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Customs and Global Trade overview
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Customs framework in the GCC
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1983
GCC states
establish a
Free Trade
Area

2001

The Common
Economic
Agreement is
revised

2002

GCC states
implement the
GCC Common
Customs Law

2003

GCC
implement
the Customs
Union

2015

GCC states
implement
GCC
Common
Customs
Procedures
Guide at
First Point of
Entry

2017- 2020
UAE (Dubai
Customs),
KSA, Qatar
and Bahrain

introduce
AEO

2020

UAE government
introduce
financial stimulus
packages and
protectionism in
response to
CoviD19
pandemic and
Dubai Customs
introduced a new
facilitation to the
business

2021

On 02 July
2021,
ZATCA
(KSA) issued
the new
Rules of
Origin for
national
goods



Understanding of the GCC Customs Common Law and Compliance

Dubai Customs speaker: Fareeda Fadhil



Customs compliance

Customs compliance is the practice of respecting and following
Laws, regulations and procedures related to imports and
exports of goods...
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GCC Common Customs Law, Rules of Implementation and Explanatory Notes
Applies in the UAE

O Provisions regulating the customs work; ‘Common Customs Law of the Cooperation

U The areas subject to customs control; Council for the Arab States of the Gulf

U The nature of the customs procedures at the land, sea, air and post; customs offices

that apply to the import and export operations; What is Customs Law?

Customs Laws means the statutory, regulatory and
administrative provisions relating to the importation,
exportation, movement or storage of goods, the
administration or enforcement of which are specifically
charged to the customs administration, and any
regulations made by the customs administration under
its statutory powers.

U The application of the customs tariff and the collection of the customs duties on the
imported goods;

W The stages of the customs clearance of the goods;

U The exemptions and temporary admission of goods;

U The documents to be produced to customs for the clearance of the goods and;

W The provisions for the establishment of free zones and duty-free shops and the
regulation of the work of the customs brokers (clearing agents), the treatment of

the customs offences and the 8- - smuggling cases and the rights and duties of the
customs officers.
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Some general provisions and definitions

* Law: Common Customs Law and rules of implementation and expletory notes.

*  Customs tariff: The nomenclature containing the descriptions of the goods and the
respective taxes and customs duties as well as the rules and notes of the kinds and types
of commodities.

* Customs taxes (duties): The amounts levied on the goods according to the provisions of
this Law.

* Prohibited goods: Any goods the import or export of which is prohibited under the
provisions of this Regulation “ Law “ or any other regulation “ Law “

* Restricted goods: Those goods the import or export of which is restricted under the
provisions of this regulation “Law “ or any other regulation “ Law “.

* Freezone: A part of the state’s territories in which commercial or industrial activities are
exercised under the respective laws of that state. Any goods entering that zone are
considered to be outside the customs zone and shall not be subject to the usual customs
control and procedures.

* Customs Declaration: The goods declaration or the declaration submitted by the
importer or his representative describing the elements identifying the declared goods and
quantity thereof in details according to the provisions of the Law.
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Suspended Customs duty cases

Cases where the goods could be released and moved from one place to another in the country
without payment of the customs taxes “duties”; against submission of a bail or bank guarantee

equivalent to the amount of the customs taxes “duties”. ®
L ]
L
[
[
Cases Where Customs Taxes “Duties” are Suspended Involves: N
o
* Transit of goods :
o
* Customs warehouses :
* Free Zones and Free Duty Shops ..
®
° H H o" n .
Temporary Admission “ATA °
o
* Import for Re-Export %
[
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Free Zone types, similarities and differences

Specific fenced geographical area
Customs controls

VAT not collected

Customs Duty Not Collected
Rules of Prohibition Applied

Rules of Restriction Not Applied

Examples:
* Jebel Ali Free Zone
 DUCAMZ
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Specific un-fenced geographical area
No customs controls

VAT collected

Customs Duty Not Collected

Rules of Prohibition Applied

Rules of Restriction Not Applied

Examples:
« DMCC
*  Dubai Healthcare City
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Goods movement inbound and outbound
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Free Zone

Transfer Declaration

Free Zone
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What trigger a Customs Audit for Free Zones and Mainland?
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Customs audit assessment

is a procedure undertaken by the Authority to inspect and evaluate the company practices and
records. As an importer or exporter, businesses are legally responsible for the accuracy of information provided to
Customs, even in the cases where a Customs Broker prepares and lodges your declarations

is a decision issued by the Customs Authority in relation to the Payable Duty or
Refundable Duty

© 2021 Deloitte & Touche (M.E.). All rights reserved.
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Post clearance audit
Phased approach

Pre-audit prevention phase
* Build a "defense strategy"
* Undertake a self audit of the customs operations and once risks are identified, take remedial actions

* Justify operating model changes

Audit/examination phase
* Manage and respond to investigations, audits, and examinations initiated by customs authorities

/)evelop

coordinated

approaches to
audits and disputes
by considering the
Customs Dispute

\Life Cycle

proactively and in a timely manner
» Seek representation and guidance for:

* routine and complex audit management
* informal and formal interviews and premises visits

Post-audit settlement/dispute resolution phase
* If your customs dispute is not resolved, explore the dispute resolution options

» Consider the financial impact of appealing

Remedial actions

* Analyze what went wrong and amend your customs procedures as necessary
* Protect against future audits

 Train/Learn/Update
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Clearance of goods consumed within Free Zones

)u ﬁ

GOVERNMENT OF DUBAIL

DUBA[ CUSTOMS

Customs Notice No. (17/2020)

Procedures for Clearance of Goods Consumed

within Free Zones

As part of Dubai Customs’ constant efforts to improve
service delivery and further facilitate and organize
customs procedures;

Pursuant to the legislations in force regulating free
zones business in the emirate of Dubai with respect to
goods used in these free zones;

For better stock control of free zone companies and

ensure clearance of goods used, or consumed within the

free zone;
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Customs Notice
(17/2020)

For better stock control
of Free Zone companies
and ensure clearance of
goods used, or
consumed within the
free zone
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Managing Customs compliance in UAE Free Zones and Mainland

Deloitte speaker: Shaimaa Husseiny



How to ensure Free Zones and Mainland customs control
What information do companies need to consider while doing business in Free Zones and Mainland?

Do | know if there are different customs compliance? =3
requirements for Fenced Vs. Non-Fenced free zones?
Do | have an inventory management system?

hw N

Is my inventory management system compatible with
customs authority's electronic system (i.e. Mirsal Il)?

U

Do | manage my stock (inbound and outbound)?
6. How do | keep track of the stock weight? Pz [ Fz |

7. What about my operation within the free zone consumption
and losses?
8

. Do | have my customs and global trade master data (product o) (o)
classification, valuation and origin) under control?

9. Do you apply the law and declare right HS.Codes, Value, [ Fz |
Origin?

10. Do | have clear procedures and instructions in place for your
3rd party service providers (e.g. freight forwarders, customs El
brokers, etc.)? !

U
> 3

|
11. Using of the industrial exemption?
12. Am | ready for my next customs audit?

A company-wide commitment to compliance is essential for avoiding unnecessary delays, customs audits and penalties

© 2021 Deloitte & Touche (M.E.). All rights reserved.
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Common non-compliance risks for UAE businesses (Free Zones and Mainland)
The top 10 customs risks for UAE businesses...
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Consequences of non-compliance for UAE businesses (Free Zones and Mainland)

Cancellation of trading licenses

o1 Declare goods undervalue and underpayment
of customs duties

02 Significant fines and penalties, seizure of goods

Unintended impact on other taxes (VAT,
Transfer Pricing)

04 Revocation of import/export permits and
licenses

03
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06

07

08

Government closure of facilities

Supply chain disruptions

Reputational damage with stakeholders and

authorities
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Case studies

Deloitte speaker: Reshma Sharma



Case study 1
Covering unfenced and mainland flows

Unfenced Free Zone

Company X (Importer

|
Rest of the World : I
I Dubai Free Zones |
I I
. A I FZTransitin - No :
ountry A pus : customs duty but I
""""" 1----VAT applicable I
- I
L T I
| e :
Import to local from FZ I
I
Country B ! el m I
I 5% customs |
L .  duty (CIF) :
e .
I ;
P L = ;
- Transfer within FZ - | e I i
- 1 RN 1
,,,,,, I No customs duty 5 FZ Transit N : i
,,,,, | : i
Country C - : v between FZs N
| Deposit [N
I guarantee 5% N
| (CIF) by i
!
;

Local customs authorities-initiated
audit where import and export
filings did not reconcile the records.

v
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of goods)

...........................................

W Company located

in other UAE FZ
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Case study 2
Covering fenced free zone flows

I Dubai Free Zone ; @ Rest of the World
Rest of the World | " Rest OfWork!
|
I : 0% customs duty (CIF)
I FZTransitin-No !
— | e 5 Srien . B
~~~~~~~~~ 1 applicable | T
3 P
I
| 1
I I
I
I i >
-l I Egypt
Country B g I |
| Ajr, I
; ’ g waybi//s* ':‘ ~~~~~~~~~~~
e e It ¢ EamiE—
”4‘I’ ~\~\~ I
//’/ | \\\ 1
g I \~~*~\ 1
Country C l S :
I e GCC
' I ~~\~‘~\
A 5% customs duty (CIF)

"an *In practice we have seen a lot “
S of FZ entities using Airwaybills
while exporting the goods to

RoW
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Case study 3
Other risk areas covering custom valuation, classification and origin

The correct valuation and classification should be
considered as soon as the goods are imported into the
Free Zone

©®

No Valuation or
classification impact

|
|
|
|
|
|
|
|
|
Outside UAE ——I———————————————— Dubai Free Zones bbbkt

—— ) B ET T

Valuation and
classification are to
be considered
when importing to
mainland

Understanding non-fiscal trade controls

I
I
I
I
I
I
I
I
I
I
: * Import permits / authorization
I

* Export control

et e R R o o o i Tl e e m mi e G e S

* Sanctions

e Other regulatory reporting requirements
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Key takeaways

Deloitte speaker: Fernand Rutten



Be proactive: document your
procedures, conduct periodical
self-assessments, stay alert to
new developments and help
your business save money

Apply for Duty reclaims quickly
and efficiently — consider
undertaking data reviews in
advance
(HTS/Valuation/Origin)

Manage your customs disputes
and audits as you would any
other tax audit: be careful, be
consistent and seek guidance
and advise where required

Check for untapped duties —
consider data for services
approach

© 2021 Deloitte & Touche (M.E.). All rights reserved.

Customs duty -
efficiencies and
risk management

Customs efficiencies: How to manage indirect taxes in the UAE in these uncertain times?
Some examples

Impact and feasibility of customs
duty to understand the full duty
burden

Review of previous border
delays (consider simplified
procedures and AEO)

Use of alternative
documentation ways e.g. digital
exchange and transformation

Consider impact and relationship
with other taxes (VAT/Excise),
TP
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