Module 8 Customs

This project is funded
by the European Union

(D> i 2Z

A project implemented by
NEA and its partners STC,
TRADEMCO and Wagener &
Herbst Management
Consultants




Module 8

Customs

Contents

o
—

90 90 00 90 90 00 00 90
P p— — p— — — — —
oD WN -

0. 99
SRS

8.2.2
8.2.3

8.3

8.3.1
8.3.2
833

8.4
8.4.1

8.4.2
8.5

8.5.1
8.5.2
853
854
85.5

8.5.6

Page
General Information on the National Customs
Administration 3
OrPanISAHON uusssisesssisssmusvsvithmevinssissssissetseensassERseusns 4
National Customs teITItOTY .. ...ivimsiaisssassssisiasisnssnsesssasaisn 5
Duties and rights of the Customs administration.............. 6
Freight Forwarder acting as Customs clearing agent........ 7
Important rules affecting Customs clearance ................... 8
CUStOMS OFTBIICES xsouusiisssaoitomsins oo s Ssaniaaitay 12
Appeals in Customs Matters ..........coeeeveeeerueneereecneneenne 14
Preventing Drug Smuggling ..........ccccovvviiinininienecnnnnne 22
National Customs Tariffs 23
Structure of the Customs Tariff.........cccccoovvviiiiciinnene 23
Calculations of Customs duties .............cccceveeieneniennenne 23
COstoms Torms. ... amsmmismmmemmismss st 23
National Customs Procedures 23
Final Customs Clearance (import, eXport)...........cccccveee. 23
Temporary admission and other special types of
L e e N R 23
Simplified procedures. ..o 23
Liability of the Freight Forwarder 24
Liability of the Freight Forwarder Towards the
Customs Administration...........c.ccceeieeiceniecieniensiccseeenens 24
Liability of the Freight Forwarder Towards the
SO i —— S R ccvs Bl varevassnssnsanen 25
International Conventions 26
KYOTO Convention and the Revised Kyoto
CODVEDTION s wossnsinsusivorsinssssvesassaissviiss sveisameassvssasssosssss 26
Harmonised System (HS) and TARIC ..........cccccovvennnenne 29
GATT - General Agreement on Tariffs and Trade ........ 35
Customs preferences for goods from developing
COMMIEIRS  avvssii kv irmvs sl s s Tres SRS a R e e 39
ATA (Admission temporaire/Temporary Admission)
CAVEREION s mssmsmmrosmsemmonssssso AR SEsS sS 40

TIR Conventions — Customs Convention on the
international transport of goods under cover of TIR

Freight Forwarders Training Courses l
006



Module 8

Customs

8.6

8.6.1
8.6.2
8.6.3
8.6.4
8.6.5
8.6.6
8.6.7

8.6.8

Other Possible Duties managed by the Customs

Administration 61
VAT (Value Added Tax) and other Customs charges....61
Control of import and export consignments.................... 63

Import Licences and Specific Case for certain Types of
Dangerous Goods (ADR/IMDG code, class 1 and 7).....64
Prevention and Fight against Trafficking of Firearms,

Explosives and Radio-active Substances................c..c..... 66
Vieterinarian Contol. .. s asisavisminsiisaistssin 66
Live plant control (phytosanitary control)...................... 67
Intellectual Property, Counterfeit, Artifacts, Boycott
I DI 68
Interaction and Cooperation of the Customs Authorities
with Other State Bodies.........ccccoevviiiiininincienciiienns 69

Freight Forwarders Training Courses 2
ber 2006



Module 8 Customs

8.1 General Information on the National Customs
Administration

Learning objectives
The student must understand the role of the Customs with its economic and fiscal
mission in a trade facilitation driven world economy development.

It must be clear that the level of modernisation of Customs will determine
the conditions of its efficiency and effectiveness. This will promote the
competitiveness of local enterprises and will attract foreign investments.

Nowadays, trade facilitation consists of activities dedicated to improving the
ability of business, trade and administrative organizations to exchange
products and relevant services effectively for lower transactional costs. It is
clear from this definition that the simplification and harmonization of
Customs procedures is an important part of this much broader aim. In that
sense, Customs play a major role. Customs is a mandatory element in the
movement of goods across borders. The administrative border crossing
procedures influence and determine the role, the environment and the
capability of national industry to participate in international trade and to
contribute to the national economy.

Political decision-makers, who want to introduce modern trading practices,

make it essential for administrations to provide simple, predictable,

transparent and efficient Customs procedures for the clearance of goods and
the movement of people.

Keeping in mind that the economic competitiveness of any country in the

world depends, nowadays, mainly on the attractiveness of trade development

and foreign investment, it must be clear for each and every Customs official

and anyone participating in foreign trade that the new role of Customs in a

modern economy is linked to:

. The protection of society through the prevention of imports of
prohibited and restricted items (i.e. illegal drugs, firearms, nuclear
materials, pornography, protected species, wildlife, etc.)

. The collection of taxes and duties. Taxes such as Value Added Tax
and import and excise duties. They may also include special levies on
certain products and “anti-dumping” duties. Import duties are imposed
not only to protect national and local manufacturers, but also as a
source of revenue for the country.
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o The facilitation of trade by providing a range of procedures designed
to ensure compliance, but at the same time minimising work the trader
(importer/exporter) has to do.

° Collection of trade and transport statistics.

8.1.1 Organisation

Learning objectives
The student should understand role of the Customs as authority for improvement of
economic policy. The student should be aware of main Customs policies.

The Customs administration is an effective tool of economic policy. The
state authorities implement Customs policy to protect economical interests of
the country. With different Customs tariffs the state stimulates the
development of some important industries. The custom tariffs are Customs
rates systematized in groups according to the Harmonized System
Convention of the World Customs Organisation. The Customs tariffs are
defined by national governments.

There are two main tools of the Customs state policy:

Protectionism is the economic policy of restraining trade between countries,
through methods such as high Customs tariffs on imported goods, in an
attempt to protect industries in a particular locale from competition.

Free trade is an economic policy supporting increases in the unhindered
flow of goods and services between countries.

Authorities are responsible for the practical steps of the Customs policy
Customs. Customs is an authority in a country responsible for collecting
Customs duties and for controlling the flow of people, animals and goods
(including personal effects and hazardous items) in and out of the country.
The Customs administration organisation structure may depend on a
technical minister (Ministry of Finance, Ministry of Budget Resources) or on
the President of the country or simply be considered as an administrative
service. In most of the European countries, the Customs administration
belongs to the Ministry of Budget or Finances. The organisation of the
Customs administration gives an idea of the political role it may play in the
said country.

In most of the Customs administrations in the world, the organizational
structure relies upon a central agency composed of functional divisions,
usually dedicated to the management and the strategy of the Customs
business on the whole territory. Regional Customs houses have the
responsibility for the Customs business management in administrative
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regions through the activity of Customs border crossing offices and inland
clearance posts. Mobile squads may be attached to such regional Customs
houses to cover risks of contraband on by-roads.

Test Questions (8.1.1.):

Please decide whether the following are right/wrong:

a. The Customs tariffs are defined by the World Customs Organisation.
(wrong)

b. Protectionism is an economic policy supporting increases in the
unhindered flow of goods and services between countries. (wrong)

c. Regional Customs houses have the responsibility for the Customs
business management in administrative regions through the activity of
Customs border crossing offices and inland clearance posts. (right)

8.1.2 National Customs territory

Learning objectives
The student should be aware of Customs territory of a country.

The Customs territory of a country or a regional trade zone like a Customs
union or a free Trade area, includes the territorial waters, the inland maritime
waters and the airspace of the Member States. Divergences on the
delimitation of the national Customs territory borders exist in many
transitional, emerging or developing countries are roots of conflicts and
territorial disputes. The definition of the Customs territory must be stated in
the Customs code or the Customs regulation acts as basis of Customs rights
and duties application.

Test Questions (8.1.2.):

Please decide whether the following are right/wrong:

a. The territorial waters are a part of the Customs territory of a country.
(right)

b. The air space is not a part of the Customs territory of a country. (wrong)
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8.1.3 Duties and rights of the Customs administration

Learning objectives

The student should be aware of the responsibility of Customs to build a stable and
comprehensive legal system which ensures the uniform application of the Customs
legislation designed to strengthen the powers and penalties available to Customs
officers, and which sets out in a transparent way the obligations and rights of
Customs officers, economic operators, and the public.

The Customs legislation is usually defined and elaborated in a Customs code
or in a series of legal acts related to the organisation and procedures of
Customs.

Powers and rights of the Customs officers are defined in the legislation and
include the right to control, examine, investigate:

° documents,

. commercial Cargo,
. Passengers and their personnel staff,
. Vehicles and means of transport.

According to the national legislation controls can occur in the whole
Customs territory or in specific areas of the borderline. Control may occur at
the border points but if the legislation enables it in the company premises.
The control can be immediate or deferred.

In the scope of the powers of the Customs officers, the Customs legislation
provides the powers of questioning, examination, arrest, seizure and search
with respect to persons, goods (including goods in free circulation), means of
transport, documents and commercial records, including those held on
computer. Also, conditions under which Customs officers’ powers are to be
used are usually clearly drafted in the Customs legislation and its provisions
of application. It is important that the Customs powers recognise the
absolute importance of human rights, respect democratic principles, and
obey the decisions of the European Court of Human Rights. In a trend of
Customs modernisation in a context of trade facilitation as followed by most
of the countries of the world, the Customs powers are constantly
recommended to reflect the guidelines published by the World Customs
Organisation. In order to balance with the rights and powers of the Customs
officers, the National Customs legislation contains sanctions against abuse of
powers. The Customs legislation can be supported in that sense by a code of
ethics or a code of conduct for the Customs officers dedicated to develop a
Customs service which ensures that all staff observe the rules of law and
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perform their duties in a fair, impartial, honest, trustworthy, polite and
professional manner.

Test questions (8.1.3.):

Please decide whether the following are right/wrong:

a. The Customs legislation is usually defined and elaborated in a Customs
code. (right)

b. Rights of the Customs officers include the right to control, to examine,
to investigate. (right)

8.1.4 Freight Forwarder acting as Customs clearing agent

Learning objectives

The student should understand the role of the Freight forwarders as
professionals of international trade practices The student should be aware of
differences in liability of Customs agent and of Customs broker.

Freight forwarders act more and more as clearing agent or Customs brokers
in order mainly to offer a comprehensive and wider scope of services
including the logistics facilities (warehouses), the means of transport with
drivers, the Customs processing, handling of the cargo freight and
transhipment.

The term “Customs Broker” is used in a very broad context in the
TRACECA region, e.g. the Customs Code of the Republic of Armenia refers
to “Customs Agent (Broker)”, other countries use the term “Declarant”,
Kazakhstan, Ukraine and Turkey are already members of an International
Association of Customs Brokers. It is therefore unclear, from the limited
amount of legislation that has been reviewed so far, whether there is a unity
of understanding in the differences between a straightforward “Declarant™ or
“Customs Agent” and a “Customs Broker”. Therefore, the following broad
definitions are proposed:

Declarant/Customs Agent is an officially approved (by Customs) body that
acts as the intermediary between the client and Customs. In other words, the
declarant/Customs agent completes all the necessary documentation (SAD,
etc.) for submission to Customs.

He bears no liability for any potential Customs debt.

Customs broker is an officially approved (by Customs) body that represents
the interests of the holder of the goods to all authorities connected to the
movement of the goods across the Customs border and that accepts full
liability for the potential Customs debt on behalf of the holder of the goods
(client). The Customs broker will hold a General Guarantee as security
(collateral) for any Customs charges payable.
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The very basic but crucial difference is in the acceptance of the liability and
it is important that all parties concerned in the proposed establishment of a
Customs Broker Institute (Association) should be unified in their
understanding and terminology. Henceforth all references in this document
to “Brokers” shall be deemed to include the broad variety of entities referred
to above.

Test Questions (8.1.4.):

Please decide whether the following are right/wrong:

a. The Customs agent completes all the necessary documentation for
submission to Customs. (right)

b. The Customs agent bears liability for potential Customs debt. (wrong)
The Customs broker represents the interests of the holder of the goods to
all authorities connected to the movement of the goods across the
Customs border. (right)

d. The Customs broker bears full liability for potential Customs debt.

(right)

8.1.5 Important rules affecting Customs clearance

Learning objective
The student should be aware of the main sources of law regulating Customs
clearance.

The goods are then assigned to a legal and specific expected use which is the
Customs regime. The Customs regime is regulated by:
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Important rules affecting customs clearing

| Main Sources of Rules ] | Additional Sources l
|

International National International Law

Conventions Law Customs Principles

—

| Resolutions of
I International Judgments
Organisations

- General Agreement of Tariffs - Constitution
and Trade (GATT) - Clitbins Code

- Convention on International e

Trade in Endangered Species ~CiviCade
of Wild Fauna and Flora - other national laws
(CITES)

For definition of main terms please read the following:

Clearance/entry/release for home use or consumption

Implies the liquidation and the payment of the due customs duties and taxes
related to the concerned imported goods as well as the compliance to the
commercial regulation.

Temporary admission

The procedure of temporary admission allows under certain conditions to
import with full or partial relief from customs duties and taxes non
community goods with a view to using them temporarily for various
purposes: display in fairs or exhibitions performance of works, trials, and
commercial samples. At the end of the stay authorized according to the use
allowed such goods must be reexported in the unaltered state.

Entrepot / warehouse

The customs warehousing arrangements allows to store under duty
suspension noncommunity goods liable to customs duties and taxes
irrespective of their nature their quality and their origin.

Processing under customs control

It is a system of import duty relief for goods imported or transferred from
another customs regime for processing into products on which less or no
duty is payable.
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Outward processing

This procedure allows the temporary exportation of community goods in
order to arrange for them to be worked, assembled, or processed, repaired in
a third country then the re-importation of the compensating products
resulting from such operations with total or partial relief from customs duties
and taxes.

Inward processing
This procedure allows to temporarily import non community goods to
process, work, repair, or incorporate, them into the manufacturing of other
products then to re-export the compensating products obtained (finished
products), without such products being liable to duties or taxes and
commercial policy measures to imported goods.
2 possibilities:
* Imported goods are exempted or in suspension of any duties and
taxes on import and are processed in a bonded warehouse.
= Imported goods are liable to duties and taxes which are eventually
reclaimed at export (drawback method).

The local clearance procedure

Under the local clearance procedure goods may be removed before the

customs declaration is presented to customs. However before you remove or

use the goods you must:

* Notify the local control office in accordance with the procedure
specified in your authorisation

« Make an appropriate entry in the records, this entry is accepted
as the initial declaration for removal of goods

e Wait an agreed period of time before releasing the goods the time
period is specified in the prior authorisation

e Need to provide details of removals for each calendar month on a
supplementary declaration

The Local export control

It is a system under which traders with frequent and regular exports can be
approved to clear their goods for export at their own premises without the
normal pre shipment documentation. Traders must give prior notice of
export and present export declaration for the goods within a legal period of
time.

Freight Forwarders Training Courses l 0
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The simplified clearance procedure

This procedure permits approved exporters and their agents to declare goods
for export before shipment by means of pre shipment advices (using
commercial documents, SAD,...) and to submit full statistical declaration
after shipment Then, the calculation of duties and taxes may be elaborated
by application of the customs tariff in its integrated version including the
conditions related to the foreign trade restriction and promotion policies. The
liquidation is the point of which the customs service determines the rate of
duty and its final amount.The liquidation gives rise to the customs debt,
which means the obligation on an importer to pay the amount of the import
duties, which apply to goods liable to such duties. The customs debt is
established and must be paid according to the mechanism elaborated by the
legislation.

The Customs concept is based on the application and determination of the

trilogy elements of:

Customs nomenclature

Customs origin

Customs value

Classifying is how an
operator or its clearing
agent select the right 'class’
or commodity code for
your goods in accordance
with the Common Customs
Tariff

Rules of origin are used:

. to implement
measures and
instruments of
commercial policy
such as anti-dumping
duties and safeguard
measures;

. to determine whether
imported products
shall receive most-
favoured-nation
(MFN) treatment or
preferential
treatment;

= for the purpose of
trade statistics;

. for the application of
labelling and
marking
requirements; and-
for government
procurement

is a Customs procedure
applied to determine the
Customs value of
imported goods. The
Customs valuation is an
essential element of
modern tariffs systems
since it is not only a
condition of the
assessment of Customs
duties but also of the
collection of import duties
and other charges as well
as antidumping duties.

Test Questions (8.1.5.):

Please decide whether the following is right/wrong:

a. The Customs clearing is regulated by the General Agreement of Tariffs
and Trade (GATT). (right)
b. The Customs clearing is regulated by FIATA Conventions. (wrong)

Freight Forwarders Training Courses
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c. Customs nomenclature is used to determine whether imported products
shall receive most-favoured-nation treatment or preferential treatment.
(wrong)

d. Customs valuation is a Customs procedure applied to determine the
Customs value of imported goods. (right)

e. Rules of origin are used to implement measures and instruments of
commercial policy such as anti-dumping duties and safeguard measures.
(right)

8.1.6 Customs offences

Learning objectives
The student should be aware of main Customs offences.

One of the tasks of the Customs authorities is to investigate and establish any
breach or attempted breach of the statutory or regulatory provisions which
they are responsible for enforcing. Primary duties of the Customs services
include the assessment and collection of all duties, taxes, any fees on
imposed merchandise, and the enforcement of customers and the related
laws, and in the administration of certain transport and health laws and
treaties. As a major enforcement organisation, the Customs combat
smuggling and frauds on the revenue and enforces the regulations of
numerous other government agencies at the border crossing points and
within the custom’s territory. In view of the global growth in trade and with
the perspective and knowledge of the past and latest Customs practices, there
is the possibility of increasing commercial fraud and other Customs
offences, which are prejudicial to the economic, fiscal and commercial
interests of the countries and should be treated in prevention of commercial
fraud and other Customs offences, in co-operation with other relevant
authorities.

In that sense, it is considered more and more important to increase the
effectiveness of control through exchanging information on the latest
measures and techniques to prevent illicit trade and commercial fraud and
other Customs offences. Constantly affirmation and reaffirmation is needed
to stress the increasingly important role of Customs authorities in this
sphere. In particular the need to strengthen co-operation among the Customs
authorities in order to successfully detect and identify Customs offences in
order to apply the appropriate sanctions as given by the Customs code or the
Customs regulation acts or also the administrative/ criminal codes in force
the country are important. Following the detection of offences, the Customs
legislation defines a system of Customs penalties, which should reflect the
concept of “proportionality” between the offence and the sanction meaning
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that offence and penalty banding is in place. It is essential that a system for
delegation of offence procedures to regional and local offices is in place and
that it is developed with a monitoring procedure or internal audit
mechanism. Indeed, the system for dealing with arrested persons that
respects human rights and democratic principles and an appeals procedure,
with time limits, is crucial when established and made public. Eventually,
with a concern of transparency a system for seizure, restoration and disposal
of seized goods must be established.

Main Customs offences:

Smuggling Illegal transport of goods across a border without
payment of Customs duties and taxes to a place
where they are not allowed to be.

Use of falsified documents | Using document that have been obtained
illegally or that have unauthentic information
about goods.

Deviation of Customs If a person does not want to and does not pay
duties Customs duties and other taxes for imported
goods.

All Customs offences have criminal consequences.

Test Questions:
Please Indicate correct answer

Term Description

Smuggling Illegal transport of goods across a border without
payment of Customs duties and taxes to a place
where they are not allowed to be.

Use of falsified documents | Using document that have been obtained
illegally or that have unauthentic information

about goods.
Deviation of Customs If a person does not want to and does not pay
duties Customs duties and other taxes for imported
goods.
Freight Forwarders Training Courses 13
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8.1.7 Appeals in Customs matters

Learning objective
The student should be aware of main possibilities to appeal in Customs matters.

Where a person considers himself/herself to have been directly affected by a
decision or omission of Customs, it is important to allow that person to
obtain, upon request, an explanation of the reasons for that decision or
omission, and to offer him/her the right to appeal to a competent authority.
The purpose of this right of appeal is to protect individuals against decisions
or omissions of Customs, which may not comply fully with the laws and
regulations that Customs are responsible for administering and enforcing. In
addition, the review conducted by the competent authority and the verdicts
of that review can be a suitable means of ensuring uniform application of the
laws and regulations.
The provisions of Chapter 10 of the General Annex to the revised Kyoto
Convention cover appeals in all matters relating to the laws and regulations
which Customs are responsible for administering and enforcing, including in
particular matters of tariff classification, origin and Customs valuation, as
well as appeals against provisions of a general character. They do not,
however, embrace appeals in penal matters, or appeals against opinions
expressed by the Customs authorities, which are not binding in effect.

The introduction of a Customs appeals system must be based on the

following principles:

. existence of legal provisions providing for the right of appeal;

. right of any person directly affected by a decision or omission of
Customs to lodge an appeal, or refrain from doing so;

. establishment of a multi-stage appeals procedure, i.e., an initial appeal
to the Customs authority, a further appeal to an authority independent
of the Customs administration, and in the final instance, the right to
appeal to a judicial authority;

. definition of the form and grounds of the appeal, including in
particular the obligation to lodge an appeal in writing and state the
grounds on which it is made, and the fixing of a time limit which
allows the appellant sufficient time to study the contested decision and
prepare the appeal;

. notification to the appellant, in writing, of the ruling and of his/her
right to lodge any further appeal;

. implementation of the final ruling handed down by Customs, the
independent authority or the judicial authority.
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Consequently, the establishment of a right of appeal will enable Customs to
deal with all Customs matters in a transparent and fair manner. In addition,
the possibility of an independent.

For more information about right of appeal against Customs authorities
please read the following:

Freight Forwarders Training Courses 1 5
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UNCTAD Trust Fund for Trade Facilitation Negotiations
Technical Note No.10

Right of Appeal against Customs and other Agency

Rulings and Decisions

The measure in the WTO context

Paragraph 3(b) of Article X of GATT 1994 (Publication and Administration of Fade
Regulations) requires the Contracting Parties to “maintain or institute as soon as
practicable, judicial, arbitral or administrative tribunals or procedures for the purpose,
inter alia, of the prompt review and correction of administrative action relating to

It further requires certain guarantees with respect to the independence of these tribunals
or procedures. In particular, the provision states: “Such tribunals or procedures shall be
independent of the agencies entrusted with administrative enforcement and their
decisions shall be implemented by and govem the practice of such agencies, unless an
appeal 1s lodged with a court or tribunal of superior jurisdiction within the time
prescribed for appeals to be lodged by importers: Provided that the central
admunistration of such agency may take steps to obtain a review of the matter in another
proceeding if there is a good cause to believe that the decision is inconsistent with
established principles of law or the actual facts."

Background

The possibility of appeal or judicial review i1s fundamental for the effective safeguard
and protection of nghts of individuals in any legal system. Judicial review of
admunistrative acts 1s usually available in constitutional democracies as part of the rule
of law, which applies to both citizens and government officials.

Customs and other agencies normally take admunistrative action 1in the form of rulings
related to import, export and transit of goods. It is crucial for affected traders to be able
to take recourse to an independent appeals system for review and, where appropriate,
correction of admmustrative action, as well as for potential compensatory claims.

Both the nght to appeal and the relevant procedures to be followed are a matter of
natiomal law. Many countries already have systems in place to ensure a right of appeal
against Customs decisions. (For examples, see WCO Compendium of Integrity Best
Practices, May 2005, Chapter 3.) Others, mainly developing countries and LDCs, will
have to develop or adjust any such systems in order to better meet international
standards.

An OECD document entitled: Transparency and Simplification Approaches to Border
Procedures: Reflections on the implementation of GATT Article X - related proposals in
selected countries (TD/TC/WP(2002)36), provides useful information and examples on
national appeal mechanisms and procedures, based on information provided by 38
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countries. In general, national legal frameworks provide for administrative, judicial or
arbitral review and appeal mechanisms and procedures in respect of admunistrative
actions. The general procedures to be followed in this context are often included in
separate pieces of legislation, but this may vary depending on the policy area concemed.
Detailed procedural rules for each distinct policy area are often found in specialist
legislation. Appeal mechanisms are generally available and accessible without any
formal distinction on the basis of nationality. The appeals process typically consists of
two stages: an adnmmistrative stage, followed by a judicial stage.

The administrative stage usually entails recourse to the superior authority within the
same admimstration such as the Mimstry of Finance or Mimstry of Trade, or to an
authority supervising that administration such as e.g. the Commussioner for Customs.
The judicial stage may mvolve recourse to a general administrative tribunal or to a
judicial body specifically set in the respective policy area, such as a tax tnbunal, a fiscal
court, or an intermtional trade court. The administrative stage is often a prerequusite for
the applicant to be able to avail himself of judicial means later, but some countries' laws
do not envisage a judicial stage of appeal. In these cases, any decisions of the
responsible minister or other controlling institutions are final and not subject to further
appeal.

Some countries provide for a mediation option through an Ombudsman as an
intermediate albeit not mandatory step between the administrative and the judicial stage.
This option may reduce the potential for bureaucratic delays in processing requests for
relief. The relevant timeframes for administrative appeal procedures are usually quite
long, and may prove unsatisfactory in customs and border matters, characterised by
their hughly technical nature and by their urgency. For this reason, several countnes
include specific provisions for appeals in these matters in their Customs or Taniff
legislati

provements proposed at WTO

Based on the prninciples and modalities contained in Annex D of the July Package.
detailed proposals have been submutted to clanfy and improve paragraph 3(b) of Article
X's provisions relating to review and appeal procedures (see communications
TN/TF/W/6 and TN/TF/W/8). They reiterate the importance of establishing an appeals
system and introduce several new elements, such as:

¢ For imports, exports and goods in transit there should be an obligation to provide
for a non-discimunatory legal nght of appeal.
This goes beyond the existing provision, which obliges Members only to
mamtain and institute tnbunals and procedures for review and correction of
admunistrative action, independent of enforcement agencies. This proposal, if
adopted, would bind WTO Members to provide for a legal right of appeal mn
their national legislation, thus avoiding any uncertamty.
¢ There should be a legal nght of appeal, mitially within the same agency or body
and subsequently to a separate judicial or adminstrative body.

This seeks to ensure that i all cases, there should be the possibility of appeal
to a separate judicial or admimistrative body, different from that rendenng the
mitial decision. This may include the possibility, available in many countries,
of appealing directly to an independent judicial authonty for decisions taken
by local Customs offices.

LS
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¢ A standard ume should be set for resolution of munor appeals at admimstrative
level

This would help avoid unnecessary delays and increase the efficiency of
appeal procedures in some mnstances. However, 1t may need to be defined
further.

¢ Companies should have the nght to be represented at all stages of appeal
procedures by an agent or legal representative.
This would help save company time and resources, especially for SMEs.

e Appeal procedures should be: easily accessible, including to SMEs; published,
mncluding standard times and conditions for appeal, and applicable on a2 non
discnminatory basis.

¢ Their costs should be reasonable and commensurate with costs in providing for
appeals.

¢ Easy and non-discnminatory access to appeal mformation should be ensured
through an officially designated medium; enquiry points or trade desks: or on-line
if possible.

¢ Conceming the night of appeal. proposals call for the establishment of a complaints
desk: the development of legal and admunistrative appeal systems for lodging
objections; and publication of major judicial and admunistrative decisions against
lodged appeals.

Benefits and costs
Benefits

Paragraph 3(b) of Article X of GATT 1994 seeks to ensure the availability of a
mechamism for "review and correction of admunistrative action relating to customs
matters.” Proposals for clanfication of the provision, which are directed at establishing a
legal nght of appeal against Customs and other agency rulings, would contribute to its
effective implementation. The proposed measures may also lead to improved decision
making processes within the respective agencies and a more uniform and predictable
application of relevant rules and regulations. The result would be more efficient, fair
and transparent customs and border procedures, thus furthering the objective of
Article X Implementation of the proposal to ensure that appeals procedures and major
decisions of appeal bodies are published in a form easily accessible to traders would
help increase transparency and, in the longer term, may help encourage increased cross-
border trading.

A multstage appeal process would provide for the possibility of appeal to an
administrative authornity in the first instance, followed by independent judicial review as
a further means of recourse. Admimstrative appeal procedures provide a faster and
potentially cheaper altemative for the resolution of disputes than judicial appeals
procedures. At the same time, the availability of judicial review by a body mndependent
from the agency that made the mitial ruling ensures a greater degree of impartiality and
helps increase the confidence of traders in the appeal process. The possibility of
appealing directly to an independent judicial authority against decisions taken by local
Customs offices, without necessarily going through higher levels of the Customs
adnumistration, may also expedite the resolution of disputed matters.
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Developing countries, particularly LDCs may lack resources to take the steps needed for
the implementation of the proposed measures and may require techmcal assistance.
Their needs relate not only to the establishment of the necessary appeal bodies and the
traming of staff, but also to mmprovements to the national legal and regulatory
framework in respect of appeal procedures. Costs may anse in particular in respect of
the following:

¢ Development of local adnumstrative and mnstitutional capacities and infrastructure;

¢ Establishing procedures for the resolution of disputes between administrations and
private entities;

¢ Adoption, where necessary, of the required national legal and regulatory
framework to make the appeal system workable. This includes elimination of
ambiguities and loopholes i any existing frameworks:;

e Settmg up, where necessary, of key decision-making bodies, such as courts and
tnbunals;

¢ Ensuning that these bodies have sufficient human and technical resources for the
exercise of their functions;

¢ Development of technical capacities and resources for publishing appeals

¢ Personnel traming.

Local capacity to implement the measure

Political will and commitment 1s essential for ensuring effective implementation of a
nght of appeal

Measures related to the right of appeal could be implemented gradually. The special and
differential treatment mechanism could be applicable, especially for LDCs. These
countries would be given some time to implement the measure at their own pace,
according to their specific needs and capacities. Such needs and capacities, in terms of
both human resource and technology, would first need to be assessed by developing
countries themselves, and then complemented by institutions active in providing
technical and financial support in trade and customs area in a given country. Given the
specific technical character of the proposals related to the nght of appeal. this
assessment could also be supported by other institutions previously or currently
mvolved mn technical assistance and capacity building in the judicial sector of that
country.

Relation to other trade facilitation measures

Proposals on the right of appeal are closely related to other measures aimed at securing
impartial, effective and transparent admunistration of trade regulatiors. These include
measures related to the release of goods in the event of appeal, uniform administration
of trade regulations, and maintenance of integrity among customs and other agency
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officials. It 1s also related to other Article X measures on publication of trade
regulations in general

It 1s worth mentioning that as regards appeals agamnst Customs rulings, most of the
elements contained in the recent WTO proposals, are already addressed by Chapter 10
of the General Annex of the WCO International Convention on the Simplification and
Harmonization of Customs Procedures (as amended), (Revised Kyoto Convention),
1999 These elements stem from the two general principles reflected in this Convention,
namely that

e all Customs matters must be treated 1n a transparent and fair manner; and

¢ all persons who deal with Customs must be afforded the opportunity to lodge an
appeal on any matter.

Chapter 10 outlines a number of standards concerning (a) the night of appeal. (b) form
and grounds of appeal, and (c) consideration of appeal, for Customs matters. Each
standard 1s accompanied by detailed explanatory gudelmes.

The Revised Kyoto Convention will come into force in February 2006. However, the

standards and requirements outlined in it could serve as a guide for countries. For ease
of reference, the relevant standards concerning the nght of appeal are set out below.

Standards set out in Chapter 10 of the General Annex of the WCO
Revised Kyoto Convention (1999)

A. Right of Appeal

1. National legislation shall provide for a nght of appeal i Customs matters.

2. Any person who is directly affected by a decision or omission of the Customs shall
have a night to appeal.

3. The person directly affected by a decision or omission of the Customs shall be given,
after having made a request to the Customs, the reasons for such decision or omission
within a peniod specified in national legislation. This may or may not result in an
appeal.

4. National legislation shall provide for the nght of an mital appeal to the Customs.

5. Where an appeal to the Customs is dismissed, the appellant shall have the right of a
further appeal to an authonty mdependent of the Customs admunistration.

6. In the final instance, the appellant shall have the right of appeal to a judicial

B. Form and Grounds of Appeal

7. An appeal shall be lodged 1n writing and shall state the grounds on which it 1s being
made.

8. A ume limit shall be fixed for the lodgement of an appeal and shall be such as to
allow the appellant sufficient time to study the contested decision and to prepare an

appeal.

9. Where an appeal 1s to the Customs they shall not, as a matter of course, require that
any supporting evidence be lodged together with the appeal but shall, in appropnate
circumstances, allow a reasonable time for the lodgement of such evidence.
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C. Consideration of Appeal
10. The Customs shall give its ruling upon an appeal and written notice thereof to the
appellant as soon as possible.

11. Where an appeal to the Customs 1s dismissed, the Customs shall set out the reasons
therefore 1 writing and shall advise the appellant of his right to lodge any further
appeal with an administrative or independent authonty and of any time limit for the
lodgement of such appeal.

12. Where an appeal is allowed, the Customs shall put their decision or the ruling of the
independent or judicial authority into effect as soon as possible, except in cases where

the Customs appeal against the ruling.

References and tools available
World Customs Organization

www.wecoomd org
WCO Compendium of Integnity Best Practices, May 2005

International Convention on the Simplification and Harmonization of Customs Procedures (as
amended), (Revised Kyoto Convention) 1999

OECD

www.oecd org

Transparency and Simplification Approaches to Border Procedures: Reflections on the
implementation of GATT Article X - related proposals in selected countries TD/TC/WP
(2002) 36
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Test Questions (8.1.7.):

Please decide whether the following are right/wrong:

a. The right of appeal is regulated by the Kyoto Convention. (right)

b. The purpose of this right of appeal is to protect individuals against
decisions or omissions of Customs. (right)

8.1.8 Preventing Drug Smuggling

Learning objectives

The student should be aware of the international dimension of drug-trafficking, the
main resources and techniques to deal with this trans-national crime, of co-operation
between Customs, Police and prosecuting authorities, in the fight against drug-
trafficking.

The Customs fight against the drugs trafficking and smuggling as well as
arms, explosives and illegal immigration. They contribute to the protection
of the environment and notably control the cross-border shipments by
recognizing that the illicit trafficking of drugs, precursors, psychotropic
substances and other types of fraud represents a grave and growing threat to
public health and the prosperity of societies.

With the globalization of economies it becomes essential that Customs
authorities and political decision makers be conscious of the fact that the
activities of drug traffickers include, in particular, international movements
of illicit narcotic drugs and psychotropic substances and money laundering
involving organized crime and that international terrorism is financing itself
through drug smuggling and other forms of organized crime.

The urgent requirement of emphasizing the economic and commercial
importance of the Trade Routes itineraries and the need to facilitate the
smooth flow of licit trade along this strategic road and rail artery linking
regions and continents, make more pressing that it is the duty of Customs
administrations to strike the right balance between facilitation and control
while protecting society. In that context it is necessary to consider the
obligations arising from international treaties concerning international drug
enforcement, as well as the agreements, resolutions, declarations and
Memoranda of Understanding applicable to each participating body as
appropriate since the fight against drug trafficking and money laundering is
of vital importance and that purely national measures will have only a
limited effect given the global nature of this scourge.
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Test Questions (8.1.8.):

Please decide whether the following are right/wrong:

a. The Customs protect society from trafficking of drugs. (right)

b. The illicit trafficking of drugs, precursors, psychotropic substances and
other types of fraud represents a grave and growing threat to public
health and the prosperity of societies. (right)

8.2 National Customs Tariffs

For NATIONAL Freight Forwarder Associations:
Please insert information about the Customs tariffs in your country in
following order:

8.2.1 Structure of the Customs Tariff
8.2.2 Calculations of Customs duties
8.2.3 Customs forms

8.3 National Customs Procedures

For NATIONAL Freight Forwarder Associations:
Please insert information about the Customs procedures in your country in
following order:

8.3.1 Final Customs Clearance (import, export)
8.3.2 Temporary admission and other special types of clearance
8.3.3 Simplified procedures
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8.4 Liability of the Freight Forwarder

Learning objectives
The student should be aware of the main liabilities of the freight forwarder as an
agent of the customer and as his representative by Customs.

8.4.1 Liability of the Freight Forwarder Towards the Customs
Administration

Learning objectives
The student should be aware of the main liabilities of freight forwarder as Customs
representative towards the Customs authorities.

The freight forwarder traditionally acts as an agent who arranges the
shipment of goods belonging to his client/the shipper. The freight forwarder,
as agent, typically arranges the transportation, pays freight charges,
insurance, packing, Customs duties, etc., and then charges a fee, usually a
percentage of the total expenses. All the costs are (or should be) disclosed to
the client.
The freight forwarder, as agent, may appoint a representative in his dealings
with the Customs authorities to perform the acts and formalities laid down in
the Customs rules. The freight forwarder can act as a fiscal representative, as
provided for under VAT and excise provisions in force.
Such freight forwarder as Customs representation may be:

- direct, in which case the freight forwarder shall act in the name of

and on behalf of another person, or
- indirect, in which case the freight forwarder shall act in his own
name but on behalf of another person.

The freight forwarder as Customs representative must state that he is acting
on behalf of the person represented, specify whether the Customs
representation is direct or indirect and be empowered to act as a
representative.
Goods brought into the Customs territory shall be conveyed by the freight
forwarder without delay, by the route specified by the Customs authorities
and in accordance with their instructions to the Customs office designated by
the Customs authorities or to a free zone, if the goods are to be brought
directly into that free zone. The freight forwarder shall present the goods at
Customs authorities. The freight forwarder shall supply all the information
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required by Customs authorities in order for them to be able to take a
decision relating to the application of the Customs rules.

Test Questions (8.4.1.):

Please decide whether the following are right/wrong:

a. The freight forwarder cannot act as a fiscal representative, as provided
for under VAT and excise provisions in force. (wrong)

b. Direct Customs representation is the case, if the freight forwarder shall
act in the name of and on behalf of another person. (right)

c. indirect Customs representation is the case, if the freight forwarder shall
act in his own name but on behalf of another person. (right)

d. The freight forwarder is not liable to bring the goods to the Customs
authorities. (wrong)

8.4.2 Liability of the Freight Forwarder Towards the Customer

Learning objectives
The student should be aware of the main liabilities of freight forwarder as Customs
representative towards the customer.

The freight forwarder as a Customs representative shall follow strictly the
customer’s instructions relating to the Customs clearance. In case it cannot
be performed in accordance with the customer’s instructions, then it is
necessary to inform the customer thereof immediately. In such a case the
freight forwarder is not responsible for the delay.

All monies due shall be paid without any reduction or deferment on account
of any claim, counter-claim or set-off.

The freight forwarder shall have a general lien on the goods and any
documents relating thereto for any amount due at any time to the freight
forwarder from the customer including storage fees and the cost of
recovering same, and may enforce such lien in any reasonable manner which
he may think fit.

The customer shall be deemed to have guaranteed to the freight forwarder
the accuracy, at the time the goods were taken in charge by the freight
forwarder, of all particulars relating to the general nature of the goods, their
marks, number, weight, volume and quantity and, if applicable, to the
dangerous character of the goods, as furnished by him or on his behalf.

Test Questions (8.4.2.):

Please decide whether the following are right/wrong:

a. The freight forwarder as a Customs representative shall follow strictly
the customers instruction relating to the Customs clearance. (right)
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b. The freight forwarder must not follow the customers instructions.
(wrong)

8.5 International Conventions

Learning objectives
The student should be aware of the main international conventions for Customs.

8.5.1 KYOTO Convention and the Revised Kyoto Convention

Learning objectives
The student should be aware of the content of the Kyoto Convention.

The International Convention on the Simplification and Harmonization of
Customs procedures (Kyoto Convention) entered into force in 1974 and was
revised and updated to ensure that it meets the current demands of
governments and international trade. The Convention has been adopted by a
large number of countries, even if at different times, and hence it constitutes
an important reference point for many issues such as transactions between
different countries, storage of goods, determination of the origin of a
product, etc.

Countries that have accepted the Kyoto Convention

Algeria 12 January 1977
Australia 03 March 1975
Austria 25 September 1974
Belgium 20 January 1976
Botswana 05 October 1993
Bulgaria 20 July 1982
Burundi 25 September 1974
Cameroon 2 April 1977
Canada 25 September 1974
Czechoslovakia 18 March 1991
China 18 March 1991

Cote d'Ivoire

02 September 1988

Cyprus 25 January 1977
Denmark 28 September 1974
Finland 23 February 1978
France 28 September 1974
Gambia 25 September 1974
Germany 25 September 1974
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Greece
Hungary
India

Ireland

Israel

Italy

Japan

Kenya

Korea (Rep. of)
Lesotho
Luxembourg
Malaysia
Morocco
Netherlands
New Zealand
Nigeria
Norway
Pakistan
Poland
Portugal
Rwanda
Saudi Arabia
Senegal
Slovenia
South Africa
Spain

Sri Lanka
Sweden
Switzerland
Uganda
United Kingdom
United States
Yugoslavia
Zaire
Zambia
Zimbabwe
EEC

15 October 1988
18 March 1982

18 January 1977
27 September 1974
30 June 1977

28 September 1974
10 September 1976
01 December 1983
15 October 1983
14 August 1982

28 September 1974
08 September 1983
02 September 1987
08 September 1977
20 November 1975
06 October 1976
05 November 1975
09 April 1981

11 May 1980

02 May 1982

22 July 1981

18 June 1985

18 August 1983

23 February 1993
19 August 1981

04 March 1980

19 March 1984

30 November 1976
13 July 1977

11 October 1989
11 October 1989
28 January 1984
12 February 1983
24 January 1978
21 August 1984

20 September 1988
26 September 1974
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Since then the growth in international cargo, developments in information
technology and a highly competitive international business environment
have created conflict with traditional Customs methods and procedures. The
World Customs Organization (WCO) has therefore revised and updated the
Kyoto Convention to ensure that it meets the current demands of
international trade. The WCO Council adopted the revised Kyoto
Convention in June 1999 as the blueprint for modern and efficient Customs
procedures in the 21st century. Once implemented widely, it will provide
international commerce with the predictability and efficiency that modern
trade requires.

The Kyoto Convention:

e standardizes international Customs laws and practices
e Simplifies Customs procedures

e Takes account business needs in Customs matters

e ensures that Customs controls have minimum impact on legitimate trade

Chief among the new governing principles of the Kyoto Convention is the
commitment by Customs administrations to provide transparency and
predictability for all those involved in aspects of international trade.

The revised Kyoto Convention promotes trade facilitation and effective
controls through its legal provisions that detail the application of simple yet
efficient procedures. The revised Convention also contains new and
obligatory rules for its application which all Contracting Parties must accept
without reservation.

The revised Kyoto Convention will enter into force three months after 40
Contracting Parties to the Kyoto Convention (1974) have signed the Protocol
of Amendment without reservation of ratification or have deposited their
instrument of ratification or accession. The total number of Contracting
Parties to the revised Kyoto Convention is 44 (as per 3 February 2006).

For a list of the annexes to the Kyoto Convention please read annexes

Kyoto.pdf.

Test Questions (8.5.1.):

Please decide whether the following are right/wrong:

a. The Kyoto Convention aims at simplifying the trade procedures. (right)

b. The Kyoto Convention aims at increasing Customs official’s staff’s
salary. (wrong)

c. The Kyoto Convention aims at securing the supply chain for security of
the global trade. (wrong)
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8.5.2 Harmonised System (HS) and TARIC

Learning objectives

The student should be aware of the Harmonised System Convention, of the
advantages of the Harmonized System, of matters of the HS Code. The student
should be aware of the EU Combined Nomenclature TARIC.

The Harmonized System (HS), regarded as the “common language of
international trade”, is the World Customs Organization’s (WCO)
international multipurpose product nomenclature used as the basis for
Customs tariffs and the collection of international trade statistics.

In concept and design, the HS serves as a basis for a variety of purposes.
These include Customs tariffs, the collection of international trade statistics,
trade policy, the application of rules of origin, the monitoring of controlled
goods, the application of quota controls, the levying of internal taxes and
freight tariffs, the collection of transport statistics, and economic research
and analysis. It consists of a comprehensive classification system in which
all commodities can be classified and identified through a six-digit HS code.
The six-digit HS code comprises the HS heading in digits one to four and
subheadings in digits five and six. The HS is subject to constant review and
is updated every four to six years.

The HS is a major contributor towards the synchronization of Customs and
international trade procedures and is therefore regarded as a major
contributor to international trade facilitation efforts.

The advantages of HS can be summarised as follows:

e Reclassification of commodities as they cross international borders or
change from one mode of transport to another is avoided.

e Standardisation of trade and Customs documentation.

e Multiple use of the nomenclature is possible for a variety of trade and
government purposes.

e Ease in the exchange of statistics.

e Enhances the interchange of information by electronic means for trade,
Customs, other government departments and so on.

e All major trading nations (other than former communist countries) use
HS, thus providing a common basis for GATT negotiations on duty
rates.

e The new nomenclature has enabled commodity classifications to be
updated.

For a summary of information about HS please read the following.
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Overview

The Harmonized Syster (HS) nomenciature i used as a basis
for the coflection of Customs duties and intemational trade statistics
by aimest all countries. Use of the HS ensures that a Customs
administration produces statistics in exact accord with i

The Harmonized System : The language of intemational trade

All modern, computerized Customns declaration systems depend on
HS classification. Common use of the HS in such systems will be
essential in the deveiopment of Ci to-Customs informatk
exchanges which trade interests see as the basis of the progressive
eimination of unnecessary export/import requirements in favour of

dassification standards. Currently 190 countries and Customs o
Economic Unions (including 119 Contacting Parties to the HS
Corwertion). representing about 98 % of worid trade, use the
Hamonized System. k s therefore one of the most important
instruments in world trade.

While today. the Harmonized System is a valuable tool to ensure
proper revenue collection, the initial impetus when it was developed
duning the 19705 and 80s was &s a trade faciitative intiative. The
Harmonized System has since become the true " language of
international trade ".

Many studies have shown the heavy costs nvolved for both the pubic
and private sectors in maintaining different product classification
systems in different countries. The HS was designed to be an
international standard system to awid such dupiication,

but it was recognized that it couid not be eiminated entirely.

Deweloped as a muttipurpose nomenciature by the Worid Customs
Organization (WCO), the HS & now used as the bass for

« Customns tariffs

« Coliection of intemational trade statistics

+ Ruies of origin

+ Collection of intemal taxes

+ Trade negotiations (e.g., the WTO scheduies of tariff concessions)
+ Transport tariffs and statistics

+ Monitoning of controlfed goods (e.g.. wastes, narcotics, chemical

weapors, ozone layer depleting sub o gered species)

+ Areas of Customs controfs and procedures.
including nisk assessment. information technology and compiiance.

end-to-end. integrated intemational transactions.

Approximately 80 % of the 169 Members of the WCO could be
categorized as developing or in transition to & market economy

A large percentage of these countries depend, and will continue to be
rekant to an important extent on Customs duties for their national
revenues. Developed countries also still collect substantial amounts of
Customs duties. In the US, Customs duties amount to §18 biiion per
year whiie in the European C ity they rep 15 % of the
total reverues.

Role of the WCO

The WCO Strategic Plan has three gods in reiation to the
Harmonized System :

+ To secure uniform interpretation and appication of the HS

+ To update and improve the HS, reflecting changes in technology
and trade pattems

« To promate the use of the HS by Customs administrations and

other go agencies, international arganizations and the pri-
vate sector
Harmonized System Committee

Aimost all countries still maintain protective tariffs bor specific
products, which often result in tanff disputes. Twice each year,

the WCO's Harmonized System Committee (HSC) acts as

an international tribunal with regard to the ciassification of goods

i the Hammonized System. The HSC s the singie intemational body
which can prowde authoritative advice with regard to tariff
classification.

HS Review Sub-Committee

The HS is backed by Expianatory Notes and & Compendium of

Classification Opinions. This helps to ensure a rational and uniform

appiication of classification ruies. and thus, trouble-free export and

import clearance. It is 2 major element in good Customsirade working
A

This Sub-Committee (RSC) & responsibie for a systematic review of

the HS Nomenciature on a regular basis with a view to assisting the
HSC in ensuring that the Hammonized System is kege up to date in

terms of technological developments and trading practices.
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Scientific Sub-Committee

This Sub- Committee assists the HSC and the RSC i ther most technical
work (in particular. with questions involng the classification of chemical
products).

Responsibilities of the Nomenclature Sub-Directorate, Tariff and
Trade Affairs Directorate

The Nomenciature Sub-Directorate i staffed ty & Deputy Director
9 Technicai Officers and 4 Technical Attaches and has the folowing
major responsitiities °

« To provide Secretariat support to the work of the Committees.
Sub-Committees and Werking Parties. (organizing meetings.
preparation of working documents, regorts, etc.)

Relations with the private sector

The work of Customs ivohes providing a senice to the entie
intemational trade community While classification questions must stil
be brought to the WCO by Member administrations. private sector
participation in our work has increased signifcanty

The | Chamber of C (CC) &5 inveo, as

a represertative of the private sector, to participate in all of the HS
Committee meetings & an observer and. in fact. the I0C & reguierly
consuited for technical information wath regard to the classification of
many products.

Avallable information

The WCO publish ial p such as the HS
Explanatory Notes, the HS Commodity Database on CD-ROM and

To conduct technical assistance missions (regional semin 9
COoUrses, expert missions to promote the HS, expert missions
to study tarff classification work infrasgructure, expert mssions to

the H. (the HS training course availabie on CD-ROM).
All these publications are availabie from the Publication Service of the
WCO The WCO Web site contains essential information on the

assist n the or imgr of Customs oS
and HS muiti-purpase training courses)

+ To provide technical advice on specific ciassific ation questions to
Member Customs administrations

To update HS pudlcations (such as the HS Explanatory Notes,
the Compendium of Ciassification Opinions, the Alphabetical Index,
the HS Commodity Data Base (CD-ROM) and the e-iearning
modules)

Har System, including the (atest decisions of the Harmonzed
System C and the HS Expianatory Notes and the HS
Commodiy Data Base in a searchatie format

Contact

bk Who
Tai: 0032 (0)2 20992 52 - E-mai : zask wind@wcoomd.org
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Thus for all intra Community trade, for which statistics are required from
larger traders, and for all exports the eight digit commodity code is used. For
all imports, however, from non-EU countries a new concept was introduced
into the Combined Nomenclature. This is known as TARIC (French: Tariff
Integre Communautaire) and it encapsulates most of the special Tariff
measures previously contained in separate annexes to the old Tariff into a
single line of the Tariff. It does this by providing two further digits (formerly
the tenth and eleventh digits but, since 1 January 1996, digits nine and ten)
that are added to the previous eight (formerly nine) digits in the case of
imports from third (non-Community) countries and for goods not in free
circulation. The Tariff measures incorporated in TARIC are as follows.

e Duty preferences

e Tariff quotas

e  Tariff suspensions

e Anti-Dumping Duties (ADDs)

e Countervailing duties

e Monetary Compensatory Amounts (MCAs)

e Variable charges

e Simplified Procedures for Value of Perishable Goods (SPV)

e Free at frontier wine reference prices

e CAP import licences

e Textile categories

e Quantitative restrictions and limits

e Surveillance measures

If digits 9 and 10 are “00” then there are no further TARIC subdivisions to
be read down the Tariff page although it is still necessary to check columns
three and six across the page (described overleaf) for any Tariff measures
which may apply. Unfortunately, in some very specialised cases, (mainly
within the CAP field) the eight or ten digit codes do not give sufficient scope
to identify all the possible measures. In these cases two sets of additional
four digit/character codes are added to the eight or ten digits. The term
“character” is significant as it allows the use of alphanumeric codes. The
second additional code is for use if two different measures become necessary
for a particular commodity. The additional codes will only be required in
such cases as below.

e Imports from outside the Community.

e Commodities subject to variable charges (in chapters 17, 18, 19 and 21

of the TARIC Nomenclature").

! The TARIC nomenclature is divided into 21 sections (roman numerals), further subdivided
into a total of 96 chapters. Some sections and chapters are headed by notes and additional
notes.
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e MCAs (in certain cases only, in chapters 2, 4, 7, 11, 16, 17, 18, 19, 20,
21 and 23 of the TARIC Nomenclature).

e Anti-Dumping Duties in certain more complex cases.

e Wine reference prices (in all cases) (in chapter 22 of the TARIC
Nomenclature).

e Certain exports to non-Community countries subject to MCAs (in
chapters 2, 4, 7, 11, 16, 17, 18, 19, 20, 21 and 23 of the TARIC
Nomenclature).

Thus the full commodity code may be shown diagrammatically:

123456 78 910 11121314 15161718
HS Code EU duty and TARIC First Second
statistics additional code additional code

if required if required

The importance of the correct classification of goods cannot be over
emphasised. Apart from the heavy penalties which attach to false
declarations, it may be that wrongly classified goods have been allocated to a
commodity code carrying a higher rate of duty than would have occurred
had the product been classified to the correct commodity code. For
information about the general rules to the classification rules please read the
following Classification Rules.

Classification Rules

In classifying goods the six rules of classification must be carefully
followed. Rules 1 to 4 are applied in order, first to ascertain the correct
heading and then to classify to the appropriate subheading and thus to
complete the classification. The rules are as follows.

Rule 1 Classify using headings and section or chapter notes.

Rule 2 Covers mixtures, combinations and articles which are incomplete,
unfinished, unassembled or disassembled.

The rule is in two parts:

a classification of incomplete, unfinished, unassembled or
disassembled articles. Headings also include complete or finished items
presented unassembled or disassembled (for example, self-assembly
furniture);

b classification of mixtures and combinations. Headings also include
mixtures and combinations unless specifically excluded. Mixtures are
classified using rule 1 where section, chapter notes or heading text identify
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mixtures as such. Where two or more elements of a mixture or combination
are each covered by a heading, proceed to rule 3a.

Rule 3 Goods classifiable under two or more headings (includes sets for
retail sale). The rule is in three parts which should be applied in sequence:

a heading with most specific description. For single items the most
specific heading should be preferred. For mixtures, and so on, where the
mixture has materials or substances of more than one heading, each heading
is treated as being equally applicable even if one heading gives a more
specific description;

b heading which gives the essential character. Classified by the
material or component which gives the goods their essential character. Note
that this rule applies to mixtures, composite goods and goods put up in sets
for retail sale. It also applies, for example, to a machine or instrument with
two functions;

c heading last in numerical order of those which merit equal
consideration. Classified by last heading.

Rule 4 Goods classified under the heading for articles to which they are
most akin. This rule may only be applied when classification under all
preceding rules has failed. It is used for goods which are not specifically
covered by any heading and consequently should be rarely invoked. In all
cases where it is proposed to use rule 4, Customs headquarters should be
consulted.

Rule 5 Classification of containers, cases and packing materials and so on.
This rule is in two parts:

a cases, boxes and similar containers presented with the articles for
which they are intended. Cases, and so on, intended for long term use (for
example, a camera case presented with the camera) are classified with the
goods which they contain unless it is the container which gives the goods
their essential character (for example, an ornate and expensive tea caddy
containing tea);

b packing materials and packing containers not suitable for repetitive
use. Such packaging is classified with the goods to which it relates. This rule
does not apply to re-usable containers which are clearly for repetitive use
(for example, empty oxygen cylinders)

Rule 6 Rules 1 to 5 also apply to subheadings. Only subheadings of the
same level should be compared during classification. Section and chapter
notes also apply unless subheading texts and notes state otherwise.
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Test Questions (8.5.2.):
v 2 Please decide whether the following are right/wrong:
a. The HS classification code is composed of nine digits. (wrong)

8.5.3 GATT - General Agreement on Tariffs and Trade

Learning objectives
The student should be aware of the main points of the GATT, of the principle of
non-discrimination, of main round and its objectives of GATT.

The General Agreement on Tariffs and Trade (GATT) functioned as the
precursor to the WTO. The GATT was created by the Bretton Woods
meetings in 1944. The GATT are the roles of Customs and international
trade agreed upon by nations. An institutional body is built by the World
Trade Organization that was established in 1995. One of the youngest of the
international organizations, the WTO is the successor to the General
Agreement on Tariffs and Trade (GATT) established in the wake of the
Second World War. The GATT is now the WTO’s principal rule-book for
trade in goods. The Uruguay Round also created new rules for dealing with
trade in services, relevant aspects of intellectual property, dispute settlement,
and trade policy reviews.

The countries who signed GATT occasionally negotiated new trade
agreements that all would enter into. Each such set of agreements was called
a “round”. In general, each of these agreements bound the members to
reduce certain tariffs, with many special-case treatments of individual
products, and in many cases with exceptions and modifications for each
country.

Rounds Number of Remarks
Countries
Geneva Round (1948) 23 Average Customs tariff reduction — 19 %;
GATT enters into force
Annecy Round (1949) 13 Average Customs tariff reduction — 2 %
Torquay Round 38 Average Customs tariff reduction - 3 %
(1950/51)
Geneva Fourth Round 26 Average Customs tariff reduction - 2 %;
(1955/56) Strategy set for future GATT policy toward

developing countries, improving their
positions as treaty participants.

Dillon Round 26 Average Customs tariff reduction — 7 %
(1961/62)

Kennedy Round 62 Average Customs tariff reduction — 35 %.
(1964/67) This was an across-the-board reduction

Freight Forwarders Training Courses 3 5
September 2006




Module 8 Customs

rather than a product-by-product
specification, for the first time.
Antidumping agreement.

Tokyo Round 102 Average Customs tariff reduction — 34 %.

(1973/79) Reduced non-tariff trade barriers.
Improvement and extension of GATT
system.

Uruguay Round 125 Average Customs tariff reduction — 44 %.

(1986/94) Created the World Trade Organisation to

replace the GATT treaty. Reduced export
subsidies, reduced other import limits and
quotas over the next 20 years, agreement to
enforce patents, trademarks, and copyrights
(TRIPS), extending international trade law
to the service sector (GATS) and open up
foreign investment. It also made major
changes in the dispute settlement
mechanism of GATT.

For more information about the WTO please read the following:

Information about GATT

So while the WTO is still young, the multilateral trading system that was originally
set up under GATT is well over 50 years old. The past 50 years have seen an
exceptional growth in world trade. Merchandise exports grew on average by 6%
annually. Total trade in 1997 was 14-times the level of 1950. GATT and the WTO
have helped to create a strong and prosperous trading system contributing to
unprecedented growth. The system was developed through a series of trade
negotiations, or rounds, held under GATT. The first rounds dealt mainly with tariff
reductions but later negotiations included other areas such as anti-dumping and non-
tariff measures. The last round-the 1986-94 Uruguay Round-led to the WTO’s
creation.

The negotiations did not end there. Some continued after the end of the Uruguay
Round. In February 1997 agreement was reached on telecommunications services,
with 69 governments agreeing to wide-ranging liberalization measures that went
beyond those agreed in the Uruguay Round. In the same year 40 governments
successfully concluded negotiations for tariff-free trade in information technology
products, and 70 members concluded a financial services deal covering more than
95% of trade in banking, insurance, securities and financial information. In 2000,
new talks started on agriculture and services.

These have now been incorporated into a broader work programme, the Doha
Development Agenda (DDA), launched at the fourth WTO Ministerial Conference
in Doha, Qatar, in November 2001.
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The agenda adds negotiations and other work on non-agricultural tariffs, trade and
environment, WTO rules such as anti-dumping and subsidies, investment,
competition policy, trade facilitation, transparency in government procurement,
intellectual property, and a range of issues raised by developing countries as
difficulties they face in implementing the present WTO agreements.

WTO AGREEMENTS : The question is how to ensure that trade is as fair as
possible, and as free as is practical. by negotiating rules and abiding by them. The
WTO’s rules-the agreements—are the result of negotiations between the members.
The current set were the outcome of the 1986-94 Uruguay Round negotiations which
included a major revision of the original General Agreement on Tariffs and Trade
(GATT). The complete set runs to some 30,000 pages consisting of about 60
agreements and separate commitments (called schedules) made by individual
members in specific areas such as lower customs duty rates and services market-
opening. Through these agreements, WTO members operate a non-discriminatory
trading system that spells out their rights and their obligations. Each country
receives guarantees that its exports will be treated fairly and consistently in other
countries’ markets. Each promises to do the same for imports into its own market.
The system also gives developing countries some flexibility in implementing their
commitments.

GOODS: It all began with trade in goods. From 1947 to 1994, GATT was the forum
for negotiating lower customs duty rates and other trade barriers; the text of the
General Agreement spelt out important rules, particularly non-discrimination. Since
1995, the updated GATT has become the WTO’s umbrella agreement for trade in
goods. It has annexes dealing with specific sectors such as agriculture and textiles,
and with specific issues such as state trading, product standards, subsidies and
actions taken against dumping.

SERVICES: Banks, insurance firms, telecommunications companies, tour
operators, hotel chains and transport companies looking to do business abroad can
now enjoy the same principles of freer and fairer trade that originally only applied to
trade in goods. These principles appear in the new General Agreement on Trade in
Services (GATS). WTO members have also made individual commitments under
GATS stating which of their services sectors they are willing to open to foreign
competition, and how open those markets are.

INTELLECTUAL PROPERTY: The WTO’s intellectual property agreement
amounts to rules for trade and investment in ideas and creativity. The rules state how
copyrights, patents, trademarks, geographical names used to identify products,
industrial designs, integrated circuit layout-designs and undisclosed information
such as trade secrets—“intellectual property”-should be protected when trade is
involved.

Freight Forwarders Training Courses
September 2006 37




Module 8 Customs

DISPUTE SETTLEMENT: The WTO’s procedure for resolving trade quarrels
under the Dispute Settlement Understanding is vital for enforcing the rules and
therefore for ensuring that trade flows smoothly. Countries bring disputes to the
WTO if they think their rights under the agreements are being infringed. Judgements
by specially-appointed independent experts are based on interpretations of the
agreements and individual countries’ commitments. The system encourages
countries to settle their differences through consultation. Failing that, they can
follow a carefully mapped out, stage-by-stage procedure that includes the possibility
of a ruling by a panel of experts, and the chance to appeal the ruling on legal
grounds. Confidence in the system is borne out by the number of cases brought to
the WTO-around 300 cases in eight years compared to the 300 disputes dealt with
during the entire life of GATT (1947-94).

POLICY REVIEW: The Trade Policy Review Mechanism’s purpose is to improve
transparency, to create a greater understanding of the policies that countries are
adopting, and to assess their impact. Many members also see the reviews as
constructive feedback on their policies. All WTO members must undergo periodic
scrutiny, each review containing reports by the country concerned and the WTO
Secretariat.

The general principle of the GATT non-discrimination in international trade

is based on:

- normal trade relations: it does not confer particular advantages on the
receiving nation, but means that the receiving nation will be granted all
trade advantages, such as low tariffs that any third nation also receives.

- national treatment: if a state grants a particular right, benefit or
privilege to its own citizens, it must also grant those advantages to the
citizens of other states while in that country.

For a summary of the final act of the Uruguay Round please read
http://www.wto.org/english/docs_e/legal _e/ursum_e.htm#General.

Test Questions (8.5.3.):

Please decide whether the following are right/wrong:

a. The WTO rules discourage a range of unwise policies, which means
greater certainty and clarity about trading condition and for
government’s good discipline. (right)

b. As trade expands in volume, in number of products traded, in the
numbers of countries and companies trading, there is a greater chance
that disputes decreases. (wrong)

c. The purpose of the WTO is to lower trade barriers which allows trade to
increase. (right)
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d. The objective of the WTO is make life simpler for the enterprises
directly involved in trade and for the producers of goods and services.
(right)

e. According to the WTO protectionism is the way to tackle employment
problems. (wrong)

f. National treatment means that a state grants a particular right, benefit or
privilege to the citizens of other states as to its own citizens. (right)

g. Normal trade relations means system of different tariffs for different
countries. (wrong)

h. In the Uruguay Round was agreed that import limits and quotas will be
reduced over the next 20 years. (right)

8.5.4 Customs preferences for goods from developing countries

Learning Objectives
The student should be aware of using Customs tariffs as promoting tools for
developing countries in generally.

Trade has proven to be one of the most effective tools to foster development.
Increased trade with developing countries will enhance their export earnings,
promote their industrialisation and encourage the diversification of their
economies. The classical instrument for achieving these objectives is tariff
preferences. Tariff preferences provide an incentive to traders to import
products from developing countries, and help them to compete on
international markets.

The Generalised System of Preferences (known as GSP for short) is a
scheme whereby a wide range of industrial and agricultural products
originating in certain developing countries are given preferential access to
the markets of the European Union. Preferential treatment is given in the
form of reduced or zero rates of Customs duties. The GSP scheme is
specifically designed to benefit certain developing countries and integrate
them into the world economy.

There are three types of arrangement in force for beneficiary countries:

1. all beneficiary countries enjoy the benefit of the general arrangement;

2. the special incentive arrangement for sustainable development and good
governance (the “GSP+”) provides additional benefits for countries
implementing certain international standards in human and labour rights,
environmental protection, the fight against drugs, and good governance;
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3. the special arrangement for the least-developed countries (LDCs),
provides for the most favourable treatment of all, in the aim of granting
the LDCs “duty-free and quota-free” access to the EU’s market.

For more information about GSP please read GSP overview.pdf.
For law of the GSP please read GSP.pdf.

Test Questions (8.5.4.):

Please decide whether the following are right/wrong:

a. The classical instrument for achieving economical development is
Customs tariff preferences. (right)

b. The GSP scheme is specifically designed to benefit certain developing
countries and integrate them into the world economy. (right)

c. Conditions for participation in the Generalised System of Preferences is
implementing certain international standards in human and labour rights,
environmental protection, the fight against drugs, and good governance.
(wrong)

8.5.5 ATA (Admission temporaire/Temporary Admission)
Convention

Learning Objectives
The student should be aware of norms of the Temporary Admission Convention.

The ATA is a system that allows the free movement of goods across
frontiers and their temporary admission into a Customs territory with relief
from duties and taxes that was agreed in the ATA convention this can be
found in Annex 1 to this document. The goods are covered by a single
document known as the ATA carnet that is secured by an international
guarantee system.

The ATA Carnet is issued by certain Chambers of Commerce as agents for
the International Chamber of Commerce based in Paris. The carnet requires
a security to be lodged by means of a cash deposit, a bank guarantee or an
insurance policy. The issuing Chamber also makes a charge for the issue of
the document based on a two level tariff depending on whether the user is a
Chamber member or not. For list of countries that are parties of ATA Carnet
Regulations please read the following:
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The following countries are parties to the ATA carnet regulations:

Algeria Australia Bulgaria
Canada Croatia Cyprus
Czech Republic Estonia Gibraltar
Hong Kong Hungary Iceland
India Iran (no carnets issued)  Israel
Ivory Coast Japan Korea

(Republic)
Lebanon Macedonia Malaysia
Malta Mauritius Morocco
New Zealand Norway Poland
Romania Senegal Singapore
Slovenia South Africa Slovak

Republic
Sri Lanka Sweden Switzerland
Taiwan Thailand Tunisia
Turkey USA

The following goods may be covered under an ATA carnet when
temporarily imported into or transiting a contracting country:

Commercial samples and advertising film.

Goods for international exhibition.

Scientifically and cultural goods

Goods for sport events.

Vehicles specially adapted for use in connection with any of the above,
including travelling workshops and laboratories.

The list of qualifying goods varies from country to country.

An application form must be completed for each carnet applied for and
returned to the Chamber with the necessary fee. The list of goods to be
covered by the carnet must be typed in the space provided on the General
List and repeated on the backs of the coloured vouchers, with a spare copy
for the records of the issuing Chamber. If the list is too long it must be typed
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separately on plain paper, but it must be prepared in the same format as the
General List on the carnet.

The carnet is in loose leaf form and will consist of:

1. green-cover;

2. yellow-export and re-import vouchers;

3. white-import and re-export vouchers for each country in which the
goods are to be used;

4. blue-transit vouchers - two for each country transited which the goods
will travel without being used.

See the following pages.
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Where an ATA carnet is used to transit Community territory, the whole of
the Community is regarded as a single country for the purpose of removing
vouchers from the document.

The carnet is valid for 12 months although the guarantee has a total life of 31
months. The guarantee will be returned once the carnet has been
satisfactorily discharged. If further journeys are to be carried out with the
same goods before the carnet expires, it is possible to have additional pages
added to the document at a later date.

The amount of the guarantee required depends on the countries to which the
goods are travelling as well as the nature of the goods themselves.

The Temporary Import and Export of Vehicles

Most countries allow non-resident vehicle operators to temporarily import
their vehicles without special documentation. The usual requirement is that
the vehicle should be under the control of the foreign operator and that it
should be engaged on an international trip.

Certain countries, however, require the vehicle to carry a carnet de passage.
This document incorporates a guarantee to ensure the payment of any
charges that may become due if the vehicle is disposed of whilst on the
territory of the country concerned. The document comprises a book of
“tickets” that are collected both at the entry and the exit to each country,
similar to TIR and ATA carnets. Each country reconciles the two tickets it
has received and thus can be sure that the vehicle has been properly re-
exported.

At the present time the carnet de passage is required in the following
countries for the vehicles listed:

Turkey (non-enclosed } any motor vehicle,

loads) trailer or semi-
trailer.

All the Middle Eastern }

countries

Italy vehicles remaining in

Italy for more than
three months.

Portugal vehicles remaining in one month.
Portugal for more than
Greece any vehicle which stays

for more than 10 days.
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Test Questions:

Please decide whether the following are right/wrong:

a. The ATA carnet allows the free movement of goods across frontiers and
their temporary admission into a Customs territory with relief from
duties and taxes. (right)

b. The ATA carnet is often used for goods for international exhibitions.
(right)

c. The ATA Convention standardized the list of goods that could be moved
under temporarily admission. (wrong)

d. The carnet de passage comprises a book of ‘tickets’ that are collected
both at entry and exit to each country, similar to TIR and ATA carnets.
(right)

8.5.6 TIR Conventions — Customs Convention on the
international transport of goods under cover of TIR carnets

Learning Objectives
The student should be aware of norms of the TIR Convention, of function and using
of the TIR Carnet.

TIR is an international Convention introduced by the Economic Commission
for Europe under the auspices of the United Nations. The underlying purpose
of the system is to allow goods carrying vehicles to be sealed at their office
of departure and to travel, generally unhindered other than for checks on
seals and documentation, to the office of destination. The Convention is in
two parts which deal with the approval of vehicles and containers for use
under TIR and the documentary rules governing the issue of the carnet TIR.
The following countries are contracting parties to the Convention.
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Contracting Parties of the TIR Convention

Afghanistan
Armenia
Belarus
Bulgaria
Croatia
Denmark
France
Greece

Iran (Islamic Republic)

Italy
Kuwait
Lithuania
Malta
Netherlands
Portugal
Russia
Spain
Tajikistan
Turkmenistan
Ukraine
Yugoslavia

Albania

Austria

Belgium

Canada

Cyprus

Estonia

Georgia
Hungary

Ireland

Jordan

Latvia
Luxembourg
Moldova
Norway
Republic of Korea
Slovakia
Sweden

Tunisia

United Kingdom
Uruguay

Algeria
Azerbaijan
Bosnia-Herzegovina
Chile

Czech Republic
Finland
Germany
Indonesia

Israel
Kazakhstan
Lebanon
Macedonia
Morocco
Poland
Romania
Slovenia
Switzerland
Turkey

United States of America

Uzbekistan

This list includes all EU countries, but TIR cannot be used for trips which

remain within the

territory of the EU. In the limited circumstances in which a Customs transit

regime is required

for such journeys this must be Community Transit

The TIR carnet is a document containing pairs of vouchers with

corresponding counterfoils bound in a cover with one voucher being given

up on entry to each country and another on exit. For an TIR carnet please see

the following page.
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Provided a country has two copies of a sheet from a carnet TIR it can be
reasonably certain that the goods have both entered and left its territory and,
therefore, the movement has been satisfactorily completed as far as it is
concerned. Where TIR is used to transit EU territory, the whole of the EU is
regarded as being a single country for TIR purposes and so one voucher is
removed from the carnet on entry to the EU and another on exit or clearance.
The carnet and the goods must be presented at the offices of departure and
destination, as well as at Customs offices on the border crossings en route.
For information about kinds of TIR Carnet and their validity please read the
following:

Sizes and validity of the TIR Carnet

Carnets TIR are available in four sizes:

4 volets for two countries (crossing one frontier).
6 volets for up to three countries (crossing two frontiers).
14 volets to be used for up to seven countries (and crossing six

frontiers), normally used for journeys as far as Turkey or
into Eastern Europe.

20 volets to be used for up to 10 countries (and crossing nine
frontiers), and essential for Middle East traffic.

In some countries the border procedures may require additional volets, for
example, trips to Russia via Belarus. A carnet covers one outward or one
return trip only. Camnets TIR are normally valid for 45 days. The time limit
runs from date of issue, provided a carnet is presented to Customs at
departure on or before the day it expires it remains valid throughout the trip.
Maximum validity periods are set by the IRU and the powers of extension
are limited to emergencies and may only be extended by the national
associations. When a Customs office stamps a carnet at the point of entry it
has the right to impose a time limit on the length of the journey in that
country, for example, Turkey imposes a limit of about five days for a transit
operation. Customs can also set the route to be followed.

The carnet must be completed in the language of the country of departure
and must be returned to the issuing authority within seven days of expiry.
Transport operations under cover of the TIR carnet may involve several
Customs offices of departure and destination, but the total number of offices
(of departure and destination) cannot exceed four. Also, the acceptance of
the TIR carnet by all the Customs offices of departure must take place before
it is presented to a Customs office of destination.
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The International Road Transport Union (IRU) is the international issuing
body and appoints national member organisations to issue carnets in their
own countries. The issuing association will require a guarantee or cash
deposit from individual hauliers wishing to use carnets. Such guarantees are
typically for €5,000 (plus €50,000 to cover sensitive goods). This guarantee
must be established and strict criteria met before a company can be issued
with TIR carnets.

Before vehicles or containers will be used for the TIR, it must be approved
by relevant authorities. For more information about approve of vehicles and
containers for TIR use please read the following:

Approval of vehicles and containers for TIR use

Before a vehicle or container can be used under the TIR scheme, it must be
approved by the relevant authority in the operator’s home country to ensure
compliance with the requirements of the Convention. Once approved, a
certificate of approval is issued which is valid for two years and which must
be carried on the vehicle when it is on a TIR journey.

The purpose of the approval test is to determine whether the vehicle or
container is acceptable for international transport under Customs seal. The
basic requirements are that:

1. Customs seals can be simply and effectively applied to the container or
load compartment of the vehicle;

2. no goods can be removed from, or introduced into, the container or sealed
part of the vehicle without leaving obvious traces of tampering or without
breaking the Customs seal;

3. the vehicle or container must contain no concealed spaces where goods
could be hidden;

4. all spaces capable of holding goods must be readily accessible for
Customs inspection.

Heavy or bulky goods

Because of the approval requirements listed, it is not usually possible to use
open vehicles for carriage under TIR. There are, however, special
arrangements for heavy or bulky goods that cannot easily be dismantled for
transport. Such loads may be carried under what is known as ‘open TIR’ if
the Customs authority in the exporting country is satisfied that:

1. they cannot readily be carried in approved containers or vehicles;

2. they can be easily identified from the description on the carnet vouchers;
3. the carrying vehicle or container has no concealed spaces where other
goods may be hidden.
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Additionally the issuing association must make a special endorsement on the
carnet, and it is therefore essential that operators advise the issuing
association that they require an open carnet at the time that it is ordered.

Prohibited and high-risk goods

1. The carriage of certain goods is completely prohibited under carnet TIR;
other goods are designated ‘high risk’ and can only be transported under
strict rules and procedures. The details are set out below:

(a) goods prohibited from transport under TIR carnets in all contracting
countries irrespective of the quantities carried or the duty values: alcohol and
derived products except for beer or wine HS Codes 22.07.10 and 22.08;
tobacco and derived products except for raw tobacco HS Codes 24.02.10,
24.02.20 and 24.03.10;

(b) goods prohibited from transport under TIR carnets only in EU member
states irrespective of the quantities carried or the duty values:

HS Code Description

Ex 01.02 Live bovine animals, working animals,
animals for slaughter and pure bred
breeding animals

02.02 Meat of bovine animals, frozen

04.02 Milk and cream, concentrated or
containing added sugar or other
sweetening matter

04.05 Butter and other fats and oils derived
from milk

04.06 Cheese and curd

08.03 Bananas, including plantains, fresh or
dried

10.01 Cereals (wheat) and (meslin)

10.02 Rye

17.01 Sugar

Ex 22.07 Undenatured ethyl alcohol of an alcoholic
strength by volume of 80 per cent or
higher

Ex 22.08 Spirits, liqueurs and other spirituous
beverages

(c) goods currently designated ‘high risk” under IRU rules:

— meats of any type and origin, including livestock;

— milk, powdered milk including powdered milk for infants;

— butter and margarine;

— sugar.

2. The rules relating to ‘high risk’ goods listed under ¢ above apply where
these constitute more than 10 per cent of the load carrying capacity of the
vehicle by weight.
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3. The transport of ‘high risk’ goods under ordinary TIR carnets may be
undertaken provided an additional guarantee for a sum equal to USD 50,000
(bank guarantee, insurance policy, cash or other surety) has been lodged with
the association which issues TIR carnets

4. When ordering TIR carnets the operator must tell the association how
many are required for the carriage of ‘high risk’ goods, these TIR carnets
will then be issued with the letters MHR/HVG stamped on the yellow
manifest.

5. If, due to unforeseen operational requirements, the operator needs to use a
TIR carnet which has not previously been endorsed MHR/HVG he may use
it to carry ‘high risk’ goods provided he notifies the association of the TIR
carnet number and ensures that it can easily be identified when it is returned
to the association. The operator may endorse the TIR carnet himself but only
on the yellow manifest.

6. In no circumstances can ‘high risk’ goods be transported without the
additional guarantee in place.

7. Additionally, the operator must observe the following precautions when
transporting ‘high risk’ goods.

(a) Never accept any instruction to change the itinerary or Customs office of
destination. In the event of any difficulty the driver should be instructed to
return to the place of loading or place the goods under Customs control.

(b) When returning the TIR carnet to the association, include copies of all
documents (including the CMR note or an equivalent document for own
account operators) which shows the goods have been properly delivered and
discharged.

Failure to observe these requirements can lead to claims and possible
exclusion from the TIR scheme.

HS Code Description

0101 Live horses, asses, mules and hinnies

0102 Live bovine animals

0103 Live swine

0104 Live sheep and goats

0105 Live poultry, that is to say, fowls of a species Gallus

domesticus, ducks, geese,
turkeys and guinea fowls

0106 Other live animals

0201 Meat of bovine animals, fresh or chilled

0202 Meat of bovine animals, frozen

0203 Meat of swine, fresh, chilled or frozen

0204 Meat of sheep, goats, fresh, chilled or frozen
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0205 Meat of horses, asses, mules or hinnies, fresh, chilled or
frozen

0206 Edible offal of bovine animals, swine, sheep, goats, horses,
asses, mules or hinnies, fresh, chilled or frozen

0207 Meat and edible offal of the poultry of heading No 0105,
fresh, chilled or frozen

0208 Other edible meat offal, fresh, chilled or frozen

0209 Pig fat free of lean meat and poultry fat (not rendered), fresh,
chilled, frozen, salted, in brine, dried or smoked

0210 Meat and edible offal, salted, in brine, dried or smoked;
edible flours and meals of meat and meat offal

0402 Milk and cream, concentrated or containing added sugar or
other sweetening matter

0403 Buttermilk, curdled milk and cream, yoghurt, kephir and
other fermented or acidified milk and cream, whether or not
concentrated or containing added sugar or other sweetening
matter or flavoured or containing added fruit, nuts or cocoa

0404 Whey, whether or not concentrated or containing sugar or
other sweetening matter; products consisting of natural milk
constituents, whether or not containing added sugar or other
sweetening matter, not elsewhere specified or included

0405 Butter and other fats and oils derived from milk

1516 Animal and vegetable fats and oils and their frations, partly
or wholly hydrogenated, inter-esterified, re-esterified or
elaindinized, whether or not refined, but not further prepared

1517 Margarine; edible mixtures or preparations of animal or
vegetable fats or oils of this chapter, other than edible fats or
oils or their frations of heading No 1516

1701 Cane or beet sugar and chemically pure sucrose, in solid form

1702 Other sugars, including chemically pure lactose, maltose,
glucose and fructose, in solid form; sugar syrups not
containing added flavouring or colouring matter; artificial
honey, whether or not mixed with honey; caramel

1703 Molasses resulting from the extraction or refining of sugar

1704 Sugar confectionery (including white chocolate), not

containing cocoa

Test Questions (8.5.6.):
Please decide whether the following are right/wrong:

a. The TIR procedure is a mandatory Customs regime for transit

operations. (right)

b. Duties and taxes related to goods in transit under TIR are covered by an

insurance company. (right)

c¢. TIR procedure is appropriate for short distance delivery of goods

(wrong)

d. Customs have to report the passage of goods through their borders under
TIR to a private company based in Geneva. (right)
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8.6 Other Possible Duties managed by the Customs Administration

Learning Objectives
The student should be aware of other possible duties managed by Customs.

8.6.1 VAT (Value Added Tax) and other Customs charges

Learning Objectives
The student should be aware of VAT on imported goods and other kinds of Customs
duties that are payable.

VAT on imports

VAT on imported goods, must either be paid at the time and place of import
or deferred under any Duty Deferment arrangements that may exist. The
value added tax is a tax classified as a consumption tax assessed on the
increase value of goods as they pass from the raw material stage through the
production process to final consumption. The tax on processors or merchants
is levied on the amount by which they increase the value of items they
purchase.

In country applying the VAT system, a tax equivalent to the value added to
imports and rebates value added tax on exports is charged. If immediate
payment is required, then the importer must make arrangements to ensure
that cash or a banker’s draft for the correct amount can be submitted to
Customs with the entry. If deferment is used, then the requirements of
Customs relating to the use of deferment accounts must be met. In the UK,
for example, Customs will require a bank or insurance guarantee for twice
the monthly amount of deferment required and a direct debit mandate.
Customs will collect from the importer’s bank account, all the amounts
deferred in any particular month on the fifteenth day of the following month.
Customs import duties and certain other charges may also be deferred under
the same arrangements. A weekly deferment statement will be sent to the
deferment holder as well as a monthly direct debit analysis. In order to
reclaim VAT paid, the importer must hold a VAT statement or VAT copy
entry. The deferment statement is not acceptable for this purpose. A similar
deferment arrangement exists for excise duty, although the accounting and
payment dates are different.

Freight Forwarders Training Courses 61
September 2006




Module 8

Customs

Other examples of Customs duties

Excise duties

Initially such duties were confined to taxes on the
production or manufacture of goods. This definition was
gradually extended to include taxes on goods imposed at
any point in the distribution process. Excise duties usually
have one of two purposes: to raise revenue or to
discourage particular behaviour. Taxes such as those on
sales of fuel, alcohol and tobacco are often justified on
both grounds.

Excise taxes can be imposed at the point of production or
importation, or at the point of sale. They are usually
waived or refunded on goods being exported, so as to
encourage exports, though they are often re-imposed by
the importing country. According to the government tax
policy of each country, the Customs administration may
be responsible for collection and management of other
taxes like environmental taxes on fuels or batteries for

example.

Ad-valorem This is a duty fixed as a percentage of the value of the

duties goods.

Agricultural Import and export duties introduced under the common

duties agricultural policy.

Anti-dumping | They are Customs duties imposed on imports from

duties specific countries in addition to the normal or preferential
duty; such duties can be introduced where the export price
is below the normal value, provided such imports cause or
threaten to cause material injury to national producers of
like products.

Countervailing | They are Customs duties imposed on imports from

duties specific countries in addition to the normal or preferential
duty; such duties can be introduced where a subsidy is
granted by the export country, provided such imports
cause or threaten to cause material injury to Community
producers of like products (Art. VI GATT and Reg. [EC]
No 2026/97).

For National Forwarder Associations:

Please insert information about the national rules of other taxes and duties!
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Test Questions :

Please decide whether the following are right/wrong:

a. The VAT on imported goods must be paid at the place of import. (right)

b. The VAT on imported goods must be paid at the moment the goods are
sent from the dispatch country. (wrong)

c. Excise duties are consumption duties. (right)

d. Excise duties are imposed to create a barrier at the point of entry /exit
whatsoever the usage of the goods on the territory. (wrong)

e. The anti-dumping duties protect the domestic industry against dumping
practices and make the prices on imports at the same level of
competition as any other domestic product. (right)

8.6.2 Control of import and export consignments

Learning Objectives
The student should be aware of methods of control of import/export consignment, of
risk management of Customs authorities, of some post-clearance audits.

Controls of import/export consignment are related to all acts performed by
the Customs authorities with a view to ensuring that the Customs rules and
other applicable trade provisions are observed, such as examining goods,
documents or accounts, or carrying out inquiries

This means the performance of specific acts such as is the revision of goods,
verification the existence and authenticity of documents, examining of
accounts and other records of undertakings: searching of transport vehicles
and persons, carrying out administrative investigations. The last
undertakings accentuate the needs not only for the Customs legislation for
control of import/export of goods, but also for the Surveillance of the
Customs self.

Modern techniques introduced by the trade facilitation initiatives of the
WCO in particular include risk analysis management based on selectivity
control criteria with the support of a post release audit. Risk management
represents a modern, effective and efficient way of working and importantly
assists Customs administrations in managing their various functions
effectively and in deploying their resources more effectively.

In the context of this approach, Customs administrations also rely on post-
clearance (sometimes known as post-facto) audits. What distinguishes this
type of control is the fact that it is carried out on the premises of operators
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who have conducted external trading operations, and involves in-depth
scrutiny of their commercial and accounting records.

Post-clearance audits are generally carried out for compliance verification
purposes in the areas of valuation, origin, tariff classification, duty
relief/drawback remission programmes, etc., but other areas may also be
targeted as necessary. Depending on the profile of the auditee and its
business (e.g., type of business, goods, revenue involved, etc.) the audit may
be conducted on a continuous, cyclical or occasional basis.

Post-clearance audit is an effective tool for Customs control because it
provides a clearer and more comprehensive picture of the transactions
relevant to Customs as reflected in the books and records of international
traders. At the same time, it enables Customs administrations to offer the
trader facilitation measures in the form of simplified procedures (e.g.,
periodic entry system).

Test Questions (8.6.2.):

Please decide whether the following are right/wrong:

a. The Risk analysis method enables to free the movement of goods at the
border without breaking the supply chain logistics. (right)

b. Controls of import/export consignment include examining goods,
documents or accounts, or carrying out inquiries. (right)

c. Post-clearance audit is a survey about customer satisfaction by Customs.
(wrong)

8.6.3 Import Licences and Specific Case for certain Types of
Dangerous Goods (ADR/IMDG code, class 1 and 7)

Learning Objectives

The student should be aware of methods of import licensing.
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Quantitative quotas amount or volume specified that may be
permitted entry during a quota period. Imports in
excess of a specified quota may be exported or
warehoused for entry in a subsequent quota
Tariff quotas period.

a form of preference under which limited amounts
of certain goods may be admitted to free
circulation at a reduced or nil rate of Customs
duty. The limit may be expressed in units of
weight, volume, or quantity or value.

Agricultural Policy CAP licences can be issued to control certain
(CAP) Licences aspects of imports, e.g. restrict quantities of a
certain type of goods being imported from a
certain country, or to restrict the quantities of a
product which qualify for preferential rates of

import duty.
Trade and Industry These are mainly to protect certain national
(DTI) Licences industries; to implement internationally agreed

policies designed to stabilise markets and
encourage the practice of free trade; for
surveillance purposes i.e. to provide information
about trends in imports of sensitive goods and in
the interests of public health and safety.

European Commission | Imports of certain ozone depleting substances
Licences (ODS) and products which contain them (for
example certain fridges or aerosols) are either
prohibited or require the authority of an import
licence issued by the European Commission.
Further information is available at Global
Atmosphere Division of DEFRA .
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Test Questions (8.6.3.):

Please decide whether the following are right/wrong:

a. Quantitative quota is a form of preference under which limited amounts
of certain goods may be admitted to free circulation at a reduced or nil
rate of Customs duty. (wrong)

b. CAP licences can be issued to restrict quantities of a certain type of
goods being imported from a certain country. (right)

c. CAP licences can be issued to restrict the quantities of a product which
qualify for preferential rates of import duty. (right)

d. The European Commission Licences are used for protecting certain
national industries and for implementation internationally agreed
policies designed to stabilize markets. (wrong)

8.6.4 Prevention and Fight against Trafficking of Firearms,
Explosives and Radio-active Substances

8.6.5 Veterinarian control

Learning Objectives
The student should be aware of the additional duties of Customs authorities to
veterinarian control.

Veterinarian control means the sanitary inspection applied to animals and
animal products with a view to protecting the life and health of persons and
animals, as well as that carried out on objects or goods which could serve as
a carrier for animal diseases.

Certain products require the health certificate, safety test marks, or standards
certification of the importing country before they are allowed entry. The
product modification may be needed to meet the import requirements, which
means additional product inventory and expenses. Quarantine services are in
charge of enforcement of the national legislation related to food
consumption safety. In most of countries the Customs Administration acts in
the name of the said services to check at the points of entry and exit of the
Customs territory the presence, applicability and validity or the required
certificates on imports or exports. Indeed, in each country norms and
standards are defined the tolerance threshold in matter of food security and
hygiene for consumption and production covering meat, endangered species,
foodstuffs. Often those norms are used as Non Tariff Barriers to trade.
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For more information about organization of controls please read the Annex 3
to the International Convention on the Harmonization of Frontier Controls of
Goods (1982).

For National Forwarder Associations:
Please insert information about the national rules of veterinarian control by
Customs!

Test Questions (8.6.5.):

Please decide whether the following are right/wrong:

a. The Customs Administration checks at the points of entry and exit of the
Customs territory the presence, applicability and validity or the health
certificates on imports or exports. (right)

b. The Customs Administration must make a safety test for each shipment
with animals and animal products with a view to protecting the life and
health of persons and animals. (wrong)

8.6.6 Live plant control (phytosanitary control)

Learning Objectives
The student should be aware of additional duties of Customs authorities to
phytosanitary control.

Live plant control means the inspection intended to prevent the spread and
the introduction across national boundaries of pests of plants and plant
products.

In each country the phytosanitary authorities are in charge of safeguarding
plant health by preventing the import and spread of pests and diseases which
would cause significant economic and environmental damages as well. For
this purpose, the said agency controls the imports of living plant material
including plants for planting, fruits, seeds, vegetables...The levels of control
includes the prohibition, the import under licence, the import under
certification or the free import for trading.

For more information about organization of controls please read Annex 4 to
the International Convention on the Harmonization of Frontier Controls of
Goods (1982).

For National Forwarder Associations:
Please insert information about the national rules of live plant control by
Customs!
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Test Questions (8.6.6.):

Please decide whether the following are right/wrong:

a. Live plant control means control of vegetarian products to prevent the
broadening of genetically engineered products. (wrong)

b. The levels of live plant controls include the prohibition, the import under
licence, the import under certification or the free import for trading.

(right)

8.6.7 Intellectual Property, Counterfeit, Artifacts, Boycott issues

Learning objectives
The student should be aware of main methods of Customs protection of intellectual

property rights.

Customs protection of intellectual property rights, promote foreign economic
relations and trade and scientific, technical and cultural exchanges, and
safeguard the public interests of the society. More and more, regulations are
applicable to intellectual property rights including trademark franchises,
copyrights and patents that are related to import and export goods and are
put under protection by the laws and administrative decrees. The Customs
administrations provide protection to intellectual property rights related to
import and export goods and exercise authority stipulated in the Customs.
Customs and Border Protection of Intellectual property Rights (IPR) implies
for each Customs administration a specific enforcement program which
devotes substantial resources to target, intercept, detain, seize and forfeit
shipments of IPR-violative goods. This enforcement is accomplished
through the cooperative efforts of our trained enforcement officers, other
government agencies, and the trade community.

For instance the EU Regulation No. 1383/2003 of the European Council,
dated July 22, 2003 provides measures that will allow Customs authorities to
undertake action in order to secure intellectual property rights. Among other
things, the law spells out the actions that the Customs authorities would be
able to undertake ex officio. In addition, it regulates the requests filed with
the Customs authorities and the procedures to be followed with the
infringing goods. It also addresses the rights, obligations and the
responsibilities of the Customs authorities and of the rights holder.

Counterfeit goods are goods containing intellectual property (objects of
copyright and related rights, industrial property rights, including trademarks,
appellations of origin of goods, and other intellectual property in accordance
with the national legislation), if production and transfer of such goods across
the Customs border or other operations with goods which are under the

Freight Forwarders Training Courses 68
September 2006




Module 8 Customs

control of Customs entail the violation of the owner's rights protected in
accordance with the national legislation.

Customs administrations are authorized to suspend the release of goods
containing intellectual property objects when they detect signs indicative of
counterfeit goods according to the procedure without a request from the
rights holder to protect his rights. In this case Customs agencies are entitled
to ask the rights holder to submit any information, which can be used to
prove that the goods are counterfeit.

Test Questions (8.6.7.):

Please decide whether the following are right/wrong:

e Customs administrations are authorized to suspend the release of goods
containing intellectual property objects. (right)

e Customs and Border Protection of Intellectual property Rights (IPR)
implies for each Customs administration a specific enforcement
program. (right)

e Intellectual property rights include trademark franchises, copyrights and
patents. (right)

8.6.8 Interaction and Cooperation of the Customs Authorities
with Other State Bodies

Learning objectives
The student should be aware of “one-stop-shop™ principle by Customs authorities
stipulated in the Kyoto Convention .

According the Revised Kyoto Convention provisions, it is stipulated that
Customs should as far as possible establish an integrated control system at
the state borders based on the so-called “one stop shop” principle. Under the
arrangement, necessary control procedures at the border will be implemented
jointly by officers of all agencies involved — Customs, border guards,
Ministry of Transport and Communication (vehicle control), Ministry of
Agriculture (veterinary-phytosanitary control), Sanitary and Epidemiological
Service (sanitary-quarantine control), and Ministry of Industry and Trade
(goods certification control) — at one place. The new approach seeks to
expedite the clearance process and improve its quality.

For more information about one stop shop by Customs please read One Stop
Shop.
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One Stop Shop, the concept of joint customs control processing as part
of the trade facilitation standards

The joint control processing in the different variants, which can be designed
and developed is one of the international standards and best practices of
harmonisation and simplification of border crossing procedures promoted
notably by the Kyoto Convention and the UN Convention for Harmonisation
of customs procedures (1982). They are formulated around few key points
and have to be considered as necessary milestones for the trade facilitation
performance. The first one is the introduction of the Risk analysis
Management of control organisation based on selectivity criteria. The second
one is a wide use of the principle of control performed by customs after the
release of goods. Usually this would imply the verification of the accounting
elements of the trader company under the form of a post Release Audit. An
other one is the differenciated approach of the traders according to the
granted confidence level. That means the introduction of simplest rules and
methodology of customs clearance for the personnes and traders by fair
behaviour, absence of violation, prove of reputation and financial guarantee.

An important one concerns the Interaction and partner relationships between
customs and the trade community requiring the customs procedures to take
into consideration the needs of trade and business in all types of customs
affairs questions. Eventually, the principle of the single windows mainly
suggest that all the border crossing bodies represented at the clearance point
be located in a single common pace. The advantage would be that
documentation and information circulate between bodies instead of the
declarant circulate to each of them. It is important that the concept of single-
window is considered as it is designed to accompany single-stop inspection
to expedite cross-border clearance of goods. Single-window promotes the
coordination of the procedures of the various border organizations within an
integrated border management system. Single Window service enables
companies involved in cross border trade to lodge standardized information
and documents with a single entry point allowing parties to fulfill all import,
export, and transit-related regulatory requirements in one go. By expediting
and simplifying information flows between trade and government, single
window brings substantial gains to all parties involved in cross border trade.
The efficiency of such a concept relates definitely on the capacity of data
and harmonised uniform documentation sharing between first of all between
national bodies and then with the border crossing organisation of the
neighbour Country.
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Then, the principle of joint processing is to reduce the number of stops
incurred in a cross border movement by combining the activities of both
countries border organizations at either a single common location or at a
single location in each direction (juxtaposed facilities). The concept of a One
Stop Joint Border Crossing point implies not only a single administrative
location for the bodies represented at both sides of the border but also the
introduction of a single border point for both countries formalities located on
one side of the physical border.

Joint Customs Control/One Stop Inspection enables customs of neighboring
countries to carry out inspection simultaneously (sequential or almost
simultaneously) at the border on a site that is located in the territory of either
country. Whilst it is possible to have joint processing of Customs in
isolation, in practice the benefits of joint processing are unlikely to be
achieved unless the joint processing also involves all the major border
organizations.

However, Customs are the main organization at the borders in terms of
processing times and they can act as the promoter of joint processing.

Test Questions (8.6.8.):

Please decide whether the following are right/wrong:

a. The joint Customs control post concept has been introduced and
promoted by the Kyoto Convention. (right)

b.  The joint Customs control and inspection is only possible between
neighbouring countries with identical automated clearance system.
(wrong)

c. Joint border Customs control post cannot be established without a
trade agreement between related countries. (wrong)
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Annex 1 ATA Convention

CUSTOMS CONVENTION
on the A.T.A. Carnet for the temporary admission of goods
(A.T.A. Convention)

PREAMBLE

The States signatory to the present Convention,

Meeting under the auspices of the Customs Co-operation Council and the CONTRACTING
PARTIES to the General t on Tanffs and Trade (GATT), mn consultation with the United
Nations Educational, Scientific and Cultural Organisation (UNESCO),

Having regard to proposals made by representatives of intemational trade and other interests for
facilitating the procedures for the temporary duty-free importation of goods,

Convinced that the ion of common procedures for the temporary duty-free importation of goods
would afford considerable advantages to mntemational commercial and cultural activities and would secure
a higher degree of harmony and umiformity 1n the Customs systems of the Contracting Parties,

Have agreed as follows:

CHAPTER I

Definitions and approval

Article 1
For the purposes of the present Convention:

(a) the term “import duties” means Customs duties and all other duties and taxes payable on or 1n
connection with importation and shall include all intemal taxes and excise duties chargeable on
imported goods, but shall not include fees and charges which are linuted m amount to the
approximate cost of services rendered and do not represent an indirect protection to domestic
products or a taxation of imports for fiscal purposes;

(b)the term ‘tetzonty adnussion” means ttnﬁ'uy importation free of mmport duties in
accordance with the conditions laid down by the Conventions referred to i Article 3 of the
present Convention or by the national laws and regulations of the country of importation;

(c) the term “transit” means the conveyance of goods from a Customs office n the terntory of a
Contracting Party to another Customs office within the same temitory, in accordance wath the
conditions laid down 1n the national laws and regulations of that Contracting Party:

(d)the term “A.T.A. camet” (Adnussion Temporaire - Temporary Adnussion) means the document
reproduced as the Annex to the present Convention;

(e) the term “issuing association” means an association approved by the Customs authonties of a
Contracting Party for the 1ssue of A T.A. camets in the terntory of that Contracting Party;
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(f) the term “guaranteeing association” means an association approved by the Customs authorities
of a Contracting Party to guarantee the sums referred to mn Article 6 of the present Convention,
m the temtory of that Contracting Party;

(g) the term “the Council” means the orgamsation set up by the Convention establishing a Customs
Co-operation Council, done at Brusseﬁ on 15th December 1950;

(h) the term “person’ means both natural and legal persons, unless the context otherwise requires.

Article 2

The approval of an 1ssuing association envistfed mn nﬁaph (e) of Article 1 of the t
Convention may be subject, in particular, to the condition thp;t price of AT A camets be
commensurate with the cost of services rendered.

CHAPTERII
Scope

Article 3

1. ~ Each Contracting Party shall accept m lLeu of its national Customs documents, and as due
secunity for the sums referred to i Article 6 of the present Convention, AT A. camets valid for its
temitory and 1ssued and used m accordance with the conditions laid down m the present Convention,
for goods temporanly imported under:

(a)the Customs Convention on the temporary importation of professional equipment, done at
Brussels on 8th June 1961,

(b) the Customs Convention concermng facilities for the importation of goods for display or use at
exhubitions, fairs, meetings or simular events, done at Brussels on 8th June 1961, in so far as it 1s
a Contracting Party to those Conventions.

2. _ Each Contracting Party may also accept AT.A. camets, issued and used under the same
conditions, for goods temporanly mmported under other mnternational temporary importation
Conventions or for temporary admission procedures under its national laws and regulations.

3. ~ Each Contracting Party may accept AT.A. camets issued and used under the same
conditions for transit.
4. Goods ntended for processing or repair shall not be imported under cover of AT A.
camets.
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CHAPTER Il
Issue and use of A.T.A. carnets

Article 4

dxate associations shall not 1ssue A T.A camets with a period of validity exceeding one
of 1ssue. They shall mdicate on the cover of the A T.A. camet the countnes
wlnch 1itis vahd and the names of the corresponding guaranteeing associations.

Once an A T.A. camet has been issued no extra item shall be added to the list of goods

enumerated on the reverse of the front cover of the camet, or on any continuation sheets annexed
thereto (General List).

Article 5

The period fixed for the re on of goods imported under cover of an A T.A. camet shall

not in any case exceed the penod of validity of that camet.

~

CHAPTER IV
Guarantee

Article 6

eeing association shall undertake to pay to the Customs authorities of the
coumrymwhl 1t 15 established the amount of the import duties and any other sums payable i the
event of non-compliance with the conditions of temporary admussion, or of transit, i respect of
goods ntroduced imto that country under cover of AT A. camets:ssuedbyacotmspondmglss::g
association. It shall be Liable jomntly and severally with the persons from whom the sums menti
above are due, for payment of such sums.

The hLability of the guaranteeing association shall not exceed the amount of the import
dunesbymthzngnpacen! .

the Customs authonties of the c of mxpomuon have uncondmomﬂy
dxschargedanATAcametmtesgdofcamnomdwycmno claim from
m‘meemgassocuuonpaymmto nunsrefermdtompaﬂyzphloft!nsAmelemrcspectof
'Z“nﬂ'enhelesssuﬂbcmadcagamstdrguanmmn association 1f it 1s
y discovered of the camet was obtained y or fraudulently or
dntthcrehadbeenabuachofthccondmmxsoftanpon:yadnnsswnotofmt

Customs authonties shall not in any circumstances require from the guaranteeing
association payment of the sums referred to mn paragraph 1 of this Article if a claim has not been
made against the guaranteeing association within a year of the date of expiry of the validity of the
camet.
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CHAPTER V
Regularisation of A.TA. carnets

Article 7

1. The guaranteeing association shall have a peniod of six months from the date of the claim
made by the Customs authonties for the sums referred to in paragraph 1 of Article 6 of the present
Convention 1n which to fumish proof of the re-exportation of the goods under the conditions laid
down 1n the present Convention or of any other proper discharge of the A T.A. camet.

2. If such proof 1s not furnished within the time allowed the guaranteeing association shall
forthwith deposit, or pay provisionally, such sums. This deposit or payment shall become final after
a peniod of three from the date of the deposit or payment. Duning the latter period the
guaranteeing association may still furmish the proof referred to in the preceding paragraph with a
view to recovery of the sums deposited or paid.

3. For countries whose laws and regulations do not provide for the deposit or provisional
payment of T duties, payments made in conformity with the provisions of the preceding
paragraph shall be regarded as final, but the sums paid shall be re if the proof referred to 1n
paragraph 1 of this Article is fumished within three months of the date of the payment.

Article 8

1. Ewvidence of re-exportation of goods imported under cover of an A T.A. camet shall be
provided by the re-exportation certificate completed in that carnet by the Customs authonties of the
country mnto which the goods were mmported.

2 If the re on of has not been certified in accordance with para 1 of this
Article, the Custmmhmities ffoﬁgs country of importation may, even if the pexiodp:fp\h’ahdiry of
the camet has already expired, accept as evidence of re-exportation of the goods:

(a) the particulars entered by the Customs authonties of another Contracting Party in the ATA.
camet on importation or re-importation or a certificate issued by those authorities based on the
particulars entered on a voucher which has been detached from the camet on importation or on
re-importation mto their terntory, provided that the particulars relate to an importation or
re-importation which can be proved to have taken place after the re- exportation which it 1s
mtended to establish;

(b) any other documentary proof that the goods are outside that country.
3 In any case in which the Customs authonities of a Contracting Party waive the requirement
of re-exportation of certain goods admutted into their territory under cover of an A T.A. camet, the

guaranteeing association shall be discharged from its obligations only when those authorities have
certified in cametthattixposxtionmgardingdmsegooghasbemregulansed.

Article 9

In the cases referred to m paragraph 2 of Article 8 of the present Convention, the Customs
authorities shall have the nght to charge a regulansation fee.
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CHAPTER VI
Miscellaneous provistons

Article 10

.ChstamcanﬁawsmATAcmusedmdatheccndiﬁmshiddownmdxM
Convention shall not be subject to the payment of charges for Customs attendance at Customs offices and
postsdnmglhenomnlhmofhsmss.

Article 11

khhm;f&ﬁmmlmsahﬁdaATAth m&wh:chnrcfen

n tem one of Contracting Parties Customs authorities o tractng Party

nh&of&eumgummmdmmwmmamoseamhmm
ca:oq)t nplmdoam.hwhdxtyofwhehmonﬂnmdmeanhaofﬂr
1t replaces.

R

EEE

Article 12

—

Whengoodstzmrdymudcmtbere-expmedasaresuhofam other
than a seizure made at the swt of prnivate persons, the requrement of re-exportation shall be
suspended for the duration of the se1zure.

The Customs authonties shall, so far as possible, notify the guaranteeing association of
seizures made by them or on their behalf of adnutted under cover of AT.A. camets
guaranteed by that association and shall advise 1t of the measures they intend to take.

L

Article 13

ATAm«mofATAcmsm&dmbemdmhmmmwhchdrym
imported and which are sent to an issuing association by a corresponding cﬁassomuonby
mtemational orgamsation or by the Customs authontes of a Contracting Party. be adnutted free of
mpmdmesandfxuofan) import prohibitions or restnctions. Corresponding facilities shall be granted

at exportation.

Article 14

For the purposes of the present Convention the temtones of Contracting Parties which form a
Customs or econonuc union may be taken to be a single temtory.

Article 15
In the event of fraud, contravention or abuse, the Contracting Parties shall, notwithstanding the
provisions of the Convention, be free to take proceedings against rl{::xsons using A T.A. camets, for
therecovetyof import duties and other sums payable and also for the imposition of any penalties to

Freight Forwarders Training Courses
September 2006 76



Module 8

Customs

which such persons have rendered themselves liable. In such cases the associations shall lend their
assistance to the Customs authorities.

Article 16

The Annex to the present Convention shall be construed to be an integral part of the Convention.

Article 17

The provisions of the present Convention set out the mummum facilities to be accorded and do

not prevent the application of greater facilihes which certain Contracting Parties grant or may grant
future by unilateral provisions or in virtue of bilateral and multilateral agreements.

CHAPTER VII
Final provisions

Article 18

The Contracting Parties shall meet t when in order to consider the
w’mofhmm\mmmmpgg‘mm,mm%damwm
uniformity 1n the iterpretation and application of the present Convention.

Such meetings shall be convened by the Secretary General of the Council at the t of
any Contracting Party. Unless the Contracting Parties otherwise decide, the meetings shall be held
at the Headquarters of the Council.

The Contracting Parties shall lay down the rules of fottheum:eﬁna
Decistons of the Contracting Parties shall be taken by a majonty of not less than two-thirds of
Contracting Parties present at the meeting and voting.

The Contracting Parties shall not take a decision on any matter unless more than half of
them are present.

Article 19

Any dispute berween Conlncnn% Parties concerning the mterpretation or apphcation of
the present Convention shall so far as possible be settled by negotiation between them.

Any dispute which 1s not settled by negotiation shall be referred by the Contracting Parties
m dispute to the Contracting Parties, meeting in confornuty with Article 18 of the present
Convention, which shall thereupon consider the dispute and make recommendations for its
settlement.

The Contracting Parties in dispute may agree in advance to accept the recommendations
of the Contracting Parties as binding.
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months referred to in paragraph 3 of this Article, that date shall be taken to be the date of

expiry of the said six-month period;
(11) The date of expiry of the nine-month period referred to in paragraph 4 of this Article.
7. Any amendment deemed to be accepted shall enter into force six months after the date on
which 1t was deemed to be accepted.
8. The Secretary General of the Council shall, as soon as possible, nonfy all Contracting

Parties of any objection to the recommended amendment made 1n accordance with paragraph 3 (a),
and of any communication received in accordance with paragraph 3 (l'g of this Article. He shall

nform all the Contracting Parties whether the Contracting Party or Parties which have
sent such a communication raise an objection to the recommended amendment or accept it.

9. Any State nnfymi;raoacceding to the present Convention shall be deemed to have
accepted any amendments which have entered into force at the date of deposit of its
instrument of ratification or accession.

Article 25

1. Any State may, at the time of signing the present Convention without reservation of
ratification, or of depositing its istrument of ratification or accession or at any time
declare by notification given to the Secretary General of the Council that the present Convention
shall extend to all or any of the termtones for whose international relations i1t 1s responsible. Such
notification shall take effect three months after the date of the receipt thereof by the Secretary
General of the Council provided, however, that the Convention shall not apply to the territones
named in the notification befme the Convention has entered into force for the State concemed.

2. Any State which has made a notification under graph 1 of this Article the
t Convention to zny territory for whose mtemational relations 1t is responsible may the
¢ General of the Council, in accordance with the provisions of Article 22 of the present

Convention, that the tumory 1n question will no longer apply the Convention.

Article 26

1. Any State may declare at the tme of signing, ratifying or acceding to the present
Convention, or notify the Secretary Genera. of the Council after becomuing a Contﬂctm¥ Party to
the Convention, that 1t will not ac ATA camets under the present Convention for postal
traffic. Such notification shall take effect on the ninetieth day after its receipt by the Secretary

~

Any Contracting Party having entered a reservation as provided for in paragraph 1 of this
Article may at any time withdraw such reservation by notifying the Secretary General of the

Council
3; No other reservation to the present Convention shall be permutted.
Article 27
mmmﬂofdrmmcdshaﬂ Parties, the other si; and
acceding States, the General of the United anons the CO. CTING PAR to the
GATT, and UNESCO of:
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(a) signatures, ratifications and accessions under Article 20 of the present Convention;
(b) the date of entry into force of the present Convention in accordance with Article 21;
(c) denunciations under Article 22 ;

(d)notifications made in accordance with Article 23;

(e) any amendment deemed to have been accepted in accordance with Article 24 and the date of its
entry nto force;

(f) notifications received 1n accordance with Article 25;

(g)declarations and notifications made in accordance with Article 26, and the date on which
reservations or withdrawals of reservations take effect.

Article 28

In accordance with Article 102 of the Charter of the United Nations, the present Convention
éhaﬂbgregiswedmmthemmtofdwUnitedNadomatdxmqwddrSecxttatyGenenlofdr

In witness whereof the undersigned plenipotentianes have signed the present Convention.

Doncathssckdmsbahd:yofDecembanmﬂmMedandsiﬂyom.mﬁr?uhmd
French languages, both texts bemng equally authentic, 1n a single onginal which shall be deposited with the
Secretary General of the Council who shall transmut certified copies to all the States referred to 1n Amicle
20, paragraph 1, of the present Convention.
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MODEL OF ATA CARNET

The ATA camet shall be pnnted in English or French and may also be printed 1n a second language.

The size of the ATA camet shall be 297 x 210 mm.

(The previous version of the ATA camet may still be used uatil 18th December 2004)
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