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China's invoicing system has undergone a transformative shift with the widespread adoption of electronic invoices or e-Fapiao. This shift has
revolutionised the traditional paper-based system, addressing long-standing inefficiencies such as high costs, slow issuance, and complex storage
requirements.

The integration of electronic invoicing within the Golden Tax System has streamlined processes, enhancing operational efficiency for businesses and
taxpayers.

The Evolution of E-Invoicing in China

The transition to electronic invoicing in China began in 2015, with the government acknowledging the need for improved invoicing processes and support
for taxpayers. Since then, the adoption of electronic invoices has expanded across various sectors, including catering, supermarkets, manufacturing, and
modern services.

2020 marked a significant turning point as new taxpayers were mandated to adopt the business-to-business (B2B) electronic invoicing system, while the
adoption remained voluntary for other taxpayers.

The introduction of the Golden Tax System Phase Il in December 2021 further propelled this transformation with the launch of a new type of invoice
that differs from traditional paper Fapiao and standard VAT e-Fapiao. This phase set the stage for a fully digitalised invoicing framework, which was
rolled out nationwide by December 2023.

Looking ahead, the State Administration of Taxation (SAT) plans to make special e-Fapiao mandatory for all Chinese companies by 2025, marking the
end of the paper-based invoicing era.
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Understanding E-Invoicing in China

Electronic invoices in China, referred to as e-Fapiao, are categorised into general and special types:

Electronic Invoices

General e-Fapiao Issued for commercial transactions where VAT is non-deductible

Special e-Fapiao Issued typically in B2B transactions where VAT deduction is allowed

E-Fapiao utilise electronic signatures and seals to ensure authenticity and tamper-proofing. Once issued, e-invoices eliminate the need for paper copies.
They are accessible via computers or mobile devices and the digital format is sufficient for all legal and tax-related purposes.
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Advantages of E-Invoicing

The transition to electronic invoicing offers numerous advantages over traditional paper invoices:

Enhanced Electronic invoicing streamlines the entire invoicing process, eliminating the need for purchasing, binding, or stamping physical
Efficiency invoices.
With a simple online submission, invoices can be issued with a single click, saving valuable time and resources.

Convenient Recipients of electronic invoices can instantly access and retrieve them online, eliminating the need for on-site pickup or
Access waiting for physical delivery.

This real-time accessibility allows businesses to quickly process invoices and manage their financial records.

Secure Electronic invoices are stored as electronic data, ensuring secure storage and easy retrieval. This eliminates the risk of loss or
Storage and damage associated with physical paper invoices.
Retrieval

Businesses can efficiently search for and retrieve invoices whenever needed.

Cost Savings | Chinese E-invoices are provided free of charge by the tax authorities, relieving businesses from the expenses associated with
purchasing and printing paper invoices.

This cost-saving measure positively impacts the financials of companies, especially those that handle a large volume of
invoices.

Streamlined Electronic invoice data can be seamlessly imported into financial and tax systems, enabling the automatic generation of statistical
Data reports.

Processing
This streamlined data processing facilitates analysis and management, empowering businesses with valuable insights to make
informed decisions.




BoardRoom

Smart Business Selutions

Implementing E-Invoicing in China

For businesses implementing electronic invoicing in China, the following steps must be taken to ensure compliance and seamless integration into their
operations:

Implementing E-Invoicing in China

Invoice Type | Businesses must verify invoice type with the relevant tax authority where they are registered.

Verification
General taxpayers who meet the criteria can choose between electronic and paper invoices, while small-scale taxpayers are
currently limited to electronic ordinary invoices.

System Businesses need to integrate their invoicing systems with the electronic invoice service platform.

Integration
This integration ensures seamless data transmission and compliance with technical standards and management norms.

Platform Businesses need to register an account on the electronic invoice service platform, either specific to their local area or the national

Registration | unified VAT invoice comprehensive service platform.

Invoice Businesses must log in to the electronic invoice platform and enter the necessary invoicing details, such as the buyer's name,
issuance taxpayer identification number, bank details, account number, total price, and tax amount.

The issued e-invoice is sent to the national platform of the State Taxation Administration (STA). The platform validates the invoice
and includes required elements, such as validation confirmation, Key ID and QR Code.

Invoice Once an electronic invoice is successfully issued, it is automatically sent to the designated buyer's mobile phone number or email
Delivery address in PDF or OFD format.

Businesses can access the electronic invoice platform to download invoices.
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The Next Steps for Businesses

As China continues to drive forward its e-invoicing agenda, it is clear that the Golden Tax System will play a critical role in shaping the country's tax
landscape. By embracing this technology, businesses operating in China can unlock the benefits of increased efficiency, reduced costs, and improved
compliance.

Businesses should seek professional assistance to ensure compliance with relevant regulations.

Disclaimer

This report has been prepared for general informational purposes only. Whilst every effort has been made to ensure accuracy, Boardroom Group (“Boardroom”) will
accept no responsibility for errors and omissions howsoever caused. The information should not be relied on as professional advice and should not be regarded as a
substitute for detailed advice in individual circumstances where the services of a competent professional adviser should be sought. No warranty, express or implied,
is given as to the report’s accuracy, completeness or fitness for a particular purpose. Legal restrictions may apply to the distribution of information regarding certain
Boardroom services in some jurisdictions. This report is not intended for the use of persons located in those jurisdictions to which the abovementioned restrictions
apply. It is the responsibility of those accessing this report to ensure that they are aware of all relevant restrictions that apply to them.



How we can help

Embracing a client-centric approach, our Regional Tax Team is committed to
delivering strategic tax and transfer pricing solutions, ensuring compliance
and maximising opportunities for our clients across diverse tax jurisdictions.

Contact us! We look forward to assisting you in navigating the complexities

of taxation in today’s dynamic business landscape, driving financial success
and building lasting partnerships.

Meet our Regional Tax Team:

Eunice Hooi
Managing Director Asia

Ade Teo
BoardRoom Singapore

Cheong Woon Chee
BoardRoom Malaysia

Candice Ng
BoardRoom Hong Kong

About BoardRoom

BoardRoom is Asia Pacific’s leader in Corporate
and Advisory Services with a strong and
reputable 50-year track record. Headquartered
in Singapore we are ranked amongst Forbes
Asia's Top 200 Companies under a Billion. With
our strong presence in the region, and a direct
office presence in Singapore, Malaysia, Hong
Kong, China and Australia, we are well positioned
to support you.

Our smart business solution suite comprises of
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Get in touch with us today to take
your business further, faster.

Scan to learn more about our services.




