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I 1. EXECUTIVE SUMMARY & COST ARCHITECTURE

Navigating automotive supply chains between China and the GCC requires a rigorous approach to Landed-Cost modeling. Beyond the
base vehicle price, margin integrity depends on optimizing freight modes, duty suspension in free zones, and currency conversion

buffers.

Landed Cost = CIF Value + Customs Duty + Local Terminal Charges + Compliance & Inspection + VAT

o CIF Value: FOB Invoice Price + Ocean Freight + Marine Insurance (0.25%-0.50% of FOB)

o Customs Duty: 5% x CIF Value (Applies only upon Mainland Clearance)

¢ Local Terminal Charges: THC + Bill of Lading Fees + Demurrage/Storage

¢ Compliance & Inspection: GSO Certification + PDI + Customs Inspection

e VAT: 5% x (CIF Value + Customs Duty + Local Terminal Charges)

I 2. COMPLETE COST BREAKDOWN MATRIX

The table below breaks down all cost variables involved in moving a mid-range Chinese Electric Vehicle / SUV (CIF Value ~$20,000

USD equivalent) into the UAE.

Cost Element

FOB Factory Price
Ocean Freight (RoRo)
Marine Insurance

CIF Subtotal

Terminal Handling (THC)
GCC Customs Duty

GSO & Documentation
UAE VAT

Total Landed Cost

Basis / Formula

Unit Base Cost

Direct China to UAE
0.35% of FOB

FOB + Freight + Insurance
Port Discharge Fee

5% on CIF (Mainland only)
CoC Filing & Manifests

5% on (CIF + Duty + THC)

Mainland UAE Entry

Typical Value (Per Unit)

$18,500 USD

$1,200 - $1,500 USD
$65 USD

$19,815 USD

$150 - $220 USD
$990.75 USD

$80 - $120 USD
$1,044 USD

$22,149.75 USD

Impact on Total Cost

~85% - 88%

6.0% - 7.0%

<0.5%

Baseline for Tax

~0.8%

4.5%

~0.4%

4.7%

100%



I 3. FINANCIAL CASE STUDIES & RE-EXPORT ROUTING SCENARIOS

Scenario A: Direct Mainland UAE Sale (Retail & Local Fleet)

e Objective: Clear vehicles directly into local UAE circulation for dealer network distribution.

¢ Process: Goods clear under /mport to Local declaration via Dubai Customs Mirsal Il.

 Financial Impact: 5% Customs Duty ($990.75) and 5% VAT ($1,044) crystallize immediately upon port entry.

* Working Capital Cycle: Cash outflow for taxes occurs before vehicle delivery to retail showroom.

Scenario B: Free-Zone Staging & Overland Re-Export to Saudi Arabia (KSA)

» Objective: Stage inventory in JAFZA (Jebel Ali Free Zone) or KIZAD, then re-export overland to Riyadh/Jeddah under the GCC
Customs Union framework.

e Process:
1. Inbound vessel clears under Free Zone Deposit declaration (Duty & VAT Suspended).
2. Vehicles are held in bonded staging yards for inspection and software localization.
3. Cargo moves overland under a Transit Declaration / Duty Security Deposit to the KSA border (Bata Border Crossing).
4. Final 5% GCC External Tariff is cleared at the Saudi border (ZATCA customs) rather than double-paid in the UAE.

¢ Financial Advantage:
o Zero Double Duty: Avoids paying 5% UAE duty + 5% KSA duty.
o Working Capital Optimization: Defers tax payments by 30 to 90 days until the vehicle is dispatched to the target market.

I 4. CURRENCY RISK & B2B SETTLEMENT MATRIX

High transaction values in vehicle trade mean FX spreads significantly impact net margins. Settling invoices in Chinese Yuan (RMB)
versus US Dollars (USD) presents distinct operational dynamics:

Settl t . . .

etiemen Direct RMB Settlement (Offshore UAE Clearing) USD Settlement (Traditional L/C)
Parameter
FX Conversion Low: Eliminates double conversion (RMB — USD — AED). Moderate/High: Subject to USD-RMB fluctuations
Costs Saves ~1.2%-1.8%. at supplier end.
Transaction Fast: Same-day or T+1 processing via UAE offshore RMB Standard: 2—-4 banking days depending on
Velocity clearing hubs. correspondent banks.
Supplier Chinese OEMs frequently offer 1%-2% pricing incentives for Standard list pricing; OEM absorbs FX hedging cost
Discounts direct RMB settlement. in quote.

Pegged AED-USD stability allows predictable RMB-AED Exposed to global USD liquidity bottlenecks and

Risk Exposure . . .
hedging via forward contracts. compliance checks.

I 5. STRUCTURED TRADE FINANCE & ESCROW PROTOCOLS

To mitigate performance risks (non-delivery, delayed shipping, or non-compliant GSO specs), B2B importers should utilize a 3-Tiered
Trade Finance Framework:

1. Irrevocable Letter of Credit (L/C)

Payment released ONLY upon presentation of clean Bill of Lading, GSO Certificate, and PDI Inspection.

2. UAE Escrow Structure

Funds held in a UAE-regulated escrow account; released upon vessel discharge verification at Jebel Ali / Khorfakkan.

3. Demurrage & Holding Fee Buffer

Contractually allocate free-time windows (14-21 days) with shipping lines to avoid daily port penalties on stalled lots.




I 6. EXECUTIVE ACTION PLAN & NEXT STEPS

» Audit Tariff Codes: Ensure precise HS Code mapping under Chapter 87 (Vehicles) and Chapter 8507 (Li-ion Batteries) before
booking.

e Setup Bonded Accounts: Establish a Mirsal Il Free-Zone Code with Dubai Customs to execute duty-suspended staging.

¢ Run Real-Time Simulations: Utilize the interactive Landed-Cost & Duty Simulators available on Platform.Tendify.Net.
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