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RE:

P.S. Resolution No. 67- Investigation on the unregulated influx
of imported vegetables (Introduced by Semator Luisa “Loi”
Ejercito Estrada)

P.S. Resolution No.68- Investigation on the unabated smuggling
(Introduced by Senator Mar Roxas )

P.S. Resolution No. 97- Reconstitution of Office of Anti-
Smuggling Task Force (NASTF), Anti-Smuggling Intelligence
and Information Center (ASIIC), Cabinet Oversight Committee
on Anti-Smuggling{COCAS), (Introduced by Semnators Roxas,
Magsaysay, Jr., Gordon, Lim and Enrile)

P.S. Resolution No. 119- Investigation on the omnion and

vegetable smuggling syndicate (Introduced by Senator Luisa
“Loi” Ejercito Estrada)

Recommending the approval of its findings, recommendations on the issue of
smuggling, and the consideration by the appropriate committee of the attached Senate
Bill No.22 ] 54, entitled “ An Act Amending Certain Provisions Of Presidential
Decree No. 1464, Otherwise Known As The Tariff And Customs Code Of The
Philippines, As Amended, And For Other Purposes.”

Sponsors: Senator M A R Roxas and the members of the Committees on Trade and
Commerce, and Fconomic Affairs

Mr. President:

The Committee on Trade and Commerce and the Committee on Economic

Alffairs to which were referred P.S. Resolution No, 67, introduced by Senator Luisa

“Loi” Ejercito Estrada, entitled:

“ A RESOLUTION

DIRECTING THE SENATE COMMITTEE ON AGRICULTURE AND
FOOD TO INVESTIGATE, IN AID OF LEGISLATION. THF, ATT.RGEN



UNREGULATED INFLUX OF IMPORTED VEGETABLES INTO THE
PHILIPPINES”

P S. Resolurion No. 68, introduced by Senator Roxas, entitled:

“ A RESOLUTION

DIRECTING THE COMMITTEES ON TRADE AND COMMERCE,
AND ECONOMIC AFFAIRS TO CONDUCT A JOINT
INVESTIGATION, IN AID OF LEGISLATION, ON THE PROBLEM
OF UNABATED SMUGGLING OF GOODS INTO THE COUNTRY TO
THE DETRIMENT OF LOCAL PRODUCERS, MANUFACTURERS,
RETAILERS AND CONSUMERS AND THE PHILIPPINE ECONOMY
IN GENERAL, WITH THE GOAL OF RECOMMENDING MEASURES
TO END THE PROBLEM QF SMUGGLING IN THE COUNTRY”

P.S. Resolution No. 97, introduced by Senators Roxas, Magsaysay Jr., Gordon, Lim
and Enrile entitled:

“ A RESOLUTION

URGING THE OFFICE OF THE PRESIDENT TO RECONSTITUTE
THE OFFICE OF THE ANTI-SMUGGLING TASK FORCE (NASTE),
ANTI-SMUGGLING INTELLIGENCE AND INFORMATION CENTER
(ASIIC), AS WELL AS THE CABINET OVERSIGHT COMMITTEE ON
ANTI-SMUGGLING (COCAS), IN LIGHT OF THE UNABATED
ILLEGAL ENTRY OF VARIOUS COMMERCIAL GOODS INTO THE
COUNTRY, WHICH HAS ADVERSELY AFFECTED BOTH THE
BUSINESS AND PUBLIC SECTOR, IN EFFECT FURTHER
DAMAGING THE NATIONAL ECONOMY”™

P.S. Resolution No. 119, introduced by Pimentel Jr., entitled:

“ RESOLUTION
DIRECTING THE APPROPRIATE SENATE COMMITTEE TO
INVESTIGATE, IN AID OF LEGISLATION, THE ALLEGED BIGTIME

ONION AND VEGETABLE SMUGGLING SYNDICATES IN THE
COUNTRY”

have considered the same and thus far conducted three (3) public hearings and seven
(7) technical working group meetings, in aid of legislation, regarding the smuggling
problem, which was participated in by the concerned government agencies, anti-

smuggling units, industry representatives and other affected sectors.

After a careful scrutiny of all the resolutions submitred and evaluation of all
pertinent testimonies and documents gathered during the hearings, the Committees

have the honor to submit the results thereof to the Senate recommending the



adoption of its findings and interim recommendations and the consideration of the

attached bill by the appropriate committee.

1. Introduction

A, Smuggling As An Impediment to Economic Growth

The Philippine government faces a major policy challenge today in the
management of its huge fiscal deficit, unsustainable debt stock and the serious threat
of a fiscal crisis. The Department of Finance estimated that as of end-2003:

¢ National Government Debt had already reached 3.344 trillion pesos
or 75.4% of the country’s GDP;
o Public Sector Debt was at 137.5% of GDP;

e Consolidated Public Sector Deficit was at 234.851 billion pesos or

5.5% of GDP;

o National Government's Fiscal Deficit had reached 199.9 billion

pesos or 4.6% of GDP.

While we have so far been able to head off a full-blown crisis, the fiscal deficit
continues to put a.huge strain on our economy in terms of steady decline in
investments, increasing unemployment rates and lower expenditures for socio-
economic sexvices. To avoid long-term problems for the country, the government has
developed a plan, which targets to balance the national budget thhin six years,
reduce the Consolidated Public Sector Deficit to 3% and National Gavernment Deficit
to 0% in 2010 and finally, to reduce National Government Debt and Public Sgctor
Debt to 58% and 90% respectively of GDP by 2010.! The government seeks to achieve
these targets through the enactment of both administrative and legislative revenue

generating measures and other fiscal reform strategies.

' The President’s Report, A Roadmap to Fiscal Strength for Fighting Poverty {2004).



Strengthening the government’s anti-smuggling drive has been identified as

one of the necessary strategies to generate much needed government revenues.

While the smuggling of trade commodities has been a longstanding national problem,

it has become today, more than any other time in Philippine history, a burden and

threat to our economy, in light of the country’s present financial and economic

situation. The huge discrepancy between the value of the country’s imports as

reported by the National Statistics Office (see Table 1) and the value of our exports as

reported by the country’s trading partners (see Table 2) gives some indication as to

the value of commoeodities that may be entering the country undeclared and withont

the payment of proper duties each year (see Table 3)*

Table 1. Philippine Imports
(Figures in Millions of US$)

:

2001 2002 2003

USA. 6,411 7,286 7,400

Japan 6,633 7,233 7,640
| Korea 2,082 2,754 2,400

Singapore 2,072 2,311 2,542

Hongkong, China 1,335 1,583 1,601

China 975 1,252 1,7%

Iran 758 433 593

Malaysia 1,080 1,293 1,359‘5

Thailand 925 1,052 1,361

TOTAL 22,271 25,197 26,693 |

Source: Philippine Statistical Yearbook 2004, NSO Publication

Table 2. Exports to the Philippines by Trading Partners
(Figures in Millions of US$)
2001 2002 2003 |

USA 7,664 7,270 7,992

Japan 8,188 8,457 9,011

Korea 2,535 2,950 2,975

Singapore 3,085 3,039 3,236 |

2

The Department of Finance points out that the discrepancies cannot be automatically attributed to

smuggling inasmuch as there ave differences in classification concepts and detail, time, or recording,
valuation, coverage, and processing errors.
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2001 2002 2003
Hongkong, China 1,926 2,308 2,227
China 1,622 . 2,042 3,094
Iran 690 394 539
Malaysia 1,288 1,335 1,359
Thajland 1,156 1,274 1,623
TOTAL 28,154 29,069 32,056

Source: Direction of Trade Staristics Yearbook 2004, IMF

Table 3. Discrepancy Between Trading Partner’s Data and Phil. Data
(Figures in Millions of US$)

2001 2002 2003
USA 1,254 (16) 592
Japan 1,555 1,224 1,371
Korea 453 196 575
Singapore 1,013 728 694
Hongkong, China 591 725 626
China 647 790 1,297
Iran (68) (39) (54)
Malaysia 208 47 0
Thailand 231 222 262
TOTAL 5,884 3,872 5,363

In 2003, the rotal discrepancy amounted to $5.363 Billion. Assuming an
average four percent duty and ten percent VAT rate on imported goods, government'’s
revenue losses from the un-captured alone could have reached about $750 Million or
over 240 Billion in the same year. This amount is equivalent to half of the

government’s £80 Billion target from proposed revenue measuires.

Reports on industry-based smuggling from local industry representatives®
illustrate the extent of damage caused by smuggling on our economy. A presentation

from The Fair Trade Alliance (FT'A) made the following allegations:*

*  The priyate sectc_)r—led Multi-Sectoral Council Against Smuggling was jointly convened in 2004 by the
Fed_eratlon of Philippine Industries (FPI), the Fair Trade Alliance (FTA) and the Alyansa Agrikultura,
TANADA, WIGBERTO E. (2004). FAIR TRADE ALLIANCE, SMUGGLING AND THE ECONOMY. /W\(

o



Footwear Industry. Government is llosing P7.69 Rillion in revenues from 1997
to 2002 from the technical smuggling (undervaluation) of shoe imports.
Automotive Industry. Smuggling of second-hand vehicles is one of the major
factors for the lay-off of almost 7,000 and 2,800 employees in the local
automotive asgembly industry during the 1997-1999 and 2000-2002 periods,
respectively.

Vegetable Industry. At least one million kilos or one-eighth (1/8) of vegetable
imports are misdeclared annually, adversely affecting 400,000 farmers in the
Cordilleras and other regions.

Petrochemical Industry. Seventy percent (70%) of petrochemicals stored in
custorn bonded warehouses (CBWs) are illegal importations. Revenue loss to
government from smuggled imported resins alone amounts to an estimated
£1.58 Billion per year.

Ceramic Tiles Industry. Ninety percent (90%) of tile imports from China are
smuggled into the country. Overall, the government lost £314 MilliOn in
safeguard duties, #66 Million in custom duties and another 866 Million in
VAT or a grand rotal of 2446 Million from ceramic tile imports in 2003 alone.
Sugar Industry. Due to misclagsification, the government loses some B650
Million of revenues from tariff duties on importation of sugar coming mainly
from Singapore and Thailand.

Garments and Textile Industry. Hundreds of containers of used clothing (or
“ukay-ukay”) are smuggled into the country each year. Smugglers of used
clothing are earning an estimated 26.4 Million to 29.6 Million for every 40-

footer container van of clothing and are paying no taxes for it.

m



By robbing the country of much needed government revenues, the country’s
unabated smuggling problem serves as a huge obstacle to the c'ou.ntry’s fiscal and
economic recovery. Smuggling further hurts the economy by creating major
distortions in market prices, affecting the trading of goods, at great cost to local
industries and legitimate businesses, particularly Small and Medium-Scale Enterprises
in the country. Smuggling threatens not only the businesses of Filipino producers,
manufacturers and retailers but also the livelihood of hundreds of thousands of

Filipino workers and families who depend on local industries for employment,

Unfortunately, smuggling has become a standard feature of trade and
cornmerce in the Philippines. Inadequate policies and lax systems and procedures for
the entry of imnported goods into the country have all sexrved to encourage the low
risk, high return illegal activity by big-smuggling syndicates. Despite the vast
magnitude and value of smuggled goods that are believed to be entering the country

every day, nor a single big-time smuggler has been successfully charged and

prosecuted in the last five years.

As advocated by this representation, the National Anti-Smuggling Task Force
(NASTF) was reactivated last year to lead the government’s anti-smuggling efforts.
The Burean of Customs (BOC) and other concerned government agencies were also
strongly challenged to undertake organizational reforms and show more vigilance in
their anti-smuggling operations. To optimize gaiﬁs from these developments, it is
now urgent and imperative that proper measures and procedures be established to
discourage smuggling by inereasing the risks and difficulty of engaging in this illegal

activity.

"



B. Types of Smuggling

Smuggling is the clandestine importation or exportation of prohibited goods,
or the evasion of customs duties on legal goods that are liable to dury. It is the
execution of risk-taking strategies prompted by a desire to avoid paying taxes or to

generate money from the sale of clandestinely imported goods.

There are two types of smuggling: outright smuggling and technical
smuggling. Outright smuggling involves importations released without the required
import entries, and not levied any duties and taxes. On the other hand, technical
smuggling refers to the non-payment of the correct duties and taxes, which may be
done in three ways. First, an importer may undervalue his goods, and then pay taxes
and duties that are much lower than what should have been imposed. This is called
undervaluation. Second, an importer may declare on his import entry that he is
bringing in articles that are not identical to those that were actually imported. For
instance, the importer may declare in his import entry that he is bringing in
garments, when in fact he is shipping in tires. This method is called misdeclaration.
Third, an importer may declare that he is shipping in merchandise that is found under
the same chapter heading -as the merchandise that he is actually importing. For

instance, the importer may declare that he is shipping in slippers when in fact his

shipment consists of leather shoes. This is called misclassification,

Section 2503 of the Tariff and Customns Code of the Philippines (TCCP)

provides that when the undervaluation, misdescription, misclassification, or

misdeclaration in the import entry is intentional, the importer shall be subject to

penalties ranging from & fine of not less than fifty pesas (P50) but not more than ten

M



thousand pesos (P10,000} and imprisonment of not less than five (5) days but not

more than twelve (12) years.

Recognizing that there is an urgent need to curb the worsening problem of

smuggling, the following Senate Resolutions were filed:

Senate
Resplution Na.

r

Date Filed

Title

Author{s)

1. SRN 67

31 August 2004

A Resolution Direcring the Senate
Committee on Agriculture and Food to
Tnvestigate, in aid of Legjslarion, the
Alleged Unregulated Influx of
Imported Vegetables into the
Philippines

Ejercito-Estrada, L.

2. SRN 68

31 Angust 2004

A Resolution Directing the Committees
on Trade and Commerce; and
Economic Affairs to Conduct a Joint
Investigation, in aid of Legislation, on
the Problem of Unabated Smuggling of
Goods into the Country to the
Detriment of Local Produceys ,
Manufacturers, Retailers, and
Cansumers and the Philippine
Economy in General, with the Goal of
Recommending Measures to End the
Problem of Smuggling in the Country

Raoxas

3. SRN 97

21 September 2004

A Resolution Urging the Office of the
President to Reconsdtute the Office of
the Anti-Smuggling Task Force
(NASTF}, Anti-Smuggling Intelligence
and Information Center {ASIIC), as
well as the Cabinet Oversight
Coramittee on Anti-Smuggling
(COCAS), in Light of the Unabated
Tiegal Entry of Various Commercial
Goods into the Country, which has
Adversely Affected both the Business
and Public Sector, In Effect Further
Daraging the National Economy”

Roxas
Magsaysay, Jr.
Gordon

Lim

Enrile

4. 8RN 119

26 October 2004

A Resolution Directing the Appropriate
Senate Committee to Investigate, In
Aid of Legislarion, the Alleged Big-
Time Onion and Vegerable Smuggling
Syndicates in the Country

Pimentel, Jr,




Three (3) hearings were jointly conducted by the Committees on Trade and
Commerce and on Economic Affairs on 13 September 2004, 25 October 2004, and 08
December 2004. Seven (7) Technical Working Group (TWG) meetings were
subsequently conducted by said committees on the following dates:

a) 04 November 2004
b) 13 January 2005

¢) 27 January 2005

d) 17 February 2005
e) 10 March 2005

f) 14 April 2005

g) 28 April 2005

I1, Major Issues Identified by the Committees

During the course of the hearings and TWG meetings, the Committees were

able to identify the following major issues:

A. Availability of TFMs and Bills of Lading

The Inward Foreign Manifest (IFM} is required by customs authorities when
international vessels call at Philippine ports to unload their cargo. It is a document

based on a set customs format indicating thereon the description of the goods in each

shipment.

The importance of IFMs in the efforts to counter smuggling cannor be
emphasized enough, With IFMs, the BOC can properly assess the value of imported

articles entering Philippine ports, and thereby collect the correct duties and taxes.

Ideally, TFMs should be readily available to an auditing body and the public in
general so that there will be proper monitoring of the importer’s declaration and the

valuation process of the BOG and to ensure the veracity of information on the volume

{
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of import entries. However, according to the Federation of Philippine Industries
(FPI), the BOC treats I[FMs as private and confidential instruments. FPI claimed thart
in the past, they repeatedly requested the Bureau for copies of [FMs but these requests

were allegedly refused.

When the National Anti-Smuggling Task Force (NASTY) was created, access to
IFMs by other government agencies and the private sector became easier. Hence,
local industries concerned about the undue competition caused by illegally imported
goods were provided information on how these goods entered the country, which
made industry commodity experts more effective in raising government revenues,
The NASTT was also given an idea of how imported articles enter local markets

without paying the proper duties and taxes.

At present, IFMs are transmitted electronically to Philippine customs
authorities prior to the vessels’ arrival at the port. The Association of International
Shipping Lines (AISL) disclosed that it takes a shipping vessel twenty-four (24) to
twenty-eight (28) hours of travel time to the Philippines from the nearest foreign
port. The AISL reported that their vessels electronically submit to customs
axfthorities their IFMs six (6) to twelve (12) hours prior to the \a;essels’ arrival at port?

This is the current practice, which however has not been set into law.

There are many benefits of electronically transmitting IFMs prior to the

arrival of the vessel at port. These benefits include quicker processing of cargo

information by customs authorities resulting in quicker vessel turn-around; a more

Amendments to the Tariff and Customs Code of the Philippines, 2005: Technical Working Group on
SR Nos. 67, 68, 97, 119 before the joint Committees on Trade and Commerce, and Economic Affairs,

13" Congress [hereinafier TWGs] (March 10, 2003) (statemnent of Corazon 8. Bautista, Assistant
General Manager, AISL).
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consistent approach to cargo and vessel reporting for shipping lines; increased
confidence in the system of reporting and timeliness of responses for importers and

exporters; and flow-on benefits for consumers in the form of lower cost of goods.®

Another document which plays an important role in the fight against
smuggling is the bill of lading. This document also contains valuable information
about importation since it has the freight charges and accurate weight readings to
check the importer’s declaration of quantity, valuable factors in the compuration of

duties and charges.

Like the IFMs, bills of lading were also treated by the BOC as private and
confidential documents and were not made available to the public, or even to an
auditing body. The availability of this document to the public will bring transparency

ta the imported goods, thus avoiding smuggling.

It was verified by the BOC during the TWG meetings that there were
instances when freight charges were not stated in the bills of lading. The Burean
lacks a system through which it can coordinate with shipping lines to ensure that
freight charges are properly stated in the bills of lading, not only for shipments of

fruits and vegetables, but also for husary cars, for which there is no standard formula

for computing freight charges.

B, Customs Bonded Warehouses (CBWs)

(1) CBWs as Conduits for Smuggling
Generally, a customs bonded warehouse (CBW) is defined as a warehouse

authorized by the BOC to receive duty-free merchandise. Articles stored in CBWs

&
APEC TRANSPORTATION WORKING GROUP, ELECTRONIC PORTS MANIFEST PROJECT 5 (2002).

.
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are those imported primarily for further processing or transformation into finished

products that are then exported from the Philippines to other countries.

Over the years, it is believed that CBWs have increasingly become conduits
for smuggling activities. This is done by imporiers declaring their shipments for
warehousing so that no taxes or duties are levied upon them. Eventually, the articles
received by the bonded warehouses end up in the local markets, competing with
locally-manufactured products.  Local manufacturers stand to lose in this
arrangement since more often than not, prices of smuggled goods are much lower

than those produced by local manufacturers. Consumers will naturally choose the

lower-priced smuggled goods.

(2) Guarding the CBWs

At present, customs guards are not usually assigned to watch over CBWs.
There are no personnel from the Customs Intelligence and Investigation Service
(CIIS) or thle Enforcement and Security Service (ESS) assigned to CBWs unless the
Commissioner so orders. More often than not, only a warehouseman is assigned to a
CBW. Under the Salary Standardization Law, the salary scale for the position of
warehouseman ranges from salavy grades eleven (11) to thirteen (13).7 Their very low
salaries may be one factor why it is easy to withdraw articles from CBWs without
paying taxes and duties. For a few extra pesos, a warehouseman can simply turn his
back and ignore the surreptitious withdrawal of articles. It must also be noted that
although several CBWs have been shut down recently for non-compliance with

customs laws, no warehouseman has ever been dismissed from service.

7

TWGs, supra note 5 (April 14, 2005) (statement of Nestorio B. Gualberto, Director, Bureau of

Customs).
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(3) Making CBWS3 Liable

It is also important to take into consideration the capitalization requirements
of CBWs. There are existing CBWs with an authorized capital stock of 210 Million
pesos and a paid-up capital of P1 Million. However, these CBW3s store articles with
an appraised value of more than 250 Million. Thus, the corporations’ assets would
not be enough to answer for the unpaid duties and taxes due from the withdrawn
articles. It is precisely for this reason that CBWSs are required to post a bond as trustee
of the goods, so that the bonding companies become answerable for their fiduciary
liabilities. It has been reported, however, that the acrual liabilities of these CBWs
exceed the total assets of these bonding companies, which require a thorough

investigation of this structure because it leaves the government with no ¢ivil recourse.

In addition, The Tariff and Customs Code does not require the disclosure of
the identities of the incorporators and shareholders of the corporations owning the
CBWs. Hence, in the event it is discovered that the CBW is engaged in smuggling,
the government can oﬁly suspend or terminate the operation of the CBW. It cannot

immediately run after the incorporators or members of the board of directors since

the BOC never ascertained their identities in the first place.

Finally, CBWs must be made industry-specific to capture the interest of
industry associations in auditing and closely monitoring the bonded warehouses and

they must be limited to a reasonable numbey that can be strictly supervised by the

BOC.

14



. Valuation Process by the BOC

(1) The Six Methods of Valuation Under the WTO Agreement®

Another important tool to combat smuggling is knowing how the customs
valuation method works. Customs valuation is a procedure applied to determine the
customs value of the imported goods. If the rate of duty is ad valorem, as is the case
in the Phﬂippﬁnes, the customs value is an important tool to determine the duty to be

paid on an imported good.

Axticle VI of the General Agreement on Tariffs and Trade (GATT) laid down
the general principles for an international system of valuation. This article provides
that the value of imported merchandise for customs purposes should be based on the
actual value of said merchandise, or of like merchandise, and should not be based on
arbitrary or fictitious values. Hence, the customs valuation shall, except in specified
circumstances be based on the actual price of the goods to be valued, which is
generally shown in the invoice. The price on the invoice, plus certain allowable

adjustments, is the transaction value, which is the first and most important method of

valuation.

For cases where there is no transaction value, or where the transaction value is
not acceptable as the customs value because the price has been distorted as a result of
certain condirions, the WTQ Agreement lays down five (5) other methods of customs
valuation, to be applied in the prescribed hierarchical order.

The six (6) methods of valuation are as follows:

Method 1: Transaction value
Method 2: Transaction value of identical goods

3 s .
Agreement on Implementation of Article VII of the General Agreement on Tariffs and Trade, 1994,
hitp://www.wio.org/english/docs_eflegal_e/20-val.doo
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Method 3: Transaction value of similar goods

Method 4: Dedunctive method

Method 5: Computed method

Method 6: Fall-back method

Transaction value, in simple terms, is the total payment made by the buyer to
the seller for the imported goods. This includes all payments made by the buyer to

the seller as conditions of the sale. It also includes all payments made by the buyer to

a third parry to satisfy an obligation of the seller.

Certain conditions must first be fulfilled before the first method of valuation
may be employed. Firss, there must be evidence of a sale for export to the country of
importation. This may be a commercial invoice, a contract of sale, or a purchase
order. Second, there must be no restriction on the disposition or use of the imported
merchandise other than restrictions which are either imposed by the country of
importation, limited to the geographic area in which the goods may be sold, or do not
substantially affect the value of the goods. Third, the sale or price must not be subject
to conditions or considerations for which a value cannot be determined with respect
to the goods being valued. Fourth, no part of the proceeds of any subsequent resale,
disposal, or the use of the goods by the buyer will accrue directly or indirectly to the
seller, Fifth, sufficient information must be provided by the importer to enable
customs authorities to make adjustments as to the price paid or payable. Such
information may be how much were the commissions paid, how much were the
packing and container costs and ch;elrges, or the cost of transport, insurance and
related charges up to the place of importation. Finally, the buyer and the seller must

not be related, and even. if they are, the importer must prove that the relationship did

not influence the price of the merchandise.

"
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If custorms authorities find that the tramsaction value presented by the

importer is not acceptable, then they may use the other methods of valuation.

Method 2, transaction value of identical goods, is the tramsaction value of
goods, which are the same in all respects including physical characteristics, quality,
and reputation, produced in the same country as the goods being valued, and by the
same producer as the goods being valued. For this method to be used, the goods must
be sold for export to the same country of importation as the goods being valued. The

goods must also be exported at or about the same time as the goods being valued.

Under Method 3, the transaction value of similar goods is calculated based on
goods, which closely resemble the goods being vahj:[ed in terms of component
materials and characteristics, which are capable of performing the same functions and
are commercially interchangeable with the goods bé‘mg valued, and which are
produced in the same country by the same producer of the goods being valued. For
this method to be used, the similar goods must be sold to the same country of

jmportation as the goods being valued.

When the customs value cannot be derermined on the basis of the transaction
value 'of the imported goods or identical or similar goods, then customs authorities
must resort to the other methods of valuation. The customs value may be determined
through Method 4 (deductive value), The basis shall now be the unit price at which
the imported goods or identical or similar goods are sold to an unrelated buyer in the
greatest aggregate quantity in the country of importation. Again, custorns authoriries
must make sure that the buyer and seller are not related. Also, the sale must take

p?ace at or gbout the time of importation of the goods being valued. If no sale took

"
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place at or about the vime of importation, it is permitted to use sales up to 90 days

after importation of the goods being valued.

Method 5 (computed value), the most complicated method, determines the
customs value on the basis of the cost of production of the goods being valued, plus an
amount for profit and general expenses usually reflected in sales from the country of
exportation to the country of importation of goods of the same class or kind. The local
industry and agencies of the Department of Science and Technology can provide

enough information to use this method effectively and with less difficulty.

Finally, when the customs value cannot be determined under any of the
previous methods, customs authorities may use Metﬁod 6, the fall-back method.
Under this, the customs value may be determined using reasonable means consistent
with the principles and general provisions of the Agreement and Article VII of GATT,
and on the basis of data available in the country of importation. To the greatest
extent possible, this Iﬁethod should be based on previously determined values and

methods with a reasonable degree of flexibility in their application.

(2) How Does the BOC Use the Six Methods of Valuation?

In irs report submirted to the Committee on 03 May 2005, the BOC revealed
that out of the 644,144 shipments that entered Philipﬁine ports® in 2004, they used
Method 1 or the transaction value method for the determination of the customs value
of 641,374 entries. Method 2 was used on 1,082 entries; Method 3 on 974 entries;

Method 4 on 21 entries; Method 5 on 1 entry; and Method 6 on 445 entries. (see

Table 4)

Batangas, Cagayan de Oro, Cebu, Mactan, Clark, Dadiangas, Davao, Nigan, Ioilo, Manilg
[nternational Conlainer Port (MICP), Ninoy Aquino International Airport (NATA), Manila, San
Fernandao, Subic, and Surigao. ’
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Table 4. Year 2004

Method Used Number of Entries Percentage to Total |
1. Transaction value 641, 374 99.570%
2. Transaction value of identical goods 1,052 0.163%
3, Transaction value of similar goods 974 0.151%
4, Deductive method 21 0.003%
5, Computed method Co1 0.000%
6. Fall-back method . 445 0.069%
TOTAL 644,144 100%

Table 5 shows the methods of valuation used B"y the BOC on the 141,809

shipments which entered Philippine ports from January to March 2005:

Table 5. Year 2005

Method Used Number of Entries Percentage to Total
1. Transaction value 141,645 99.884%
2. Transaction value of identical goods 233 0.164%
3. Transaction value of similar goods 146 0.103%
4. Deductive method 4 0.003%
5. Computed method 2 0.000%
6.- Fall-back method 79 10.056%
TOTAL 141,809 100%

It must be peointed out that the BOC used Method 1 to determine the customs

value of entries into Philippine ports 99.570% of the:time for the year 2004, and
99.884% of the time for the first part of the year 2005. Again, it is important to
remember that the customs valuation based on the transaction value method largely
relies on documentary inpu't from the importer. Hence, from the BOC report, it may
be assumed thar more often than not, the BOC relies on the documents presented to

them by the importers, rarely questioning the veracity of these documents and

employing other methods of valuation to ascertain the real customs value of the

imported merchandise.

The lack of an updated valnation library may also account for the constant use

of Method 1 in determining the real customs value. Considering that valoation is the
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heart of customs, and under-valuation is the most common practice of technical
smuggling, it is imperative for the Bureau of Customs to prioritize the upgrading and
maintenance of a web-based valuation library accessible to the public. This will
facilitate the processing of imports and exports, prevent’undue harassment of traders,

and enable the private sector to participate in updating these information.

D. Freeports and Ecozones

(1) Capiralizarion Requirements of Locators

At present, locators are not required a minimum capital amount to set up their
operations in freeports and ecozones.® A locator therefore can bring in hundreds of
millions of pesos worth of goods even though its authorized capital stock is not
commensurate to the value of its importations. Therefore, when the locator commits
violations under the Tariff and Customs Code, the govefnment will have difficulty in
making the corporation liable since its assets alone cannot cover even half of the total

value of its importations.

(2) Coordinarion and Harmonization of Policies with the BOC
[t is also noted that freeport and ecozone authorities often have policies on

certain important issues that are inconsistent with the policies of the BOC.

For instance, under Republic Act No. 4653, it is unlawful for any person,
association or corporation to introduce into any point in the Philippines textile
articles commonly known as used clothing and rags. This law, which took effect in
1966, has not yet been repealed. The Philippine Beonomic Zones Authority (PEZA)

and the Clark Development Corporation (CDC) submitted to the Committees their

" TWGs, supranote 3 (March 10, 2003) (statement of Mr. Ronpie Yambao, SBMA),
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position that they no longer allow the registration of locators whose proposed activity
will involve the importation, processing, and re-exportation of used clothing. The
Subic Bay Metropolitan Authority (SBMA) did not issue a similar categorical
statement. The BOC, however, submitted its position that the entry of used clothing
into export processing zones and special economic zones cannot be deemed as
importation in the strictest sense. According to the Bureau, the charters of the PEZA,
EPZA, and the Subic Special Economic Zones provide that these areas are considered
to be outside customs territory. Hence, until and after the articles entered through
these zones are declared under an Import Entry, the same are not considered to have
technically entered the customs zone. However, if the underlying reason of Rep. Act
No. 4653 to ban the entry of used clothing is for health and sanitation, then in the
same spirit that environmental hazards are banned from landing inside the country,

there is reason to prevent the entry of used clothing and rags into the Philippines.

Meanwhile, on the issue of right hand drive (RHD) vehicles, Republic Act No.
8506 prohibits the entry of these vehicles into the country. However, the SBMA
holds on to its position that these vehicles may be legally imported and converted
inside the Subic economic zone, it being a freeport. In fact, it issues import permits to
'allow the entry of these cars,! The BOC, on the other i:1ax1d, has a differant view on

this matter. In Customs Memorandum Qrder 16-2005, the BOC enjoined vessels and

other carriers from accepting RHD vehicles,

n .
Amendments to the Tar{ff and Customs Code of the Philippines, 2005: Hearing on SR Nos. 67, 68, 97
119 before the joint Committeas on Trada and Commarce, and Econgmle Aftalrg, 130 Congross, V2[7}:

gmrteinm;cer Hearings] (September 13, 2004) (statement of George Jereos, Commisstoner, Burean of
ustoms). ’

at
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The BOC and the authorities of freeports and ecoﬁiones should come up with a
harmonized policy on these matters. The non-coordination of key government
agencies on matters like these encourage the proliferation of smuggling through
freeports and ecozones. Importers will have the opportunity to take advantage of the
confusion to smuggle in goods that are not supposedj ta be allowed entry in the

Philippines in the first place.

(3) Oil Pipeline Between Subic and Clark

Upon the Committees’ inquiry, the CDC and the SBMA reported that there is
an oil pipeline connecting Clark and Subic that is still operational. The pipeline is a
tripartite venture agreement among SBMA, CDC, and a company called the Coastal
Petroleum Depot and Storage Corporation and is being maintained by the last. A
bring-in permit from the CDC is necessary for fuel transfers from Subic to Clark.
Allegedly, these fuel transfers are closely monitored by the BOC on a twenty-four
(24) hour basis. No taxes, however, are being collected from Subic and Clark for the

use of this pipeline.

There should be closer monitoring on the part of the BOC on the oil
importation, exportation, and distribution of the iocatc;rs in Subic and Clark. There
should likewise be closer monitoring by the BOC of the oil consurnption within Subic

and Clark to see if the oil users in these zones were paying the proper taxes or if some

of the oil found its way for consumption outside these zones.

The operation of the pipeline and the bringing in of oil into Clark from Subic’

should likewise be assessed in light of the ruling rendered by the Supreme Count,

"
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which essentially states that tax and duty exemptions gra%m:ed to Clark, John Hay, and
other similar economic zones are invalid."”

(4) SBMA 1S Project: Implementing the Asycyda (Automated System for

Customs Data)

The SBMA IS Project is a World Bank—financet%l institutional strengthening
project undertaken from the peried of May to August 2001. The weaknesses and
trade inefficiencies of the SBMA were properly identified in this diagnostic study and
specific recommendations were made on the legal, ‘operational, and procedural
frameworks of the SBMA and the BOC. Phase I of thiae project was the diagnostic
study; Phase II involves the design of all the new systéms that will be put inr place;

and Phase III involves its actual implementation.

According to the SBMA, they are now in the ili‘flplementation phase, having
gone through the diagnostic and design phases.’ Uponi? query from the Committees,
however, it was revealed that the SBMA has not been able to take up many of the
recommendations made in the IS project. There is no definite schedule for the

completion of the IS project recommendations.

E. Inadequate Human Resources and Salaries in the Bureau of Customs

The Bureau of Customs (BOC) has a manpower complement of 5,842
personnel who are tasked to man fifteen (15) collection districts all over the country.

This complement is inadequate for this instirution to carry out and discharge its duties

and responsibilities under the Tariff and Customs Code.

John Hay People's Alternative Coalition v. Victor Lim, G.R. Nd. 119775, 14 October 2003 and En
s Banc Resolution on the Motion for Reconsideration, G.R. No. 119775, 29 Margh 2005,
TWGs, supra note 5 (January 27, 2008) (statement of Lea Alcaras, Export and Import Division Chief,

SBMA).
23 | /\Mﬁ?



During the course of the hearings and TWG n{eetings, it was observed that
due to the inadequate number of BOC's personnel, several key units arelunable to
properly perform their mandate at a pace quick and methodical enough to curb the
sruggling problem. To illustrate this problem, only 539 CBW customs guards are
tasked to watch over and monitor thousands of transshipment cargoes coming in and
out of 1,400 CRWs. The Post Entry Audit Group only has a handful of personnel to
exhaustively audit almost 700,000 import entries ﬁled'annually. The Warehousing
and Monitoring Unit (WAMU) has only fourteen (14) people to handle the
monitoring and audit of cargo movement in the 1."400 CBWs, excluding those
operating in the Subic freeport and other economic z\“ones, Even the Auction and
Cargo Disposal Division of both the Port of Maﬁila (POM) and the Manila

International Container Port (MICP) suffer from personfﬁel deficiency.

The government’s present direction is towards St%eamlining the bureaucracy in
the next five years. Administrative Order 103, which fook effect in December 2004,
effectively prohibits the hiring of new personnel for the{ next five (5) years. There are
likewise other tools with the primary goal of dOWnsizing the BOC, such 'as natural
attrition through the retirement of personnel and other punitive provisions in the
Lateral Attrition Act (Republic Act No. 9335). Memoraﬁdum Order No. 366 likewise
mandates that there should, at the very least, be a ten pércent (10%) reduction of the

BOC’s employee complement by 2009. Moreover, it is perceived that the application

of infermarion systems teehnology, particularly tha 8500 Million-worth Information
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Technology Modernization Program of the BOC, will greatly reduce costs of

personnel services.!

While we wait for the benefits of automation:to kick in, the BOC should
conduct a comprehensive job analysis and audit actual duties and responsibilities of its
personnel. The Bureau should likewise start realigning staffing patterns with a bias

towards those units that will increase probability of detecting smuggling.

F. Hiphly Politicized Bureaucracy ‘,

It was noted during the hearings and TWG meetings that the Bureau of
Customs (BOC) is guided only by civil service laws in tlg}e hiring and entry of its new
personnel. However, it should be kept in mind that taxétion is a very serious{ business
and represents the lifeblood of our government. In this field, we need men and

women who are highly motivated, skilled, and nationalistic. 'We need people who

i

'

truly know the imporrance of the revenue service. The ‘creation of & Revenue Service
Academy, akin to the present Foreign Service Institute, for the Bureau of Customs

and the Bureau of Internal Revenue would be a step towards the right direction in

H
§

getting the best men and wormen to handle our revenue service.

G. Outdated Penalties

The penalties imposed for violations under the Tariff and Customs Code are
already outdated. These penalties are not deterrence enough for smugglers and rogue

employees of the Bureau of Customs. A new set of penalties is recommended by the

Y TwGs, supra note 3 (Januwary 27, 2005) (statement of Alexander Arevalo, Deputy Comimissioner,

Burgau of Customs),
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Committees to reflect the gravity of the effects of!smuggling on our national

economy.

H. Aundit Sustainability

Under the present law, the Commission on Aj_udit (COA) is mandated to
examine, audit, and settle all accounts pertaining to the:; revenue and receipts of; and
expenditures or uses of funds and property, owned or }.ileld in trust by, or pertaining
to, the Government, or any of its subdivisions, aéencies, or instrumentalities,

‘
including government-owned or controlied corpora%ions with original charters.
With respect to the BOC, it is the COA’s task to conducét a comprehensive é}udil; of all
of its accounts and transactions pertaining to its revenye and receipts, expenditures,
and uses of funds and property. However, with numé:ous government agencies to
monitor, it comes as no surprise that COA can no jglongaer conduct an in-depth
investigation of the BOC’s transactions. At present, t}ije prevailing audit rate is 1.5
percent, which is low when compared with other develé)ping countries.” The lack of

a concentrated, effective and continuous audit only leatls to an increased inclination

to engage in smuggling and other illegal activities since the chances of being caught

are drastically reduced.

Thus, faced with this current situation, the Commitrees are proposing the

‘ | ‘
creation of the Audit and Transparency Group (ATG), to be headed by a Deputy
Commissioner directly appointed by the President. Tiqe Depury Commissioner for

I
the Audit and Transparency shall have the following general authority:

5 MANAEAN, ROSARIO O, (2000) Impreving Poy Administration: ;‘il New View from the Thaory of Tax

f(\;géic;n in a Corrupt Regime, In PHILIPPINE INSTITUTE FOR DRVELOPMENT STUDIES POLICY NOTES
2000-11, ,

t
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i

a. Conduct regular and compreheésive financial énd
performance audit of the whole bureafm and its agencies and
the programs they implement.

b. Cause the conduct of an independenﬂ: third-party audit by a
private institution of the bureau and iés agencies, |

c. Formulate and recomimend to the Co?mmissioner policies to
solve problems identified duriﬁg the audit and
investigations,

d. Conduct investigations to determine fraudulent and graft
and corrupt practices acts, and recommend to the
Ombudsman the filing of criminal actions, and to the
Commissioner the imposition of admil?listrative sanctions,

e. Issue subpoena duces tecum and ad restificandum.

f. Submit an annual report of the résult of its audit and
investigations, which report shall be: made available to the
public through electronic and paper copies.

1

The creation of the ATG will be an effective way to increase the risks

associated with smuggling activities in the country. Working alongside the

Commission on Audit (COA), the ATG can now provide a sustainable counter-

P

checking method wherein the revenues of income-generating agencies can be

thoroughly examined and scrutinized. ;

T
¢

Because the ATG will focus solely on the BOC, the latter will now be able to
concentrate all its resources on making sure that programs, operations and activities

of all BOC departments are proceeding smoothly and that no fraud, deceit, abuse, or

mismanagement are being committed by its officials.

v

It is important that the ATG be given enough personnel for it to be able to

discharge its mandate. These personnel may be sourced from the other departments

of the BOC,.

i
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All in all, the creation of the ATG is the most effective way of increasing the
visks associated with smuggling. It will likewise increase the risks associated with
other illegal activities, such as collusions between government customs officials and

i

smugglers. Increasing these risks will, in the end, lead towards the eradicarion of

smuggling.
111, Recommendations

Based on the foregoing findings, the Committees %propo.se the following courses
of action:
A, Executive

The Committees urge the strengthening of the I\;TIational Anti-Smuggling Task
Force (NASTYF) through funding that will allow ther:n to fully computerize their
operatic;ns and monitoring of importation and exportati;on of goods and the addition

of personnel to facilitate immediate response to reported smuggling activities.

B. Administrative

The Committees urge the Bureau of Customs to tindertake measures to further

enhance its performance and anti-smuggling activities.

In an effort to promote full transparency to prevent smuggling as well as curb
corruption, the BOC should maintain an active websité where all public documents
and information such as IFMs, Bills of Lading, and impbrt Declarations can be
accessed by the public to monitor movement of goods in and out of the country. The
Bureau should exert all efforts to constantly update this website.

The Bureau is encouraged to establish a system through which it can

coordinate with shipping lines to ensure thar freight charges are properly stated in the

"
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bills of lading, especially for products for which there are no standard formula for
computing freight charges.

Since reports showed that the Customs Bonded Warehouses (CBWSs) are being
made conduits for smuggling, CBWs need to be gua%‘rded strictly, and limited to
industry-specific units of a number that the BOC can r;_asonaﬁly handle. The Bureau
is urged to arrange for regular personnel from the Customs Intelligence and
Investigation Service (CIIS) or the Enforcement and iSecurity Service (ESS) to be
assigned to CBWs. é

It may also be helpful if the Bureau can undertake a comprehensive
independent audit, which shall cover its processes, structure, risk assess:ment, and
such other factors that affect the transparent, effective aﬁd efficient functioning of the

1
b

Bureau.

With the end in mind of curtailing smuggling;, the Committees submit the
atrached bill, to be referred to the appropriate committée, embodying the principles
of transparency, accountability and efficiency. The f;:atures of the bill fall under
three categories of intervention: Preventive, or measur%es designed to keep errors or

regularities from occurring; Detective, or measures to discover errors and
irregularities that have already occurred; and C'orrectgive, or measures designed to
provide a remedy for detected errors or irregularities.
1) Preventive
L. Creating a new Deputy Commissioner for the Audit ;nd Transparency Group.
2. Appointment of the Depury Commissioners by ’%the President, through the
recommendation of the Commissioner; except for the Deputy Commissioner for

Audit and Transparency who shall be appointed direéctly by the President.

M
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3. The Deputy Commissioner for the Audit and Transparency shall ‘have the
following general authority:

a. Conduct regular and compreher%asive financial and
performance audit of the whole bureéfu and its agencies énd
the programs they implement (preveni:;ive and detective)

b. Cause the conduct of an independentéthird—party audit By a
private institution of the bureau and i;ts agencies (preventive
and detective) !

c¢. Formulate and recornmend to the Cofﬁnmissioner policieé to
solve problems identified during the aildit and investigations
(corrective) |

d. Conduct investigations to -determiné fraudulent and giraft
and corrupt practices acts, and - recommend to the
Ombudsman the filing of criminal actions, and to the
Commissioner the imposition of administrative sanctions
{corrective) o

e. Issue | subpoena duces tecum and ad testificandum
(corrective) |

f. Submit an annual report of the result of its audit and
investigafions, which report shall beémade available to the
public through electronic and paper cc‘i)pies (preventive) |

4. Making available and accessible to the Deputy Commissioner for Audit and
Transparency the import/export entries at all times.

5. Mandating the electronic transmission of copies Eof inward foreign manifests
(IFMs) prior to the arrival of the vessel and postinig these in the BOC website.

i
(preventive, detective and corrective) ‘

6. Conducting regular audit of customs bonded warehouses in accordance with the
Philippine Institute of Certified Public Accomntants’ auditing standards, which

audit shall be automatically reviewed by the DeputyL Commissioner for Audit and

Transparency. (preventive and detective)

At
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7. Updating the “valuation library” and posting the sdme in the BOC website, and
requiring the customs officer to swear under oath that he used the valuation
library in his assessments.

[

8. Furnishing the Deputy Commissioner for Audit and Transparency copies of the

warehousing entries, and limiting the liquidation théreof to 30 days.

2) Detective
9, Mandating that an inventory of goods in a CBW sh;ouid be made available to the
public, and giving industry groups the power to recommend to the Collector of
Customs the closure of CBWs which violate custome*é laws.

10. Conducting regular and independent audit of transaétions.

3) Corrective ;

11. Expanding the definition of “abandoned goods”, ;naking stricter the rules on
disposition of abandoned goods by explicitlyi prohibiting settlement or
compromise.

12. Ingtitutionalizing industry-specific customs bonded warehouse, and imposing

additional requirements for the application for their operation, particularly on

ownership identity and financial capacity.

13. Increasing the penalties for smuggling and other violations of the Code.

Respectfully submitted:

! CHAIRPERSON

SEN, M A R ROXAS (1.2}

1. Commirtee on Trade and Commerce
2. Commirree on Economic Affairs

31



; u\‘”/ 3
VICE-CHAIRMEDY /

el Vo
ROBOLFO G. BIAZON ICHARD “DICK” GORDON @
Commitiee on Economic Affairs

ommittee on Trade & Commerce

MEMBERS: ?
G A
e » |
SEN.JOKER ARROYO & SEN/ pm CAYETANO ()
SEN. RALPH G, RECTO )

SEN. EDGARDO//A%\IZLRA (12)

SEN. P LeYM. LACSON (D " SEN. MA “JAMBY” MADRIGAL (1.2)

lmf?f% %‘“"-/‘/Zavm(

SEN. SE Glé/é)s NA 111 ’51 2)

EX-OFFICIO MEMBERS:

HON. FRANKLIN M. DRILON
Senate President ‘

1. Committee on Trade and Commerce
2. Committee on Economic Affairs

32



10
11
12

13

SENATE
£§¥1CE OF THE SECRETARY

THIRTEENTH CONGRESS OF )

THE REPUBLIC OF THE PHILIPPINES ) 5 NOY -7 P9B6
‘Second Regular Session ) .
| AecewveD By &
SENATE f L
S. No. 2154

2

- INTRODUCED BY THE MEMBERS OF THE COMMITTEES
ON TRADE AND COMMERCE AND ON ECONOMIC AFFAIRS

AN ACT
AMENDING CERTAIN PROVISIONS OF PRESIDENTIAL DECREE NO 1464,
OTHERW'ISE KNOWN AS THE TARIFF AND CUSTOMS CODE OF THE
PHILIPPINES, AS AMENDED AND FOR OTHER PURPOSES .

Be it enacted by the Senate and House of Repre.s“entatwes of‘ the Philippines in
Congress assemb]ed

Secti"dn' L. .S’bort Title. — This Act shall be known and cited as the “Anti-
Smugghng Act of 2005.”

Section 2. — Section 601 of the Tariff and Cilstoms Code of the Philippines

(TCCP), as amended, is hereby further amended to read as follows:

" “SEC. 601. Chief Officials of the Bureau of C’lfstoms. — The Bureau of Customs |
shall have one chief and FIVE [four] assistant chief‘s,»“jto be known respectively as the
Commissioner of Customs (hereinafter known as thfje Coinmissioner) and FIVE (5)

Deputy Commissioners of Customs, each one to head (a) Customs Revenue and

. " . N G
Collection Monitoring Group; (b) Customs Assessment and ‘Operations Coordinating

Group; (c) Intelligence and Enforcement Group; (d) -&nternal Administration Group;
AND (5) AUDIT AND TRANSPARENCY GROUP, Wilo shall each receive an annual -
compensation in accordance with the rates preséribed by existing law. The

Gommissloner AND DEPUTY COMMISSIONER FOR AUDIT AND

Y
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TRANSPARENCY SHALL BE DIRECTLY APPOINTZED BY THE PRESIDENT. THE

OTHER DEPUTY COMMISSIONERS SHALL BE AP%’OINTED BY THE PRESIDENT

OF THE PHILIPPINES BASED ON THE REéGOMMENDATION OF THE

COMMISSIONER.
“In case of temporary and permanent {racancy, one of the Deputy

Commissioners shall be designated by the Secf:étary of Finance to act as a

* Commissioner of Customs, until the incumbent Commissioner reassumes his duties or .

‘the position is filled by permanent appointment.” ’

Section. 3. — Section 607 of the Tariff and Customs Code of the Philippines

(TCCP), as amended, is?héréby further amended to read as follows:

“SEC, 607. Annual Report of C’ammjﬁfonér: — The annual report of the

Commissioner to the President shall, among other things, contain a compilation of

¥

“the (é) quantity and v.alﬁé of the articles importeél into the Philippines and the -

corresponding amount of customs ditties, taxes and other charges assessed and

} .
collected on imported articles itemized in accordan‘ice with the tariff headings and

i

. subheadings as appearing in the liquidated customs entries provided for in this Code,

(b) pft‘z.:rcelntage collection of the peso value of im'pgorts, (c) quantity and value of
qondifion‘ally—free impértation-s, (d) customs valuatiori over and above letters of credif
0peqed, (¢) quantity and value of tax-free imports, a;ld (f) the quantity and value of
articles e:;ported from the Philippines as well as the %taxes and other éharges assessed
and collected on them for the preceding year. THE, ]:g)EPUTY COMMISSIONER FOR
AUDIT 'A'ND ”I;RANSPARENCY SHALL Rﬁ:GULARﬂY FURNISH [CJcopies of such
ennual report [shall be furnished regularly] to théj-Department of Finance, Tariff
Commission, NEDA, Central Bank of the ?hili}%pines, Bbard of Investments,

Department of Budget, and other économic agencies of the government, on or before

: o
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December 30, of each year.

“For more scientific preparation of the annual report, the Commissioner shall

“cause the corﬁputerization of the data contained in the liquidated entries filed with

“'the Bureau of Customs.”

- Section 4, - Section 609 of the TCCP, as amels%lded, is hereby further amended
to réad as follows:

. “SEC. 609. C'om’miész’oner to Furnish C’ojEJJ'eS of Collectors’ Liquiaated

! Dup!wates -~ The Commissioner shall regularly furmsh the NEDA, the Central Bank -

of the Phlhpplnes, the Tariff Commlssmn, AND T HE NATIONAL STATISTICS

}

OFFICE (NSO) BOTH ELECTRONIC AND PAPER? COPIES of each of all customs

5’
i

.import/ export entries as ﬁled with the Bureau of Cus’;oms. The Tariff Commission ot

its duly authorized agents shall have access to and the right to copy all the customs

i

,11qu1dated import entries and other documents appended thereto as ﬁnally filed in the

' Commission on Audit COPIES OF THE FOREGOING DOCUMENTS SHALL BE

- MADE ACCESSIBLE AND AVAILABLE TO THE DEPUTY COMMISSIONER FOR

AUDIT AND TRANSPARENCY AT ALL TIMES.”
: Séction 5. - Seciéion 709 of the TCCP, as amer;ilded, is hereby furthef amended

tod read‘ as follows: e
“SEC. 709. Authority of the Collector to Remz'% Dutles. — A Collector ;n,h-a'u have

discretionary authority to remit the assessment and cc%;llection of customs duties, taxes

.
!

"and other charges when the aggregate amount of suchl: duties, taxes, and other charges

" is less than FIVE THOUSAND PESOS, and he rria;jr dispense with the seizure of

art1c1es of less than FIVE THOUSAND PESOS in value except in cases of proh1b1ted

1mportations of the habitual or the intentional violation of the tariff and customs

laws.”

T
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Section 6. - A new part shall be inseﬁed starting v;:yith SECTION 713, after Section
712 of the TCCP, as amea';ded which shall read as fo]l%ows: |
“PART 3. AUDIT TRANSPARENGY AN‘P ACCOUNTABILITY
“SECTION 713. THE DEPUTY COMMISSIONER FOR AUDIT AND
TRANSPARENCY | SHALL CONDUCT, IN CC)ORDINATION WITH_ THE |

COMMISSION ON AUDIT, A BUREAU-WIDE AUDIT ON THE OPERATIONAL

PROCESSES, COLLECTION AND FINANCIAL | REPORTING, FISCAL AND

P‘ERS‘ONNELI PERFORMANCE, SYSTEM EFFICIENCY, INTERNAL CONTROIL,

;NFokMATon AND COMMUNICATION FLOW, FRAUDULENT AND ILLEGAL
PRA’CTI'C’ES, AND SUCH OTHER AREAS AS M.P;.Y BE NECESSARY FOR THE
EFFECTIVE OPERATION OF THE BUREAU AND ITS ATTACHED AGENCIES. |

“SEGTION 714. THE APPROPRIATIONS FOER THE BUREAU OF CUSTOMS

SHALL PROVIDE AN ITEM OF EXPENSE FOR

;
?
5

‘AUDIT AS CONTEMPLATED

UNDER THIS ACT, INCLUDING A PROVISION F(})R AN INDEPENDENT AUDIT
!

QF THE BUREAT BY A QUALIFIED PRIVATE COMPANY OR INSTITUTION,

WHICH SHALL BE CONDUGCTED ANNUALLY, OR IN SUCH FREQUENCY AS

i
¢

'MAY BE DETERMINED BY THE DEPUTY COMMISSIONER FOR AUDIT AND

L

TRANSPARENCY UPON APPROVAL OF THE COMMISSIONER.

“SECTION 715. ON THE BASIS OF THE AUbIT CONDUCTED PURSUANT

'TO THE PRECEDING SECTIONS, THE DEPUTY %:OMMISSIONER FOR AUDIT

l
13

' AND TRANSPARENCY SHALL HAVE THE AUTHORITY TO FORMULATE AND

, - | | .
RECOMMEND POLICIES TO THE COMMISSIONER TO ADDRESS THE

IDENTIFIED PROBLEMS AND DEFICIENCIES. UN%LESSTHERE IS REASONABLE

DOUBT ON THE VALIDITY OF THE SAID  AUDIT, THE RECOMMENDATIONS
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SHALL HAVE PERSUASIVE WEIGHT AND SHALL BE PROMPTLY ACTED UPON
BY THE COMMISSIONER,
"“THE - DEPUTY COMMISSIONER SHALL LIKEWISE HAVE THE

AUTHORITY TO CONDUCT INVESTIGATION$ FOR THE PURPOSE OF

1
i
H

© INITIATING PROSECUTION OF FRAUD AND O’]}?HER GRAFT AND ’CORRUPT,

lPRACTICES IN- THE BUREAU, AND SHAL'%L RECOMMEND TO THE

OMBUDSMAN THE FILING OF APPROPRIATE CRIMINAL CASES AGAINST THE
ERRINGSPERSONNEL, AND TO THE COMMISIS};GNER THE IMPOSITION OF |
ADMINISTRATIVE. SANCTIONS. | |

: “SECTION 716, IN. THE CONDUC:I‘ or ITS AUDiT AND

INVESTIGATIONS THE DEPUTY COMMISSIONER OR THE 'PRIVATE
§

; AUDITOR SHALL, HAVE THE AUTHORITY TO REQUIRE THE PRODUCTION OF

%

DOCUMENTS AND REQUIRE BUREAU PERSONNEL TO RESPOND TO ITS
!

-‘ INQUIRIES. EOR THIS PURPOSE, IT MAY ISSUE .S’UBPOE'NA DUCFES TEC’UM I

AND AD TESTIFICMNDUM ANY. PERSON WHO SHALL REFUSE TO ABIDE BY
THE SUBPOENA SO ISSUED MAY BE HELD LIABLE FOR CONTEMPT.

"‘SECTION 717. THE DEPUTY COMMISSIONER FOR AUDIT AND

TRANSPARENCY SHALL SUBMIT AN ANNUAL REPORT. TO THE
COMMISSIONER THE SECRETARY OF FINANCE THE OFICE OF THE |
PRESIDENT, AND THE CONGRESS, STATING THE ERESULT OF ITS INSPECTIONS

AND AUDITS. THE REPORT SHALL CONTAIN ALL THE NECESSARY DATA

" WHICH LED TO ITS RECOMMENDATIONS ANU FINDINGS, AND SHALL BE

i
H

MADE AVAILABLE TO THE PUBLIC THROUGH ELECTRONIC AND NON-

. B s ’ 's !
ELECTRONIC MEANS, UNLESS NON—DISCLOSEURE IS WARRANTED BY

NATIONAL SECURITY.

™
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. Section 7. — A new section to be known af"s SECTION 1001—A is hereby

1nserted after Section 1001 of the TCCP, as amended, yvluch shall read as follows;

- “SEC 1001-A. TRANSMISSION OF ELEGTLOMC COPY OF MANIFEST

f
H

PRIOR Io ARRIVAL - AN ELECTRONIC COPY OF THE CARGO AND

' PASSENGER MANIFEST OF THE VESSEL ENGAGED IN FOREIGN TRADE SHALL o

BE TRANSMITTED TO THE BUREAU OF CUSTOMS A.T LEAST SIX (6) HOURS

PRIOR TO THE VESSEL’S ARRIVAL IN THE PORT bF ENTRY; PROWDED THAT

¥ ’THE '-VESSEL IS AN AIRCRAFT, THE MANIFEST SHALL BE TRANSMI’ITED TO

THE- BUREAU OF CUSTOMS AT LEAST ONEE(1) HOUR PRIOR TO THE

. AIRCRAFT S ARRIVAL IN THE PORT OF ENTR

Section 8. -f— Section 1007 of the TCCP, as amended, is hereby further amended

. to read as follows:

“SEC. 1007. Manifests for Commission on Audit and Collector. - Papers to be

i
£

Deposited with Consul. ~ Irﬁmediatély after the arrival of a vessel from a foreign port, |
tRe'master shalI deliver or mail to the Chairman, Cor%nmis'sion on Audit, Manila, and\
the DEPUTY COMMISSIONER FOR AUDIT AND 'IRANSPARENCY, a copy of the
cargo manifests properly endorsed by the boarding officer, and the master shall |

immediately present to the Collector the original copy of the cargo manifests properly

eridorsed by the boarding officer, and, for inspectic;n the ship's register or other

documents in lien thereof, together with the clearan‘ce and other papers granted to

the vessel at the port of departuré for the Philippines. ’}[
“Section 9. - Section 1210 of the TCCP,‘as"amende‘d, is hereby further amended .

to read as follows: 5

L
|

?’ .

- “SEC, 1210. DJSpos:tjon of ]'mported Art1c]es Remammg on Vessel After Time

for Unlading, - Imported articles remaining on bos«;trc?g any vessel after the expiration

I
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H

~ of the said period for discharge and not reported for‘traﬁsshipment to another port, -

may be unladen by. customs authorities and stored at tihe vessel’s expense.
*“Unless prevented by causes beyond the §ifessezl’s control, such as port

1
H

congestion; strikes, riots, or civil commotions, failure of vessel’s gear, bad weather,
N ’ 5 . } '

\ ! ’ ‘
‘and similar causes, articles so stored shall be entered within FIFTEEN (15) DAYS,

which shall not Be extendible, fr,bm the date Qf di’schéirge of the last package from the

IvesseL or -aitcraft and shall be.claimed within fifteen (155 days, which shall likewise

not be extendible from the date of posting of the notice to claim in conspicuous places

i
:

. i
in the Bureau of Customs. If not entered or not cla“;imed, it shall be disposed of in

accordance with the provisions of this Code.”

‘Section 10. — A new section to be known .%as SECTION 1401-A is hereby

i
+

:inéetteci after Section 1401 of the TCCP, as amended, inhich shall read as follows:

“SEC. 1401-A. VALUATION LIBRARY. -THE COMMISSIONER SHALL
ENSURE THAT THERE SHALL BE A VALUATION ?LIBRARY, WHICH SHALL BE
;
KEPT' UP. TO DATE AND MAINTAINED USI?\TG THE BEST AVAILABLE
TECHNOLOGY. THE VALUATION LIBRARY S%HALL BE MADE READILY
AVA;LABLE TO THE PUBLIC.
Section 11. — Section 1403 of the TCCP, ds amended, is hereby further
amended 1:6 réad as follows:

"“SEC. 1403, Dutles of Customs Officer Tais.{bted to Examine, Classify, and
; ~ @

Appmfsé Imported Articles, — The customs officer tgskea to examine, classify, and |
|

kapprai'se impotted articles shall determine Whethlezi' 'Ithe packages designated for

examination and thelr contents are in accordance wii}:h the declaration in the entry,

invoice, and other pertinent documnents and shall mal!te a return in such a manner to

‘Indicate whether the articles have been truly and cotrectly declared in the entry as

"
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regard their quantity, measurement, weight, and tarif% classification and not imported

_contrary to law, THE CUSTOMS OFFICER SHALI| LIKEWISE CERTIFY UNDER

OATH IN THE RETURN THAT HE USED THE VALUATION LIBRARY IN

CLASSIFYING AND APPRAISING THE IMPORTED ARTICLES, He shall ALSO
S L %
submit a sample to'the laboratory for analysis when feasible to do so and when such

analysis is necessary for the proper classification, appfg‘aisal, and/or admission into the

‘ Phiiippines of imported articles.

“Likewise, the customs officer shall determine the unit of quantity in which

a s ’ : | : :
they are usually bought and sold and appraise the i:;mported articles ini accordance

Iwith Section 201 of this Code.

" “Failure on the part of the customs officer tlgo comply with his duties shall
1 N . .' i‘ .

:subject him to the penalties prescribed under 3604 of é{his Code.”

T ’ : ‘f |
Section 12, — Section 1801 of the TCCP, ds amended, is hereby further

amended to read as follows:

_‘ “SEC. 1'\80‘1. Abandonment, Kinds and Effects of. — An imported article-is -

deemed abandoned under any of the following circumstances:

)

|

d, When the owner, importer, consignee of) the imported. article expressly
signifies in writing to the Collector of Customs his intention to abandon;

B. When the owner, importet, consignee, or interested party after due notice,

fails to file an (énigry within thirty (30) daysé, which shall not be extendible,
frorn the date of discharge of the last package from the vessel or aircraft, or
having filed such entry, fails to claim his ;Empo'rtation within fiftéen (15)
‘days,k which shall not likewise be extendﬂ:tfle, from the date éf posting éxf ‘
the notice to claim such importation; OR \%VHEN THERE IS A WRiTTEN

DE‘NIQ@L OF OWNERSHIP FROM THE ?ERSQN INDICATED ON THE

o
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MANIP;EST OR BILL OF LADING AS THE OWNER, IMPORTER, OR '
CONSIGNEE OF THE IMPORTED ARTIC .
. “Any person who abandons an article or who 'tfaﬂs to claim his importation as

provided for in the preceding paragraph shall be dee;rned to have renounced all his -

interests and property rights therein.”

‘Section 13, — Séction 1802 of the TCCP, %s amended, is hereby further . -

g émended“f:b r'eéd as follows:

'+ “SEC. 1802. Abandonment of Imported Artic]éé. —-An abandoned article shall. -
i

_ipso facto be deemed the property of the Goverfiment. ALL ABANDONED

ARTICLES SHALL BE AUTOMATICALLY SUBJECT TO AUCTION AND SHALL IN .

'NO CASE BE SUBJECT TO SETTLEMENT OR COMPROMISE.

“AN UPbAﬁ"ED LISTING OF ALL ABANDONED SHIPMENTS SCHEDULED

FOR AUCTION SHALL BE POSTED ‘ON THE OFFICIAL WEBSITE OF THE

BUREAU OF CUSTOMS AND AT THE MAIN ENTRANCE OF CUSTOMS HOUSES.

“Nothing in this section shall be construed as lltelieving the owner or importer
. ! .
S |
from any criminal liability which may arise from an};r violation of law committed in

connection with the importation of the abandoned artjcle. -

“Any official or employee of the Bureau of CLstoms ot of other government |
‘agencieé who, having knowlecige of the existence of Ean abandoned article or having
. 3 .
control or custody of such abandoned article, fails to} report to the Collector within

¢
i

twenty-four (24) hours from the time the article is deemed abandoned shall be

punished with the penalties prescribed in Paragraph L Section 3604 of this Code (RA.
7651, June 4, 1993).”
Section 14, ~ Section 1901 of the "I’CCP, “a{s amended, is hereby further

améﬁded. to read as follows:

A



10

11

12

13

14

15

16 .

17

18

19

20

21
22
23

24

95

“SEC. 1901.. .Estjablis}iment and Supervision jof Warehouses. - When the

. business pf the port requires such facilities, the Colldctor, subject to the -approval of .

the Commissioner, shall designate and establish INDUSTRY-SPECIFIC waréhouses

for use asa public and private bonded warehouses, sheds or yards, or for other special -
purposes.

“-‘All‘l‘ such’ warehouses and premises shall be s%abject to the supervision of the

.Collector, who shall impose such conditions as may be deemed necessary for the

protection of the revenue and of the articles stored tha?rein.

Sef:ﬁon 15. — Section 1902 of the TCCP, 'E%rs' amended, .is hereby further
;amende‘d to read as follows:

"“SEC. 1902. Responsibility of Operators. |- The operators of bonded’

. '\Ii'vér"ehduses in case of loss of fhe imported articleé stored shall be liable for the

payment of duties and taxes due thereon.

“The government assumes no legal responsibility in respect to the safekeeping

of articles stored in any customs watrehouse, sheds, yauds, or premises.

“THE OPERATORS OF THE BONDED WAREHOUSES SHALL FOR

LEGITIMATE PURPOSES ‘MAKE. AVAILABLE TO THE PUBLIC AN INVENTORY

OF'ALL 'ARTICLES’STORED THEREIN, FAILURE TO DO SO IS A MANDATORY

'GROUND FOR THE REVOCATION OF LICENSE TO OPERATE A BONDED
! .

WAREHOUSE ”

Sec:tion 16, ~ Section 1903 of the TCCP, aEs amended, is hereby further

amended to read as follows:
'\ “SEC. 1908, Bonded Warehouses. Ap;ﬁlicﬁtion for the establishment of

bonded warehouses must be made in writing and fileil with the Collector, describing
'r

the premiises, the location, and capacity of the san'ge. the purpose for which the

10 | M
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building is to be used AND THE INDUSTRY TO L’WHICH IT BELONGS THE .

|
-APPLICATION SHALL LIKEWISE BE ACCOMPAN%ED BY VERIFIED COPIES OF

DOCUMENTS INDICATING THE OWNERSHI[,P AND THE FINANCIAL
CAPACITY OF THE BONDED WAREHOUSE.
“Upoﬁ receipt of such application, the Collectd; shall cause an examination of

the premises, with reference particularly.to its location, construction and means

| pifo\fitied' for the safekeéping of articles. THE COLLECTOR SHALL LIKEWISE

DETERMINE THE OWNERSHIP ,OF“ THE APPLICANT BONDED WAREHOUSE
TO VERIFY OWNERS OF A BONDED WAREHOUSE WHICH HAD BEEN

CLOSED DUE TO. ITS NON-COMPLIANCE V\/'liTH CUSTOMS LAWS AND

iREGUIATIONS HAS ANY INTEREST THEREIN. IE THE APPLICATION IS found

V sati'sfactdry; THE COLLECTOR.may authorize its es%ﬂblishment, and accept a bp'nd

for its operation and maintenance. The 6perator of such banded warehouse shall pay
an annual supervision fee in an amount to be fixed by the Commissioner. The bonded

warehotse officérs and other employees thereof shall be regular customs employees

-who shall’ be dppointed in accordance with the !Civil Service Law, rules and

regulations.

' “THE PAID-UP CAPITAL AND NET ASSE'I;S OF THE BONDED

WAREHOUSE SHALL BE SET AT AN AMOUNT DETERMINED BY THE

'COMMISSIONER AS SUFFIGIENT TO COVER THE VALUE OF GOODS OF

UNLIQUIDATED ENTRIES WHICH SHAL BE STORED THEREIN AT ANY GIVEN
TIME“ OTHERWISE, THE APPLICATION SHALL NOT BE GRANTED, AND AN
AUTHORITY ALREADY GRANTED SHALL BE REV&KED

“THESE REQUIREMENTS SHALL LIKEWIS£ EXTEND TO REGISTERED
LOCATORS OPERATING UNDER THE CHARTERS OF THE PHILIPPINE’ '

e

11
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. ECONOMIC ZONE AUTHORITY, THE SUBIC BAY METROP’OLITAN

AUTHORITY, AND OTHER FREEPORTS AND ECOZONES.”

Section 17. — A new section to be known as SECTION 1903-A is hereby

.insertéd after Section 1903 of the TCCP, as amended, whiéh shall read as foi]ows:

“SEC. 1903-A. - REGULAR AUDIT OF BONDED WAREHOUSE A
REGULAR AUDIT OF ALL BONDED WAREHOUSES SHALL BE CONDUCTED BY

THE cé;LECToR,- WHICH AUDIT SHALL BE|SUBJECT TO AUTOMAT'.[‘C :

REVIEW BY-THE DEPUTY COMMISSIONER FOR-AUDIT AND TRANSPARENCY.

UPON PETITION OF AN INTERESTED PARTY, A SECOND AUDIT MAY BE

CONDUGTED BY THE DEPUTY COMMISSIONER OR AN INDEPENDENT AUDIT
' MAY BE MADE UPON THE INSTANCE OF THE PETITIONING PARTY IN

- COORDINATION WITH THE DEPUTY COMMISSIONER,

Section 18. — Section 1904 of the TCCP, as amended, is hereby further
amended to read as follows:

. “SEC. 1904. Irrevocable Domestic Letter of'Credit or Bank Guarantee or

' Warehousing Bond. — After articles declared in the entry for warehousing shall have

been examined and the duties, taxes, and other charges shall have been determined,
the Collector shall require from the importer an irrevocable domestic letter of credit,

ba‘ﬁk 'éuﬁfantée,' or CASH bond equivalent to the amount of such duties, taxes and

" othet” char’gés conditioned upon the withdrawal bf articles within the period

‘epr,és‘rcr'ibed' in section nineteen hundred and eight of this Code and for the payment of

any él't‘ftié's‘,’ taxes and other charges to which the atticles shall be then subject and -
ﬁporr compliance with all legal requirements fega‘rdiné their jmfortation.” |
A'S;cﬁztion" 19, ~ Séctibn 1905 of the TCEGP, ais amended, is hereby fu'rt‘h‘ea‘:\

amen'd:éd "'t'o\ read as follows:
T

12
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. upon official notice and approval thereof by the Collector.”

““SEC. 1905., Discontinuance of Warehouses. — {The use of any warehouse may
be discontinued by the Collector at any time when gonditions so watrant; or in the .
case of a private warehouse, upon receipt of written request to that effect from the

operator thereof of. the premises, provideci all the!requirements of the law and

‘re‘gﬁlét‘ioﬁ‘s have been complied with by said operator, A LEGITIMATE INDUSTRY d
GROUP MAY LIKEWISE RECOMMEND TG THE . COLLECTOR THE

DISCONTINUANCE OF THE BONDED WAREHOUSE ON GROUNDS OF NON-

COMPLIANCE WITH THE REQUIREMENTS OF| LAW AND REGULATIONS.
Where the dutiable article ié‘stored' in such prémises}i, the >sa1’ne‘ must be removed at
r;hé ”risk'aric‘l expense of the operator and the premises shall not be relinquished, nor | |
discéﬁ£ini;an‘gé of its use:authorized, until a careful eximination of the accoﬁnt of the

warehouse shall have been made. Discontinuance of gny warehouse shall be effective .

Section 20. - Secti’oh 1906 of the TCCP, as amended, is hereby furthel; :
a:lhendedfo read és follows:

“SEC. 1906. Entry of Articles for Warehousi%]g ~ The entry of articles for

i )
[ ‘ .
jes in the prescribed form, and

Warehbusing shall be in the required number of cop

‘shall be verified as in. the entry of the articles for donsumption. No ‘warehousing
‘ entfy.éhall'be‘acéepfe& for any article if from the entr)l', Suppbﬁiﬁg documents and/ or

 informatioh such ﬁnicle« is imported contraty. to any law, THE CUSTOMS OFFICER

MAKING THE ENTRY SHALL BE RESPONSIBLE FOR TRANSMITTING A COPY

OF THE SAME TO THE DEPUTY COMMISSIONER FOR AUDIT AND

TRANSPARENCY.”

Section 21, — Section 1907 of the TCCP, as amended, is hereby further
ariended to fead as follows:

13
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L “SEC. 1907. Wﬁtﬁ&f&Wa] of Articles from J%onded‘ Warehouse. — Articles

entered under irrevocable domestic letter of credit, or|CASH bond may be withdrawn

at any time for re- exportation; PROVIDED THAT PROOF I8 SHOWN THAT THE

ORDER TO IMPORT THE SUBJECT ARTICLES HAS BEEN CANCELLED;

PROVIDED FURTHER THAT THE ARTICLES TO| BE WITHDRAWN DO NOT

" AMOUNT TO MORE THAN FIFTY PERCENT (509)| OF THE TOTAL INVENTORY |

OF THE BONDED WAREHOUSE.
“The withdrawal ust be made ONLY BY THE IMPORTER OF THE
ARTICLES BEING WITHDRAWN OR BY A REPRESENTATIVE whose authority |

must appear in writing upon the face of the withdrawdl entry.”

Se§tion 22, - 'Sﬁ%étion 1908 of the TCCP, as amended, is hereby ﬁJ.rt‘hler»
émended'to read as follows:

““SEC.. 1908. Lzh;it to Period of Storage in Bonided Warehouse.  Articles duly
gn;cére_(ji fc;lr Ware}‘loqsing‘m;ay reﬁlain'in bonded warehiouses for a maximum period c;f

THIRTY (30) DAYS from the time of RECEIPT OF THE WAREHOUSE, . Articles not

|

withdrawn at the expiration of the pre‘scribed; period shall be DEEMED
ABANDONED AND SUBJECT TO DISPOSITION 1117 ACCORDANCE WITH THE
PROVISIONS OF THIS CODE.”

" Section 23. - A new section to be known ds SECTION 1908-A is hereby

inséi'téd-after Section 17908 of the TCCP, as amended, which shall read ’as folloWé‘:

 “SEC. 1908-A. LIQUIDATION OF WAREHOUSING ENTRIES—THE

LIQUIDATION QOF WAREHOUSING ENTRIES SHALL BE MADE NOT MORE

THAN:"-;{I&REE (3) MONTHS FROM THE TIME OF RECEIPT OF THE

WAREHOUSE.

“A DAILY RECORD OF ALL ENTRIES LIQUIDATED SHALL BE POSTED

A

14
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ON A CONSPICUOUS PLACE IN THE MAIN ENTRANCE OF THE CUSTOMS

-HOUSE, STATING THE NAME OF THE VESSEL OR

ATRCRAFT, THE PORT FROM

WHICH SHE ARRIVED, THE DATE OF HER ARRIVAL, THE NAME OF THE

IMPORTER, AND- THE SERIAL NUMBER AND THE DATE OF ENTRY. THE
COLLECTOR ‘MUST ALSO KEEP A DAILY RECORD OF ALL ADDITIONAL

DUTIES, TAXES AND OTHER CHARGES, FOUND, UPON LIQUIDATION, AND-

'NOTICE SHALL PROMPTLY BE SENT TO THE INTERESTED PARTIES.”

. Section 24. — Section 2001 of the TCCP, as amended, is hereby further
smended to read as follows:

' L “S‘EC.-‘ZOOL\ f’stab]fsbment of Bonded \Maﬁﬁf‘acmring Warehouses. — _AllA -

- articles mamifactured in whole or in part of imported materials, and intended for -

exportation Withc‘nit"béing charged with duty, shall, in-order to be so manufactured -

and exported, be made and manufactured in manufacturing warehouses under such,

rules and regulations as the Commissioner of 'Custjoms with the approval of the

Secretary of Finance, shall prescribe: Provided, That tfg-ie manufacturer of such articles

shall first file a satisfactofy‘ bond for the faithful ol:jiservance of all laws, rules and

1
regulations thereto; PROVIDE];? FURTHER,

~ applicable BONDED

'MANUFACTURING WAREHOUSES SHALL LIKEWISE BE SUBJECT TO THE

PROVISIONS UNDER TITLE V, PART 1 OF THIS CODE, AS AMENDED;

PROVIDED' FINALLY, THAT THESE REQUIREMENTS SHALL EXTEND TO

REGISTERED LOCATORS OPERATING UNDER| THE GHARTERS. OF THE

PHILIPPINE ECONOMIC ZONE AUTHORITY, THE!SUBIC BAY METROPOLITAN

AUTHORITY, AND OTHER FREEPORTS AND ECOZONES.”

“Sééti‘on 25 ~ Section 2002 of the TCCP, als amended, is hereby fﬁrther
ar'neﬁd‘éd to read'aé follt;’vWSZ" |

15
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| .: SEC. 200, Exemption from Duty: ~
e
b. Any imported material used in the ﬁanuf%éﬁre of such articles'-, and ;m&
: pac'kagé, ;:overing; brand e;nd label used iﬁ méting up "the same may, under

the regulation. prescribed by the Commissipn‘er, with the ap}l)l'dval of the
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"Secretary of Finance, be conveyed without the payment of duty into any

bonded. manufacturing warehiouse, and ‘imported articles may, under the

aforesaid regulations, be transferred Withou‘;; the payment of duty from any

to the bonded manufacturing warehouse,

. bonded warehouse into any bonded manu;iacturing warehouse, or to duly
- accreditéd sub-contractors of manufactureP:s who shall process the same

into finished proéiucts for exports and deliver such finished products back

therefrom to be exported; but

this privilege shall not be held to applyito implements, machinery or -

- be used in the manufacture of articles for

apparatus to be used in the constructibn or repair of any bonded
- manufacturing warehouse: Provided, however, That the materials

transferred or conveyed into any bonded manufacturing warehouse shall

exportation within a period of

THIRTY (30) DAYS from date of such tfphsfer or conveyance into the

' R rb_onded‘ ;r‘:ieinﬁfacturing warehouse, which period may for sufficient reasoris

_be further extended for mot more than THIRTY (30) DAYS by the

Ccmmissione‘r. 'Materials not used in” t}e manufacture of articles for

" duties: "Provided, further, That the operat

hundred ind thifty-seven.”

16

,-éxporfégtion within the lﬁrescﬂb'ecl period! ‘shallupair the cﬁrrespon&ing

jon of embroidery and apparel

* firms shall continue to be governed by Republic Act Numbered Till{rty;oﬁe‘
1 .

f
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. EXPORTATION, UPON PROOF THAT THE ORDE]
“"METALS HAS BEEN CANCELLED AND TH/

* WITHDRAWN DO NOT AMOUNT TO MORE THA

firther; That on the arrival of the ores or crude met

g shalll be sarhpléd and assayed according to commercial

" Section 26, ~ Section 2005 of the TCCP, as amended, is he‘i'eby‘further ,

amended to read as follows: |

““SEC. 2005. Bonded Smelting Warehouses. -+ The plants of manufactirers

engaged in, smeltig or refining, or both, of ores an

thetals may be removed from the vessel or aircraft

::1 crude metals, may, upon the

" filing of CASH bonds, be designated as bonded smelting warehouses. Ores or crude

in which imported, or from a -

BOnded jweirlehoﬁse, into a bonided smelting warehouse without the payment of duties

thereon, and there smelted or refined, or both, tog’et}%er with ores or crude metals of

" home or foreign p’rbductionsi Prow'ded, That the ‘CAQH BOND SHALL BE IN a sﬁm -

equal in amount to the regular duties which would Have been payable on such ores

and crude: metals if entered for consumption at the tirine of their importation, and the -

sevéral}éhéi'ges against such bond shall be cancelled upon the exportation or de’livery

one hereof of a quantity of the same kind of metal

to ‘a bonded manufacturing warehouse established under section twenty hundred and

equal to the quantity of metal

pl;oiiuéi;t)le “from the smelﬁng or refining, or both, of the dutiable metal contained in

such ores or crude metals, due allowance being made of the smelter wastige as

ascertained from time to time by the Commissioner: Provided, fitrther, That the said

THE TOTAL INVENTORY OF THE BONDED SMEL]

E“‘rri'etéls- “so producible or -any portion thereof, may . be withdrawn for RE- |

X TO IMPORT THE SUBJECT
\T THE METALS TO BE |
N FIFFY PERCENT (509) OF
MING WAREHOUSE: Provided,
als at such eséablishmenés they

methods under the supervision

of ‘proper government officials; Provided, Airther,

17

g‘fiat a1l labor performed and

m
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‘Cdmmissioner with the approval of the de-partment h

services rendered pursuant to this section shall be undier the supervision of the proper

customs .official ‘and at the expenses of the manufacty

-regulations for carrying out the provisions of this sec

irer; Provided, firther, That all |

tion shall be prescribed by the

vad: Provided, FURTHER, That

'th'e; se\}éral c'hai'ges; Ja'ga’inst‘the bond of any smeitiﬁg varehouse established under the

prowsmns of this section may be cancelled upon

he exportatlon or transfer to a

honded manufactunng warehouse from uny othet} ‘bonded smelting warehouse' ‘

ccriv‘e:régl by operbonds, eéual to the amount of metal }

"reﬁning,‘ or both, of the dutiable metal contained 1

' estéblishéd,under'thi§ section of a quantity of the same kind of metal, in excess of that

broducible from the stelting or*

R N

n ‘the imported ores or crude

metals, due allowance being made of the smelter wastage as ascertained frorm time to-

“time by the Commissioner with the approval of the

'FINALLY, THAT BONDED SMELTING WAREHC

SUBJECT TO THE PROVISIONS UNDER TITLE V,

AMENDED.”

department head: PROVIDED
JUSES. SHALL LIKEWISE BE

'PART 1 OF THIS CODE, AS -

Section 27. ~ Section 2503 of the TCCP, gs amended, is hereby further

amen&ed to read as follows:

“QEC, 2508. Undervahation, Misclassification,

and Misdeclaration in Entry. -

When the"dutiable value of the imported articles sh%ill be sol declared and entered

‘that the duties based on the declaration of the imp

would be léss by ten percent (10%9) than should be

‘impbri:ed‘articies shall be so described and entered

orter on the face of the entry
legally collected, or when the

that the duties based on the

importer’s description on the face of the entry would be less by ten percent (109) -

than should be legally collected based on the tariff ¢lassification, of when the dutiable

Wwelghit; rheasurement or quantity 'of imported: articled is found upon examination to

18
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exceed by ten percent (10%) or more than the éntered weight, measurement or
quantity, a surcharge shall be collected from the ir%porter in an amount of not less
than the difference befwe*en the full duty and the; estimated duty based upon the
decla?atio%x of the importer, nor more than twice 'oé such difference: Provided, 7?131“

anundervaluation, misdeclaration in weight, measurement or quantity of more than

thirty percent (30%) between the value, weight, meapurement or quantity declared in

the entry, and the actual value, weight, quantity, o measurement shall constitute a
prima facie evidence of fraud penalized under Sectioq!s 2530 AND 3602 of this Code:
g .

Préwﬂed ﬁmt!:;ez; That any misdeclared or undeclarieizd imported article/ items found

"11?’011‘ examination shall ipso facto be forfeited in %avor of the Government to be

disposed of pursﬁant to the provisions of this Code.”
- Section 28.—Section 2603 of the TCCP, as amended, is hereby further

amended to read as follows:

“SEC. 2603. Mode of Sale. — In the absence of g-any special provision, subject to

|
v l '
the provisions of Section 2601 above provided, proper}:y subject to sale by the customs
"’;-
authorities shall be sold at public auction within FIFj!EEN (15) DAYS after ten (10)

days notice of such sale shall have been PUBLISHED IN AT LEAST (2)

NEWSPAPERS OF ' GENERAL CIRCULATION, P%OSTED ON THE OFFICIAL

WEBSITE OF THE BUREAU OF CUSTOMS, ANI;; conspicuously posted at the
FRONT ENTRANCE OF THE CUSTOMS HOUSE.”

Section 29. — Section 3601 of the TCCP, aé!‘ amended, is hereby further

" amended to read as follows:

“SEC. 3601. Unlawful Importation. ~ Any pTrson who shall fraudulently
import or bring into the Philippines, or assist in so doil%’lg, any article, contrary to law

or recaive, nonceal, buy, sell, or in any way facilitate the transportation, concealment
1

» "



—

or sale of such article after importation, knowing the same to have been imported
contrary to law, shall be guilty of smuggling and shall be punished with:

1. A fine IN AN AMOUNT EQUAL TO THE APPRAISED VALUE PLUS FIFTY

10
11
12
13
14
15
16
17
18
20

21

22

24

25

PERCENT THEREOF and imprisonment of 1?01: less than six months and one
day nor more than four years, if the appraiseld value, to be determined in the
manner prescribed under this Code, includir#g duties and taxes, of the article.

unlawﬁ;lly‘)importe‘d exceeds FIVE THOUSA}ND PESOS but does not exceed

 fifty thousand pesos;

. A fine IN AN AMOUNT EQUAL TO THE APPRAISED VALUE PLUS FIFTY

£
PERCENT THEREOF and imprisonment of I%mt less than FOUR YEARS and

H

N [3 'j - . L)
one day nor more than eight years, if the appraised value, to be determined in

|

;
the manner prescribed under this Code, inqéluding duties and taxes, of the

|

 article unlawfully_iﬁpbﬂed is more than FIFTY thousand pesos but does not

!

exceed one hundred fifty thousand pesos;
!

. A FINE IN THE AMOUNT EQUAIL TO THE APPRAISED VALUE PLUS

FIFTY PERCENT THEREOF AND IMPRISONMENT OF NOT LESS THAN
1

FIGHT YEARS AND ONE DAY NOR MOR?E THAN TWELVE YEARS, IF

THE APPRAISED VALUE, TO BE DETE%RMINED IN THE MANNER
PRESCRIBED UNDER THIS CODE, INCLUDENG DUTIES AND TAXES, OF

THE ARTICLE UNLAWFULLY IMPORTED!| EXCEEDS ‘ONE HUNDERED

FIFTY THOUSAND PESOS BUT DOES -NOIT EXCEED TWO HUNDRED

FIFTY THOUSAND PESOS;

. A FINE IN THE AMOUNT EQUAL TO THE APPRAISED VALUE PLUS

FIFTY PERCENT THEREOF AND IMPRISONMENT OF NOT LESS THAN

TWELVE YEARS AND ONE DAY NOR MORE THAN FIFTEEN YEARS, IF
t

M
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N i ) '
THE APPRAISED VALUE, TO BE DET&ERMINED IN THE MANNER
| _
PRESCRIBED UNDER THIS CODE, INCLUPING DUTIES AND TAXES, OF

' i
THE ARTICLE UNLAWFULLY IMPORTEiD EXCEEDS TWO HUNDRED

* FIFTY THOUSAND PESOS BUT DOES NOT EXCEED FIVE HUNDRED

{
i
THOUSAND PESOS; l
}

. A FINE IN THE AMOUNT EQUAL TO ’I?HE APPRAISED VALUE PLUS

!
FIFTY PERCENT THEREOF AND IMPRIS@NMENT OF NOT LESS THAN

|
FIFTEEN YEARS AND ONE DAY NOR MO;RE THAN TWENTY YEARS, IF

|

THE APPRAISED VALUE, TO BE DETERMINED TN THE MANNER

' !
PRESCRIBED UNDER THIS CODE, INCLUI?ING DUTIES AND TAXES, OF
:

’ ) }
THE ARTICLE UNLAWFULLY IMPORTE]}D EXCEEDS FIVE HUNDRED

THOUSAND PESOS BUT DOES NOT EXCEED ONE MILLION PESOS;

i

i
i

6.. A FINE IN THE AMOUNT EQUAL TO THE APPRAISED VALUE PLUS

FIFTY PERCENT THEREOF AND LIFEE IMPRISONMENT, IF THE

APPRAISED VALUE, TO BE DETERI\%IINED IN THE MANNER

PRESCRIBED UNDER THIS CODE, INCLUD;[NG DUTIES AND TAXES, OF

{
"THE ARTICLE UNLAWFULLY IMPORTED EXCEEDS ONE MILLION

H
H
{

PESOS.

i
}

| . :
. -The penalty of prigion mayor TO RECLUSION TEMPORAL shall be imposed -

when the crime of serious physical injuries shail have been committed and the

penalty of reclusion perperua to death shall I?e imposed when the crime of
i

- homicide shell have been committed by reas?pn or on the occasion of the

unlawful importation.

“In applying the above scale of penalties, if tl'fe offender is an alien and the

prescrived peﬁait;y" is not death, he shall be deported after serving the séntence

S
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- . j .
without further proceedings of deportation. If the offender is a government official or

employee, the penalty shall be the maximum as }h’ereinabove prescribed and the

offender shall suffer an additional penalty of perpgitual disqualification from public

i
i

office, to vote and participate in any public election. |

§
i

:
“When, upon trial for violation of this section, the defendant is shown to have

had bossession of the article in question, possession shall be deemed sufficient

evidence to authorize conviction unless the defendé%it shall explain the possession to

the satisfaction of the court: Provided, however, That payment of the tax due after

apprehension shall not constitute a valid defence|in any prosecution under this
section.”

Section 30. -- Section 3603 of the TCCP, ias amended, is hereby further

|
|
|

amended to read as follows:

“SEC. 3603 ‘Failure to Report Fraud. - Any matxstér, pilot in command or other
i ,

I

officer, owner or agent of any vessel or aircraft trading with or within the Philippines
t
¢

and any employee of the Bureau of Customs who, ha,%"ing cognizance of any fraud on

f
the customs revenue, shall fail to report all inforiﬁation relative thereto to the

: ;

!

Collector as by law required, shall be punished by % fine of not LESS THAN ONE
HUNDRED ‘THO'USAND 'PEiSOS BUT NOT MORE 1TH.AN ONE MILLION PESOS
AND IMPRISONMENT OF NOT LESS THAN EIC?:!LE[-IT YEARS BUT NOT MORE
THAN TWELVE YEARS. If the offender is an alien, h? shall be deported after serving

the sentence, If the offender is a public official or empéoyee, he shall suffer additional

{

penalty of perpetual ﬂié.qualiﬂcation to hold public oﬁ‘%‘ce, to vote and to participate in

any election,”

|
: E
Seationn 31, ~ Sactlon 3604 of the TCCP, atlE amended, is hereby further

ht

arhendéd to read as follows:

22
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“SEC. 3604. Staturory Offenses of Officials %ﬂd Employees. — Every official, .

agent or employée of the Bureau or of any other aéen‘cy of the government charged
' !

“with the enforcem‘ent of the provisions of this Code, who is guilty of any delinquency

%
herem below - 1nd1cated shall be punished with a} fine of not LESS THAN ONE

HUNDRED THOUSAND PESOS BUT NOT MORE THAN ONE MILLION PESOS
!

AND IMPRISONMENT OF NOT LESS THAN EIGHT YEARS BUT NOT MORE
' i

THAN :TIWELVE YEARS and perpetual disqualificat%ion to hold public office, to ';r‘c')te
'aﬁnd“ix’J pérticipafe in any public office election:.

(a) 3o

KKK XXX XXX

() 00 "

Section 32, -- Section 3605 of the TCCP, as amé;ilded, is hereby further amended
to read aé follows: |

- “SEC. 3605. Concealment or Destruction of Efvidence of Fraud. ~ Any person

1

who willfully conceals or destroys, any invoice, bool% or paper relating to any article

liable to duty after an inspeci:ion thereof has been demanded by the Collector of any
!

collection district or at anytime conceals or destroys ény such invoice, book, or paper
= |

for the purpose of suppressing any evidence of fra:‘ud therein contained, shall be

punished with a fine of not LESS THAN ONE HUNDRED THOUSAND PESOS BUT

NOT MORE THAN ONE MILLION PESOS AND IMPRISONMENT OF NOT LESS
THAN EIGHT YEARS BUT NOT MORE THAN TWELVE YEARS.”

Section 33. ~ Section 3606 of the TCCP, as amené;led, is hereby further amended
i
to read as follows: :

“SEC. 3606. Affixing Seals. — Any person Whé), without authority affixes or

attaches & customs seal, fastening, or mark or any seai, fastening or mark purporting

at
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to be a’'customs seal, fastening or mark to any ve%s'sél, vehicle on land, sea or air,

‘warehouse, or package, shall be punished with EEI fie of not LESS THAN ONE
. - | .
' ‘HUNDRED THOUSAND PESOS BUT NOT MORJF THAN ONE MILLION PESOS

oo {
" AND TMPRISONMENT OF NOT LESS THAN E],?GHT YEARS BUT NOT MORE

THAN 'I'WELVE YEARS. If the offender is an alien, ?he shall be deported after serving

the sentence, If the offender is a public official iEJr employee, he shall suffer an
P s

additional penalty of i;)erpetual disqualification to l‘iold public office, to vote and to -

participate in any election.”

Section. 34, Separail:iility;CIause. ~ Any portion or provisions of this Act that may
) i

be declared unconstitutional or invalid shall not h‘aﬁre the effect of nullifying other -
. : .o '

i :
portions and provisions hereof as long as such remaining portion or provision can still -
’ i

s'ub;ist and be given effect in their entirety.

. Sécfipn" 35. “ Re‘p’eaIing Clause, — All other léws, decrees, executive orders,
,proclaxﬁgtions and administrative 'fegulations, or part% thereof consistent herewith are
herei:wy»repealed ar modiﬁed accordingly.

Section 36. Effectivity Clause. — This Act shall tal;fi‘eeffect fifteen (15) days after its
publié:‘ation in at least two‘ (2) national papers of gene'rz;al circulation.

Adoptéd. |
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