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What properties do bonded goods for export processing possess?
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Bonded goods used for export processing is subject to customs supervision that could
be divided into four areas: (i) record filing of production contracts, (ii) deferring tax
payments, (iii) extended period of customs supervision, and (iv) verification and
record cancellation.
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I. Record filing — Customs approval is required to import bonded goods. Customs
approval is obtained by filing the records at the customs in-charge for the importation
of bonded goods. There is no requirement for duty and taxes paid on bonded goods.
Depending on the categories of bonded goods used for export processing and the
categories of the export processing enterprises, security deposit or bank guarantee
may be required.
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II. Deferring tax payments — The PRC law provides that exemption of import duty,
VAT and consumption taxes are granted to the imported materials and parts that have
actually been used in the manufacture of export goods. Where it is impracticable to
ascertain the exact quantity of materials and parts to be used for export goods at the
time of importation, it is not possible to grant the exemption. The goods are imported
as bonded ones. The duty and taxes are collected where the finished goods are
exported and the actual quantity of materials and parts used therein has been
determined. That is, the export processing enterprise is exempted from duty and taxes
on the portion of materials and parts used in the manufacture of export goods but it is
taxed for those are not so used and stay inside China. Therefore, the time for payment
of duty and taxes are postponed to the day of exporting the finished goods. For that
reason, interests for late payment are payable where the export processing enterprise
obtains the administrative approval to sell the bonded goods in China (with the
exception of designated export processing zones).
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III. Expanded scope of customs supervision — That includes a time and space
dimension. The customs supervision zone includes the production facilities where the
bonded goods are processed and assembled. The customs supervision period begins
from the day the export processing enterprise takes delivery of the imported goods to
the day the bonded goods are shipped out of China after have been processed and
assembled into finished goods, or after the export processing enterprise has paid duty
and taxes and completed the importation formality, changing the status of the bonded
goods into general import-export goods.
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The time period for the bonded goods to stay in China is as follows:

(D Bonded goods, which are imported using customs diary, should not stay in
China over one year. That period of stay can be extended by one more year
after customs approval being obtained;

(2) Where the bonded goods are administered using the computerized networking
supervision, the maximum period of stay runs from the day of importing the
first batch of bonded materials and parts to the day the electronic customs
diary is cancelled;
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IV. The export processing enterprise cannot complete all the importation formality for
bonded goods (excluding export processing zones) until after it has completed the
verification procedure and record cancellation.

(D  The deadline for submitting the verification application is the 30th day
after the expiry date of the customs diary or the shipment date for the last
batch of export goods.

(2  For export processing enterprise using computerized networking
supervision, the period for submitting the verification application is 180
days. The deadline for the first verification application is the 180" day
after obtaining the customs approval for the creation of the electronic
customs diary.
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