including | 5%

January 1, 2009. 2.0L) _ _ _
(4) Cylinder capacity of 2.0L — 2.5L (including 9%
2.51)
Annex: Schedule of Consumption Tax Items and Rates (5) C)ylinder capacity of 2.5L — 3.0L (including | 12%
3.0L
(6) Cylinder capacity of 3.0L — 4.0L (including 25%
Figure 1. Taxable Goods and Tax Rates 4.0L)
ltems Tax Rate (7) Cylinder capacity higher than 4.0L 40%
Tobacco 2. Medium and light commercial buses 5%

1. Cigarettes, category A
2. Cigarettes, category B

3. Cigars
4. Cut tobacco

45% plus 0.003
yuan/piece
30% plus 0.003
yuan/piece
25%

30%

High-grade wrist watch

20%

Alcoholic drinks and alcohol
1. Distilled spirits

20% plus 0.5 yuan/500 g

(or 500 ml)
2. Rice wine 240 yuan/ton
3. Beer
(1) Beer, Category A 250 yuan/ton
(2) Beer, Category B 220 yuan/ton

4. Other alcoholic drinks 10%

5. Alcohol 5%
Cosmetics 30%
Jewelry and Precious Stones
1. Gold & silver, platinum and 5%
diamond jewelry
2. Other precious jewelry and 10%
precious stone
Firecrackers and fireworks 15%

Golf ball and its equipments 10%
Wooden floor boards 5%
Disposable wooden chopsticks 5%
Yacht 10%

Hwuason Lawyers

China’s Tax Specialists.
Exceptional Advice. Outstanding Outcomes.

For more Information contact: china@hwuason.com




