Elaboration of Order No. 44 on the computation of security deposit for export
processing enterprises, issued by the General Administration of Customs on 23rd
August 2007

TR N 44 A EMERE, 200728 A 23 H

In accordance with Article 2 of Order No. 44, the amount of the security deposit that
applies to export processing enterprises categorized as type A, (including those type
AA) and type B shall be computed in the following ways:
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1. Import goods under the restricted category
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Amount of security deposit payable = the sum of import duty and VAT on all imported
goods falling under the restricted category x 50%; where all the imported goods
falling under the restricted category shall exclude the materials and parts falling under
the restricted category that are received from up-stream export processing enterprises
by inter-factory transfer for further substantial processing.
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2. Export goods under the restricted category
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Amount of security deposit payable = total amount of bonded materials and parts filed
at customs for record x (the amount of export goods under restricted category filed at
customs for record / total amount of export processing goods filed for record) x
composite tax rate x 50%; where the amount of goods falling under the category that
are dispatched to down-streaming export processing enterprises for further substantial
processing by inter-factory transfer is excluded from the “amount of export goods
under restricted category filed at customs for record”.
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“Total amount of export processing goods filed for record” refers to all the amount of
export goods filed for record; the composite tax rate is temporarily fixed at 22%.
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3. Where the imported materials and export finished goods fall under the restricted
categories for imports and exports respectively, the amount of security deposit is



computed and collected by reference to the amount of import materials and parts only.
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Paragraph three means that where the “export processing certificate” as granted by the
local office of the Ministry of Commerce to the export processing enterprise, are
comprised of (i) materials and parts that are not falling under the restricted category
for import goods and not transferred from any up-stream export processing enterprises,
and (i1) finished goods that are not under the restricted category for export goods and
not transferred to a down-stream export processing enterprise, the export processing
enterprise is only required to provide security deposit for the record filing of
production contract (or the amendments of production contract) by reference to the
imported materials and parts. The amount of security deposit shall be computed with
reference to and collected on materials and parts falling under the restricted category
for imports, in the same way as provided under section one above. In this respect,
there is no requirement for security deposit for finished goods falling under the
restricted category for exports.

IR IR AR R R AT R O LS 5 e kR ) T LR
ARRIN T 2 N P B A e R e L SRt 5 S o At o
B VAR iRy, ARSEAE IR RS 5 (BREE) IRy, RN 2 B 1o
BHEFHIE R G MRORTE 5, M0 ANZH PSR ] PRt 1 R e i R PR 65 BR DR <
PRAPEEIE TURMY G IR ORAE S MR LR AR SR (—D IH.

By China Tax & Investment Consultants Ltd
Hh S S B R AT PR A W] http://www.china-tax.net



