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Government of Ras Al Khaimah Customs Department

Ref: HO 18\3\2020\ 1 &
Date: 1" September 2020

Customs Policy No. (3) of 2020

Policy name: The Free Zone Procedures

Policy details:

In accordance with the provisions of Chapter IV (Free Zones and Duty-Free Shops) of the GCC Common
Customs Law, and in an endeavour to achieve the strategic goals of RAK Customs Department and
support trade at the free zones with the aim of attracting the investors and raising the economy of Ras

Al Khaimah, it has been decided to update the Customs Policy No. (2) of 2016 and for the Policy herein
to include the following procedures:

- Production Cost Calculation system

- Armored and modified vehicles

- Entry and exit of construction materials and equipment

- Handling rented equipment and machinery

- Handling defective ‘rejected’ goods and materials

- Handling consumables

- Storing goods of GCC and Arab States origin

- Removal of waste, damaged goods and scrap

- Internal transfer between the free zone companies

Article (1)
(Terms and definitions)
The following words and terms, wherever mentioned throughout this Policy, shall have the meanings
hereby assigned for, unless the context otherwise requires:
Free zone: means a part of the state’s territories in which commercial or industrial activities are
exercised under the repsective 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.
1
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Customs Department

Warehouse: means the place or facility wherein the goods are deposited under supervision of the
Administration free of customs duties (taxes) accordnig to the provisions of the GCC Common Customs

Law.

Origin of the goods: means the producing country, whether these goods are natural resources,
agricultural crops or animal or industrial products.
Customs Office: means the sector, designated by the Minister, at each seaport, airport, and land port or
at any other place where there is a branch office of the Administration authorized to complete all or
some of the customs procedures.
Customs taxes (duties): means the amounts levied on the goods according to the provisions of the
GCC Common Customs Law.
Types of goods: means the description mentioned in the customs tariff nomenclature.
Military exemptions: Imports for all sectors of the military forces and internal security forces, such as
ammunitions, arms, equipment, military means of transport and parts thereof and any other materials,
shall be exempted from customs taxes (duties) by a resolition of the Council of Ministers or the
authorized authority in each State.
Diplomatic exemptions: Imports of the diplomatic corps, consulates, international organizations and
the members of the diplomatic and consular corps accredited by the government shall be exempted
from customs taxes (duties) on reciprocity basis according to the international agreements, laws and
orders in force.
Article (2)

(Production Cost Calculaton system)
As per the following requirements, the customs taxes (duties) shall be levied on the production cost
value of the others’ goods, which are not owned by the free zone companies and are admitted therein
for the purpose of processing, modifying, cutting and painting when these goods are returned back to
the local market company (non-free zone) owner:

Registration mechanism for the Production Cost Calculation system:

1. The industrial company located inside the free zone shall submit an application for registering
in the Production Cost Calculation system.
2. The local customs center shall submit a report after visiting the company to check whether the

activity stated in the license is in conformity with the field activity of the company.
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3. The Director General shall grant his approval for the industrial company to be registered in the

Production Cost Calculation system.

Application mechanism for the Production Cost Calculation system:

1. The form for approval of the Production Cost Calculation relating to each invoice or agreement
contract, along with the invoice or the agreement contract between the industrial company
located inside the free zone and the local market company, shall be completed and submitted to
the local customs center when the shipment is admitted into the free zone.

2. The Production Cost Calculation form shall be approved by the manager of the local customs
center after the necessary audit.

3. The customs entry and exit declarations shall be made for the shipments using the production
cost stated in the agreement contract.

Application controls of the Production Cost system:

1. The shipment must be removed as per the agreement stated in the invoice or the agreement
contract provided that the period of each contract shall not exceed 6 months.

2. Imported goods for which the customs taxes (duties) have not been paid must be detailed on
the Production Cost Calculation form and the normal applicable customs taxes (duties) on these
goods must be paid.

3. The industrial company must provide the actual production cost and not a percentage. If the
provided production cost seems to be meagre or substandard, the customs office has the right
to request the production cost to be revised.

4. The company shall be registered in the Production Cost Calculation system for two years and a
fee of AED 200 shall be collected.

5. The local customs center shall regularly audit the industrial companies approved within the
Production Cost Calculation system.

6. If the local customs center have suspicion that the company has breached the production cost
controls for any of the submitted contracts, a customs offence shall be applied to the siezure
case as per the Customs Offences manual, and the company registration in the Production Cost

calcualtion system shall be stopped.
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Article (3)
(Armored and modified vehicles)

In order to facilitate the movements for companies with armored vehicle activity at the free zones, it has

been decided to apply the following procedures:

Procedures for vehicles registered in the UAE (the military forces and diplomatic corps):

1. The vehicles of the military forces and diplomatic corps, which are registered in the UAE, shall
be allowed to enter for the purposes of armoring and modification with the armored vehicles
companies in the free zone immediately as these vehicles arrive at the local customs center.

2. The customs clearance procedures must be finalized within 5 working days as from the date of
entry of the vehicles. The required documents, including the numbers and marks of the vehicles
along with the required approvals and permits, must be attached.

3. The customs taxes (duties) shall be levied on the service value agreed in the contact between
the company and the competent entity, if no customs exemption is available.

4. The free zone armored and modified vehicles service charge of AED 200 shall be collected.

Procedures for unregistered vehicles:

1. The normal customs clearance procedures shall apply at entry and exit after the required
documents, permits and approval are provided.

2. When the vehicle exits the free zone, the customs taxes (duties) shall be levied on the vehicle
value after being armored if no customs exemption is available.

3. The customs taxes (duties) shall be levied on the vehicle modification value when the
administrative approval is obtained.

4. The free zone armored and modified vehicles service charge of AED 200 shall be collected.

Article (4)
(Entry and exit of construction materials and equipment)
In order to faciliate the entry and exit of the construction materials and equipment for the free zone
companies, it has been decided to implement the following procedures:
1. Construction materials and equipment received from the local market under invoices and

contracts made and entered by the factory shall be allowed to enter to these companies and

s Wy

factories under the dutiable gate pass procedure.
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2. Construction materials and equipment imported from outside the UAE, for which the customs
taxes (duties) have been paid under customs declarations issued by the first point of entry in the
UAE, shall be allowed to enter to these factories under the dutiable gate pass procedure.

3. These construction materials and equipment shall be dealt with under the GCC Common
Customs Law and if the companies and factories are requiring to remove the same equipment, a
copy of the dutiable gate pass issued at the time of entry must be presented.

4. If any company or factory breaches the provisions or has attempted to admit any other goods
using the Construction Materials and Goods procedure, the company shall be penalized
according to the GCC Common Customs Law.

Article (5)
(Rented equipment and machinery)
Equipment and machinery rented for a period of time less than 30 days:
Rented equipment and machinery admitted into the free zones from the local markets in order to be
used in the production processes, i.e. cutting, maintenance, for a period of time less than 30 days, the
following customs procedures shall be applied:

1. A request for admitting the rented equipment and machinery into the free zone shall be
submitted by the free zone company. The request must detail the specifications, marks and
numbers registered, and a valid contract must be submitted along with the documents required
for the purposes of admitting such equipment and machinery into the free zones.

2. The rented equipment and machinery shall be inspected and examined by the customs
operations staff.

3. Adutiable gate pass shall be issued in order to admit the rented equipment and machinery into
the free zone. The gate pass must incorporate the marks, registered numbers and rental period
as per the rental contract.

4. When the rented equipment and machinery are removed out of the free zone, the company must
submit a copy of the entry documents to the customs operations staff for the purposes of
customs inspection and conformity of marks and registered numbers.
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Equipment and machinery rented for a period of time more than30 days:

Rented equipment and machinery admitted into the free zones from the local markets in order to be
used in the production processes, i.e. cutting, maintenance, for a period of time more than 30 days, the
following customs procedures shall be applied:

1. A request for admitting the rented equipment and machinery into the free zone shall be
submitted by the free zone company. The request must detail the specifications, marks and
numbers registered, and a valid contract must be submitted along with the documents required
for the purposes of admitting such equipment and machinery into the free zones.

2. The rented equipment and machinery shall be inspected and examined by the customs
operations staff.

3. Aninspection and examination report shall be made with the description and numbers of the
rented equipement and machinery along with marks and registered numbers thereof.

4. A cutoms declaration for admitting the rented equipment and machinery into the free zone shall
be issued with the value of the rental contract. The marks, registered number, rental p.eriod as
per the rental contract must be detailed in the Marks and Numbers field of the customs
declaration.

5. When the rented equipment and machinery are removed out of the free zone, a customs
declaration shall be made and the customs taxes (duties) shall be levied on the value of the
rental contract. A copy of the entry documents must be submitted to the customs operations

staff for the purposes of customs inspection and conformity of marks and registered numbers

Article (6)
(Defective ‘rejected’ goods and marterials)
Goods, materials and equipment, which are received from the local market suppliers and are found to
be unfit, unsuitable or broken, or are rejected for any other reason and have to be returned to the
supplier, must be returned within one month from the date of admission into the free zone without
paying the customs taxes (duties). A copy of the customs documents issued for the same goods,
materials and equipment when they have been admitted into the free zone, along with a letter from the

company to explain the case, must be submitted.

</
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Article (7)
(Consumables)
For goods, items and equipment that are delivered from suppliers in the local market and entered to a
free zone company, but do not form part of the company'’s production lines (stationeries, cleaning tools,
safety and security tools, clothes, drinks and food, electronics) and are within the scope of use for that
company, a dutiable gate pass shall be issued, provided that such items must be of no commercial

nature and are commensurate with the company’s human resources, requirements, activity and license.

Article (8)
(Storing goods of GCC or Arab States origin)
The free zone commercial companies storing goods of GCC or Arab States origin shall be exempted
when removing such goods out of the free zone to the local market as per the following requirements: -

The mechanism for registering companies in the exemption system for goods of GCC and Arab

States origin stored inside the free zone:

1. Aregistration application shall be submitted by the free zone commercial company in order to
exempt the goods of GCC and Arab States origin stored in the free zone.

2. The local customs center shall submit a report after visiting the company in order to verify that
the activity in the company’s license is in conformity with its field activity.

3. The Director General shall approve the commercial company to receive the exemption for its

goods of GCC and Arab States origin.

Application mechanism for exempting goods of GCC and Arab States when removed from the

free zone for approved companies:

1. An exempt customs declaration shall be made when the shipment is removed from the free

zone by submitting the required documents along with a copy of the documents relating to the

admission into the free zones.
2. Aservice charge of AED 5 per tonne shall be levied.

Exemption controls for goods of GCC and Arab States origin stored by the approved companies

when removed out of the free zone: -

1. e company have to be registered in the exemption system for goods of GCC and Arab States

origin and fee of AED200 shall be collected.
2
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2. The goods to be removed must be the exact same goods, without being processed or changed

with the same customs tariff at the time of admission and time of removal from the free zone.

3. Company whose activity is bulk materals of GCC and Arab States origin shall be included.

4. Companies whose activity is merely storing then removing goods of GCC and Arab States origin
to the local market shall be included.

5. Certificate of origin or origin indication proof must be submitted.

6. Such goods or materials must not be of those listed within the customs tariff lists associated
with any other customs laws or procedures (i.e. materials stipulated in the anti-dumping law)

7. The adminstrative approval shall be withdrawn if any customs offence is registered against the

company duting the customs clearance of the shipments.

"Article (9)
(Waste, damaged goods and scrap)

Waste and damaged, unusable or expired goods shall be handled as per the following cases:

Waste and damaged goods directly delivered to the Waste Management Authority of the Public

Services Department shall be handled as per the following cases:

1. An application must be submitted by the free zone company for removal of the waste, damaged
goods and scrap along with the necessary permit from the Waste Management Authority.

2. The shipment shall be inspected and examined by the customs operations staff.

3. Adutiable gate pass shall be issued for the shipment.

4. The shipment must be escorted (for shipments of high customs value or dangerous materials).

5. Proof of the shipment delivery to the Waste management Authority (payment and delivery
receipt) must be sumbitted by the company within two working days.

For waste, damaged goods and scrap sold to the recycling companies, normal customs clearance

procedures shall be applied.

Article (10)
(Internal transfer between the free zone companies)
This procedure shall be applied to any shipments sold/bought by and between any free zone companies

located inside one free zone, provided that the initial approval is obtained from the local customs center
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Documents required:

1. The original and detailed invoice of the items along with the correct HS codes thereof. The
invoice must be stampted by both the seller and the buyer.

2. Acopy the customs declaration documenting the admission of the goods into the free zone from

the selling company.

The customs clearance procedures:

1. An exempt Import declaration of the shipment details shall be issued to the selling companies

2. An export declaration or re-export declaration, depending on the origin of the goods, shall be

issued to the buying company.

3. The inspection procedures for the customs release purposes shall be completed by the
operations staff. ‘

This Policy shall come into force as from 6" September 2020 and Customs Policy No. (2) of 2016

shall be cancelled.

For information and necessary action as required;

Dr. Mohammed Abdullah Al Mehrezi
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