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Forewords from Country Coordinator’s Des

Lodies and Gantlamen,

With greal pleasure, | extend o warm
welcame 1o the 13" edition of The Past
Clegrunce Audit [FCA) bullstin

Az we embark on this journsy through our
157 =zdition, we find ourssh=s ot o
significant juncture a point of transition and
svolution, Just as adolescence marks the
transifion into adulthood, this milestone
edition symbolizes o coming of age for our
collaboration and for the customs practices
it represents:

n 2024 customs administrations worldwide:
are focing numerous complex and pressing
chollengss: Ervirconmental and  heaith

erises; ot well gz intreozingly  initicate:
-geoapolitical iszues_demiond swilt respances
and preoctive approcches from customs

auvthorities. Te addrsss these challenges,
cooperdalion through varicus collaborative
plottorms becomes cruciol in craating more
efficient public serdices, fransparent
operaticns, and sffactive oversight

In additinn 1o fostenng cleser colloboration
with businass  enhities, customs
administrations are olso =mpected 10
estublish naw parineships with entities
such as compenies and technology
platfarms, financial  institutions, non-
governmental organizations, and
academia. This is o crucial step towoard

strengthening colloborative infrastructure:
copable of bstier addressing  future
challenges: Through crass-sectoral

cooperahion. customs odmimsirofions will
hove dccess to broader resources and
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sxpeitise, anabling tham te develop mere holistic and respensive strategies fo the:evebang
tandscaps. Furthermore, this opprooch aligns seamlassly with: the overarching thems of the
2024 Intemational Customs Day, -aptly named "Customs Engoging Traditional ond New
Partners with Purpoze”.

The key to enooging both troditicnal ‘and new pariners lies in purpozsbul colloboration.
Customs administrations can set. clear objectives and priorthes for their PCA programs,
aligning them with brooder national and intemational frode gools. By arficulating shared
objectives and demonsfrating the mutual bensfits of colloboration, customs can foster o senss
of purposs among their partners, motivating them to acdively confribute to the success of PCA
nitiotives. Overall, by engoging both troditional and new pariners with purpose, customs can
enhance the eHechiveness, efficiency, ond infegrity of their PCA progroms, ultimotely
contribufing fo improved irude facilitation and complionce oulcomes.

In closing, my sincera wish is for this bulletin to remain o valuohle resoures for our reoders

We ars committed to cngoing mnovotion and svelution, striving to snsure that the bulletin
remains informative and engoging. Your feedback iz imaluable to us a3 we work towards
continuous improvement. We eagerly antiopate recsiving your insights and suggsstians 1o
anhance future editions.

Warm regards,

Yusmaorzao
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Forewords from Chairman of ASEAN-

Directors - General of Customs

On behalf of the ASEAN Customs Directors
Genesal, | extend my sincers gapprecighon
to the ASEAN Customs Enforcement and
Conipliance Wearking Group (CECWG] for
their exceptionol dedication in advancing
snforcement proctices  and  fostenng
cooperation within our regions. The tireless
sttorts of the CECWG hove played o pivotal
role in orchesirating numerous copodity-
building imitiotivez for the ASEAN Member
Statez [AMS), particularly in -sshoncing
understanding and implementation of Post
Clearance Audit [FCAL The sforts hove
sigmificartly
improvement of our customs practices.

In the current interngtienal trode; PCA
serves as o crucal teo! for nsk manegement
to customs odmristrations worldwade. i s
ane key mechamsm to validote: the
accuracy of customs declorofions, assess
trader complionce, and combat customs

frauvd and tox evasion. Beyend its

confributed to the

regulaotory role, PCA enhances revanue
collection and ensures the smaooth flow of
legitimate trads.

The fifteenth volume of the ASEAN PCA
Bulletin choweazes the progress maode by
Customs= administrations geross the ASEAN
region in enhandng their audit capabilitiss
and promoting compliarice with cusioms
regulations. This wvolume serves o5 o
valuoble reference thot containing the
noture of offenses commitied, the methods
used by perpetrotors, as well oz the
approaches  of  technological
advancements, intelligence metworks, and
accumulafed experfise used to tackle the
chollenges.

This s a confirmation of owur shared
commitment to enhancing customs
anforcement copabilites, streomlining
procedurss, ond promahing transporency. |
hope that all AMS continue in this spint of
cooperation and attentiveness: Wa, ASEAN
member stotes, will ochieve the best
tearmwaork by shaoring ideas, information,
and methods to sofeguard ocur notions
agoinst such illegal octivities within the
ASEAN region.

Finally, This Bullstin wouid not have bean
succassiul without the excallent pubilication
team. Therefors, | would liks 1o extend my
grotitude fo. Indonesia for contributing to
making this: bulletin memeorable ond
ocutstanding.

Sincersl '8

Theera) Athanavanich
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Forewords from Chairman of ASEAN CECWG

I would like to axend my heartisit
congratulations te Indonssig; specifically
Directarate Ganeral of Custorns and Excise
ol Indonesio, for the successiul publication
of Volume XY of the ASEAN Customs Post
Clegronce Audit Bulletin. Congrotulations
are also due to all member states for their
contributions to case studiss in the bulletin

The incrensing complexity of the global

supply choin  and streamiining  of
import/export  procedures  boosts  the

significance of post clearance audit {FCA}
as oppossd to tradifenal  physical

examination. To girike g bolance betwaen
trode facilitation, regulatary comglionce
and revenue colleciion, ASEAN must work
togethsr to stengthen prociices and
procedures of PCA and homaonize
understanding of FCA machanism,

Through this bulistin, ASEAN customs

authoritiss are encouraged to share best
proctices and foster dinlogues en cosec of
PCA in arder to enhance the capacty of
customs officars on PCA.

| extend my sincere apprecation to the

contributors, editers, and all these involved

in the production of this bulletm for their
dedication and commitment fo promoting
excellenice in customs PCA. Teogsther, we
will cartinue to strengthen conparation and
builld mutual frost within the ASEAN
cusions: comnrunity.

Thank you for your unwavering support and
porhcipotion in our collective =floris te
sofeguord the prosperity and security of the:
ASEAM region.
Warm ﬂsqnﬂﬁ,

Mchammad Furiman Hatiar
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Indonesia 1= one of the couniries with the
largest forest area, which play o crucial role
in maintoiming the delicate bolancs of the
region's ecosystem. Indonszia’s forest
serve as wtal ecosystems, providing
habitatz for countless species, incleding
various flora and founa. |t is a biodiverse
region, with numerou:z endemic spacies
found sxcluavely in this arses. Contaiming
the lomest axpanse of rainfurest in all of
Azig, the Indenssia’s rainferests are
rencwned for the unigue wealth of wildlife
and fascinating species including Sumatran
Tigers, Pygmy Eleghants, Rhinoceres and
Ormngutans. Hovever, the country's foresis
foce numsrous challenges, incuding
deforesiation, forest fire, chmate change,
biodioversity conservation and
unsustainable proctices

One of the primory threais fo Indonasio’s
forests is deforestation. Ropid deforestation
due to logging, agncuttural expansien, and
infrostrocture development has led to
significant loss.of farest cover in Indonssio
The comversion of forssts fo agricuifural
lands, particularly for palm oil and
pulpwood plantotions has led to significant
forest lozs. Thiz threot alfect te the

ecosysiem wildlife, and conimbutes o

chimate change. Climate change poses o
significant threa! to lndonesid's forests, as

rising lemperotures and  changing

precipitation patiers can alter scosvstems:

artd incrages the risk of wildfire: Thase fires
no! only damogs the forests but clwo
retease lorge omownts of gresnhouse

goses; exacerbating climate chonge

Indonesian Forest

Ecosystem

Biodiversity conservation n  indonesian
forests 15 crucigl duee to the country's vast

and diverss acodystenis. Indonssia hos

estublished a network of protected areas,
including natienal parks, wildlife reserves,
and conservation forests. Howsever, the
effzctiveness of these proiecied arsas is
often undermined by inadeguate funding,
poaching, and sncroochment by humon
activities. Involving local communities in
forest conssrvation efforts is essential for
the long-term protection of lhdonesio's
forests. By promoting sustoinabls forsst
management prochices and prowding
economic incentivas, the govermmment con
encouroge communities to adopt eco-

frendly proctices and  reduce  their
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dependence on forest resources. Indonesia
hos mode significant strides in addressing
deforestation ond forest degrodation
throwgh infernotional comnmiutments like the
Mew York Dedoration on Foresiz gnd the
United Nationz Framewark

Addressing these challenges réqguires o
combinotion of effective polices, strong
governance, community involvement, and
international cogperation 1o ensure the
long-term  health and pressreation  of
Indonesia’s country forests. Thersfore;, The
Customs and Excise Orgonizotions play an
imparfant role in ensunng the protection of
forest ecosystems and
sustainnble procticas. As a vital component
of natenal and infernational trade, the
organization 15 responsible for enforcing
lows aond policies that regulate the import
and export of forest produets:

encouraging

One of the primary responsibilities of The
Customs and Excise Orgonisation is fo
moniter ond regulate the trode of
endongsred forest spEcies. By
implamenting stnicd  import and  espart
contrals, its: prevent the smuggling and
trafficking of these species, which can hove
devastating consequances eon  the
scosystem. This includes the regulation of
timber, wood products, and ather forest-
dernved items that may be ot risk of over
explottohon. IHegal logging and
deforesfation ars gign'r‘ffﬁlﬁt. threats to
global forest ecosystems. The Customs and
Excise Organisation works clozely with
nﬁﬁqml ond infernotional ogenciez o
enforce lows and policies:aimed af curbing
theése practices. By intpedting and zeizing
illicit timber shipments, they discourage
busineszes fromm engaoging in unlawful
activitigz that contribute to deforestution

To protect forest ecosystems: affectively, The
Customs ond Exase  Orgonisation

colldborgtes. with wvanouws stoksholders.

including governmant, non-govemmental
organisotions, and the pnvate ssctor These
parinerchips  facilitats the swchonge of

knowledgs, resources, and sxperfise o

devalop and implemant  forests
consenation strotegies ond encourage
sustoinabiz proctices.  Raizing awareness
about the importance of forest consernvahion
is o aitical aspect of The Customs ond
Excize Organisation’s work. They engage in
vonous public education ond oufreoch
programs to inform fhe public and indusiry
abaut the conseguances of unsustoingble

practices and the benefits of adopting eco-
friendly alternatives. Uitimately, let us unite
for the presersation and protection of hope

rainforest in Indonesio, enzuring its vital
rele in maintaining ecosystem baolancs,
providing Rabitats for diverse species, and
offering imvoluable benefitz to our planet’s
well-being for gensrations to come.
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Effectiveness Of Use Of Benford's Law To Identify
Fraud In Declaration Of Customs Value

By: Hermaz Wibisono, SE, MM, MSi., MAk., CFE

On-clearance and post-clegrance
superizion whot Customs Authornfy.does 1=
important to do becouse of self-asssssment

principles. in the nuhﬁmhﬂn of customs:

documents, where the importer is given the
right fo fill in, caleulote and notify the
gquantity and type of imported goods, the
price of impori=ed goods ds'well os calculate

import duties and toxes in the confext of
imperts independently and report them to

the customs office that supervises the ploce

of antry of imporied goods. Fost clegrance.

audit rale; in this cose post cdlearance gudit
gims to determing the level of compliance
of the importers. and ploy a role in
ophimizing stofe revenuss and incressing

the flow of goods. With the number of

regisiered imporiers being larger and the:

import intensity for sach mporter varying
in @ certain year, it is very importont to have
on alternaginve anaolysis tool which con be
wsed by the Customs officers to onolyze
potential froud tendancies corried out by

the imporier during the planning procsss

for determining th=-audit abject or duning
the customs audit conducting process

Analysis tool that can be usad i= Benford's
taw, = a low thot con sshmate the
frequency of occurrence of o number in a
series of numerical data If the numerical
daota 1s gensrated without any elament of

infention, then ths frequency of
oppearance of the numberz will be in
accordance with the frequency expeciohions
in Benfords Low. Thiz also means fhot if
thers 5 an element of human intention to

cremts o combindtion of number and

include them in the daia set, the resultz of
Benford's Low analysis will show that there

are cerfoin numbers  that cppsar more

often than expected  Benford's law iz widely
wsed by ouditors becouss of s ability 1o

‘detect dote gnomalies in o dote set.

In 1881, Simon Newcomb, an astronomer
and mathematician published an ariicle in
American Joumal of Mothematics, which
given the impression that the first pages of
the laganthm book look more wam than
the last pdges. He concluded that there
wers more numbers storting with the
number ane (1) than larger numbers {2 to
). This orticle did not receive affention
because the thearatical basis was not cleor

enough to preduce this canclusien

Fifty years loter, Frank Benford, a physicist
working of GE [General Electric) came to
the same conclusian when he: noticed thot
the legarithim book he was using wos more:
worm an pages starting with small numbers

Based on this phenomenon, Benford then
collected daofa te prove hig theory by
analyzing 20,000 types of data, ranging
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from atomic weights te pumbess that
oppeored in a locol maogozine, nomely
fzoders Digsst  Benford's  research
produced the same conclusion as fhe one
praviously proposed. by Nawcomb, that
aven though it zeemed mindom, thars was

hope that the frequency of these numbers

wiould appear

Benford's Lawor Benford's Low is o low that
cor:-estimate frequency the occurrence of a
number in o senés of numeric dafo. If the
numencal dato s generated withowt any
slement of infention, then the frequency of
appearance of the numbers will be In

occordance with the frequency expectations:

in Benford's: Low. This also means that of
there it an element of human infention 1o
create a combmnotion of numbers and
include them in the dota 521, the results of
Benford's Law analysis will show that there
are. cerfain numbers that appear more
often than expected.

The formula contained in Newcomb's
article i1s as follows:

Pldl =Ltogue (1 + 1/d)

Where : P iz probaolulity or possibility

d'is the numbar thot is expacted 1o

agppecrsuchas 1,2. 3, &

Regaording to this formula, thus o foble can
be developed os follows:

Tiildts 1
o= L=
Wb | R T g T gt & g
Ll FREE T [ i ] R TE ]

| ,I_ |:..|;tj|!_u MIEs | mp!{- :uimih

2 AT o g b agmie
| A (R 3 RS 3 1T
| TR | g | [Ty b
oy | fowary W =tat 2
REETI® ST [l TT] =TT
T = L e T
it s 88 Pl it T i T8 Pt 77 1)

- om |

The formulo for expected fregquency
(expected] are as follows::

a. For 1" order number
3
I'[I:Iﬂl:l.]-lng(l + LT}) whets dum[1. 2.3....9)
b For 2™ arder number

I JI: Wimmdepl T3 N

r - , =] ! 3 i L
ik i :_I-l |,‘”;’."'“ 1 Rl

€. For combinagtion of 2 number:

P(D\D:=dids)=log (1+[—=)

Iog 14 =} | B2 it+{ ]

FiDE = d_: D’T ':'dT =

log ({2 ) teg] 1-|—§51}_-
Where: D:is 17 digit,
Ds is 27 digit, ez,

Formula 1 Expecied Frequency
Logarithm Formula

Orithe Table 1 above, it con bessen thot
according to Benfords law, numbers

start with a digit 1 15 expected to hove o

probability of occurrence of 30.1% from

an existing dato sst.and numbers storting

with number 2 ore sxpectad to have o
probability of sccurrence of 17.6% from o

data sst and so.on.

The ewxpected frequency of numbers
appearing can be presented in grophical

form as foilows

Picture 1
The expecied frequency of
appagaring in 17 order numbers

n.as

- oar
was b
& nar
éﬂ.ﬂ'
gaf
o6 [

L |

i H ] T
sl iy wligly
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1"

Some Important Rezearches
Related to Benford's Law

Pinkham's (1941) research proves

that f o guontifative doto set =5 0
accordance  with  Benfords  Low
multiplied by a non-zero number (0}
constantly, the result s Benford's Sef
alzo. Thia con be the basis for moving
a Benford's Set from one typs of
curiency to ancther curmrancy uEIng
thezame sxchunge rate The so-collad
phenulrrrem::n scole-imvariant this. only
appliad to Benford's Law

Soems other impertant research that
supports this theory is:

a)

b}

MNigrini (1994) published the- fimst
jeumal to state that Benford's Low
can be uzsd to detect froud. Using
figures trom payroll froud caszes, he
compared the frequancy of the first
two digits of the problem checks with
Benford's Low. As o result, chacks
over o ten-year period diverged
agreatly Benford's Low. The biggest
deviationwas in the last five years,
where fraud recched its peak.

MNigrini [1996) developed o model
Distortion Foctor which indicates
whether data hos keen manmipuloted
vpwords  |owersiofed) or down
[undersioted]. Hs examined dato on
intarest incoeme and interest costs of
toxpayers in the United Stotes. In
imteresi income, thers iz an ewess
number of ccourrences of small
numbersas the first digit indieating
understofemnent. Meanwhile, in the
interest cost dato, there iz an excess
number of large numbers appearing

oe the fist digit indicating

.{]

d|

&)

a)

2.

overstotement

Migrini (1997)
proposed six digifal tests that can be
used by external infernal
ouditors. Eternal internal
auditors can use it to determine.the

and Mittermoier

and

and

reasoncbleness of financial dota
and dirsct atention fo certgin
groups of suspicious tronsactions

Zdravke Kralkaor and Monce Igela
[2309) opply Benfords
auditing poyment sysfeme He saoid
that analysisuses Benford's Law very
effective in ouditing information
systerns, especially over ovarseas
poyment systems.

Lowrin

Allyn H. Haynes [2012) detects fraud
(fraud) on local government use
Benford's low He defected fraud n
local gevermment financial data in
lefferson County, Vallejo City and
Oronge County which
declarsd bonkrupt.

wWane

TN Varma and DA Khan (2014) detect
froud (froud] on supply chain use
Benford's Law.

Maurncio 5 Bugarn (2014) applied
Benford’s Llaw to analyze esustence
overpricing on the rénovahon project
for the Morocano footboll stodium,
Brazil

Benford Legal Requirements and
Considerations

From: several studies above, it con be:
concluded that if o guantitative data
s=t = not follows the potitern of
frequency of appearance of numbers

Articles - PCA Bulletin Vol. XV | 16
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inBenford’s Low, then obeyBenford's

Law, the dato hasa large tendency 16

contain fravd or be unreasonable

This = what makss i Benford's

lawcon be used o= an audit fool,

especally digital anclys:s / analytical
procedures, to find indications of
froud in quantitative daoto.

‘Before usingBenford's LawTo onalyze

the risk of froud, therzs are several

requirements or considerations that
must be met as follows:

1) Accarding to the opinion of
lemons in 1986 and Rami n
1978, if ordered from the
smallest value to the largsest, the
doin terms o0 geomelric senies or
something similar te it. Below s
an example of & geomstric series
where each elemernt haz the
formula armwhere a = 10 and r
= 1.002305. However, as stated
above, date whos= grophs are
similar can already be tested
Benford's Law

Picture 2 Geometric Series
Graph

| o
|
|

——

Source: Mark | Nigrini, Digital
Analysis_Using Berford's Law. Test
gnd Statshes for Auditors
(Yancowrer GlobalAuwdit Publication,
2000}, p- 1.

2) The dotoa misst describe a similar

phenomsnon, such o3 marks

prices or daily share volume of
companies ligted on o stock
exchange

3 There ore no mimmum and
maximum value limits sst tor the
data, except for a minimum hmin
of zero, for example the

commission promized if there is'a
zale with @ minimum valus of $50,
will awomatically moks the
nuimber "5" as the first digit ond
the number "0' as the second
digit excess numbers In sales
data.

4] The dofo does not consist of
numbers created intenficnally, for
exaomple bank gecount numbers,

postal codes and  telephons
numbers.

50 The data miost hove mors sall
value pumbers fhon large value
numbers. This reflects the naotural
condition thaol there ore mors
small companies than lorge
companies, and more small towns
than big cities:

6) Dato with a lamge sizs [mere
numbers] will be cleser to the
patiern Benford's Law rather than
small ones. Small doto  will
experience small sef problems,
where the patfemn will not maich
Benford's Llow Howsver, there is
nostondard for theideal amount
of data.

7} In accordance with the results of

Pinkham's.  (1961)  research
cbove Benfords Low con  not

Articles - PCA Bulletin Vol. XV | 17
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detect irregulanties n daota that
hos been manipulated (increased
or decreased] by multiplying by o
non-zero constand nomber; if the
multiplication is carried out on the
data az a whole

8) Data with average values {mean)
is gregter than the middle value
[median) and with a slope
[skewness) that ore positive will
tend to mafch the paftern Benford’s

Lowe.

3. Five Main Tests of Benford's Low

According to Nigrimg (2000), there are

tive main iests to deiermine whether a

guantitative dofa set follows o potiem

Benford's Low as follaws:

a) First Digi Test (FD Tes1)
This test caleulates the propartion of
occcurrances of the first digit except
0" in a set-of quantitative dato. This
test 5 high-lavel overview who will
not hind eddities except those that are
very real. This test is not
recommended for seleching oudit
somples becouse it will prodoce a
large number of samples =o itis not
afficient Test results using formula

2 obove can be ssen in Table 2

below this:
[
W;ﬂ_ﬂh_pn"MW—m
Cutssst | Propmriati Lt
T wn T eE | fae EE T Qe | TFH
i [ i e o e | Daas
3 an LR a1 o0 [« [ 820
] H i 1k neyr lﬂ Eia o sl T a g
k f? Znry U'||1." 0 il | A=l @ [N
& e 3 liat BEe? E3- 0] [ ik L]
I m Rl (il . ] ﬂ'ﬁ!ﬁ] Limilea (R
i by | = It l.‘-H."l o] | (<=3 [
¥ (L] 2 hda EET1] wgE = [T ]
P Lip [N (- T | -
[ YT Iy -y g ey ) P e -
e Ala bl | P o= = AL

b}

Descrniptions of the columns. in the
table above aors ai follows:

- Column Digits shows the first digit

of gquantitative dota.

-  Column Acfuol Copnt indicates the:
number of spacific first digitz in the
doto.

- Column Acfual Proportions shows
the rotio’ of the number of cerfain
first digits to the total number of
numbers in the dota.

= Column Benford's Low shows the

expected proportion for soch first
digrt.

= Column Deviation chows the
difference bstween columns Actual
Proportions: with Benford's Low by
subtracting the acuol proporiion
from the expectad one in Benford's
Low Pesitive deviation means the
actual proportion is'toee much and
vice versa for negotive deviotion

- Ceolumn DHrections indicates: the
direction of deviation. Over means:
positive deviation, whersos Under
means negoiive.

- Column £-Srot (Z-Stotistic) shows:
the significance of the deviation of
the octual propaorfion from: the
expectedone. The calculations will
be explained in the test Goodness
of Fit {Z-5tof, Chi-Square, eic.)

Second Digit Test (5D Test]

Thit test calculates the proportion of
occurrences of the second digit in o
s=t of gquantigine dote Like the first
test, this test s also anhigh-ievel
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OVEIvIieEwWso it i5 also not
recommended  fo  seleat audi
sampies. The formulo uvsed to

colculate the expected proportion of

occurrences of the second digit is
=]

P(Di=di)= Z log {1+ (ﬁ];

=1

Whisre d: adoloh numiber fram 0 until
Q. so the resulting output is ten

First Two Dight Test [F2D tesi)

This test calculates the proportion of
oocurrences of the first two digits in
o ==t of guoniitotive dato except "0
as the first digit. For numbers that
arily have ons digit, a "0" will be
added after them. This test does not
read commas,. for exomple “1 25"
tha first twao digits will be read as
"12" not "1.2° This test digs desper
into pessible irregulanties seen and
unseen in the firs? two tesis. This test
digs deeper into possible
irregulanties:sesn and unsesn n the
first two tesis. This 1esi
focused than the previous: two tests
because it will produce o smaller
audit somple forget, especially for
daton under 10,000 The formulo
used fo the expected
proportion is asfollows:

s more

calculate

: ¢+
P(D:Da=dds)=log (1+(3=))

Wheme d:d- o combingtion number

of the Hhrst and second digits
between 10 sd 99 so that the

resultingoutput is 90

d|

First Three Digit Test [F3D Test)

This test calculaies the proportion
of occurrences of the first thres
digits in a set of quantitotive dota
except "0 o= the firsi digit. For
numbers that only hove one digit,
‘08" will be added ot the end to
make it thres digitz. Likewize, with
numbars: that nni)-.r have twe digiis,
0" will be added at the end to make
them three digits. lust like the
prennous fest, this fest glso does not
read commaos This t=st iz very
focused becouse it provides auditors
with a relatively smaller sample sze.
With greater accuracy than the
previous two fesiz fhis test can defect
anomalcus duplicotion. The resulting
output i 200 combinations of
numbers. batween 100 and 99,
maoking i1 improchcal fo analyze,
especiolly for data with sizeés under
10,000,

Lagt Two Digit Test (L2D Test)

This test calculates the proportion of
occurrences of the last two digits in
a zet of quaontitative data including
numbers.ending in “0" and “00". This
tezt alzo doss not read commias. The
purpess of this fest is to find made-
up numbers and rounding. This rest
will ciso produee a smaoll audit
sample targst, sspecially for data
10,000,
hundred outputs in the form of
combinations betwesn (0 and 79

The expected propertien for each
combination is 0.01].

under there: ars one
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Facts of the Caze:

Quddey Sdn Bhd is one of the companizs in
Brunei thaot deal with importotion of
telzcommunication equipment ond athar
related accessories such as cables, optical
fibre cables, ophcal tronsmiszion =ystems,
directional antannas, =fc

Findings:

1. The PCA Unit dscded to randomiy
audit-23 selacied impod declarofions
of Ouddey Sdn Bhd for the period of
Movember 2021 to Novembes 2022

2. Fromthisaods, the PCA Unit found out
thot this compony bkos o  porent
company from another ASEAN country.
There were glso discreponties found in
the FOB, freight chaorgss, and other
chorges

Modus Operandi:

The company didn't incdude services

charges incurred dunng the importation of
the goods for the Other Charges in the CIF
cofculatian as mentiened wnder Ruls 12 of
the Adjustment of
{Valeaotion of Imporied (Goods) Rules- 2]

Decision:
The shorfuge amount of duties was BNDS
85,137 00. Therefore, the compaony wos

required to poy the remaining amount 1o

cover fhe fotal duties owed
Facts of the Cose:
LT Conipany is one of the companies being

gssessed by PCA Unit bosed on common
importation of productiong for Plostic's

PAPP—Customs.

Primary Form and OCther Related Plastic
Products such as PET Preforms, plestic bottle.
mold, water pump and stc

Findings:

1. PCA Unit decided to randamly oudit 30
selected import declargtions of LT
Company for the period of March and
December in yeor 2020 ond January
until December in 2021.

2. Froam this oudit, PCA Unit found out
thot thiz company i o porent company
that wos wmporting and supplying
pressed plostic waier boitles on behalf
of 2 gther her sub-company’s mneral
water foctory  There wer=  also
discrepancies  found in the freight
charges. and other chamss

Modus Operandi:

The company didnt incduede ssrvices
chorges incurred during the mmporichon of
the goods for the Other Charges inthe CIF
colculation as mentioned wvnder Rule 12,
Adjustment of PAPP —custorns {Valuahon of
imparted Goods] Rules 2001

Decision:

The shorfoge amount of dutiss and penolty
for commiiting offence under Section 1346,
Cusioms (Amendment) Order, 2018 and
Section 142, Exdsze [Amendment] 2018
amourting to BNDS 15,655.00 waos paid
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it
A NEL

Cambodia

CAMBODIA

CUSTOM VALUATION - CASE #1
Related porty fransactions
Facts of The Case

2

Company G ista gloss mionulactirsr in
couritry E '

Company E has purchasad glass from
Compoany & and exported it to Courdry
|

Company C ha: been contructed 1o

build a hotsl building for company H in
country |

Company H =igned o conshruchon
contract with compaony © in couniry |

o pmg— — Hopgias
i =, " "y B
= — p—
r
[ — i1 § S— i [ |
Vi e i | T

5.

| i g = m

Company H i3 receiving incantives from
the Govemment for customs duty
exemphons but still poy VAT Compony
His not involved in the purchase of
glass: AU purchases wers mode by
Company € Company H pay
Company C bosed on fhe percentoge
of the building's complation

All  ymport documenis are under
company H's name and company E is
an exporter

Findings

1

In arder to import glase fram Country
E, Company C hos to create Company
£ in Country E. So Compony E and
Company L ore reloted. Thiz cous=s
the customs waolue of the imported
goods fo be indsterminoble

Under Arhicle 21 of Cambodian Law on
Customs, the customs value of
imported: goods shall be the
transaction walus This 15 the pnce
actually patd or poyable for goods
when sold for export in Cambodia
Affer revisvwang the cusfoms volus of
identical gooads impzorted by other
campanies, we faund that Company H
has under-declarsd the custems value
of its goods.

Moduz Operandi

1

2

The declarsd cusioms= volue of the glazs
vary ond fHuctuate significantly sach
time they are declorsd

PCA -Dfficials asked fhe company to
provide sole controcts and-bank telex
transters. This in turn proved thot the
customs: value declored are not the
actual pree paid or payoble,

Diecision

Compony H has to pay odditional duty and
tax including ‘penolties of 2 108402 500
KHR or appromately 511,004 USD
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Indonesia

CUSTOMS VALUATION — CASE =1

Factz Of The Coze

XYZ D = a trading company whose one of
the imported goods iz the Electronic Control
Unit (ECU). ECU iz the centrol controllzr
and heart of the engine management
system. It controls the fuel supply, air
management, tuel injection, and gnition
Due to the scalability of its performance,
the controel wnit 15 oble to control the
exhoust SYstem and niegrate Iransmission
and vehicle funchions simultonsoushy.

Az a trading company, XYZ [D impoirted the
ECUs from its groups obrood to be'sold to

its cuttomers in lndenesia. The payments:

matched with the invoices regarding the
initially imporied ‘goods’ fronsodions.
Howewver, the Audit Team found addisonal
paymenis dezcribed as Yomortizotion costs”
which were billed ofier the sales of LCU
that needed desper =xomination of

whether the amounts were suppos=sd to be

added to custams valuation

Findings

The Audit Team further reguested and
analysed the agreement related to such
payments: |t endad up revealing the foct
that XYZ 1D helped o collect the
amertzatien costs from a parhcular
customer. The costs were charged for the
supplier's-performing ond completing such
hardware/software development of the
specitic typss of ELU. The payments were
omortized over the sales period of fhe
midss-praduced ECU. Whersas, the costs

<till had to b&'paid iiva lump sum when they

ware not fully amortized during the agreed
period. In conclusion, bassd on these facts,
the costs wers considersd os ossists ond
supposed to bs odded fo cusfoms
volumgfion

Modus Operandi

According to the agresment, the supplisr
would receive the poyments of the
amarfization costs: penodically referrmg 1o
the zupply voiume of ECU sales. It clarified
the ditferent imvoicong mother thon the
imported goods invoices, In addition, the
term “omertizotion cosis” might
camoufiage the incdudable exra poyments
te the coestoms wolugtion. Thersfors, o
wader ponit of view 13 needed to reveal such

COses.
[ . . N I
LAFORTES
R A FALT
e — ]
F——
i im
£
k_‘. ‘I —
E
mpoare
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Decizsion

In Hus «coze;, the stote revenue of
IDRT 525.218,000 (opproximotely USD
Q7 778) was sscured due to the shorfagss
of impgort duties; taxes, and penaltiss

CUSTOM VALUATION - CASE #2

Facts Of The Casze

AA s one af the woeild's leading mimng
companies: The componys  produoct
porffolio primarily consists of copper, goid,
and molybdsnum  AAA imporied maierials
from COMPANY LYZ In couniry X

Findings

In customs value =xamination, the oudit
team found some other poyments 10
Company LYZ bosed on Bonk Ladger and it
hosz not besn gdded to the cusioms value
The differences found betwesn
examinahon transaction value declared on
impart declaratien and price actually poid
are-defined os Assist

Arcording to orficle § paragroph 1 (b) (i)
WTO Valugtion Agreement, Assist can be

defined as the vaolue, apperhoned as

appropriote, of the following goods. and
services where supplied directly or indirectly
by the buyer fres of charge or ot reduced
cost for use- in commechon with the
production and saiz for export of the
imported gogds, to the extent that such
value hos not been incduded in the price
acteally paid or poyable.

I thus cose Hlus payment s conneciad with
imported goods and there is a record that

clearly relates the cosis incurred by the

osgembly cost fo ceroin producis, then
Teom Audit concluded the ossembly cost
must be added directly. Thus the amount of
payment that is made toword LYZ | needs
to be added into the colculaotion of custome
valus

Modus Operandi

I. It iz knewn that the paymant refers to
the valus of assist

2. There wos a cost that must be odded in
order toe recewe imperied goeds
related to assembly cost

3. Poyment thot supposedly related to the
impart geeds os an “other Poyment ©
Hoping it won't get recogrised and do
not have 1o be added nto the customs
valua:

Decision

In determining the customs value, the valus
of assists shall be added to the pncs
actudlly paid or payoble for imported
-goods. Thera is a shorfoge of import duties,
tox and administration fines thot AAA miust
pay with a total of USD (approximately UsD
1.000.000)

CLASSIFICATION AND
IDENTIFICATION — CASE #1

Factz of The Caze

DAF is ons of the ossambly industries
engqoged in the auviomotive ond
manufocturing  felds.  This  company
imporfed four-wheel vehides in complately
knockad down ([CKD) condition from
suppliers

‘Bazed on arficles 10& 14, Regulation of the
Industry Minister No 5 of 2018 conceming
Amendments to the Regulohon of the
|ndistry Minister Pl J47 M-
IND/PER/9/2017 conceming Industry of
Four or Maore Wheel-Motar, imports of CKD
vehicle must meet the requirements of at
leost a motor vehicle assembly process and
be equipped with testing ond quality
coniral.

Bazed on examinotions, each CKD vehicle
=et wos not reperted n the some import
declarotion and # did not mest the
minimum regquirement for importing CKD
moior vehicle ==tz The company declaored
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the C€KD wehicles: os with HS Code

87032229:

Motor cars and other motor vehicles

principally designed for the tranzport

of persons (other than these of heading

87.02), including station wagons and

racing cars.

- Other vehicles, with anly spark-ignition
infernal combustion piston engine:

- - Of g ofinder copacity exceeding 1,000
cc but not exceeding 1,500 cc:

=== Completely Knocieed Down:

- = = - Dther motor cors (including stotion
wogons ond sporis cars, but not
including vans):

- = Chther

Findings

The audit team discoversd this irregularity
fraom an onalysis-of incensistencias in the
price per wunit of imporfed CKD
companents. Basad on this foct, The Audit

Teom carfied out on examinatien of Goods:

Receved Documents and aligned if to the
Regulation of Industry Minister conceming
Import of CKD vehicles
Based on Arficle 71 of Regulation of
Industry Minister, it 13 stated that:
1. Importgiion’ of CKD 'motor vehicses
must fulfil:
o Mimmum decompesition and
b.  Minimum completenass
2. Minimum decomposttien as referred to
in poragroph (1) letter o indodes the
condition of the body that hos not been
azsembled and hoz not besn poinied
3. Mirimum completeness for CKD motor
vehicles as referred to in parograph (1)
|etter b may bs examptad for imports of
goods included in other pariz and
equipment, if:
a. the good:s have been mode
domestically; and/or
b. the goods are not required in the
matar vehicle to be produced.

4 Mrmmum decompasition and
miinmnum complsteness for bour or
more whesléd miotor vehiclas ore listed
in Table |-A in Appendix | which s an
integral  part of this. Ministariol
regulation.

In addition, Article 12 of its omendmant in
2018, zigte= that the imporiation of each
set of CKD motor wehicles must be
subbmitted in 1 {one} customs: declaration,
Since the compaony did not msst tus
requirement, the imporfofion could not be
classified under the dsclared HS Codse
instead, its clossification should refer 1o
Gensral Interpretative Rules (GIR) 20, 18-
“Any reference to-o heoding fo on article
zhall be taken fo include o reference to thot
article: incompiete or unfinkhed, provided
fhal, as presenfed, the incompiefe or
unfinished ortficle has the essentiol character
of the compleis or finished orficle. ifshall also
be lofken fo mMciude o reference fo that arficle
complefe or finishied {or falling fo be cossiFied
os complaie or finished by virfue of this Rule),
pressrfed yngssembied or disossembiad,”

[n [ine wath GIR 2a, Explanatory MNotes of

Chapter 87 siaigs the supporting idea, 1.€
“An  incomplete or unfinkhed vahicle,
whether or not assembled, is dassified as the
comesponding compielé or finshad vehide
provided # has the sx=ential choracier of the
latter (see Geéneral Inferprefafive Rule 2 (a)),
as far exampie:
{Al A mofor vehide not yef fifled with the
wheels or fyres ond bafiery.
(B) A motar vehicle nol equipped with s
‘enigine or with s inferior fittings
(€] A Bicyie without saddle and fyres,
This Chopier also coversporis and oocessories
which aré identifiable o= being suifable for
use' solely or principally withi the vehicies
included fherein, subject fo the provisions of
the Note: fo Sectian XVil (see the General
Explanatory Nafe fo the Section)”

In canclusion, the mporied four-whee!

vehicles should be cdlossiisd aos  the
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corresponding  or  finished complete

vahicles. Tarff

Imparied [P ; o 15
Coivals Tarft | Tarff Descrphon: | Prefer

Modus Operandi ential |

The Audit Team found that DAF did not
mest the  minimum requirements for
importing CKD mator vehicle sets in 1 (ong)
customs.  declaration  Thersfore, in
accordance with GIR ZA. Audit Teom
‘correctad the clossficdtion under HY Code
87032259 with description below:

Motor cars and other motor vehiclas

principally designed for the transport

of parsons (other than those of heading

87.02), including stafion wogens and

racing cars.

- Other vehicles, with only spark-ignition

intarnal combustion piston engine:

- - OF a gylinder copucity exceeding 1,000

oc b not excesding 1,500 o

- - - Other;

- - - - Oher moiee cars (including Fofion

wogons anid sports cors, buf not including

vins):

- - - - - Other

Decizions

There is' o shortoge of import duties and
taxes that DAP must pay with a total of DR
Z13.000.000.000 (opproximately USD
13,862 408)

'CLASSIFICATION AND
IDENTIFICATION - CASE #2

Facts of The Case

XYZ s a troding compaony engaged in
supplying moteriols for vorious industries
conceming phormacy, feather meal, food,
ond chemical produds. Dunng audit period,

the company imported chemicol products

such as L-Threonine, Niclosamide Anhydrous,
ond Cyromazing: Bosed on  prsliminary
analysis, these were indicoted to be wrongly
declared os follows

| LThreonine/ | @% | p-Aminosolidic | Ne

acid and ifs salts, | (MFN)

ks Cote esierz o ofber
29225010 gV
Nictosomide 0% | Otber arganic | Yes
| Anhydrous/ compounds [ACFT
_ Al
5 Code
2942.00.00
hf;.‘i::.v'r-::—n11:|1'E-r1!a'? 0% 'E_YEEIH:’.:, cy-a;en; Yes
) or cycioterpensc | [(BCFT
HS Code: s or | A)
2921.30.00 palyarunss, and
fheir dervatives:
salts thareat
Findings

The Audit team conducted deep danalyses
rowards e imporied produds Furfhermaore,
to strengthen the facts and in regards 1o the
autherzahon, the Audit feam requested
Custams Lobarotory Department fo perform:
such loborotary tesis nesded. The result
reveoled that indeed, they were misclossifiad
to the incorrect HS code with different import
duty tariff,

Moduz Operandi

1. Raferring to ths Intermationol MNon-

proprietary Names (INMN) WCO, the HS
Code of L-Threonme {CAS RN 72-12.5) s
2922 50 However, in Indonssian
Customs Tariff Book, the complete sight-
digit HS Code should be 2022 50 20 with
5% impart duty tanff. The reasan is that L-
Threonine haos: alipbotic strecture and 1
genuinely different from p-Aminosalicylic
ocld ond ifs solis, esters and ‘other
denvatives with thair cyelic shuciure os
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reperted mhally i the  impent
declaration.

2. Niclotamide Anhydrous [CAS RN 50-65-
7) haz = own specific pos tonff under
Cytlic omides and their dervotives which
i5-7924 29 90 with 5% preferential tariff
[ACFTA] ,

3. Cyromozine [CAS RN 656215-27-8) iz an
orgonic compound confoining  fricone
/piperanne ring ond s o oyclopropyl
derivative of melamine. Thus, the correct
HS cods should be 2033 .6%2.00 with 5%

preferential tariff (ACFTA}.

Decision

Regording on the oudit focts and the
loboratory test resulis, the company <hould
poy the shortoge payments of import duty
and toxss in tofol amount of IDR 1,3 billion
or appreximately USD 112.000.

COOPERATION BETWEEN CUSTOMS
AND TAX AUTHORITIES - CASE #1

Factz of The Case

ABCD s o company tha! operofes in the

bicycle and bicydle eguipment componants
industry and is one of the companies that

receives. bonded zone facilities |t means:

thot -ABCD gets o suspension of import
duties during their impertation process
Thew prnmary imported commedities are
floor-rolled products: from non-alloy won
and stesl (Hot Rolled), chemicals, and
bicycle-compaonsents for further processing
Thew primary fransactions are export

tranzaclions in bicycla camponenis such as:

Headseis, Bottom Brackets, Axles, Hubs,

and Finished Parts. Howsver, ABCD s

ollowed to sell their products domesticolly
for a cerfoin amount apart from their
primaory export fransactions.

Findings
Dunng the inspection of ABCD bondsd
grena, the agudi team found wmultiple

differences betwaen the local sales value
reparted inthe customs documents (BC 2.5)
and the domestic VAT report.

Moduzs Operandi

1. The compony purchases imported row
maisnals uzing bonded zone fadilities to
be further processed infe  hicycle
companenis ready for sale

2. Based on the resulis of the sxamination
and in-depth comparison of customs
documents (BC 2 5) with the datails of
tax invaices, sales invoices, issued, and
bonk stotements, it was found thot the
types-and quantihes of the goods were
different betwsen the goods issued for
sale based on tox invoices: which are
reported to Tax Autherties ond inveoices
and thaosse declaored 0 customs
documents (BC 2.5) which ore reported
to Customs Authorifies

3. From this investigation, itis known that
the invoice: decloied in customs
dacuments [BC 2.5) and the billing
invoice for the tax invoice ore two
different invoices. The buyer in cusfoms
dociments [BC 2.5) is only notified as
one buyer, whersos in the tax invoics, it
iz known that thers are sevarol buysrs

4, Ths multpls differences in valus in doto

batwesn the local sales volue reported in
customs documents [BC 2.3) and the
domestic VAT report te ths Tax
Authorifies i= o trigger flog for the gudit
teom to do. an inspechon We belisve
thers iz an ultenor metive to do Tax
‘Bvasion that could result in impaorfed

PCA Casez - PCA Bulletin Vol, XV | 28



ASEAN CUSTOMS

goods being released witheut fulfilling
the obligotion to poy Customs Duties

S S Py
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Decision
In the end, the audit teom found there
ne=ds 1o be more poyment of Import Dutiss

ond administrotive  sanctions i fines:

omounting fo final omownts of (DR
2,492 503 000.00 or the equivalent of
USD 166,640 The Auvdit Team alzo

recommands that The Company poy

attenfion to the types and guantiies of

goods stated i customs documents (BC
2 5) and those issved on tox and billing
invaices

COOPERATION WITH TAX
AUTHORITY - CASE #2

Facis of The Caze

XYZ = a company engoged in importing
and wholesale trading lubricam, fusl, and
bitumen products as well as the pstrol
refgithing  bosinass. The moin impod
commoditiss ore fuel, lubricants, and
bitumen.

XYZ has made a Voluntary Declaration and

Voluntary Poyment ofimpori duty and foxss:

on royalfy poyment fo the Licensor. But the
Audit Team found that baosed on Income
Tox Articie 26 dato (income tox imposad on
income received by forsign toxpayers from
Indonesia other thom @  permgnent

establishment i Indonesia), financial
reporis, and the olochment to the
Corporate Income Tax Return, the odtual
amourid of royalty is greoter fhan thosze
declared in the Yoluntory Declarotion and
poid  in the Voluntary Payment The
diffaerences on this royalty pdyment reporis
were then investigoted by the Audit Team.

Findings

The gudii team found that there 15 some
amount of royalty that should bs odded to
the price actually poid or payabls

Modus Operandi

1. Tha company paid royalty on imported
goods to the Licensor.

2. The royalty payment hes met the
requiremants to be odded to the
transaction value in customs valuation,

3. The amount of reyalty reperted in the:
Voluntaory Declaration and the: import
duty and toxes paid in fhe Voluntory
Payment, are based on the amount of
royaity in the previous hnancial y=ar
peried. While the amount of royalty
reported in Income Tax Aricle 29,
financial reports, and aftochments to the
Corporale lncomé Tax Retum s the
aciuval amount of royalty paid in the
cuTTent year. .

4. The calculation of rovalty that is related
ta the imparted goods should use the
octual volue as reporfed in the Income
Tax Article 26, the finoncial rsport; and
the ottachmentto the Corporofe Income
Tax Return.

Decision

The company should pay the shorioge
payment of import duty, toxes, and
penalfies of IDR 538,000,000 or eguivalent
to LUSD 35,000
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. Lao PDR

LAO CUSTOMS DEPARTMENT
CUSTOM VALUATION - CASE #1

Facts of the caze

An impaorter imporfed goods under HS code
declaration 870332 (Vehiclel HS Cods
8703 considers. as ane of the high-nsk
codes that PCA Division will clossly observe
and audit. _

Company GG in Lboos purchossd the
commedity from Company MM 10 country
(B}

Findings

1. Company GG dedored |mporiotion
declaration through ASYCUDA System
with customs voluation of 9000USD
(CIF). Local Market price about 30,000
USD

Double invoicss were found

Company GG in loos assignad o

3 pa

monsy exchange agent o fransfer the

monsy to Company MM in Country B

Modus Operandi

1. PCA team conducied field oodit
imimally. [ didnt worke well as the
Maonaging Director was always absent

2 Trensaochon ‘audit woz  gusstionsd
dunng Desk audit took plocs, several

time later, with Company OGG's:

officers.

d. At the some ftime PCA confoct a
commarcial bank ond the money
sxchange ogent where Company GG
often did imemotional payment with
and exchanging.

Result/ Decision
Remittaonce transaction shared from the
bank weare usefi! and found details of
transaction  with  aftachmeant af
peofarma ivoice from Company MM in
Country (8)

2. Informohen shanng from  the
commercial bank: and o money
sxchanges aogent ossisted FLA feom fo
callect discrepancies of 1 billien KIF or
equivalent to 453500 USD and find
Z,455 USD fram Company GG. Noted
that svery 15% of soch fine wenl to
PFCA teom 0 on oword ond
intelligence.

OTHER - CASE #1

Facts of the case

|. An importer imporfed goods undser HS
220890 (3200 cortons)

2. Liguer importation for this declarotion
farm, poid tanffond tax

3. TanfF 0%

4. Excise tax 60% and Value Added Tax 7%

Finding

1. Liguor importation for this declaration
form, zhould be poid tarff and tox

2. Tanff 0%

J. Exxise tox 62.70 % and Valus Added Tax
7%

Modus Cperandi

. PCA team cenducted desk oudit ot PCA
Division

2. Explain the discreponcies for importer

Result/ Decizion

Importsr pod  discreponcy of excise fox
eguvalent to. 50,000 000 kp
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MALAYSIA

CLASSIFICATION AND IDENTIFICATION

- CASE 21
Fact of The Case

1

. The oudit pericd

The imporier is° a Private Limited
Compainy and was incorporated on 23

Janvary 2003 underthe Companies Act

19635.

took ploce: from
October 2015 to September 2018

The principol octivities were importation
and o general trading business,
supplying tumblers and housshold items
from Chino '

. The fallowing ore the tanff codes used

by the imparter duting the dedaratian of

Types of TRITAN / WATER
Imporisd TUMBLER
Declared by Tariff Code:
The lmporesr 4925909999
import Buty : 2092
GST ; 6%
;- | ACFTA - 0%
| Customs Ruling | Tariff Code
{Sac 22 3924.10.0000
Cusioms Ad |mpart Buty ;. 20%
1947 GST - 6%
| ACFTA - 20%

Table: Tax Roie by Typs of Goods

Findings

1

The Importer made false siofements on
the  customs  declargtion  form,
sp=cifically regarding an inaccurate faniff
code

The Sioi= Cm:ripliﬂnnﬁj Civision applied
for o custam ruling under Section 22 of
the Customs Act 1967 fo the Technical

Bervice Division to detarmine the

L

appropriate tariff code for the importer's
goods befors issuing the BOD bill of
demand.

Tha resolis of the customs ruling from:
the Technical Services Division, Custams
Headguarters, found that the tariff code
propozed by the audit officer was correct
and oppropriate for the imported goods.

. The wronag toriff code used cffecied the

import duty sxemption sngogsd by the
importer through the uze of Form E
undar the Cusfoms Doty Ordar
Agreement  [(Goods  Under  the
Comprehensive Economic Cooperation
Framework Agresment Betwesn Aseon
and China) (Asson Hormonized Torff
Nemanciaturs] 2014

Tha importer wos meligibis to bansfit
from the mpaort duty exemption gronted
for the enginal tanft code due to the
changes of the new tarff code

The |mporter wos also found not to
comply with sub-paragraph 5{1 ){al{wn)
of the Customs Regulations (Methed of
Voluation) 1999 for not pledging the
fresaght valua in the customs declaration
form

Moduz Operandi

1

_ Importers delibsrately mizclassify a fobff

code thal carmies o lower import duty
rate than the corred classification.

. Importers manipulate documentation,

such o lr'i}'ni{f_is- and bills of lading, by
providing incomplele of inoccurgle
information
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Flowechart

Decision
Ths ]njpnrﬁ&f has commitied aon offence
under

1

2

Farograph 133(1){0) of the Customs Act
1967 - making an incorrect declarotion
A bill of demand {BOD) amounting to
RM1.4 million (USD2%8,68%) has been
issued for the oudit penod te claim back
the leakage of revenue detected

CLASSIFICATION AND IDENTIFICATION
- CASE 22

Factz of the Cuase

Estobliched in 1997, GCSB conducts o
business invelving troding new and
uwsed -sguipmient, reniting, repoinng,
and maointaining machinery  and
construction eguipment.

Based on the review of documents,
records, and reloted impodohion
infarmation in 2020, it was evident that
GCSBE hod imported and declared
three (3) Customs Forms No. 1
involving the importation of four {4)
road roller units, consishng of thres (3)
bronds

Meonwhilz, bosed on the oudit results
in the pravious year in 2019, found that
ZC5B had imported and declared onky
three [3) Customs Ferm No |

separately The details of the imported
and pledged read rolless are as

fellows:

Fau 200
-4} Logbomre Lt HE Cooe [magiart Sotes
Form te 1 Deicriztion Cimiome Dty Tox
rate
e,
=017
¥ ETEETIEN Lo S B39 an =1 HE
[ ey et ] o Befme FO et
iized Dynosné
Ecme Roier
Mdode: TS 11
X EIOo0E07 1] Ercorts Rood
b1 nop ! Rofler Mol
HBE5-NSDD
= EFOa0I07 1 Escoriy Rood
102501 Rooil) = Mgl
EC3FI2 B0
Texr 01T
B | Tuomizms [=rr= S Sode | et Sefes |
rorm Ha ¥ Ceseniption Canfome Daiy Tox
Colies
T
(T
ESE R
fmeia
s
Trocd=
bgremme
mt LAFTAL
1 EIE2071%10 Exvorts Rooad BA29-20 =5 il
L 2032557 | Rolter Model- THh -
. | =mazas10 HDSSMEDD
4CLCEDT
I 2251510
4020553
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Notes *: _ i -
[ HS Code Imported Good Description
[ALFTA 2069 {AIFTA 2009
2479 Seif-propslled kulldorams
ongledezars, grooers,
levsllers. scrupers, mathanical
i shevels, oxcovofors, -showel
SeFT an iooders.  fomping  rrachinas
and rood rolles
‘842%9.20.110 - Tomping machines onpd
rood rollers:
Bood rolles:
vibratory -

Notes **:_
HS Code Imported Good
{Customs Duties | Description

Fﬂﬂ-ﬂ?}} [Customs Buties Order
{2017))

| 8439 Sef.propelied bulldozers.
angl=diz=rs, graders,
lev=liars, SCTOPETs
mechonical shveels,

843040 E.mm-'crrﬂr: shovel looders,

S429.20.90 00 tomping  mochines and
rood rollers
- Tomming machines and

" read
roilers:

- - Other =

Table 1 : Compansan K1 ferm (Import
Beclarchon) for 2019 and 2020

classification purpesss. A study made by
the techrucal deportment discoverad that
the trade was wrongly declared os i

Table 2 Declared Tariff Code

PCA Findings

1.

Under the investigotion, declared K1
form hove been reniewsd ond check
occoardingly. Based on that information,
it wge found out thot the Escorts Rood
Raller Model HOBS-NS DD was imported
m both y=ors by wsing different
desenphien. This hove roised a red flag
an the posstbility of under-declared and
pawd import duly and soles tax.

Bosed on PCA findings obows, the

.ovuditor hos apphed for custom ruling

decigion trom technical departmsnt to
identify the correct cdlassification of
goods imported for four [4] Unn road
rollers for the impaorted year 2020, The
catologues of goods were forwarded 1o

the elozzification dmasion for

should have been declared os follows:

e S Peros
] Vo JOF]
D::l.mlh?u
o' ot b Moty e Ueddwes
ar-po o | :
Tt i £ Y lall o, | b
Lok nr.Tr Tia L Cudy | ==
FnE- i
F 7] LT !
U Gokm el i AN D gt =% | i
Epas ddine | b 0o
£ 1
Cthedihboccs | BMEMAD | W% | mees | Bawvan | oano | P
Bocill . Rz -~ i p2
#ualad CRIT —1
Tocort Beod | BarW 4o | 0 TR ITEED =T
Lidter shoedad | BN * VIO
SILIIG-BE T
Trcorhl oo | EEGY A0 At 1% EFTTET EL i
Wisbar s | AL Wil
BC 2213 0
Notes *:
HS Code Imporfed Good
{Cusioms Duties Order Descriplion
(Customs Buties Crder (2017
EF “Self-propefied bulldozers.
anglesiozess, grodars, lowsiers!
sorgpsrs, mechonical shovals;
SvcmEoters shend looders;
2229 .40 fomping mechinces ond  ropd
BAF0. 20,40 00 rolisss
= Tompng machines gnd ropd
: rebem
5439.40.50 00 - - Wibratory smooth drum
rodiess. with a
centrifugal forca
drum nol excesding
20 by weigind
raflers

Toble 3 Actual Tariff Cods Affer
Custom Ruling Decsion

3. Refermng to the four (4) Customs
Rulings, it was obzerved that the tanff
codes declarad in 2020 for the Escorts
Road Roller Models HDB5-NS DD and
EC 3212 DD were incorrect. As a rasult
of thiz decision, GCSB's eligibility for

privileges undar the
Tregtment —

Prefarential

-Preferenhial Tonff

TarfF

Certificoie of QOrigin, as psr AIFTA

2009, has been
revocalion o dus fo

revoked.  This
the absence of o

valid Form Al during the impariation
and pi=dging process for these rwo
imporied goods Conseguently, under
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the Customs Duties Ordar {2017), the
nnport duties of 25% rote and sales fox
at 10% will be re-imposed oand
collected from the importer. On the
other hand, the importation and
declaration of the Escoris Rood Roller
Madel HDB5-NS DD in 2079, wsing
torif code 8429 40110 under AlFTA
2009 with an impert duty rote of 5%,
were accurote and correct. That was
becouse GCSE possessed a valid Form

Al thus RCMD allowed the imparter 1o

benefit the preferential rate under
AlFTA

Modus Operandi
There hod besn an indication of shifting HS
Code intentionally.

Decision

1

GCSB hos committed offences unpder
Parograph 133{1)(a) of the Customs.Act
1967 by making o folse dedlaration on
the d=clarotien form  for imporded
goods: This folse declaration resulted
from the failure to declars the corred
tarift code duning the imporation of
both road reller unils branded Ezcorts in
2020

2. A bill 6f demand wos issued for MYR

76,882 54 (USD 18,774.85), which
consists of MYR 48 54311 for Imiport
Dty and MYR 30,339 43 for Sales TaxL

Flowchart
-
|-:-C||||I.||-
Tesia= | gijifa ! Facaf i B Uirr |
. l

ﬁ" | webanran ]

CLASSIFICATION AND IDENTIFICATION
- CASE #3

Factz of the case

1.

The  importer is o Privote Limited
Company and was incorporated on 28
June 2000 under the Componies Act
1965.

The impaorter i= principally engaged in
styling, monufactuning, distribution
and inctallation of leathser car seat
covers, supply of leather cut pieces to
the autemotve uphelstery industry and
other services related to  the

auvtomaotive upholstery industry

. The-post clegrance gudit was carried

out by the State Compliance Division.
The audited period wos from January
2018 until Februvary 2019.

The importer hos cleimsd praferentiol
torff frectment on imparfotion of two
types of leather which are PVC
Leather (Artficiol Legther] ond PU
Leather {Microfiber Leather)
onginated from China by preducing o
Prefersntial Certificate of Ongin (Form
El respectively under the ACFTA focility.

The tarif codes based on import
declorations are oz in Toble 1 below -

Lo £ s
e ey
o | T | i | o

=1 Gnls Fes

Ll Typess mé
Pustuid Dol [idbes =l
T A Dby
Tirskur .

LTI )

o CITRRLE .
i Thes [ Y -

e

(o ZOHE =T ST 8

[[9 | Pl
Ly L]

Iihe

Findings:

|

The oudit officer found that the import
d&-ﬂ:llnrutfc-rrs were inoccurote due to
misclassification of preferantial tanff
codes as shown n the Teble |

The State Comphonce Division opplied
for-a cumfoms ruling on clossification of
goods as prowided under saction 22 of
the Customs Act 1967 to the Techmical
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Service Bivision, Customs.

Headgoarters to  detsrmuine the
appropriate tonff code

. As d result, the oudit findings were
supported by customs ruling mads by

the Director General (DG} of Custams:

who has decded that the tanff
clozzification codes provided by the
importer for cusfoms form declarations
wers inoccurate

. Tha appropriate toriff codes bazed on
the custom= ruling made by DG ars as
in Table 2 below

N0 | Typesof | Order Tarli bopait
fmiporisd Carifer it of
fpods oty
I [m Ciinbome | FF200200 | B
Tatathes Mhtiea 0N
ACFTA
orider
Costoms | 302L.22 00 | 2D
Diuties il
Mder | —
4! iy Qustoms  F90L 1350 | Dy
Laathor fnmies 10
ALFTA
Ordor
Customs | 3921397 | 209
(5 TIREES (LN
| Cimior

Based on the DGE's decision, the audit
otficer hos decided that the imporier
was ineligible 1o claim and enjoy the
preferentiol rofe of duty undsr the
ACFTA dus to misclassification of
preferential fanft codes

However, fire Customs Legal Division
has ruled that the misclossification
sholl not guromatically, involidate the
Form E, if it does in foct comrespond to
the products submitted unless if 7t s
suspected  thot froudulent octe
conniection with the Form E hove been
committed os provided to Rule 17 and
Rule 24 of Rewsed Operctionol
Certification Procedura [OCP) for Rulas
of Cingin under the ACFTA Attachment
A; First Schedule:

. Refer 1o the dforemsrtionsd, the
importes still eligible to claim and =njoy
the preferentiol rata of imiport duty

under the ACFTA whieh is at 5% for
PVC Leather {taniff reduction) and 0%
for PU Leather [tanft sxemphon)
respectively based on the preferential
tariff codaz as shown in the Table 2.

Flowchart
EAFSIFTEN |
——_ [
b L - j:,ﬁa’
O RS
L
(v -
i L5 il
Decision

1. Theimporter hos.committed an offence:
under section 134(1){a) of the Customs
Act 1967 due to failura for making trus
or correct declarohion,

2. Three Bills of Demond (BOD] which

. comprised import duty, GST and ST
amounting o am500,000.00
(USD105,7156.35) were issued under
their respective lows to daim bock the
leckoge of govemment revenue
detected.

CLASSIFICATION AND IDENTIFICATION
~ CASE #4

Facts of the casze

1_The importer is an Enterprise and was
incorporated on 18 Mai 2007 under the
Registration of Businesses Act 1956, 1.2
The imporier iz principelly engoged in
importing, exporting, sourking ond
supplying o variety of fropical frunts.

2 The full post clearoncs audit was camied
out by the Stote Complionce Division
The ocudited pariod was from Meai 201¢
until October 2019

3 Tha imporer hos cloimed preferentiol
tantt treatment on importation of o
variety of fruits orginoted from
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ATIGA facility,
4 The wmport rote of duty under Customs

Thaoiland by predecing = Preferentwal
Certificoie of Ornigin ([Form D) under the

Duties: ATIGA Order bosed on import
dezlarotions are gz in Table 1 below:

Toriff Code

. The

Types of of EIH-'I‘I:IH‘I.E It I*hﬂ:e ;:.
Mo imporied I}h_lhu Rofe ol o
Fruits ETIGS Bruty o
t Youne BEnY fe.1h o j oy
oot na |
Z Lagy's finges | G2R3.20.10 o | D%
Fomann L1 4]
3. | Fireopples | 03043000 =5 ] s
il
4 Guomes DELSA0 = | ot
80
5 Moroe= A S020 /s | O
B0
& | Mongoslesna | OE04S0.20 | 3% 1 e
& )
7 Wotarmsions | =71 1.00 3% | 0=
oo |
& Fopoyas Qa07 20,00 L =
0o
[] Apples. Q308 10.00 (7. | =%
00 !
0. | Cnone CEIT.a0.00 = ] S
o ;- = & -ﬂ-.z._l_r_.rl_--. - — . - —
17 Ferairrmon: &510.70.00 P ] e
(] !
iz Lomgens CE10:2R.10 2 ] i
0 |
i3 Lyghaes: SE10. 9020 0% %
ET)
14 Ranbuoion 05109030 3% J 0%
o0
5 ekt o510 R030 B e
o0
1. | Gnokedud | BE109090 3% %
| a5 !
17, | Drogonfodt | BE10.9092 T | %
m
= oE10.5052 5% ] 3
(] |
i Pamagrone? | GEI0GF0TL 3% | :
= i |
| ToE 63106009 o ] S
m. |

Taliz ¥ impart Szt of Duty Untder Customs Dutizs ATIGS

Findings

The cudit officer found severol issuss or

oudit findings, such as:

o. The Form D number declored in
the import form doss not exis
Cr{ﬁsaﬂﬁ;ﬂlkiqg

Drder

the Form D

number declared through the
Maloysia Exchange Hub system:
{MEH] shows o “no record found”
indicator aind through the Thailand
Certificate On-line Inguiry System
[TCOIS) chows that the reference
number of the Form D “cannot be
found”,

b. The invoice number in Form D
doéz not match the invoize number
declored in the import form; and

¢ The same Form D iz ueed
regeatedly in  several import
fransoctions and excesds  the
guantity approved in the Form D

. The oudit findings mentioned ohove

were major issues or substantial errors:
which cannot be treated os minar
discrepancies pursuant to Rule 16 of
Operational  Certification Procedure:
(OCP} for Rules of Ongin under the
ATIGA.

As o resuit, the full /mport duty hos
besn mmpossd in dgccordance  with
relevant lows and regulations of the
impaorting country which was at the
import rote of doty undsr Cuzstoms
Duties Order'on the imporied goods'os
shown below in the Table 2 The
importer was ingligible 1o claim and
enjoy the preferenhal rate of import
duty under the ATIGA as shown in the
Table 1.

impart rafe of duty under
Customs Duties Order of the
Customs Act 1967 for the imporiad
goods are os in Table 2 below:
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Tarif Import Rote of
Typesof  Codeof Dty
NO Imported Cusfoms B Spedfic
Fruits [Duties Vaolore YRS

Crder m KG
1 Young 89719 8% a
COTEUT 19 G
2 Laody's 0803.20 55 138
finger 1062
banana
3 Pineaoppl 0BO0430 - i 11}
' es coo
£ Guovas 280450 3% 040
it als]
= Mangoes 080450 3% Q20
2060
£ Maongeste  [(B04 30 3% R L]
28 30 00
7 Wotermel &B07 17 3% 0.463
ons G0 0D
B. Papayos 080720 3% 0.65
ob oD
¥ Apples BH0S- 10 3% -
0D 00
i Durions &8i0.80 3% 030
a0 6o
11 Perzimmao 031070 30% -
ns o0 oo N
2  Lengons  SR1090  30% -
1000
i3, lychees  (GBI1D90 30% s
20 00
4. Rambuta Ca:m0. 5% O.A5
n 30 09
15 Jockiruit  GB1090 3% 030
S0ag
18 anake 881090 3% a3
truit %7 60
Ir Cragon GBID90. F% 0.63
frisit %2 00
i CGikofrubh 851090 5% Q.65
¥3 05
v Pomegra 8B10S0. 5% a3
nate 24 00
0. Tai GETOEPD. P30 -
F0 00

Tobls 2 Import Rote of Dluty Undear Customs Doties
COrheder of Customs Act 1967

Flewchari
[wrrontm |
e |
— ] ]
!
| Comrar
Decizion

1. The impaorter has committed an offence
under section 133{1)(a) of the Customs
Act 1967 due to failure for moking true:
or carrect declaration,

2. A Bill of Demand (BOD) amounting to
RMG600,000.00 (LISD126 853.80) was
issued to claim back the lsokags of
gowveErmment revenue detected:
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Custom Valuation - CASE #1

Facts of The Case

Compaony X i= a product ‘G importing
compony and which is lorgest trode volume
of product G importer.

Findings

It was found that accarding o the confroct
agreement Freight and lnsurance cost are
not incloded in  Customs Declaration
Transoction is described as poyable.

Modus Operandi
Incaterm i declared as CTIF m |mport

Declargtion and Custems Valuation s
based on CIF in our country. Poyable is:

described in cosh fleow  stotement when

seller waos purchased and tronsaction was:

found in indirect poyment

Reszult

Contract-agreements for all mportations in
“¥* pearnod ars oudited and Custornz Bty
Kyats (6.88) milliore was collectad. The
irformation to collect Short Tox Kyots
[56.78) millions was sxchonged to Intemal
Revenue Deporiment.

CUSTOM VALUATION- CASE £2
Factz of The Case

Compony X is.importing produd G which
hove bean imported os its main commadity.

Findings

it vas found that the phcs fo the customs
had been under declared gftzr PCA team
had found ow invoics and sales controct.

Modus Operandi

The declared mvoice included only FOB
price bsfors the oudit while the :=gles
confract mantioned freight chorges te be
included ond to add mors aodditional
charges for extending oedit peniod of LC
|deferrad poyment) as o sales condifion, As
o result of it, freight charge and additional
charges for deferred poyment were added

to the customs valua

Resuit
All of the impeorfations in “Y" penod were
cudited and Customs Duty Kyats cbout {(21)

millians waos collected. The infermation on

collecting: Short Tax Kyots: about (757

milions  wos: exchaongsd te  Intemal
Revenue Deporfment.
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p Philippines

CUSTOM VALUATION - CASE #1

Facts of the Case

Company B s o corperofion primarily
engaged in the busmess of manufacturing,
imperting, experhing, markehing, buying,
selling, or otherwise deoling n, of
wiholesals or retall bosiz, all kinds of goods,
commodifiss, wores and ‘merchandise of
every kind ond descnplion, scech as, but not
limited to, clothing and weanng opparel,
footwsor,

shoes and shoe products and bags,
cosmshice, skin cars, and hair care
products, accessories.

Findings
During the audit, the aszigned Audit Team
was able to esfablish that the royelty being

paid by the Company is o condition of sale

of the praducts baing sold by the parent
compony, although fthe said royolly
poyments wars being remitted 1o the
regional office of their parant company.

Modus Operandi

The Company has diffsrent supplizrs:-for s

imparied products, the soid suppliers where
found to hove besn controcted by the
audites’s parent company that caters and
manufactures: all the orders of the
companies undar the management of the
parent company. Although the Company
hos differsnt suppliers for s impored
products, the soid suppliers where found to

hove besen confrocted by fthe aodites’s:

parent company to cofer ond manufacture
oll the ordert of fhe comparies under the
managerient of

the porent compaoiry. Conseguanily thereto,
the Company ramifs @ moenthly royalty

payment, equal e o percentage of the net
sales of imported products sold in the
Philippines, to the regional office of their
parent company.

Henra, conszidenng the above-gothered
intormiation ‘and documents that indicate
that tha Company’s royalty pdymeris to its
regional office indesd o condition of the
products being sold by the parent company,
and therefors should be odded to price
actually poid or povable of the audiiess
importotions '

Decision

Company B was found to be liable for the
deficiency duties ond toxes, including
penalties for negligence, and legal interests
dus thereon in the fotel omount of Php
40,780,000 00 (722,768 27 USD) ansing
from the adjustment of the dutioble valus
of the coversd impartaticns under the gudit
due to the reyalty remittances the Company
hos poid to its regional office.

IDENTIFICATION — CASE #1

Facts of the Case

Compony A s o portnesshup orgonized
under the lows of the Philippines and
registersd with the Fhilippine Secunties and
Exchange Commissicn The Company
engages in the manufacunng of steel
products, such o3 but not limited to,
rocfing and roofing occessories, sieel
towers, waoll assemblies, ond csiling
assemblies, c-purlins, wall pansiling ond
hordware ooceszonies,
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Findings

Duning the audit proper, the assigned Audit
Teom has defermined that the Company
only made twenty-two (22) importations for
the entire period covered by the audnt
However, fwio [2) out ol those importaohaons
ware found to hove issuss on  fonff
clossiticotion. The Compony should hove
utilized proper Tariff Heading AHTN Code
7210.70.91 which perfains to flat-rolled
productz of iron or non-alloy sieel of o
width of 600 mm ar more, clod, ploted or
coated, spesifically under with descriphion

as pamted, and a 10% Duty rate for the

subject import entnies

Modus Operandi

The Compaony hoz utilized AHTN Code:

7208 9020, which perfoins to flat-rolled
products of ron or non-alloy steel of o
width of 600 mm or more, hot-rolled, not

clad, plated or coated, for s importations:

that hos been descnbed as Hot Rolled Stesl
Cols pwith vanous colours indicated, =.g:,
<choco brown, red, green; blue, charcoal
grey, efc | inifs submitted mvoices
Decision

With the above findings;, the Audit Teom
wus able to compute a tatal amount of Php
12,620,000.00 (245,334 37USD)
deficiency in duties ond fuxes, incuding
penalties for negligence, ond legal infersst
az a result of the tariff reclossification of the
two (2] importations. The audit of Company
A wos concluded with o demond for
payment of the above-assessad deficisncy
in customs duty, penalty, and infarast

OTHER - CASE #1

Facis of The Case

1. Company AAA is a corporohon
argonized operating inside an ecozone
os UTILITIES ETERPRISE governed by a
special law including its taxation.

2. s r=gisisred activity is to develop and
opergie a power supply ond

distribution  facility n the =scozone
located in Pompanga, Prulippines.

Findings

1. During the examinotion of Company
AAN s Bales Journal and Accournts
Recewvable subsidiary ledger for the
audit period, It was fourd out that B0%
cf its totol soles is soles to custom's
termtorny.

2. Under the existing ond applicable law,
soles to :_Lmam:'!f:hﬂnrr by a locator
shall be subject to national fax

Modus Operandi

Compony AAA used its privilege and
incentives given to locotors.such as duhes
and fox sxemptfion in itz sales fransactions
to customs temitary which not aligned wath
the company's registerad activity which is
primanly to dictnbute power supply fo
enfities inside the secozone,

Decision

The company poid P350 Million [USD7M|
and offered compromise under tha CMTA
te zetla bz tox liobildy comprizing of

customs duties and VAT deficiency, plus

penalty and interest.

OTHER - CASE £2

Facts of the Case

I Company EBBE 5. o domsshc
carporation organized engoged in the
business of manufacturing iren and
steel products such as pipes, tubes,
sheats_ steel bors, efc

2. It 13 an ocorsdited Cwstoms Bonded
Worehouse [CEW] which granted # o
hiscal incentive to impert duly and fox
fres 1N occordonce witn the relevant
provisions of the Custams
Modermization and Tanff Act [CMTA)
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Findings

Examinatien ‘and validation of company’s
liguidotion decuments submitted durning the
‘caurss of tha compliance aud, reveal:

1. discrepancy in tha declarations of
wastoges it incurred during the
manufacturing of its  finished
product, and;

2 that the VAT due therson was
srroneoucly assessed 10% instead
of 12%

Modus Operandi

Compony BBE wos grossly negligent in
liguidating the goods d=clarations covenng
bonded raw matenals it imported wnder
worehousing scheme n wviolafion of the
rules and regulotions prescribed by the
BOC on CBW cperations.

Decision

#g zuch, Company BEBB poid the: customs:

duties and toxes amounting to P12ZM
[L.ISD‘E_J‘—I__.O‘QE], to seitle ds tox liobility with
the BOC.
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Singapore

SINGAPORE
CUSTOM VALUATION - CASE £1

Singaporean man fined for evading
duty and Goodsz and Service Tax on
imported motor vehicles

Facts/Findings

Singapore Customs lounched an
irrvestigotion into @ motor vehicle imporisr
after suspecting that the valuss of motor
vehicles submitted to Singopors Customs
for gssesament of duty and Goods and
Seraces Tox (GST) were under-declared

Between April 2017 and lune 2021, 1,825

motor vehicles were imperted and declared
with zuppressed wvalwes reswiing i the
short payment of duty and GST amounting
to about 8§83 263 280

Modus Operandi

The maotor vehicls importer hod suppreszed
the values of the imported motor vehicles
by creating false invoices or requesting his
suppliers 1o issue multiple invoices with
porticl voluss to conc=al the odual values
of the imported cars. Besides this, the motor
vehicle imporiar hod also insiructed  his
employee to folsify inv{:i;::e.e- with
suppressed voluss detenmined by him
These invoices were then submitied 10
Singopore Customs for assessmant of duty
and GST payable

Decisions

The motor vehicle importer wis sentencad
te a fine of 556,000.000 for froudulent
evosion of duty and 557 He pleadad guitty
1o two charges undar the Customs Act for
froudulent evasien of duty ameunting te
about 551,812,865 for the importof 1,141
‘motor vehicles. Another fwo: charges. of

fravdulent svasion of GST amounting fo
about 55763,343 invobang the same mator
vehicles; six charges of froudulent evasion
of duty ond G5T for the impods of 687
maotor vehicles, with o total evaded amount
of about $8679 072, and hve charges of

‘causimg an incorrect declaration to be

made ware token into considarotion during
serieniing.

The smployes-was sentenced to o fine of
5510,000 for falsification of document= He
pleaded guilty to ene chorge of falsification
of documenis, while another similar chargs
was taken into  consideration during
senfencing.

‘OTHER - CASE #1

Director fined 5541,000 for falzely
declaring origin of goods

Facts/Findings-
Between March and Decembes 2027, the

Singaporsan director of a company dealing

in the wholesole of scrop metals, junk and
wagtes, with businesses in local and
owerseas markels, mode false declorations
in hizs applicotions for Preferentiol
Ceitificates of Ongin (PCOs)

Singapore Customs’ investigotions
f@&ﬁl&d that the Singoporean direcior had
purchozad scrap metals from Indonssio ond
local companizs and packed tham together
to mest the gquantity ordsred by the
customers in indio, before exporting them
to India, falsely declarning that the country
of ongin for the scrap mefals as Singapors,
when n foct they were from both Indonesia
and Singapore.
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Modus Operandi

The Singoaporsan director oversaw cales,
opergtions and ‘moanagesment of the
company. [he |ndian costomars  haod
requested him to ebiain PCOs for the scrap
metals 2o thai they could enjoy praferentiol
toriff freotment under the ASEAN-lndia
Fres Trode Arsa [AIFTA)

Despite knowing thot only goods
manufactured in  Singopore or whally
obtginsd from Singupors were sligible for
PCOs undsr the AIFTA, the Singoporsan
director folsaly declared in the applications
far the PCOs thot the country of origin for
the scrap metals was Singapors, when they
ware in foct from both indonssio and
Singapore

Decisions

The Singaporean director pleaded guilty to

five charges: of making false statements in
five applications of PCOs for goods valued
ot obout S5790,000 and was fined
55417,000 by the Stote-Courts on 31 July
2023 Another 19 similarchargas inveolving
19 applications of PCOs for goods valued
at dhout $871,720000 were token into
consideraiion during sentencing.
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THAI CUSTOMS DEPARTEMENT

OTHER - CASE #1

Facts of the cose
I. Company A, located in Royaong
Provings, hos imported several madical
devices
2. The maojorty of mported products s
disposable odult diopers.

Findings
I, "PCA team decided to mok= an audif for
this company

2. The team found thot dispesable adult
digpers are medical devicas

3. According fo MNotification of Minisiry of
Public Health (lzsue no.34)
Prescription medical deviees that ore
restricted  from  being  imporfed
requesting permission from Food and
Drug Administrotion, Ministry of Public
Health.

Modus Operandi
Company A must have license and obtoin
the permizssion from Food and Drug
Administration;, Ministry of Public Health
befors impartation

Decision

When Company A dosz not have a reloted
license submitiing to cusioms ai the time of
|m'pdrf_l_:l1'=dn Therefore, it zhould be
considered oz an unauvthonzed imparfation
of medicol devices.

Caompany A, that violate ar foil o comply
with Section 202, 244 252 under Customs
Art BE 2560 {2017}, = liobie to a fine
13,000,000 THB approximately.

OTHER - CASE #2

Faciz of the case

1. Company A, loitgied in Bongkok
Province, has imported several medical
devicas.

2 Mosk Premium wuos the mojonty of
imporied product

3. Type of Maozk that imporfed is
Celirstum Led Mask Flatinum — Whits

Findings
I, MCA teom decided fo audit thiz
company.

2 The team found thot Mask Premium iz
medical devices

3. According o Notification of Ministry of
Public Health (lzsue no-34);
Prescnption madical devices thot are
restricted  from beng  imported
requesting permssion from Food and
Orug Administration, Ministry of Public
Health.

Moduz Operandi
Compaony A mus! hdve license and obtain
the permission from Food ond Drug
Administration, Ministry of Public Health
befors imporohon.

Decision

When Compony A does not hove a reloted
licenss submitfing fo customs af the time of
importation  Therefore, it should be
considerad as on unouthorizad importation
of medical devices.

Comgpany A, that viclate or fail to comply
wath Section 202, 244 753 under Customs:
Act BE 2560 (2017), is liable to o fine
12,000 THB opproximately
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GENERAL DEPARTMENT OF VIETNAM
CUSTOMS

CLASSIFICATION AND

IDENTIFICATION - CASE #1

Fact of the case:

Company X opsrates. in the held of
marketing ond =aelling products reloted 1o
health and wallness|ifestyls

Haalth protection food producis constitute
a group of goods with complex ingredients
and compositions, which |eods fo
difficultias for the Company in defermiming
the HS code of the goods.

Findings:

Through post-cleoronce inspections, the
team deteced discreponcies in the
declaration of commodity codes gnd the
application of tox rates by The Company X
Sp=cifically, the company inaccurately or
incomplately  declared, inadegquately
described goods, leading to  incomect
clossificotion o  misdeclarotion  of
cammuodity codes compored to the goods’

descriphons.

Modus Operandi:
The Company X imperted health protection
food producis nomed ‘Unimagie’. The

Company A declared the Unimate preducts:

os health-supporting beouty food, reducing
the nsk of oging, with declarotion code
2106.90.72. subject to tax rate of 15%

Through inspection, review, and
clarification of the noturs, componenis,
composition, and function of the importsd
goods, it is revealed that. The noture of the
Unimate s o product with the base
ingredieni extracied from Paroguay teo
[Mate fea), in powdsr form, zuitable for

Poszt-Clegrance Audit

classification under HS cade 2101.20.90,

with an import tax sote of 30%.

Decision:

Bassed on the imvestigation resulls ond
collecied documeants;, the Direcior of the
Department
determined that the company is reguirad o
pay tite full amount of the deficient taxes
and fined 20% on ths shorifall in taxes due
to being discoverad during the inspadtion of
the cleored goods aoccording to the Tax
Management low and the Low on
Administratrve Violations.

The tofol amount of fixed foxes,
administrative wieolation fines, and late
poyment fines is over 30 billion VND

OTHER - CASE #1

Fact of the case:

Compony X is o cashew nut production
enlerprise, which produce and process
coshew nuts for exporting.

Visthnam is exempting tax on both raw and
coshew nut imports for processing and
export in condition that the imported raw
and coshew nu! must use for export
preduction (Typs E31 in Code fobls of
export and import types issued by the
Generml Department of Customs in

Decision 1357/QD-TCHQ, sffective from

June 1, 2021}

The Company X opened 8§ customs
declarations. ot a Cwstoms Branch [A
Customs Department) accarding to the typs:
of impoerting row matenals: for export
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production [type E31] to import mare than
1,000 tons of dry coshew nuts in shell
onginohng from other Afncas, with a total
value of goods of more thon 25.4 billion
VMO,

Findings:

The Compony X produced ond processed
265 tons of cashew nuts and sxported 53
tont of cashew kemels to the Unifed Siotes
and China. The remaining cashew nuts of
more than 834 tons, warth more thon 19
billion VND, The Company X arbitrarily
cansumed by selling to o numbsr of
customers inside and oufside A province
without declonng it to the Customs
autharity accerding to regulations.

Modus Operandi:

Based on the invastigahon results and
collected documents, the team determined
thot The act of arbitranly censwming
imparted  raw  maotenals  for  export
production info the domestic morket
without completing customs procedures

according to regulations of Company X is:

on act of illzgal cantumption - smuggling
of goeds inlo the Viethomess maorkst,
showing signs of smuggling as prascribed
in Articte 188, Perial Code.

Decision:

FPost Clegronce Audit Department (General
Deportment of Vistnom  Customs)
transfeirad the file of the cass above to the
Police: Investigation Agency [A Provincial
Police} to inveshgate and handle awcording
to regulations.
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Coaching Clinic
Pt.,mbm.:mn Auditee Terkait Tindak Lanjut
',’ sil Nudlit dan Sosialisasi KI'TT

Coaching Chmc Df &udl? Hesuhs On
KITE*) Company

*IMTFE {Kemitdahon Inwor Fujuon Flepor) B an ooomym of Eose of loports For Bxport Purposzs KIE b o focilty

provided for mport=d geodsong matengl fhat will be processed gssembiad or Insfalisd on oifer goods wih thaom
of being =ported and b provided «ih =empdion or =lisd from onport guhes ang @ ot subles? to VAT angd Lusury
Tox T put it bricfly, tha = ons of the govermments mEmiies: fo srpporf Indonsson exporters. Stol=holders who wah
to lmnort goods for their predoifinn and thien soport the finol prodecls overseos are tha primaone o=t aldaane far
KITE In lght of th=, KiTCs purpese B-fo hwsr exporfes grodpctmn ootz So they ore oble fo beost production

sopocly o5 o reaudt

Coaching Clinic of Audit Results iz a progrom initiated by the Directorate of Customs and
Excize Audit [DGCE) to provide feedbock and input to DGCE vertical units ond DGCE
Stokeholders on the results of customs and excize audits thot hove besn camed out pranously
with a certain theme svery year. In 2023, the thems= rmisad = The Bvalugtion of Audit Results
on Companies Receiving Import Fagilities for Export Purposes (KITE).

Fesdback on the Audit Results Report submitted at the Caaching Clinie Bvent 15 g condusion
resulting from the evoluation of the audit results:and is a summary of the analysis contoining
violotions: comnutted by companies recerving KITE foalities due-fo non-compliance 'u-rlﬂ't
applicable Customs regulations. Therefors, it is necessary to foster companias recemang KITE

fazilities o thot componies con understond Customs regulations, especiolly KITE facilities
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provided by the government to incregse company cemplionce with opplicable customs.
regulations, ond so that compomes that have never been ogudited can prepare themselves of

one day a customs audit examination is carried out.

During 2023, this Audit Rezult Coaching Clinic hos been successfully implementad three timas
in '|hTE-:E different locations. The first was held in Semarong on Thursday, May 25th, 2023, with
the presence of 78 Componies under the guidance of the Regional Office of DGCE Centrol
Jova & DIY, the second was held in Surabayo on Thursdoy, July 13rd, 2023, with the pressnce
of 77 Companiss under the guidance of the Regional Office of DGCE East Jove |, and the third
wue held in Jakarta on Wednesday, November29th, 2023 with the presance of 81 Companies
under the guidance of the Regional Office of DGCE lakarfo

The stokeholders greatly appreciated the program and they expected this activity ta become o
routinity carmed aut by the Direciorsie Gensrnl of Customs and Excize. By conduchng Ths
: Coaching Clinic, it iz hoped
that the sickeholders con
furfher improve the
understunding of Customs
regulations, =sspecially in
understonding the  Past
Clearance  Audit  businsss
process. to gvoid violofions
that aften occur 1o increogse
KiTE Company complioncs
with opplicable Customs

regulotions.
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Cusfoms Enforcement and Compliance Working Group
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