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. TERAEEXSNRRAE

Partl Development Process
(— ) BHEEEXBEARHEMERDM SISt

I. Brief Overview
1, 1990%F--1996F , B KB, HREN19905F6

A , ESBR#tETE EBASHFIRLARBTX, 1990-1996: starting stage.
Symbolized by the establishment of Shanghai Waigaoqiao Bonded Area in June

1990 with the approval of the State Council.
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. 19974--2004%F , RELBH, FENESRM#E T
SHEREERXE (RBEYREX, HONIX, $5%5
Fi%% ) ., 1997-2004: fast development stage.
Symbolized by the establishment of various special
customs control areas with the approval of the State
Council (bonded logistics parks, export processing
zones, diamond exchange, etc.)
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. 2005 LUk  BEREH, HRENE

approval of the State Council.
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IR RBIEBX, As of 2005: integrationand 7 ) i
transformation stage. Symbolized by the establishment
of Yangshan Bonded Port Area in Shanghai with the



(=) BHRUERARLRKR
Types and Number of Special Customs

Control Areas
#H1E2008F4 A A AR 3 MFHREE X Hep
By April 2008, there are 93 such areas.
AEHAEKX : 541 Bonded Port Areas: 5
FEaFRBERX : 24 Composite Bonded Industrial Parks: 2
ARBX : 159 Bonded Areas: 15
ERBEYREX : 84 Bonded Logistics Parks: 8
HOMIX : 604 Export Processing Zones: 60
J:??;jﬁﬁ?ﬁ%ﬁﬁs KREBRETIILX, PIERENEFRIRS
=2 TN

Shanghai Diamond Exchange, Zhuhai-Macao Industrial Area
nd China-Kazakhstan Horgos International Border
ﬂf g?peratlon Center




= ) BHRUERELEIRR IS
Status Quo and Characteristics:

1. FREEXEHBEEIARREE | REKITUER K AAPEINES
EERXNMXLFTHNERERR.

Remarkably effective in attracting investment; overall strength is
increasing; concentration of huge foreign mvestment important
engines for regional economic growth.

LRBX N B , BE2006F K | Elﬂlﬁ%ﬁlii-%lﬂttlﬁ&jﬁu A7
,E¢9$m$ﬁﬁm120ﬁzz % B REM720 5112w | SRFIAN
?7:381 861Z2%E 5. 20065 |, EIJIEH%@%I:;LEJF'%%H&ALEMM%24z

FHY F2000FERY6.712, 1996&&’13001.3,;5%%11& ~%£1608.8912
7|:  FYF2000FEH3.21Z. 1996FHI46.94Z,

By the end of 2006, in Chinese bonded areas, 44,000 enterprises had
been set up (20, 000 are foreign-invested ones) and attracted $72.051
billion investment, with the contract foreign investment standing at
$38.186 billion. In 2006, sales revenue in Chinese bonded areas
reached $1,013,620,000,000 ($1.01362 trillion), equivalent to 6.7 times
that of 2000 or 30 times that of 1996. Tax revenue reached

E MB60.889 billion yuan, equivalent to 3.2 times that of 2000 or 46.9
Igs that of 1996. 7

A



HREEXHBANESIRERE B, WARNMIIIERE,

erall functions have been given effective play, with prominent functlons In trade
logistics and processing.

EfRBRZFHE , 2006F F EFEB X E O{EXF1090.012%E T , FHEEK
23.00/0, IJ_'_lq:'.l_tHD EE’JG.ZO/Oo

In terms of international trade, in 2006, import and export value in Chinese bonded
areas reached $109 billion, a year-on-year growth of 23%, accounting for 6.2%
of the total value of China’s foreign trade.

HAMTIEE , RREXERAFELOMIT L NS EF LN EEEM,
2006 , FEARBXEIM T H7={E2592.96/Z T , ELLEK22.2%,

With regard to export processing, bonded areas have become important bases for
China’s export processing industry and high-tech industry. In 2006, Chinese
bonded areas realized the total industrial output of RMB259.296 billion yuan, a
year-on-year growth of 22.2%.

RUBRYRILE , EATRBCH. URSK. F=ZFMRFEEIINAHI
B, HUgE T TIHMNER SR, 20065 , FEARB XY RAIE A
K A2579.811Z 7T , FILLEK21.0%, Regarding bonded logistics, there has
been a development process from traditional functions to modern ones, i.e.

_ from bonded warehousing to logistics distribution to third-party logistics, with
ﬁi‘x Z}M%gjlunctlons expanded and deepened . In 2006, in Chinese bonded areas the 4

turnover of logistics enterprises reached RMB257.981 billion yuan, a year-on-
vear arowth of 21%.



THAAFNARL  BHRUERANEETIRRNESALE.
Playing an important and integral part in regional economic
development.

L EBAESHRHEX NG : BL2006F K , LBAEHFERKE
IT#HHOE{E1723.9312% T ; &£EKFUK1686.8312 T , FHEBFEFL
BHW1984Z 7t ; #H/EDIE 95644 , KEMANMNERMt X ; #5500
R A28 EF |, HIRA311NIE |, Re|IRALEEN132.0912%E
7C ; XA M AB17.98 A , EFRAFETIEAGZSI00A,

In Shanghai Waigaogiao Bonded Areas, by the end of 2006, the
accumulated import and export value reached $172.393 billion;
various tax revenue reached RMB 168.683 billion yuan or equivalent
to 19.8 billion yuan per square kilometre; 9564 projects with
investment from 94 countries or regions were approved; 128 of the
Top 500 established presence here which invested in 311 projects,
the total investment reaching $13.209 billion; 179,800 people are
employed here, among whom 8900 are foreigners.
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l. Functions and Management System
( — ) 455 % B XiF 8l 2 Definition
( =) 5% K E XEH W B R Tax Policies
( =) ¥%xE T X I EEE L Functions
(M) %R EXiEEEAES
Management System

() FrREEXEZEERN
Operational Model
(75 ) %G E X £ 24k R Legal Framework

"
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( — ) #i:ZDefinition

BHREEXBE—EERN TATEIFTAERERN— X E 555k
BR , REUS3I R ERREHITHEENXE. SAREEXBERLEAR
HMERANHEMX zE , N REFEBXREEERNIBEIRE,
BhEEXEAMORESKREE XETREBEMAMEL , fREeRE
AL B AR BESHREEXBRERE. BhREEXEHEBXKE
BN EXIE, Special Customs Control Areas are those areas where,
in order to apply policies other than those applied to general areas
within the customs territory of a country, the State grants special
customs control policies. Between such areas and other areas within of
the PRC (i.e. Elsewhere in the PRC ), isolation premises compliant with
customs oversight requirements shall be set up. In such areas, only the
presence of administrative bodies and enterprises is allowed, and
except security personnel, other people shall not reside in such areas.

¥, 2/Qg‘.ﬁ?ljzcézlh areas are specific areas under customs control.
'H.R . _-l--\:_ 11
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(=) BARUEREBKEE

Tax Policies in Such Areas *

. B Tax policies

( ) EA S ) A X R Bibonded entry for foreign goods

(2) KAV HRRMAEEOXM. ERAKYAXNSEREAXER | &
KIZBERIMEMLEMR, Duties are exempted for exports of goods in such

areas. For domestic goods entering such areas when export duties are leviable,
customs will collect duties according to relevant provisions.

(3) ERNEMAXIBRF ( UL EIL ) Tax are rebated for domestic goods

entering such areas (excluding bonded areas)

(4) XAMI™mA YW EB Products processed in such areas are exempted
from VAT.

(5) RAEFENEMREERIEFAFENIEE, RENEMCEEZYE
T LA B ; Machinery, equipment and other infrastructure construction
materials required for the construction of production-type infrastructure
projects are exempt from duty and tax ;

&L
. 2008-7-24 12
&Y/




XAl BANES, EERENEHASERK

HAARREFBOEEBRY , £=ARS,

WREF] B, CHERBEMENYE. 8&F , TU%E 9

Bt ; The production and management equipment for own use by
enterprises in such areas, the reasonable quantities of office
articles for those enterprises, and the maintenance parts and
components needed by those enterprises, fuels for production

purposes, materials and equipment required for production plants
and warehousing premises are exempt from duty and tax.

(7)) BAAXBANRBEZHMIE, £FHEAMm

fiEFo In-bound means of transport and everyday consumption
articles for own use by enterprises in such areas will be subjected
to duty and tax.

(8) R"HREEXEBZANEYIRE, REEFERE
H AR T RERRERTRHIBEXRB W, Trade in goods and

circulation of goods between special control areas are exempt
from 1import and export taxes and other internal taxes covering
o mestic circulation.

h

. 2008-7-24 13




2. SUEK H TR % Exemption from certificates and other exemptions and
reductions.

XNERNzBE, HNEY , RERZEAE
S\, FERATHE OB, F TR,

Inbound and outbound goods between such areas and foreign territories, unless
otherwise provided for by the State, are not applicable by import and export
quotas and licenses.

MIBSAETHRTRIEZSAKEE  FEMNT
BETZERMKXEFEIRERS] , DAL iNSSRIR

Ei"%ﬁﬁ’—*& £ ; Processing trade is not applicable by the requirement of bank
deposit account. Engaging in processing trade shall not be restricted by the
standards of unit consumption set by a given regional customs or the State.
Enterprises declare faithfully, and customs verifies and writes off the
handbooks accordingly.

BRERBRELTENZLRRIBITHH{ ; Exemptions from duty and tax for
equipment do not need the approval of foreign trade authorities.

B IERB Y I Z 6 FBRPE ], No time limit for the storage of either
2008-7
",

Qnded or non-bonded goods.
124 14
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=) BHRKEEXEIE ELLFunctlons
REEBX, FERFEXIEE :

Functions of Bonded Port Areas and Composite Bonded Industrial
Parks:

(1) &BiLfEbonded warehousing
( 2 ) I &li&Eprocessing and manufacturing

( 3) Bt H O ¥ 3 2FE¥: O B Himport and export trade (including
entropot trade)

( 4 ) & mE Rcommodity exhibition
(5) EfREM, % HFBEEinternational procurement,

distribution and delivery
( 6 ) EBRA #international transit
(7) 8N, 41%, # Ktest, maintenance, and R&D
( 8 ) AO4Eport operations
# )g} 9 ) ZER it /ER H Al SFother business approved by customs
. 2008-7

b -7<24 15
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B HE X IhEE
Functions of Bonded Logistics Parks:
(1) RBi & f#Fbonded warehousing

(2 ) FIBER 2 00 T M #{E Ak S5 circulation-nature simple
processing and value-added services

(3) #HHORZBFEH O A Himport and export trade
(including entropot trade)

( 4 ) & G E ~commodity exhibition

(5) EfRXM. 28 HMEiXinternational procurement,
distribution and delivery

( 6 ) EFr# ¥international transit
(7) 8N, 4{Etest, maintenance, and R&D

(8 ) ZER it M H Al Fother business approved by
customs

¥, ’
", 2008-724 16
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. Functions of Bonded Areas:
) tr¥i 2 fbonded warehousing |
'ZﬁlJi_processing and manufacturing:

7 VR L 2

B2 S import and export

tr ade (mcludlng entropot trade)
w\commodlty exhibition

Functions of Export Processing Zones: export

processing

EFBMARZTINEE

e

HA,

WA
-ﬂfé/ﬁé‘éﬂitlﬁﬂﬁﬁﬂﬂﬁ?‘il

7(5?11%‘
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Functions of Shanghai Diamond Exchange: the
import and export of diamonds, their storage,
exhibition and entrusted processing, and other

4 };usmess approved by Customs
. 2008-7

-7<24
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BRREIE T X IhEE

Functions of Zhuhai-Macao Industrial Reglon

(1) &%t fFbonded warehousing

(2) bﬂ:%ﬂi_processing and manufacturing
(3)#HHORZBHFEF:OR Zimport and export
trade (mcludmg entropot trade)

(4) Bm ujxcommodﬂy exhibition

(5) EFRrEM, 7#EMEblEinternational
procurement, dlstrlbutlon and delivery

( 6 ) EfrH ¥:international transit

( 7 ) ¥4 {£test and maintenance

(8) #f#. BF disassembling and
reconditioning

0ol ) &< HtER H M) S5other business 18
" approved by customs




RERETE PR ESEHOINEE : -
ctions of China-Kazakhstan Horgos .
ernational Border Cooperation Center .

EFOXBALETHINSERN L EREES

AEIENES . POIEABESHR,. AmERM

HE, eEh, RERE. BLRSkE </

RS, HHBRXBEERLBES2WEF , UAF

a8, BRERRGITEXFTEBEPIL, A, FM

X4, Parties operating within the area of this center may engage in
activities not prohibited by the national legal provisions of the two
countries. Functions of this center include: commercial talks,
commodity exhibition and sales, warehousing and transportation,
hotels and restaurants, commercial services facilities, financial
services, convocation of regional international economic and trade

meetings, etc. Based on this platform, Horgos will be built into a hub
for trade with Central Asia, West Asia and Europe.

¥, ’
", 2008-724 19
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SKBEX R TREMINEE , BLERBTHRE  EXABEERDE,
EEREE, ERFEXW, BFEEOBRZMEOMNIFWLS, REEXH
BEOEL, REDR. ARRNISEXARENINE. ERENBX
BHREEXS , EENREEBTTEEREA K. WERBEXR, BRER

=SB IS B X, Bonded Port Areas have integrated all
the policies for and functions of bonded areas, export
processing zones, bonded logistics parks and even those
regarding the clearance at the port terminals. Taking stock of
international prevailing practices, such areas focus on
international transit, international distribution and delivery,
international procurement, international entropot trade and
export processing. They have multi-functions, which are a
combination of port operations, bonded logistics and bonded
processing. In China’s special customs control areas, bonded
port areas are the highest level, enjoying the most open policies
grantable in the current context of China and the strongest
functions.

REERXEMTREE. HOMTXK. REUAERHEE0E |

20



REREEXERBX, RBEYREX *’“‘-:Egﬁ‘i

1 O T X ZhaERI 4R & Bonded Port Areas have”™

integrated the functions of bonded areas, ponded:
logistics parks and export processing zones.

E FrBCixinternational distribution and delivery

E Fr AN T
International

B Br¥k O % Hinternational entropot trade
‘ processing

S

ernational exhibi
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(1) FESHEEX ARG
Management System ¢

M EEXESEERENANERRMAAERTBRAFRREREH, HEREEX
HEEZAXMFEATBANREINEATEHREEXFNTHRER, KA
MW B HEER, Ak, BR, INCFETHREENMNESE. RSED MK
FITHRBEREANELKTF. BSNBERAEAZNNTEFNLT. BEH,
EZPUINEE, BAREMESITEHR, BE. REFHRBAXANELF
IR HERE, BFHIFIE, These areas have maintained the double management
system, encompassing management both by the central government and by the local
governments. The administrative committees in such areas, as agencies dispatched
by local governments, are responsible for the administrative management,
investment development and financial affairs in such areas, assisting customs,
immigration, commodity inspection and forex authorities with their control
operations and service providing. They exercise administration by law and are to
ensure the commercial order within such areas. At the same time, they should also
ensure the application of open and transparent rules and procedures and be
supervised by the enterprises. They should also maximize the efficiency of

_Rbderly environment for commercial activities in such areas. 59
_.l'

}a.ldministration, control operations and services so as to provide an enabling and



(H ) BHRBEEXBEEES "
Operational Model

SHREEXENZENN (BEES ) NEE
AETF R, FHREEXBRELAREKZE
R RE, 21T ILIEE, @5 2B EN
NESEIAQOQXATLRERSEER, S, |EEFX

BRSSHY JR M. The administrative bodies (i.e. the
administrative committees) in the special customs control
areas shall establish economic entities to undertake land
resources development and the operation of the original
public amenities existing in the special control areas, and
operates commercially. The governance structure of those
economic entities should fully reflect the principle of

# /ae? ¢ providing quality, efficient and cost-effective services to
. 2008 724apterprises in such areas. 23




(7k )¢§§*H§%§EKﬁﬁi£ﬁ£F$§§ l;_ﬁ

Legal Framework

BRESENFREEXEHNME , BxE] ( BS5E8, &
XEE, REREER. BRFER. WLEERF ) HET —

RIVEANMEESEAS , NS E XiEE#E#F R, According the opinions
of the State Council regarding the special customs control areas, relevant
authorities (Ministry of Commerce, General Administration of Customs,
AQSIQ, State Taxation Administration, State Forex Administration)
formulated a series of regulations and rules, which formed the legal
framework governing special customs control areas.

plant O T XM EE %R : Regulations or provisions governing export
processing zones:

(PFHEARIXHNERENEOMIXBEENETHE) Tentative Procedures of
the General Administration of Customs on Customs Control in Export
Processing Zones (Revised)

(HOMIXHKEBRETHE) Tentative Procedures on Administration of
Tax Revenue in Export Processing Zones

CHAOMIXMIIRZEEEITHE) Tentative Procedures on
Administration of Processing Trade in Export Processing Zones

(HAMNIXwEEEEEEREE) Tentative Procedures on
Administration of Commodity Inspection and Quarantine in Export

rocessing Zones
A MIXACEEETHE) Tentative Procedures on Administration of,
X oreign Exchange in Export Processing Zones
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lll. Customs Administration « :

= I, Customs Control Models
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2 Philosophies
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(—) B ._
1. Customs Control Models .,

ERARERETT —ERTF, —gEE, X
a ”H’Ji\ﬂﬂﬂ’, 1‘%“3_ EA R
XERELEXBEEFE , MBCEXERE
1&?%LLYE)3ZZIKO In special customs control
areas, a strict control model is applied, based
on the principles of “Open Primary Lme
Strictly Controlled Secondary Line; and
Freedom within the Areas”. Such areas have a
closed boundary, characterized by the
application of state-of-the-art information
technologies and dense concentration of bond
operations. This helps simplify customs
control procedures, accelerate clearance and
4 };educe commercial operational costs.
S Y.

-7-24 26
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#H{t Closed Boundary il
BERFEEFSBEXUEERNBERE , XTSHMABBAKE , X~
ARXAEE, #HEREERANER. KPREDEXNE  BNEHE, |
RRBEBERAENBRTFBREARBER, Isolation facilities and closed
circuit television monitoring and control systems that satisfy Customs
oversight requirements are set up in special customs control areas to
form a closed boundary for convenience of management. Inbound and
outbound vehicles and goods shall be subject to customs control.

Without the approval by customs, vehicles outside shall not enter the
bonded port areas.
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Application of Information Technologies
BV SHKREEXEEEEHERS. Establishment oﬁh'é’i W
information management system.

2, BUBRANEKEEXEAEILEKRMEE RS,

Establishment of the networked system for control over
enterprises in such areas.

3. BEVEHREEXEFOBRMEERS AR RB KL

BEEWEA

X5 R %5, Establishment of the networked in-

and out-gates monitoring system and the monitoring system
for entry and exit areas of vehicles for bond operations.
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Dense Concentration of Bond Operations '-
SG—Hf  RAIBHREEXEBRE—EEBRESY |
Unified governing body: establishment of customs in such
areas for overall management of customs operations.

G—k  FHREEXEBRNBRLFZRIT-HERRS.
Unified declaration: one-stop services provided by
customs in such areas.

SG—F0 #RFEREEXERI—IMEFAD , E—FH,

Unified in- and out-gate: establishment of a master in- and
out-gate for convenience of management.

Z—ER  HREKREEXEBRNTERISE.




AEES , BIBXSOLNAEREE .
1 [5] & & .Philosophy: building partnerships
with enterprises for joint development

(=) BEFER, XUXNREEEM EWVEE
AT, NEBERNERAE@MEIVAISES A

——

B, Means: release against credibility based
on risk management. Shift from relying only on
documents to focusing on high-risk goods.

(M) BEENR , EWHREE, Objects under
Customs Control: categorized management.

' '-
", 2008-7-24 30
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h)EELE, RTii*ET iy B 7}&%3{
Ui‘ﬁ%ﬁ?’ H’Jﬁ’-gT” J:§|% NERKYNEE
A H| BL4b LjJiJT:E’J & Ex /é?é REH
$’s‘ﬂ’ﬁ§ﬂ$ﬁ?€ﬁmé$ i E’J*i"ﬂ:ﬂ% JEJ:IRT/\L
ML E &3 %‘S‘LEMT/\JL& HYHEREE,
Methods: shift from document document
match to document-goods match; shift from
customs control over each shipment to
management of enterprises; shift from
customs administration only to integrated
management involving all the relevant
agencies. Realizing effective control over
imports and exports through management of
the operations of enterprises.

¥, '
|, 2008-7-24 31
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. PERREERESEARESE
Future Trends

BeifRBX AL, T , EFEEZIHOBHEEK ; HAMT
XNEMIRIZIEE , AZZHOEBRBUER , BXEC@MYRIEE ; &
RYREXEYR,. ENIIE  IEZHOEBHEBER , BT/
I18E. Currently, in bonded areas, warehousing and processing functions
are available, but without tax rebates; in export processing zones, the
processing function and tax rebate are available, but without
warehousing and logistics functions; in bonded logistics parks, logistics
and warehousing functions and tax rebate are available but without the

function of processing.

FEARREEXE , ABEX, HOMNIX, KREMGX BN D EZE
FRNAEEBR , BEFTANFR , IEXFEHNAEBRMEDS —.
As special customs control areas, the bonded areas, export processing
zones and bonded logistics parks are currently enjoying different
favorable policies. However, the trend is, in the near future, these

# yorable policies will be integrated.
. 2008-7:24 32



REFF RN ERBREIFE . 4
orm Measures About to Be Taken by

Customs
CTHEEEES  HERBHRUEXEHREEXRXEZRBMNTI., REVRA

j(IjJﬁ First, functions integration. This is to make available the functions of
bonded processing and bonded logistics in all the special customs control areas

B BRES &S BEFHRLEEXSNBRUBER , IW/EAARXRS,
E%ll:l_ﬁ‘ XAEHXMEHR, KAREREBHMEREBIE, Second, policy

integration. This is to unify the tax policies granted to various special customs
control areas, including tax rebate for entries into such areas from foreign
territories and from Elsewhere of the PRC, tax collection for exits out of such
special areas, exemptions from VAT and consumption tax within such areas,
etc.

B= LHEREAES , S—BXRNEEERX. FLRE. BREATHNEEL
EERE K BEKENRE , BAEENEE. Third, integration of customs
control models. This is to unify the control models, operational flow charts and

¥ proc ures and the information management systems to reduce customs
:6F tisks and raise management effectiveness and efficiency. 33
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