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Tax Newsflash
2020 tariff survey process underway

Beginning each January, China’s General Administration of
Customs (GAC) and the Tariff Committee of the State Council
(CTCSCQ) collect and evaluate proposals from businesses on
import and export tariffs, export VAT refund rates, and license
controls (the "tariff survey"). The deadlines for businesses to
submit proposals to the regional customs offices generally are
in March and April.

The tariff survey

The government uses the tariff survey to determine economic
policies that will promote development of various industries,
generally by updating import and export tariffs and amending
or implementing tax laws that affect such industries.

With the current global economic and trade environment
impacted by COVID-19, and with the signing of the China-US
trade agreement, businesses are encouraged to voice their
concerns and propose specific tariff adjustments or other
solutions that will facilitate trade during this unprecedented
time.

The tariff survey generally covers the following areas:

Areas covered Potential benefit for Examples
importer/exporter
Import/export Lower interim tariff Machines for semiconductor testing,
interim tariff rate for import/export  sorting, and tape braiding
rates (8422.4000.10), import tariff cut

from 8% to 5% via interim tariff rate
since 1 January 2020

Tariff Tariff exemption or a Equipment for deep sea farming:

exemptions reduction to zero rate import tariff exemption from being
added to the catalogue of major
technical equipment and products
supported by the state as from 1
January 2019



Export VAT Higher export VAT Aluminium plated paper and
refund rates refund rate paperboard coated, impregnated or

covered with plastics (4811.5991):
increase of export VAT refund rate
from 0% to 13% as from 15
September 2018

License Waiver or X-ray thickness measuring apparatus
requirement for  simplification of the of wafer manufacture
import/export license requirement (9022.1990.20): waiver of prohibition

on import of used mechanical and
electrical equipment

Adding or More clarity on HS Removal and simplification of the HS
removing HS code codes for toys (from 12 to 7)

codes for effective as from 1 January 2018, to
specific goods increase customs declarations

efficiency and reduce logistics costs

Adding or Eligibility to import Steam eye mask added to the CBEC
removing commodities under list as from 1 January 2019
commodities to the CBEC retail
or from the program (to enjoy
cross-border e- exemption of product
commerce registration
(CBEC) retail requirement and
import list preferential import tax
treatment)

The preparation of the tariff survey with subsequent
adjustments usually takes one year and includes three stages:

Proposals are submitted by businesses;

The GAC and regional customs offices review the
proposals and submit the agreed-upon proposals to the
CTCSC; and

The CTCSC reviews the proposals and makes the final
determinations on tariff adjustments.

The 2020 tariff survey likely will address:

Preferential measures in connection with products for
the prevention and control of COVID-19, such as
medical devices, drugs, and epidemic prevention
products. Epidemic control and prevention products will
continue to be in global demand, resulting in tariff rates
and license control requirements of production
materials, equipment, and parts, being one of the main
focuses in the 2020 tariff survey.

Import and export companies needing financial
assistance, including companies that are resuming
business and trade. For example, exporters, especially
those with products that are heavily impacted by
COVID-19 and the China-US trade agreement, could
propose to increase the export VAT refund rate to
reduce export business costs. In fact, on 17 March
2020, the Ministry of Finance announced a policy to
grant a full refund for various products by increasing the
export VAT refund rates of 1,084 items to 13% and 380
items to 9% as from 20 March 2020.

Increasing consumption of certain consumer products
such as higher-quality goods. These products have been
subject to tariff reductions since 2015 and increasing
consumption likely will be a way to encourage steady
economic recovery.



e Increasing accessibility of pharmaceutical products by
making such products more affordable to patients
through a reduction in tariffs.

e Expansion of the CBEC retail import list. CBEC goods are
exempt from the registration requirement for first-time
importers, and enjoy preferential import tariff treatment
(i.e., no duty and 70% of standard VAT and
consumption tax levied within a set threshold).
Currently, the CBEC list includes 1,413 HS codes of
eligible goods.

e Reduction of import tariffs to encourage high-tech
machinery and components (such as those for 5G
devices), which currently can be sourced only from
foreign suppliers.

e Supporting companies with businesses involved in
energy conservation and environmental protection. For
example, companies that import new energy vehicles
could propose an adjustment to the HS code structure
or to lower the import tariff rates.

e Bolstering the supply of certain natural resource
products, such as wood and paper, by lowering the tariff
rates of such products.

Proposal submission

Businesses should submit proposals following the process of
the regional customs office in which they are registered.
Proposals also may be submitted to the GAC, the Ministry of
Commerce, the National Development and Reform
Commission, and industry associations.

The proposal should be short and concise, and provide an
overview of the products involved, any necessary background
information, the main issues under current tariff policies, and
suggestions to revise such policies.

Companies submitting a proposal should:

e Review the correctness of the HS codes of the products
involved;

e Assess the supply chain arrangements and tax burdens to
identify proposed tariff adjustments (considered in
conjunction with national economic policies and industry
issues);

e Prepare a data analysis to submit with the proposal that
contains evidence in support of the proposal; and

e Follow the appropriate process for submission of the
proposal and communicate thereafter with the customs
authorities to facilitate the adoption of the proposal.
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