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1 SCOPE

a) This document addresses:

i) The distinction between inbound and outbound duty free and tax free shops;

i) The location of duty and tax free shops;

iii)  The initial import clearance placing the goods under the warehousing regime;

iv)  The warehouse accounting principles required for all goods taken on hand in the warehouse
facility, including the picking phase and documents relating to the removal from the storage area
to the retail outlet;

V) The movement of the goods to the retail outlet;

vi)  Traveller sales transactions, including minimum information required,;

vii)  Delivery of the forms SAD 500; and

viii)  The transitional arrangement for inbound duty and tax free shops.

b) Excluded from this document:

i) Application for and refusal, suspension or cancelation of a license with the exception of the
transitional arrangement for existing licensees with respect to amending their current licenses;

i) Warehouse inspections and audits including record keeping;

iii) Imposition of schedules for non compliance; and

iv) Goods in free circulation sold in conjunction with bonded goods.

c) All references in this document to specific purpose codes must be cross referenced with the Manual
for the Completion of Declarations (SC-CF-04), CPC Combination Matrix (SC-CF-04-Al14), Purpose
Code to CPC Matrix (SC-CF-04-A15) and Procedure Measure Matrix (SC-CF-04-A16).

2 POLICY

d) Goods may be imported and placed under a Customs warehouse regime, in terms of Section 38(1)(a),
for purposes of being sold in a facility known as a duty free shop licensed in terms of Section 21(1).

e) The basic requirements to operate a duty and tax free shop are:

i) May only be at one of the international airports as designated in Rule 21.04.04;

i) The operator must be licensed;

iii)  The necessary security as determined by the Branch Office must be furnished;

iv) Inbound duty and tax free shops may only sell to inbound travellers; and

V) Outbound duty and tax free shops may only sell to outbound travellers.

f) Travellers arriving from or who embark to the BLNS countries may not purchase bonded duty free
goods but only goods in free circulation. Travellers from destinations outside the Common Customs
Area en route to a BLNS country may purchase bonded goods.

o)) Outbound duty free shops must be situated in the area after Immigration, also called airside. Inbound
duty free shops must be situated after Immigration in the luggage terminal but before the Customs
control point.

h) All licensees who wish to open inbound duty free shops must first obtain approval and a retail outlet
facility from the authority managing the international airport where after application is made to the
Controller / Branch Manager on the prescribed forms.

i) No monetary restriction will be placed on the duty and tax free shops with regards to sales made to
any specific traveller.

)] Transitional arrangement:

i) All current licensees operating a duty free shop will be regarded as an outbound duty free shop,
i.e. selling goods duty and tax free to travellers leaving the Republic to destinations outside the
Common Customs Area. An endorsement to this effect will be made on all such licenses.
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ii)

Any licensee of a duty and tax free store at any of the international airports as referred to in
Rule 21.04.04(a) who wishes to extend its license to include a inbound duty and tax free shop
must apply on form DA 185 and DA 185.4B4 to the Controller / Branch Manager.

iii) The application must be accompanied by the plans of the new inbound facility as well as proof
from the authority in charge of the airport that the facility is available to the licensee for the
purpose of carrying out sales to international travellers in that area of the airport.

iv)  An endorsement will be made by Customs on the current license if the application is approved.

V) Bonded goods stored currently in the warehouse facility cleared using the purpose code “WE”
must be substituted with a fresh clearance using the purpose code “WH” before being placed on
display in the inbound duty and tax free shop.

vi)  After the initial substitution phase all other forms SAD 500 “WE” must be substituted to purpose
code “WH".

vii)  The licensee will also have to obtain all certificates, permits or other documents as required if
any of the goods are subject to import restrictions.

3 REFERENCES

3.1 Legislation

TYPE OF REFERENCE REFERENCE

Legislation and Rules | Customs and Excise Act No. 91 of 1964: Sections 19(9), 21(1), 38(1)(a)
administered by SARS: Customs and Excise Rules: Rules 21.04.01 to 21.04.12,
Value-Added Tax Act No. 89 of 1991: Sections 7(1)(b), 13(3)

Other Legislation: Promotion of Administrative Justice Act No. 3 of 2000: Section 3 and 5
Promotion Of Access To Information Act No. 2 of 2000: All

International Instruments: | Kyoto Convention General Annex Chapter Standard 4.4

Kyoto Convention Specific Annex D Chapter 1 — Customs Warehouses,
Standards: 1, 3, 4, 10 and 11 and Recommended practice: 5

WCO Framework of Standards: None

3.2 Cross References

DOCUMENT # DOCUMENT TITLE APPLICABILITY
SC-CF-04 Manual For The Completion Of Declarations All
SC-CF-04-Al14 CPC Combination Matrix All
SC-CF-04-A15 | Purpose Code To CPC Matrix All
SC-CF-04-A16 | Procedure Measure Matrix All
SC-SE-05 External Policy: Securities All

4 DEFINITIONS AND ACRONYMS

Act Customs and Excise Act No. 91 of 1964

BLNS The Republic of Botswana;
The Kingdom of Lesotho;
The Republic of Namibia; and
The Kingdom of Swaziland

Common Customs Union The combined area of the Member States of SACU

CPC Customs Procedure Code

Customs Officer Any Officer of SARS that is responsible for collecting duties on imported and
exported goods, facilitating trade and protecting the local economy and
country. In certain circumstances an Officer may perform multiple roles; e.qg.
a PCI Officer may perform the role of an Enquiry Officer.

SACU The Southern African Customs Union between
a) The Republic of Botswana,;

b) The Kingdom of Lesotho;

C) The Republic of Namibia;

d) The Republic of South Africa; and

e) The Kingdom of Swaziland

SAD Single Administrative Document
SOS Special storage warehouse
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Value-Added Tax
Warehousing for export only
Warehousing

5 DOCUMENT MANAGEMENT

Business Owner: Chief Officer: Customs and Border Management
Policy Owner: Group Executive: Customs Strategy and Policy
Author: E. Steenkamp

Detail of change from previous | Insert cross reference of purpose codes to CPC combinations and template
revision: update.
Template number and revision | SC-POL-TM-02 - Rev No 10
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1 SCOPE

a) This document addresses:

i) The distinction between inbound and outbound duty free and tax free shops;

i) The initial import clearance placing the goods under the warehousing regime;

iii)  The warehouse accounting principles required for all goods taken on hand in the warehouse
facility, including the picking phase and documents relating to the removal from the storage area
to the retail outlet;

iv)  The movement of the goods to the retail outlet;

V) Traveller sales transactions, including minimum information required;

Vi) Delivery of the forms SAD 500; and

vii)  Transitional arrangement.

b) Excluded from this document:

i) Application for and refusal, suspension or cancelation of a license with the exception of the
transitional arrangement for existing licensees with respect to amending their current licenses;

i) Warehouse inspections and audits including record keeping;

iii) Imposition of schedules for non compliance; and

iv)  Goods in free circulation sold in conjunction with bonded goods.

c) All references in this document to specific purpose codes must be cross referenced with the Manual
for the Completion of Declarations (SC-CF-04), CPC Combination Matrix (SC-CF-04-A14), Purpose
Code to CPC Matrix (SC-CF-04-A15) and Procedure Measure Matrix (SC-CF-04-A16).
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2 PROCEDURE

2.1 Diagram / Flowcharts For Clearance Procedure And Control Of Goods In A
Duty And Tax Free Shop
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2.2 Import Clearance
PROCEDURE STEP
a) All import clearances must be made on form SAD 500.
b) The purpose code that must be utilised will be determined by the type of duty and tax free shop
licensed:
i) If licensed as an outbound duty and tax free shop the purpose code warehouse for export only
“WE" must be used.
i) If licensed as an inbound or both inbound and outbound duty and tax free shop the purpose
code warehousing “WH” must be used.
C) All import control requirements (certificates, permits, letters of authority, etcetera) must be met at the
time of clearance under the purpose code “WH”".
d) Goods prohibited from importation and / or exportation may not be warehoused or sold to travellers.
2.3 Warehouse Register And Inventory Control At Time Of Importation
PROCEDURE STEP
a) All goods stored in the warehouse and placed on sale in the retail outlet facility must have a unique
stock code:
i) Goods, for example cigarettes classified under tariff heading 2402.20.90, must be recorded in
the register reflecting both the tariff classification and the stock code.
i) A separate stock code must be allocated for each brand and its specific packaging.
iii) Cartons containing packets of 10s must have a different stock code than cartons containing
packets of 20s.
b) Upon receipt of bonded goods into the warehouse the warehouse register must be updated to reflect
such entry particulars.
c) The register must contain the following minimum information:
i) The SAD 500 final number and date;
ii) Port of entry;
iii) Quantity placed in warehouse per SAD 500; and
iv)  Storage location of the goods in the warehouse.
d) Only bonded goods may be kept in the licensed SOS warehouse.
e) Goods in free circulation must be stored separately.
2.4 Picking Phase And The Documentation Required
PROCEDURE STEP
a) Picking of goods for distribution to the retail outlets may take place at any time when replenishing is
required.
b) Goods must be reflected on a picking slip.
c) The picking slip must contain the following minimum information:
i) Licensee and duty and tax free shop operator name;
i) To which retail outlet the movement will take place (in instances of licensees with more than one
retail outlet);
iii) Goods code;
iv)  Quantity; and
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PROCEDURE STEP

V) A clear distinction between bonded and free circulation goods if removed together.

d) The picking slip must be retained as a record of movement which may be requested at any time by a
Customs Officer.

2.5 Removal To Retail Outlet

PROCEDURE STEP

a) Bonded goods being removed from the storage area to the retail outlet must be packed in lockable
trolley and a copy of the picking list must accompany the goods.

b) Trolleys may not be left unattended in any area with general access to the public.

2.6 Sale Transactions And Required Information To Be Indicated On The Sales
Document

PROCEDURE STEP

a) All bonded goods in the retail outlet must be clearly marked indicating that the selling price does not
include duty and VAT.

b) In the event that any goods placed in a warehouse requires an export certificate, permit or other such
document to be produced prior to exportation it may not be sold to outbound travellers, unless the
licensee is in possession of such certificate, permit or other document.

C) Bonded and free circulation goods sold to inbound travellers at the inbound duty and tax free shop
must be placed and sealed in a transparent package ensuring the goods are visible together with the
cash receipt or other sales document.

d) The tax and duty free shop operator must before concluding a sales transaction:

i) Obtain from the traveller a valid flight ticket, boarding pass and passport to be eligible to
purchase. Only purchases of free circulation goods are allowed to travellers arriving from or
embarking to the BLNS countries.

i) Capture the flight and seat number from the boarding pass and reflect such on the cash receipt
or sales document.

e) Cash receipts or other sales documents must be issued in duplicate and serially numbered containing
the following minimum information:-

i) Information pertaining to the traveller:
A) The specific retail outlet must be mentioned, for example shop 7 terminal 2;
B)  The date of arrival or departure;
C) Intheinstance of an outbound traveller the airport of destination;
D) In the instance of an inbound traveller the airport of departure; and
E)  The flight number and seat number.

i) Information pertaining to the goods sold:
A) Precise description of the goods;
B)  The quantity;
C)  The sales price in South African Rand; and
D) The stock code.

f) The duty and tax free shop must keep the original sales document for record purposes and the copy
must be placed and sealed inside the package with the goods purchased.
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2.7 Time Period For Sales And To Make Clearance

PROCEDURE STEP

a) Duty and tax free shop operators are permitted to sell goods for a period of seven days without
furnishing clearance.

b) A further seven days are allowed to conduct reconsolidation of all sales in the preceding seven days.
C) On the fourteenth day the SAD 500 must be delivered to SARS Customs.
d) The Controller / Branch Manager may determine the start and end period of the fourteen day period.

e) All clearance documents must be submitted on the fourteenth day or the last working day prior to such
a day if it falls on a weekend or public holiday.

2.8 Delivery Of SAD 500

PROCEDURE STEP

a) Delivery of forms SAD 500 may be made in electronic format or manual submission.
b) A SAD 500 “XE” must be delivered for all bonded goods sold at the outbound duty and tax free shop.

C) A SAD 500 “XGR” utilising rebate item 412.28.00.00.01.00 must be delivered for all bonded goods
sold at the inbound duty and tax free shop.

d) A SAD 500 “XDP” must be delivered for all losses of bonded goods resulting from pilferage, breakage,
etcetera.

e) Each SAD 500 for bonded goods sold in an inbound or outbound duty and tax free shop must be
supported by a list reflecting all sales receipts or other sales documents and date of issue for that
period.

f) Each SAD 500 for bonded goods lost, destroyed or damaged must be accompanied by a list reflecting
the stock code, tariff heading, date and the circumstances in which the goods were lost destroyed or
damaged.

2.9 Warehouse Register And Inventory Control After Consolidation Clearance

PROCEDURE STEP

a) The warehouse register must be updated to reflect the SAD 500 final number and date particulars and
the quantities.

b) The goods total must balance.
c) All accounts, books, picking slips, cash receipts or other sales documents and all other documentation

must be kept for record purposes for five years and may be requested by a Customs Officer at any
time.

2.10 Transitional Arrangement

PROCEDURE STEP

a) Duty and tax free shop operators who wish to extend their current license to obtain an inbound duty
and tax free shop must apply on forms DA 185 and DA 185.4B4. The original license must
accompany the application.

b) Once the license is approved and endorsed the licensee must approach the Branch Office requesting
substitution of “WE" to purpose code "WH”.
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PROCEDURE STEP

C) Authorisation granted letters must accompany all substitution entries when delivered to Customs.

d) Substitution must be concluded by end July 2009.

3  QUALITY RECORDS

a) Completed forms as listed below plus all supporting documents or annexure.

Number Title

DA 103 License Book

DA 185 Application form: Registration / Licensing of Customs and Excise Clients

DA 185.4B4 | Licensing Client Type 4b4 — Special Storage Warehouse

SAD 500 Customs Declaration form

SAD 501 Customs Declaration form (Continuation Sheet)

SAD 503 SAD: Customs Declaration form (Bill of entry Query Notification / Voucher of Correction)

SAD 504 SAD: Voucher of Correction (direct)

SAD 505 SAD: Customs Declaration form (BOND CONTROL)

SAD 506 SAD: Continuations sheet (direct)

SAD 507 SAD: Additional information / produced documents

SAD 514 SAD: Voucher of Correction: Transfer of liability

SAD 551 SAD: Continuation Sheet: Export

SAD 554 SAD: Voucher of Correction: Exports

SAD 601 SAD: Continuation Sheet: (ex warehouse) Imported Goods

SAD 604 SAD: Voucher of Correction: (ex warehouse) Imported Goods

SAD 611 SAD: Continuation Sheet: South African Products (Ex Warehouse of Fuel Levy Goods Ex
Duty Paid Stocks)

SAD 614 SAD: Voucher of Correction: South African Products (ex warehouse or fuel levy goods ex
duty paid stocks)

4 REFERENCES

4.1 Legislation

TYPE OF REFERENCE | REFERENCE

Legislation and Rules | Customs and Excise Act No. 91 of 1964: Sections 19(9), 21(1), 38(1)(a)
administered by SARS: | Customs and Excise Rules: Rules 21.04.01 to 21.04.12,

Harmonised Tariff System: Schedule No. 4

Value-Added Tax Act No. 89 of 1991: Sections 7(1)(b), 13(3), Schedule No. 1

Other Legislation: Promotion of Administrative Justice Act No. 3 of 2000: Section 3 and 5
Promotion Of Access To Information Act No. 2 of 2000: All

International Kyoto Convention General Annex Chapter Standard 4.4

Instruments: Kyoto Convention Specific Annex D Chapter 1 — Customs Warehouses,

Standards: 1, 3, 4, 10 and 11 and Recommended practice: 5
WCO Framework of Standards: None

4.2 Cross References

DOCUMENT # | DOCUMENT TITLE APPLICABILITY
SC-CF-04 Manual For The Completion Of Declarations All
SC-CF-04-Al14 CPC Combination Matrix All
SC-CF-04-A15 | Purpose Code To CPC Matrix All
SC-CF-04-A16 Procedure Measure Matrix All
SC-SE-05 External Policy: Securities All
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DEFINITIONS AND ACRONYMS

Act Customs and Excise Act No. 91 of 1964
BLNS The Republic of Botswana,;
The Kingdom of Lesotho;
The Republic of Namibia; and
The Kingdom of Swaziland
Client Any person or enterprise conducting business with SARS

Common Customs
Union

The combined area of the Member States of SACU

CPC

Customs Procedure Code

Customs Officer

Any Officer of SARS that is responsible for collecting duties on imported and
exported goods, facilitating trade and protecting the local economy and country. In
certain circumstances an Officer may perform multiple roles; e.g. a PCI Officer may
perform the role of an Enquiry Officer.

Duty free goods

Goods not subject to Customs duties in terms of Schedule no 1 to the Customs and
Excise Act

QMS Quality Management System

Rebate Iltem | Goods supplied by a licensee of an inbound duty and tax free shop to inbound

412.28.01.00 travellers

SACU The Southern African Customs Union between the Republic of Botswana, the
Kingdom of Lesotho, the Republic of Namibia, the Republic of South Africa and the
Kingdom of Swaziland

SAD Single Administrative Document

SARS South African Revenue Service

Schedule No. 1 to
the Customs and
Excise Act

Ordinary Customs And Excise Duties, Ad Valorem Customs And Excise Duties,
Sales Duties And Surcharge and consists of:-

Part 1 - Ordinary Customs Duty

Part 2A — Specific excise duties and specific Customs duties on imported goods of
the same class or kind

Part 2B -— Ad valorem excise duty and ad valorem Customs duties on imported
goods of the same class or kind

part 3 — Environmental levy goods

Part 5 — Fuel levy

Part 8 — Ordinary levy

Schedule No. 1 to
the VAT Act

Exemption: Certain Goods Imported into the Republic

Schedule No. 4 to
the Customs and

General Rebates Of Customs Duties, Fuel Levy And Environmental Levy and
consists of:-

Excise Act Part 1 — Specific rebates of Customs duties
Part 2 — Temporary rebates of Customs duties
Part 3 — Goods temporarily admitted under rebate of Customs duties
Part 4 — Rebates of fuel levy
Part 5 — Rebates of environmental levy
SOS Special storage warehouse
Tariff HM Customs & Excise Tariff and Overseas Trade Classification
VAT Value-Added Tax
WE Warehousing for export only
WH Warehousing
XDP Payment of duty ex warehouse
XGR Ex warehouse; General rebates of Customs duties (Schedule No. 4 to the Act) and

exemption of VAT (Schedule 1 to the Value-Added Tax Act No. 89 of 1991) or, where
the goods are free of Customs duty, exemption of VAT (Schedule 1 to the Value-
Added Tax Act)
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