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Editorial Dear reader,

We are happy to publish the latest edition of our global customs newsletter. Itisagain a
truly global edition with articles from Asia, Latin America and the EU.

Our colleagues from WTS Vietnam describe in their article the conditions and criteria under
which production and processing for export under duty exemption are possible.

Various developments have taken placein China. Intheir article, our specialists from WTS
China provide an overview of the mostimportant ones.

France hasseen areorganisation of the customs authorities. The article from our global
network member FIDAL describes the background, aims and steps of this development.

In Brazil, the duty exemption "Ex-Tarifario” has always had a majorimpact on the country's
development. It may nevertheless see an end this year. Background information on this is
contained inthe article written by the colleagues of Machado.

Our colleagues from Turanzas in Mexico report on the new obligation to issue an electronic
invoice (CFDI) with consignment note in the transportation sector.

Pakistan Single Window (PSW) is a major development to facilitate cross-border shipments.
PSWi is the introduction of paperless communication for customs handling in Pakistan as
Muzammal Rasheed from our partner firm Enfoque reports.

Paolo Dragone from WTS Italy explains the responsibility of importers in view of incorrect
origin certificates. This has come about from a case at the Italian Supreme Court, as Paolo
writesin hisarticle.

Finally, we also cover export controlin our newsletter. Ourspecialist Jim Huish from our
UK partner firm FTl provides an update on the EU export control for dual-use goods.

Asyou, dearreaders, can see, we have once again complied a great variety of topics from
various countries. | hope you find this interesting!

Best regards,
Kay Masorsky
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Ex-Tariff on the brink of extinction

The tariff exception ("Ex-Tarifario” or "Ex-Tariff") is an import duty benefitunder which a
differentiated rateis applied to specificgoods which are proven to not have a national
equivalentin Brazil. To this effect, the Federal Government temporarily reduces the import
duty rates to up to 0% so as to boost the domestic market's supply of cutting-edge capital
goods, and computer and telecommunication goods, which are usually subject to rates
between 14% and 16%.

Itshould be noted that the Ex-Tariff is not a benefit granted for certain individuals; on the
contrary, itis a benefit for the market, and thus any importer may request the granting of
the tariff reduction for certain equipment, upon proving that such goods (considering their
unique and individual characteristics) do not have a national equivalent, i.e. national
equipment capable of performing the same functions with the same quality as the one that
isto be imported. Once the Ex-Tariff is granted, any importerin the country may use the
reduced import duty rate for the same exact goods.

The Ex-Tariff is avery important benefitfor the development of the Brazilian market, as it
makes it possible to increase the investment in cutting-edge capital goods and computer
and telecommunication goods, incorporating new technologies not produced in Brazil. As a
result, the Brazilian industry may further develop itself, making it more competitive in the
international market, while itincreases local production and thereby generates more
employment andincome for the country.

Nevertheless, Brazil isa member of the Mercosur, an intergovernmental organisation
involving South American countries, which is currently a customs union in which there is
intrazonal free trade and a common commercial policy between member countries.

Among the measures agreed by Mercosur is the provision of a common external tariff for
products that originate from outside the block. Accordingly, goods with their originsin
Mercosur are subjectto a 0% import duty (orsimilar tax in other countries), but goods from
outside the block are subject to a certain rate by all members.

As a result, the Ex-Tariff ends up being an exception for the common external tariff, as it
provides a differentimport duty rate from the one agreed by the Mercosur members.

To this effect, Mercosur has accepted the granting of the Ex-Tariff, being the latest concession
made by the Mercosur/CMCruling 25/2015, which allows for Brazil to apply different rates,
including 0%, for capital goods, and computer and telecommunication goods up to 31
December2021.

Ifthe benefitis not extended, the current 16,000 plus Ex-Tariff will be revoked as of 1
January 2022, deeply impacting on the development of the Brazilian industry and increas-
ing investment costsin such a delicate economicrecovery moment.

Although, up to October 2021, the Brazilian Government has been in negotiations with
Mercosur, an official decision has yet to be made, and the very important Ex-Tariff remains
onthe brink of extinction.



