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Highlights in the 2008 PRC Enterprise Income Tax Law
2008F B BlE— L=

: When will the PRC Enterprise Income Tax Law (the EIT Law) come into force?
: The EIT Law will come into force on 15¢ January 2008.

P "R ARKNEEWAERE" EANER?
(WBASE2008FE1H1HEH -

o >0

: Is there any change in the scope of income tax?

: The old PRC Tax Law for Foreign Investment Enterprise and Foreign Enterprise (the FIE
tax law) set out two conditions for the determination of tax residence: (i) place of incorporation
and (ii) place of management and control. Tax residence is subject to tax on worldwide
income. Tax residents shall pay tax on worldwide income. The EIT Law retains the two
conditions in the FIE tax law, but the place of incorporation and place of management and
control is changed from "and" to "or". Article 2 and Article 3 of the EIT Law provide that the
resident enterprise shall be the one that is incorporation in China OR if it is incorporated
outside China, of which the effective place of management is located within China. All
resident enterprises shall be taxed on worldwide income.

CBEETWCEEAERTAEL?

FTHNERACWANECUABRE - tREEREEWS G R - REAMRE
—EEtinE - 2R AFRERRE - BRZIEEEEW NS RIBAS TSN
Fri8El - MBUALRAE LERME - EEFBENSRNERNE - EREEREEW
SHNRE - AEFERMREZPHRPZ—IRAARRERY - BREEVNZMERER
ARG R E R -
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t is the implication of the change in tax rules?

scope of tax net will be larger than before. The impact of the change in the EIT Law
Il affect foreign enterprises either that have registered a fixed place of business in China,
that have not officially registered but effectively maintained a place of business in China.
reviously these types of taxpayer are only subject to tax on PRC-source income. Under
the new EIT Law if the management and control is located in China, the foreign enterprise
will be liable to tax on worldwide income. One example of this is the representative office
that carries out management and control over business aclivities across border. Most of
these representative offices are set up by Hong Kong companies to take advantage of lower
labor and land costs in the Mainland of China.

0] : EBARah At A% ?

E MBET AT RENTREEEE « AN EPERASERRRU T EREEHFR
RINEAT - AFEFERAXRFELEMER TEERESEHMNIIELT - PHEER
B - £20 - ZRINELSIIWEMRFETIRABAZRFRAH - HBZNEMSINE
ATRE WK ERRF P LZEPERA - RERRBASMIALELRAER - SSEASH
NEAERAEEREHRNMNEFSBUSHENTFZ— BREEFEATATHE
ADRLMRE - EABEARY FARAEREERSIMNE~SZLS -

Previously non-PRC companies will not exposed to PRC income tax on worldwide income since
it is not incorporated in China, The EIT Law will change the status quo as from 2008. It not only
takes into consideration the place of incorporation, but also takes into consideration the location
of the management control in China. A non-PRC company may be subject to tax on worldwide
income under the EIT Law.

E2Z0 - RIONEMPATIENERMAERE  FREZHFABRANS - HREXEEHE
HELIEMESR - EARTEASZHI - hENEZATNERNZHPONAENRERA
E20I - \IEMBE - PEBMCLRINERNASHRIRASMIATEYHAER -

1. Country of incorporation Both rule 1 and 2 Either rule 1 or rule 2
1. A (B ) HF—-HERE_H W—TESE I

2. Ma nt control

2. WS

Q: Are there any change in the income tax rate?
A: The EIT Law will impose tax on FIE at a rate of 25%. Non-resident taxpayers that earn
PRC-source income will be taxed at 20%, subject to the reduction under PRC tax treaties
in force.

THBERERENERE?
- EREUMNFMBREZY% - FERARARKRTRAFMBR20%ME - MR
WEBAKATEN - REBNTCLBRB D EARTT -
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: Is there any change lo the tax rules that impose tax on dividend income?

: Yes, the dividend distributed by FIE will be subject to tax at 20%. If there is a tax
concluded between China and the country of which the investor is a tax resident,
rate will be reduced to 10% in most cases (Hong Kong company is only taxed at 5%).

 MBEAFEREENRBAIERAE ?

A - MSMEIR iR ARG B EUATHI S ELE AR I ISR R 20%E L - WRWLH
mEERsAENMERASLENZEERRNE « H10%NT ( FEATAMWERSY
WPRigH ) .
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Q: How is the tax computed on dividend, interest and royalty that is distributed by the FIE to
the foreign investors situated outside China?

A The distribution of dividend, interest and royalty is subject to income tax on a gross basis
(without deduction for any expenses incurred in connection with the earning of that income).
The tax is withheld at source at the time of payment.

 MFH EANER RS URENEE - S - MSIFERRNAEHE 2
BN SR (FIARAENEARRATTRERENRA ) - S BtEEM
RIS -
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Q: What are the tax rates that apply to the payments of dividend, interest and royalty?

A : The withholding income tax rate is at 20%, subject to the unilateral reduction by the Chinese
government and the applicable tax treaties. For Hong Kong holding companies that receive
payments from PRC WFOE the following tax rate shall apply:

[ R - FE - IFrNERRNAERERS?

= FEHBNERE20% - BEPERFILSEFHERE - APEAMZIRE - R -7
RIFNEARSEEERAT - ERANEREOT

Up to 1st Jan 2007 2007%E1H1HAT

Dividend WW

Be *8 IS
e e fogplcavie
mw 15%-33% 5%

The PRC Income Tax Law for Foreign Invested Enterprises and Foreign Enterprises (the
PRC IT Law for FIE and FE) exempts the income tax on the distribution of dividends to
the holding company situated outside China.

OUrmRAEWMNEEUAAERZ) M =HEWRENRB RIS -

Jan 2007 to 31st Dec 2007 2007%1H1BE2007F12H31H

DTA between HKSAR government and the Mainland government came into force on 1st
ry 2007. Between 1st Jan 2007 and 31st Dec 2007, the repatriation of dividend from
a to Hong Kong is exempted from WIT, But the repatriation of royalty and interest will be
to WIT at 7% because of the operation of the DTA between HKSAR and Mainland

L

SPEARIT AL B EFHE2007F1A1HER - #£2007F181HZ2007F12H31
i - RRkHREE - B2 - BARHRUEHNNE - MRS ERRERMERT%R

i ;ﬁm
5%

EHR

HERE

1st Jan 2008 and onwards 20081182/

The PRC Enterprise Income Tax Law (the EIT Law) will take effect on 1st January 2008. The
PRC IT Law for FIE and FE will be repealed on the same date. The EIT Law removes the
income tax exemption on the repatriation of dividend. However, the operation of the DTA can
reduce the withholding income tax (the WIT) on the repatriation of dividends.

EAVFRBHATE200851 A1 HMCIEEZ - FBGERUH 7 RBRBENHIE - BF - TR H
o[ ERRFER -
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Q: Qur company has used BVI Companies as the investors for the FIE. Will this legal structure
be affected?

At Itwill be affected adversely under the EIT Law. BVI is not a sovereign state, and it has not
entered into any tax treaty with China. Therefore, the investor will be subject to 20% (that
may be unilaterally reduced by China to 10%) withholding income tax on dividends to be
received from subsidiaries in China.

CRNARKRAZSBVIASERNEMAEUMNREE - HHZESHEATRMERMN ?

:WFBENBVIASIAARNEN - ARALBARENE - BROILIMARET OB KD
E - FERSHEENGHAEWIRER B ESEREMA LD AT EBR20%9 TR
( RIBETEGAOER S ERRERES10%) -

[ G

* What steps should be taken to reduce the withholding income tax rate?

* Your Company should effect a re-organization by replacing the BVI Company with a HK
company (or other company of a PRC treaty country) as the holding company. The
re-organization will be exempted from income tax under the tax law before 2007. It is
uncertain whether the tax exemption will be available after the EIT comes into force on 1st
January 2008. One has to wait for the detailed implementation regulations as promulgated
by the State Council or the interpretations as issued by the Ministry of Finance or State
Administration of Taxation.

>0

Before re-structure: Holding company — BVI Co — WFOE
After re-structure: Holding company — HK Co — WFQE

EAtAlEET] IR ERR A8 ?

MEMEAT LU TR ENE - AEEAQS ( MERMEFPEREMEEZMNAS] ) €
BVIASHFREEZER AT - MRRGEANGSHRENEHEFEL  RM20075F
A31HANAR - ZEETRIRE - MERZAN2008F1H18 2R RERE0LIRH
RealERlE  EERZEESFRMATNEMEENEEVRSRI 2 EHRE -

WA : BEERAS - BVI AT - MEEW
E4E . REZRAS > FELT - MATW

¢ What about the tax on disposal of landed properties by non-residents?

: The tax rules for the disposal of assets are different from what we have mentioned above.
The EIT Law permits the deduction of the cost of the assel and other tax expenses from
the sales proceeds. The amount that represents the excess of sales proceeds over the
cost of the asset is subject to income tax. The payer inside China has the legal obligation
to withhold the income tax before paying the seller situated outside China.

L SMEHEEEE PEIRA ML T E BN A ?

RS ERFARAES NS R AWRNARAEL—# - MBUEARTFERLRAR
MPRERERANHE - MERBASHETAE - RANZAEINUIRNAIRE
wRERANE - CHRKTERAR -

Comparing tax equalization plan and employer bearing the tax
BRAFKFEIHEEFRBHRMER

[ s~ T EFER THEIRAMNIE - ZRATATHEMI00005T « ®AAEET20007T -
FHEREEEESN  WAHANEARSEFERMNEFTBRASFKE - MOXERAFTE
R ? RigRANEZES D ?

Q : If a staff works in Guangzhou, with HK$30000 paid by the employer in Hong Kong, how do
we implement the tax equalization plan? What is the amount of hypo tax?

& BRZAT2FIEMS390,000 = 30,000x13 « H - ZRTMRZFEREACEAL
% E$200,000 R B H1kRERAE #7R$12,000 -

A : Assuming that the employee’s annual income is HK$30,000x13=390,000, and that he/she
is eligible for a married couple allowance and mandatory fund contribution allowance of
HK$200,000 and HK$12,000 respectively for HK tax purposes.

— - RigHRTEOT

[a] RiiR#SLE = (390,000-200,000-12,000) =178,000;

[b] % #i= 35,000x2% + 35,000x7% + 35,000x12% + 73,000x17% = HK$19,760, L1
12 TR = 19760/12=1647 (&2 %)

[c] REBTAMNIRLEMINREEHR1647 - REZRIEREREN MIE - EE21HS
mEMT-MESELFNRE -

[1] The computation of HK salaries tax (hypo-tax) will be as follows:
(a) Assessable income = (390,000-200,000-12,000) =178,000;

(b) Salaries tax is: 35,000x2% + 35,000x7% + 35,000x12% + 73,000x17% = HK$19,760,
which is divided by 12 months = 19760/12=1647 (hypo tax)

(c) The hypo tax is to be deducted each month from the employee’s gross pay, so that
pays the same tax as if he worked in Hong Kong.

;ﬂ:ﬂ%ﬁﬂﬁﬁﬁﬁi#{m%] 89 5%(1996) 1995 - AEERBRMBI T APTEE
(a) ( A% - BiRH ) x T (1X00.96 ; PEARRT ARG —BINCEM)
(30,000-1647) x 0.96 = RMB27,218.88

(b) #ifE - LM EEMEAHSHRANKAAEER?

(27,218.88 - 4,800 - 1,375)/(1-25%) = 28,058.51 ; AT PHI4800RZEHIH R - 25
11,3757 BB EM TP ESTHEM AR BAEWHRE -
(c) REAABLER : NEAATFRISE x BiEE - IRMIIPREL = 28,058.51 x 25% - 1375 = RMB5,639.6
(or HK$5,874.61).

[ll] The PRC individual income tax (IIT), wholly borne by the employer, should be computed
in the following way according to the circulars no. (1994) 89 and (1996) 199 as issued by
the State Administration of Taxation in China:

(a) (Monthly salary — hypo tax) x exchange rate (Say 1: 0.96; the rate on last date of
preceding month as announced by the People's Bank of China)

(30,000-1647) x 0.96 = RMB27,218.88

(b) Then the salaries are grossed up to arrive at taxable income.

(27,218.88 — 4,800 — 1,375)/(1-25%) = 28,058.51; where the amount of 4,800 is the statutory
deduction for foreign employees as per PRC T law. 25% and 1,375 are the tax rate and
quick deduction amount obtainable from the fifth row of the lIT computation table.

(c) The amount of IIT is: taxable income x tax rate — quick deduction

= 28,058.51 x 25% - 1375 = RMB5,639.63 (or HK$5,874.61).



= - BRSATHNE - RESHABZRTE(5874.610EA M AFBHR - thENNTE$
HIER164700FRRR - BEXMRAFF I RURIMARES874.61-1647 = 4227 61 « MREZBR T A/
EFEE0LsRRBEHRTNE - RRRIRHBERMTETRAT - ZRATEPREERE
BANR - BETESEAMSHE T 2BUAFERTPARGR - thoLURERIZFRMS(LA)F
(O - BiREERAER.

[1] Under the tax equalization plan, the employer shall pay the IIT (equal to HK5,874.61) for the
employee in China and deduct HK$1,647 from the gross pay of the employee in HK. The cost of
equalizing the tax is 5874.61-1647 = 4227.61 each month. Note that if the employee has children
or parents that are eligible for additional allowances in HK, the computation of hypo tax will be
different. In HK, the employee can claim tax exemption under section 8(1A)(c) of the Inland Revenue
Ordinance since all of his employment income is reported in China and IIT has been paid.

Table I: PRC Income Tax Rates and Brackets (in RMB)
T BEAERRERRE (AR :

WY

, -.l!!“!!!'-'-'.'_!l!;"“!g!:u..,

C I

(BNEERAENRTHIBS0%NER - SEFENBROEHTHE?
: What is the tax burden for the employer and the employee respectively if the employer only

offers to bear 50% of the PRC IIT

FERUTAARASHN TARARRSHUARARE - BREAHH HEAREH

SHUMABMREE : ( TH- HNIREG- BENRY x BEFELEM ) / (1-B=F -EEFKBELE
) =((30,000 x 0.96=28800) — 4800 — 1375 x 50%) / (1 — 25% x 50%) = 26642.86 ; 25%
F13750] MBI =P SESTERE] «

REABIEN | STNABFISTRE-BEHRY = 26642.86 x 25% -1375

=5285.71 (0.96:1 = HK$5505.95)

: The taxable income should be converted into income including employer's share of tax by the

following formula, and then compute the tax payable.
Taxable income = (RMB income — statutory deduction — quick deduction x employer's share)
/ (1- tax rate x employer’s share) = ((30,000 x 0.96=28800) — 4800 — 1375 x 50%) / (1 - 25%
x 50%) = 26642.86; where the 25% and 1375 are obtainable from the computation table.
Tax payable = taxable income x tax rate — quick deduction = 26642.86 x 25% -1375
=5285.71 (0.96:1 = HK$5505.95)

EARERFE MK - ATRERH5285.71/2=2642.86 « Ll EHHWEROILIA
HERY ;

1- EHRMA : 26642.86 + 4800 =31442.86

2 - NABIE : (31442.86-4800) x 25% - 1375 = 5285.72

3 - REHWA : 3144286~ 5285.72 x 1/2 = 28800

Since the employer is to share 50%, the employee has to pay 5285.71/2=2642.86.
can perform the verification in the following way:

(a) Income including tax borne by employer = 26642.86 + 4800 =31442.86

(b) Tax payable = (31442.86-4800) x 25% - 1375 = 5285.72

(c) Income excluding employer's share 31442.86 — 5285.72 x 1/2 = 28800

I FERE55%E100% - 50% * 33.33% =M FEAFEMNIHHHER .
The following computations produce different results where the employer bears 100%, 50%
and 33.33% of the PRC tax for the employees respectively:



Income in HKS & T4 30,000.00 30,000.00 30,000.00
Hypo-tax i@ B (WAT ) - - -
30,000.00 30,000.00 30,000.00
Exchange rale T % 0.96 0.96 0.96
Income in RMB T # 28,800.00 28,800.00 28,800.00
Standard deduction J&E Ik 4,800.00 4,800.00 4,800.00
Quick deduction M3 i1k 1,375.00 1,375.00 1,375.00
Tax bomne by employer [a] 100% 50% 3%
EEHENEHE
Taxable income [b] 30,166.67 26,642.86 25,663.49
FRWA
Tax rate Bi# 25% 25% 25%
Quick deduction 18 {0k 1,375.00 1.375.00 1,375.00
Tax payable FZ#4BiE C] £,166.67, 528571 5.040.87
Tax payable in HKS 6423.61 5,505.95 5,250.91
Taxable income [11=[b) 30,166.67 26,642.86 25,663.49
Standard deduction 2 4,800.00 4,800.00 4,800.00
Income plus tax
SREA [Bl={1]+{2) 34,966 67 31,442.86 30,463.49
Tax payable
B (4] = [e] 6,166.67 5,285.71 5,040.87
Employer's share
EE&ES S [51 = [4] xla] 6,166.67 2,642.86 1,663.49
Income nel of tax
FasnumA [6]=[3H5] 28,800.00 28,800.00 28,800.00
Employea's share [71=[4H5] - 2,642,886 3arrae
ATRERR
Effective tax rate [TV[1]x100% 0.00% 9.92% 13.16%
RIxMmHE

[b] Income including tax = (28800- 4800- 1375 x 100%) / (1-25% x 100%)=30166.67
[b]& B2tz A =(28800- 4800- 1375 x 100%)/ (1-25%x100%)= 30166.67

[c] Tax payable = 30166.67 x 25% - 1375 = 6166.67

[c] EZ#BLE = 30166.67 x 25% - 1375 = 6166.67

EERMES - REFREZPAFAIRMUAAHENRANESRF - REGOERAFTHYE
& - EXRERTRESHNWAT  ATNEREETRAF TR - BEEXERELE—HFfE
*H -

Compared with tax equalization plan, the sharing of tax burden between the employer and the
employee is easier in terms of computation and administration. It gives greater degree of flexibility
than tax equalization plan. Note that where the employer bears all the tax, the employee’s position
is far better than that under tax equalization plan. The employer rarely adopts this in practice for
cost reasons.

<By China Tax & Investment Consultants Ltd www.china-tax.net >

Customs declaration for cross border express mail
HEHIRRERXANE

RiEsx 2 WIE - BHRARE (HEKuai ianfBSRK)) Al AER - T A¥aEmEY
% pRERL BEIRRFKILEx 82 FHITRFKI2HEx 8 3 B HRRAEK3EX 804, i3
HIRRETAYRBXS - REBHOBEYRXE - BEOERERAXZRIETREETEA
SHREHEARRESRX 2SR,

According to the rules of the General Administration of Customs, cross-border express mails
(Pronounced as Kuai Jian in Romanization and KJ for short) can be classified into categories:
documents, personal arlicles and goods categories. Different declaration forms are used for
each of those categories: (1) KJ1 declaration form, (2) KJ2 declaration form, (3) KJ3 declaration

form, (4) declaration form for personal articles, and (5) declaration form for general import-export

goods. The importer and the exporter should be aware of the actual requirements so that they
can instruct the express mail operator or forwarding agent to use the correct declaration form

for each category of goods.

BRI RE
KJ1 Declaration Form
2 TAME BHERETANBERO AXERFRENTNPE
‘Persanal Arlicles Declaration Form for HiE  EsEmNsSAN
personal articles 6] %12 Tax-exempted for
self use in reasonable
quantity taking inlo
consideration for entry
purposes & period of stays
SBREY . TEULHME IR FFKI2HE % 0 XRREBRE AEMS0TRL
TSR KJ2 Declaration Form THSRE
Tax-exempt goods, Tax exemption for goods
samples of no of value not exceeding
commercial value and RMBS50 per consignment
advertising materials
mEEREE-E55 -
Dutiable samples and ~ MHIRRIFKI3MRS FEAFHROMTNED
advertising materials ~ KJ3 Declaration Form I EEnEY
Excluding goods for which
payment of foreign
currency is required or
under automatic impart
licensing administration
HitniEmERGE
Other express mall HOMMRRSR EAT W1 E4TRL5H
goods Impart Declaration Form B OED
For goods not included

under items 1 to 4 above




BMEBRBRRANSAME . (— ) BELCHUNEHNRY - | SENRBRNEY - BiEA
RZHE3E (HHRREK2EXE) ; (Z ) BRIERNSEE - &M - BEANZRR
(HHBRRHEKRXER) - HihaMEnRaEs (BOEMHEX2) - BARREEERT
BeRi#EZAE+NXA - BEANICE ISR -

Inbound express mails falling under the goods category are divided into two types: (a)
tax-exempt goods including samples of no commercial value and advertising materials for
which the express mail operator should present a copy of KJ2 declaration form to the
Customs; (b) dutiable samples and advertising materials, for which the express mail operator

should present a copy of KJ3 declaration form to the Customs. For inbound goods other
than that as mentioned above, the express mail operator or forwarding agent shall submit
a copy of import declaration for general import-export goods to the Customs. There is a
time requirement to make the import declaration. The express mail operator or forwarding
agent shall submit the import declarations within 14 days after the date the entry of the

means of transportation carrying the inbound express mails and goods has been declared.

EMRLERERXN  BEEANRLTHERSAEEEZTREARIE : (— ) WHELE -
[F&m (ERMERTIFOIEEEN - NEHDORY - MEOBCCRIRRAEDEID ) -
RMZR3x (HHIRRAKI2EXE) ; (Z) M EHEBSMIEMEY - —@ER (WOKEY
fixg) - HBREFEEHIABE/ W -  EEANYGEXSH -

In respect of outbound express mail, the operator or the forwarding agent shall submit the
following declarations respectively: (a) the KJ2 declaration form should be used for samples
and advertising materials (except for goods for which export licenses are required, export
duty is payable, foreign exchange collections and export refunds are required); (b) the
export declaration form for general import-export goods should be used for goods other
an that mentioned above. The operator or forwarding agent shall submit the all export

FASIAEBLIRE S O R EReaE—it ( 1045 - ME18H =) - &
ftaBmaARX ? REERBEOWIE?

3y express mail, a Chinese company imports a batch of sensors used for fax machines

acked in 10 cartons and valued at USD180,000). Show how this importation should be
clared and W or not import licenses are needed.

| RAERE - BEHETASHE - UET a0 e

st O EliEERT—RELORB &R - K8 v wamiH
S OEeE - )

declarations for express mails within 3 hours before the exit of the means of transportation.

A : This batch of fax machine sensors, imported by way of express mail, not only exceeds the
amount of statutory exemption, but also falls into the scope of automatic import license
administration. The HS code is 84433290. The operator or the forwarding agent should submit
the import declaration form for general import-export goods. At the same time, the customs
attendant should submit a copy of the automatic import license for new and used electrical
products with the “O" code for customs control purposes. (Note that the customs control code
is “7" for general import-export goods subject to automatic import licensing administration, and
“v" for export processing goods subject to automatic import licensing administration respecti-
vely.)

] : iRBF4520017 ( 24578 - REARNEB0ET ) - B1=T=8TAR
ﬁ ﬁﬁﬁﬂﬁmm% HOFTRERRELT% ; HEROXRSHOFTHRE
Q : The supplier provides 200 copies of user manuals of fax machines (packed in 2 cartons and

mmmusuaummatmm Suppose that the exchange rate of USD to RMB
is 1to 8, the import duty rate and VAT rate is 7.5% and 17% respectively. Show the computation
for import duty and VAT.

ZEHAEE - BRERMETRRER
HOXHB0x 8 x7.5% = 4870 (—EMEF B S0TRIE)
HOFTMER = BmiTERNEx HE = (RN + % 5) x ik
=(80x8 +48)x17% = 116967 ( ¥ : BMEEEXH )

A : Compute the import duty, then compute the VAT on the basis of composite value.
Import duty: 80 x 8 x 7.5% = 48 (exempted per consignment valued below RMBS0)
Import stage VAT: composite value x tax rate = (dutiable value + duty) x tax rate
-{anxa+4a}x1?%=11&.Bs[ummvmmmmm port duty)

.....




PRC Customs Rules on Temporarily Imported & Exported Goods
BXNENEHOBRERNE

Subject to the approval by the Chinese customs, the following goods temporarily imported into
China, for a period not exceeding 6 months, are exempted from tariff and VAT: (i) the exhibits, items
to be used in exhibitions, trade fairs, conference or other similar activities; (i) items to be used for
performing or competition in cultural activities and sports events; (iii) instrument, equipment and
articles for use in news reporting, film shooting and TV programming; (iv) instrument, equipment
and articles for use in aclivities relating to scientific research, education and medical services; (v)
special purpose transportation means and vehicles for use in activities as listed in (i) to (iv) above;
(vi) samples of goods; (vii) instrument, equipment and articles for use in charitable activities, (viii)
tools and instruments for purpose of installation, testing and setting equipment; (ix) containers used
for cargos; (x) self-use means of transportation and supplies for traveling purpose; (xi) instrument,
equipment and articles for use in engineering and construction projects; (xii) other goods as permitted

by the customs to import into or export out of China temporarily.

SHXME - TIRYMCILISHRRLR - MIRAATA : (—) ERUS - 52 - SRR
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However the consignee is required to place a refundable security deposit at the bank equal to the
amount of the duty and taxes payable. The customs may grant an extension of stay for the goods
upon the application of the taxpayer. If the goods are shipped out of China within the time period
prescribed by the customs, the taxpayer will not be liable for duty and import VAT. The consignee
S required to close the customs record filed in connection with the temporarily imported goods and
get a refund of the deposit after the goods are shipped out of China. If the temporarily imported
‘goods remain staying in the Chinese teritories after the period as prescribed by the customs is
over, then the consignee is liable to pay the duty and taxes. After the payment of tax, the goods
zan be freely traded inside the Chinese teritories. They are classified into general imported goods
o which the general customs clearance procedure shall apply. Therefore, the consignee can apply
lo cancel the record filing and get a refund for the deposit. The temporarily imported goods become
general goods. The above provision shall apply equally to those temporarily exported goods. The
taxpayer can apply to cannel the record filing at the customs and get back the security deposit
provided that the goods are returned to China in original shape and conditions.
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Temporarily imported goods falling outside the scope as prescribed in above 12 classes receive
different tax treatments. The customs shall impose tax on the goods with reference to the dutiable
value, taking into account of the period of stay in months in proportion to the total number of months
for duty and VAT computation purposes. The total taxable period is limited to 60 months. The
monthly amount of duty and VAT is, “dutiable value x 1/ 60" + “VAT x 1/ 60". Where the number of
days is over 15, il is counted as one month; where the number of days is 15 or less, it is not counted
as one month. The period for duty and import VAT purposes runs from the date when the Customs
releases the goods.
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After the payment of duty and taxes, the goods can be freely transferred in the Chinese territories.
The temporarily imported goods will be re-classified into general goods. The PRC customs shall
lift its supervision over the goods accordingly. The division of authority to grant the approval preceding
the importation of the temporarily imported goods in question is as follows:
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iR (FeEEEasnR)
‘Award winning film contests and exchange programs

BFAXZRA

‘Science, education and medical services exchange
HE - HERETFERED

Conventions and exhibitions.




ATA certificate
ATAE i}

China joined the ATA Carnet in 1993, and has become a member of the International Bureau of
Chamber of Commerce (the IBCC) since 1998. Since then, the Chinese customs has accepted
the ATA Carnets issued by the authorized issuing associations of countries which are contracting
parties to the Customs Convention on the ATA Carnet for the Temporary Admission of Goods or,
the Convention on Temporary Admission (Istanbul Convention). As an alternative to a refundable
deposit or bank guarantee, the holder of ATA certificate, who imports the exhibits and related items
into the PRC for use in exhibitions, expo or trade fairs, is not required to put up deposits or provide
any guarantee to the Chinese customs. The holder can apply for the ATA certificate from the local
chamber of commerce of the BCC in its own country before the exhibits and the related items are
shipped to the PRC. The ATA certificate serves a dual purpose: a common import/export declaration
for the temporary importation of goods into the PRC; an internationally accepted security for goods
entitied to temporary admission without payment of duties and taxes. In case that the temporarily
imported goods still stay in the PRC after the allowed period is over, the Chinese customs shall
collect the duty and VAT from the CICC, which is the local member of the IBCC. Upon the settlement
of the duty and VAT, the local member of IBCC in the PRC has a right to claim reimbursement from
the chamber that issued the ATA certificate to the holder in their home country. The General
Administration of Customs has authorized the China Council for the Promotion of International
Trade / China Interational Chamber of Commerce (CICC) to be the agency to issue the ATA
certificates and provide guarantee to the customs, which grants release for temporary export goods
lo be used for exhibitions outside China.
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Cnntact Us
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= Hong Kong &#&

Unit 1506, 15/F, Wing On House,71 Des Voeux
Road, Central, Hong Kong
Tel : (852) 2374-‘ 067
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