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The Company shall not accept any respansibilities for any loss or damage arising
from the use of the information within this booklet. Materials in the booklet are
distributed without responsibility on the part of the Company for the loss

occasioned by any person acting or refraining from acting as a result of any
views expressed therein.
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Procedures and matters concerning the
conversion of an export processing trade
with supplied materials into a WFOE
(including update on 2008 foreign trade, tax
and customs regulations)
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Date . 25th - 26th June 2008
3 - Topic - EWAERERELEANEAREEN
it a2l
Organizer : Hong Kong China Enterprises Association
Venue . 23/F, China Resources Building, Wanchai,
Hong Kong
Date . 27th February 2008
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W& AR XNE
CONTENTS OF TAX INCENTIVE

o FBBUA Tax-exemption and reduction

o ¢ fh. 4. @AIEHE  Project on agriculture, forestry, animal husbandry & fishery
o NI ERRHEINE Public infrastructure projects

o IR . TRETRIA B Environmental protection, energy and water conservation
o HIAHALL Transfer of technology

o NEIREF) SRl Small and low profit enterprises

o SR Advance and new technology enterprises

o T FHEENH Research and development expenses

o R ARTHEN Salaries and wages payment to disabled employees

o {35 BFERIE AN Investrnent credit for venture capital enterprises

« JiniEHIH Accelerated depreciation
o AU Reduction in revenue
s THIGEEEW Investment credit for special equipment

o FERBHERT PRC-source income derived by non-residents
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TAX INCENTIVE PROVISIONS
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Revenue Eligible for Tax Exemption and Reduction
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The following revenues of an enterprise shall be exempted from income tax (Article
26 of the EIT law) :

(1) The interest income from the holding of treasury bonds;

(2) Dividends, bonuses and other return on equity investment distributed between
qualified resident enterprises,

(3) Dividends, bonuses and other return on equity investment which a non-resident
enterprise with establishments or place of business in China obtains from a
resident enterprise and which is effectively connected with such establishments
or place of business; and

(4) Revenue of qualified non-profit making organizations.
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The term “qualifying return from equity investment such as dividends and bonuses between resident enterprises” as
used in Article 26 (2) of the EIT Law refers to the investment returns obtained by a resident enterprise from its direct
investment in any other resident enterprises. The term "retums” from equity investment such as dividends and bonuses”
as used in Article 26 (2) and (3) of the EIT Law shall not include the investrment returns from stock publicly issued and
traded on a stock exchange which is consecutively held by a resident enterprise for not mare than 12 months, (Article
83, Implementation Regulations)
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Income from Agriculture, Forestry, Animal Husbandry and Fishery Projects
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Income of an enterprise derived from projects of agriculture, forestry, animal husbandry, and fishery shall either be
exempted from tax or subject to reduction in tax:

The enterprise’s income derived from the following projects which shall be exempted from the EIT (Article 86,
Implementation Regulations) :

9 The growing of vegetables, cereals, polatoes, oil plants, beans, cotton, hemps, sugar plants, fruits,
nuts, etc;

The selection and cultivation of new agricultural species;

The growing of traditional Chinese medicinal herbs;

Cultivation and growing of forests;

Raising of livestock and poultry;

Gathering of forestry products;

Other agricultural, forest, animal husbandry and fishing projects such as irrigation, preliminary
pracessing of agricultural products, veterinary services, promation of agricultural techniques,
operations and maintenance of agricultural machines, etc;

® Ocean fishing.
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The enterprise's income derived from the following projects shall be subject to income tax at
a 50% reduced rate (Article 86, Implementation Regulations) :

a. The growing of flowers, tea plants, and other crops used for beverage and spices ;

b. Maritime and inland aguaculture.
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Public Infrastructure Projects Receiving Key State Support
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The term “public infrastructure projects with the key support of the state” as used
in Article 27 (2) of the EIT Law refers to the ports, wharves, airports, railways,
highways, municipal public transportation, electric power, water conservancy, etc.
as listed in the Catalogue of Public Infrastructure Projects Eligible for Enterprise
Income Tax Preferential Treatment.
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The income derived by an enterprise from investing in or operating any of the
public infrastructure projects with the key support of the state as mentioned in the
preceding paragraph shall be exempted from the EIT for the first three years as of
the tax year when the first revenue transaction arnsing from production or
operation is reported, and shall be taxed at a 50% reduced rate from the fourth to
the sixth years. (Article 87, Implementation Regulations)
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Environment Protection, Energy and Water Conservation Projects
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The term “qualifying environmental protection, energy or water conservation
projects” as used in Article 27 (3) of the EIT Law shall include the processing of
public sewage, the processing of public garbage, the comprehensive exploitation
and utilization of firedamp, the renovation of technologies of saving energy or
discharging wastes, the desalination of sea water, etc. The specific conditions and
scope of such projects shall be set down by the competent departments of the
State Council in charge of finance and taxation in collaboration with other relevant
department of the State Council, which shall come into effect after being ratified
by the State Council.
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The qualifying income derived by an enterprise from engaging in any of the
environmental protection or energy or water conservation projects as described in
the preceding paragraph shall be exempted from the EIT for the first three years
from the tax year when the first revenue transaction arising from production or
operation is reported, and shall be taxed at a 50% reduced rate for the fourth to
the sixth years. (Article 88, Implementation Regulations)
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Technological Transfer
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The “reduction and exemption of EIT for qualifying technological transfers” as defined in Aricle 27 (4) of the EIT
Law refers to the exemption and reduction of taxable income in the tax year in which the transfer takes place. The
portion of taxable income not exceeding 5 million yuan eamed by a resident enterprise from technological transfer
shall be exempted from EIT, and the portion in excess of the 5 million yuan shall be taxed at a 50% reduced rate.
(Article 80, Implementation Regulations)
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Small and Low-Profit Enterprises
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Qualifying small enterprises earning low profits as described in Article 28 (1) of the EIT Law are enterprises that are

engaged in the industries not restricted or prohibited by the state. Qualified small enterprises earning low profits are

taxed at 20% where they meet the following conditions (Article 92, Implementation Regulations):

(1} Anindustrial enterprise shall have an annual taxable amount not exceeding RMB 300,000, have not mare
than 100 employees, and a total asset of more than RMB30 million;

{2) Any other enterprise shall have an annual taxable amount of not more than RMB300,000, have not more than
80 employees, and a total asset of not more than EME 10 million.
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Advance and New Technology Enterprise
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Advance and new technology enterprise for which key state supported is required shall be taxed at a 15% reduced
rate. The expression “advance and new-technology enterprises under the key support of the state” as used in
Article 28 (2) of the EIT Law are enterprises that have their own independent and core intellectual property rights
and at the same time meet the following conditions (Article 93, Implementation Regulations) :

(1) The product (service) falls within the scope of the Advance and New Technology Areas Eligible for the Key
Support of the State;

(2) The proportion of research and development expenses in the sales revenues is not lower than the prescribed
proportion;

{3) The proportion of the income from high and new technology products (services) in the total income of the
enterprise is not lower than the prescribed proportion.



(4) The proportion of technicians in the total number of staffl members of the enterprise
is not lower than the prescribed proportion;

(5) Other conditions as laid down in the administrative measures for the determination
of high and new technology enterprises.

CEAFREAZFMESFEATE NSEFRAEWLETEMNIDESRERE. B
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The Advance and New Technology Areas Eligible for the Key Support of the State
and the administrative measures for the determination of advance and new technology
enterprises shall be formulated by the competent departments of the State Council
in charge of science and technology, finance, and taxation in collaboration with other
relevant departments, and shall become effective after being ratified by the State
Council.
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Deduction for Research and Development
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The term "additional deduction of research and development expenses” as used in
Article 30 (1) of the EIT Law refers to an additional 50% deduction of the research
and development expenses incurred from the research and development of new
technologies, new products, and new technological processes on the basis of the
actual deductions where no intangible assel has been capitalized. If intangible assets
have been capitalized, they shall be amortized at 150% of the cost of the intangible
assets. (Aricle 95, Implementation Regulations)
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Salaries and Wages Paid to Disabled Employees
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The expression "addition deduction of salaries and wages paid to the disabled
employees of the enterpnise” as used in Article 30 of the EIT Law refers to an additional
100% deduction of the salaries and wages paid by the enterprise to the disabled
employees thereof. The definition of disabled persons shall be that in the Law of the
People's Republic of China on the Protection of Disabled People. (Article 96,
Implementation Regulations)
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Investment Credit for Venture Capital Enterprise
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Awventure capital investment enterprise engaged in important startup investmeants which are necessary to be supported
and encouraged by the state may deduct from the amount of taxable incomes a certain proportion of the amount of
investment. (Article 31 of the EIT law)

The term "deductible amount from taxable income” as used in Article 31 of the EIT Law refers to that, where a startup
investment enterprise invests, by means of equity investment, in an unlisted small or medium-sized advance and new
technology enterprise for two or more years, it may set off 70% of its equity investment against the current taxable
amount of the startup investment enterprise in the tax year its equity holding attains two full years. If the taxable amount
is not enough for setoff, the balance may be carried forward to subsequent years for setoff. (Article 97, Implementation
Regulations)
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Accelerated Depreciation
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The fixed assets for which the method of shortened depreciation or accelerated depreciation as mentioned in Article
32 of the EIT Law include (Article 98, Implementation Regulations) :

(1) Fixed assels thal are upgraded and replaced at fast rate due to advancement in technology ;

(2) Fixed assets exposed to high level of vibration and corrasion.

Where the shortened depreciation method is used, the minimum number of years shall not be less than 60% of the
number of years for depreciation as set forth in Article 60 of the Implementation Regulation. The enterprise may adapt
the double-declining balance method or the sum-of-the-years-digits method as the accelerated depreciation method.
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Reduction in Revenue
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Article 33 of the EIT law provides that when computing its taxable income, an enterprise can take into account 90%
of its revenue from products that fall under the policy of the state on synergistic utilization of resources. Reduction in
revenue means the uses of the materials as listed in the Catalogue of Resources for Synergistic Utilization by
Enterprises Eligible for Preferential Income Tax Treatment in the production of goods which are not restricted or
prohibited by the state and which meet the national or relevant industry standards.

LA EAE S £ RN FHET «<FRESFAEURSHILEER NEMirg. (FRHEIFE95E)
The proportion of raw materials in the materials for the production of products as described in the preceding paragraph

shall not be any lower than the standards described in the Catalogue of Resources for Comprehensive Utilization by
Enterprises Entitled to Preferential Income Tax Treatment. (Article 99, Implementation Regulations)
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Investment Credit for Special Equipment
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Article 34 of the EIT Law provides that, where an enterprise purchases and actually
uses any of the special equipments dedicated to environmental protection,
conservation of energy and water, safety of work, etc. as described in the Catalogue
of Preferential Income Tax Treatment for Special Equipments in Environmental
Protection, the Catalogue of Preferential Income Tax Treatment for Special
Equipments in Energy and Water Conservation, and the Catalogue of Preferential
Income Tax Treatment for Special Work Safety Equipments, 10% of the investment
amount of the special equipment may be credited to the enterprise’s amount of tax
payable of the current year. If the amount of tax payable for the year is not sufficient
for credit, the un-credited amount may be carried forward for use in the following 5
tax years. (Article 100, Implementation Regulations)
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An enterprise entitled to the preferential income tax treatment as described in the
preceding paragraph shall actually purchase and put into use the special equipments
as described in the preceding paragraph. If the enterprise transfers or leases any
of the aforesaid special equipment within 5 years after its purchase, its preferential
treatment shall be terminated and the enterprise shall make up the already credited
enterprise income taxes. (Article 100, Implementation Regulations)
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PRC-source Income Derived by Non-resident Enterprises
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Article 27 of the EIT law provides that non-resident enterprises having not set up
permanent establishment in China or those already having set up permanent
establishment in China but earning income that is not connected with the
above-mentioned permanent establishment are subject to tax on PRC-source
income. The income, which a non-resident enterprise derives under Article 27 (5)
of the EIT Law, shall be taxed at the 10% reduced rate. (Article 91, Implementation
Regulations)
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Part One Brief intraduction of customs protection for IPR
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“The PRC Regulation for Customs Protection of Intellectual Property Rights” refers the implementation of the
protection by the customs of the exclusive rights to use trademarks, copyrights and the rights related to copyrights,
and patent rights thal are related to import and exporl goods and that are protecled by PRC laws and administrative
requlations. The customs protection of IR rights serves two purposes: first to fulfill her obligation as a WTO member
country by protecting the IP rights relating to the import and export goods, and second to regulate the orders of
import and export by protecting the IP rights relating to the import and expor goods.
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The PRC law prohibits the import and export of goods that infringe upon the intellectual property rights {the IPR)
under the protection of the law and administrative regulations.
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Article 25 of the PRC Implementation Regulation of Administrative Punishment by the Custorns provides that "in
case anyone imports or exports goods that have Infringed upon the intellectual property rights subject to the
protection of the laws and administrative regulations of the People's Republic of China, the infringing goods shall
be confiscaled, and a fine of less than 30% the value of the goods shall be imposed; if a crime is constituted, he
shall be subject to criminal liabilities according to law. Where there is necessity to declare the status of the intellectual
property rights to the customs house, the consignee and consignor of the import or export goods and their agents
fail to declare to the customs house according to law the relevant status of intellectual property right, or fail to
submit the lawfully used certificate of relevant intellectual property right, a fine of less than RMB 50,000 Yuan may
be imposed upon them.”
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The IPR owner should file the record of the IPR at the customs in addition to obtaining the |PR registration with
the relevant authority in China. The PRC law offers two layers of protection to the IPR owner within China and the
entry-exit frontier ports. Record filing of the IPR at the Chinese customs better protects the interests of the IPR
owner.
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Part Two The record filing of IPR protection at the customs
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Applicants
The applicants for record filing at customs for IPR protection shall be the IPR
owner or his appointed agent.
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Application documents for customs protection of IPR and evidence

The application farm should include the following information:

The name, place of incorporation or nationality of the owner of IP rights;

The name and contents of the IP rights, and relevant information;

The status of the use of the |P rights;

The description, country of origin, entry-exit customs house, importer and exporters,
main characteristics and price of the goods in respect of which the owner of the
IP rights duly exercises its rights;

The manufacturer, importer and exporter, the entry-exit customs house of the
goods of which the IP rights have been infringed upon, main charactenstics, prices,
etc.

BEPN S ~ EHE

The attached documentation and the evidence for IP right infringement
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The customs acceptance of application for customs protection of IPR

The General Administration of Customs shall, within 30 working days of the date of

receipt of all application documents, made a decision on whether to grant approval
for record filing, and shall notify the applicant in writing. Where approval for record
filing is not granted, the reasons for that shall be stated.

The General Administration of Customs shall not grant approval for record filing in
any of the following circumstances !

The application documents are incomplete or invalid :
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5.2)

The applicant is not the owner of the Intellectual Property Rights + or
The Intellectual Property Rights are no longer protected by laws or administrative regulations.
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Validity period for record filing at customs

A filed record for customs protection of Intellectual Property Rights shall be effective as of the date on which the
General Administration of Customs grants approval for record filing, and shall be valid far 10 years. Where the
valid period is less than 10 years from the date of record filing to the expiry date of the IP rights, the valid period
for record filing shall commence from the date of record filing to the expiry date.

Where the Intellectual Property Rights are valid, the owner of the Intellectual Property Rights may, within six
manths prior to the expiration of the term of validity of the filed record for customs protection of Intellectual
Property Rights, apply to the General Administration of Customs for an extension of the filed record. The term
of validity of each extension of a filed record shall be 10 years.

Where no application for extension has been made upon the expiration of the term of validity of a filed record
for customs protection of Intellectual Property Rights, or the Intellectual Property Rights are no longer protected
by laws or administrative regulations, the filed record for customs protection of Intellectual Property Rights shall
immediately become void.
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The amendment and revocation of the record filing of the IPR protection at the customs

Where there is a change in the details of a filed record of Intellectual Property Rights, the owner of the Intelleciual
Property Rights shall, within 30 working days of the date on which the change occurs, carry out the amendment
with the General Administration of Customs.

The name of the IPR owner,

The goods for which the registered trademark is allowed to be used;

The situations under which licenses are granted for use of trademark, copyrights, and patents,

The corresponding address, contact person, and phone number of the IPR owner,

The change in particulars as provided under article 7 of the PRC Regulations for Customs Protection of Intellectual
Property Rights.
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Where one of the situations as sel oul below occurs, the owner of the Intellectual Property Rights shall,



within 30 working days of the date on which the change occurs, submit
application to cancel the record filing at the General Administration of Customs,
and provide the relevant documentation :

@ The IPR is no longer under the protection of the Chinese law or administrative
regulations before its expiry day,

@  There has been a transfer of the legal ownership of the IPR.
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5.3 ) For matters as set out above, the General Administration of Customs can
cancel the record filing on its own or upon the application of the IPR owner.
The IPR owner can apply for the cancellation of the record filing at the customs
within the validity period of the record filing where the owner of the IPR waives
its right to record filing. The GAC should notify the IPR owner of the cancellation
in writing. The cancellation of recard filing shall take effect upaon the cancellation
date.
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5.4 ) Where the customs discovers that the owner of the IP rights have submitted
incorrect information or provided false information for purpose of record filing
at the customs, the General Administration of Customs may revoke the relevant
record filings.
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Part Three Application for seizure of suspected goods that infringed the IP rights
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1) Where an owner of intellectual property rights discovers that goods suspected
of infringing rights, (whether ar not record having been filed) are about to be
imported or exported, or the owner of the P rights receives the naotification
from the customs of the suspected infringing goods in the course of exercising
its supervision over import and export goods, the owner may submit an
application for impoundment of goods suspected of infringing rights to the
customs of the place where the goods are to enter into or exit from China.
The owner is required to provide security for the seizure of the suspected
infringing goods in accordance with the legal rules.
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IPR owner requests customs to seize the suspected infringing goods

Where an owner of Intellectual Property Rights requests customs to impound goods suspected of infringing upon
rights, he should submit an application form and the relevant supporting documents. The application form for
seizing the suspected infringing goods and relevant documentary proof :

The name or personal name, place of registration or nationality, etc. of the owner of the Intellectual Property
Rights.,

The name, details and the relevant information of the Intellectual Property Rights;

The names of the consignees and consignors of the goods suspected of infringing upon rights;

The name and specifications, etc. of the goods suspected of infringing upon rights;

The port by which, the time at which and the means of transportation by which, the goods suspected of infringing
upon rights may enter into or exit from China; and

Where the goods suspected of infringing upon rights are suspected of infringing upon Intellectual Property Righis
that are filed for record, the application farm shall also include the customs record number
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The evidence of suspected infringing goods in support of the application

In addition to the application form, the owner of the IPR shall provide evidence that is sufficient to prove that the
infringement clearly exists:

The goods for which customs seizure is requested are about to be shipped into or out of China;

The goods have used the trademark, copyright or patent that have infringed upon the IPR without obtaining the
consent from the owner of the IP rights.
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Gurantee for application for seizure of infringing goods.
The applicant should provide security equal to the value of the goods within the time period prescribed.
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Upon receipt of notification from the customs of the suspected infringing goods, the IP right owner submits the
application to the customs for the impoundment of the suspected infringing goods.
The customs that discover the goods suspected of infringing the IPR shall notify the IPR. owner. The IPR owner
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3.1)

e

shall reply to customs, make request for seizing the suspected infringing goods
and provide security for the seizure.

The IPR owner shall reply to the customs within 3 working days of receiving
the notification from the customs.

The owner considers that the goods have infringed upon the |P rights that
have been record filed at the General Administration of Customs, and applies
to the customs for the impoundment of the suspected infringing goods. (the
same procedure shall be followed as the application by the owner who discover
the infringement of the IP rights)

The owner consider thal the goods have not infringed upon the IP rights that
have been record filed at the General Administration of Customs, or the owner
does not request the customs to impound the goods and explains the situation
to the customs. (Upon obtaining the consent from the customs, the IPR owner
may inspect the suspected infringing goods)
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Where the IP right owner requests the customs to seize the suspected infringing
goods, the owner should provide security equal to the value of the goods within
the time period prescribed.

Where the value of the goods is less than RMB20,000, the owner shall provide
the security equal to the value of the goods;

Where the goods are valued between RMB20,000 and EMB200,000, the owner
shall provide security equal to 50% of the value of the goods, subject to the
condition that the amount should not be less than RMB20,000;

Where the goods are valued more than RMB200,000, the owner shall provide
a security for RMB100,000;

Upon abtaining the consent from the customs, the owner of the IPR shall provide
a blanket security, with the total amount being no less than RMB200,000;
Where the IPR owner does not submit application for an impoundment order,
or has submitted the application but cannot provide the security, the customs
shall release the suspected infringing goods.
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3.2) Reques! for seizure of goods under a general security

©  Scope for the application of general security shall apply in situations under which the |P right owner, upon receiving
the notifications from the customs of suspected infringing goods within a certain lime period, has, in accordance
with article 16 of the " Regulations for the Customs Protection of Intellectual Property Rights”, made many requests
to the customs to seize the goods suspected of infringing the trademark rights that have recorded at the General
Administration of Customs;

The application for a general security and the information attached,;

©  The amount of a general security should be equal to the sum of the storage, warehousing, and disposal expenses
incurred in the previous year following the request made to the customs to seize the goods; where the sum as
mentioned abave is less than EME200,000, the amount of general security shall be RME200,000;

© The validity period of the guarantee given by the bank as the guarantor refer to the period of guarantee, which
shall commerce from the day of signing the letter of guarantee to the 30th day of June in the following year;

@  Torequest the customs to take protection measure, the IPR owner need not provide security during the quarantee
periad, which runs from the date customs grants the approval to the 31st day of December in the current year.

FMEg FRTENEREENETELE
Part Four The investigation by the customs of the suspected infringing goods
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1.) Given that the IPR owner has requested the customs to seize the goods suspected of infringing the IP rights,
and provided the security for the seizure, the customs shall impound the goods in question and issue an
impoundment notification to the consignor or consignee. An IPR owner and the consignee or consignor may
inspect the relevant goods upon the approval of customs. Where the consignee or consignor considers that his
goods have not infringed upon the patent rights of the owner, he shall submit a written explanation to customs
and attach the relevant evidence, and request the customs to release the goods upon the provision to the customs
of a security deposit equal to the value of the goods. Where the owner of the IPR has not institute legal actions
inthe people’s court within a reasonable time period, the customs shall return the security deposit to the consignor
ar consignee. The customs shall conduct an investigation into the alleged infringement and draw a conclusion
to the case within 30 days of the impoundment of the goods suspected of infringing the IP rights.
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Customs release of the goods impounded

Customs shall release the impounded goods suspected of infringing upon
rights in any of the following circumstances -

The customs impounds goods suspected of infringing upon rights following
the application by the IPR owner, and

has not received the notice to assist in execution from the people's court within
20 working days from the date of impoundment :

The customs impounds goods suspected of infringing upon rights in the course
of its daily business, and has not received the notice to assist in execution
from the people's court within 50 working days from the date of impoundment,
and the customs cannot confirm that the impounded goods suspected of
infringing upon nights has infringed upon Intellectual Property Rights after
investigation :

The consignee or consignor of the goods suspectad of infringing upon patent
rights requests customs to release his goods after providing a security deposit
equal to the value of the goods (the provision of security deposit shall apply
to goods suspected of infringing patent rights, not lo goods suspected of
infringing trademarks or copyrights); or

The customs considers that the consignee or consignor has sufficient evidence
to prove that his goods have not infringed upon the Intellectual Property Rights
of the owner of Intellectual Property rights.
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Confiscation of the impounded goods

After investigation, the customs comes to a conclusion that the goods have
infringed the IPR. The customs shall confiscate the goods and inform the same
to the IPR owner in writing.
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Disposal of the goods confiscated

Where confiscated goods that have infringed upon Intellectual Property Rights
can be used for public welfare, the customs shall transfer the goods to the
relevant public welfare aorganizations to be used for public welfare.

Where the owner of the Intellectual Property Rights wishes to purchase the
goods, customs may transfer the goods to the owner of the Intellectual Property
Rights at a consideration.

Where confiscated goods that has infringed upon IP Rights cannot be used
for public welfare and the owner of the IPR does not wish to acquire the goods,
customs may auction the goods according to law after removing the infringing
characteristics.

Where the infringing characteristics of the infringing goods cannot be removed,
customs shall destroy the goods.
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Parl Five Other relevant matters
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The legal responsibility of the IP right owner

Where customs impounds goods suspected of infringing upon rights according to the provisions hereof, the
owner of the Intellectual Property Rights shall pay the relevant fees for storage, custody and disposal, etc. Where
the owner of the Intellectual Property Rights has not paid the relevant fees, customs may deduct such fees from
the guarantee he provides to customs, or request the guarantor to perform the relevant guarantee liability.
Where, after customs has accepted an application for record filing of protection of Intellectual Property Rights
and for adoption of protective measures for Intellectual Praperty Rights, an owner of intellectual Property Rights
cannot provide precise details and as a result, the goods infringing upon rights are not discovered, or the
protective measures are not adopted in a timely manner or effectively, the owner of the Intellectual Property
Rights shall bear the liability himself.

Where, after an owner of Intellectual Froperly Rights has requested customs to impound goods suspected of
infringing upan rights, customs cannot confirm whether the impounded goods suspected of infringing upon rights
has infringed upon the Intellectual Property Rights of the owner of Intellectual Property Rights, or the people's
court rules that the goods have not infringed upon the Intellectual Property Rights of the owner of Intellectual
Property Rights, the owner of Intellectual Property Rights shall be liable for compensation according to law.
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Advantages of IPR record filing at the customs

The record filing of IPR at the customs can act as effective deterrent to those who are going to infringe the IPR;
Where the IPR is filed at the customs for record, the amount of security provided for seizure of infringing goods
is limited to RMB100,000 anly . In the absence of filing the IPR at the customs, to make a seizure request to the
customs, the IPR owner should provide a security equal to the value of the suspected infringing goods, which
could be much bigger.

The customs will inform the IPR owner of any import and export goods suspected of infringing his IP rights.



