Taxation on temporary import and export goods
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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; (ii) 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 activities 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.
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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 is 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 territories 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 can be freely traded inside the
Chinese territories. They are classified into general imported goods to which the general customs
clearance procedure shall apply. Therefore, the consignee can apply to 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, it
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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Items and equipment to be imported The local departments and offices
BEOSTA B R Rk FUHEHE SO AT BOHLR
1 News reporting (excluding those for use by  |Ministry of Foreign Affairs
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2 Award winning film contests and exchange  |State Administration of Radio, Film and
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3 Entertainment and artistic performance Ministry of Culture
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4 Science, education and medical services Ministry of Science & Technology
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5 Conventions and exhibitions Ministry of Commerce
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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 entitled 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 International 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 to be used for exhibitions outside China.
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