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THURSDAY, FEBRUARY 8, 2001

OPENING OF THE SESSION

At 10:26 a.m., the Senate President, Hon. Aquilino Q.
Pimentel Jr. called the session to order.

The President. The 53rd session of the Senate in the Third
Regular Session of the Eleventh Congress is hereby called to
order. .- .

Let us all stand for the opening prayer to be led by Sen.
Loren Legarda-Leviste. She is not yet in the hall. So let us
have a one-minute... Ah, Senator Magsaysay will read the
prayer on her behalf.

Everybody rose for the prayer.
PRAYER

Senator Magsaysay. This is on behalf of Sen. Loren
Legarda-Leviste, Mr. President. ‘

Mahal naming Panginoon,

Sa nalalapit na pagtatapos ng makasaysayang
Kongresong ito, nais po namin Kayong bigyang
pasasalamat sa Inyong walang tigil na paggabay sa
aming isip, kilos at gawa. Kayo ang marapat naming
bigyang pagpupugay dahil kung hindi dahil sa Inyong
patnubay at sa talino at lakas na ipinagkaloob Ninyo sa
amin, ay hindi ponamin maisasagawaang lahatng mga
samut-saring tungkulin namin bilang mga senador ng
Republika, mambabatas at tagapaglingkod ng bayan.

Hiling namin na ang lahat ng mga batas na aming
naipasa at naipatupad ay magdulot ng lubos na kabu-
tihan at kaginhawaan sa aming mga milyun-milyong

_ pinaglilingkurang mamamayan, at para sa higit
pang ikauunlad ng aming bayan. Huwag sana kaming
makalimot na kami ay Inyong iniluklok sa aming
kinalalagyan ngayon upang maging sanga at haligi
ng Inyong kabutihan, at bilang mga tagapaglingkod
lamang,

Alam namin na marami pa kaming mga bagay na
dapat matutunan at maisagawa, at suliraning dapat
gampanan saaming pagbabalik sa susunod naKongreso.
Hiling po namin nasaaming pansamantalang pagtatapos
ay mabigyan kami ng pagkakataon na makaipon pa ng
kinakailangang lakas ng katawan at lakas ng espiritu,
upang magampanan ang lahat ngito.

Nagpapasalamat pokami, Panginoon, samagandang
samahan at pagkakaibigan na aming nabuo nitong mga
nagdaang taon, na kahit na sa matinding pagdedebate
at pagkakaiba ng aming mga opinyon, ay nananaig pa
rin ang aming pagkakaisa bilang isang Kamara na may
mataasnatungkulin at pananagutan salnyoatsabayan.
Ang ilan po sa amin ay magsisilbi na sa ibang pama-
maraan. Hiling po namin na patuloy Ninyo silang
gabayan at patnubayan sa bago nilang mga tungkulin.

Higitsalahat, hinihiling ponamin naang nalalapit
na eleksyon ay maging maayos, malaya, at mapayapa.

- Gabayanpo Ninyoang ating mga mamamayan sa pagpili

ng mga pinuno na tapat sa kanilang tungkulin at sa
layuning mapaunlad ang bayan.

Muli, ang aming taus-pusong pasasalamat sa Inyo

aming mahal naPanginoon,

Amen.
ROLL CALL
The President. The Secretary will pleasecall theroll.

TheSecretary, reading:

Senator Teresa Aquino-Oreta .......ccoeeceieees Present*
Senator Robert Z. Barbers........ccccceceenvennene Absent**
Senator Rodolfo G. Biazon .........ccceecveeeennene Present*

Senator Renato L. Compafiero Cayetano.... Present
Senator Anna Dominique M.L. Coseteng ... Present

Senator Miriam Defensor Santiago ............. Present*
SenatorFranklinM. Drilon. ........cccoveeureenenee Present
Senator JuanPonce Enrile .........c.cceererrerennne Present
Senator Juan M. Flavier ........cccoveveerenninnes Present
Senator Teofisto T. Guingona Jr. ................ Present
Senator Gregorio B.Honasan.............ceeeenee. Present
Senator Robert S. Jaworski....c.ccceeseeesseeneses Present
SenatorLorenB. Legarda-Leviste .............. Present*
Senator Ramon B. Magsaysay Ir. ............... Present
Senator BlasF. Ople .......ccoervininirnsiacrcnnnns Present*
Senator John Henry R. Osmefia Present
Senator SergioR. OsmefiaIll ................. .... Present* '
SenatorRamonB. Revilla..........ccceevenninianes Present
Senator Raul S. ROCO ......ccovenenniriviinerenseien Present
Senator Vicente C. Sotto I .........ccoeruereecne Absent
Senator Francisco S. Tatad ..........cooveeeniene Present

The President . .- X . . ._Present

* Arrived after the roll call

** On account of illness
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“Any proceeding directly affecting any
ruling, order or decision of the Court of Tax
Appeals shall have reference over all other
civil proceedings except habeas corpus, work-
men’s compensation, and election cases.”

SEC. 11. Retention of personnel; security of
tenure;upgrading of positions and salaries. - All
existing permanent personnel of the Court of Tax
Appeals shall not be adversely affected by the amend-
ment in this Act. They shall continue in office and
shall not be removed or separated from the service
except for cause as provided for by existing laws. The

incumbent Executive Clerk of Court IT and the two (2) -

Executive Clerks of Court I presently performing the
functions of Clerk of Court and Deputy Clerks of
Court shall be retained as Clerk of Court and Division
Clerks of Court, respectively, under this Act. Further,
the present positions and salaries of personnel shall
be upgraded to the level of their counterparts in the
Court of Appeals.

SEC. 12. Transitory Provisions. - In consonance
with the above provisions, the incumbent Presiding
Judge and Associate Judges shall immediately
assume the position of Presiding Justice and Associate
Justices, respectively, upon approval of this Act with-

_out the need of reappointment and shall automatically

constitute a division under Section 2 hereof.

SEC. 13. Appropriations. - Theamount necessary
to carry out the provisions of this Act shall be included

‘inthe General Appropriations Act of the year following

its enactment into law and thereafter.

SEC. 14. Repealing Clause. - Alllaws, executive
orders, executive issuances or letters of instructions, or
any part thereof, inconsistent with or contrary to the
provisions of this Act are hereby deemed repealed,
amended or modified accordingly.

SEC. 15. Separability Clause. - If for any reason
any section or provision of this Act shall be declared
unconstitutional or valid, the other parts thereof not
affected thereby shall remain valid.

SEC. 16. Effectivity Clause. - This Act shall take
effect fifteen (15) days afterits publicationin atleast two
(2) newspapers of general circulation.

Approved,
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CONFERENCECOMMITTEEREPORT
ONS.NO.2196/H.NO. 8623
(Amendingthe Tariff & Customs Code)

Senator Tatad. Mr. President, I move that we now consider
the Bicameral Conference Committee Report on the disagreeing
provisions of Senate Bill No. 2196 and House Bill No. 8623.

The President. Is there any objection? [Silence] There
being none, the motion is approved.

Senator Tatad. Iaskthat SenatorEnrilebe recognized once
more to sponsor this report.

ThePresident. Senator Enrileis recognized.
REPORT OF SENATORENRILE
Senator Enrile. Thank you, Mr, President.

Ladies and gentlemen of the Senate: The Conference Com-
mittee on the disagreeing provisions of Senate Bill No. 2196 and
HouseBill No. 8623, afterhaving met and having fully discussed
the subject matter of the conference taken up in the conference,
hereby report the following:

1. The House version was adopted as the working draft.

2. Section 2 of the working draft, amending Section 1302 of
the Tariff and Customs Code, TCCP, for short, on import entries
was modified such that all importations under formal entry shall
be covered by a Letter of Credit or any other verifiable document
evidencing payment,

3. Section 2 of the Senate version, amending Section 1603
of the Tariff and Customs Code of the Philippines on the Finality
of Liquidation, by increasing the period from one to three years, -
and adding compliance audit as one of the reasons for
liquidation not to be final was adopted as Section 4 of the
reconciled version.

As a consequential amendment to Section 1603 of the
Tariff and Customs Code of the Philippines, Section 1407 of
the same Code on Readjustment of Appraisal Classification or
Return, was amended and inserted as Section 3 of the recon-
ciled version.

4, Section 3 of the House version, adding a new section
to the Tariff and Customs Code of the Philippines to be known
as Section 2317 on the Government’s Right of Compul-
sory Acquisition, was adopted as Section 5 of the reconciled
version, .
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5. Section 3 of the Senate version, which amends Section
2401 of the Tariff and Customs Code of the Philippines.on
Supervision and Control Over Judicial Proceedings, by replacing
the word “Judicial” with the words CRIMINAL AND CIVIL and

~ byadding that the Bureau of Customs officers shall conduct such

proceedings with the Commissioner’s approval, was adopted as
Section 6 of the reconciled version.

6. Section4 of the House version, amending Section 2606 of
the Tariffand Customs Codeof the Philippines onthe Disposition
of Surplus from the Proceeds of Sale of Abandoned or Forfeited
Atrticles, by adding theword ACQUIRED Atrticlesto the coverage
of Section 2606, and providing thata special trust fund be created
for the purpose of financing the compulsory acquisition of im-

ported goods by the government, was adopted as Section 7 of the

reconciled version.

7. Section 4 of the Senate version, regarding the insertion
of a new section in Part 2, Title VII of the Tariff and Customs’
Code of the Philippines, to be known as Section 3516 on the
SCOPE OF THE AUDIT wasadopted as Section 10 of the recon-
ciled version.

8. Section 7 of the Senate version, amending Section 3604 of
the Tariff and Customs Code of the Philippines on Statutory
Offenses of Officials and Employees, by adding the disclosure
without authority of law of confidential information gained
during an investigation or audit, or the use of such information
for personal gain or to the detriment of the government, the
bureau or third parties, was adopted as Section 14 of the recon-
ciled version.

9. The title of the reconciled version shall read:

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

In case of conflict between the statements stated in this
Explanatory Statement and those of the provisions of the recon-

ciled version in the accompanying Conference Comnuttee

Report, the provisiqns of the latter shall prevail.

Isubmit, for the consideration ofthe Chamber, Mr. President,
thisBicameral Conferen_ce Comnﬁﬁec Report.

APPROVAL OF THE CONFERENCE COMMITTEE
REPORT ON S. NO. 2196/H. NO. 8623

Senator Tatad. Mr. President, I move for the approval of
the report.

The President. We thank Senator Enrile for that report. Is
there any objection? [SxIence ] There being none, the motion
is approved.

The following is the whoIe text of the conference committee
report:

CONFERENCECOMMITTEEREPORT

The Conference Committee on the disagreeing
. provisions ofHouseB111 No. 8623, entitled

AN ACT AMENDING CERTAIN PROVISIONS OF
PRESIDENTIAL DECREE NO. 1464, OTHER-
WISE KNOWN AS THE TARIFF AND
CUSTOMS CODE OF THE PHILIPPINES, AS
AMENDED, ANDFOR OTHER PURPOSES

and Senate Bill No. 2196, entitled

AN ACT AMENDING CERTAIN PROVISIONS OF
PRESIDENTIAL DECREE NO. 1464, OTHER- -
WISE KNOWN AS THE TARIFF AND
CUSTOMS CODE OF THE PHILIPPINES, AS
AMENDED, AND FOROTHER PURPOSES,

having met, after full and free conference, has agreed

to recommend to their respective Houses that House

Bill No. 8623 inconsolidation with Senate Bill No. 2196,

be approved in accordance with the attached copy of

the bill as reconciled and approved by the conferees:

CONFEREESONTHEPART
OFTHESENATE

(Sgd.YHON. JUANPONCEENRILE
(Sgd.)ROBERTS. JAWORSKI
(Sgd.) JUANM.FLAVIER

| CONFEREESONTHE PARTOF THE
" HOUSE OF REPRESENTATIVES

(Sgd.)HON.OSCARS.MORENO
(Sgd.)HON.DANILOE. SUAREZ .
HON.JOKERP. ARROYO

(Sgd)HON.MAGTANGGOLT.GUNIGUNDOI
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'(Sgd.)HON. HERMINIOG. TEVES
HON.CONSTANTINOG. JARAULA

AN ACT AMENDING CERTAIN PROVISIONS OF

' PRESIDENTIAL DECREE NO. 1464, OTHER-
WISE 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
Representatives of the Philippines in Congress
assembled.

SECTION. 1. Section 201 ofthe Tariffand Customs
Code of the Philippines, as amended, is hereby further
amended to read as follows:

““SEC.201. BasisofDutiable Value. - (4) METHOD
ONE. - TRANSACTION VALUE. - Thedutiable value
of an imported article subject to an ad valorem rate of
duty shall be the transaction value, which shall be the

price actually paid or payable for the goods when sold

for export to the Philippines, adjusted by adding [the
followingto the extent thatthey areincurred by the buyer
but are not included in the price actually paid or payable
for the imported goods]:

(1) THE FOLLOWING TO THE EXTENT
THATTHEY ARE INCURRED BY THE BUYER BUT
ARENOTINCLUDEDINTHEPRICEACTUALLYPAID
ORPAYABLEFOR THEIMPORTEDGOODS:

[(@)] (A) Commissions andbrokerage fees (except
buying commissions);

(B) Cost of containers; [and]
(C) Thecostpacking, whetherfor labouror materials;

[(b)] (D) The value, APPORTIONED AS
- APPROPRIATE, of THE FOLLOWING GOODS AND
SERVICES: materials, components, partsand SIMILAR
items incorporated in the imported goods; tools; dies;
moulds and similar items used in the production of
imported goods; materials consumed in the production
of the imported goods; and engineering, development,
artwork, design work, and plans and sketchesundertaken
elsewhere than in the Philippines and necessary for the
production of imported goods, where such goods and
services are supplied directly or indirectly by the buyer
free of charge or at a reduced cost for use in connection
with the production and sale for export of the imported

218

goods; [, to the extent that such value has not been
included in the price actually paid or payable;]

[(©)] (E) The amount of royalties and license fees
RELATED TOTHE GOODS BEING VALUED that the
buyermust pay, either directly or indirectly, [inconnection
with the goods being valued,] as a condition of sale of
the goods to the buyer;

[(d)] (2) Thevalueofany part of the proceeds of any
subsequent resale, disposal or use of the imported
goods that accrues directly or indirectly to the seller;

[(e) (3) Thecostoftransport of the imported goods
from the port of exportation to the port of entry in the
Philippines;

[(f)] (4) Loading, unloadingand handling charges
associated with the transport of the imported goods
from the country of exportation to the port of entry in
thePhilippines; and

[(8)] (5) The cost of insurance.

ALL ADDITIONS TO THE PRICE ACTUALLY
PAID OR PAYABLE SHALL BE MADE ONLY ON
THE BASIS OF OBJECTIVE AND QUANTIFIABLE
DATA.

NOADDITIONSSHALLBEMADE TOTHEPRICE
ACTUALLYPAID ORPAYABLEINDETERMINING
THE CUSTOMS VALUEEXCEPT ASPROVIDEDIN
THIS SECTION: PROVIDED, THAT METHOD ONE
SHALL NOT BE USED IN DETERMINING THE
DUTIABLE VALUEOF IMPORTED GOODSIF:

(A) THERE ARE RESTRICTIONS AS TO THE
DISPOSITION OR USE OF THE GOODS BY THE
BUYEROTHER THANRESTRICTIONS WHICH:

(I) AREIMPOSED ORREQUIREDBYLAW OR
BYPHILIPPINE AUTHORITIES;

(I) LIMITTHE GEOGRAPHICAL AREAIN WHICH
THE GOODSMAY BERESOLD; OR

(III) DONOT SUBSTANTIALLY AFFECT THE
VALUEOFTHE GOODS.

(B) THE SALE OR PRICE IS SUBJECT
TO SOME CONDITION OR CONSIDERATION
FOR WHICH A VALUE CANNOT BE DETER-
MINED ‘WITH RESPECT TO THE GOODS
BEING VALUED;
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(O PART OF THE PROCEEDS OF ANY
SUBSEQUENT RESALE, DISPOSAL OR USE OF
THE GOODS BY THE BUYER WILL ACCRUE
DIRECTLY OR INDIRECTLY TO THE SELLER,
UNLESS AN APPROPRIATE ADJUSTMENT CAN
BE MADE IN ACCORDANCE WITH THE PROVI-
SIONSHEREOF; OR

(D) THE BUYER AND THE SELLER ARE
RELATED TO ONE ANOTHER, AND SUCH
RELATIONSHIP INFLUENCED THEPRICEOF THE
GOODS. SUCH PERSONS SHALL BE DEEMED
RELATEDIF:

(I) THEY ARE OFFICERS OR DIRECTORS OF
ONE ANOTHER'SBUSINESSES;

(II) THEY ARE LEGALLY RECOGNIZED
PARTNERSINBUSINESS;

(I THEREEXISTSANEMPLOYER-EMPLOYEE
RELATIONSHIPBETWEENTHEM;

(IV) ANYPERSONDIRECTLY ORINDIRECTLY
OWNS, CONTROLS ORHOLDSFIVEPERCENT (5%)
ORMORE OF THE OUTSTANDING VOTINGSTOCK
ORSHARESOFBOTH SELLERAND BUYER;

(V) ONEOFTHEMDIRECTLY ORINDIRECTLY
CONTROLSTHEOTHER; o

(VI) BOTH OF THEM ARE DIRECTLY OR
INDIRECTLY CONTROLLEDBY ATHIRD PERSON;

(VII) TOGETHER THEY DIRECTLY OR
INDIRECTLY CONTROL A THIRDPERSON; OR

(VIII) THEY ARE MEMBERS OF THE SAME
FAMILY,INCLUDINGTHOSERELATEDBY AFFINITY
OR CONSANGUINITY UP TO THEFOURTH CIVIL
DEGREE

PERSONS WHO ARE ASSOCIATED IN BUSI-
NESS WITHONE ANOTHERIN THAT ONEIS THE
SOLE AGENT, SOLE DISTRIBUTOR OR SOLE
CONCESSIONAIRE, HOWEVERDESCRIBED,OF THE
OTHER SHALLBEDEEMED TOBERELATED FOR
THE PURPOSES OF THIS ACT IF THEY FALL
WITHIN ANY OF THEEIGHT (8) CASES ABOVE.

(B) METHODTWO. - TRANSACTIONVALUEOF
IDENTICAL GOODS. - WHERE THE DUTIABLE
VALUE CANNOT BE DETERMINED UNDER
METHOD ONE, THE DUTIABLE VALUE SHALL BE

THE TRANSACTION VALUE OF IDENTICAL
GOODS SOLD FOREXPORT TQ THE PHILIPPINES
AND EXPORTED AT OR ABOUT THE SAME TIME
AS THE GOODS BEING VALUED. “IDENTICAL
GOODS” SHALL MEAN GOODS WHICH ARE THE
SAME IN ALL RESPECTS, INCLUDING PHYSICAL
CHARACTERISTICS, QUALITY ANDREPUTATION,
MINOR DIFFERENCES IN APPEARANCES
SHALL NOT PRECLUDE GOODS OTHERWISE
CONFORMING TO THE DEFINITIONFROMBEING
REGARDEDASIDENTICAL., SR

(C) METHOD THREE. - TRANSACTIONVALUE
OF SIMILAR GOODS. - WHERE THE DUTIABLE
VALUE CANNOT BE DETERMINED UNDER THE
PRECEDING METHOD, THE DUTIABLE VALUE
SHALLBE THETRANSACTION VALUEOF SIMILAR
GOODS SOLD FOREXPORT TO THE PHILIPPINES
AND EXPORTED AT OR ABOUT THE SAME
TIME ASTHE GOODSBEING VALUED. “SIMILAR
GOODS” SHALL MEAN GOODS WHICH, AL-
THOUGHNOT ALIKEINALLRESPECTS,HAVELIKE
CHARACTERISTICS AND LIKE COMPONENT
MATERIALS WHICH ENABLE THEM TO PER-
FORM THE SAME FUNCTIONS AND TO BE
COMMERCIALLY INTERCHANGEABLE. THE
QUALITY OF THEGOODS, THEIRREPUTATION AND
THE EXISTENCE OF A TRADEMARK SHALL BE
AMONG THE FACTORS TO BE CONSIDERED IN

. DETERMININGWHETHERFOODSARE SIMILAR. .

IFTHEDUTIABLE VALUE STILLCANNOTBE
DETERMINED THROUGH THE SUCCESSIVE
APPLICATION OF THE TWO IMMEDIATELY
PRECEDING METHODS, THE DUTIABLE
VALUE SHALL BE DETERMINED UNDERMETHOD
FOUR OR, WHEN THE DUTIABLE VALUE STILL
CANNOTBEDETERMINED UNDERTHATMETHOD,
UNDER METHOD FIVE, EXCEPT THAT, AT THE
REQUEST OF THE IMPORTER, THE ORDER OF
APPLICATIONOFMETHODSFOUR ANDFIVESHALL
BEREVERSED: PROVIDED, HOWEVER, THATIFTHE
COMMISSIONER OF CUSTOMS DEEMS THATHE
WILL EXPERIENCE REAL DIFFICULTIES IN
DETERMINING THE DUTIABLE VALUE USING
METHODFIVE, THE COMMISSIONER OF CUSTOMS
MAY REFUSE SUCH AREQUEST INWHICHEVENT
THE DUTIABLE VALUE SHALL BE DETERMINED
UNDER METHOD FOUR, IF IT CAN BE SO
DETERMINED.

(D) METHOD FOUR - DEDUCTIVE VALUE. -
THEDUTIABLE VALUEOF THEIMPORTED GOODS
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UNDERTHISMETHOD SHALLBE THEDEDUCTIVE
VALUE WHICH SHALL BE BASED ON THE UNIT
PRICE AT WHICH THE IMPORTED GOODS OR
IDENTICAL OR SIMILARIMPORTED GOODS ARE
SOLDINTHEPHILIPPINES, INTHESAME CONDITION
AS WHEN IMPORTED, IN THE GREATEST
AGGREGATE QUANTITY, AT OR ABOUT THE

- TIME OF THE IMPORTATION OF THE GOODS

BEING VALUED, TOPERSONSNOTRELATED TO
THE PERSONS FROM WHOM THEY BUY SUCH
GOODS, SUBJECT TO DEDUCTIONS FOR THE
FOLLOWING:

(1) EITHER THE COMMISSIONS USUALLY
PAID OR AGREED TOBEPAID OR THE ADDITIONS
USUALLY MADE FOR PROFIT AND GENERAL
EXPENSESIN CONNECTION WITHSALESIN SUCH
COUNTRY OF IMPORTED GOODS OF THE SAME
CLASSORKIND;

(2) THEUSUAL COSTS OF TRANSPORT AND
INSURANCE AND ASSOCIATED COSTS INCURRED
WITHIN THEPHILIPPINES; AND

(3) WHERE APPROPRIATE, THE COSTS AND
CHARGESREFERRED TOINSUBSECTION(A)(3), (4)
AND (5); AND

(4) - THE CUSTOMS DUTIES AND OTHER

NATIONALTAXESPAYABLEIN THE PHILIPPINES

BYREASON OF THE IMPORTATION OR SALE OF
THEGOODS.

IF NEITHER THE IMPORTED GOODS NOR
IDENTICALNOR SIMILAR IMPORTED GOODS ARE
SOLD ATOR ABOUT THE TIME OF IMPORTATION
OFTHEGOODSBEING VALUED INTHE PHILIPPINES
INTHE CONDITIONS ASIMPORTED, THE CUSTOMS
VALUESHALL, SUBJECT TO THE CONDITIONS SET
FORTHIN THE PRECEDINGPARAGRAPHHERECF,
BE BASED ON THE UNIT PRICE AT WHICH THE
IMPORTED GOODS OR IDENTICAL OR SIMILAR
IMPORTED GOODS SOLD IN THE PHILIPPINES IN
THE CONDITION ASIMPORTED AT THEEARLIEST
DATE AFTER THE IMPORTATION OF THE GOODS
BEING VALUED BUTBEFORE THEEXPIRATIONOF
NINETY (90)DAYS AFTER SUCHIMPORTATION.

IF NEITHER THE IMPORTED GOODS NOR'

IDENTICAL NOR SIMILAR IMPORTED GOODS
ARE SOLD IN THE PHILIPPINES IN THE CONDI-
TION AS IMPORTED, THEN, IF THE IMPORTER
SOREQUESTS, THEDUTIABLE VALUE SHALLBE
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BASED ON THE UNIT PRICE AT WHICH THE
IMPORTED GOODS, AFTER FURTHER PROCES-
SING, ARE SOLDIN THE GREATEST AGGREGATE
QUANTITY TO PERSONS IN THE' PHILIPPINES
WHO ARENOTRELATED TO THE PERSONS FROM
WHOM THEY BUY SUCH GOODS, SUBJECT TO
ALLOWANCEFOR THE VALUE ADDEDBY SUCH
PROCESSING AND DEDUCTIONS PROVIDED
UNDERSUBSECTIONS (D)(1), 2),(3) AND (4) HEREOF.

(E) METHODFIVE - COMPUTED VALUE. - THE
DUTIABLE VALUE UNDER THISMETHOD SHALL
BE THE COMPUTED VALUE WHICH SHALL BE
THE SUMOF: '

(1) THE COST OR VALUE OF MATERIALS
AND FABRICATION OR OTHER PROCESSING
EMPLOYEDINPRODUCING THEIMPORTED GOODS;

(2) THE AMOUNTFOR PROFIT AND GENERAL
EXPENSESEQUALTOTHATUSUALLY REFLECTED
IN THE SALE OF GOODS OF THE SAME CLASSOR
KIND AS THE GOODSBEING VALUED WHICH ARE
MADE BY PRODUCERS IN THE COUNTRY OF
EXPORTATIONFOREXPORT TOTHE PHILIPPINES;

(3) THE FREIGHT, INSURANCE FEES AND
OTHER TRANSPORTATION EXPENSES FOR THE
IMPORTATION OF THE GOODS; <

(4) ANY ASSIST,IFITS VALUEISNOT INCLU-
DED UNDERPARAGRAPH(1)HEREOF; AND -

(5) THE COST OF CONTAINERS ANDPACKING,
IF THEIR VALUES ARE NOT INCLUDED UNDER
PARAGRAPH(1)HEREOF.

THE BUREAU OF CUSTOMS SHALL NOT

- REQUIREOR COMPEL ANY PERSONNOTRESIDING

IN THE PHILIPPINES TO PRODUCE FOR
EXAMINATION, ORTOALLOW ACCESSTO, ANY
ACCOUNTOROTHERRECORDFORTHEPURPOSE
OFDETERMININGA COMPUTED VALUE. HOWEVER,
INFORMATION SUPPLIED BY THE PRODUCER
OF THE GOODS FOR THE PURPOSES OF
DETERMINING THE CUSTOMS VALUE MAY BE
VERIFIED IN ANOTHER COUNTRY WITH THE .
AGREEMENT OF THEPRODUCER ANDPROVIDED
THEY WILLGIVE SUFFICIENT ADVANCENOTICE -
TO THE GOVERNMENT OF THE COUNTRY IN -
QUESTION AND THELATTER DOESNOT OBJECT
TOTHEINVESTIGATION. '
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(F) METHODSIX. - FALLBACKVALUE. -IFTHE
" DUTIABLE VALUE CANNOT BE DETERMINED
UNDER THE PRECEDINGMETHODS DESCRIBED
ABOVE, IT SHALL BE DETERMINED BY USING
OTHERREASONABLEMEANS AND ONTHE BASIS
OFDATA AVAILABLE INTHE PHILIPPINES.

IF THE IMPORTER SO REQUESTS, THE
IMPORTER SHALL BEINFORMED IN WRITING OF
THE DUTIABLE VALUE DETERMINED UNDER
" METHOD SIX AND THE METHOD USED TO
DETERMINE SUCH VALUE.

NO DUTIABLE VALUE SHALL BE DETER-
MINED UNDERMETHOD SIXON THEBASIS OF:

(1) THE SELLINGPRICE IN THE PHILIPPINES
OF GOODSPRODUCED IN THEPHILIPPINES;

(2) A SYSTEM THAT PROVIDES FOR THE
ACCEPTANCEFOR CUSTOMS PURPOSES OF THE
HIGHEROFTWO ALTERNATIVE VALUES;

(3) THEPRICE OF GOODS IN THE DOMESTIC
MARKETOFTHE COUNTRY OFEXPORTATION;

(4) THE COSTOFPRODUCTION, OTHER THAN
COMPUTED VALUES, THATHAVEBEENDETER-
MINED FOR IDENTICAL OR SIMILAR GOODS IN
ACCORDANCE WITHMETHOD 5HEREOF;

(5) THE PRICE OF GOODSFOREXPORTTO A
COUNTRY OTHER THAN THE PHILIPPINES;

(6) MINIMUM CUSTOMS VALUES; OR
(7) ARBITRARY ORFICTITIOUS VALUES.

IF IN THE COURSE OF DETERMINING THE
DUTIABLE VALUE OF IMPORTED GOODS, IT
BECOMES NECESSARY TO DELAY THE FINAL
DETERMINATIONOFSUCHDUTIABLE VALUE, THE
IMPORTER SHALLNEVERTHELESSBE ABLETO
SECURETHE RELEASE OF THEIMPORTED GOODS
UPONTHEFILING OF A SUFFICIENT GUARANTEE
IN THE FORM OF A SURETY BOND, A DEPOSIT,
CASH OR SOME OTHER APPROPRIATE
INSTRUMENT IN AN AMOUNTEQUIVALENT TO
THE IMIPOSABLE DUTIES AND TAXES ON THE
IMPORTED GOODS IN QUESTION CONDITIONED
UPONTHEPAYMENTOF CUSTOMSDUTIES AND

" TAXESFOR WHICH THE IMPORTED GOODSMAY

BELIABLE: PROVIDED, HOWEVER, THAT GOODS,

Report on H. No. 8623/S. No. 2196

THEIMPORTATION OF WHICHISPROHIBITED BY

. LAW SHALL NOT BE RELEASED UNDER ANY

CIRCUMSTANCE WHATSOEVER.

NOTHING IN THIS SECTION SHALL BE
CONSTRUED ASRESTRICTINGORCALLINGINTO
QUESTION THE RIGHT OF THE COLLECTOR OF
CUSTOMS TO SATISFY HIMSELF AS TO THE
TRUTH OR ACCURACY OF ANY STATEMENT,
DOCUMENTORDECLARATIONPRESENTEDFOR
CUSTOMS VALUATION PURPOSES. WHEN A
DECLARATION HAS BEEN PRESENTED AND
WHERE THE CUSTOMS ADMINISTRATION HAS
REASONTODOUBT THE TRUTHOR ACCURACY
OF THE PARTICULARS OR OF DOCUMENTS
PRODUCED IN SUPPORT OF THISDECLARATION,
THE CUSTOMS ADMINISTRATION MAY ASK
THE IMPORTER TO PROVIDE FURTHER
EXPLANATION, INCLUDING DOCUMENTS OR
OTHEREVIDENCE, THAT THEDECLARED VALUE
REPRESENTS THE TOTAL AMOUNT ACTUALLY
PAID OR PAYABLE FOR THE IMPORTED
GOODS, ADJUSTED INACCORDANCE WITH THE
PROVISIONS OF SUBSECTION (A)HEREQF.

IF, AFTER RECEIVING FURTHER INFOR-
MATION, OR IN THE ABSENCE OF A RESPONSE,
THE CUSTOMS ADMINISTRATION STILL HAS
REASONABLE DOUBTS ABOUT THE TRUTH OF |

ACCURACYOFTHEDECLARED VALUE, ITMAY, -

WITHOUT PREJUDICE TO AN IMPORTER'S
RIGHT TOAPPEALPURSUANTTO ARTICLE 11 OF
THE WORLD TRADE ORGANIZATION AGREE-
MENT ON CUSTOMS VALUATION, BE DEEMED
THAT THE CUSTOMS VALUE OF THE IMPORTED
GOODS CANNOT BE DETERMINED UNDER
METHOD ONE. BEFORE TAKING A FINAL DECI-
SION, THE COLLECTOR OF CUSTOMS SHALL
COMMUNICATE TOTHE IMPORTER, IN WRITING
IF REQUESTED, HIS GROUNDS FOR DOUBTING
THETRUTHOR ACCURACY OF THEPARTICULARS
OR DOCUMENTS PRODUCED AND GIVE THE
IMPORTER A REASONABLE OPPORTUNITY TO
RESPOND. WHENAFINALDECISIONISMADE, THE

*CUSTOMS ADMINISTRATION SHALL COMMU-

NICATE TO THE IMPORTER IN WRITING ITS
DECISIONAND THE GROUNDS THEREFOR.

[Where the Commissioner of Customs has reason
to doubt the truth or accuracy of the declaration or
particulars ordocuments providedin support of declared
value of the importation, he may require the importer to
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give further explanation thereof and to submit additio-

nal documents or other evidence to show that the .

declared value represents the total amount pald or
payable for the imported goods.]

[If after receiving the explanation of the importer
the Commissioner of Customs still has reasonable
doubt as to the accuracy of the declared value, the
Commissioner of Customs may proceed with the
alternative methods specified hereunder, as follows:]

[The dutiable value shall be the transactionvalue of
identical goods sold for export to the Philippines at or
about the date of exportation of the goodsbeing valued;]

{If the dutiable value cannot be determined under
the preceding method, it shall be the transaction
value of similar goods sold for export to the Philippines
at or about the date of exportation of the goods being
‘valued;]

[If the dutiable value still cannot be determined
through the successive application of the two imme-
_diately preceding methods, the order of succession of
the following methods may be reversed upon request
of the importer unless the Commissioner of Customs
deemsthat hewill experience real difficultiesin determi-
ning the dutiable value by using the computed value,
inwhich case the Commissioner of Customs may refuse
such a request subject to the provisions of the General
Agreement on Tariffs and Trade (GATT) 1994 and the
Uruguay Round Final Act, in which event the valuation
of the imported goods shall be determmed as indicated
hereunder;]

[(1) The unit price at which the imported goods or
identical or similar imported goods are sold domesti-
cally, in the same condition as when imported, in the
greatest aggregate quantity, to persons not related to
the seller, at or about the time of the importation of the
goodsbeingvalued, subjectto the applicable deductions
as provided under the GATT 1994 and the Uruguay
Round Final Act; or]

[(2) Thecomputed value which shall be the sum of’]

[(a) The cost value of raw materials employed in
producing the imported good;]

[(b) The amount for profit and general expenses
equal to the amount for profit and general expenses as
reflected in the sale of goods of the same class or kind
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asthe goodsbeing valued which are made by producers
in the country of exportation for the Philippines; and]

[(c) The freight, insurance fees and other trans-

-portation expenses for the importation of the goods;]

{If the dutiable value cannot be determined under
any of the preceding methods described above, it shall
be determined by using other reasonable means
consistent with the principles and general provisions
of GATT 1994, the agreement on theimplementation of
Article VIIof the General Agreement on Tariffsand Trade
as contained in the Uruguay Round Final Act, and on
the basis of data available in the Philippines.]

[The correct dutiable value of the imported goods
referred to above shall be ascertained by the
Commissioner of Customs from reports of revenue or
commercial attachés or other Philippine diplomatic
officers and from such other sources of information as
may beavailable to the Bureau of Customs. Suchvalues
shall beestablished and published by the Commissioner
of Customs from time to time, and such values shall be
binding upon the importers and the Bureau of Customs
until changed and new value or values are similarly
established and published.] .

[Values shall be published in at least one (1)
newspaperof general circulation and other publications
readily available to the public. Any importer or other
interested party who is dissatisfied with the published
value shall have fifteen (15) days from the date of
publication of such published value the opportunity to
file a protest on the questioned value and the
Commissioner of Customs shall resolve the protest
within fifteen (15) days from receipt of such protest,
either by amending the published value or retaining
the same. Whatever his decision may be must likewise
be published.]

[If, in the course of determining the dutiable value
of imported goods, it becomes necessary to delay the
final determination of such dutiable value, the importer
may secure the release of the imported goods upon the
filingofabond whichshall solelybeincash, inanamount
equivalent to the imposable duties and taxes on the
imported goods in question plus twenty-five percent
(25%) thereof, conditioned upon the payment of
customs duties and taxes for which the imported goods
may be liable:. Provided, however, That goods, the
importation of which is prohibited by law, shall not be
released under any circumstance whatsoever.]
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[For purposes of the preceding paragraphs, the
terms:]

[(1) “Reasonabledoubt” shall refer toany condition
that creates a probable cause to make the Commissioner
of Customsbelieve inthe inaccuracy of theinvoice value
of imported goods as reflected by the importer in his
customs declaration, for valuation purposes. Such
condition may include but is not limited to any of the
followingsituations:]

[(a) Ifthe sale or price is subject to some conside-
ration for which a value cannot be determined with
respect to the goods being valued such as:]

[(i) When the seller fixes the price of the imported
goods on condition that the buyer will also buy other
goods in specified quantities;]

[(ii) When the price of the imported goods
is dependent upon the price or prices at which the
buyer of the imported goods sells other goods to the
seller;)

[(iii) When the price is established on the basis of
a form of payment extraneous to the imported goods,
such as where the imported goods are semi-finished
goods which have been provided by the seller on the
condition that he will receive a specified quantity of
finished goods;] ’

[(®) Or, if part of the proceeds of any subsequent
resale, disposal or use of the goods by the buyer will
accrue directly or indirectly to the seller, unless an
appropriate adjustment canbe made inaccordance with
the provisions of Article 8 of the agreement in the
implementation of Article VIl of the General Agreement
on Tariffs andTradeasoontamedmtheUmguayRound
Fmal Act; and]

[(c) If the buyer and the seller are related to one
another, and suchrelationship influenced the price of the
goods. Such persons shall be deemed related if:]

[(@) They are officers or directors of one another’s
businesses;]

[(ii) They are legally recognized partners in
business;]

[(iii) Theyare employerand employee;]

[(iv) Any person directly or indirectly owns,

controls or holds five percent (5%) or more of the
outstanding voting stock or shares of both seller and
buyer;]

[(v) Oneof them directly or mdlrectly controlsthe
other;]

[(vi) Both of them are dxrectly or 1nd1rectly con-

“trolled by a third person;]

[(vii) Together they directly or indirectly control
athird person; or]

[(viii) They are members of the same family inclu-
ding brothers and sisters, (whether by whole or half
blood), spouse, ancestors, and lineal descendants.]

[(2) “Identical goods” shall mean goods which are

the sameinall respects, including physical characteristics,

quality andreputation. Minordifferencesin appearance
shall not preclude goods otherwise conforming to the
definition frombeing regarded asidentical.]

[Transitory Provisions. - Upon the effectivity of
this Actand until such timewhen the Congress authorizes
the shift to transaction value before January 1, 2000 as
provided under Section 3 of this Act, the dutiable value
of an imported article subject to an ad valorem rate of
duty shall be based on the export value at which, at the
time of exportation, the same oridentical, like, or similar
article is freely offered for sale in the principal export
markets of the exporting country for exportation to the
Philippines, inthe usual wholesale quantitiesand in the
ordinary course of trade (excluding internalexcisetaxes -
tobe remitted or rebated) or where there is none on such
date, then on the export value nearest to the date of

_ exportauon, including the value of all containers,

coverings and/or packings of any kind and all other
expenses, costs and charges incident to placing the
article in a condition ready for shipment to the Philip-
pmes,andfrexght, aswellasinsurance premium covering
the transportation of such articles to the port ofentryin

the Philippines.] v

[Where the export value of the article cannot be
ascertained thereat or where there exists a reasonable
doubt as to the fairness of such value, then the
export value of the article for exportation to the
Philippines shall be the export value of the article in
the principal export markets of the country of manu-
facture or origin, if such country is not the country of
exportation.] .
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. [Where the export value of the article cannot be
ascertained thereat or there exists a reasonable doubt as
to the fairness of such value, then the export value of
the article shall be the export value of such article for
exportation to the Philippines in any third country with
the same stage of economic development as the country
" ofexportation.]

[Where the dutiable value cannot be ascertained as
provided in the preceding paragraphs, or where there
-exists a reasonable doubt as to the dutiable value of
the imported article declared in the entry, the dutiable
value shall be the domestic wholesale selling price of
such or similar articleinMetroManila or other principal

- markets in the Philippines on the date the duty becomes
payable on the article under appraisement, in the usual
wholesale quantities and in the ordinary course of

- trade, minus:]

@ Not more than twenty-five percent (25% of
the domestic wholesale selling price for expenses and
profits; and] -

[(b) Duties and taxes paid thereon.]

[The correct dutiable value of imported articles
shall be ascertained by the Commissioner of Customs
usingfor that purpose reports of Revenue or Commercial
Attachés or other Philippine diplomatic officers or
such other sources of information that may be avai-
lable to the Bureau of Customs. Such values shall be
published fromtlme totime.]

_ [Values shall be published in a manner that will

* make them readily availableto the public. Any importer
or other interested party who is dissatisfied with the
published value shall have fifteen (15) days from the
date of publication of such published values the
opportunity to file protest on the questioned value,
and the Commissioner of Customs shall resolve the
* protest within fifteen (15) days from such protest
either by amending the published value or retaining
the same. Whatever his decision may be must likewise
be published.]

[If, in the course of determining the dutiable value
of imported goods, it becomes necessary to delay the
final determination of such dutiable value, the importer
may securethe release of the imported articlesuponfiling
of a bond which shall solely be in cash in an amount
equivalent of the imposable duties and taxes on the
imported goods in question plus twenty-five percent
(25%) thereof, conditioned upon the payment of customs
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duties and taxes for which the imported goods may be
liable: Provided, however, That imported goods the
importation of which is prohibited by law shall not be
released under any circumstances whatsoever.]

[In the mterest of national economy, general
welfare and/or national security, the Congress shall,

~ upon the recommendation of the President, by joint

resolution, order the shift to transaction value, as
provided under Section 1 of this Act, as the basis of
dutiable value of an imported article subject to an ad
valorem rate of duty even before January 1, 2000.]

[The Secretary of Finance shall, upon the
recommendation of the Commissioner of Customs,

_promulgate the necessary rules and regulations for

the effective implementation of this Act.]

[The Commissionef of Customs may deiegate his

. power to determine dutiable values and to release

imported goods under cash bond as provided in this
law in cases where there are no established and pub-
lished values covering the importation: Provided, That
in such cases, the Collector of Customs concerned
shall immediately render a complete report to the
Commissioner of Customs and the latter shall, without
delay, establish and publish the correct dutiable value or

-values for the importation, after which all Collector of

Customs shall be guided accordingly in the assessment

. ofimportdutiesand taxes onsimilarorlikeimportations.]

[The Commissioner of Customs shall create such

- body or bodies to receive and hear protests regarding
_ published values. Such body or bodies shall hear and

receive the evidence and shall submit its or their
recommendations tothe Commissionerof Customs. The
hearing body shall submit its report in writing and
shall convey to all interested parties whatever decision
reached by the Commissioner thereon. During the
effectivity of any published values, any interested

party may petition the Commissioner of Customs for a

rreview of the published value for the purpose of raising

or lowenng such value.])”

- SEC. 2. Section 1302 of Part 2, TitleIV of the Tariff

“and Customs Code of the Philippines, as amended, is

hereby further amended to read as follows:

SEC. 1302. Import Entries. - Allimported articles,
except importations admitted free and duty under
Subsection “k”, Section one hundred and five of this

‘Code, shall be subject to a formal or informal entry.

Articlesof acommercial nature intended for sale, barter
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or hire, the dutiable value of which is Two thousand
pesos (P2,000.000) or less, and personal and houschold
effects orarticles, notin commercial quantity, imported
- inpassenger’sbaggage, mail or otherwise, for personal
use, shall be cleared on an informal entry whenever
duty, tax or other charges are collectible.

The Commissioner may, upon instruction of the
Secretary of Finance, for the protection of domestic
industry or of the revenue, require a formal entry,
regardless of value, whatever be the purpose and nature
of the importation.

A formal entry may be for immediate consump-
_ tion, orunder irrevocable domesticletter of credit, bank
guarantee or bond for:

A (a) Placing the article in. customs bonded
warehouse;

() Constructive warehousing and immediate
transportation to other ports of the Philippines upon
proper examination and appraisal; or

(c) Constructive warehousing and immediate
exportation.

Import entries under irrevocable domestic letter of
credit, bank guarantee or bond shall be subject to the
provisions of Title V, Book II of this Code.

"ALL IMPORTATIONS ENTERED UNDER
FORMAL ENTRY SHALL BE COVERED BY A
LETTEROF CREDITOR ANY OTHER VERIFIABLE
DOCUMENTEVIDENCINGPAYMENT.”

SEC.3. Section 1407 of Part 3 Title IV of the Tariff
and Customs Code of the Philippines, as amended, is
hereby further amended to read as follows:

SEC. 1407. Readjustment ofAppraisal, Classification
or Return. - Such appraisal, classification or return as
finally passed upon and approved or modified by
the Collector shall not be altered or modified in any
manner, except:

(a) Within one year after payment of the duties,
upon statement of error in conformity with section
seventeen hundred and seven hereof, dpproved by the

Collector.

(b) Within fifteen days after such payment upon
request for reappraisal and/or reclassification

addressed to the. Commissioner by the Collector, if
the appraisal and/or classification is deemed to be low.

(c) Upon request for reappraisal and/or
reclassification, in the form of a timely protest addressed
tothe Collectorby the interested party if thelatter should
be dissatisfied with the appraisal or return.

") UPONDEMANDBY THE COMMISSIONER
OF CUSTOMS AFTER THE COMPLETION OF
COMPLIANCE AUDIT PURSUANT TO THE

" PROVISIONS OF THIS CODE.”

SEC.4. Section 1603 of Part 5, TitleIV ofthe Tariff
and Customs Code of the Philippines, as amended, is
hereby further amended to read as follows: =~

“SEC. 1603. Finality of Liquidation. - When
articles have been entere¢d and passed free of duty or
final adjustments of duties made, with subsequent
delivery, such entry and passage free of duty or-
settlements of duties will, after the expiration of [one
year] THREE (3) YEARS from the date of the final
payment of duties, in the absence of fraud or protest OR
COMPLIANCE AUDIT PURSUANT TO THE

~ PROVISIONS OF THIS CODE, befinal and conclusive

upon all parties, unless the liquidation of the import
entry was merely tentative.”

SEC. 5. A new section to be known as Section
2317 is hereby inserted under Part 2, Title VI of the
Tariff and Customs Code of the Phxllppmes as amen-
ded, which shall read as follows:

“SEC. 2317. GOVERNMENT'S RIGHT OF
COMPULSORY ACQUISITION. - IN ORDER TO
PROTECTGOVERNMENTREVENUESAGAINSTTHE
UNDERVALUATION OF GOODS SUBJECT TOAD
VALOREM DUTY, THE COMMISSIONER OF
CUSTOMS MAY ACQUIRE IMPORTED GOODS
UNDER QUESTIONFOR A PRICE EQUAL TOTHEIR
DECLARED CUSTOMS VALUEPLUSANY DUTIES
ALREADYPAID ON THE GOODS,PAYMENTFOR
WHICH SHALL BE MADE WITHIN TEN (10)
WORKINGDAYSFROMISSUANCE OFAWARRANT
SIGNED BY THE COMMISSIONER OF CUSTOMS
FOR THE ACQUISITION OF SUCHGOODS.

ANIMPORTER WHO IS DISSATISFIED WITH
A DECISION OF THE COMMISSIONER OF
CUSTOMSPERTAININGTO THIS SECTIONMAY,
WITHIN TWENTY (20) WORKING DAYS AFTER
THE DATE ON WHICHNOTICE OF THE DECISION
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ISGIVEN, APPEAL TOTHE SECRETARY OFFINANCE
ANDTHEREAFTERIFSTILLDISSATISFIED, TOTHE
COURT OF TAX APPEALS AS PROVIDED FOR IN
SECTION 2402 OF THE TARIFF AND CUSTOMS
CODE OF THEPHILIPPINES, AS AMENDED.

WHERE NO APPEAL IS MADE BY THE
IMPORTER, OR UPON REAFFIRMATION OF THE
COMMISSIONER’S DECISION DURING THE
APPEALS PROCESS, THE BUREAU OF CUSTOMS
OR ITS AGENT SHALL SELL THE ACQUIRED
GOODS PURSUANT TO EXISTING LAWS AND
REGULATIONS.

. NOTHING IN THIS SECTION LIMITS OR
AFFECTSANY OTHERPOWERS OF THEBUREAU
OF CUSTOMS WITH RESPECT TO THE DISPO-
SITION OF THE GOODS OR ANY LIABILITY OF
THE IMPORTER OR ANY OTHER PERSON WITH
RESPECT TO AN OFFENSE COMMITTED IN THE
IMPORTATION OF THE GOODS.

SEC. 6. Section 2401 of Part 3, Title VI of the Tariff
and Customs Code of the Philippines, as amended, is
hereby further amended to read as follows:

“SEC. 2401. Supervision and Control over
[Judicial] CRIMINAL AND CIVIL Proceedings. - [In
the absence of special provision, judicial action and
proceedings instituted on behalf of the government

_pursuant to the provisions of this Code shall be subject

to the supervision and control of the Commissioner.]
CIVIL AND CRIMINAL ACTIONS AND PROCEED-
INGSINSTITUTED IN BEHALF OF THE GOVERN-
MENT UNDER THE AUTHORITY OF THIS CODE
OR OTHER LAW ENFORCED BY THE BUREAU
SHALL BE BROUGHT IN THE NAME OF THE
GOVERNMENT OF THE PHILIPPINES AND SHALL
BECONDUCTEDBY CUSTOMS OFFICERSBUT NO
CIVIL OR CRIMINAL ACTION FOR THE RECO-
VERY OF DUTIES OR THEENFORCEMENT OF ANY
FINE, PENALTY OR FORFEITURE UNDER THIS

CODE SHALL BE FILED IN COURT WITHOUT THE
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APPROVAL OF THE COMMISSIONER.

SEC.7. Section 2606 of Part 5, Title VI ofthe Tariff
and Customs Code of the Philippines, as amended, is
hereby further amended to read as follows:

“SEC. 2606. Disposition of Surplus from the
Proceeds of Sale of Abandoned or Forfeited OR
ACQUIRED Articles. - Exceptinthe case of the sale of
abandoned or forfeited articles, and [all] articles

which are not claimed by payment of duties, taxes and
other charges and compliance with all legal require-
ments within the prescribed period, any surplus
remaining after the satisfaction of all unlawful charges
as aforesaid shall be retained by the Collector for ten
(10) days subject to the call of the owner.

“Upon [the] failure of the owner to claim such
surplus within this period, the Collector shall deposit
such amount [with the Treasurer of the Philippines as
a special deposit, to be paid to the proper claimant
demanding the same within one year thereafter, upon
such evidenceand insuch manneras the Commissionon
Audit shall prescribe] IN A SPECIAL TRUST FUND
WHICH SHALLBEUSED SOLELY FORTHEPURPOSE
OFFINANCING THE COMPULSORY ACQUISITION
OFIMPORTED GOODSBY THE GOVERNMENT AS
PROVIDEDIN SECTION2317HEREQF.

“Inall such casesthe Collector shall report fully his
action in the matter, together with all the particulars, to
the Commissioner and to the Chairman on Audit. After
one year, [all unclaimed special deposits shall be
considered by the Bureau of Treasury as custoins
receipts,] THE UNUSED AMOUNTS IN SUCH
SPECIALTRUSTFUNDS, EXCEPTFORAN AMOUNT
NECESSARY TO FINANCE FORCED GOVERN-
MENT ACQUISITIONS BEFORE THEFIRST AUCTION
OF THE SUCCEEDING YEAR. SHALL BE TURNED
OVER TO THE BUREAU OF TREASURY AS
CUSTOMSRECEIPTS.”

SEC. 8. Anewsectiontobeknown as Section 3514
is hereby inserted in Part 2, Title VII of the Tariff and
Customs Code of the Philippines, as amended, which
shall read as follows:

“SEC.3514. REQUIREMENT TOKEEPRECORDS.
- ALL IMPORTERS ARE REQUIRED TO KEEP AT
THEIR PRINCIPAL PLACE OF BUSINESS, IN THE
MANNER PRESCRIBED BY REGULATIONS TOBE
ISSUEDBY THE COMMISSIONER OF CUSTOMS AND
FOR A PERIOD OF THREE (3) YEARS FROM THE
DATE OF IMPORTATION, ALL THERECORDS OF
THEIR IMPORTATIONS AND/OR BOOKS OF
ACCOUNTS, BUSINESS AND COMPUTER SYS-
TEMS AND ALL CUSTOMS COMMERCIAL
DATA INCLUDING PAYMENT RECORDS RELE-
VANT FOR THE VERIFICATION OF THE ACCU-
RACY OF THE TRANSACTION VALUEDECLARED
BY THE IMPORTERS/CUSTOMS BROKERS ON
THEIMPORTENTRY.
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ALL BROKERS ARE REQUIRED TOKEEP AT
THEIR PRINCIPAL PLACE OF BUSINESS, IN THE
MANNER PRESCRIBED BY REGULATIONS TOBE
ISSUED BY THE COMMISSIONER OF CUSTOMS
AND FOR A PERIOD OF THREE (3) YEARS FROM
THE DATE OF IMPORTATION COPIES OF THE
ABOVE MENTIONED RECORDS COVERING
TRANSACTIONSTHATTHEY HANDLE.”

SEC. 9. A newsectiontobeknownas Section3515
is hereby inserted in Part 2, Title VII of the Tariff and
Customs Code of the Philippines, as amended, which
shall read as follows: ‘

“SEC. 3515. COMPLIANCE AUDIT OR
EXAMINATION OF RECORDS. - THEIMPORTERS/
CUSTOMS BROKERS SHALL ALLOW ANY CUS-
TOMS OFFICER AUTHORIZED BY THE BUREAU
OFCUSTOMS TOENTER DURING OFFICEHOURS
- ANYPREMISESORPLACE WHERETHERECORDS

REFERRED TOINTHE PRECEDINGSECTION ARE
KEPT TO CONDUCT AUDIT EXAMINATION,
INSPECTION, VERIFICATION AND/OR INVES-
TIGATIONOFTHOSERECORDSEITHERINRELATION
TO SPECIFIC TRANSACTIONS OR TO THE
ADEQUACY ANDINTEGRITY OF THEMANUALOR
FLECTRONICSYSTEMORSYSTEMSBY WHICHSUCH
RECORDS ARECREATED AND STORED. FORTHIS
PURPOSE, A DULY AUTHORIZED CUSTOMS
OFFICER SHALLHAVEFULLANDFREEACCESSTO
ALL BOOKS, RECORDS, AND DOCUMENTS
NECESSARY ORRELEVANTFOR THEPURPOSEOF
COLLECTING THEPROPERDUTIESAND TAXES.

IN ADDITION, THE AUTHORIZED CUSTOMS
OFFICER MAY MAKE COPIES OF, OR TAKE
EXTRACTS FROM ANY SUCH DOCUMENTS.
THE RECORDS OR DOCUMENTS MUST, AS
SOON AS PRACTICABLE AFTER COPIES OF
- SUCHHAVEBEEN TAKEN, BERETURNED TO THE
PERSONINCHARGE OF SUCHDOCUMENTS.

A COPY OF ANY SUCH DOCUMENT CERTI-
FIED BY OR ON BAHALF OF THE IMPORTER/
BROKER IS ADMISSIBLE IN EVIDENCE IN ALL
COURTS ASIFIT WERETHE ORIGINAL.

AN AUTHORIZED CUSTOMS OFFICERISNOT
ENTITLEDTOENTER ANY PREMISESUNDER THIS
SECTIONUNLESS, BEFORESODOING, THEOFFICER
PRODUCES TO. THE PERSON OCCUPYING OR
APPARENTLY IN CHARGE OF THE PREMISES
WRITTENEVIDENCEOF THEFACT THATHEOR

SHE IS AN AUTHORIZED OFFICER. THE PERSON
OCCUPYINGOR APPARENTLYIN CHARGEOFTHE
PREMISES ENTERED BY AN OFFICER SHALL
PROVIDE THEOFFICER WITHALLREASONABLE
FACILITIES AND ASSISTANCE FOR THE EFFEC-

TIVEEXERCISE OFPOWERS UNDERTHIS SECTION.

UNLESSOTHERWISE PROVIDEDHEREINOR
INOTHERPROVISIONSOFLAW, THEBUREAU OF
CUSTOMS MAY, IN CASE OF DISOBEDIENCE,
INVOKETHEAID OFTHEPROPERREGIONAL TRIAL
COURT WITHIN WHOSE JURISDICTION THE
MATTER FALLS. THE COURT MAY PUNISH
CONTUMACY OR REFUSAL AS CONTEMPT. IN
ADDITION, THE FACT THAT THE IMPORTER/
BROKER DENIES THE AUTHORIZED CUSTOMS
OFFICER FULL AND FREE ACCESS TO
IMPORTATIONRECORDSDURINGTHE CONDUCT
OF A POST-ENTRY AUDIT SHALL CREATE A
PRESUMPTION OF INACCURACY IN THE
TRANSACTION VALUE DECLARED FOR THEIR
IMPORTED GOODS AND CONSTITUTE GROUNDS
FOR THEBUREAU OF CUSTOMS TOCONDUCT A
RE-ASSESSMENT OF SUCHGOODS. :

THIS IS WITHOUT PREJUDICE TO THE
CRIMINAL SANCTIONSIMPOSEDBY THIS CODE
AND ADMINISTRATIVE SANCTIONS THAT THE
BUREAU OF CUSTOMS MAY IMPOSE AGAINST
CONTUMACIOUS IMPORTERS UNDER EXISTING
LAWS AND REGULATIONS INCLUDING THE
AUTHORITY TO HOLD DELIVERY OR RELEASE
OF THEIRIMPORTED ARTICLES.”

SEC. 10. Anew Sectiontobeknownas Section 3516
is hereby inserted in Part 2, Title VII of the Tariff and
Customs Code of the Philippines, as amended, which
shall read as follows:

“SEC.3516. SCOPEOF THEAUDIT. -

(A) THE AUDIT OF IMPORTERS SHALL BE
UNDERTAKEN:

(1) WHEN FIRMS ARE SELECTED BY A
COMPUTER-AIDED RISK MANAGEMENT SYS-
TEM, THE PARAMETERS OF WHICH ARE TO BE
BASED ON OBJECTIVE AND QUANTIFIABLE
DATA AND ARE TO BE APPROVED BY THE
SECRETARY OF FINANCE UPON RECOMMEN-
DATION OF THE COMMISSIONER OF CUSTOMS.
THE CRITERIA FOR SELECTING FIRMS TO BE
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AUDITED SHALL INCLUDE, BUT NOT LIMITED
TO, THEFOLLOWING:

(A) RELATIVE MAGNITUDE OF CUSTOMS
REVENUEFROMTHEFIRM;

(B) THE RATES OF DUTIES OF THE FIRM’S
IMPORTS;

(C) THE COMPLIANCE TRACK RECORD OF
THEFIRM; AND

(D) AN ASSESSMENT OF THE RISK TO RE-
VENUE OF THEFIRM’SIMPORT ACTIVITIES,

(2) WHEN ERRORS IN THE IMPORT DECLA-

RATIONAREDETECTED;

(3) WHEN FIRMS VOLUNTARILY REQUEST
TOBEAUDITED, SUBJECT TO THE ATPROVAL OF
THE COMMISSIONER OF CUSTOMS.

(B) BROKERS SHALL BE AUDITED TO
VALIDATE AUDITS OF THEIR IMPORTER
CLIENTS AND/OR FILL IN INFORMATION GAPS
REVEALED DURING AN AUDIT OF THEIR
IMPORTERCLIENTS.”

SEC. 11. A new section to be known as Section
3517isherebyinsertedinPart 2, Title VIIof the Tariffand
Customs Code of the Philippines, as amended, which
shall read as follows:

“SEC. 3517. DOCUMENTS IN FOREIGN
LANGUAGE. - WHERE ADOCUMENT INAFOREIGN
LANGUAGEISPRESENTED TOA CUSTOMS OFFICER

- INRELATION TO THE CARRYING OUT OF ANY

DUTY OR THEEXERCISE OF ANY POWER OF THE

' BUREAUOF CUSTOMS UNDER THIS CODE, SAID

DOCUMENTIN AFOREIGNLANGUAGEMUSTBE
ACCOMPANIED WITH A TRANSACTION IN THE
OFFICIALLANGUAGEOFTHIS COUNTRY.”

SEC. 12. Anew SectiontobeknownasSection3518
is hereby inserted in Part 2, Title VII of the Tariff and
Customs Code of the Philippines, as amended, which
shall read as follows:

“SEC. 3518. RECORDS TO BE KEPT BY

CUSTOMS. - THE BUREAU OF CUSTOMS SHALL

" LIKEWISE KEEP ARECORD OF AUDIT RESULTS
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IN A DATABASE OF IMPORTER AND BROKER
PROFILES, TOINCLUDEBUT NOTLIMITEDTO:

(A) ARTICLES OFINCORPORATIONS;

(B) THE COMPANY STRUCTURE, WHICH
SHALLINCLUDEBUTNOTLIMITED TO: =~

(1) INCORPORATORS AND BOARD OF
DIRECTORS;

(2) KEY OFFICERS; AND

(3) ORGANIZATIONAL STRUCTURE;

(C) KEY IMPORTATIONS; ._

(D) PRIVILEGESENJOYED;,

(E) PENALTIES; AND

(F) RISK CATEGORY (IES).”

~ SEC. 13. Part3, Title VI of the Tariffand Customs

Code of the Philippines, as amended, shall be renamed
as“PROVISIONSONPENALTIES”.

SEC. 14, Section 3604 of Part 3, Title VII of the Tariff

‘and Customs Code of the Philippines, as amended, is

hereby further amended to read as follows:

“SEC. 3604. Statutory Offenses of Officials and
Employees. - Every official, agent or employee of the

.Bureau [of Customs] or of any other agency of the

government charged with the enforcement of the
provisionsof this Code, who is guilty of any delinquency
herein below indicated shall be punished with a fine of

~ not less than five thousand pesos nor more than fifty

thousand pesos and imprisonment for not less than
one year nor more than ten years and perpetual

‘disqualification to hold public office, to vote and to

participate in any public election:

a. Those guilty of extortion or willful oppression
under color of law.

b. Those who knowingly demand other or greater
sums than are authorized by law or receive any fee,
compensation, or rewardexcept asby law prescribed, for
the performance of any duty.

¢. Those who willfully neglect to give receipts, as
required by law forany sumcollection inthe performance
of duty, or who willfully neglect to perform any of the
duties enjoined by law. ‘
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d. Those who conspire or collude with another or
others to defraud the customs revenue or otherwise
violate the law.

¢. Those who willfully make opportunity for any -

person to defraud the customs revenue or who do or fail

todoany act with intent to enable any persontodefraud

~ said revenue.

f. Those who negligently or designedly permit the
violation of the law by any other person.

g. Thosewhomake orsign anyfalse entryor entries
inanybook, or makeorsignany false certificate or return
in any case where the law requires the making by them
such entry, certificate or return.

h. Those who, having knowledge or information
of a violation of thé tariff and customs law or any fraud
committed on the revenue collectible by the Bureau [of
Customs], fail to réport such knowledge or information
to their superior official or to report as otherwise
required by law.

i. Those who, without the authority of law, demand
or accept or attempt to collect directly or indirectly as
payment of otherwise, any sum of money or other thing

ofvalue for the compromise, adjustment, orsettlementof

any charge or complaint for any violation or alleged
violationoflaw.

J. THOSE WHO, WITHOUT AUTHORITY. OF
LAW, DISCLOSE CONFIDENTIAL INFORMATION
GAINEDDURINGANYINVESTIGATIONOR AUDIT,
ORUSE SUCHINFORMATIONFORPERSONAL GAIN

ORTOTHEDETRIMENT OF THE GOVERNMENT,

THEBUREAUORTHIRD PARTIES.”

SEC. 15. Anewsectiontobeknown asSection3610
is hereby inserted in Part 3, Title VII of the Tariff and
Customs Code of the Philippines, as amended, which
shall read as follows:

" “SEC.3610. FAILURE TOKEEP IMPORTATION
RECORDSAND GIVE FULL ACCESS TO CUSTOMS
OFFICERS. - ANY PERSON WHOFAILS TOKEEP
ALL THE RECORDS OF IMPORTATIONS AND/
OR BOOKS OF ACCOUNTS, BUSINESS AND
COMPUTER SYSTEMS AND ALL CUSTOMS
COMMERCIAL DATA IN THE MANNER PRES-
CRIBED INPART 2, SECTION 3514 OF THIS TITLE
SHALL BEPUNISHED WITH AFINEOF NOTLESS
THAN ONE HUNDRED THOUSAND PESOS

(P100,000.00) BUT NOT MORE THAN TWO HUN-

DRED THOUSAND PESOS (P200,000.00) AND/OR :

IMPRISONMENT OFNOTLESSTHANTWO(2) YEARS
ANDONEDAY BUTNOTMORETHANSIX(6) YEARS.
THIS PENALTY SHALL LIKEWISE BE IMPOSED
AGAINSTIMPORTERS/BROKERS WHODENY AN

AUTHORIZED CUSTOMSOFFICERFULL ANDFREE *

ACCESSTOSUCHRECORDS,BOOKSOFACCOUNTS,
BUSINESS AND COMPUTER SYSTEMS, AND ALL
CUSTOMS COMMERICAL DATA INCLUDING
PAYMENTRECORDS. THISISWITHOUTPREJUDICE
TOTHE ADMINISTRATIVE SANCTIONSTHATTHE

BUREAU OF CUSTOMS MAY IMPOSE AGAINST

THE CONTUMACIOUS IMPORTERS UNDER

EXISTINGLAWS ANDREGULATIONS INCLUDING

THE AUTHORITY TOHOLD DELIVERYORRELEASE
OF THEIRIMPORTED ARTICLES.”

SEC. 16. A new section to be known as Section

3611 is hereby inserted in Part 3, Title VII of the Tariff

and Customs Code of the Philippines, as amended,
which shall read as follows:

“SEC. 3611. FAILURE TO PAY CORRECT
DUTIES AND TAXES ON IMPORTED GOODS. -
ANYPERSON WHO, AFTERBEINGSUBJECTED TO
POST-ENTRY AUDIT AND EXAMINATION AS

PROVIDEDIN SECTION 3515 OFPART 2, TITLE VI

HEREOF, IS FOUND TO HAVE INCURRED
DEFICIENCIES INDUTIES AND TAXESPAID FOR
IMPORTED GOODS, SHALL BE PENALIZED
ACCORDING TO THREE (3) DEGREES OF CUL-
PABILITY SUBJECT TO ANY MITIGATING,
AGGRAVATING OREXTRAORDINARY FACTORS
THAT ARE CLEARLY ESTABLISHED BY THE
AVAILABLEEVIDENCE:

(A) NEGLIGENCE - WHEN A DEFICIENCY
RESULTS FROM AN OFFENDER’S FAILURE,
THROUGH AN ACT OR ACTS OF OMISSION OR
COMMISSION, TOEXERCISEREASONABLE CARE
AND COMPETENCE TO ENSURE THAT A

STATEMENT MADE IS CORRECT, IT SHALL BE

DETERMINED TOBENEGLIGENT AND PUNISHA-
BLEBY AFINEEQUIVALENT TONOTLESS THAN
ONE-HALF (1/2) BUT NOT MORE THAN TWO (2)
TIMESTHEREVENUELOSS.

(B) GROSSNEGLIGENCE - WHENADEFICIENCY
RESULTSFROM AN ACT OR ACTS OF OMISSION
OR COMMISSION DONE WITH ACTUAL
KNOWLEDGE OR WANTONDISREGARDFOR THE
RELEVANT FACTS AND WITH INDIFFERENCE
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TO OR DISREGARD FOR THE OFFENDER’S
OBLIGATIONUNDER THE STATUTE, IT SHALL BE
DETERMINED TOBE GROSSLY NEGLIGENT AND
PUNISHABLE BY A FINE EQUIVALENT TO NOT
LESS THAN TWO AND A HALF (2 1/2) BUT NOT
MORE THANFOUR (4) TIMES THEREVENUE LOSS.

(C) FRAUD - WHEN THE MATERIAL FALSE
STATEMENT OR ACTIN CONNECTION WITHTHE
TRANSACTION WAS COMMITTED OROMITTED
KNOWINGLY, VOLUNTARILY AND INTEN-
TIONALLY, AS ESTABLISHED BY CLEAR AND
CONVINCING EVIDENCE, IT SHALL BE DETER-
MINED TO BE FRAUDULENT AND BE PUNISHA-
BLEBY AFINEEQUIVALENT TONOTLESS THAN
FIVE (5) TIMES BUT NOT MORE THAN EIGHT (8)
TIMES THE REVENUE LOSS AND IMPRISON-
MENT OF NOT LESS THAN TWO (2) YEARS BUT
NOTMORETHANEIGHT (8) YEARS.

THE DECISION OF THE COMMISSIONER OF
CUSTOMS, UPONPROPER HEARING, TO IMPOSE
PENALTIES AS PRESCRIBED IN THIS SECTION
MAY BE APPEALED IN ACCORDANCE WITH
SECTION2402HEREOF.” ~ -

SEC. 17. The following provisions of the Tariff
and Customs Code of the Philippines, as amended, are

renumbered as follows:

(@) Section 3514 of Part 2, Title VII (“Words
and Phrases Defined”) is renumbered as Section
3519;and

(b) Section3610 of Part 3, Title VII (“Violations of
Tariffand Customs Laws and Regulations in General™)
isrenumbered as Section 3612,

SEC. 18. Rules and Regulations. - The Secretary
of Finance shall, upon the recommendation of the
Commissioner of Customs, promulgate the necessary
rules and regulations for the effective implementation
of this Act.

SEC. 19. Repealing Clause. - All laws, decrees,
executive orders, rules and regulations and
other issuances or parts thereof which are inconsistent
withthis Actare hereby repealed ormodified accordingly.

SEC. 20. Effectivity. - This Act shall take effect
fifteen (15) days after its publication in the Official

"Gazette or in any two (2) newspapers of general

circulation, whichever date comes earlier.

Approved,

Senator Tatad. Mr. President, I move that we read the
Reference of Business.

MANIFESTATION OF SENATOR ENRILE
‘(Extending Recognition to His House Counterpart)

Senator Enrile. Mr. President, a matterof special privilege.
ThePresident. Senator Enrileis recognized.

Senator Enrile. May I just state that my counterpart in the
House of Representatives, Cong. Danilo Suarez, is in the hall. 1
think he deserves some degree of recognition considering his
contributions to these bills.

Thank you.
ThePresident. Thatisright.
The Secretary will read the Reference of Business.
REFERENCE OF BUSINESS
MESSAGE FROM'IHE HOUSEOFREPRESENTATIVES
The Secretary.
February 8,2001

The Honorable
AQUILINOQ.PIMENTEL JR.
President of the Senate

GSIS Bldg., Financial Center
Pasay City 1308

Mr. President:

I have the honor to transmit herewith a copy of
Resolution No. 177, entitled

RESOLUTION CONFIRMINGPRESIDENT GLORIA
MACAPAGAL ARROYO’S NOMINATION OF
SENATOR TEOFISTO T. GUINGONA JR. AS
VICEPRESIDENT OF THE REPUBLIC OF THE
PHILIPPINES,

which was adopted by the House of Representatives
onFebruary7,2001.

Very truly yours,

(Sgd.)ROBERTOP. NAZARENO
Secretary General



