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2B EH Economic & Trade Focus

Chinese companies formally join Airbus A350
manufacturing

HEARERNSETEA3S0HIE

The Harbin Aircraft Industry (Group) Co. (HAIG) under
the flag of the Aviation Industry Corporation of China
(AVIC) has sealed a deal with European aircraft maker
Airbus to build a factory in northeast China to jointly
produce composite material parts and components for the
new wide—body A350 aircraft. The agreement was signed
in Madrid on Friday between Airbus China and HAIG.

Based on the contract, the joint venture will be founded
in 2009 to produce composite material parts and
components for the new wide—body A350 aircraft. The
Chinese side would have 80 percent stake in the new
plant in Harbin, capital of Heilongjiang Province, and the
other 20 percent would be held by Airbus. The 80
percent stake would be divided, with HAIC holding 50
percent and Hafei Aviation Industry Company Limited,
Avicchina Industry and Technology Company Ltd and
harbin
Development Company Lid each holding 10 percent. The

Development ~ Zone  Heli  Infrastructure
manufacturing center is experced to become operational
in September 2009, and the plant would be completed at
the end of 2010.

On Nov. 26, 2007, Airbus signed a memorandum of
understanding with the National Development and
Reform Commission of China to formalize a commitment
to allocate 5 percent of the A350 airframe to the Chinese
aviation industry. On the same day, Airbus also signed a
framework agreement on founding a composite material
parts manufacturing center with the former AVIC II.
HAIG and Airbus (china)inked a framework contract on
founding a composite material parts manufacturing center
at the British Famborough International Airshow on July
15,2008. The new joint venture contract is the concrete
implementation of the memorandum of understanding
signed in 2007.

The Harbin— based HAIG composite material parts
manufacturing center undertakes related production of
composite material parts of A350XWB, which is part of
the 5 percent work. The joint venture will adopt the latest

Z B EE Economic & Trade Focus

developed composite material manuacturing technology,
and operate according to the standards and procedures of
Airbus. The producs will meet the technological and
quality requirements of Airbus.

The state— owned AVIC was founded on November 6,
2008 by the merger of AVIC— | (China Aviation Industry
Corp.I)and AVIC- Il (China Aviation Industry Corp. Il ).
with the approval from the State Council, or the cabinet.
It is a giant state— owned enterprise under the
administration of the central government. AVIC operates
various types of business including defense, transport
machine, engine, helicopter, airborn equipment and
system, general— purpose airplane, aviation research,
flight test, trade and logistics, and asset management. It
around 200 subsidiaries, 20— odd
companies, total assets of more than RMB290 billion and
about 400,000 employees.[]

boasts listed

First inland bonded port area established in
Chongqing
HRIZZHEFPERBERX

China’s first inland bonded port area and first bonded
port area with the dual function of “water port and
airport” , Chongqing Lianglucuntan Bonded Port Area was
officially established recently.

Prior to this, China has opened 10 bonded port areas,
namely Shanghai Yangshan, Tianjin Dongjiang, Dalian
Dayaowan, Hainan Yangpu, Ningbo Meishan, Guangxi
Qinzhou, Xiamen Haiang, Qingdao Qianwan, Shenzhen
Qianhaiwan and Guangzhou Nansha. The 10 bonded port
areas are all located in the coastal area.

Chongqing Lianglucuntan Bonded Port Area is the sole
inland bonded port area that has interated the advantages
of vast air transport radiation and low water and land
transport fees in China, and may act as a demonstration
in developing international distribution, procurement and
trans—shipment business, taking in processing trade and
industrial transfer and speeding up inland opening up
and development.

Lianglucuntan Bonded Port Area, as a special

supervisory area in China that boasts the highest loghest
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logistics levels, the most preferential policies, the most

complete functions and regional advantages, will
introduce special taxation policies “with foreign goods
being bonded and domestic goods having taxes refunded
and free trade in the area” , Planned area for the bonded
zone is 8.37 sq km, including 2.37 sq km of bonded
airport area and 6 sq km of bonded water port ares. The
project will be carried out in three phases and will be
completed as a whole in 2015.[]
Public Announcement on Implementing

Preferential Import Tax Policies
OB KM BB RBEXHITRIEA S
PRC General Administration of Customs,
No.103,2008

In order to support the implementaiton of the value
added tax reform and with the approval of the State
Council, the Ministry of Finance, the General
Administration of Customs and the State Adminisrration
of Customs jointly issued the No.43 announcement of
2008 that made adjustments to some preferential import
tax policies. The following is a public announcement on
related issues in implementing the policy adjustments

1. As from January 1,2009, collection of import—section
valued added tax will be resumed but customs duty will
continue to be exempted on the following projects and
equipment imported by enterprises by self use, as well as
the technology fittings and spare parts imported together
with the aforesaid equipment according to the contrat taht
enjoy preferential import tax policies according to or with
refernce to the provisions of the Notice of the State
Council on Adjusting the Tax Policies for Imported
Equipment (Document No.37, 1997, herinafter referred
to as the“Notice™)

(1) Domestically invested and foreign invested projects
that are encouraged by the state for development ;

(2) projects using loans from foreign governments and
international financial organisations ;

(3) Processing trade enterprises for which the foreign
investors provide imported equipment that is not priced;
(4) Foreign invested advantageous industrial projects in
central and western China;

(5) Technical transformation projects done by foreign

invested enterprises and foreign invested R&D centres
with own money as stipulated in the Notice of the General
Administration of Customs on Related Import Tax
Policies for Further Encouraging Foreign Investment
(No.79, 199) (hereinafter referred to as “projects with
own money” ) ;

(6) Software production enterprises and IC production
enterprisee ;

(7)Urban light rail traffic projects ;

(8) Other enterprises and projects implemented with
reference to the Notice.

2. The following stipulations shall apply to the aforesaid
domestically invested and foreign invested projects that
are encouraged by the state for development, projects
using loans from foreign governments and international
financial organisations, foreign invested advantageous
industrial projects in central and western China, and
urban light rail traffic projects:

(1) Given the investment supervision authority of the
project has issued the Letter of Project Confirmation on or
before November 9,2008, and a declaration for import of
self use equipment under the project account, as well as
the supposing technology fittings and spare parts
imported together with the aforesaid equipment according
to the contract has been filed with the customs on or
before June 30, 2009, the customs duty and import—
section value added tax will continue to be exempted
within the scope of the original tax exemption stipulations.

(2) Given the investment supervision authority of the
project issued the Letter of Project Confirmation during
the period from November 10, 2008 to December 31,
2008, and a declaration for import of self use equipment
under the project account, as well as the supporting tech-
nology fittings and spare parts imported together with the
aforesaid equipment according to the contract is filed
with the customs on or after January 1,2009, collection of
the import—section value added tax shall be resumed and
the customs duty will continue to be exempted within the
scope of the original tax exemption stipulations.The Cer-
tificate for Tax Exemption on Import and Export Goods
(hereinafter to referred as “Certificate for Tax Exemp-
tion” ) issued by the costoms on or before December 31,

2008 in line with the aforesaid Letter of Project Confir-
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mation shall become invalid, and the importer shall
make a new application for the Certificate for Tax Exemp-
tion that grants customs duty exemption and requires col-
lection of import—section value added tax according to
law with the customs.The overdue payment arisen from is-
suing the new Certincate for Tax Exemption is according
to the stipulations exempted.

3. For self-use equipment imported by domestically in-
vested projects (including technical transformation proj-
ects and capital construction projects) , foreign invested
projects, projects using loans From Foreign governments
and International financial organisations, projects with
own money and certified software and IC production en-
terprises that were approved, ratified or recorded before
December 31, 1997 and implement the preferential im-
port tax policies according to the Notice, as well as the
supporting technology fittings and spare parts imported to-
gether with the aforesaid equipment according to the con-
tract, the Certificate for Tax Exemption issued by the cus-
toms on or before December 31, 2008 will continue to be
valid during its validity, but may not be extended.

4. Given recording of the processing trade handbook for
unpriced equipment provided by foreign investors in pro-
cessing trade has been handled on or before December
31,2008, and the declaration for import is filed with the
customs before June 30,2009, the customs duty and im-
port—section value added tax will continue to be exempt-
ed within the scope of the original tax exemption stipula-
tions.

As from January 1, 2009, the customs will collect the
import—section value added tax and continue to exempt
customs duty within the scope of the original tax exemp-
tion stipulations in handling recording or record change
of the processing trade handbook for unpriced equipment.

5. Related goods enjoying tax exemption and reduction
involved in this adjustment of import —section value add-
ed tax policies will continue to be exempted from the cus-
toms duty and import—section value added tax within the
scope of the original tax exemption stipulations if the cus-
toms declaration for their import has been handled on or
before December 31,2008 (excluding those already pass-
ing the customs after being taxed ).

6. To ensure smooth implementation of the adjustment
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to the import—section value added tax policies, the cus-
toms will strictly examine the related documents and ma-
terials of the importers submitted for tax exemption and
reduction.Acts of cheating for state tax exemptions and re-
ductions such as retrospective signing of date will be pun-

ished according to law.[]

Public Announcement of Ministry of Finance,
General Administration of Customs and State
Administration of Taxation of the PRC
HEVHSB. EXEE BRRZE/AE
No.43,2008

In order to support the nationwide value added tax re-
form and standardise the taxation system, the following
matters with regard to adjustments to some preferential
import tax policies are, with the approval of the State
Council , hereby announced as follows :

1. As from January 1, 2009, collection of import—sec-
tion valued added tax will be resumed while customs duty
will continue to be exempted within the scope of the orig-
inal tax exemption stipulations on the self—use equipment
imported for domestically invested and foreign invested
projects that are encouraged by the state for develop-
ment , equipment imported for projects using loans from
foreign governments and international financial organisa-
tions, un—priced equipment provided by foreign investors
in processing trade, as well as the supporting technology ,
fittings and spare parts imported together with the afore-
said equipment according to the contract as stipulated in
the Notice of the State Council on Adjusting the Tax Poli-
cies for Imported Equipment (Document No.37,1997).

2. As from January 1, 2009, collection of import—sec-
tion valued added tax will be resumed while customs duty
will continue to be exempted within the scope of the origi-
nal stipulations on the self-use equipment and the sup-
porting technology, fittings and spare parts imported for
technical transformation projects undertaken by foreign
invested enterprises and foreign invested R&D centres as
stipulated in the Notice of the General Administration of
Customs on Related Import Tax Policies for Further En-
couraging Foreign Investment (No.79 1,1 999), as well

as for foreign invested projects approved according to the
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Catalogue of Advantageous Industries for Foreign Invest-
ment in Central and Western China.

3.As from January 1,2009, collection of import—section
valued added tax will be resumed while customs duty will
continue to be exempted within the scope of the original
stipulations on the self-use equipment and the support-
ing technology, fittings and spare parts imported for soft-
ware production enterprises, IC production enterprises,
urban light rail traffic projects and other enterprises and
projects implementing the Notice ofthe State Council on
Adjusting the Tax Policies for Imported Equipment (Docu-
ment No.37,1997).

4. For projects given the Letter of Confirmation for Do—
mestic and Foreign Capital Projects Encouraged for De-
velopment by the State before November 10, 2008, the
policy of exempting the customs duty and the import-sec-
tion value added tax will continue to be implemented ac-
cording to the original stipulations if their import of
e quipment and supporting technology, fittings and spare
parts is declared to the customs before June 30, 2009,
and collection of import—section valued added tax will be
resumed while customs duty will continue to be exempted
within the scope of the original stipulations if the import
declaration is made after July 1,2009.]

Yunnan province reports hefty growth of
foreign investment
ARSI E RIS

Southwest China’ s Yunnan Province reported a hefty
growth of foreign investment.lt approved 181 foreign—
invested projects in the first three quarters, with
contractual foreign funds amounting to US % 1.23 8
billion, and actual use of foreign funds of US % 500
million, surging 45.97% , 94.64% and 63.23% year on
year respectively.

Of the new foreign—invested projects. 115 are wholly
foreign owned projects, accounting for 63.54% of the
total ; with contractual foreign funds of USX 747 million,
60.33% of the total , and actual use of foreign funds of US
% 363 million.72.5%of the total , rising 47.44% , 63.51%
and 169.54% year on year respectively. Of the utilisation
of foreign funds in the forms of joint venture and

cooperation, the actual use of foreign funds was negative

in value.

According to statistics, real estate outpaced the
manufacturing industry, a traditional key area for foreign
investment, to rank first in use of foreign funds.In the first
nine months, real estate only approved three products.
However, thanks to the arrival of a large amount of
available funds, the actual use of foreign funds for the
projects reached USX 165,28 million, exceeding the US
% 49.58 million used by the manufacturing industry.

However, foreign investment was still concentrated in
Kunming, capital city of the province. In the first nine
months, Kunming city approved 110 foreign—funded
projects with contractual foreign funds amounting to US %
615.71 million.[]

China publishes auto industry

rejuvenation plan
HEH &R EF IR AR

China’ s State Council recently passed in principle the
auto industry rejuvenation plan.

Major contents of the plan are: to foster auto consum
ption market, including a 50 percent cut in the vehicle
purchase tax on passenger vehicles with a displacement
of 1.6 liters and below; to promote reorganization of the
auto industry and support large auto enterprise groups to
carry out mergers and acquisitions, and key auto spare
enterprises to expand production; to support independent
innovation and technical upgrading by enterprises: the
central government will appropriate RMB 10 billion in a
special fund to support technical innovation and
renovation and development of new energy automobiles
and spare parts by enterprises in the next three years; to
implement a new energy auto strategy: subsidy from the
central budget will be appropriated to support the spread
of energy saving and new energy automobiles in large—
and medium-sized cities; and to promote development of

brands of

construction of auto and spare parts exportbases, develop

independent automobiles, speed up
a modern auto service industry and improve auto credit.
Of the abovementioned five measures, the reduction of
vehicle purchase tax has caught high attention.Statistics
from the China Association of Automobile Manufacturers
(CAAM) show that

passenger vehicles with a
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displacement of 1.6 liters and below have long accounted
for over 50 percent of China’ s total sales of passenger
vehicles; of this, passenger vehicles with displacement
between 1.0-1.6 liters are mainstream products.With the
State cutting the vehicle purchase tax on vehicles with
displacement of 1.6 liters and below to 5 percent, related
automakers will be the biggest beneficiaries.Vehicle
purchase tax is excluded from the price, and usually
accounts for 10 percent of the cost of purchase of cars.
With vehicle purchase tax imposed on passenger vehicles
with displacement of 1.6 liters and below cut by hall auto
consumption will be greatly boosted.

Auto making has become a pillar industry of the
Chinese economy.According to CAAM statistics, China
has become a big auto maker.In 2007, China had over 43
million motor vehicles on the streets, ranking fourth in
the world; and the number of employees in the auto
industry was 2.91 million. and the number involved, over
30 million; the main operating income of the industry was
over RMB2 trillion, and the added value. RMB548.8
billion, accounting for 2.31 percent of China’s GDP. The
auto industry has contributed over RMB200 billion to
China’s tax revenue.

However, the prevailing global financial crisis has had a
big impact on China’ s auto industry.The latest CAAM
statistics show that China produced 9.345 million motor
vehicles and sold 9.38 million units in 2008, up 5.21
percent and 6.7 percent from 2007, and the growth of
both production and sales is lower than 7 percent, 15
percentage points lower than in 2007.In December 2008,
China produced 627, 000 motor vehicles, down 8.6
percent month on month and 23.7 percent year on year;
and sold 74 1, 600 units, up 8.24 percent month on
month but down 11.64 percent year on year. CAAM
statistics show that 82 percent of Chinese auto
enterprises failed to fulfill the target set in early 2008,
and 19 key auto makers reported negative growth in profit.
In the face of such a situation, CAAM officials earlier
called for competent government departments to publish
auto rescue measures as quickly as possible, in an effort
to boost confidence of the auto industry and the
performance of the auto market, thus boosting domestic

demand and rejuvenating the auto industry.The CAAM
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thinks the State Council measures are timely and may
help save energy and reduce discharge of pollutants, and
facilitate agricultural development and independent
development and innovation of new energy automobiles.
The State Council measures will certainly play a positive
role in the development of the auto industry in China in

2009.1

China’s Import and Export with Major
European Countries during December, 2008
(Unit: US % 1,000)

2008 £ 1-12 A R EXfERN EZE R

RE%ZITR
(BfI: F%T)
Eigun] tH A B0
Belgium 20,196,515 14,858,413 5,339,102
Denmark 8,165,696 5,569,179 2,596,517
Britain 45,623,630 36,068,657 9,554,972
Germany 115,009,008 59,174,078 55,834,930
France 38,943,632 23,303,936 15,639,696
Ireland 7,070,461, 4,323,406 2,747,056
Ttaly 38,255,702 26,608,475 11,647,228
Luxembourg 3,848,561, 3,554,572 293,989
The Netherlands 51,211,088 45,910,400 5,300,689
Greece 4,236,446 4,050,157 186,290
Portugal 2,691,373 2,304,113 387,260
Spain 26,165,521 20,741,600 5,423,921
Austria 4,884,712 1,771,469 3,113,243
Bulgaria 1,328,098 1,111,320 216,778
Finland 10,861,286 7,331,488 3,529,799
Hungary 7,476,689 6,094,540 1,382,149
Iceland 128,324 93,090 35,235
Malta 1,515,173 1,065,273 449,899,
Monaco 26,726 15,340 11,386
Norway 4,698,386 2,560,063 2,138,323
Poland 10,429,310 9,036,746 1,392,564
Romania 3,211,928, 2,851,273 360,655
Sweden 10,154,410 5,114,905 5,039,504
Switzerland 11,252,627, 3,904,367 7,348,260
Russia 56,830,536 33,005,430 23,825,106
Ukraine 8,660,858, 7,475,255 1,185,604
Czech 6,505,756, 5,502,737 1,003,018
Slovakia 2,949,456 1,966,206 983,251
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Reference mark of the bore in spindle headstock
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Abstract: Two forms of the marking norms of machine headstock bores are expounded in this pa-
per. Applying mathematical derivation method, we deduce a conclusion that setting common axis of
two bearing bores for installing bearings as the assembling norm can make the offset of position er-
ror get minimum value and meets the conditions of actual assembling, machining and measuring op-
eration, in the end we draw a conclusion that setting common axis as the assembling norm of head-
stock bores marking is optimal.

Keywords: headstock bore, reference mark
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Comparative & analysis on domestic and foreign ceramic abrasive technology
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