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Consumption Tax Computation Method 
 

1) Normal computation method 
The computation of tax payable for Consumption Tax shall generally follow either the ad valorem 
and flat rate method or the quantity based method. The former is based on the sales value of the 
taxable consumer goods and by applying the applicable rate; the latter is based on the sales 
volume of the taxable consumer goods and by applying the applicable tax amount per unit. 
 
The formulas for computing the tax payable are as follows: 
a.  Tax payable = sales value of taxable consumer goods × applicable tax rate 
b. Tax payable=sales volume of taxable consumer goods × applicable tax amount per unit 
For compound tax rate, it is all right simply by combining the two formulas above. 
 
The formula for computing the tax payable is: 
Tax payable = sale volume of taxable consumer goods × applicable tax per unit +sale value of 
taxable consumer goods × applicable tax rate 
 
The sales value of taxable consumer goods shall be the total consideration and other charges 
(including funds, pool funds, rebated profits, subsidy, indemnity, delayed payment interest, 
commissions, packing expenses, storage charges, good quality charges, transportation and loading 
and unloading charges, payment received on behalf, payment made on behalf) received by that 
taxpayers of Consumption Tax from the buyers on sales of the taxable goods, excluding VAT 
charged on the buyers. 
 
Where the VAT charged from the buyers is not deducted from the sales value of the taxable 
consumer goods or where the price and the VAT are put together due to inability to issue the 
special VAT invoices, the VAT exclusive sales value should be worked out by the following 
formula: 
VAT exclusive sales value = sales value inclusive of VAT ÷ (1+VAT rate or levying rate). 
 
The sales value of taxable consumer goods shall be computed in Renminbi. Where the taxpayers 
clear the sales payment in foreign currency, it should be converted into Renmibi at the exchange 
rate quoted by the People’s Bank of China on the day of clearance or the first day of the month (or 
the rate calculated in accordance with the relevant rules), on the basis of which the tax payable 
shall be computed and paid. Whatever rate to the used, taxpayers should determine it in advance. 
Once determined, no change is allowed within one year. 
 
Should the taxable price of the taxable consumer goods reported by the taxpayers be obviously 
low without any argument, the tax department shall levy the tax according to the assessed taxable 
price. 
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The sales volume of the taxable consumer goods refers to the quantity of taxable consumer goods. 
For the sale of taxable consumer goods, it is the quantity of the taxable consumer goods sold. For 
own usage of self-produced taxable consumer goods contracted for processing, it is the quantity of 
taxable consumer goods collected back by the taxpayers. For imported taxable consumer goods, it 
is the quantity assessed by the Customs Offices. 
 
Examples: 
a. One cigarette factory has sold 100000 standard boxes of cigarettes this month with each box 
containing 250 cartons. The price of each carton is 80 Yuan (no VAT) and the applicable 
Consumption Tax rate is 45%. Then the Consumption Tax payable by the factory shall be 
calculated as follows: 
The price of each box = 250 boxes × 80 Yuan/cartoon = 20000yuan 
Tax payable = 100000boxes × 150 Yuan/box + 100000boxes × 20000yuan/box ×45% 
=915000000 Yuan  
b. One beer brewery sells 6000 ton beer for the month with price per ton 2900 Yuan (excluding 
VAT). The applicable Consumption Tax amount per unit is 220 Yuan per ton. Then the tax payable 
by the factory shall be computed as follows: 
Tax payable = 6000 tons ×220 Yuan/ton=1320000 Yuan 
c. some motor factory sold 5000 cars in the month. The price of each car is 80000 Yuan (excluding 
VAT). The applicable Consumption Tax rate is 5%. The Consumption Tax payable for the month is 
computed as: 
Tax payable = 5000 cars x 80000 Yuan/car x 5%=20 million Yuan 
 
For the taxable consumer goods produced from tax-paid consumer goods purchased or 
contract-processed by the taxpayers (such as the cigarettes and cosmetics), the Consumption Tax 
already paid on the taxable consumer goods purchased or contract-processed may be credited in 
computing the Consumption Tax payable. 
 
In case of taxable consumer goods returned due to quality reason, the Consumption Tax paid on 
that returns may be rebated upon approval by the competent tax department. 
 
(2) Computation method for self-produced taxable consumer goods for own use 
For self-produced taxable consumer goods for taxpayer’s own use which are input for further 
production of taxable consumer goods, no tax shall be levied. Those for other use (including the 
use for production of non-taxable consumer goods, projects in construction, administrative 
departments, institutions of non-production nature, provision of labor services, gifting, financial 
assistance, pool of funds, advertisement, samples, employees, welfare, prizes and etc.) shall be 
taxed on the time when the goods are transferred for other use.  
 
In case of ad valorem basis, the tax shall usually be assessed according to the selling price of 
similar consumer goods produced by the taxpayer. If the selling price of similar consumer goods 
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in not available, the tax applicable tax rate. 
The formula for computing the tax payable is as follow: 
Tax payable = composite assessable value × applicable tax rate 
Composite assessable value = (cost + profit) ÷ (1-Consumption Tax rate) 

 
The ‘cost’ refers to the production cost of the taxable consumer goods. The ‘profit’ refers to the 
profit computed in accordance with the national average cost-profit ratio (ranging from 5% to 10%. 
For example, 5% for cosmetics, 8%for small cars, 10% for white wine of grains) of taxable 
consumer goods specified by the State Administration of Taxation. 
 
Example: 
A cosmetic factory distributed 1000 bottles of hair care liquid to the employees as welfare in the 
month. The price of the liquid is 50 Yuan per bottle (no VAT) and the applicable Consumption Tax 
rate is 8%. The Consumption Tax payable on the hair care liquid is computed as: 
Tax payable = 1000 bottles × 50yuan/bottle ×8%=4000yuan 
 
In case of compound computation method, the tax should be also based on the quantity of the 
taxable consumer goods transferred for use (like cigarettes, liquor) and by applying the statutory 
tax rate or tax per unit in addition to the above methods. 
 
In case of quantity based computation method, the tax should be also based on the quantity of the 
taxable consumer goods transferred for use (like gasoline, diesel) and by applying the statutory tax 
per unit. 
 
3) Computation method for taxable consumer goods sub-contracted for processing 
The taxable consumer goods sub-contracted for processing refer to the taxable consumer goods 
which are processed with the raw materials and major materials supplied by the principals and for 
which the contractors only receive processing fees and supply part of auxiliary materials for 
processing. For theses taxable consumer goods, the tax shall be withheld by the contractors upon 
delivery of the goods to the principals. 
 
In case of ad valorem basis, the tax may normally be assessed in line with the sales price of similar 
consumer goods of the contractors and the statutory tax rate. If the sales price of similar consumer 
goods is not available, the tax shall be assessed according to the composite assessable value and 
the statutory tax rate. 
 
The formula for computing the tax payable is as follows: 
Tax payable = composite assessable value × applicable tax rate 
Composite assessable value = (cost of material + processing fee) ÷ (1-Consumption Tax rate) 
 
Example: 
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One car manufacturing factory entrusted some rubber factory to process 20000 tyres and provide 
the rubber to the rubber factory with the material cost of 150 Yuan each tyre. The processing fee is 
50 Yuan for each tyre and the supplementary material costs 25 Yuan for each tyre. There is no 
comparable price. The Consumption Tax rate is 10%. The tax payable to be withheld by the 
factory is computed as: 
Composite assessable price= (150yuan + 50 Yuan +25yuan) ÷ (1-10%) =250yuan 
Tax payable = 250yuan/tyre ×20000 tyres × 10%=500000yuan 
 
In case of compound computation method, the tax should be also based on the quantity of the 
taxable consumer goods recovered by the principals and by applying the statutory tax rate or tax 
per unit in addition to the above methods. 
 
4) Computation method for imported taxable consumer goods 
The Consumption Tax payable on the imported taxable consumer goods taxed on ad valorem basis 
shall be assessed according to the composite assessable value on the time of customs declaration. 
 
The formula for computing the tax payable is as follows: 
Tax payable = composite assessable value × applicable tax rate 
Composite assessable value = (customs dutiable value + customs duty) ÷ (1-Consumption Tax 
rate) 
 
Example: 
One company imported 100 cars with the dutiable price of 100000 Yuan per car. The applicable 
duty rate is 28% and the Consumption Tax rate is 8%. The Consumption Tax payable is computed 
as: 
Composite assessable price= (100000yuan + 100000yuan ×28%)÷（1-8%）≈139100yuan 
Tax payable = 139100 Yuan/car ×8% ×100cars=1112800yuan 
 
Where the taxable prices declared by the taxpayers are obviously low without any reasonable 
argument, the tax department shall collect the Consumption Tax on basis of the taxable prices 
assessed by the tax department. 
 
In case of compound computation method, the tax should be also based on the quantity of the 
taxable consumer goods assessed by the Customs (like cigarettes, liquor) and by applying the 
statutory tax rate or tax per unit in addition to the above methods. 
 
In case of computation on quantity basis, the tax should be also based on the quantity of the 
taxable consumer goods assessed by the customs (gasoline, diesel oil) and by applying the 
statutory tax amount per unit. 
 


