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In Detail

On 17 October 2020, China’s top legislature promulgated the “Export Control Law”, enhancing in China's export
control legislation, and improving the legislative system. The new law takes effect from 1 December 2020. The
purpose and the focus of the law is to “safeguard the national security and interests". China may, in light of the
actual situation, take reciprocal measures against any country or region, which has abused the export control
measures to endanger China's national security and interests. The main content of the law is as follows:

1. Controlled items
The export controlled items under the “Export Control Law” are classified into four categories:
a) Dual-usage items (items capable for usage in both civil and military areas);
b) Military products;
¢) Nuclear; and
d) Other goods, technologies, services related to national security and interests.

2. Centralized control system

China adopts a centralized export control system, by means of control lists, directories, catalogues, or
export permits, etc.

a) Control lists, directories or catalogues

The state adopts a listing approach over export control items, which may come in two forms:

® A control list issued by the responsible authority governing export control;
B Atemporary control list to be issued when necessary (with a duration of maximum two years).

b) Export permits

®  Controlled importers and end-users

Exporters are not allowed to trade with those importers and end-users named in the control lists.
However, under certain special circumstances, the exporters may apply for a concession, subject
to the approval by the authority in charge of the export control.

Further, the importers and end-users can apply to the state's export control authority for removing
them from the control list, if satisfying the conditions.

®  Controlled items

Exporters are required to apply for an export permit from the state's export control authority in
advance for exporting any controlled items or temporarily controlled items named on an export
control list, which covers goods, technologies or services that may bear the following risks:

- Endangering national security and interests;

- To be used in the design, development, production or operation of weapons capable of mass
destruction, or for their means of delivery; or

- To be used for terrorist purposes.
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3. Strengthening supervision and management

The “Export Control Law” has carried two sections: "Supervision and Administration"(chapter 3) and "Legal
Liability"(chapter 4), which stipulate the supervision, the management functions and the responsibility of the
authority governing the export control, the obligations of enterprises and individuals, and the penalty over
illegal activities. They are formulated for strengthening the risk management over end-users and end-
usage, and emphasizing the requirements on the establishment of a compliance system in enterprises.

WTS observation

Compared with its draft version released for public consultation earlier, the law’s final version has further
strengthened the control over "technical documentation and relevant data".

The new law has further enhanced the administration of end-users and end-usage of controlled items,
empowered the enforcement authority with a stronger export control capability, and intensified the penalty

measures.

Enterprises are urged to keep a close eye on the export control lists issued by the export control authority, and
establish an internal compliance system for export control.
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The above information is intended for general information on the stated subjects and is not exhaustive treatment of any subject.
Thus, the content of this Infoletter is not intended to replace professional tax advice on the covered subjects. WTS China Co.,
Ltd. cannot take responsibility for the topicality, completeness or quality of the information provided. None of the information
contained in this Infoletter is meant to replace a personal consultation. Liability claims regarding damage caused by the use or
disuse of any information provided, including any kind of information which is incomplete or incorrect, will therefore be rejected.
If you wish to receive the advice of WTS China Co., Ltd., please make contact with one of our advisors. All copyright is strictly

reserved by WTS China Co., Ltd.
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