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Regulation’s Main Points

China will implement the cross-border e-commerce retail sales import tax policy and

parcel tax policy in April 8" 2016

Official website of the Ministry, March 24, in order to create a market environment for fair
competition and promoting healthy development of cross-border e-commerce, approved by the
State Council, with effect from April 8, 2016, China will implement the cross-border e-commerce
retail sales (business to consumer, or B2C) import tax policies, and synchronizing adjustment parcel
tax policy.

At present, for personal use, a reasonable number of cross-border electronic commerce, retailing
and import commodities in actual operation parcel tax according to postal articles. parcel tax is
property of imported articles other than trade, tariffs and import value-added tax, consumption tax
of three tax levy, tax rates are generally lower than synthesis rates of similar imported goods. Cross-
border e-commerce, retailing and import goods through the postal channel entry, but differs from
the traditional trade of file notes, separation of passenger luggage, friends’ gifts items, trading with
trading properties, link and parcel tax only, overall tax level is lower than the domestic sales of the
same general trade imports and excise tax forms of unfair competition. To this end, the policy on
cross-border e-commerce retail imports goods tariffs and import value-added tax and consumption
tax.

Tax on cross-border electronic commerce, retailing and import commodities in accordance with the
goods at the same time, take into account most of the reasonable demand of consumers, policies
will be single transaction limits by mail 1000 RMB in tax policy (Hong Kong, Macao is 800 RMB) up to
2000 RMB, and set annual individual transaction limit of 20000 RMB. Within limits imports of cross-
border e-commerce, retailing and import goods, temporary tariff rates are set to 0%, import value-
added tax, consumption tax abolition shall be exempt from tax, a provisional statutory tax liability is
imposed by the 70%. More than a single limit, accumulated over the personal annual limit for single
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transaction, as well as the duty-paid price of limit values of more than 2000 RMB a single indivisible
goods, in accordance with general trade taxes in full. To meet the needs of day-to-day collection
operations, relevant departments will develop the cross-border electronic commerce, retailing and
import commodities list and announced separately.

Taking into account current regulatory conditions, for the time being will be able to provide trading,
payment, logistics and other electronic information of cross-border electronic commerce, retailing
and import products into the scope of policy implementation. Not part of the cross-border electronic
commerce, retailing and import of personal belongings and unable to provide for electronic
information cross-border e-commerce and retail imports will remain according to the current
regulations.

While, for optimization items structure, convenient passenger and consumers declared, and tax,
improve clearance efficiency, China will synchronization adjustment line parcel tax policy, will
currently of four document items (corresponds to tax respectively for 10%, and 20%, and 30%, and
50%) adjustment for three document, which, items 1 main for MFN tax for zero of commodity, items
3 main for levy consumption tax of high-end consumer, other commodity return into items 2. After
adjusting for all taxable items goods and parcel tax comprehensive rates broadly in line with the
similar imported goods, items 1, 2, 3 tax rates, respectively for 15%, and 30%, and 60%.

The implementation of the two policy, will help to support emerging industry and traditional
industry, foreign goods and domestic goods fair competition and improve market efficiency and
promote common development. After the implementation of policy, for the development of cross-
border e-commerce in China to create stable, unified tax policy, guide e-commerce enterprises to
carry out fair competition, encourages business model innovation, promote the healthy
development of cross-border e-commerce, and will be conducive to enhancing the customer
experience, protect the legitimate rights and interests of consumers.

Cross-border e-commerce business to business (B2B) import line under general trade imports of
finished goods, in accordance with the existing taxation policies.
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P.S As you know that goods sold via the online trading platforms launched by these e-commerce
zones are subject to the so-called “parcel tax,” which is much lower than the normal custom duties
(i.e., import tariffs, value-added tax and consumption tax if applicable). Foreign merchants operating
businesses with/in the zones may choose one of the following two approaches when selling directly
to Chinese consumers:

« Direct Shipping Model (B2C)
Under the direct sale model, foreign manufacturers maintain warehouses in their home countries
and send goods to customers after they have made orders online. Under this model, it becomes
easier for the manufacturers to oversee the storage process and provide customers with a variety of
products. However, it usually takes longer before the customers receive the goods as it involves a
relatively more complicated customs clearance procedure.

+ Bonded Warehouse Model (B2B or B2C)
Under the bonded warehouse model, investors may set up a warehouse within their respective E-
commerce zone. Goods will then be transported and stored temporarily within the warehouse under
the Customs supervision before they are delivered to domestic customers. In this case, exporters
need to determine if the quantity of their products sent to China is reasonable and can be sold
within a given period.

Except this official document published by the Ministry of Finance, we also collect some information
from the mainstream media of China for your references as below:

*  11.9% VAT will be applied for food and infant formula in Free Trade Zone.
e 11.9% VAT and 21% consumption tax will be applied for cosmetics in Free Trade Zone.
*  Customers don’t have to pay parcel tax when the tax amount is under RMB 50.
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