BRIEFS OF CALCULATING CHINESE IMPORT DUTY/VAT/CONSUMING TAX/CUSTOMS SUPERVISION FEE

1. Import duty

1. Calculation of import duty

Import duty = import price post various taxes × import duty rate 

Note:

All import duty shall be submitted in RMB currency. In case the import goods are paid in foreign currency, the import duty will be converted to Chinese RMB according to exchange rate.

Calculation ways of import duty on basis of payment term FOB, CFR, and CIF: 

a). Import goods in CIF payment term.  
Example
A Chinese Import & Export Company purchases steel bar 100,000 kg from US, payment term is CIF Xingang 125, 000 USD 

Exchange rate of USD vs. RMB in Bank of China on date of customs declaratio： 
100 USD = 847.26 RMB (buy in) 
100 USD= 857.18 RMB (sell out) 
Average exchange rate of 100 USD  = （847.26+857.18）÷2=852.22 RMB

Import duty to be charged when import goods: 

（1） Defined import duty rate for Steel Bar in China customs code catalogue： 15%.
（2）Change the price into RMB according to the exchange rate published by Bank of China on date of customs declaration:  
1 USD =8.5222 RMB (average exchange rate)
The base price for calculating import duty =125, 000×8.5222=1 065 275 RMB 
（3） Import duty amount to: 1 065 275 RMB ×15%=159 791.25 RMB 

b). Import goods in payment term FOB or CFR, price shall be converted to CIF price before import duty is calculated and charged. 
Example:
 
A Chinese company imports steel panel 200,000kg, payment term is FOB London 2.5 ponds/kg, the unit freight cost is 0.5 pond/kg, insurance，insurance rate is 0.25%. 

Exchange rate of London Pond vs. RMB on date of customs declaration: 
1 pond =11.2683 RMB (buy in) 
1 pond =11.8857 RMB (sell out) 
Average exchange rate of 1 Pond = (11.2683+11.8857）RMB ÷2 = 11.577 RMB
 

Import price post taxes =（FOB price + freight）/（1- insurance rate）=（2.5+0.5）/（1-0.25%） 
=3.0075RMB

In case London has a preferential duty rate of 10% on import steel panel in China,
Then：Import duty =3.0075 × 200 000 ×10%=60 150 RMB 

2. Consuming tax (Luxury tax)

1. Consuming tax

In accordance with Chinese Consuming Tax Temporary Regulation, Chinese government (customs) charges a certain amount of consuming tax to several kinds of goods:

Category 1: Special goods do harm to body healthy and damage environment: e.g. cigarette, alcohol, firecrack;

Category 2: Luxury goods that are not necessary living goods, such as expensive jewelry, jade, decoration products, watch, skin protection products, etc. 

Category 3: Energy consuming goods, such as sedan, motor cycle, automobile tire

Category 4: Crude oil product, petrol, diesel, gas, etc. 

2. Calculation of consuming tax 
First get post taxes price = “(cost price + freight fee) of the import goods + import duty". 

Base price for calculating consuming tax =（post taxes price + import duty）÷（1－ consuming tax rate） 
Consuming tax = Base price × consuming tax rate 

Example:
A Chinese company imports sedans at FOB Yokohama 10 000 000 JPY，freight cost is 200 000 JPY, insurance rate is 5‰, consuming tax for sedan is 8%. Average exchange rate of 100 000 JPY is 8 500 RMB. 

Post taxes price =（10 000 000+200 000）/（1－5‰）=10 251 256.28141 
10 251 256.28141 × 8500 ÷ 100 000 = 871 356.7839196 ≈ 871357 RMB
Import sedan has an import duty rate 80%，then import duty amount is 871 357 RMB × 80% = 697 085.6RMB


Then the consuming tax base price = (871357 RMB ＋ 697085.6 RMB)/(1－8%) = 1704828.91RMB ≈ 1704829 RMB 

Consuming tax =1704829×8%=136386.32 RMB 

3. VAT 
（1）VAT tax rate 
Usually the VAT tax rate is 17%，goods critical to the country’s operation and people’s living is lower, e.g. 13%. 

（2）Base price for calculating VAT tax 
In accordance with Chinese VAT Temporary Regulation, Chinese government (customs) charges a certain amount of VAT tax for import goods; export goods from China will not have VAT charged. VAT tax is also charged for goods brought with hand or mailed by courier when goods come into China territory, and VAT tax is charged together with import duty. 


Base price for calculating VAT tax = post taxes price + import duty + consuming tax 
VAT tax payable = Base price for calculating VAT tax × VAT rate 

Example: 
A Chinese import & export company purchases a CNC machine on behalf of a watch maker, the CNC machine FOB price is FOB Antwerp SFr223343，freight cost RMB42240，insurance rate is 0.3%, Average exchange rate of SFR on date of customs declaration is SFR100 = RMB387.055。 

Post taxes price = 223343×387.055÷100=864 460.24865 RMB 
(864460.24865 + 42240)/(1－0.3%) = 909 428.5342528 RMB ≈ 909 429 RMB

CNC machine has an import duty rate 15%，then the Base price for calculating import duty shall be 909 429×15%=136 414.35 RMB

CNC machine does not have a consuming tax, so the consuming tax is 0.

Then the VAT tax base price = 909 429 + 136 414.35 = 1045843.35 RMB
VAT shall be paid = 1045843.35 ×17% = 177 793.31 RMB

4. CUSTOMS SUPERVISION FEE
Customs supervision fee refers to Chinese customs charges a certain amount of fee on the supervising, managing imported goods, tax-exempted goods, or tax free goods from importer. 

Customs supervision fee = CIF price × appropriate supervision fee rate
Example:

Import components for export machine, CIF Shanghai 180000 RMB, customs supervision fee = 180 000×1‰=180 RMB
