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FHKI

4 October 2006
MEMORANDUM TOALL MEMBERS

Survey on Adjustment of Export Tax Rebate Rates and Revision of the List of Prohibited
Category of Processing Trade in the Mainland

Our previous memo (Ref No 2006/247 dated 18 September 2006) informed members
that the Ministry of Finance, the State Development and Reform Commission, the Ministry of
Commerce, the General Administration of Customs and the State Administration of Taxation
have jointly issued a circular “ Adjustment of the Export Tax Rebate Rates for Certain Goods
and Revision of the List of Prohibited Category of Processing Trade” [Caishui(2006)No. 139].
Starting 15 September 2006, export tax rebate rates for certain goods will be adjusted whilst
the revised list of prohibited category of processing trade will be effective.

Apart from adjusting the export tax rebate rates for certain goods, export tax rebates on
the following goods will be abolished:

All non-metallic minerals listed under Chapter 25 of the Import and Export Tariff Rules
( 25 ) except sat and cement; coal; natural gas, paraffin, asphalt, silicon,
arsenic, stone materials, nonferrous metal and scraps.

metallic ceramics, 25 kinds of pesticides, some finished leather, lead-acid batteries,
mercury-oxide batteries.

fine goat wool, fuel wood, wood sleepers, corks and some primary wood products.
For details of the lists of goods affected, please refer to the following website:

http://www.mofcom.gov.cn/accessory/200609/1158299499802.x1s

According to the Notice, goods that are already on or have been added to the list of zero
export rebates will be included in the list of prohibited category of processing trade. Goods
fall under such list are subject to import tariff and other import-related taxes. For processing
trade that have obtained approval and registered with the Customs before 15 September 2006,
the old export rebate rates will still be applied. Nevertheless, if the production and export of
the goods cannot be completed within the stipulated time, no application for extension of the
deadline will be accepted. In the circumstances, the requirements concerning domestic sales
will become applicable.

Furthermore, the Hong Kong Economic & Trade Office in Guangdong has recently
informed us that the Mainland intended to modify its policy on processing trade by including
textiles and garments, shoes, bags, furniture, plastic materials and products in the list of
restricted category of processing trade. According to the report of the 21% Century Business
Herald (21 ), for materials and parts imported by the enterprises for_goods
falling within the restricted category, enterprises will be required to pay customs duty deposit
in an amount equivalent to related import tariff and other import-related value-added taxes.
This cash deposit will be refunded, with interest, to enterprises after goods have been




processed and exported and customs verification procedures are completed within the
stipulated time. It was speculated that such new policy may be implemented by the end of

this year.

Adjustment of export tax rebate rates and the speculated implementation of new
processing trade policy will have severe repercussion on Hong Kong manufacturers operating
in the Mainland. In view of this, the Federation is conducting a survey to gather members
views on the issues so as to assess the impact of the above measures on Hong Kong
manufacturers. Members comments will be collated in the Federation’s submission to
respective authorities.

Members are invited to complete the attached questionnaire (only Chinese version is
available) and return it to the Federation by 9 October 2006 (Fax No.: 2721 3494).
Members are assured that all information supplied in this survey will be treated in strict
confidence. For enquiries, please contact Mr Jeffreys Tsang at 2732 3197.

Policy, Research and Communications Division
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