22/ 08/ 2001
Cust oms i ncreases pace of post-inport audit rounds

Habhaj an Si ngh

THE Cust onms and Exci se Departnent is increasing the pace of post-inport
audi t rounds as the Governnent hopes to offset revenue | oss froma
possi bl e corporate tax cut by increasing collection of inmport taxes.

I ndustry sources said the increased enforcenent m ght put a stopto the
practice by sone conpani es handling i nported goods that sign bl ank forns
prepared by freight forwardi ng agents.

If found guilty, directors of these conpanies can be fined up to 10
ti mes the val ue of merchandi se i nvol ved or even be inpri soned.

An increased drive in the collection of inport taxes, hence the
contribution of indirect taxes to governnment' coffers, will nmake sense in
the event of a potential corporate tax cut under 2002 Budget.

The cut fromthe present rate of 28 per cent was hinted at by Prine
M ni ster Datuk Seri Dr Mahat hir Mhanad during a pre-budget dial ogue | ast
nmont h.

"The Governnent will have to | ook at other sources to get the funding
needed for devel opnent. One source is the indirect taxes," said atax
consul tant.

Alocal auditing firmconfirnmed the exi stence of the practice of signing
bl ank forns anong directors for inported goods.

"If there is a dispute, the directors will be held Iiable, not their
agents," said Lee Lee Kim executive director of tax services at Deloitte
Kasi nChan Tax Services Sdn Bhd.

He said one area that inporters should be concerned with was the
pot enti al underdecl aration of value of inported goods.

Under the new val uati on systemeffective January 2000, inline with the
Wirl d Trade Organi sation's regul ations, inported goods sail through with
document s undi sputed at the point of entry.

However, the Custons department is enpowered to conduct post-inport
field audits to verify the docunents, includingthe amount stated for the
i mported goods.

Previ ously, Customs officials could make on-the-spot amendments to the
val uations of inmported goods as they were clearing the entry points.

Shoul d t hey deemthe val ue to be understated, the Custons officials had
t he power to increase the value through the agency uplift.

"Now, the department will accept the transaction val ue that you decl are.
Provi ded that the necessary requirenments are net, no questions will be
asked," said Lee.

The Custons Act 1967 requires conpanies to maintain inport-rel ated
docunents for a period of six years, partly to enable the authorities to
performa check on what they have decl ared. These include invoices, bills
of lading or certificates of origin.

Failure to conply with the requirenent could result in a fine of between
two and 10 ti nmes the val ue of the goods or between RMLOO, 000 and RM250, 000
where the val ue of the goods coul d not be ascertai ned.
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