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|. BACKGROUND
1. At the 42™ Session of the Technical Committee, the Secretariat provided an update on

the work being carried on the topic of Customs - Tax cooperation.

2. The outcome of the survey conducted by the Secretariat on WCO Members working
arrangements related to cooperation and exchange of information with their respective tax

authorities was shared with the Technical Committee.

3. The draft “Guidelines for Strengthening Cooperation and the Exchange of Information
between Customs and Tax Authorities at the National Level” (Guidelines) prepared by the
Secretariat and shared with the Technical Committee at the 42™ Session were updated
taking into account the input and suggestions provided by the Permanent Technical
Committee/Enforcement Committee, the Technical Committee, the OECD and the
International Chamber of Commerce (ICC), as well as the working experiences and best

practices of WCO Members.
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Il. SECRETARIAT'S COMMENTS

The updated draft Guidelines presented to the Policy Commission and the Council in

July 2016 are reproduced in Annex | to this document.

The Council, at its 127™ /128" Sessions held in July 2016,
() endorsed the Guidelines, noting that this was a living document which would be further
enriched by the inclusion of more examples of experiences and best practices.

(i) took note of potential opportunities for cooperation between Customs and Tax
authorities at both national and regional level, and encouraged Members to share their
related working experiences and best practices; and

(i)  encouraged the Secretariat to continue working with the OECD and IMF with regard to
Customs-Tax cooperation, emphasizing Customs wider role in the global supply chain

facilitation and security (non-fiscal) areas, as well as revenue collection.

[ll. CONCLUSION

The Technical Committee is invited to take note of the above information.
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Brussels, 13 June 2016.

CUSTOMS-TAX COOPERATION

(Item XVI on the Agenda)

SUMMARY
Purpose of document

The purpose of this document is to report on developments and progressiogriter
ongoing work in the area of cooperation between Customs and Tax aushordieding the
development of Guidelines for strengthening cooperation and the exchanfygroftion
between Customs and Tax authorities at the national level, footisgderation of the Policy
Commission. It also informs the Policy Commission about the ongoigecation with
partner international organizations and seeks its further guidance.

Action required of the Policy Commission

The Policy Commission is invited to :

- examine and, if appropriate, endorse the draft Guidelines émgskrening cooperatior
and the exchange of information between Customs and Tax authorthesational
level (set out in the Annex hereto);

- encourage Members to share their working experiences and lx&tgsran respect of
Customs-Tax cooperation for further enriching the Guidelines agirrg'document”;
and

- discuss the potential opportunities for cooperation between Customsvand T
authorities at both international and national level, with a viewdwiging additional

guidance on the ongoing cooperation with the OECD and IMF.

o]
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l. Background

At its December 2015 session, the Policy Commission discussezptb®t
Customs-Tax cooperation, where many delegates described theirahatiperiences in
respect of mutual cooperation and information exchange between thethooitées.
Particular reference was made to the opportunities and challeregented by the
different types of organizational models in the countries concerfteel Policy
Commission took note of the outcomes of the Secretariat’s survey tomad$ax
cooperation and the key thoughts shared therein, and encouraged Member
administrations to continue to strengthen cooperation with Tax autbaittbe
national level.

The Policy Commission welcomed the new initiative on the development of
Guidelines for strengthening cooperation and the exchange of informatvesebe
Customs administrations and Tax authorities at the national li\ako encouraged
the Secretariat to continue working with the OECD and the IMF retgard to
Customs-Tax cooperation.

. Draft Guidelines for strengthening cooperation and the exchangef
information between Customs and Tax authorities at the nationdkevel

Following the discussions at the December 2015 Policy Commissiatratte
Guidelines for strengthening cooperation and the exchange of informatvesebe
Customs and Tax authorities at the national level have been developae apgpended
to this document.

The Guidelines are expected to serve as reference guidance tom€us
administrations in developing a cooperation framework and/or strengthbring
existing cooperation based on their national requirements, operatimgrenent and
operational resources, which may include a formal agreemengament
(e.g. Memorandum of Understanding - MoU), where appropriate.

- Discussions at the Joint Session of the Permanent Techni€dmmittee
(PTC) and Enforcement Committee (EC)

The Joint Session of the PTC/EC examined the draft Guidelinebeaukdy
elements contained therein, providing suggestions and input for thagrfurt
development. A number of Members described their respective naiqreaiences
with regard to their organizational frameworks and existing woraimangements for
cooperation between Customs and Tax authorities.

At the invitation of the WCO, Mr. Pascal Saint-Amans, OEQE®&or of the
Centre for Tax Policy and Administration, participated in the J®Ir€/EC Session and
highlighted the work being done by the OECD in the area of finanuibia
transparency, in particular, the Base Erosion and Profit Sh{SE§S) Projectand the

! http://www.oecd.org/ctp/beps.htm
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Standard for Automatic Exchange of Financial Account Informatitte outlined the
future work on implementation of these initiatives through a more inelagpproach,
where he also saw more opportunities for engagement and cooperaltiashenVCO,
including potential involvement in the Oslo Dialojaad the G20's recently approved
model action plan in the fight against financial and tax crirsess“ahole of
government” approach. Noting the ongoing cooperation between the OECD and
the WCO in several areas of mutual interest including trapsfgng, he called for
leveraging of new opportunities to enhance such cooperation, and furtbdrtbtd the
OECD would provide comments/suggestions on the draft WCO Guidelioas]ing
any input from the OECD Forum on Tax Administration (FTA).

The WCO Secretary General extended the WCO's support agsegar
implementation of OECD initiatives/projects to fight illicih&ncial flows, money
laundering, tax evasion and other financial crimes through enhanced catilatvor
between the two Organizations and their respective membership.

- Discussions at the Technical Committee on Customs Valuatig@CCV)

The TCCV considered and supported the draft Guidelines as a usefahibol,
suggested expanding/enhancing the valuation-related text. All tedegere invited to
share their input, including case studies, examples of MoUsyleich could be
included in the document.

- Updated draft Guidelines for the consideration of the Polig Commission

The draft Guidelines have been updated and finalized, based on the input and
suggestions provided by the joint session of the PTC/EC, the TGEWQECD and
the International Chamber of Commerce (ICC), as well as thking experiences and
best practices of WCO Members, including MoUs received from €teire, India,
Malaysia, the Russian Federation and Serbia. The final draffipended as an Annex
to this document for further consideration by the Policy Commission.

[1l.  Cooperation with other international organizations

- Bilateral meeting with the OECD

A bilateral meeting between the WCO and the OECD was held caréhN2016,
at which the following main areas were identified for further coatpen :
Customs-Tax cooperation; Base Erosion and Profit Shifting (BER&)sfer Pricing
and Customs Valuation; Trade Mispricing and lllicit Financial Fpw
and Capacity Building.

- Bilateral meeting with the IMF

2 https://www.oecd.org/ctp/exchange-of-tax-informatautomatic-exchange-financial-account-information-

common-reporting-standard.pdf

3 http://iwww.oecd.org/tax/crime/forumontaxandcrimenht

I/3.
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11.

12.

13.

On 10 February 2016, the Secretary General met with the IMEtDiref Fiscal
Affairs and his team to discuss the role of Customs within arRevAuthority
structure. Both sides agreed on the necessity for an optimadtidning and
adequately resourced Customs within any amalgamated strudturas dlso
recognized that the role of Customs extends beyond that of revenwti@olte
encompass trade facilitation and the protection of society, anthésa additional
aspects must be taken into account in any structure within which Guefmerates.

The WCO will continue to engage with the IMF to ensure that ttecarad
responsibilities of Customs are maintained and adequately rescascgell as to
enhance cooperation between Customs and Tax authorities, irrespéctive
organizational structure. In this context, the WCO is curremiking with the IMF to
provide Customs’ perspective on the IMF’'s Revenue Administration|Figoamation
Tool (RA-FIT)* and related report “Understanding Revenue Administration”.

IV. Conclusion
The Policy Commission is invited to :

- examine and, if appropriate, endorse the draft Guidelines émgshening
cooperation and the exchange of information between Customs and Tax
authorities at the national level (set out in the Annex hereto);

- encourage Members to share their working experiences and &g
respect of Customs-Tax cooperation for further enriching the Guidelma
“living document”; and

- discuss the potential opportunities for cooperation between Customssand T
authorities at both international and national level, with a viewdwiging
additional guidance on the ongoing cooperation with the OECD and IMF.

* https://ww.imf.org/external/pubs/ft/dp/2015/fad 150df
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l. Introduction

1.  With the rapid globalization of trade and the financial systemfréeemovement of
goods, capital and labour, shifting manufacturing bases and advancesnmaiidn and
communication technology (ICT), business operating models have undergone
significant changes. Whilst these are notably positive developntleayshave also
increased the potential risk of Customs offences, tax evasiorepaagdidance, and
have put Customs and Tax administrations under greater pressurie tiskhe
assessment, compliance management and trade facilitatiors.efftile traditional
Customs fraud and evasion of Customs duties continue to pose challeGgstotns
administrations, there have been increasing concerns regarding efigk@vasion,
where funds are being deposited and sheltered from the home Tax s#hloaiving
potential connections with illicit financial flows, money launderamgl terrorist
financing.

2. Financial crimes, including tax crimes, are growing in sogtaittn and often operate
across international borders. Tax evasion, money laundering,fitiei of money,
terrorist financing and other related financial crimes are pagiater challenges to the
political, economic and social interests of countries. Also, therehallenges in terms
of facilitating growing volumes of trade and reducing administrdiiwelens on
businesses, which would ease the development of international trade tNehi
globalization and liberalization of economic activity and tradeima$fect transformed
the business sector into a world without borders, Customs and Tax teshayntinue
to be constrained by national borders and resepctive legislationsgatatoey
approcahes, requiring enhanced inter-agency cooperation within and between
governments for effective actions. In addition, Coordinated Border Mamamf can
also be beneficial in combatting other non-compliance issues, miguel as security,
safety, health, environment, intellectual property rights,allexport of strategic and
duals use goods, and arms proliferation.

3.  Given the growing complexities of economic value chains and the dimgsources
available to governments, Coordinated Border Management is beconrieasingly
important among government agencies (e.g. Customs and Tax awhastee source of
mutual support in meeting shared goals and objectives and tackling carhail@mges.
Often the information, knowledge and skills required to effectivellgct revenue,
combat financial crimes, and facilitate legitimate tradespread across several
authorities/agencies, demanding mutual cooperation as part of a effgeernment
approach.

4.  Atthe global level, initiatives by the G20 Leaders and the OB e subject of tax
transparency and exchange of information, including the recently |ladif@ludbal

® http://ww.wcoomd.org/en/topics/wco-implementirg-twto-
atf/atf/~/media/WCO/Public/Global/PDF/Topics/WTO%20F/dev/ICBM%20Compendium_1.ashx

I/7.
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Standard for Automatic Exchange of Financial Account Information ioMaters®,
have placed greater focus on financial and tax transparency. Inofddy leverage
the heightened global focus on fiscal transparency, it is imperidat Customs and
Tax authorities engage with each other for mutual support to meentand emerging
challenges.

5. There is a clear need for greater synergy between Custorigardithorities. Some
Customs and Tax authorities (in particular where they are tparae administrations
or within federal states where the central state as wéi anember states both have
fiscal competences) have already developed formal arrangemeot®fmration and
information exchange, such as Guidelines/Instructions and/or a Memorafdum
Understanding/Agreement on cooperation and data exchange, establisaiiegl de
technical and functional specifications and collaboration protocols.

6. As part of growing engagement between Customs and Tax authdriseslso
imperative to seek ways to reduce conflict and increase harmongdretheir
respective legislative framework, thus reducing/simplifying caangk requirements
for transactions in global economic value chains.

7. These WCO Guidelines are intended to supplement the ongoing initiatitres
domain. The aim is to provide general, overarching principles for catigemhich
take account of operational considerations, bearing in mind the difteganizational
structures and national requirements of countries. It is expédethese Guidelines
will be useful to Member Customs administrations in developing aisable
cooperation mechanism (including a MoU where needed) tailored taithigire
situation, in close cooperation with their respective Tax autharitie

8. The Guidelines endeavor to provide guidance and ideas to Customs andhbaitiesit
for formalizing the contacts and strengthening the existing coopetihe national
level. These Guidelines do not seek to impose a specific model entities
concerned. They rather provide entities with greater freedom inogévg a
cooperation framework best suited to their national requirement andingera
environment including drafting a formal agreement/arrangemerd &gmorandum of
Understanding (MOU), where appropriate.

[l.  Strengthening Cooperation between Customs and Tax Authorities

9. Customs administrations are responsible for the assessment @oti@olbf Customs
duties. In many countries they are also responsible for the omtiexdftexcise duties on
certain goods (for example, alcohol, tobacco, petroleum products amiiler energy
and electricity), as well as Value Added Tax (VAT)/Sdlag and Goods and Services
Tax (GST) on imported goods on behalf of their respective Tax augisotit some
cases, Customs is also responsible for the collection of variousdoties and taxes,
such as road tax, environment/green tax, national building tax| seciaity
contributions, veterinary control tax, and special levies/cha@esoms

® http://www.oecd.org/ctp/exchange-of-tax-informatistandard-for-automatic-exchange-of-financial-
information-in-tax-matters.htm

/8.
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administrations receive and process information concerning cross-Howvagof

goods, money, people and means of transport, as well as detatévafuals and
businesses. Customs also has wider border enforcement resporssihiliéiens of
security, safety and protection of the economy and societycerbing illicit trade,
smuggling, drug trafficking, IPR infringing goods, etc. Moreover,t@us normally
needs to take decisions in real-time, whereas the Tax autbastially base their work
on periodical reporting.

Tax authorities are generally responsible for the assessnunbkection of taxes on
behalf of the government. This involves gathering and processing informoat
individuals and corporations subject to tax, including personal detaildedaids of their
property, investments, financial transactions and business opera@orasuthorities
may have extensive powers to access information. They alsorpiapartant role in
deterring and detecting tax irregularities and crimes. Omsts@ected tax crime has
been identified, the extent to which the Tax administration is inddivéhe
investigation and prosecution varies from jurisdiction to jurisdiction.

In addition to mobilizing resources for the government, Customs anduflagrities
have an equally important role to play in combating financial crimgs, money
laundering and terrorist financing. This role has garnered evetegsagnificance since
2012, when the Financial Action Task Force (FATF) revised the Hatiemal
Standards on Combating Money Laundering, the Financing of Terrorism and
Proliferation” to include ‘tax crimes (related to direct tsaad indirect taxes)’ and
‘smuggling (including in relation to Customs and excise duties amd)ax the list of
predicate offences for money laundering. Some countries have aledladied the
updated FATF Standards in their national legislations. This chandedght the
proceeds of tax crimes within the scope of money laundering invéstigaThis is
expected to contribute to better coordination between Customs adntimnstrd ax
authorities, Financial Intelligence Units, and other law enfoecgragencies, and
remove potential obstacles to domestic and international cooperatiomringdax
crimes. The FATF recommendations no 30 and 31 are noteworthy ingpéecteln this
context, the 2015 OECD publication on ‘Improving Co-operation between Tax and
Anti-Money Laundering Authorities’ is also relevant.

The overarching benefits of enhanced cooperation between Customs andhbaities
are significant. There are financial and efficiency gainkding efficient collection of
the duties and taxes legally due from this cooperation, exchamngerofation and
coordinated approach between the two authorities, through leveragingisgner
between them. Good working cooperation and the effective exchange afaiifom
between the two authorities would make cross-border trade procemsepradictable
and less burdensome for traders - fostering cross-border and econvehpdeent. It
would also increase their capabilities to identify a rangenafiitial crimes, as well as
being able to access an additional source of information that caedéusnsure tax
compliance and identify potential non-compliance by providing the missikgnlthe
information “ecosystem”. Further, mutual cooperation between two adigsavould

1/9.
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14.

15.

16.

17.

have a strong deterrent effect on potential tax evaders/fraudstést,creating a more
effective and facilitative tax-payer environment.

Other notable benefits are comprehensive risk management and/olepostce audit;
improvement of the trade facilitation and business environment; sicaglin of
processes for customers and administrations; and effective enéncefiinancial and
tax crimes.

More specifically, Customs administrations’ import and export dathTax authorities’
purchase and sales data may be mutually shared and matched,ahichatentially
result in the detection of irregularities, including undeclaredisfdeclared tax bases
for both authorities. The sharing by Tax authorities of information gmeat
transactions [both import (purchase) and export (sales)] may alssehé to Customs
from the valuation perspective. Information from Tax authorities abaders’
purchases and sales does not automatically lead Customs to lietaition of
Customs duties and taxes, but it could serve as a reference p&@uistoms to narrow
down its potential investigative targets. At the same tims,ihportant to note that an
operator who is non-compliant in tax matters is very likely to pasek of non-
compliance for Customs, and vice-versa.

When verifying the Customs value for related party transactionsvingainultinational
enterprises, Customs administrations can benefit from informatroreddrom the
transfer pricing studies which have been developed for profit tax purpogks/hich
are generally based on the application of the OECD transfeng@iidelines. Both
the OECD transfer pricing Guidelines and the WTO Customs Vatuatethodology
are designed to ensure that related party prices are compaithbileose between
unrelated parties. It is noted, however, that there are oppodiegires, the risk to
Customs is generally undervaluation of imported goods to reduce Custoess dut
whereas the tax risk is overvaluation of goods and services to rbduzxable profit.
There is also a possibility that fraudsters are manipulatingtaotind Customs
declarations to their advantage; e.g. where low duty rates amdaxigates apply,
Customs values may be deliberately overdeclared in order to rechadxet profits.
Sharing information and knowledge in this area would therefore be nyubeaiéficial.

The possibility of a joint approach to compliance management and auttithe
explored as a means to further enhance cooperation and coordination {etstens
and Tax authorities. A comprehensive and harmonized approach by the hwotiest
would lead to optimal revenue collection for the government. A comprefecsusd
harmonized approach will also benefit taxpayers and promote investment.

There is potentially a great opportunity for Customs and Tax auésotit work
together on seeking solutions to cross-border tax evasion, aggressimmimization,
and Customs fraud. Continuous dialogue between the two authorities thnowghadly
agreed mechanism is key to be able to leverage opportunities ansisactirenon
challenges relating to compliance and trade facilitation mdeetafely.
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As import/export activities may materially affect a busssss tax compliance
obligations for both direct and indirect taxes, it is esseltt#lthe legislative arms of
both Customs and Tax authorities should co-operate to ensure that thedbjeic
legislation in their respective fields do not conflict with eadtent

Customs administrations are currently engaged, at differens |éwehe exchange of
information with their respective Tax authorities. Some arbaxging information on a
case-by-case basis, while others have established an instit@gdnalechanism for the
regular exchange of information, by concluding appropriate legal/astnaitive
arrangements.

Cooperation between the two authorities is often influenced by pofaictars and the
government structure in place. Notwithstanding the organizationatste, two
authorities should work towards enhanced collaboration on issues of mutuestnt
and the seamless exchange of information through a standardized appoodcicted
in a timely and technologically sophisticated manner. Such coopeaatibimformation
exchange should be based on a mutually agreed, sustainable and rofmisbfia
keeping in view the national specificities, political and governntemttsires and
operating environments.

I/11.
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21. Open communication and continuous dialogue between Customs and Tax autBorities
the basic building block for understanding each other’s respectivearales
responsibilities, as well as complementarities. Customs shexilelrr and improve their
strategies, structures, processes and communication channels fariegha
co-operation with Tax authorities in tackling serious crimesudioh tax evasion,
organized transnational crimes and money laundering. Underpinning erdablers
effective and sustained cooperation and information exchange include -

(i)

(ii)

(iii)

(iv)

(v)

Political will and executive commitment: Political will gie top level is the
essential enabler for Customs and Tax authorities to act on theairaed
external motivations, and translate them into an effective coaperatpractice.
Once a policy decision is taken it is the commitment and involveaidr@ads of
both authorities which provides credibility and necessary drive in egstlnat
Customs and Tax officers understand the importance of the cooperation and
information exchange and actively pursue that agenda through a suigtaioess.

Legal framework: Legislative enablers and safeguards havedevetoped to
allow for the exchange of information/data for the prescribed purpadegal
framework should clearly stipulate and enable the exchange of infonfakta
between Customs and Tax authorities. It must also ensure the atiafitleof
exchanged information and limit its use to the agreed purposes. Where
appropriate, legislation should also provide that one agency is pEtnatmake
legally valid decisions based on information/data which has beeneddrithe
course of a process defined in legislation relating to the otleecggand shared
with the former.

Governance processes and resources: An adequately resourced goveotasse pr
laying down detailed cooperation mechanisms and designated contact points
should be put in place.

Cross-sectoral understanding: Each authority should develop and enhance its
capability to identify information of use to it which may be heldhsyother
authority. It should equally develop its capability to identify infaiioraand
potential risk areas that may be relevant to the other authority.

Data confidentiality and protection: There should be proper legasafds

governing data privacy and protection. Shared data should be used diayefor

fide, agreed upon purposes, and should under no circumstances be disclosed or
used for any unauthorized purpose. The legal framework should not be pedagogic
but should actually be put into practice, with clear responsibilidy a

accountability as well as sanctions and penalties for any violaBarnis

authorities need to promote an organizational culture of data confidgniihere
should be controls that both enable appropriate access and inhibit inappropriat
access, coupled with management actions such as targeted monigspumnse to



(vi)

(vii)

(viii)

(ix)
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events, testing, and auditing. The focus should clearly be on adRdIRole-
based” access principle. There are three main constructs &oprdéction -

. legal provisions
. organizational procedures and practices
. monitoring compliance and sanctions for violations.

Standardization of messaging/communication protocols: For the efficie
exchange of information, information flows (including messaging stdsjiaeed
to be standardized and harmonized to the greatest extent possible.

Information technology: Information can be exchanged in several eaysyia
paper documents. However, given the increasing volumes of data, one core
requirement is that Customs and Tax authorities should develop ity tabil
electronically send/receive, exchange, process and store infmmfdata. While
implementing or consolidating their respective systems, the uthmaties should
ensure that the systems are interoperable and explore the piyssifitroducing
a common/integrated IT system and data warehouse.

Data analytics: Given the volume of information (Big Data - Va@uWariance

and Velocity), the mere fact that information is made availiambiteilk, through

the exchange, may not necessarily be of direct use to eitherigutAny

information exchange mechanism should be dovetailed with robust daticanaly
capability. Analytical techniques including predictive analytidsagsist in

identifying patterns/trends, compliance and/or non-compliance histps, gsks

and modus operandi. Additionally, options should be explored to establishLentre
of Excellence for Customs and Tax data analytics at the natewehl This would
assist both authorities by enabling data-driven assessment rédatiognpliance

and avoidance issues.

Information and system security management: ISO/IEC 27002:2013 (Infonma
technology - Code of practice for information security managendefitjes
Information Security as the - “...preservation of confidentialityegnity and
availability of information”. It provides guidelines for organizatibimformation
security standards and information security management pracibeding the
selection, implementation and management of controls taking into catside
the organization's information security risk environm8woth authorities should
have a robust information and security management system withiauoorst
improvement mechanism. Data needs to be protected, whethert™*atrneben
being used and exchanged. The effective day-to-day management aratingnit
of security processes and controls is an essential and integraf pay overall
security system, as is the regular auditing of all secprdgedures.

Exchange of Information

1/13.
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22. The scope and remit of cooperation and information exchange betweemthe t

23.

1/14.

authorities could potentially include (but not be limited to) the foltmuwi

Data and documents, for example:

o] Customs import/export data and travellers’ currency declarations

0 Tax returns (purchase/sales data), information relating tdfergmscing/
Customs valuation cases

o] Information pertaining to domestic indirect taxes (such as ezod&/AT)
on imported goods

o0  Assessment/investigation/audit reports

o] Data on offenders, taxpayer debt and information on shell companies

Enforcement-related information/intelligence (e.g., tax evasionéylaundering,
smuggling, drug trafficking, foreign currency offences, illgatyments, other
criminal activities)

Risk profiles/indicators and selectivity criteria - including shering of other’s
enforcement targets, if noticed while examining or investigaktiag bwn
enforcement targets

Information regarding Customs/Tax defaulters and related infavmadiassist
respective recoveries

Information obtained from foreign Customs or Tax administrations,enkgally
possible

Information on trusted traders/Authorized Economic Operators
Information on compliant/non-compliant traders - trends and modus operandi
Best practices concerning tax compliance, assessment, audivastigation

General information on enterprises, legal representatives,dradesses, business
registration, financial reports and compliance programmes

Sharing of technical information on complex issues via awarenisgsgfdraining
events (e.g. tax officials impart knowledge on transfer primngustoms
officials).

Once close and sustained cooperation has been established betweerathtbdvities,
new information relevant to each other could be identified and exchangedogaing
basis, thus further reinforcing the collaboration in order to achievedmmon and
individual objectives of both administrations.
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Information can be exchanged on the following bases -

. Exchange of information on requestformation is provided when it is asked for.

. Automatic exchange of informatiomformation is provided regularly, on the basis of
an agreement, even if the counterpart authorityneasisked for it.

. Spontaneous exchange of informatitnformation deemed relevant to the work
of the other authority is provided voluntarily, without the latter haassiged for it.

. Systematic exchange of informatidexchange of tax database/documents
periodically, e.g., daily, weekly or monthly - Push basis or Pasis.

. Access to each other’s databases.
. Interconnected/interoperable or integrated databases.

. Specialized Customs and Tax data analytics to feed in intdlligsightful
information to the policy makers and administrators. This has twattbgs of
early identification of deviant behavior and encourages voluntarynatiive
compliance behavior.

IV.  Other forms of cooperation - Joint Activities

Customs and Tax authorities should explore the possibility of undertaking
coordinated/joint activities aimed at detecting and preventing reVeak&ges/evasion
and strengthening the fight against tax/commercial frauds amsh&tional crimes. A
coordinated and joint approach leverages upon the expertise and domain kn@ivledge
officials from both authorities, leading to the examination of unetaateas and an
enhanced understanding of the different risk factors.

Additionally, joint activities/approaches would lead to enhanced teaulédtion,
reduced compliance costs, increased transparency and optimatiatilizfaresources.
When planning and coordinating such joint activities/approaches, accourttertaken
of the differences between the operational processes and skdf fegstwo authorities,
bearing in mind that Customs controls are normally conducted on a trandzasis,
whereas Tax controls are account-based, usually taking place

post-facto over a period of time.

Joint Customs/Tax activities may potentially include -

. Joint risk profiling/analysis for the identification of potentiakregeas

. Joint investigations/examinations

. Joint identification of measures and their application in the figainst duty/tax
offences and transnational crime, e.g., money laundering, itécisfer of money

. Joint audits

. Coordination of control/compliance activities within Free Zones
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. Coordination and conduct of joint controls

. Coordination on transfer pricing/Customs valuation matters

. Common programmes, e.g., Common Customs/Tax Authorized Economic
Operator scheme

. Joint research and analysis on revenue-related topics

. Joint training/workshops to enhance the understanding of each other’sdole a
responsibilities and to educate officers on cross-sectoral nskshallenges

. Joint approach on legislative/policy matters and taxpayer education

. Secondment programmes involving officers being interchanged betweemeagenc
to enhance cross-sectoral capacity.

28. In the framework of furthering cooperation by implementing joint &t there
should be periodic meetings during which authorized points of contactsHeotwo
authorities will exchange, process and analyze information in toraeake operational
decisions, identify potentially risky economic operators and plan tessary joint
controls, investigations or audits, as may be necessary, foefwerification.

29. Information collected during joint activities should be passed on tekeant
authority, together with a report for the purpose of further evaluatidrexamination
under the relevant law/act. Where appropriate and possible, authshitield share the
outcomes of activities with each other; among other things, thisivwalpp with the
planning and execution of other future joint activities.

30. The Oslo Dialogug launched by the OECD in March 2011, promotes a whole of
government approach to tackling tax crimes and other financial ¢rinohsding
Customs fraud. In 2014, the work of the Oslo Dialogue led to the estadaint of
the OECD International Academy for Tax Crime Investigationctvinins foundation,
intermediate and specialised programmes for government offi@atsany agency
engaged in this work. Specialist joint training seminars betWagrand Customs
authorities could be developed in cooperation between the OECD and thetdVCO,
build capacity in this important area.

V. Developing a Memorandum of Understanding/Agreement (MOU/MOA)

31. There may be several approaches to cooperation between two autiaejesding on
a country’s needs and circumstances. Some Customs administratiens ha
administrative arrangements for cooperation, while others havefaroral
arrangements, such as: guidelines/instructions for interactiomfmmchation exchange;
technical and functional specifications; collaboration protocols;
and MOUs/MOAs on cooperation and data exchange. A few Customs adatimns
have developed additional cooperative arrangements, which include: tetkegra
administration; legal act, Ministerial decree or decisiorersagency working
groups/forums; joint committees; special task force; regulatings; informal
administrative arrangements; Customs and Tax border cooperatioescanil
secondment of Customs officers to Tax authorities.

7 http://iwww.oecd.org/ctp/crime/about-tax-and-crintmh
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Cooperation between Customs and Tax authorities could be strengthened by
a formal MOU/MOA, although it is recognized that cooperation tsmtake place in a
less formalized way.

The drafting of an MOU/MOA will help Customs and Tax authoriteeexamine and
elucidate their respective roles and responsibilities, asaswétieir commonalities.
An MOU/MOA would, therefore, enable these authorities to work haget
harmoniously, ensuring efficient collection of revenue and curbing triamsakbcrime.

Although the exchange of information between Customs and Tax authoritgtde
based on local conditions, there are some overarching consideratiocest ot
mentioned. While a legal basis is necessary, it will not erthait the exchange of
information will be successful, unless both parties proactivelygengith each other
and offer each other mutual support.

The MoU can draw upon the principles of having an equitable and mutualisime
tax base among various tax laws. This may, among other things) eationalize and
simplify and harmonize provisions of Customs and Tax laws thus malenggimpler
to comply and administer.
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36. Customs and Tax authorities may want to consider the following kesigdes/points
when designing MOUs/MOAs for cooperation and information exchangdigthis not
exhaustive):

@)

(b)

(©

(d)

©

(f)

Q)

(h)

Scope (for instance, the MOU applies to tasks related to the impositidn
collection of Customs duties and taxes, and the fight againsbeweasi other
forms of fraud).

Cooperation (for instance, the parties will cooperate to provide information
related to (i) suspicious activity seemingly related to theiewaof national taxes,
discovered while the Customs administration is conducting examinations
investigations of foreign exchange transactions and (ii) suspicbivgya
seemingly related to the evasion of Customs duties, discoveresl thail ax
administration is conducting examinations or investigations of croskeibtarx
evasion).

Other cooperation (in handling tasks that are not specified in the MOU, the parties
consult each other, taking into account the purpose and background of the MOU).

Method (for instance, exchange of information on request; automatic excbange
information; spontaneous exchange of information; systematic exchinge
information; access to each other’s databases; establishment of
interconnected/interoperable or integrated databases. Both phdigg sonsider
actively providing each other with information on suspicious activggnging tax
evasion, through relevant competent authorities).

Timeline (for instance, the requested information/data should be provided at the
earliest opportunity within the mutually agreed timeline).

Confidentiality (for instance, each party must use the information provided by the
other party only for the purpose of tax collection and investigationmarst make
the utmost effort to maintain the integrity and confidentialitthefinformation
received).

Reciprocity (a broad level of reciprocity should be maintained. One authority
should not disproportionately overburden the other authority with a large number
of requests, whei is not in a position to reciprocate to the same degree).

Governance process and resour ces (the governance structure, operational
procedures and IT requirements, supported by resource commitments,ishould
clearly outlined. For example, a joint working body involving middle-ragki
experts from both authorities could be set up to foster closer c@taboand the
exchange of information, and to examine and plan joint approachesiestikit
addition, a cost-sharing mechanism should also be clearly defined).



(i)

()
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Responsible persons (specific identification in the MOU/MOA of the nodal

contact point in each party. For instance, the Customs and Tax @ashshould
designate/authorize at least two officers to make/receivestxqeocess them,

and coordinate day-to-day activities).

Commencement, duration and amendments (e.g. date of commencement, validity
period if any and process of amendment with mutual consent to responddchange
situations, challenges and opportunities).

Working Examples

Cote d’Ivoire

India

Malaysia

Russian Federation

Serbia
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