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Transfer pricing and customs valuation team up
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By the end of this month, the Italian Revenue and
Customs Agencies are expected to issue a joint
statement of practice addressing the issue of
reconciling declared customs values with
adjustments based on a transfer pricing (TP) policy.

The purpose of this groundbreaking statement of practice is to compare the
impacts of TP and customs valuation methods. In Italy, the Revenue and
Customs Agencies have always adopted different approaches to the issue.
From a customs perspective, TP adjustments are made retrospectively after
the importation of goods, because they are usually based on the actual
results of a group, which are available only after the end of a fiscal year.
Despite the WCQO's guidance (Commentary 23.1, November 2010), local
customs offices have not yet formally recognized TP policies and
documentation when determining the value of imported goods. This
approach was upheld by the Italian Supreme Court’s recent decision which
stated that, under certain circumstances, a TP policy cannot be used for
customs valuation purposes. Furthermore, European customs law has done
nothing to explain how to deal with TP adjustments after importation.

However, due to the increase in cross-border transactions, the connection
between TP policies and customs valuation is clearer than ever — they are
two sides of the same coin.

After our advocacy for change (at public seminars held since 2013 at the
International Fiscal Association), the Revenue and Customs Agencies
decided to team up to solve these issues and clarify, for the first time, how
to handle price adjustments from a customs perspective.
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The statement of practice, drafted by a working group
staffed by officers from the Revenue and Customs
Agencies, will indicate two ways of dealing with TP
adjustments: a) the method indicated in article 156a of
Commission Regulation (EEC) No 2454/93, or b) the
incomplete declaration method indicated in article 254 of
that same regulation.

The first solution will allow the customs values of goods
to be conclusively determined, subject to an agreement
between the importer and the Customs Agency. As an
exception to article 32 of Commission Regulation (EEC)
No 2913/92, the Customs Agency will authorize the
importer to declare customs values based on specific

criteria, as certain additions are not quantifiable at the time

of customs declaration.

The second solution will allow the importer, subject to
authorization from the Customs Agency, to declare a
provisional value when importing goods. Afterwards, a
definitive value will be set, allowing the authorities to
check the customs duties.

When all this goes ahead, it will finally be possible for TP
and customs valuation in Italy to work side by side.
Provided, naturally, that advance agreements with local
customs authorities allow companies to reconcile any
future TP adjustments.
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