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Tax Newsflash

Temporary import exemption granted
for goods donated in response to novel
coronavirus
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On 1 February 2020, China's Ministry of Finance, the General
Administration of Customs, and the State Taxation
Administration issued new rules (Bulletin 6) that grant a
temporary exemption from import duty, value added tax
(VAT), and consumption tax for specific goods donated to help
prevent the further spread of the novel coronavirus and control
the epidemic. The exemptions apply to donations of qualifying
goods by foreign parties and by domestic parties that import
goods from overseas or special domestic areas. Bulletin 6
applies for a three-month period from 1 January 2020 through
31 March 2020.

Exemptions

Certain goods donated by foreign parties (e.g., companies,
individuals, NGOs, and governments) to national and local
governments, qualified social organizations, and qualified
charitable foundations are exempt from import duty, VAT, and
consumption tax.

This exemption also is available for such goods donated by
domestic parties in either of the following situations (but only
if the goods are immediately put into use to prevent the
further spread of the novel coronavirus and control the
epidemic):

e The goods were imported from overseas or special
domestic areas under customs supervision (e.g., bonded
zones); or

e The goods were (or were made from materials) in a
bonded status (i.e., subject to suspension of duty and
import taxes) and donated by a domestic manufacturer
who imported or manufactured the goods under a
"processing trade relief" arrangement. "Processing trade
relief" is a special regime that allows a domestic
manufacturer to import materials in a bonded status to
process into finished goods for export overseas; where
the finished goods or materials subsequently are not
exported but diverted for consumption in the domestic
market, the duty and import taxes previously suspended
would be reinstated if no exemption was granted.

The types of goods eligible for the exemption are expanded to
include virus infection testing supplies, disinfection supplies,
virus prevention supplies (e.g., protective devices/gear), and
assistance vehicles (e.g., trucks providing disinfectant
services, ambulances).

Provincial governments may add entities to their list of
qualifying donees (such entities would be included on a list
supplied by the provincial governments to the various customs
offices). Where a donor does not identify a specific donee, the
donee will be assumed to be one of the qualified national social
organizations (e.g., the Red Cross Society of China) to ensure
the exemption treatment.

Other aspects of Bulletin 6

e If import duty, VAT, and consumption tax were collected
onh goods entitled to the exemption, the importer can



request a refund by submitting a refund application by
30 September 2020.

e If an importer already has claimed import VAT as a
credit against its output VAT, the importer only can
obtain a refund of the import duty and consumption tax
paid.

e In addition to the duty/tax exemptions granted by
Bulletin 6, imports of affected goods may be "fast
tracked” through customs provided the importer
registers the basic information with the customs
authorities and subsequently submits the full customs
declaration at a later date.

e For US-origin goods subject to exemption under Bulletin
6, no additional retaliatory tariffs would be imposed. For
such additional tariffs already collected on goods eligible
for the exemption, a refund can be requested.
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