REPUBLIC OF TIE PIILIPPINES
EFPARIMENT OF FINAMCE
BUKEAU OF CUSTOMS
PMANILA 109D

Seplember 06, 2007

CUSTOMS MEMORANDU I"E'i ORDER
Mo. .:;?— Q*—,_-;E_dfi:?:f

18 All Depuly Commissioners
Adl Collectors of Customs
All Division / Section and Unit Chiefs
All Imporiers / Brokers
And Others Concerned

Sulject: Guidelines in_the Deierminativn of the Cosl of
= Insurance and Freight Charpges as components
of Dutiable Value

Section 1: OBJECTIVES:

1.1. ‘To consolidate all relevant Customs laws and
regulations on Insurance and Freight charges

1.2. To ensure that proper dulies and faxes are
collecied under the WTO Valuation Syslem as
implemented by CAQ No, 4-2004.

13 To pude all concerned  parties as o the
declaration and checking of Insurance and
Freight charges.

Seclion 2: ADMINISTRATIVE PROVISIONS
2 1. Definition of Terms:

or purposes of lhis Order, the following
definitions are adopled: :

a. Airway Bill (AWB) — a non-negotiable
instrument issued by an air carner or

freight forwarder to a slopper, fio
evidence contracl of carriage by air.
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b. il of Lading (/L) - a nepotiable
mstoument that was forped between (he
shipper amd the carmier evidencing
receipl of commedities and constilutes
a title of ownership over the said poods.

. CFR (Cost amd Freight) - s the

meglemn used W reler o a horeipn hade
wherein the seller must pay only the
costs and freight necessary to bring the
poads o e named pont of destination,

. CIF (Cost, Insurance and Freight) -
15 the incoterm used to reler lo a foréipn
trade wherein the seller miust pay the
cosls and Deight pecessary o bring the
poods 1o the nuned port of desynation.
it dillers from CFR in that the selle
also Las o procoe waine insurance
apamnst the bhuver’s nisk ol loss ol ar
damage to the  poods during the
CATTARE.

. CIP (Carrviage and Insurance FPaid
Tu) — 15 the mcoterm used o reler Lo a
[oreign trade wherein the selier delivers
the poods to the carrer nominated by
him, but the seller must i addibion pay
the cost of carriage necessmy Lo bring
the goods to- the nwmed destmation.
Consequently, the seller coniracts for
insurance  and  pay  lhe  msmmance
premim,

FOB (Free On Domrd) — is the
incoterm used 1o refer o a luoreign trade
where the scller is considered (o have
fullilled his obligation W deliver when
the pouds pass the ship™s il at the
named pott of shipment.  From thal
muoment on, the buyer has (@ bear all
cosls and risks ol foss of Jr damage (o
the goods from the said poinl  This
term also requires the buyer le clear the
eoods for export.
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House Air Way Bill (IIAWE) - the
document  issucd by the  feipht
forwarder/consolidator 1o the mdividual
consignec/imparier,

IATA (International Air ‘Fransport
Association) — an inlemational  air
carmier rale bureaw established m 1945
{hat helped eslablished il
standardized  fluough  the  years
intermational wrlares.

IEIRD {lmport Entry and Interoal
Revenue Declaration)  a seven (7)
page set of official documents (BC
Forme 2306) that is used m the clearance
of goods fhom Costoms and  should
comlain te details of a paticelar import
cithry.

Insurance Premium - 15 the amount
paid fo the insurer i consideration of
s underaking o indemnify  the
imporler or loss of the latia's carge
LIm‘if‘np, the course of ransponl.

Local Insurance Premium is the
wopul pard i local cumency o an
insurer locabed m the Philippines that is
applicable ouly for shipments where the
lerms agreed upon by e parlics ae
CFR, FOR, FAS, and other non-CIF. It
is @ must il @ certification as o ihe
presmium achually paid be “allached (o
the enlry. '

Master Airway Bill (MAYWDB) - lhe
shipping du;:;ﬁmmt issued by the amr
cavier 1o a  censolidator/freight
forwarder, covering a slupment, wlich
could be consolidated or not.

SAD {Single Administrative
Document) — a set of walonm
diocuments, denved {iUlII:: LEuropean
Conumamty practive {1988}, which 1s
used to process shipmenis that pass
hrough Customs.
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2.2.  Accountability:

972.1 It shall be the responsibility of the
imporier, declarant,’ and broker (o
properly disclose the aviual freight
and  insurance  incurred  in the
immportation.

397 1t shall be the responsibility of the
Chief and Principal Appraiser of the
port’s Formal Enlry Dhivision or ils
equivalent  unt 1o check  the
accuracy and truthlulness of Lhe
declaration on freight and msurance.

273 The Customs Officers and personnel
are directed to  perfomm their
responsibililies as required herein.
Failure on the part of those officials
and  continuation  personncl  to
perform their respeclive
responsibility shall be a ground for
disciplinary action pursuant to Cral
Service Rules and Regulations.

324 The District Collector shall be
responsible for the smooth, proper
and cllective implementation of this
Order in all cases, under hisher
distict’s  junisdiction,  where it

. < applies.

225 All signalornes to any
cerfificate/report required under this
Gipder shall be held liable for any
wisrepresentalion wade therein, and
shall he procesded agaimst unider
Gee. 3602 and 3604 of the TCCP, as
amended.

Section 3. OPERATIONAL PROVISIONS:

Pursuant 1o Section 201 of the Taniff ad Customs Code of the
Philippines as amended, inswance and freight charges arc components of the
dutiable value. =

In order to detcrmine the applicable nsurance premium and freight
charges, the following guidelines musl be obser ved.
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J.1. Insarance

31 1_If the lenms of sale are CIFACIE, the
amown! of the  aclual  insurance
premimi shall e used in the
assessment, provided thal i such
amounl is foweer than 2% of the FOR
value [or pencral cargo amd 4% of
the FOR - value for
dangerous/inilmnmable puuds,
chemicals  and  other  high sk
cargoes, e same shall be subject Lo
further verification by the BOC.

1.1.2. IF a shipwent is covered by a local
of domestic msurance, the amount
of insurance prewmmn aciually pod
may be accepled. However, il the
prennimm is Jower than 2% of the
FOB value for general cargo and 4%
of the OB value fur
dangeious/inllammable poods,
chemicals  and  otler  ugh sk
cargoes, then a Certification from
‘the mswance company as o lhe
aclugl  premuwn paid - shall - be
presented o the BOC topether will
the COriginal Oficial Receipl, A
copy of that Official Receipt shall be
cerdificd as a bue copy by the
assigned  Customns  Appraiser [
Examiner which shall be attached to
the ouiginal Working Enlry.

3.1.3. For shipmenis nol covered by a local
msurance, then  the amuount  of
inswance declmed on the Enlry may
be aceepted, provided that i such
amount 15 lower than 2% of the FOR
value for peneral cargo and 4% of
e OB value [or
dangerousfinflaiumable goods,
chemicals  and  other  Iigh  risk
carpoes, the same shall be subject 10
further verilication by the BOC,

414, Vo direot importativns by the
- povermnent, the original copy ol the
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Manmwe Open Polivy issued by (he
Ciovernment  Service.  Insurance
Syslem (GS1S) together with a pe
copy shall be presented o BOC
(Alm.  Impol Assessment Svivice)
cerfilied by the latter. The Buicau
shall  apply  the actual GSIS

i HS1IAnGE JAresan nin raks.

a. Il mswed by a xﬁulrc!'r cOompany
other than G515, apply 3.1.2.

b. I pot covercd by a locl
msurance, apply 3 1.3

3.1.5. The amount ol mswrance shall be
declared in the IEIRD box no. 90
and the cquvalent appropriate box
in the SAD flor the eleciromc
lodpement.

Freight Charges

32.1. The [eigln charge to be applied
shall be based on the amuount
indicated in the Air Waybill or Bill
ol Lading.

3.2.2_0f no height charpe s indicated on
the Air Waybill, Bill of Lading,
andfor Invoice then the declared
freight charge on the Import Eolry
Intermal Reveime Declaration
(EIRDY Smple Adiministrative
Document  (SAD)  may  be
considered therem, provided that if
the amount mdicated 15 lower than
7% of cither the TATA rale or
Conference  1ale  for  aitlreipght
shipment and sea lieight shipiment,
respeetively, the  same  shall be
subject o frther verification by the
BOC.

329 10 the height charge is lower tan
70% of either the [ATA or
Conference rale, the impmier must
presenl a  Cerlification  [rom  the
Carrier ¢ Fonwarder and 7 or (Ofhicial
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Receipt as to the aclual feight
charges paid.

In case of bulk shipments, (he
cetlified . copy of Charler Parly
document or Freight Contract, and
Stowage Plan shall be presented to
show the actual feight charge, all of
which shall be attached 1o the
working copy of the Entry.

4. For bulk/gencral carpo shipments
made by the National Food
Authority (NFA), the freight
charge if not lower than 10% of
the CFR value of the commodity
may be accepled.

In case of refrigerated shipment, a
certification from shipping lines as
to the freight paid must be presented
for Customs verilication.

In the absence of a certification from
the shipping lines, the following
freight charges may be used as
reference:

a. Shipmenls conung om China
should ot e lower than;

£1.700.00/40 fi Reefer Container
(Guangshou, China)

$1.300.00/20 it Reefer Container
(Guangshou, Clina)

£1,500.00/20 N1 Reeler Conlainer
(Xiamen, China)

51.300.00/40 I Reefer’ Contamer
{Kwmmen, China)

1,800 0020 1 Reefer Conlainer
(Shanghai, China)

$3.200.00/40 ft Reefer Conlainer
{ Sharsgha, Clina)
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$3.,200.00/40 01 Recler Container
(Shanghai, China)

31,350.00/20 fi Reefer Container
{Dalian, China)

$1_680.00/40 ft Reefer Container
(Dalian, China)

. Shipments coming  from
Hongkong — 3160000/ 40 Rt

_contaimer recler van
c. Shipments cOlning from
Suigapore:

$900.00720 it container reefer
51.850.00/40 R container reefer
Plus: BAF ($70/20" & 140/407)

Shipments coming from Los
Angeles, USA:

£3,050.00/20 ft Keefer Container
$0,100.00/40 ft Reefer Container

c. If it 15 a 20 ft. contamer reefer
vai, then the freight should be
50% of the freight charge of a 40
L. In case lower, the sane shall
be subject to further venfication

by the BOC.

Section 4: SEPARABILITY CLAUSE
The provisions of Uos Order e Lereby ordered separable and in case

any ol the provisions hereof are declared invalid, the other provisions, which
ate nol allected shall remain in full force and effect.
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Sechion 5° REPEALING CLAUSE

All Customs Memorandum Orders, Memoanda or parts hereof,
which are inconsistent with this Order are hereby deemed superseded,
amended or modified accordingly.

Seclion 6 EFFECTIVITY CLAUSL

This Order shall take effect immediately and shall last until revoked.
@
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NAPOLEO MORALES
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