
WASHINGTON: The US Commerce 
Department has recommended that President 
Donald Trump impose steep curbs on steel 
and aluminium imports from China and other 
countries ranging from global and country-
specific tariffs to broad import quotas, 
according to proposals released on Friday.

China’s Commerce Ministry responded 
by saying the report was “baseless” and did 
not accord with the facts, and that China 
would take necessary steps to protects its 
interests if the final decision affects China.

The long-awaited unveiling of 
Commerce’s “Section 232” national security 
reviews of the two industries contained 
global tariff options of at least 24% on all steel 
products from all countries, and at least 7.7% 
on all aluminium products from all countries.

Trump authorised the probes under a 1962 
trade law that has not been invoked since 
2001. He has until April 11 to announce his 
decision on steel import curbs and by April 
20 to decide on aluminium restrictions.

Commerce Secretary Wilbur Ross 
emphasised that Trump would have the final 
say, including on whether to exclude certain 
countries, such as Nato allies, from any actions. 

“The president has the discretion to 
modify any of these or to come with 
something totally different,” he told 
reporters on a conference call.

He said a global tariff would cover every 
steel and aluminium product entering the 
American market from China. 

China’s Commerce Ministry urged the 
United States to exercise restraint in using 
trade protection tools, respect the rules of 
multilateral trade and make a positive 
contribution to the international economic 
and trading order.

“If the final US decision affects China’s 
interests, China must take necessary measures 

to protect its own reasonable interests,” the 
ministry added, without giving details. 

Steel stocks soared with US Steel closing 
up 14.7%, AK Steel up 13.7%, Nucor ended up 
4.5% and the broader S&P 1500 steel index 
5.3% higher.

Century Aluminum shares closed up 8.3%, 
while Alcoa, which has operations across the 
globe, ended off 0.44%.

Alcoa said in a statement the US trade 
actions should focus on Chinese 
overcapacity and not penalise nations that 
abide by the rules.

Ross said he would not be surprised if 
countries challenged the measures at the 
World Trade Organisation. 

He said “there has been no dialing back” 
of the recommendations due to objections 
from industries that use steel and aluminium.

“The objective of both reports is to get the 
production up to a level which will result, in 
our judgment, in the long-term viability of 
each industry,” Ross said, adding that he did 
not believe that the recommendations would 

lead to significant price increases.
US Senate Democratic leader Chuck 

Schumer said he hoped the proposals “are 
the beginning of efforts by this 
administration to finally get tough on China”.

Alternatively, Commerce recommended a 
tariff of at least 53% on all steel imports from 
12 countries – Brazil, China, Costa Rica, 
Egypt, India, Malaysia, Russia, South Korea, 
South Africa, Thailand, Turkey and Vietnam.

Other countries would be subject to a 
quota limiting their tariff-free access equal to 
their 2017 steel exports to the United States.

The country-specific aluminium option 
would impose a 23.6% tariff on all products 
from China, Hong Kong, Russia, Venezuela 
and Vietnam. All others would be subject to 
quotas equal to their 2017 exports to the 
United States.

A third option called for Trump to impose 
global quotas based on 63% of each country’s 
2017 steel exports and based on 87% of their 
aluminium exports to the United States. – 
Reuters
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Moves to boost
trade with
Ukraine: Matrade
KUALA LUMPUR: Malaysia and Ukraine 
plan to ramp up trade promotional 
activities in an effort to boost trade 
between both nations, said Malaysia 
External Trade Development 
Corporation (Matrade) deputy CEO 
Datuk Wan Latiff Wan Musa.

He said Matrade would capitalise on 
the improving political situation in 
Ukraine, one of the largest countries in 
Eastern Europe with an estimated 
population of 42.41 million as at 2017.

“We have to relook at our trade 
relationship with Ukraine as our bilateral 
trade figures are still low, given that 
Malaysian companies are not familiar 
with Ukrainian companies and vice 
versa.

“Therefore, going forward we have to 
engage more with them. We want to 
encourage Malaysian companies to go 
there,” he told Bernama in an interview.

Matrade and the Ukraine Embassy in 
Malaysia had recently jointly organised 
the Ukraine-Malaysia Business Forum, 
which saw the participation of 19 
Ukrainian companies. 

A business meeting session with 
Malaysian companies was also held in 
conjunction with the one-day forum. 

Wan Latiff said Matrade planned to 
organise a trade mission, made up of 
Malaysian companies and related 
government agencies, to Ukraine soon, 
with the aim of creating awareness 
among Ukrainian companies on business 
opportunities in Malaysia, and vice versa. 

Ukraine is one of Malaysia’s major 
trading partners among Central and 
Eastern European countries. 

The diplomatic relations between 
both countries started in 1992, with a 
trade agreement signed in August 2002.

In 2016, Malaysia’s total trade with 
Ukraine declined to RM715.2 million from 
RM1.01 billion in 2015 and RM1.19 billion 
in 2014.

Between January and November 2017, 
Malaysia’s total trade with Ukraine 
improved slightly to RM844 million from 
RM655.2 million in the same month of 
2016, with export rising 26.1% to RM432.3 
million and import growing 31.8% to 
RM411.7 million.

Major export items to Ukraine 
included palm oil and palm-based 
products, which accounted for 28.5% of 
the total share, electrical and electronic 
(E&E) products (21.6%) and processed 
food (14.4%). 

As for import, major items included 
other vegetable oils, iron and steel 
products, processed food, E&E products, 
as well as chemicals and chemical 
products.

Indonesia inks US$1b deal to buy 11 Russian jets
JAKARTA: Indonesia has inked a billion-
dollar deal to buy 11 Sukhoi Su-35 jets from 
Russia, an official said Saturday. 

The contract, signed by both countries’ 
representatives in Jakarta on Wednesday, is 
worth a total US$1.14 billion (RM4.43 
billion), Indonesia defence ministry 
spokesman Totok Sugiharto said. 

The deal comes after Indonesia said in 

August that it would seek to trade palm oil, 
coffee and tea for Russian fighter jets, 
saying it wanted to capitalise on 
international sanctions on Moscow.

The EU and US have targeted Russia 
with sanctions for alleged meddling in the 
US presidential election and its annexation 
of Crimea.

However, Indonesia’s trade minister said 

the sanctions could be good news for his 
country as Russia is forced to seek new 
markets to import from.

Indonesia and Russia signed a 
memorandum of understanding to exchange 
11 Russian-made Sukhoi fighters for key 
commodities in Moscow early August.

It was not announced Saturday in what 
form payment would be made. – AFP

TRANSFER pricing occurs when goods and 
services are sold between related parties within 
a business enterprise. For example, if a 
subsidiary company sells goods or services to a 
parent company, the cost of those goods or 
services paid by the parent to the subsidiary is 
the transfer price.

Transfer pricing is not illegal or necessarily 
abusive. What is illegal or abusive is 
transfer mispricing, also known as transfer 
pricing manipulation or abusive transfer pricing. 

Starting position of the tax authorities
Tax authorities tend to start any tax scrutiny 
with the view that the related party transactions 
are suspect. The starting position is companies 
are driven by the desire to maximise their 
profits and minimise their payment of taxes and 
therefore the assumption is multinationals and 
domestic groups will take advantage of the 
different tax rates, tax laws, tax holidays, etc. to 
shift profits to the low tax or tax holiday 
enclaves through transfer pricing. 

Extent of the abuse 
The Christian Aid report in May 2008 estimated 
that developing countries lose US$160 billion per 
year from transfer mispricing and false invoicing.

The United Kingdom tax authorities raised 
an additional £2.114 billion for the period from 
2007 to 2009 from transfer pricing adjustments.

What is acceptable? 
When the group transacts internally with one 
another at prices equivalent to market prices 
(what two third parties pay each other as result 
of real negotiations), they are regarded to be 
dealing with one another at arm’s length, a 
principle accepted internationally by most 
countries in the world. If this test is met, then 
the transfer prices are legal and acceptable. 
Generally, because of their relationship and 
influence the parent can have over its 
subsidiaries, it is assumed that such transactions 
are not conducted on arm’s length basis and it is 

up to the companies to prove to the authorities 
that the transactions have been carried out on 
the comparable basis to third parties.

When does it shift to unacceptable 
avoidance and illegality? 
Illegality occurs when the intercompany 
transactions are organised with the intention to 
avoid tax without any substance or the 
transactions are a fictitious. For example, if the 
Malaysian company which has the technical 
capability and the personnel develops the digital 
platform and connects customers from 
Malaysia and overseas suppliers and earns a fee 
which is then booked into a Hong Kong 
subsidiary where it pays no tax on the basis that 
it is offshore income. The Hong Kong subsidiary 
has only 2 people to manage its bank accounts. 
Most of the profits are booked into the HK 
company and clearly there is an abuse of 
transfer pricing which will be regarded as illegal 
and fraudulent as this arrangement lacks 
substance and it is purely intended to evade tax. 

Avoidance as opposed to illegality
The most common situation is when companies 
within a group carry out real transactions but 
are not priced on an arm’s length basis. In such 
situations, tax authorities will adjust them to 
meet the arm’s length standard.  For example, 
where the management fees are charged from 
the parent company to its subsidiaries and the 
basis of the charge could be a percentage of the 
turnover of the subsidiaries. In the event the 
basis of the charge cannot be supported with 
external evidence to prove its arm’s length 
nature, it will be treated as an avoidance matter 
as opposed to being illegal which will suffer a 
tax adjustment and penalty. 

Watch out
The tax authorities view transfer pricing 
transgressions as unethical, immoral and illegal 
at the slightest hint of preplanned mispricing of 
transactions.

This article was contributed by SM Thanneer-
malai, managing director of Thannees Tax 

Consulting Services Sdn Bhd and chairman of 
the Board of Trustees of Malaysian Tax 

Research Foundation.

Court approves
Takata US unit’s 
bankruptcy plan
WILMINGTON: Takata Corp’s 
US unit received court approval 
for its bankruptcy exit plan, a 
plaintiffs’ law firm said on 
Saturday, clearing the way for a 
US$1.6 billion (RM6.22 billion) 
sale of Takata assets and 
providing compensation for 
those injured by the company’s 
deadly air bags.

Takata and its US unit, TK 
Holdings Inc, filed for 
bankruptcy last year in the wake 
of the largest automotive recall 
in history. The company’s air 
bags can inflate with too much 
force and spray metal fragments, 
and have been linked to 
hundreds of injuries and at least 
22 deaths.

“We are pleased that Judge 
(Brendan) Shannon has 
approved what we believe to be 
fair options for current and 
future victims of Takata airbags 
that provide swift resolution and 
allow victims to try to move on 
with their lives, said a statement 
from the Motley Rice law firm.

The law firm represented 
more than two dozen injured 
drivers in the US bankruptcy 
case.

The US unit’s reorganisation 
plan will include funds provided 
by automakers to help 
compensate those injured by the 
air bags.

On Friday, a lawyer for 
Takata’s US unit told the 
bankruptcy court in Wilmington, 
Delaware, that the US 
government will complete its 
review of the planned sale of 
Takata’s non-air bag businesses 
by March 26. 

The non-air bag inflator 
businesses are being sold to Key 
Safety Systems, a unit of China’s 
Ningo Joyson Electric Corp. – 
Reuters
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