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VOTE Customs

OVERVIEW

Departmental appropriations sought for Vote Customs in 1998/99 total $61.435
million.  This is intended to be spent as follows:

• Checking and clearing passengers and craft - $8.932 million (15% of the Vote).

• Checking and clearing import and export entries - $3.558 million (6% of the Vote).

• Surveillance and search for prohibited items - $22.539 million (37% of the Vote).

• Processing Crown receipts - $3.373 million (5% of the Vote).

• Commercial audit - $5.045 million (8% of the Vote).

• Investigating Customs offences and related legislation - $11.148 million (18% of
the Vote).

• Dispute resolution and prosecution - $1.501 million (2% of the Vote).

• Trade and business facilitation and advisory services - $5.339 million (9% of the
Vote).

New Zealand Customs Service expects to collect $6,052.9 million of Crown revenue in
1998/99.

Further details regarding the expenditure of these appropriations are included in Parts
B1, C, D and E of this Vote.  Details regarding Crown revenue are in Part F.
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Terms and Definitions (see note 1)

CITES Convention on International Trade in Endangered Species of
Fauna and Flora.  New Zealand is a signatory to this Convention

CUSMOD Customs Modernisation Programme: A series of projects
involving the design, evaluation and implementation of new
processes, and related job and system changes for the business
areas of Intelligence, Client Service, Passenger Processing and
Goods and Revenue

WCO World Customs Organisation based in Brussels

Footnotes

Note 1 A complete list of terms and definitions is contained in the
1998/99 Purchase Agreement between the Minister of Customs
and the Chief Executive.

Note 2 Not applicable as Crown revenue is not appropriated.

Note 3 Appropriations are stated GST inclusive (where applicable).

Note 4 Costs incurred pursuant to sections 111 to 113 and 117 and 275
of the Customs and Excise Act 1996.

Note 5 Costs incurred pursuant to sections 12 and 13 of the Goods and
Services Tax Act 1985.
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VOTE Customs
VOTE MINISTER: MINISTER OF CUSTOMS
ADMINISTERING DEPARTMENT: NEW ZEALAND CUSTOMS SERVICE
The Minister of Customs is the Responsible Minister for the New Zealand Customs Service

Part A - Statement of Objectives and Trends

Part A1 - Objectives for Vote Customs

Related Government Outcomes

The appropriations in Vote Customs contribute to the Government’s strategic result
areas of:

• strong economic growth

• enterprise and innovation

• external linkages

• safer communities

• health and disability services

• protecting and enhancing the environment.

The New Zealand Customs Service is a border management agency implementing,
both as principal and on an agency basis, a range of primary government policies in
the context of Customs, immigration and other border-related enactments.

The appropriations sought will fund the purchase of Customs services in relation to
border management, industry and taxation.

Customs’ strategies aim to maintain integrity of the border, and of the tax base, and
minimise compliance costs.  These strategies are supported by an intelligence-driven
risk management approach to interventions at the border and to post-importation
audits.

Customs also works closely with the commercial sector to develop efficient
approaches to the clearance of imported and exported goods and the collection of
revenues.  This area of business facilitation aims for a high level of compatibility
between Customs’ system and information requirements, and normal commercial
practices.  These needs change as a result of international commitments,
improvements in best practices in both the government and private sectors, and as
opportunities arise to exploit technology.  An important objective is the minimisation of
compliance costs to the private sector and administrative and servicing costs to
government.
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International linkages are essential to the effectiveness of Customs activity and these
are facilitated through membership of the intergovernmental World Customs
Organisation (WCO).  The WCO promotes the exchange of information and the
harmonisation of Customs procedures through the adoption and application of
international instruments, in the interests of international trade.  The appropriation
includes New Zealand’s contribution to the WCO’s operating budget.

Output Classes

The Minister of Customs will purchase the following classes of outputs in order to
contribute to the Government’s strategic objectives:

• Output class D1 Check and Clear Passengers and Craft.

• Output class D2 Check and Clear Import and Export Entries.

• Output class D3 Surveillance and Search for Prohibited Items.

• Output class D4 Processing of Crown Receipts.

• Output class D5 Commercial Audit.

• Output class D6 Investigation of Customs Offences and Related Legislation.

• Output class D7 Dispute Resolution and Prosecution.

• Output class D8 Trade and Business Facilitation and Advisory Services.

Figure 1 - Distribution of Vote Customs by Output Class
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Links Between the Government’s Strategic Result Areas and Vote Customs
Output Classes

The Minister of Customs will purchase outputs in Vote Customs in order to contribute
to the Government’s strategic objectives as follows:

Government’s Strategic Result Areas Vote Customs Output Classes

Strong economic growth

• With a particular emphasis on the
implementation of indirect tax policies
that support the income, employment
fairness and growth objectives of the
Government through a broad-based
low-rate tax system, with an effective
tax administration that promotes
voluntary compliance, and detects
and deters non-compliance.

• Check and Clear Import and Export
Entries

• Processing of Crown Receipts

• Commercial Audit

• Investigation of Customs Offences
and Related Legislation

• Dispute Resolution and Prosecution

• Trade and Business Facilitation and
Advisory Services

Enterprise and innovation

• In the context of the efficient
clearance of goods through Customs
procedures, equitable application of
statutory requirements, and
minimising the cost of compliance.

• Check and Clear Passengers and
Craft

• Check and Clear Import and Export
Entries

• Surveillance and Search for
Prohibited Items

• Commercial Audit

• Investigation of Customs Offences
and Related Legislation

• Trade and Business Facilitation and
Advisory Services
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Government’s Strategic Result Areas Vote Customs Output Classes

External linkages

• With particular emphasis on:

− expanding New Zealand’s role in
the wider Asia Pacific region
through bilateral and regional
initiatives to create new trade and
investment opportunities, and
through active participation in
regional security dialogue

− actively strengthening an open
trading environment, supporting
expanded membership of the
World Trade Organisation and
promoting multilateral trade
negotiations

− ensuring immigration to New
Zealand is managed to the
national advantage

− progressively increasing New
Zealand’s Overseas Development
Assistance, the greater proportion
to be directed to assist small
Pacific Island states.

• In the context of Customs’
contributions to trade policy
development and the progress of
regional and global initiatives to
facilitate the flow of goods and
travellers across the borders.

• Check and Clear Passengers and
Craft

• Check and Clear Import and Export
Entries

• Trade and Business Facilitation and
Advisory Services
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Government’s Strategic Result Areas Vote Customs Output Classes

Safer communities

Health and disability services

Protecting and enhancing the
environment

• In the context of Customs’ border
management role

• Check and Clear Passengers and
Craft

• Check and Clear Import and Export
Entries

• Surveillance and Search for
Prohibited Items

• Commercial Audit

• Investigation of Customs Offences
and Related Legislation

• Dispute Resolution and Prosecution

Part A2 - Trends in Vote Customs

The time series of departmental and Crown flows detailed in the table below for Vote
Customs shows overall reductions in the costs of outputs purchased by the Crown.  It
also reflects significant fluctuations in non-departmental expenses and Crown
revenue.

Output Trends 1993/94 to 1998/99

The overall reduction in output expenditure between 1993/94 and 1998/99 reflects a
three-stage process.  Initial reductions result from greater efficiencies in work
practices and working conditions.  The increases in 1995/96 and 1996/97 reflect
additional operating costs associated with the CUSMOD project.  Reductions since
1996/97 are attributed to the implementation of the CUSMOD project.  This project
has equipped the Department with substantially enhanced systems and business
processes.

Crown Expenditure and Revenue Trends 1993/94 to 1998/99

Other expenses

This class of appropriation covers refund and drawback of duties payable under the
Tariff Act 1988.  The level of refund and drawback payments have fluctuated
significantly in the period from 1993/94 to 1996/97.  The value of refund and
drawback payments is expected to settle at the 1996/97 level.

Capital contributions

The capital contributions made in 1995/96, 1996/97 and 1997/98 relate to the
Customs Modernisation Programme.
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Crown revenue

Crown revenue arises from Customs duty and GST on imports, excise on alcoholic
beverages, tobacco and petroleum products.  Figure 2 notes the proportion of
collections by category of Crown revenue forecast to be collected in 1998/99.

Figure 2 – 1998/99 Crown Revenue by Category

Between 1993/94 and 1995/96 total revenue grew 12.8%.  The 1996/97 year saw a
small decline due to reductions in excise duty.  The increase in Crown revenue is
expected to be 3.9% in 1997/98 and 5.1% in 1998/99.  This is owing  almost entirely
to growth in GST and Customs duty and reflects the increase in import values subject
to duty, not withstanding a decrease in the actual number of import entries processed.
Figures 3 and 4 illustrate growth in import values subject to duty and growth in Crown
revenue collected by category.

Figure 3 - Total Import Values Subject to Duty
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Changing consumption patterns (for example, changing from leaded to unleaded
petrol and reduced demand for tobacco products) and the indexation of excise duties
have resulted in total excise duties remaining relatively static to the end of 1997/98.
The growth from $1,846.865 million in 1993/94 to an estimated $2,006.500 million in
1998/99 is 8.6%, almost all of this increase being from 1997/98 to 1998/99.

Figure 4 - Crown Revenue Collections by Category 1990/91 – 1998/99

Analysis by Appropriation Type: 1997/98 and 1998/99 Compared

Departmental output classes

Annual appropriations for the purchase of departmental outputs are expected to
decrease by $1.085 million for 1998/99 relative to 1997/98.  The primary drivers
behind this reduction are the expected cost saving benefits of CUSMOD.
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Trends in Vote Customs - Summary of Appropriations and Crown Revenue

1993/94 1994/95 1995/96 1996/97 1997/98 1998/99 Appropriations to be Used

By the Department For Non-Departmental

Estimated Administering the Vote Transactions

Types of Appropriation Actual Actual Actual Actual Budget Actual Annual Other Annual Other Total

$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000

Operating Flows

Classes of Outputs to be Supplied 61,270 60,588 62,119 66,230 62,520 62,520 61,435 - - - 61,435

Benefits and Other Unrequited
Expenses

- - - - - - N/A N/A - - -

Borrowing Expenses - - - - - - N/A N/A - - -

Other Expenses 47,673 36,539 43,260 34,345 47,234 47,234 - - 44 47,200 47,244

Capital Flows

Capital Contributions - - 7,897 8,095 1,244 1,244 - - - - -

Purchase or Development of Capital
Assets

- - - - - - N/A N/A - - -

Repayment of Debt - - - - - - N/A N/A - - -

Total Appropriations 108,943 97,127 113,276 108,670 110,998 110,998 61,435 - 44 47,200 108,679

Total Crown Revenue and
Receipts (see note 2)

4,942,618 5,363,809 5,577,034 5,544,106 5,760,900 5,760,900 N/A N/A N/A N/A 6,052,900



Part B - Statement of Appropriations

Part B1 - Details of 1997/98 Appropriations (see note 3)

1997/98 1998/99

Vote Estimated Actual Vote

Appropriations Annual Other Annual Other Annual Other Description of 1998/99 Appropriations

$000 $000 $000 $000 $000 $000

Departmental Output Classes
(Mode B Gross)

D1  Check and Clear Passengers
and Craft

8,993 - 8,993 - 8,932 - The processing of international travellers and crew, and the entering and clearing
of craft.

D2  Check and Clear Import and
Export Entries

4,013 - 4,013 - 3,558 - The processing of all import and export entries.

D3  Surveillance and Search for
Prohibited Items

22,686 - 22,686 - 22,539 - The surveillance of international airports, waterfronts, coastlines and international
mail, and the searching of air and sea passengers, craft and cargo.

D4  Processing of Crown Receipts 3,392 - 3,392 - 3,373 - The processing of receipts for Customs duty, GST on imported goods, excise
duty on fuel, tobacco and alcohol, and associated drawbacks and refunds.

D5  Commercial Audit 5,862 - 5,862 - 5,045 - Processes to detect error or fraud, to provide that correct classification,
origination and valuations are made and that the appropriate duties and taxes are
paid.



D6  Investigations of Customs
Offences and Related Legislation

10,906 - 10,906 - 11,148 - An intelligence system focusing on investigations into Customs fraud and
persons and organisations engaged in international trade of illicit commodities.

D7  Dispute Resolution and
Prosecution

1,628 - 1,628 - 1,501 - Dispute resolution, the actioning of applications for waivers of forfeiture and the
preparation of prosecution files through to actual prosecution.

D8  Trade and Business Facilitation
and Advisory Services

5,040 - 5,040 - 5,339 - Customs rulings on tariff and excise classifications, concession interpretations
and origin qualification, and general tariff and excise advice to business.

Total Appropriations for
Departmental Output Classes
(Mode B Gross)

62,520 - 62,520 - 61,435 - Refer to Part C1 for a full description.

Other Expenses to be Incurred by
the Crown

Refunds/Drawbacks of Customs Duty
(see note 4)

- 37,500 - 37,500 - 37,500 New Zealand Customs Service refunds duties payable under the Tariff Act 1988
in particular circumstances set out in the Customs and Excise Act 1996.  These
include duties paid in error and duties paid on goods which are subsequently
found to be faulty, damaged or pillaged.  Drawback of duty is payable on imported
goods which are subsequently re-exported.

Refunds/Drawbacks of Excise Duty
(see note 4)

- 9,500 - 9,500 - 9,500 Excise duty refunds made primarily for remission of penalty duty and refund of
excise duty for goods entered for home consumption and subsequently exported.

Refunds/Drawbacks of Goods and
Services Tax (see note 5)

- 200 - 200 - 200 Refund of GST paid on imports by persons not registered as GST taxpayers, in
the same circumstances as refunds/drawbacks of Customs duties are made.

World Customs Organisation 34 - 34 - 44 - New Zealand's contribution to the operating budget of the WCO.

Total Appropriations for Other
Expenses to be Incurred by the
Crown

34 47,200 34 47,200 44 47,200 Refer to Part D3 for a full description.



Part B1 - Details of 1997/98 Appropriations (Continued)

1997/98 1998/99

Vote Estimated Actual Vote

Appropriations Annual Other Annual Other Annual Other Description of 1998/99 Appropriations

$000 $000 $000 $000 $000 $000

Capital Contributions to the
Department

Capital Investment 1,244 - 1,244 - - - To fund the Customs Modernisation Programme.

Total Appropriations for Capital
Contributions to the Department

1,244 - 1,244 - - -

Total Appropriations 63,798 47,200 63,798 47,200 61,479 47,200
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Part C - Explanation of Appropriations for Output
Classes

Part C1 - Departmental Output Classes

Output Class D1 - Check and Clear Passengers and Craft

Description

Under this output class the Minister of Customs will purchase the checking and
clearing of all international travellers and crews entering or leaving New Zealand,
including control of transit passengers and crew, by air or sea and the associated craft
and vessels.  This includes checking whether relevant documentation, including those
for immigration, is in order, profiling potential risks, and checking and applying any
alert that might exist for passengers or crews.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 2,700,000 to 2,800,000 air passengers to be processed on arrival (1997/98
estimate: 2,930,000 to 3,030,000)

• 2,600,000 to 2,700,000 air passengers to be processed on departure (1997/98
estimate: 2,900,000 to 3,000,000)

• 17,000 to 18,000 arriving aircraft (1997/98 estimate: 18,500 to 19,500)

• 17,500 to 18,500 departing aircraft (1997/98 estimate: 18,500 to 19,500)

• 3,400 to 3,500 vessels arriving direct (1997/98 estimate: 3,600 to 3,700)

• 3,600 to 3,700 vessels departing direct (1997/98 estimate: 3,600 to 3,700).

Quality

The Minister of Customs expects:

• 100% of air travellers subject to an alert on the CUSMOD system to be identified
(1997/98 estimate: 100%)

• 90% of arriving air passengers to exit Customs control within 45 minutes of arrival
(1997/98 estimate: 90%)

• the reporting requirements relating to standards as set out in the New Zealand
Immigration Service Memorandum of Understanding for all passengers and crew
(air and sea), are complied with and any exceptions are handled to the satisfaction
of the New Zealand Immigration Service
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• 95% of risk-based referrals will meet a current intelligence-driven profile (1997/98
estimate: 95%)

• 100% of commercial vessels are to be risk rated under the Vessel Risk
Assessment system (1997/98 estimate: 100%).

Cost

Outputs in this class will be provided within the appropriated sum of $8.932 million
including GST.  The GST - exclusive sum of $7.939 million will be funded by Revenue
Crown of $5.482 million and estimated revenue from third parties of $2.457 million.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 8,932 7,939 7,939 5,482 2,457

1997/98 8,993 7,994 7,994 5,422 2,572

Output Class D2 - Check and Clear Import and Export Entries

Description

Under this output class the Minister of Customs will purchase the receipt and
validation of electronic entries and the processing of manual entries for all goods
entering or leaving New Zealand, consistent with the Government’s tariff policy and
other relevant legislation.  This includes the automatic checking of electronic entries
against defined criteria, the checking of entries for personal baggage and private
motor vehicle imports, the temporary importation of goods and the processing of
export entries.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 955,000 to 975,000 import entries to be processed (1997/98 estimate: 1,020,000 to
1,075,000)

• 380,000 to 400,000 export entries to be processed (1997/98 estimate: 380,000 to
400,000)

• 880,000 to 920,000 clearances against alternative documentation (1997/98
estimate: 900,000 to 940,000).
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Quality

The Minister of Customs expects:

• all import and export entries (other than those referred for compliance checks) to
be processed within standards as follows:

• 90% electronically lodged entries within 30 minutes (1997/98 estimate)

• 100% manually lodged entries within 24 hours (1997/98 estimate: 100%).

Cost

Outputs in this class will be provided within the appropriated sum of $3.558 million
including GST.  The GST - exclusive sum of $3.163 million will be funded by Revenue
Crown of $2.929 million and estimated revenue from third parties of $234,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 3,558 3,163 3,163 2,929 234

1997/98 4,013 3,567 3,567 3,313 254

Output Class D3 - Surveillance and Search for Prohibited Items

Description

Under this output class the Minister of Customs will purchase the surveillance of
international airports, waterfronts, coastlines, sea approaches and the international
mail, together with the searching of air and sea passengers, baggage, cargo, aircraft,
vessels and mail items, in order to prevent the entry and exit of, or to detect,
prohibited and restricted items.  These items include drugs, firearms and other
weapons, pornography, substances dangerous to the ozone layer, intellectual
property right breaches, various unsafe products and endangered species.

Quantity, quality, and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 29,000 to 31,000 days in aggregate to be devoted to prevention and detection at
the border (1997/98 estimate: 19,000 to 21,000)

• 55,000 to 60,000 arriving air passengers to be processed in the secondary area
(1997/98 estimate: 60,000 to 65,000)

• 120 to 140 commercial vessels identified as “risk” subjected to an operational
response (1997/98 estimate: 130 to 150)
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• 60,000,000 incoming international mail items to be screened (1997/98 estimate:
60,000,000)

• 700,000 to 1,100,000 incoming international mail items identified as “risk” referred
for secondary processing (1997/98 estimate: 600,000 to 700,000)

• 55,000 to 65,000 incoming international mail items physically inspected (1997/98
estimate: 55,000 to 65,000).

Quality

The Minister of Customs expects New Zealand Customs Service to undertake a
cyclical review programme to identify the level of threat to the border.  In the coming
year the Customs Service will:

• subject 100% of commercial vessels identified as “risk” under the Vessel Risk
Assessment system to an operational response (1997/98 estimate: 100%)

• process 100% of air passengers to be processed in accordance with the alert
instruction (1997/98 estimate: 100%)

• screen 100% of incoming international mail items in accordance with Customs’
requirements and agency agreements with the Ministry of Agriculture and New
Zealand Post (1997/98 estimate: 100%).

Cost

Outputs in this class will be provided within the appropriated sum of $22.539 million
including GST.  The GST - exclusive sum of $20.034 million will be funded by
Revenue Crown of $18.902 million and estimated revenue from third parties of $1.132
million.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 22,539 20,034 20,034 18,902 1,132

1997/98 22,686 20,165 20,165 19,004 1,161

Output Class D4 - Processing of Crown Receipts

Description

Under this output class the Minister of Customs will purchase the processing of
receipts for Customs duty, GST on imported products and excise duty on fuel,
tobacco and alcohol, and associated drawbacks and refunds.  This class also includes
the accounting and reporting associated with the processing, and any subsequent
debt collection.
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Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 110,000 to 120,000 receipts to be processed (1997/98 estimate: 140,000 to
150,000)

• 5,900 clients to be administered under the deferred payment scheme (1997/98
estimate: 6,000)

• average month-end balance of $500 million in Crown receivables to be managed
(1997/98 estimate: $480 million)

• 3,700 to 3,800 excise entries to be processed (1997/98 estimate: 3,500 to 3,700).

Quality

The Minister of Customs expects:

• Crown receipts and payments to be accounted for and reported on in compliance
with the Public Finance Act 1989

• debt write-offs and provisions to be no more than 0.01% of total revenue collected
(1997/98 estimate: 0.01%)

• 100% of revenue collected to be banked within one working day (1997/98 estimate:
100% in one working day)

• 100% outstanding excise entries to be investigated within three working days of
due date (1997/98 estimate: 100% in three working days).

Cost

Outputs in this class will be provided within the appropriated sum of $3.373 million
including GST.  The GST - exclusive sum of $2.998 million will be funded by Revenue
Crown of $2.607 million and estimated revenue from third parties of $391,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 3,373 2,998 2,998 2,607 391

1997/98 3,392 3,015 3,015 2,599 416
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Output Class D5 - Commercial Audit

Description

Under this output class the Minister of Customs will purchase various levels of
intervention to detect error or fraud, to ensure import and export control systems are
complied with and to provide assurance that the correct classification, origin, and
value are declared and appropriate duties and taxes are being paid, and refunds,
drawbacks and revenue foregone are correctly assessed.

This includes licensing specific sites to which Customs jurisdiction relates, selectively
checking and physically inspecting imports based on risk identification, auditing
importers and places of cargo inspection, and auditing excise licence holders.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 55 to 60 excise audits to be undertaken (1997/98 estimate: 55 to 60)

• 10 to 12 import commodity groups to be audited (1997/98 estimate: 12 to 14)

• 100% of refund and drawback applications to be scrutinised for correctness.

• 4,900 to 5,100 examinations to be conducted on goods that are cleared against
alternative documentation (1997/98 estimate: 4,500 to 4,700)

• 45,000 to 50,000 compliance checks undertaken.

Quality

The Minister of Customs expects:

• New Zealand Customs to conduct a 100% reference check on all import entries
(see output class D2) and provide a level of entry and post-entry assurance over

cyclic assurance programmes will cover:

− excise 10 - 15% of the number of excise
licensees

− import trade (value for duty) subject 10 - 15% of total import trade
to assurance through intelligence
assessment and audit

• 100% of audits to be undertaken in a manner consistent with standard
methodologies which can be externally audited (1997/98 estimate: 100%).
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Cost

Outputs in this class will be provided within the appropriated sum of $5.045 million
including GST.  The GST - exclusive sum of $4.485 million will be funded by Revenue
Crown of $4.215 million and estimated revenue from third parties of $270,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue
GST excl

$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 5,045 4,485 4,485 4,215 270

1997/98 5,862 5,211 5,211 4,940 271

Output Class D6 - Investigation of Customs Offences and Related Legislation

Description

Under this output class the Minister of Customs will purchase the provision of an
intelligence system on, and investigations into Customs fraud and persons or
organisations engaged in the international trade of illicit commodities.  These include
operations to investigate the importation of drugs with a priority classification;
investigation into fraud relating to the tariff, anti-dumping and excise regimes; the
post-seizure processing of non-priority drug offences; weapons; the investigation of
breaches of the Convention on International Trade in Endangered Species (CITES);
importation of pornography; and other general offences.  CITES investigations are
purchased from a joint task force involving the Ministry of Agriculture and the
Department of Conservation in addition to Customs.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 90 to 100 fraud investigation files to be opened (1997/98 estimate: 90 to 100)

• 370 to 380 general investigation files to be opened (1997/98 estimate: 370 to 380)

• 40 to 45 flora and fauna investigation files to be opened (1997/98 estimate: 40 to
45)

• 500 to 520 drug investigation files to be opened, 35% to 40% of which will relate to
serious offences (1997/98 estimate: 500 to 520).

Total of all files:

• 1,000 to 1,045 to be opened (1997/98 estimate: 1,000 to 1,045).
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Quality

The Minister of Customs expects:

• New Zealand Customs to comply with international conventions governing mutual
assistance in upholding the law

• investigation files to be reviewed monthly by managers for currency and progress.
Experience suggests that over the 12 months the following files will progress to
closure:

− 70% priority fraud investigation files (1997/98 estimate: 70%)

− 80% priority drug investigation files (1997/98 estimate: 80%)

− 90% flora and fauna investigation files (1997/98 estimate: 90%)

− 90% general investigation files (1997/98 estimate: 90%).

• 100% of files to be subjected to management and/or peer review at the time of
closure.

Cost

Outputs in this class will be provided within the appropriated sum of $11.148 million
including GST.  The GST - exclusive sum of $9.909 million will be funded by Revenue
Crown of $9.772 million and estimated revenue from third parties of $137,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 11,148 9,909 9,909 9,772 137

1997/98 10,906 9,694 9,694 9,534 160

Output Class D7 - Dispute Resolution and Prosecution

Description

Under this output class the Minister of Customs will purchase dispute resolution and a
number of post-seizure or post-investigation outputs relating to the assessment of
waivers of forfeiture, the prosecution and preparation of prosecution files and
compliance with other legislative obligations.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 30 to 40 prosecution files to be received, and around 35 of them to be delivered to
the Crown Solicitor.  (1997/98 estimate: 45 to 50 and 35)
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• 55 to 60 appeals to be filed with the Customs Appeal Authority (1997/98 estimate:
40 to 45).

Quality

The Minister of Customs expects:

• a minimum of 80% of prosecutions to be successful (1997/98 estimate: minimum of
80%)

• a maximum of 5% of prosecutions to incur adverse judicial comment (1997/98
estimate: maximum of 5%)

• 70% of files approved by the Collector to proceed to prosecution, within six months
of receipt of the file by the prosecutions section (1997/98 estimate: 70%)

• maximum of 20% (12 appeals) of appeals to the Customs Appeal Authority will be
sustained.

Cost

Outputs in this class will be provided within the appropriated sum of $1.501 million
including GST.  The GST - exclusive sum of $1.334 million will be funded by Revenue
Crown of $1.276 million and estimated revenue from third parties of $58,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 1,501 1,334 1,334 1,276 58

1997/98 1,628 1,447 1,447 1,369 78

Output Class D8 - Trade and Business Facilitation and Advisory Services

Description

Under this output class Customs will provide: binding rulings on tariff and excise
classifications, concession interpretations and origin qualification to business; general
tariff and excise advice and promotion to business; the publication of the tariff and
other related information; and the provision of tariff and excise advice to other
departments.  This output class also covers advice and assistance to importers and
exporters, Customs brokers and other Customs administrations on Customs
procedures and formalities, and the satisfaction of New Zealand’s international
obligations.

Quantity, quality and cost

Quantity

The Minister of Customs, based on New Zealand Customs Service’s forecasts,
expects:

• 840 to 860 Customs rulings to be given (1997/98 estimate: 860 to 950)
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• Customs rulings to be amended:

− 15 to 20 as a result of rulings not sustained on appeal to the Customs Appeal
Authority (1997/98 estimate: 15 to 20).

− 20 as a result of internal review (1997/98 estimate: 25 to 35).

• 90 to 110 letters of undertaking to be accepted pursuant to section 116 of the
Customs and Excise Act 1996 (1997/98 estimate: 50).

Quality

The Minister of Customs expects:

• a maximum of 70% of appeals relating to Customs rulings will be sustained
(1997/98 estimate: 60%)

• an external stakeholder satisfaction survey to be carried out and a process to be
introduced to ensure that any agreed recommendations arising from the survey will
be implemented in a timely way

• government agencies to be satisfied with Customs’ input into policy development.

Cost

Outputs in this class will be provided within the appropriated sum of $5.339 million
including GST.  The GST - exclusive sum of $4.746 million will be funded by Revenue
Crown of $4.258 million and estimated revenue from third parties of $488,000.

Year Cost
GST incl

$000

Cost
GST excl

$000

Total
Revenue

 GST excl
$000

Revenue
Crown

GST excl
$000

Revenue
Other

GST excl
$000

1998/99 5,339 4,746 4,746 4,258 488

1997/98 5,040 4,480 4,480 3,979 501
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Part D - Explanation of Appropriations for Other
Operating Flows

Part D1 - Benefits and Other Unrequited Expenses

There are no appropriations for benefits and other unrequited expenses.

Part D2 - Borrowing Expenses

There are no appropriations for borrowing expenses.

Part D3 - Other Expenses

The WCO was formed as the Customs Cooperation Council in 1950, when the
Convention formally establishing it was signed in Brussels.  Its headquarters remain in
Brussels.

The Organisation is an intergovernmental body with over 140 member administrations
worldwide.

Under its Convention the WCO’s functions include:

• promoting cooperation amongst members on all customs matters

• examining technical aspects of customs systems and procedures with a view to
promoting the highest degree of harmonisation and uniformity amongst members

• promoting the uniform application and interpretation of conventions

• promoting the exchange of information on Customs regulations and procedures
amongst members.

The WCO promotes standardisation and harmonisation of Customs systems
worldwide, through the adoption and application of its various international
instruments, in the interests of international trade efficiency.

New Zealand is a full participating member of the WCO.
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Part E - Explanation of Appropriations for Capital Flows

Part E1 - Capital Contributions

There are no appropriations in respect of Capital Contributions.

Net Worth of Entities Owned

Statement of Estimated and Forecast Net Worth

Balance
Date

Estimated Net
Worth 1998

$ million

Forecast Net
Worth 1999

$ million

New Zealand Customs Service 30 June 14,473 14,473

Part E2 - Purchase or Development of Capital Assets by the Crown

There are no appropriations for the Purchase or Development of Capital Assets by the
Crown.

Part E3 - Repayment of Debt

There are no appropriations for Repayment of Debt.



Part F - Crown Revenue and Receipts

Part F1 - Current and Capital Revenue and Receipts

1997/98 1998/99

Budgeted Estimated
Actual

Budget Description of 1998/99 Crown Revenue

$000 $000 $000

Current Revenue

Tax Revenue

Customs Duty 923,500 923,500 850,500 Customs duty is duty to which imported goods are subject under the Tariff Act 1988.

Excise Duty 1,891,500 1,891,500 2,006,500 Excise duty is imposed under the Customs and Excise Act 1996 on alcohol products, tobacco and tobacco products and
petroleum products.

Goods and Services Tax 2,945,200 2,945,200 3,195,200 GST is imposed on imported goods under sections 12 and 13 of the Goods and Services Tax Act 1985.

Total Tax Revenue 5,760,200 5,760,200 6,052,200

Non-Tax Revenue

Sale of Seized Goods 700 700 700 Proceeds from the disposal of goods forfeited to the Crown, to recover non-payment or short payment of duties or for other
illegalities.

Total Non-Tax Revenue 700 700 700

Total Current Revenue 5,760,900 5,760,900 6,052,900

Total Crown Revenue and
Receipts

5,760,900 5,760,900 6,052,900


