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1.  SCOPE FOR THE PROJECT

The scope of the project covers the following operating modules:

· Intelligence modules

· Goods processing modules

· Revenue Collection and Accounting modules

· Passenger processing modules

· Enforcement modules

· Activity processing modules (Management Information System)

The external interfaces of the system are the following:

· Channel interface handling the diverse media for accessing the system

· Information interface with the data repositories in use in the public sector

· Management interface with the processes in charge of the operation of the Department

· Client interface with the diverse partners of the system

The following chart shows the scope of the requirement specification of the THESEAS project.
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A short description of the modules and interfaces follows.

Operating modules

1.1.1 Intelligence modules

Risk Analysis: the risk management modules allow controls at several levels.

· Risk analysis at waybill level in the manifest module

· Risk analysis at the SAD level in the import module

· Risk analysis monitoring based on post-clearance audit control

to detect potential risk and recommend examinations.

1.1.2 Goods Processing modules 

This is the main part of the system. The Goods Processing modules are the modules used by the automated Customs offices in their daily work with trade and transit consignments. 

They are the modules for Manifest Management, Customs Declaration processing for Import, Warehousing, Transit and Export:

1. Manifest. The Manifest module maintains up‑to‑date information about all goods presented to Customs in an import manifest. This will facilitate the control of goods. It shall:

· Manage the movement of goods through the Customs clearance areas

· Discharge cargo declaration against the out of charge note

2. Import. The Import module is a computerised system managing all import clearance based on assessment and validation of all import declarations. It shall:

· provide information to declarants on the amount of duties and taxes to be paid

· provide a link with the clearance gate in the Customs office, to verify goods against the documentation and the payment notice delivered by the bank or Customs cashier

· provide a link with other Government Services (e.g. Ministry of Health, Agriculture, Commerce and Industry etc.) through the creation of a field in the SAD in which either the declarant will enter the approval number or the relevant ministry will record their remarks before release of certain goods, where necessary

· issue out of charge notes

· ask for the discharge of a cargo declaration against the out of charge note (through the manifest system)

· balance declarations and out of charge notes

· balance the removal of goods and revenue received, in order to determine the actual status of goods: that is,

· goods subject to a duty suspension procedure

· goods authorised to be moved within a deferred payment procedure

3. Warehousing. The Warehousing module is a check-in and check-out declaration system for all goods stored in Customs bonded warehouses. 

4. Transit. The current national requirements for Transit for “inland national transit movements” can be catered for within the manifest module to be developed in phase 1.

The minimum Common Core (MCC) solution of the New Computerised Transit System (NCTS) will be implemented in phase 2 of the project so as to comply with requirements the EU Community Transit System.

5. Export. The Export module is a computerised system managing all clearance of export declarations.

1.1.3 Reference Files management

Reference Files management is associated with the Goods processing modules inter allia:

· Tariff.  a duty and taxes computation system allowing for:

· in phase 1: computing taxes (import duties, Excises, VAT and other charges or taxes as appropriate) , updating and incorporating current taxation information related to the national tariff

· in phase 2: direct application of TARIC

· Common Tables. Common Tables in the clearance module manage a number of tables that are referenced by the other modules:

· Importers/Exporters Registration File: a system for recording details of all importers and exporters

· Authorised Warehouse-keeper File

· Clearing Agent Registration File: a system for recording details of each professional declarant

· Import/Export Licences and Quotas file: a system for recording details of regulations on restricted goods for import and export, quotas, and import/export licences.

· Currency Conversion File: a system for recording, defining and updating the exchange rates that are used to calculate the duties and taxes payable in the local currency

· Valuation File: a system to determine acceptable import/export values. These are classified by Customs code headings, commodity description, manufacturer, quantity, country of origin or destination. Valuation data will be obtained from sources such as historical invoices, catalogues, vendor price lists, and questionnaires.

· Legislation File: a system for recording details of Customs regulations on prohibitions and preferential rates. This is used to simplify the management and validation of documents, and to enable the operator to benefit from exoneration or exemption on certain products. This system shall include imaging and indexing facilities for both new legislation and text available only in hard copy.

· Restrictions, exonerations, Exemptions File: a system for recording details of the regulations on restricted, exonerated and exempted goods on import and export.

· Foreign Exchange Control File: a system for recording details of foreign exchange regulations. It is used to simplify the management of the foreign exchange reserves by declared value of cargo declarations through form EC2.

1.1.4 Revenue Collection and accounting

The revenue collection and accounting modules take into account all payment, deposit, and debts of all importers and Customs clearing agents .

Payment. The Payment module receives payment transactions from cash and credit remittance in connected Customs offices. It shall:

· Perform collection of duties and taxes, and fines following legal sanctions after fraud detection

· Issue a payment slip, which confirms that the declarant has paid and records the means of payment used

· Accept Excise payment for locally produced goods

Accounting and Collection. The Accounting and Collection module establishes a system with all the necessary accounts for the different types of credit and non‑credit Customs duties, excise duties, VAT and other charges. It is in charge of:

· producing revenue reports to be addressed to the local and national level of the Customs Administration, and other government agencies

· recording the reimbursement of excess duties and taxes on the basis of specific requests from declarants

· the transfer of collected revenues to the Accountant General

· compilation of statistics on revenue collection, refunds and administrative penalties

· the administrative penalties shall be recorded on a post-entry (SAD) from data elements 47 with separate entry reference number for identification of own resources management. A cross reference to the original SAD entries and decision numbers shall be recorded on the post-entry. 

· the administrative penalties will be automatically assessed by the computer system

Guarantee. The Guarantee module maintains up‑to‑date information about guarantees and prepayment accepted by the Cyprus Customs , and accounts for draw and settlements. It is in charge of:

· the management of financial guarantees, demands and refunds to cover Customs economic regimes

1.1.5 Passenger processing modules

The Passenger Control processing modules will allow :

· Passport file updates used to verify passenger details.

· Passenger information will be used to:

· identify planned passenger actions prior to passenger arrival /departure and transit (with no stopover); and

· ensure sufficient Customs staff are available to process the passenger arrivals and departures.

· Passenger description will be used to:

· obtain physical description of passengers of interest prior to their arrival/departure; and

· create a “selection profile” for targeted control.

· Passenger movement details will be used for data matching and statistical analysis.

1.1.6 Enforcement modules

Enforcement and Legal Procedures require specific functions, including:

· Organisation of procedures for the detection of fraud.

· Application of legal sanctions.

· Development of investigation activities.

· Log and track evidence.

· Prepare and follow up case management file.

· Produce statements of infractions, and notify offenders.

· Implement procedures for the capture and seizure of goods.

· Settlement of disputes.

· Follow-up on trends in fraudulent practices.

· Analysis of the trends in fraudulent practices.

· Produce directives and instructions, targeting controls at specific areas of concern.

1.1.7 Activity processing modules (Management Information System)

In addition to the goods and passenger processing modules which implement the general procedures related to Customs management and control activities, Activity processing modules will allow

· To manage the general workflow of operations in the Department

· To track different stages of these activities in process in the Department, such as the follow-up of files for a request under processing

· To record activity and enable anticipation in the workload related to administrative work

Management Information. The Management Information module compiles summary information from a number of modules in the system including data extraction for operational control purposes. The module also gives access to a number of functions and tables.

In order to achieve a reliable and efficient Management Information System, the intrinsic functions must be implemented within the scope of an overall information flow system. The principle requirements in terms of functions to be defined and/or implemented are as follows:

· Record details necessary for the management of Customs activities, including items such as:

· key indicators from Customs application areas

· key indicators from Administrative Support areas

· comparisons with forecast and budget figures

· relevant information from government agencies

· Provide management information at the level of detail required by the Customs Administration and government.

· Make available pre-defined and regular reports at the local and HQ levels of the Customs Administration.

· Make available management information to government agencies at the level of detail required.

1.2 External interfaces

1.2.1 Channel Interface

The interface with the users of the system is implemented with up-to-date technology:

The internal or external end-users. They are connected through a Web based interface allowing both advanced ergonomic features and thin client benefits, especially in the management of the client systems.

The business partners. They are connected for Business to Business (B to B) communication through the exchange of UN EDIFACT Customs standard messages

The security features. User identification and confidentiality of the exchanges have to be implemented through the use of secure procedures and protocols based on Internet standards.

Access to the system will be open to the following users:

( Customs Officers: they will be located in Customs Headquarters, and all Customs offices in the airports, the ports and post-offices and Nicosia district office.

Customs Officers will be connected through intranet and will have access to Goods Processing Modules functions depending on their rights

( External trade agents, carriers, importers, which will be connected mainly through Internet; they will need a PC with internet access.

( Security officers and  system administrators, which will have the mission to define the rights of every users and the task of maintaining  the system in operation : they will perform administration on  the various servers, define the parameters of every network equipment (passwords for remote users.

The new system will allow the connection of more than 355 Customs users and several thousands of registered agents for extranet access.

1.2.2 Client Interface

Client interface is technically much more the same as Channel interface.

However, it does not cover day to day access for production purposes but ad-hoc access for a specific purpose or time to time  transfer of data with a foreign or government agency or trade partner. The security system put in place shall be able to cope with such cases.

Interconnection interfaces: the Customs System will be interconnected with data bases and systems running outside the Cyprus Republic, especially in the EU for:

· TARIC

· Quota/Surveillance

· EBTI

· Suspense

· ECICS

· ORNET

· TCO/TCT

· SEED

1.2.3 Information Interface

The information interfaces regroups the access to other systems:

· Either needed for the smooth operation and the update of the system

· Or seeking operational information from the system

All the information interfaces (either current or new) shall be determined from the elements provided by Cyprus Customs and DITS then implemented and documented accordingly.

An interface to get a copy of all the export manifest made by CPA for goods in transit is to be provided.

1.2.4 Management Interface

This interface is used for standard reporting activities and several ad-hoc management information facilities.

2. FUNCTIONAL requirements (phase 1 and 2)

2.1 The Risk Analysis System

International trade is currently undergoing major changes as a result of increasing globalisation, changes in production and procurement methods (e.g. just in time), new international trade agreements, more lenient regulations concerning the movement of goods across borders (e.g. within EU). All these factors are placing increasing pressure on the Customs authorities to expedite the movement of goods without reducing control. 

The required risk analysis system shall support Customs officers in their clearance work by enabling them to quickly and effectively evaluate the credibility of import declarations with a view to determining which of these require closer investigation. With the system Cyprus Customs shall be able to concentrate their control effort on those shipments posing the highest risk while providing those with a low level of risk as unhindered passage as possible. The system shall also be able to be used for export risk analysis and risk analysis of companies as a whole.

2.1.1 General process

The system shall support a three phase clearance model for import:


· interception of pre-defined high-risk situations  

· complex risk analysis  

· statistical sampling 

[image: image3.png]Risk Analysis Process

Physical

Phase 2

hi

-

e,

Risk





Figure 1: Phases in Import Clearance

Pre-defined Risk 

Because of the nature of the risk associated with certain types of shipments, it is vital to detect such shipments instantaneously. Risk profiles (i.e. risk traps or risk criteria) with which to evaluate the information in the import declarations shall be able to be established on the basis of the cumulative experience of an organisations Customs officers and specific information from the international Customs community. Consequently any shipments for which the declarations meet at least one of the risk criteria will be able to be stopped when the goods actually arrive at the border so that a physical investigation can be conducted.

The risk profiles shall be represented by pre-defined sets of rules ranging from relatively simple to highly complex rules for pinpointing situations. A example of a simple rule is  “commodity code is equal to xxxxxxxx and country is equal to yy’. More complex rules shall also be possible, combining different combinations of conditions and derived threshold values. Most risk profiles have a  relatively short life span – perhaps just a few hours, a day or a week, which means that it is vital to be able to continuously update rules or define rules. 

In addition to being able to determine which shipments shall be stopped at the border, the system shall also generate instructions to be carried out during the physical investigation of the shipments.  

Complex Risk Analysis

Other risks are more complex in nature, and as such cannot be identified by pre-defined risk profiles. Such situations require a more extensive analysis to determine the actual level and type of risk. The different potential elements of risk shall be represented by so-called risk objects, where the combined risk is represented by multiple risk objects, each with an associated a set of conditions, an associated set of parameters - such as importance and period for which the object is valid – and a risk value (collectively referred to as the analysis definition). In order to ensure maximum flexibility in the system the analysis definition shall be user definable. 

Part of the risk representation shall be a risk score which is calculated by combining (using a weighting factor), the risk values for each risk object. Ranges of scores shall be able to be grouped into different risk categories, such as High-risk, Medium-risk and Low-risk. A significance function shall be used in order to avoid having to inspect high-risk shipments of low value. The ranges of scores representing a category shall be easily adjustable in order for the Customs to be able to adapt the workload to the present staff resources in the various Customs offices.

The system shall also have an in-built by-pass mechanism for certified companies, which means that shipments from these companies will be always evaluated ‘green’ as long as their certification is maintained.

Statistical sampling

In order to ensure complete fairness in the clearance process, all shipments are also subject to random interception (or spot checks). The system shall support a number of different methods of random interception, such as interval selection (e.g. every 500th shipment shall be picked out for investigation) and statistical sampling, based on various other statistical models. The conditions for spot checks shall be able to adjusted depending on, e.g. resource availability.

Results

The result from the three phases of analysis shall be instantly available to the relevant Customs officer, with the output being provided as reports (screen or print) and/or as updates to the actual declaration record in the production system. Log and history files shall be available throughout the system.

2.1.2 Risk analysis on Manifest

Selection of goods for examination in the Manifest Module can be made by control parameters in the Risk Analysis Module.

The following elements or combinations of these elements can be used in the selection of transactions to be checked:

1. Name of the consignee

2. registration number of the authorised carrier

3. Identity of means of transport

4. Nationality of means of transport (code)

5. Mode of transport (code)

6. Place of loading (code)

7. Manifest status (code).

8. Place of entry.

9. Description of the goods

For the document check and the examination of the goods a print may be taken of the transaction which have been selected for control.

The control parameters influence only the registration places, which fall under the Customs office, and which have entered the control parameter.

If, for control reasons the Customs office finds that a control parameter shall be nation-wide, a request for this may be sent to a Control Division in the Customs and Excise Department containing the necessary information, including the desired duration of the control parameter. If the request is complied with, the Customs and Excise Department will cause the control parameter to be entered in the Manifest Module.

Centrally entered control parameters, which have been entered by request, may e.g. occur towards individual selected enterprises or means of transport.

Furthermore, in case of effectuation of control actions, etc. Customs may enter control parameters covering all Customs offices. In such cases the control parameters are put in such order of priority that the parameters with the lowest number have the highest priority, and centrally entered parameters have priority over locally entered parameters.

2.1.3 Risk analysis on SAD

When a SAD has been validated it is automatically passed on to the Risk Analysis system, which screens the SAD data with a view to determining which consignments require an examination of goods and documents. The result of the physical control is also input into the Risk analysis system.

2.1.4 Control actions

Physical goods checks decided take place while the declaration for home use is examined. If the goods are examined, the examination may either be a summary examination or a detailed examination based upon risk analysis techniques and computerised selectivity.

Control parameters. To create a flexible system the selection of declarations for check of documents and examination of goods might be made by "control parameters" by intelligence (targeting). Different elements can be used in the selection of declarations to be checked.

The selection for checking is made by entering control parameters locally and centrally in the Risk Analysis Module. A control parameter will consist of elements selected from the declaration.

Furthermore, in case of effectuation of control actions etc. Customs may enter control parameters covering all Customs offices.

For the document check and the examination of the goods a print may be taken of the transaction which have been selected for control.

Random sampling. Another possibility is a combination with selection by random sampling ("bingo" system), e.g. 5 % of the transactions.

Post-facto checks. Post-facto checks in the enterprises of declarations for home use submitted on diskette or on-line would be the most flexible solution.

In the enterprises it will be possible to check the clearance for home use, Manifest registration, invoices, tariff description, value, origin and to compare the transactions with the enterprise's accounts.

2.1.5 Post clearance Risk analysis monitoring, Configurability

In recognition of the fact that it is the intention of the Cyprus Customs to use the risk analysis system in many different situations (import, export, general investigations of companies) and that within each area of usage circumstances are continually changing, the system shall be designed to be highly configurable. To support this configurability, the solution shall be supplied with an administration tool designed to facilitate the continuous updating and defining of risk profiles, analysis definitions etc. Furthermore the system shall enable risk profiles and analysis definitions to be able to be configured so as to apply differently to different Customs offices. 

2.1.6 Interfaces etc. 

Data, which the risk analysis solution uses, will potentially come from a number of different sources - the Customs production systems, a data warehouse, via the Internet/Intranet or from various other sources. Exchange of data between the risk analysis system and the other modules in the import system shall occur via relational database tables according to de-facto standards. 

The system shall be able to run in both real-time and in batch mode. 

2.2 Manifest system specification

At the “border point", the carrier at arrival has to present the vehicle (ship or aircraft) as well as the documents regarding the vehicle and goods (transport documents and possible transit documents).

All goods, which are introduced into the Customs territory, regardless of whether they are liable to import duties and taxes, shall be declared to Customs and the goods may be subject to Customs control.

Customs control upon arrival of commercial means of transport and goods shall be limited to measures necessary to ensure compliance with laws and regulations.

Registration of the manifest, etc. will take place at the “border point” (seaport, airport or post office).

2.2.1 Registration of a summary declaration

Whatever the means of conveyance arriving on the territory, the carrier or his authorised representative has the obligation to provide to the Customs authorities a summary declaration of the goods introduced on the territory (the Manifest).

The Manifest can be stored in the Customs Information System any time before the ship’s expected arrival in Cyprus, and should be registered at most 24 hours after its actual arrival. These delays are a parameter of the system, and can be changed by the Customs authorities.

Other types of summary declarations are Deconsolidation and Transit.

2.2.2 Customs Store

The goods awaiting Customs clearance are considered being in “Temporary Storage”. Customs approved temporary storage areas are called “Customs areas” in the following. Customs areas include port docks and sheds, private airport sheds, post offices, and other Customs controlled areas.
Every Customs area has a unique identification number in the Manifest system to indicate where the goods are physically stored until they are released after clearance by the adequate declarant. Each Customs office is considered having its own storage area. Therefore, the Customs office code is used as the code for this storage area.

The exact location of each package in the various sheds and container areas is the responsibility of the Customs store operator or Cyprus Port Authorities, and is not covered in the Manifest system.

2.2.3 Integration with the Import clearance system

Arrival of the goods

Goods arriving on the national territory must enter a Customs regime within a period of time starting from the arrival of these goods on the Customs territory, and specified by the Customs regulations. 

The goods must be referenced in a Customs declaration (usually based on the Single Administrative Document structure) indicating the Customs regime requested (e.g. import for home use, entrance in a bonded warehouse...), the nature of the goods, their quantities, values, and any other required particulars.

The Manifest module offers an interface to the Import module to provide it with the description of the manifested packages, and to avoid re-entry of information.

The unit for an SAD is the Transport Document (Air Waybill or Bill of Lading), which is assigned a unique reference number by the Manifest module. This number is referenced in the SAD.

During clearance

At anytime during the clearance process, the Import module can obtain from the Manifest register the information that discrepancies have been recorded on the transport document. This is done through an interface between the two modules.

Exit from Customs Area

After the import clearance is finished, (i.e. Tariff has been computed and payment or securing has been performed), the declarant is entitled to take his goods away from the Customs Area.

On exit, a Customs area operator runs an Check Packages report to verify that the status of the SAD in the Import module qualifies the transport document for exit from Customs area. This is done through an interface between the two modules. In case the status of the SAD is not satisfactory (this is decided by the Import module), the Check Packages report cannot be accepted and the goods are prevented from exiting the Customs area.

2.2.4 Removal of the goods

After the approval of a transit operation or an import clearance procedure followed by the payment of the taxes and/or the establishment of the needed guarantees, the declarant is entitled to take the goods away.

The Customs area operator informs the system of each removal. If the system detects that the TD does not qualify for such removal, the Customs store operator is informed so that he can take the necessary actions.

As requested by Cyprus Customs, in the case of Port Customs areas, the removal is recorded by the system when conditions for removal are fulfilled.

If there are no discrepancies present, the validation of the exit from the Customs store results in the discharge of the corresponding transport document in the Manifest Register. In case of discrepancies present when the goods are removed, the transport document will be discharged by the “manual discharge” transaction when decided by Customs.

2.3 Import Declaration Processing Module

2.3.1 Purpose

The purpose of this module is to support the clearance of imported goods according to Customs laws and regulations. Furthermore, the module maintains a complete database of up-to-date information about all imported goods, and produces figures for fiscal and foreign trade statistics.

The module is based on the idea that all consignments can be cleared through the Customs by Customs clearance declarations worked out by the importers or Customs clearance agents before the actual consignments have arrived at the borders. When the consignments have reached the border destination and the necessary Customs clearance information is available for the Customs, the consignments can be released immediately for home use, if no Customs control activities have to be carried out by the Customs in relation to the actual consignment. 

The procedures shall partly ensure the business community a quick turnaround and delivery of goods (the ”just in time” principle), and partly ensure that Customs is able to meet the control demands set out by the Cypriot Government, and the EU. Furthermore, the procedures shall permit a more effective utilisation of resources.

On any import of goods, a declaration for home use (SAD) must in principle be delivered which may form the basis of control of all goods imported.

The purpose of the clearance for home use is:

· the collection of possible import duties and charges;

· the elaboration of the foreign trade statistics;

· to ensure that the special import provisions are observed, and

· the Customs control of authorisations in case of favourite treatment and warehousing.

2.3.2 Declarant

Both authorised Customs clearing agents and registered importers can submit a declaration.

2.3.3 Place of clearance for home use

The clearance for home use must either take place:

· if the goods are placed in an approved warehouse or compound belonging to Cyprus Port Authority, an approved warehouse belonging to an airline, in the warehouse of a post office or stored in a Customs warehouse: at the Customs office where the goods are situated; or

· if the goods are stored at the importer’s premises: at the Customs office where the importer is situated.

2.3.4 The declaration for home use

The form used as declaration for home use is the Single Administrative Document (SAD copy 6,7 and 8). Generally, the SAD shall also be used for all other special Customs procedures. The information is either submitted:

· by Internet;

· on paper: in that case, the Customs officers will operate the key-in process

To submit a declaration by Internet, the declarant must have a special authorisation to make sure that there will not be any juridical problems or technical problems concerning communication between the enterprise and the Customs

The control at the Customs could either be based on the information submitted in the declaration depending on the selected control of the declaration:

If the declaration is selected for control, documents providing evidence of the situation of the goods shall be presented. The control will be performed in respect of e.g. health or phytosanitary regulations, documentation has to be presented at the registration.

If the declaration is not selected for control, the documents providing evidence of the situation of the goods shall be filed at the importer together with a copy of the declaration. The control will be performed as post audit control

The present situation could also be sustained and the declaration transfer shall always be supplemented by the documents providing evidence of the situation of the goods in respect of the various regulations to which they are subject. These documents include a copy of the Manifest registration (counterfoil), commercial invoices, origin, quality, health or phytosanitary certificates, transport documents, etc.

A declaration for home use is not required for:

· non-commercial operations;

· operations concerning low-value goods;

· traveller's personal luggage.

Instead of a declaration for home use, the Customs may require an invoice or other commercial documents.

2.3.5 Clearance

2.3.5.1  Check of declarations on paper

After receipt of the SAD, the Customs office first makes a documentary check.

The entry and the supporting documents (invoices, transport documents etc.) are checked to ensure that the declaration is completed in such a way that the clearance may be accepted.

Checks are made to ensure that:

· the entry form is correctly completed and signed;

· the necessary supporting documents are present.

The Customs office now enters the declaration in the computer system. The computer before accepting the entry automatically checks if:

· the registration number of the authorised declarant is valid according to the Customs' Register of Enterprises;

· the declarant is entitled to act as declarant;

· the registration number of the importer is valid according to the Customs' Register of Enterprises;

· the importer is entitled to credit for duties and taxes;

· the codes used exist;

· the duty rate stated is in agreement with the classification;

· the exchange rate is correct.

The entry, the copy of the Manifest registration (counterfoil), supporting documents (invoices etc.), tariff description, value and origin etc. are checked.

If the Customs office wishes to examine the goods, the examination of the goods takes place while the declaration for home use is checked and after payment.

When the declaration is accepted, the declarant will get back a copy of the declaration.

It is requested to be able to enter the declaration through a diskette or a flat file presented by the declarant.

Furthermore, authorised clearing agents and importers will be provided with a set of files which will enable the agent or the importer to validate the SAD off line and in advance.

2.3.5.2 Check of declarations submitted via Internet

It is requested to be able to enter the declaration through a flat file on the workstation of the declarant.

Furthermore, authorised clearing agents and importers will be provided with a set of files which will enable the agent or the importer to validate the SAD off line and in advance.

The computer before accepting the entry automatically checks if:

· the registration number of the authorised declarant is valid according to the Customs' Register of Enterprises;

· the registration number of the importer is valid according to the Customs' Register of Enterprises;

· the importer is entitled to credit for duties and taxes;

· the codes actually used exists;

· the stated duty rate is in agreement with the classification;

· the exchange rate is correct.

If documents providing evidence of the situation of the goods in respect of the various regulations to which they are subject has to be presented, the following checks have to be made:

After receipt of the supporting documents, which are numbered according to the Manifest registration number, the Customs office first makes a documentary check.

Checks are made to ensure that the necessary supporting documents (invoices, transport documents, etc.) are present.

The information entered in the computer, the copy of the Manifest (counterfoil), supporting documents (invoices etc.), tariff description, value and origin, etc. are checked.

If the Customs office wishes to examine the goods, the examination of the goods takes place while the declaration for home use is checked and before payment.

When the declaration is checked, the declarant will be informed about the acceptance of the entry.

2.3.6 Payment of Customs duties and charges

See chapter / Accounting.

2.3.7 Main operative functions

2.3.7.1 Registration of SAD

The clearance is based on the Single Administrative Document (SAD). Only data from the SAD has to be entered. The registration can be done from a browser (Intranet and Internet).

The unique number assigned by the Manifest System will be used as SAD-number (to be inserted in box 7). However, it will be possible to enter a SAD in the system without a manifest as previous document.

2.3.7.2 Customs Clearance Procedures supported

The Import module supports two procedures – Express and Standard – dependent on which information is supplied at the time when the goods cross the border.

2.3.7.2.1 Express procedure

The Import module supports Customs clearance under an express procedure in cases where it is possible to register a commodity code etc. not later than at the border crossing of goods. This means that the system can immediately after the border crossing inform whether the goods are released or selected for control.

This procedure is based on a simplified or complete express declaration being supplied at the border crossing of the goods.

2.3.7.2.2 Simplified express procedures 

When the simplified express procedure is used the Import module checks that the importer is authorised for this procedure.

The simplified express declaration contains transport information, commodity code, country of origin, approximate value and some other particulars. The approximate value is used in the Risk Analysis for estimating the importance of the declaration.

In the Import module the simplified declaration can be “built up” gradually already before the goods arrive at the border, so that the declaration is ready at the time of declaration of the goods to Customs.

The goods are declared immediately after arrival at the border. The simplified express declaration may be accepted, when the actual time of arrival has been input in the system.

The simplified express declaration must be followed up by a declaration containing the remaining clearance information ( supplementary express information), which is primarily used for calculations and statistics.

2.3.7.2.3 Complete express procedure 

The complete express declaration, which contains all the information needed to finish the clearance, may be submitted at the border crossing instead of a simplified express declaration. 

2.3.7.2.4 Standard procedure

The Import module also supports a standard procedure, which must be used by enterprises not providing an express clearance declaration. This implies that the goods may be warehoused in a “Temporary store”. By declaration to Customs clearance, the temporary storage is followed by a standard clearance. When the standard declaration has been input into the system, release/selection for control is made immediately after acceptance of valid information, however, subject to a possible time-out.

2.3.7.2.5 Warehousing in a temporary store

Authorisation to a temporary store may be given on application and is registered in the Import module. Goods which are temporarily stored are registered in the import module. They may be transferred wholly or partly to a new consignee, cleared by standard clearance or exported.

A procedure will be developed to cover the transfer of ownership in bond and this procedure will be integrated into the computer system

When the declaration data have been electronic registered in the Import module they go though a validity check and a risk analysis. 

2.3.7.3 Validation of SAD

When the SAD has been input into the Import system the system calls the Tariff system for validation of country code, quota, nomenclature code . Then the rest of the fields are validated against the data in the common tables. Consistency of the entry and values of codes are checked against tables and according to procedure codes (entry types):

· valid importer according to the Enterprises Register of the Administration

· the importer is entitled to credit for taxes and duties (prepayment or under a guarantee scheme), if the accounting system of the Administration supports this

· logical coherence between fields

Furthermore, the system will check that the company has the necessary import licences.

For goods subject to quota control the module will reduce the quota according to the imported amount. This function presupposes that the administration has a database with the necessary quota information. 

2.3.7.4 Calculations

Duties are automatically calculated based on the specified tariff heading and the calculated Customs value. This functionality in the system shall rely on access to a National Tariff. Values in foreign currencies are automatically calculated in local currency (current and historical values are stored in the system).

The module can operate a number of different import duties (Customs duty, excise duty and VAT rates) and related procedure types (relief/free codes according to end-use).

When duties and VAT to be paid have been computed by the Import system the amount is transferred to the accounting system for each line of goods in the SAD. 

2.3.7.5 Risk Analysis of SAD 

See relevant section

2.3.7.6 Approval of SAD

Information about the result of validity control and risk analysis etc. and about release of the goods for home use is provided by the Import module. The approval can be made automatically or manually depending on the procedure and data in the SAD.

2.3.7.7 Goods control

If the goods are selected for physical control, they cannot be removed from the border (understood as one of the following 3 places: the registration Customs office, the authorised consignee’s address or the storage address of the temporary store) before the authorisation of Customs is available.

2.3.8 Output from the Import module

The Browser based On-line enquiry screens give quick overview and detailed information on recorded entries and on the status of the declaration in the flow through validation and Risk analysis.

Requested print is sent to a local printer.

Output about release or control of standard clearance declarations and complete express clearance declarations is generated as soon as it has run through the risk analysis, subject to time-out. 

After calculation an invoice line is sent to the accounting system for each line of goods in the SAD.

Output about the imports is file transferred to the Statistical office.

The system contains about 25 standard reports. See list in binder on User-interface and Functionality.

2.3.9 Database

The main database structure of the Import module contains entities related to the Import entries: Transportation Information, other Heading Information, Item Information and Duty, and taxes information (including VAT).

2.3.10 Tables

The module draws on Common Tables. They shall include:

· Certificate codes and goods relations

· Calculations types and preferences

· Authorised Customs clearance agents

· Authorised importers

· Bonded warehouse keepers

· Banks codes and guarantee organisation

· Others as needed

2.3.11 Audit trail

Each change to the database is recorded in last-change-dates together with the identity of the person who performed the update.

2.3.12 Integration to other modules

The Import system has interfaces that are used for exchange of data with the following systems:

· Manifest system

· Accounting system

· Export system

· Tariff system

· Quota system

· Data warehouse system

· System of Statistical office

· Guarantee system

· Bonded warehouse system

· Transit system

· Temporary importation system

· Others as needed

It is expected to have an evolution on these interfaces to allow integration with the modules implemented in the Cyprus Customs Information System.

2.4 Bonded warehouse processing

2.4.1 Clearance of warehoused goods

The SAD (6, 7 and 8) is used for the storage of goods in the customs warehouse and for the clearance of the goods for import (SAD copy 6, 7 and 8) and export (SAD copy 1, 2 and 3). Both the entry of goods into the customs warehouse and the removal of the goods from the customs warehouse are managed by the procedure code in box 37 of the SAD. At all transactions, the original reference number assigned by the Manifest Register or the Import System shall be stated in box 40 of the SAD. This procedure will give Customs possibility to follow the life cycles of a reference number.
When the export system is implemented it will be possible to follow all transactions to and from the individual customs warehouse.

2.4.2 Entry of goods into a customs warehouse

Imported goods cleared for warehousing, rewarehoused or goods from another Customs Procedure. Goods will be entered into a customs warehouse (A to F) by the warehouse keeper or his agent via the Import system. 

2.4.3 Exit of goods from a customs warehouse

The discharge of goods from a Customs warehouse must always be accepted by the Customs. The warehouse keeper or his agent cannot have access to information in the warehouse module.   

Clearance of goods for home use. Clearance of goods for home use from a customs warehouse is made by submitting an import declaration (SAD) via the Import System. When the system has accepted the declaration the warehouse module is automatically updated with the information.

Export of goods. Export of goods from a customs warehouse, is made by presenting an export declaration (SAD).

The customs warehousing procedure shall be discharged when the export declaration is certified. In Phase 1 the discharge for export shall be made, by the Customs entering discharge information into the system, when the goods have left Cyprus customs territory.

In Phase II the export system will automatically discharge the information about the goods in the warehouse module.

2.4.4 Transfer of goods between warehouses. 

Goods may be transferred from one customs warehouse to another customs warehouse by using a transfer procedure similar to that of the internal transit procedure. 

The warehouse keeper at the warehouse where the goods are stored must prepare a SAD declaration on paper. After approval by customs he can move the goods.

The warehouse keeper receiving the goods shall present the import declaration (SAD) to the Customs when the goods arrives.  

The warehouse keeper receiving the goods shall then key in the import declaration (SAD) into the import system. The system will select the declaration for control or clear the declaration. When the declaration is cleared the warehouse module is automatically updated with the information by opening a new account. At the same time the warehouse module will discharge the goods on the account at the previous warehouse.

The warehouse keeper or his agent must print and sign a copy of the accepted declaration and send it to the previous warehouse keeper.

2.4.5 Pre-arrival notification of warehoused goods and discharge of receipts

The Bonded warehouse system will include the facility for the pre-arrival notification of goods to the destination warehouse and the acknowledgement of the discharge of the receipt after finishing the transfer between two warehouses.

2.4.6 Monitoring of usual forms of handling and temporary removal

The bonded warehouse system will provide the possibility for the monitoring for temporary removal and operations of the usual forms of handling through the records of commodity code, value, net mass, supplementary unit and quantity.

Customs will record into the system the authorisation number, dates and types of operations (from predefined list) approved by them.

2.4.7 Transfer of goods to a free zone. 

Goods may be transferred from a customs warehouse to a free zone by presenting an export declaration (SAD). The customs warehousing procedure shall be discharged when the export declaration is certified. In Phase 1 the discharge for export shall be made, by Customs by entering discharge information into the system, when the goods have entered the free zone.

2.4.8 Change of ownership

The system will provide the possibility to change ownership within the warehouse module.

2.4.9 Balancing

Through the information of space 40 in the check out SAD’s, information that shall contain the corresponding check in SAD number, the system will be able to issue a report on the items declared as present in this stock.

2.4.10 Destruction or abandonment of goods 

Destruction and abandonment of goods will be based on a written request from the warehouse keeper or his agent and when accepted and finalised, the discharge of the goods will be made by the customs by entering discharge information into the system.

2.4.11 Prohibitions and restriction

Prohibitions and restriction are covered under the risk analysis module in the import system. 

Coding should be created for special conditions. 

2.4.12 Post audit of warehoused goods and warehouse

The bonded warehouse module provides a number off reports described im paragraph 6 of this document, which can be used for audit purposes.

The tool for selection of customs warehouses and depositors for audit will be the General Risk Analysis module through its basic audit functions (from Phase 2 of the project). Dedicated reports can be used from Business Objects as well (from Phase 3 of the project)

If the result of the post audit is that additional customs duties and taxes as well as a penalty according to Cyprus Customs legislation have to be collected, the claim must be entered into the Accounting System and the person in question must be notified about the claim.

2.5 Export Declaration Processing Module

The export module will handle the export SAD’s and the functionalities of this module will mirror the relevant functions of the declaration system already described in the Import module description.

The use of the manifest system is not included in the description of the export procedure, but can, if necessary, be included.

On any export of goods, an export declaration must in principle be delivered which can form the basis of the control of all goods exported from Cyprus or deposited in or removed from a Customs warehouses, etc.

The purpose of the export procedure is:

· the Customs control of authorisations in case of favourite treatment and warehousing;

· the duty control of the writing off in the excise accounts in excise registered enterprises or of the repayment of duty in matters of authorisations;

· the collection of possible export duties;

· the elaboration of the foreign trade statistics; and

· to ensure that special export provisions are observed.

2.5.1 Declarant

Both authorised Customs clearing agents and exporters can submit an export declaration including outward transit for export.

2.5.2 Place of clearance for export

Physical check of goods may take place either at the Customs office or at the loading of the goods in the vehicle at the premises of the enterprise.

Goods transported by ship or aircraft. Goods transported by ship or aircraft have to be declared for export at the Customs office in the sea- or airport of departure.

Goods transported by mail. Goods to be transported by mail must be declared for export in a city with a Customs office.

Non-commercial exports by private persons are normally not subject to export formalities if the value of the goods is low.

2.5.3 The export declaration

The form used as export declaration is the Single Administrative Document (SAD copy 1, 2 and 3).

The information given in the SAD can either be submitted by the use of the Internet or on paper.

To submit an export declaration by the use of the Internet, the declarant must have a special authorisation to make sure that there will not be any juridical problems or technical problems concerning communication between the enterprise and the Customs.

Classification information and statistical information about transport and goods have to be presented in the declaration.

The export declaration has to be accompanied by documents providing evidence of the situation of the goods in respect of the various regulations to which they are subject. These documents include commercial invoices, licences, origin, quality, health or phytosanitary certificates, transport documents, etc.

An export declaration will normally not be required for:

· non-commercial operations;

· operations concerning low-value goods;

· traveller's personal luggage.

Instead of an export declaration, the Customs may require an invoice or other commercial document.

2.6 Transit

2.6.1 Inward Transit

2.6.1.1 Goods transported by ship

Inward transit of goods between the seaport of entry and other Customs offices can take place on the basis of a special “Inward Transit Form” and the new place of temporary storage is inserted into the Manifest System and also the acceptance of the place of arrival.

The goods may not be released before permission from the Customs is given.

2.6.1.2 Goods transported by air

Inward transit of goods between the airport of entry and other Customs offices can take place on the basis of a special “Inward Transit Form” and the new place of temporary storage is inserted into the Manifest System and also the acceptance of the place of arrival.

The goods may not be released before permission from the Customs is given.

2.6.1.3 Mail

Transfer of goods between the post office of registration and another post office can take place on the basis of a special “Inward Transit Form” and the new place of temporary storage is inserted into the Manifest System.

The goods may not be released before permission from the Customs is given.

2.6.1.4 Transit guarantee management

The processing of transit declarations requires access to the guarantee management.

2.7 Temporary importation (Temporary admission)

Import goods will be cleared for temporary importation through the “Import Declaration Processing Module”. The special procedure codes actually used will enable the customs to identify such declarations. The importers must provide cash security or guaranties prescribed in the customs legislation.

At the re-exportation of temporary importation goods must be used special procedure codes.

The release of guaranties etc. will take place on the basis of the information from the import and export procedure modules considered by the Customs during formal consideration of the individual cases.

The new computerised import module will be designed in such a way as:

· either to integrate to the current temporary import system

· or to have a possibility to include the functionality required for temporary importation in phase 2 of the project

2.8 Reference files management

2.8.1 Tariff system

2.8.1.1 Cyprus Customs constraints management:

Cyprus Customs national regulations are today implemented on separate systems (one MS-DOS system for direct imports, one SCO system for ex-warehouse).

The national regulations and nomenclatures on which present taxes (including duties and VAT) are calculated shall be applied on the new computerised system during the whole pre-accession period and even after the official date of the  EU accession for national regulations or measures.

Practically, the tariff sub-system must be able to help the Customs Department in its move towards the EU Tariff definition – TARIC ‘TARif Intégré des Communautés’.

The presented solution must comply with these both constraints. 

2.8.1.2  Tariff implementation:

The following chart shows the required implementation on two phases:

[image: image4.png]
The European Combined Nomenclature (1-8) is implemented for phase 1, however, existing Cyprus Customs Headings (9 and 10) have to be used in order to apply Cyprus measures and calculate the taxes as today. This will insure no risk on the Custom Incomes due to the computerised system.

Nevertheless the implementation must prepare a move towards TARIC in the first step:

· By the compatibility of the nomenclature heading size (10 digits)

· By the usage of a standard data base for both nomenclature and measures

· By the implementation of a measures application mechanism aimed at replacing the hand-coded programs running in the current systems

· By the implementation of a clear interface between the clearance system and the running Tariff system in order to be able to implement interface to TARIC upon accession

· By the ability to keep some local measures, especially in the area of community protection.

The current hypothesis to be taken is that

· Cyprus will keep a national Tariff in phase 1

· Cyprus will then make legislative adjustments in order to enforce TARIC on its territory. The system shall be prepared to support TARIC during phase 2

For that purpose, the TARIFF is based on the following elements:

· The TARIC database contains the European Nomenclature and Tariff measures.

· The TARIC update module automatically maintains the TARIC database with periodical update files from DG TAXUD.

· The TARIC updates browsing module allows the Cyprus Customs to display the contents of TARIC periodical update files.

· The TARIFF operational database contains both the TARIC and the National Nomenclature and Tariff measures.

· The TARIFF operational database maintenance module contains a complete set of transactions to maintain the National Nomenclature and Tariff measures.

· The TARIFF engine automatically computes TARIC and National Tariff measures based on the TARIFF operational database. It integrates with the Import module taken from the Danish Customs System implemented in the Theseas project.

The TARIFF operational database

The TARIFF operational database supports both the European and the National Nomenclatures and Tariff measures. The description of Nomenclature entries can be maintained in an unlimited number of languages.

All the entries in this database that can be subject to maintenance have an associated validity period. Therefore, selected Nomenclature items can cease to be valid at a specified date, and other items can automatically become valid as time passes. This feature will allow for a smooth transition from the Cypriot National Nomenclature and Tariff measures to the European ones, as explained below.

The Integrated Tariff Engine

The Tariff engine uses the TARIFF operational database to automatically compute duties, taxes and excises when an SAD is submitted from the Import Module. The Tariff engine only uses the Tariff measures that are valid at the moment the Import Module requests the computation.

The integrated Tariff engine supports both the TARIC and the National measures.

Interoperability with DG TAXUD

Interconnectivity

TARIFF is connected to DG TAXUD from which it receives periodical updates in the TARIC Nomenclature and Tariff measures.

Automatic updates

TARIFF is compatible with the DG TAXUD data-files format (IDS). TARIFF automatically loads the periodical updates into its TARIC database. The TARIC updates browsing module allows the Cyprus Customs to visualise the contents of these updates.

For these updates to take effect on the actual computation of the Import duty, TARIFF also updates its operational database with the updated Nomenclature and rates of the Import Duty.

Coexistence of the National and European Nomenclatures

TARIFF can have the TARIC and the National Nomenclatures coexist in its operational database. However, for this to be possible, the Cyprus Customs must adopt the European Nomenclature structure (number of digits and logical hierarchy).

Automatic updates in the operational database with the DG TAXUD periodical update files are possible while keeping at the same time the national extensions and Tariff measures, including excises and relieves.

2.9 Payment System 

The accounting system is dedicated to the financial follow-up and control of the collection of import duties and taxes for which Customs have responsibility.

The assessment of duties and taxes may be:

· either through the clearance process managed by the Department and to be computerised in this project

· or through other processes such as the assessment of excises made outside the clearance process. In this latter case, only the accounting of these excises is to be covered by the system.

The system shall be able to use the results of the assessment of the taxes, when made by the clearance system in order to perform the collection.

In a first stage, the system shall be able to perform collection through cheques and cash payments.

Right now, there is no usage of the pre-payment or deferred payment facility in Cyprus. However, the future system shall be able to handle these modes of payment in order to be in line with the EU practices.

2.9.1 Payment of Customs duties and charges

An important part of the service concept is an expeditious Customs clearing without any delay for the transporter or the importer/ exporter. This is made by separating the release of goods from the payment of Customs duties, taxes and any other charges involved.

Customs duties and charges shall normally be paid via the regional Customs offices' account in a local bank, and only exceptionally at the Customs office, where the declaration was lodged.

2.9.2 Payment procedure

Payment can either be

· payment in cash or by cheques before the release of the goods, or

· prepayment, and

· deferred payment if such a scheme is implemented.

2.9.2.1 Payment in cash or by cheques

Payment directly to a Customs office may take place if importers are not entitled to deferred payment.

Clearance for home use of goods for importers without deferred payment normally takes place while the goods transported by ship or aircraft is stored in a warehouse at the port of arrival. The goods will be released when the declaration is accepted as satisfactory and the duties and charges are assessed and paid.

When a declaration for home use is accepted, it is handed over to the cashier’s office, where the Customs duties, taxes and any other charges are to be paid.

Receipt. At the payment a consecutive pre-numbered receipt is issued to the declarant or the copy of the declaration is used as receipt and both the declarant's copy and the Customs' copies are stamped to show that Customs duties, taxes and any other charges have been paid.

The goods will be automatically released after the payment of Customs duties, taxes and any other charges.

2.9.2.2 Prepayment

The system shall be flexible enough to allow for the implementation of a pre-payment facility in the event that such facilities are required by the importers or their agents.

2.9.2.3 Deferred payment under a security scheme

The accounting system will be extended during phase 2 of the project to implement deferred payment and the linkage to the guarantee system of such facility. 

2.10 Accounting 

The aim of the accounting module within the new computerised system must be to simplify and standardise procedures. The accounting of duty and tax payments must balance cargo declaration amounts with actual bank deposits. Demands and refunds processing, including collection, must be tracked. Calculation errors must be eliminated, whilst demands must be paid in a timely manner. Particular attention must be paid to the management of specific procedures, such as deferred and credit payments, and simplified clearance procedures.

The accounting concerning the import/export shall be an integrated part of the data capture in the import/export procedure. The accounting system will be able to handle the collection of Customs duties, excise duties, VAT and other charges collected by the Customs, and be prepared to handle the collection of new excise duties etc.

Based on the collection process, the system shall be able to establish periodic reports and balances on the different incomes and deposits

In addition to the collection of duties and taxes, the Customs Department is in charge of giving back money to the public from the revenue collection of taxes in the case of drawbacks and refunds. These amounts are computed outside the clearance system but have to be entered in the accounting system.

Accounting functions will include systems for processing duty and tax payments, demands and refunds, and reporting revenue status and Accountant General deposits, together with statistical and management reporting. This application area does not include the accounting function for the Customs Administration, which monitors income and expenditure.

2.10.1 Functional

In order to optimise the accounting process it is necessary to define specific functions to structure the work:

· Accounting of the revenue of duties and taxes, and fines following legal sanctions after fraud detection.

· Management of financial guarantees, demands and refunds to cover Customs economic regimes.

· Record the reimbursement of excess duties and taxes on the basis of specific requests from declarants.

· Transfer of collected revenues to the Accountant General.

· Compilation of statistics on revenue collection, refunds and penalty payments.

2.10.2 Operational

The accounting section of each Customs Office may carry out different operational tasks according to its status, including:

· Issuing of the Demand Notes.

· Collecting duty and tax payments.

· Pay declarants after approval of reimbursement requests.

· Compiling monthly bank account statements.

· Recording revenue status.

· Producing statistical reports.

· Monitoring the status of the payments of duties and taxes in the individual declarant files.

· Balancing collection accounts with reimbursement accounts.

· Balancing demand accounts with refund accounts.

· Preparation of EU “Own Resource”accounts A and B.

2.10.3 Performance

The performance of the accounting process may be monitored through:

· An increase in Customs revenue.

· Acceleration of the collection process. 

· Reduction in the time taken to reimburse excess duties and taxes.

· Improved ability to generate regular and ad hoc statistical reports.

· Accuracy of transactions.
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