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FirstylimelReleaseiSurveyj(1997)

Quaranting&!
Gthergrequirements

import Approval of Clearance
Declaration Declaration & Removal




Key;Problems

o Declarations allowed only after the storage

o OGA’s complex requirement

o Paper-based checks and control

B (7.hou)




Reformsforjimprovement

Flexibledeclaration

(1) IMPORT DECLARATION PRIOR TO ARRIVAL

- Declaration before arrival/storage was allowed

(After departure, before arrival, before storage, etc)

(2) ON-DOCK IMMEDIATE CLEARANCE

- Immediate clearance while goods are stored on-dock

(3) IMMEDIATE RELEASE

- Release declarations before clearance declaration wa_
4




Reformsiforjimprovement
ReducinglGoods)verified

'®) Excessive regulations totaling Sl Elimination of verification
41!0GA'regulations | fon items of little importance

™S Regulated items : 46%}in! = Elimination of sixteen laws
Value§52% in declarations S Partial Elimination

'@ A Tighten scrutiny, on public
health and safety items




Reducing (Goods verified by Customs

Totallimport{(US$144]billion;}2:6]millionldeclaratic
Related]laws; LawslrequiringlCustomsjverification
fAfter,
NumberJoflaws 60 41} 27
poramountGIion
Numberjof{declarations}(62%(1!626,000) 529%(13354,000) Zasy, (S10/0,0)]
o onk1997 e
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Reformsiforjimprovement

Networkil'inkage ,withOGAs

Paper based control Electronic networking with
‘ B OGASs
= Visiting Customs and OGAs o
e Co izl = Customs check the verification on-line
procedures

= Reduced clearance time

= Savings of KRW,;100 billion logistics costs




NetworkilinkagelwithlJOGAs




Importers needed to visit] designated
‘ g duty from theirJaccount;Ywith computers’
in{their office

|




Reformsiforjimprovement

PaperlessiCustoms Clearance
Import de&lar-a_,t'ioa onlyawas! Full automation of import declaration
processed electrically

j Customs verifies OGA requirements
by EDI networking

Elimination of supporting documents
Documents kept by declarants

% No visit to Customs in

R SUICHIES S0 PRI e
declaration on its printer




Paperliessiclearance

115%

Items Subject to

Document Review ¢ \« ) )\ ( N

£

Submission of
documents

Document
Review

( Screen Review )

o |

Items Subject to
Goods Inspection
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Post/Audit

Customs concerned only about! right Ji | Wil Post Audit System
| -1 Customs Clearance first,
inati
=Y Examination & control}before Post Audit later
-1 Complaints about the role of
=)Time proven technology
preferred by, Customs

N
T
\



[0!Publication]of;
verification'and,verification' method?

- Using HSK code (10 digits)

- Special task force lasting 3 vears

0 jCargo Tracking|System@throughlinternet

- B/L number based internet tracking
system like FedEx, DHL

- Increased integrity and immediate
processing of Customs clearance




Open customs Policy

Cargo Tracking Service through Internet, Customs Audit

Opening Customs decision making process via Internet
Legal notice, cargo arrival notice via e-mail, mobile message

Evaluation & Merit system

Continuous evaluation of Customs officials, Customs Houses

Performance based personal management (Merit system]




iTime!Release
- Hous)
19974 3.4 1111 7:08 14.8'
2000, 2.3 6.6’ 2:44 9.0’
fTime]Saved for. 1mport clearance 3 G‘W
Improved'efficiencyjofiCustomsiprocedures§:-¥4'S)Hours
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e New Trading environment
Background — Global Production, E-commerce, Just-in-time
System, and Intra—firm Trade, Express industry

e Customs focused on Customs processing

New — Reduced the average clearance time to 1.5 hour

Challenge |y \eed to focus on overall TRS

— From arrival of cargo at port to final release

TRS Improvements,were needed




ImprovementiPlan

Goal To halve;TRS from 9.6 to 5 days (amival =>acceptance)

Analysis Identifying Tasks Strategies

iCIMeasure time) (OMlIdentifying

Improvements
release on each = Regulations’and
stage Rrocedural

CYAnalyze causeof) ol s
M = Automation

System




Challenges

Everybodyjloves'change;lexcept;for,themselves

Warehouse Shipping Agents

itlisInot{algoodlidea

Simplified
%ﬁ%gg

e Reduced|storagejtime T Eﬁzt-l?] ihlois]
o8

means]lostjrevenue;

[Customs|might]iose forithelwarehouse)
LTICOC Smalllcompanies

needitosurvive;




ProblemJAnalysis

SurveyjResults](TRS:Yanuary; 200

Arrivali2dBonded = Preparation[of/import M k=>'Acceptancef . Removal
s | i | B

.
.
.
S .
....
o .
.....

............. . i Causes of
Causes of Delay : Causes of Delay _— Delay

= Lack of programs for = Compliance with 0GA = Delays in
unloading during night time requirements (Quarantine, cargo removal

= Delay in manifest submission Safety, agriculture) _

- Lax (5davs] period of = Non-compliance to the period  after
mandatory unloading of import declaration(imonths]  acceptance,
declaration = Low rate of utilizing pre-entry etc

= Long period of storage (5days)  import declaration scheme, '
at bonded areas, etc. etc.

— Chronic congestion in cargo vards



Reformslimplemented
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® nitiated a 24-hour unloading
program at Pusan Customs

e Reduced mandatory period of
unloading declaration (5—3 days]

e Shortened the storage period
at port areas (5—3 days)

e
e
°e
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°e
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°e
®e
®e
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®e
®e
°e
°e

e Operated a 24-hour clearance system
at major ports
® Penalties on declarations made one month
after arrival
e Mandatory removal period of15 days
from bonded areas after acceptance
e PDA assisted cargo examination :
e Simplified Customs transit procedures, etc «..*
e [ntroduced the Monthly Payment System



Other,Measures

Structural{reforms with!Impaction}TRS

»linternet Clearance Portal (Aug,'2006,'35%)
»>4Single Window,(Aug,'2006,\with 8 0GAS)




Outcomesof the}TRS'

Sl EH0.65u1.5(days|(353%)

_ Import Acceptanc
— Bonded Area — .= —
Jan. 2003 Arrival (chP removale
Dec. 2005
0 2 4 6 8 10 12 14

* Time release could not subject to simple comparison between countries
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#iTRSImethodologies

copejand|DesiantiEveryjste J@‘}(w _.). DCEsSIng

ClMeasuring[alllimporticargoes|(Monthiyjé ‘:n!‘GﬂBIIIII
EXcep wmmmm@ onded

s Measuringjthe]monthiy/averagejtime]ieadingjto]release|

Slinvoivinglalljthe]Customs]Houses!(31)
Alrportivsisear b mmcm&m Ilﬂ@mwﬂ

cases)

o
3
2

iTimelandimethodology:{Every/monthiwith{automated[systen




Foryourjinformation

TRS by mode of transportation (une 2006)

>Second Phase

HO%E | renousing, b | (03 oo o0 | . s )| T
Air Cargo 0.6 1.91 1:02 2.53
Sea Cargo 217 4.4 2:00 6.69
Average 1.34 3.09 1:29 4.5

TRS excluding.. holiday, long storage goods, own warehouse (Aug. 2006)/Average Dev.

086 | runousing. by | (0 o o) | & s, rowr| 12
Air Cargo 0.13/0.46 0.96/2.72 0:57/2:44 1.11/2.8
Sea Cargo 0.52/2.03 3.29//6.89 1:55/5:58 3.94/7.26
Average 0.26/1.23 3.09/4.65 1:16/4:07 2.4/4.91




1113Third]Phasel(20062)

Client{Oriented]lfogistics]information
S (GUS)



Background

Customersihaveldifferentiopinions
customs” View(Example]™ ™ GUStomer's View
‘03 ‘05

Trader A - 18days gdays

Trader B - 8days Adays

Trader ¢ - 2.8days 1.5days 1.5days 4.5Idays 8days
average 3.6days S = _Sdays clewatlon= of65+d3a?l(;ays -

Satigfied witih Shaim reduetion | ~ Complaints abouk huge deviation

< Business needs reliable & homogenous release for Just-In-Time production/delivery

Paradlom shift I clesrence / loglsdes selvice : Speed M) quality ‘




vision “me==@iTo provide predictable and homogeneous logistics service

Goal : Reducing average (11.8 days in ‘06 from132 days in '05]

distinction ‘ ‘ ‘ Average

A. deviation 143
reduction(%]) 10%

PliotiProlec
< Starting with the semiconductor industry to expand it to other sectors:
Deviation in semiconductor industry : (°05) 6.49days => ('06] 4.54days

<final goal >

13.2days -
11.8day
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aningjtojvolcejof{icustome

Adopting GOLF

< GOLF [ Go and see + Listen to field + Feel)

Surveying semiconductor industry

< To identify bottlenecks and listen to the voice of customers in the field
- survey : °06.3.6 ~ 3.10(5days) with 50semiconductor manufacturers

' ) \

TRS Average deviation
Industry Customer Review Industry Customer Review result;
average demand result average demand New goals
4.80 4.54
3.08 309  S)8@sAl  gag  (26%reductio (30%reductio

\ n) n) J
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entifying|bottienecks) ng(solutionsiforS:C.1

Arrival Preparation Clearance l
Problems | problems | problems |
_ = Low utilization of pre-entry import = Delay in acceptance in
= Lack of workforce for unloading declaration, 8 hour clearance the absence of the
during night time .
system person in charge

= Delay in manifest submission (5%)
= Higher review rate on bonded
transportation (30%)

= Avoidance of 24 hour declaration
by customs brokers

= Unnecessary stockpile of raw
materials

= Excessive workload for
each officer

'—

o Automatic acceptance of bonded transportation 70% —> 80%

o Exemption of inspection for highly compliant businesses

o 24hour automatic acceptance of usage for bonded factories

o 3pecial Consultation to semiconductor manufacturers with excessive average deviation




Reduction of average deviation

semicon |
5.9 dzys 105) = 4.49 (106.8) : decreased 30% year on year

ductor

m { 19.20 days '05) -2 11.05 ('06.8) : decreased16% year on year

Semiconductor Overall Semiconductor Overall
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” \
Cargo Arrival Arrival at U (oadin l.r Bonded ( Bonded ‘ Filing Import ( Permission of Rdoase of
Movemg‘ ) notice L Port MORED9 ]Tmnsponatnon LWarohousmg L Declaration : "‘PO" Cargo
Existing Cargo Management System Import Clearance System
s;mggm) (CMS) (1cs)

Automated Raw Data Input CL' s ] Automated Raw Data Input

Moasurement of < ~essi Measuroment of
Tracde Commumnity

Yr 2@3 Ye, 2000

18 2
8 a

28 1.6
Y- .

P

Tacht

A . A "
status 7 ronitime | Aver . Standard |
‘ age Time Management
Consumed by:.ogauc | byd"‘mg"“l'&"c -\ bycompany |
~ Shi = Surveyor |
A o m— Access by Internet . T @69)
« Forwarder Broker
(2,234) « Bonded
— [ iprssa] (o] [hancsena) | Worgtiovee =
(38) | (650) :

« Assessing the Efficiency
of Organizational

Utilization of . Saving Logistics Costs « Enhancing Expedited « Strengthening the
Oporataon

inform Cargo Processing Compaetitiveness of SCM

—— — —— — |



Year

1998 |

2003

2004

2005

2007

2010

’ 3.6

25

- Arrival - Warehouse

9.6
5.5

4.5

5 10

I o
w Warehouse - Declaration

14.8

Days
15

Declaration - Approval




2.85

2.3

«$=7010L
20114
20124

12 22 3% 42 59 6% 7¢€¥ 8¥ 9¥ 10¥ 11¥ 12¥



Difficultiesifaced

cINoJonejwantsjtolloselcontrolEdOldiwayslarelbetter,
- Customs; Elimination of hard copy, Adopting post audit system

O to competition
- OGAs; prefer control while goods are under Customs custody

clHerculeanjlaskitolderegulate]IERlandimaking]lHSicode
basedigoodsilistsithatineediverification

llfack{offawarenessiamongjhighllevelipolicyimakers

JlEackiofiinfrastructurejonjEDllandjautomation




« Customs Law authorized Customs to decide items
R galbatk sound that need verification during clearance

ILzntrelinins | « Leadership from the CEO and committed

Commitment’ Customs officials
WO lsgmdingtie | « Continuous consultation with OGA and Business,
and Training of its staffs
el e | Technical assistance including development and

distribution of the free S/W to OGASs

Strategic » Strategic partnership with Quarantine (Pilot Project)
Partnership « Demonstrating and Sharing data with OGA

Sharing information, Customs'law; plus threatening



SEEED 8
\WhatjTiRS]hadfachieved]in]K'orea
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Outcome
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DBIMTradingJAcross
I-

Hong Kong SAR, China Malaysia
2 Korea, Rep. nE Netherlands
. Denmark = Germany
2 United Arab Emirates ne United Kingdom
£ Finland N Mauritius
4 Estonia nY Latvia
£ Sweden e Portugal
2 Panama = Cyprus
10 Israel 20

Japan



Tools to
contribute!

Thanks very much!
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