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Expansion of Products
Eligible for Processing
Trade Relief:
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On 10 and 25 November 2015, China’s Ministry of Commerce (MOFCOM) and the General
Administration of Customs (GAC) jointly issued two sets of guidance (Bulletins 59 and 63) that
revise the catalogues of goods that are prohibited/restricted from processing trade relief (PTR) (the
catalogues). The issuance of both bulletins are welcome as they remove certain goods from the
original catalogues, thus expanding the product groups eligible for PTR. Bulletins 59 and 63 are
effective as from the date of issuance.

Background

PTR allows goods to enter into China under a bonded status (which means that no duty/import
taxes are due) provided the finished goods are exported after processing. Although China
encourages the development and use of PTR, certain goods (most of which are high energy
consumption and pollution causing) are prohibited or restricted from import or export for PTR
purposes. For example:

e PTR is not permitted for goods that are listed in the Catalogue of Goods Prohibited from
PTR (Prohibited Catalogue).

e PTRis allowed for goods that are listed in the Catalogue of Goods Restricted from PTR
(Restricted Catalogue), but the relevant enterprise may be required to pay a deposit to
Customs. The amount of the deposit will depend on the enterprise's Customs compliance
ranking and could be as high as the amount of duty/import taxes that would have been
collected if the goods had been imported for non-PTR purposes.

China monitors and periodically adjusts the two catalogues according to market supply/demand,
industry and macro-economic policies.

Highlights

With a view to promoting exports and driving the transformation of the Chinese economic
structure, the MOFCOM and GAC have removed certain goods from the catalogues, as follows:



Prohibited Removal of 11 items under HS codes, e.qg.:
Catalogue ¢ Silver ore and concentrates (for import); and
o Unwrought bismuth (for export)

Restricted Removal of 50 items under HS codes, specifically:

Catalogue ¢ 11 items from goods that are subject to export restrictions for PTR
purposes;

o 39 items from goods that are subject to import restrictions for PTR
purposes.

The revised catalogue contains 95 items under HS codes that are subject to
export restrictions and 356 items of HS codes that are subject to import
restrictions for PTR purposes.

Bulletin 63 also clarifies the deposit requirement for the Restricted Catalogue. As noted above,
companies conducting a PTR business may be required to provide a cash deposit to cover any
potential customs duty/import VAT charges suspended at the time of import. The deposit is
refundable if the finished goods are exported within the approved period. Failure to export finished
goods within the approved period will lead to a forfeiture of the deposit.

The deposit requirements are summarized below:

Restricted Catalogue

Customs Prohibited 81 HS codes
compliance Catalogue Other goods
ranking Eas_tern Central-
region?! Western
region?
Advanced
Authorized PTR not Deemed cash deposit? No deposit
Companies allowed requirement

General Authorized

Companies Deemed cash deposit
Generally

Compliant 50% cash Deemed cash deposit

Companies deposit®

Noncompliant
Companies 100% cash deposit




Notes:

"Eastern region" refers to Beijing, Fujian, Guangdong, Jiangsu, Hebei, Liaoning, Shandong,
Shanghai, Tianjin and Zhejiang. Other provinces and cities are considered the "Central-
Western region."

. "Deemed cash deposit" means that the PTR company must set up a bank account at a

designated bank, but it is not necessary to deposit cash into the account.
"50% cash deposit" means that the PTR company must make a cash deposit equal to 50%
of the customs duty/import VAT charges suspended at importation.

However, the above treatment will not apply if:

The PTR company is located in a special Customs Zone (e.g. Export Processing Zone or
Bonded Zone); or

Although the relevant goods fall within the scope of the Restricted Catalogue, they are
transferred from (or to) other domestic manufacturers for further processing outside special
Customs Zones and are still under Customs' supervision for PTR purposes.

The new rules should be welcomed by enterprises engaged in import and export activities of
products classified under the HS codes that are removed from the Prohibited and Restricted
Catalogues. In particular:

Affected companies that previously were not permitted to conduct PTR now may have the
opportunity to utilize this tax efficient regime.

Affected companies that already are conducting PTR may enjoy more favorable deposit
treatment.

Potentially affected companies should consider the following actions:

Review their supply chain arrangement to assess whether it is feasible to apply the PTR
business model, where appropriate;

Understand the potential cash flow impact of the new rule; and

Consider upgrading the Customs compliance ranking for entities within the group that would
be conducting PTR.



Authors:

Hong Kong

Sarah Chin

Partner

+852 2852 6440
sachin@deloitte.com.hk

Shanghai

Dolly Zhang Michael Chen

Director Assistant Manager

+86 21 6141 1113 +86 21 2312 7421
dozhang@deloitte.com.cn michaechen@deloitte.com.cn

If you have any questions, please contact:

Hong Kong

Sarah Chin

Partner

+852 2852 6440
sachin@deloitte.com.hk

Beijing Shanghai

Yi Zhou Li Qun Gao

Partner Partner

+86 10 8520 7512 +86 21 6141 1053
jchow@deloitte.com.cn ligao@deloitte.com.cn

Guangzhou

Janet Zhang

Partner

+86 20 2831 1212
[azhang@deloitte.com.cn

Homepage | Add Deloitte as a safe sender

o EdE & =

Deloitte Touche Tohmatsu Certified Public Accountants LLP
30/F Bund Center

222 Yan An Road East

Shanghai 200002, China

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of which is
a legally separate and independent entity. Please see www.deloitte.com/cn/en/about for a detailed description of the legal structure of Deloitte Touche Tohmatsu

Limited and its member firms.

Privacy

Thank you for your interest in Deloitte China services. Deloitte China would like to continue to use your personal information (in particular name and contact details)
for the purpose of sending you marketing and regulatory updates, invitations to seminars and other events organized, sponsored or promoted by Deloitte China. If
you do not wish to receive further communications from Deloitte China, please send a return email to the sender with the word “Unsubscribe” in the subject line.


mailto:sachin@deloitte.com.hk
mailto:dozhang@deloitte.com.cn
mailto:michaechen@deloitte.com.cn
mailto:sachin@deloitte.com.hk
mailto:jchow@deloitte.com.cn
mailto:ligao@deloitte.com.cn
mailto:jazhang@deloitte.com.cn
http://www.deloitte.com/cn/en
http://www.deloitte.com/cn/en/about
http://e.weibo.com/chinadeloitte
http://twitter.com/deloittechina
http://www.linkedin.com/company/deloitte_china
http://www.facebook.com/deloittechina
http://www.youtube.com/deloittechina
http://i.youku.com/deloittechina

If you would like to update your personal information, please click here.

Deloitte China refers to Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, Deloitte Touche Tohmatsu Certified Public Accountants LLP
in the Chinese Mainland and their respective affiliates practising in Hong Kong, Macau and the Chinese Mainland.

© 2015 Deloitte Touche Tohmatsu in Hong Kong, Deloitte Touche Tohmatsu in Macau, and Deloitte Touche Tohmatsu Certified Public Accountants LLP in the
Chinese Mainland. All rights reserved.


http://www.deloitte-china.com/contact/data.html

