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Tax Newsflash
Advance Ruling Regime Introduced for
Customs Purposes

China’s General Administration of Customs (GAC) recently
published guidance announcing the introduction of an advance
ruling regime for tariff classification, the origin of goods and
customs valuation issues. The new ruling mechanism will apply
as from 1 February 2018.

Snapshot of advance ruling regime

e Applicant: Foreign trade business operators that are
registered with the customs authorities and engaged in
import/export activities.

e Scope: Tariff classification, origin of goods, customs
valuation on pricing elements of imports (e.g. inclusion of
royalties, commissions, freight and insurance, whether the
special relationship has influenced the price, etc.) and
customs valuation methods.

¢ Timing of application and place of filing: An application
for an advance ruling generally will have to be submitted at
least three months before the date of the proposed import
or export of the relevant goods. The application will have to
be filed with the customs authorities in the place where the
applicant is registered.

e Timing of processing: The customs authorities must
decide whether to accept or reject the application within 10
days of receipt of the application package. If the application
is accepted, the authorities must decide on the matters and
issue the ruling within 60 days (however, time spent on
tasks, such as testing and seeking the opinion of experts,
will not be considered in counting the 60-day period).

¢ Validity period and retroactive effect: An advance
ruling will become effective on the day the ruling is
delivered to the applicant, and it generally will be valid for
a three-year period. An advance ruling cannot be applied to
the import or export of goods before the ruling becomes
effective.



¢ Publication of rulings: The customs authorities may
publish a ruling, except where trade secrets are involved.

The introduction of the advance ruling regime signals the
intent of the Chinese customs authorities to foster a business-
friendly environment and fulfill the country’s commitment to
implement the WTO Trade Facilitation Agreement. The regime
provides importers and exporters with an opportunity to better

understand how China’s customs laws and regulations will
apply to prospective imports or exports. Because advance
rulings will be legally binding on customs authorities, they
should result in more transparency and certainty for

taxpayers.

However, the regime is not entirely new in Chinese customs
rules. An “administrative ruling” regime was introduced in
2000, with guidance issued by the GAC in 2001. Many aspects
of the administrative ruling appear similar to the new advance
ruling mechanism, except for the following:

Scope

Place where
application is filed

Timing to decide
whether to accept
or reject the
application

Validity period
and jurisdiction

Administrative/
judicial review

Administrative ruling

Excluding valuation issues
for import dutiable price

GAC or its designated
parties

Fifteen business days
following receipt of the
application

Ruling becomes effective on
the day it is published but
no validity period is
specified, and the ruling is
binding on all local customs
offices

Applicant may apply for a
review of the ruling only if it
disagrees with both the
customs' assessment and
the ruling on which an
assessment is made, and
already applied for an
administrative review of the
assessment

Advance ruling

Including valuation issues for
import dutiable price

Local customs office where the
applicant is registered

Ten days following receipt of
the application

Ruling becomes effective on the
day it is delivered to the
applicant, and generally will be
valid for three years; it is
unknown whether the ruling will
be binding on all local customs
offices

Applicant may apply for an
administrative review with the
GAC if it disagrees with the
ruling. If the applicant
disagrees with the results of
the administrative review, it
may appeal to court

Overall, the threshold to apply for an advance ruling is
relatively lower and the new regime should be more accessible
by businesses. It also is noteworthy that valuation issues are
included within the scope of a ruling for the first time, so it is
likely that the advance ruling regime will be used more widely
and result in benefits to more importers.

Tariff classification, the origin of goods and customs valuation
have been the primary focus areas of the Chinese customs
authorities and are the most challenging for taxpayers.
Following the national reform launched in mid-2017 to improve
customs clearance procedures, the Chinese customs
authorities now place more emphasis on post-clearance audit
and investigation. Affected enterprises may wish to consider
using the advance ruling regime to obtain certainty and help to



mitigate the risks of challenges in a post-clearance audit and
investigation.

Enterprises that are considering applying for an advance ruling
should closely monitor regulatory developments, since more
implementation guidance is likely to be issued before the
regime is formally launched on 1 February 2018.

We will publish a series of publications regarding the advance
ruling regime and share more information and insights soon.
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