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FROM
THE COUNTRY
COORDINATOR'’S DESK

PCA Bulletin of 2014/ This will not be possible without the full support of Cus-

toms Enforcement and Compliance Working Group (CECWG), Coordinating
Committee on Customs (CCC), and Customs Directors -General, to whom | am very
grateful/ In addition, | would like to appreciate ASEAN Member States that have been
actively contributing their knowledge, experience, and solution to cases of PCA in this
bulletin/ Along with the development of international agreements, Post Clearance Audit
must be strengthened in order to cope with new ideas and techniques in international
trade/

' I "his month, we will, once again, enrich ourselves with the publication of the ffth

PCA must be improved in terms of the audit techniques, regulations, and human re-
sources’ competencies and capabilities, in particular/ Customs administrators conduct-
ing PCA must be able to enhance their insight about the current and upcoming interna-
tional agreements, and PCA role to assure the success of its implementation/

Finally, I truly hope that this bulletin will become a necessity for our readers in ex-
panding their capacity as customs administrators/ Moreover, | also expect more customs
administrators to be actively participating in constructing the bulletin/ This will result
in the improvement of the bulletin's materials, both in terms of quality and quantity,
which, in the end, will beneft all the readers/

Regards,

Agung Kuswandono
Director-General of Customs and Excise
Ministry of Finance of the Republic of Indonesia
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 ost clearance audit (PCA) is an important measure implemented by Customs ad-
ministrations to facilitate international trade and ensure that customs require-
ments have been fulflled/

In this current operating environment of rapid changes brought about by globali-
sation, member countries can ill aford to remain status quo in our practices and per-
spectives/ As colleagues within the ASEAN Customs fraternity, there is much scope for
us to share notes and learn from one another/ Over the years, ASEAN Customs have
shared valuable experiences case studies and best practices in PCA, allowing Customs
ogcers to be updated on the latest modus operandi used by parties who try to circum-
vent the legitimate trading system/ | am pleased to note that ASEAN Customs have pub-
lished the ffth volume of the PCA Bulletin/

[ would like to thank the Customs Enforcement and Compliance Working Group
and the Country Coordinator, Indonesia, for the good work and contribution to this ffth
volume of the PCA Bulletin/ | look forward to seeing more good work that would help
ASEAN Customs stay a step ahead of unscrupulous traders/

Thank you/

Regards,

HO Chee Pong
Director-General, Singapore Customs
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FROM
THE CHAIRMAN'’S
DESK

 elcome to our sth Edition of the Post Clearance Audit (PCA) Bulletin in

2014/ There are approximately 264 days 17 hours and 36 minutes to go

before the ASEAN Economic Community (AEC) 2015 countdown, there is

not much time left for us to act on the set vision as there are still lots to accomplish/

However, with the full cooperation and collaboration from the member states, | believe
we'll be able to achieve it in time/

Many Customs administrations strived to become efective tax administrations by
promoting voluntary tax compliance/ However, voluntary compliance can only be
encouraged if the Customs is successful in establishing a strong PCA division to detect
any non-compliance/ In realizing our ultimate goal of fostering voluntary compliance,
audit activities through PCA send a strong signal to the evaders that any failure to
comply would mean assuming a substantial risk of facing heavy penalties/ Many
administrations, therefore, concentrate their controls on the post -importation
environment, whilst retaining selective and targeted checks at the frontier/ Therefore
the purpose of PCA is not only to verify the accuracy and correctness of the declarations
but also to give importance to speedier and timely customs clearance/

The purpose of this Bulletin is to give readers an opportunity to know about new
developments as well as to share our experience through some interesting PCA cases in
this region/ | would like to thank all our ogcers for contributing feature articles and
PCA cases to be compiled in this publication/ 1 also hope that readers gain a better

understanding of what is happening around our region and the development of
Customs PCA/

With that | would like to congratulate the Editor and the team for taking up this
task and delivering in time/ We are also grateful to the many PCA ogcers who took time
to pen their stories and contribute articles/ | hope you will enjoy reading this bulletin
and that it will prove to be useful for all of you/

Best Wishes!

Dato’ Hj; Zulkifi Bin Yahya
Chairman, ASEAN Customs Enforcement and Compliance Working Group
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UNDERVALUATION OF DECLARATION PRICE

e The Forwarding A BC Pt}’ Lid was

service conduchid |
customs clearance I T'-::". . .
l o | impaorting a
& Undervalued the __Li_ ;éq huege uanti
declaration price ' 5 q tY

of furniture based onaz
* Undervalued the ( ;
transportation year contract with one
charge
of the government agen-
* Modus to avoid .
more duty to be cies/ ABC Pt}" Ltd has

Pl

engaged a BAA For-
warding on their behalf

to clear the good from customs/

PCA section at Royal Customs and Excise De-
partment (RCED) received an information
from a Valuation Unit where declaration

price was considered to be low/

FINDINGS

ABC PTY Ltd was totally relying on BAA For-
warding to handle the importation and decla-
ration process with RCED as well as the de-

livery of the furniture to the end user/

Upon investigation it shows that ABD Pty Ltd
was not aware of the undervalued and the
cost of transportation declared as all the doc-

umentations is kept by BAA Forwarding/

PCA section also found out that the docu-
ments submitted by ABC Pty Ltd where the
value declared was diferent from the pay-
ment made to the supplier thus eventually
declared lower price to the RCED resulted in
$14,8g0/00 short/

declared was diferent from the payment
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made to the supplier thus eventually declared
lower price to the RCED resulted in
$14,890/ 00 short/

MODUS OPERANDI

BAA Forwarding purposely lowered the value
and transportation charges during declara-

tion to avoid more duty to be paid to RCED/

DECISION

Adjustment has been made to the actual val-
ue in accordance to the Rule 4 and adjusted
to the actual cost of transportation in accord-
ance to the Rule 1z in Customs (Valuation of
Imported Goods) Rules, zoo1 (Constitution of

Brunei Darussalam).

The underpaid duty was paid by the ABC Pty
Ltd upon summon by RCED/

Indonesia

LICENSE FEE

FACTS OF THE CASE

SppSier Wl GRsacated .} TAin country X imported vehicles from B in country Y/

with non-exciusive rights to Ll
N " Through the comparison between the import declaration and in-
importer as the only compa-

_ voice, payment to B, bank statement, and book keeping of PT A, a license
I".':i' n g coun [rp' COMN SErve as
fee that had not been added to the transaction value was found/
monufocturer”

PCA FINDINGS

That the license obtained from B that was associated with a non -exclusive right to PT A as the

only company in country Y to manufacture licensed products was protected by a trademark/

The importation was for production purpose with payable license fee/ This could be categorized
into "related to the goods being valued” (related to the imported goods)/
RESULTS

The license fees paid by PT A should be added to the transaction value as a part of sales require-
ments (condition of sales) prior to the importation of goods and the association with imported

goods (in relation to the goods being valued)/
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FACTS OF THE CASE

YXZ Ltd in 2013 imported security plastic

laminate for passport production from CC
Ltd/ in country A/ YXZ Ltd declared the

customs tarif code for the goods as follows.

Customs tariff Description

code

3919 Self-adhesive plates,
sheets, film, foil, tape, strip
and other flat shapes, of
plastics, whether or not in

rolls.

3919.10 - In rolls of a width not
exceeding 20 em:

3919.10.90.00 - - Other 5

CUSTOMS HS CODE

showed that the sample was indeed printed
matter made from paper (celulose) 68,18%
and plastic (polyethylene terephtalate)

31,82%/

In addition, upon the inquiries for documents
to YXZ Ltd/, Auditor obtained the invoice and
packing list of the goods from supplier
CC Ltd/ and the Delivery Note from DD
Ltd/ from country B (producer of the
goods) to CC Ltd/ in country A (as the
buyer to DD Ltd/, and re-seller to YXZ
Ltd/ in Indonesia)/

The packing list issued by CC Ltd/ as

the re-seller or trader of the goods

The goods was not made by YXZ LTd,
instead, it was produced by DD Ltd in
country B/ YXZ Ltd only acted as the trader
for the goods/

PCA FINDINGS

The security plastic laminate for passport has
a generally well -known brand whose HS code
is publicly available for viewing in the
Internet/ A search identifed that the customs
tarif code that is mainly declared for similar

goods was not plastic (Chapter 39. Plastic and
articles thereof), but printed matter (Chapter
49. Printed books, newspapers, pictures and
other products of the printing industry-

manuscripts, typescripts and plans)/

Based on that preliminary information,
Auditor obtained sample of goods ogcial ly
from YXZ Ltd and had it tested at the

Customs Laboratory/ The testing result

03

stated that the custom tarif code was
3919/10/90/00, similar to the custom tarif
code declared by YXZ Ltd as the importer/ On
the other hand, the Delivery Note issued by
DD Ltd/ as the producer stated that the

customs tarif code for the goods was

491/ groo/
MODUS OPERANDI

There had been an indication of intentional
customs tarif code alteration to HS code
with lower import duty to avoid the s%
diference between the declared tarif and the
actual tarif/

The modus was not to directly order and
purchase goods from its original producer
(DD Ltd.), but to import them from the
trader company (CC Ltd/) to gain lower duty
tarif that could be manipulated by the trader

company/
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Indonesia

Based on the two supporting evidences. Laboratory test result and Delivery Note from
producer of the goods, Auditor determined customs tarif code and import duty for the
goods as follows.

Customs tariff code Description Import Duty
(%)
49,11 Other printed matter, including printed pictures and photographs
- Other:
4911.91 - - Pictures, designs and photographs
4911.91.90.00 = === Other 10

As the result of the false declaration of customs tarif code, Auditor claimed the
payment of the remaining import duty to XZY Ltd/
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