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Tax Newsflash
Significant Changes to Chinese Export
Control Laws
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The People’s Republic of China’s Ministry of Commerce has
released for public comment a draft Export Control Law that
substantially overhauls China’s current trade controls system.
As one of the top priorities for China’s 2017 legislative agenda,
we anticipate the law will be promulgated by the end of 2017.

Summary

The draft Export Control Law, if adopted, will be China's first
comprehensive law in this area and will significantly change
China’s export control regime for dual-use, military, and
nuclear items. The Law both broadens the scope of current
controls and strengthens enforcement for more serious
violations and non-compliance. The Law will also introduce
new controls such as sanctions, embargoes, and re-export
controls. Thus, businesses involved in the export or re-export
of Chinese products or items incorporating Chinese products
will be subject to more comprehensive compliance
requirements.

Key areas for consideration

e Affected entities include any China-based entity
(companies, individuals, or otherwise) or entity dealing
with Chinese-controlled goods, technology, or software.

e New controls include the export and re-export of Chinese-
origin or foreign-made items with Chinese components
(that meet de minimis thresholds), including dual-use,
military, and nuclear related goods, technology and
services.

e The new Chinese control regime will consist of control lists,
licenses, product controls, end-use controls, end users
controls, and destination controls.

e The current proposed text incorporates measures to
encourage compliance including internal compliance



mechanisms, industrial self-discipline, and a right for
individuals to inform authorities of suspected violations.

Penalties

e Violations could result in an administrative penalty up to 10
times the illegal business revenue or a fine up to RMB
500,000 (USD 73,660) could be imposed if the illegal
business revenue is less than RMB 50,000 (USD 7,366).
Any illegal income could be subject to confiscation.

e Personal liability for those directly responsible could include
fines up to RMB 300,000 (USD 44,196).

e Businesses also risk suspension or revocation of export
privileges and licenses, being negatively marked in China’s
social credit system, and other non-financial penalties.
More serious cases risk criminal charges.

Deloitte’s Global Export Controls Network will be commenting
on this rule and will continue to be involved as the legislation
evolves.
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