Background

New

Challenge |eo

® |T and New Trading environment

- Global Production, E-commerce, Just-in-time
System, and Intra-firm Trade, Express industry

® The Customs focused on Customs processing

- Reduced the average clearance time to 1.5 hour

Need to focus on overall time of Clearance to

facilitate trade
- From arrival of cargo at port to final release
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Causes of
Causes of Delay Causes of Delay . Delay
= Lack of programs for L} Compliance with OGA L} Delays in
unloading during night time requirements (Quarantine, cargo removal
= Delay in manifest submission Safety, agriculture)
= Lax (5days) period of * Non-compliance to the period after
mandatory unloading of import declaration(lmonths)  acceptance,
declaration = Low rate of utilizing pre-entry otc
* long period of storage (Sdays) import declaration scheme, !
at bonded areas, etc. etc.
- Chronic congestion in cargo yards
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Implemented Measures

® Operated a 24-hour clearance system

® |nitiated a 24-hour unloading
at major ports

program at Pusan Customs ® Penalties on declarations made one month
® Reduced mandatory period of after arrival )
® Mandatory removal period of15 days
unloading declaration (5—3 days) from bonded areas after acceptance

® PDA assisted cargo examination :
® Simplified Customs transit procedures, etc «..:
at port areas (5—3 days) ® Introduced the Monthly Payment System

® Shortened the storage period
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i Import Acceptance
Jan. 2003 |ATival Bonded Area dect “removal
......................... 2.3 7.2 1:30 3.7
Dec. 2005 ’
------------------------- 14 3.0
o 2 a 6 8 10 12 14 16

x Time release could not subject to simple comparison between countries as
cargo processing procedures and measurement methods could be different by
country.

Wmmgﬁmdmmmmnmhﬂ
Yy | )

DEI VR |
= ]
=[] )
1S 1))
(A T 1

limejand]methodology:lEvery]monthjwithautomated]system

Achieving FacliitationjthroughiTRS

' »Second Phase

TRS by mode of transportation (june 2006)

Customs Stage

Arrival Stage OGA Stage
Mode ) 9 9 (C. Declaration, Total
(Warehousing, Day) | (OGA approval, Day)
Hour)
Air Cargo 0.6 1.91 1:02 2.53
Sea Cargo 2.17 4.4 2:00 6.69
Average 1.34 3.09 1:29 4.5

TRS exclud Ing holiday, long storage goods, own warchouse.....(Aug. 2006)/ Average Dev.

Arrival Stage OGA Stage Customs Stage

Mode ) (C. Declaration, Total
(Warehousing, Day) | (OGA approval, Day)
Hour)
Air Cargo 0.13/0.46 0.96/2.72 0:57/2:44 1.11/2.8
Sea Cargo 0.52/2.03 3.29//6.89 1:55/5:58 3.94/7.26

Average 0.26/1.23 3.09/4.65 1:16/4:07 2.4/4.91




(Customersihave]different{opinions}
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Trader A - 18days 8days
Trader B - 8days 4days
Trader ¢ - 2.8days 1.5days 1.5days 4.5days 8days
average 9.6days 4.5days |_ “3days SETiationIoR 6_5+d3;;d:ys |
Satisfied with sharp reduction E Complaints about huge deviation g

< Business needs reliable & homogenous release for Just-In-Time production/delivery

1
s / loglstics service : Speed W) quality |

distinction ‘03 ‘04 ‘05 Average
A. deviation 19.7 141 132 14.3
reduction(%) - 28 % % 10%

PllotiProjects

< Starting with the semiconductor industry to expand it to other sectors:
Deviation in semiconductor industry : ('05) 6.49days => ("06) 4.54days

6.49days -> [ Y Telecommunication, [ 5Y
454days electronic & etc
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Adopting GOLF

< GOLF ( Go and see + Listen to field + Feel)

Surveying semiconductor industry

< To identify bottlenecks and listen to the voice of customers in the field

- survey :’06.3.6 ~ 3.10(5days) with 50semiconductor manufacturers

TRS Average deviation
Industry Customer Review Industry Customer Review result;
average demand result average demand New goals
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Analysis of 4.5 day average TRS

140,000~ < Cargoes requiring over 5days TRS amounts 17% of all declarations

120,000- < Average deviation 13.2days => 1.33 g level
100,000~
80,000~
60,000~
40,000~
20,000~
0-

| | | | | |
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DMAIC technique

Arrival Preparation L Clearance
Problems problems problems
. = Low utilization of pre-entry import = Delay in acceptance in
" Lac!( of \.Norkf.orce for unloading declaration, 8 hour clearance the absence of the
during night time t X
system person in charge

Delay in manifest submission (5%)
Higher review rate on bonded
transportation (30%)

Avoidance of 24 hour declaration
by customs brokers
Unnecessary stockpile of raw

materials
1 - —_— 4

© Automatic acceptance of bonded transportation 70% -> 80%

Excessive workload for

each officer

© Exemption of inspection for highly compliant businesses

© 24hour automatic acceptance of usage for bonded factories

© Special Consultation to semiconductor manufacturers with excessive average deviation
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Semiconductor

(*Q3) =» 4.45 ('06.8) : decreased 30% year on year

('05) => 11.05 ('06.8) : decreased16% year on year
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EJReducingflogistics]Cost

CRTRSIto}15days(97)Xto}2!3]days(i10)
o
¥Annuallcostisavinglaround|US$i2¥7]billion)

EYQusitysenviceftogtheXiradelcommuinity,
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M GIycontrol|by[thelstandardldeviation
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sl creasing{Customgsisoftipower
SRRising|integrityATransparency;YAccountabilityfand!

Responsivenesslof{KCS]

BFavorableJAssessmentifromiirade]Communityj
MFavorableltreatmentifrom|legislation](budget)l&}

(OGAS IsIcooperation]

S Highly/evaluated|retumlonlinvestment]in[Customsautomation

aaloballRecognition

2 Hong Kong SAR, China

3  Estonia 13
4  Korea, Rep. 14
5 United Arab Emirates 15
6 Finland 16
7  Denmark 17
8 Sweden 18
9 Norway 19
10 |Israel 20

Thanks very
much for
your time!
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Germany
United Kingdom
Netherlands
Latvia

Japan

Thailand

Saudi Arabia
Cyprus

United States
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