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Introduction

This book aims at offering an easy guide and quick reference to the trade and customs law of China. It is a
reference manual for corporate counsel, corporate executives as well as other professionals with a ‘need to
know’.

The scope of the guide and reference are more focused on trade in goods, and thereby trade in services is rarely
mentioned. There are twelve chapters in this book.

Chapter 1, ‘Overview of China Customs and Trade Laws’, introduces the hierarchy of the law and the history of
customs and trade law, customs and trade law per se, the impact of the World Trade Organization and World
Customs Organization on the China customs and trade law, and the process of developing and issuing law.

Chapter 2, ‘Administration of Customs and Trade Laws’, provides information on the main responsibilities of
such authorities as General Administration of Customs, Ministry of Commerce, General Administration of
Quality Supervision, Inspection and Quarantine, etc.

Following Chapters 1 and 2, the general import and export procedures are introduced in Chapter 3. In addition to
discussing documents, import/export licensing, commodity inspection, and customs duty, Chapter 3 introduces
some Chinese-specific topics, for example importer/exporter of record, customs broker, enterprise classifica-
tion system, foreign exchange controls for trade payables/receivables and export VAT refund.

Chapters 4, 5 and 6 provide an introduction on ‘tariff classification of goods’, ‘customs valuation of goods’ and
‘country of origin’. Chapter 7 navigates the China’s free trade agreements with other countries.

Processing Trade (bonded manufacturing) is introduced in Chapter 8. In this Chapter, various concepts are
introduced, such as contract manufacturing, toll manufacturing, full/semi-bonded operating model, customs
handbook, and bonded transfer.

In Chapter 9, Bonded Logistics Centre, Bonded Logistics Park, Bonded Port Area, Bonded Warehouse, Export
Bonded Warehouse, Export Processing Zone, Free Trade Zone, Integrated Bonded Zone are introduced and
compared.

Chapters 10 and 11 provide readers with an overview of duty exemption and reduction policy. Among others,
Chapter 10 introduces the Duty-Exempt Capital Equipment and Chapter 11 introduces other situations where
duty exemption or reduction can be applied, such as repair goods, leasing trade, duty-free goods, sale by
consignment, temporary import/ export goods, exhibition goods, samples/ advertisement, free exchange, dona-
tion goods, and direct return cargo.

Chapter 12, *Audits and Investigations’, introduces the law and practice in relation to customs audits and
investigations and financial penalties. Voluntary disclosures and administrative and legal remedies are also
mentioned in this chapter.

Last but not the least, Chapter 13, ‘Import and Export Controls’, introduces the law and practice in relation to
non-proliferation processes, controls over nuclear, biological, chemical, missile and other sensitive items and
technologies as well as military products. This Chapter covers control lists, licensing management system,
end-user/end-use certification, and the ‘catch all’ provision.

In addition to the legal provisions, certain practical challenges in some areas are introduced in the chapters as
well for the information of the readers.
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CHAPTER 1

OVERVIEW OF CHINA CUSTOMS AND TRADE LAWS

Introduction This chapter introduces the history, content and development of the
customs and trade laws in China.

In this chapter This chapter has six sections:

Section Title Page

A Hierarchy of Law and History of Customs
and Trade Laws 1-2

B Introduction of Customs Law 1-9
C Introduction of Trade Law 1-19
D Impact of the World Customs Organization 1-26
E Impact of the World Trade Organization 1-31
F The Process of Developing and Issuing Laws 1-34
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CHAPTER 1. Overview of China Customs and Trade Laws

A. Hierarchy of Law and History of Customs and Trade Law

Hierarchy of
law in China

Prior to introducing the history of China customs and trade law, we will
brief the hierarchy of law in China.

1. Law

Law in China is legislated, amended and adopted by the National
People’s Congress (NPC) or its Standing Committee, signed by the
President and interpreted by the NPC’s Standing Committee.’ The Law
in China is also subordinated to the constitution law enacted in China.
The scope of validity covers all territories of China. Under the legal
framework of China customs and trade law, the Customs Law of the
People’s Republic of China (PRC)” and the Foreign Trade Law of the
PRC? are two of the most fundamental laws. The Import and Export
Commodity Inspection Law of the PRC" is another related law.

2. National Regulations

National regulations are made by the State Council and signed by the
Premier of the State Council.” National regulations are subordinated to
law and constitution. Under the legal framework of China customs and
trade law national regulations include, but are not limited to, the
following legal documents related to customs and trade affairs:

a. Ordinance of Customs Warranty Practice for People’s Republic
of China, State Council Order [2010] No. 581.

b. Regulation of the People’s Republic of China on Foreign
Exchange Administration, State Council Order [2008] No. 532.

¢ Regulation of the People’s Republic of China on the
Administration of the Import and Export of Endangered Species
of Wild Fauna and Flora, State Council Order [2006] No. 465.

d. Implementation Regulation for People’s Republic of China
Import and Export Commodity Inspection Laws, State Council
Order [2005] No. 447.

1 Articles 7, 23, 41 and 42, Law of Legislation of People’s Republic of China, adopted by the NPC on
15 Mar. 2000, President Order [2000] No. 31.

2 Customs Law of People’s Republic of China, amended by the Standing Committee of the NPC on 8 Jul.
2000, President Order [2000] No. 35.

Foreign Trade Law of People’s Republic of China, amended by the Standing Committee of the NPC on

6 Apr. 2004, President Order [2004] No. 15.

Import and Export Commodity Inspection Law of People’s Republic of China, amended by the Standing

Committee of the NPC on 28 Apr. 2002, President Order [2002] No. 67.
5 Article 56, Legislation Law, President Order [2000] No. 31.

1-2



A. Hierarchy of Law and History of Customs and Trade Law

& Implementation Regulation of the People’s Republic of China on
Customs Administrative Punishment, State Council Order [2004]
No. 420.

L. Regulation of the People’s Republic of China on Rules of Origin
of Imports and Exports, State Council Order [2004] No. 416.

g. Regulation of the People’s Republic of China on Import and
Export Duties, State Council Order [2003] No. 392.

h. Regulation of the People’s Republic of China on Administration
of the Import and Export of Goods, State Council Order [2001]
No. 322.

1. Regulations of the People’s Republic of China on Customs Audit
and Investigation, State Council Order [1997] No. 209.

3. Administrative Rules

At a national level, there is another set of legal pronouncements, namely
administrative rules. They are made by the ministries, commissions or
other organizations directly under the State Council, and are signed by
ministers of the ministries, commissions or other organizations directly
under the State Council. Accordingly, the administrative rules are
inferior to national regulations made by the State Council. The
following rules in relation to customs and trade law are some examples
of administrative rules:

a. Administrative Measures for Country of Origin of Import and
Export Goods under Economic Cooperation Framework
Agreement of P.R.C. Customs, GAC Order [2010] No. 200.

b. Administration Measure on Classification of Enterprises, GAC
Order [2010] No. 197.
c. The Decision for Revision of <Supervision Measures of P.R.C.

Customs on Processing Trade, GAC Order [2010] No. 195.

d. Administrative Measures for CCC, AQSIQ Order [2009]
No. 117.

€ Administrative Measures for the Export License of Goods,
MOFCOM Order [2008] No. 11.

f. Administrative Measures for the Import of Electromechanical
Products, MOFCOM, GAC, AQSIQ Joint Order [2008] No. 7.

g. Implementation Measures for the Automatic Import License of
Electromechanical Products, MOFCOM, GAC Joint Order
[2008] No. 6.

h. Administrative Measures for the Import of Key Used
Electromechanical Products, MOFCOM, GAC, AQSIQ Joint
Order [2008] No. 5.

1. Administrative Measures of Customs on Classification of Import
and Export Goods, GAC Order [2007] No. 158.
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‘A Administrative Measures for the Automatic Import License of
Goods, MOFCOM, GAC Order [2007] No. 26.

k. Measures of the General Administration of Customs (GAC) of
PRC for the Examination and Determination of the Dutiable
Value for Imports and Exports, GAC Order [2006] No. 148.

1. Administrative Measures for the Import and Export of Chemicals
Liable to Produce Poison, MOFCOM [2006] No. 7.

m.  Administrative Measure for Registration of Customs Broker
Enterprise, GAC Order [2005] No. 127.

n. Administrative Measures for the Import License of Goods,
MOFCOM Order [2004] No. 27.

0. Implementation Measures for Administrative Reconsideration of
the Ministry of Commerce, MOFCOM Order [2004] No. 7.

p. Administrative Measure for Customs Declaration, GAC Order
[2003] No. 103.

q. Measures of Inspection Exemption for Import/Export Goods,

AQSIQ Order [2002] No. 23.

4. Other Legal Documents

In practice, the authorities and organizations under the State Council
also issue announcements, circulars, notices and other legal documents,
which, in effect, are the supplementary provisions of the administrative
rules signed by the heads of the authorities and organizations under the
State Council. They are practically deemed as administrative rules.
Such legal documents as Ministry of Commerce (MOFCOM) Circular
Shangjidianzi [2006] No. 5 in relation to customs and trade is an
example of this type of document.

History of As the Customs Law of the PRC and Foreign Trade Law of the PRC are
customs and fundamental within the legal framework of customs and trade law, the
trade law two laws legislation history are introduced as follows.

1.  Short History of Customs Law®

a. Preliminary Period

Since the Decision on Tariff Policy and Customs was issued by the
central government in January 1950, the fundamental guideline on

construction of Customs was established and the decision to draft
customs law and regulations has been made. The first customs law of

6  <http://lasa.customs.gov.cn/>.
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