REPUBLIC OF THE PHILIPPINES
DEPARTMENT OF TINANGE

BUREAU OF CUSTOMS
Manila

CUSTOMS ADMINISTRATIVE ORDER

NO._4- 2010

SUBJECT: ESTABLISHING AN ENITANCED CUSTOMS TRANSIT SYSTEM WITH THE

USE OF GLOBAL POSITIONING SYSTEM

Pursuant to Section GUX. in relation o Sections 602 1204, 2506, 3606, 3607 of ihe TarilT and

Customs Code of the Phili
hereby promulgated:

ppines, as amended (TCCP), the following rules and regulations are

DECLARATION OF POLICY

I line with the ohjectives of the Electronic-ts-Mohile (LE2ZM) Project ol the Bureau of
Customns (BOC) and pursuant to the BOC™s commitment 1o provide lransparent. eficient,
elleclive and secure services while reducing the cost of doing business in the conintty, this
Order adopts and hereby directs the use of Glohal Pesitioning System (GP'S) for the sealing,
tracking, monitoring and audit of transit CARELr.

OBINCTIVES

The objectives of this policy are the following:

2.1, To enhance the capability of BOC effectively seal. track, monitor and audit the
Uansil cargo as it is transferred from the port of discharge o its final destination:

2.2, To establish the appropriate supporling organizational structure and fumction for the
implementation of the enhanced customs transil sysiem;

2.3, To strengthen the security of the transit carge during the transit process;
4. To reduce the cost to industry of complying with BOC requirsments on Iransit cargo:

2.5, To facilitate the customs processing of transit cargo via the use of affordsble and
reliable lechnolegy and other best practices:

2.6, To increase the level of compliance with the provisions of the Revised Kyoto

Convention (RKC) on the ireatment of (ransit carge in line with the Philippine
aceession lo REC;

2.7. Te align wilh the objectives of Asia-Pacific Economic Cooperation (APEC) and

Association of Svulheast Asian Nations (ASEAN) therehy enhancing the nafion’s
standing as a member of APEC, ASEAN and the World Trade Grpanization (WTO):;

2.8, To adopi the REC definition of customs transit and recti v the currenl definition of
transshipment,
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F. DEFINITION OF TERMS

1. Custoins Barcoded Seal - is an aptical machine-readable representation of transit datz
that is incorporated in the sealing tape used for breakbulk cargn.

3.2. Dreakbulk Cargo - 15 non-containerized cargn which is grouped or consolidated [or
shipnuent and broken down or sub-divided info unitized cargo, such as in pallets o
packed in bags or hoxes,

13, Conlainerized carpo - cargo that uses standard intermwdal conlainers {hat are
statclardized by the International Organization for Standardization {1502 and can be
loaded and sealed intact onto container ships, railroad cars, planes, and trucks,

3.4 Electronic UPS-equipped Barrier Seal (EGHS)- a reusable eleclronic device equipyred
with GGPS that serves as a barrier seal to the container doot 1o ensure that the cay B0 s
nat tampered with while in transit,

3.5. Electronic GPS-equipped Barrier Seal Service Provider (EGRSSP) — BOC accredited
company that provides FGBS.

3.6. GP'S —is a system of satellilcs, computers, and receivers that is able to calenlate the
location of the user on a digital map,

3.7. Tracking and Monitoring Svslem sccure and interactive webh-based systemn used 1o
provide the location and condition of transit cargo using GPS.

3.8 Tmansit - means the customs procedure under which goods are transporied under

customs control from one customs office (o another as turther specilicd in Scetion 4
hereol,

3.9, Transit Permil — clearance jssued by Customs o allow the transii of goods,

410, Transhipment — means the customs procedure ynder which poods are tansferred
wider eusloms control from the importing means of transport to the expor ling means
of fansport within the ares of one custops office which is the office of both
Importation and exportation,

311 SAD — Single Administrative Document is an aligned trade and costoms document
adhering o international documentary requirements and best business practices
confoming fo the UN Layout Key.

4. SCOPE

This Order shull cover gowds to be Iransported under customs tramsit in the customs
temmitory:

4.1, Froam a port of eniry to another port of entry as exit poinl for outright exportation leg
an imporl shipment of cigarettes  off loaded at South Harbor and transported o
Curriman);

4.2, From a pont of eniry to snother port of entry/inland customs office (c.g a shipment of
mputs lor the production of semiconductors discharged at thie Manila Tulernational
Container Port IMICP] tor the Port of Cebu with the Mactan Export Processing Zone
as final destination);
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4.3 Trom an inland customs office 1o A port ol entry as exil point for outtighl exporiation
(g, a shipment of compuler motherbosrds for exporl from the Rosario Economic
Zone in Balangas (o NATA for loading on to s cargo aircrafl bound for OVErSens);

4.4 From one port of entry/miand cusioms office o another port of entrvindand customs
office. (eg. a shipment of semi-linished products from a Cusioms Ponded
Manufacturing Warehouse (CBMW) under NAIA to another CBMW under the Port
of Manila for further processing inty finished products for export).

Considering the existence ol Freeport areas amd Special Leonomic Zones (SP7s) which are
comsidered as being outside the Customs tetritory of the Philippines, the movement of
goods o cargoes from a Customs office lo Freeport areas and SP7s and vice-versa as well
as from one Freeport area/SP7. (o another ctossing the Custoius lerritory is considered as
Iransit operation and thereby covered by this Order

ADMINISTRATIVE PROVISIONS
3.1, Electronic GPS-equipped Barrier Seal (FGBS)

All contsinerized transit cargoes shall be secured with EGBS to ensure that fhe
Cargoes are not lampered with while in transit.

3.2, Cusloms Barcoded Seal

For break bulk carpo, seleeted packages shall be sealed with sealing tapes equipped
with & barcode that matches with the barcode on (e Transit Permit.

>3- Customs Coordinating and Audit Oflice {CCAD)

To be headed by f(he Depuly  Commissioner for  Assessment  aud Chpetations
Coordinating Group (ADCG), there is hereby created the Customs Coordinating and
Audil Office (CCAOQ) under the OlTice of the Commissioner that shall develop a
scheme for accoumting for and monitoring the use and deployment of the above
Customs seals. The responsibilities of the COAD are as fullows:

231 Coordinating with Customs Transit Muonitoring and Tracking Unit (CTMTL)
a5 described below:

332 The Awdit  of historical data on transit cargoes generated by the 1:GBS,
[oeusing on those that are the subject of exceplion reports;

5.3.3. Developing an aging scheme for transit cargoes to determine those that have
ot been covered by the appropriate entry smd may therefore be the subject of
abandonment proceedings:

A.34. Tracking the deployment of FGBS and fo cnsure that esch port maintains a
sufficient number; and

3.3.5. Constantly reviewing the performance of the Enhanced Customs Transit
System amd crafling needed policy recommendations to ensure that the system
TEMAInG responsive (o evolving needs of industry and the international trade
CONMmMUEnity.

34, Establishment of a Customs Transil Monitoriog and Tracking Unit

A Cusloms Transit Maonitoring and Tracking Unit (C1TMTT N headed l‘.n_].' the UE‘].TL![}'
Collector for Operations shall be cstablished at each wagor port of enlry. Each

Mawe 3 of 8

/Q {/:-"'4? —v Ei‘--t'a")lll,




CTMTIT shall be staffed with sufficient personnel and be equipped with the capability
lo monilor transit cargo leaving or destined for (he porl.  The CTMIT1 shall be
responsible Tor:

5.4.1.

B P
a4
5.4.4.

54.5.
5.4.6.

547,

Ensuring the collection ol

5.4.1.1. ‘I'ransit Mrocessing Fee for containerized cargo - 1100

3.4.1.2. Transil Processing Fee for breakbulk cargo — P400

5.4.1.3, Container Scourily Fee - $5 per TEU

Uploading the transit cargo information onto the transit system;

Proper placing of EGBS as Costoms seal of the transit cargo;

Informing the receiving porl of destination of the pending arrival of the transit
cargo as well as its estimated date and (e of armval:

I'tacking and monitoring the transit cargo while in transit;

informing the PNP immediately of any wvnauthorized diversion  [rom
designaled transil moule; and,

Checking for any breach in the imegrity of the E4GRS as Customs seal.

6. ACCREIMTATION OF EGEBSSY

The Accreditation Committee to be created by BOC and headed by the Deputy
Commissioner for AOCG shall aceredit yualified private scctor providers that would be
allowed to supply the required number of EGBS seals and the accompanying monitoring

svstem.

6.1, Accredilation Criteria

The Accreditation Conumittes shall observe the published accreditation criferia and
shall recommend any amendinents thereto Lo the Commissioner for approval.

G2 Acerehiation Process

L

.22

i
h

[
tid

(24,

.25,

fd.h.

a7,

6.2.8.

o

Through the Accredilation Commiltee  (henceforth reterred o as the
Committee), the BOC shall publish an invitation for the acereditation ol
EGBSSPs. This invilation shall include the Eligibility Requireiments.

A non-refumdable processing [ee in the amount of Fifty Thousand Pesos
(S0.000.007 shall be fmposed.

The Commitiee shall organize a Qualily Assurance Team (QAT), composed of
technical cxperls o both the feld and central office, charged with
delermining the compliance of the candidate company’s services Lo the
requircinents. These reguircments shall also include, smong others, e user

friendliness ol syslem.

Alter the conduct of lest and site visits, the Committee shall pre qualily pot
mure than three (3) candidates for accreditation.

The Committee shall review and evaliate the documents submilted by the pre-
gualilied candidate companies.

The Commillee shall release 1o pre-qualified EGDSSPs the Terms of
Relerence (TOR) and the Non-Disclosure Understanding which will be signed
by their authorized officials.

The Commilles shall allow a reasonable time [or the erafling and submission
of technical and financial proposals by pre-gualified candidates.

The Committee shall develop and adopt a scoring system lor judging the
propaosals.

The Commities shall select and aceredit not more than thres (3) FGBSSEs.
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6.3. Conditions for Avereditation

631,

3.2

633,

0.3.4

Service Level Agreement

The accredited EGBSSP shall enter into 2 Service Level Agreement (ST.A)

with BOC. The SLA should ex pressly provide among vthers. thai the EGRSse

is responsible fur ensuring that;

0.3.1.1. Oy amhorized and registered EGDS iz used 1o seal trangit CATE;

0.3.1.2. Each potl has a sufficient number ol FCiRS:

6.3.1.3. GBS s properly maintained and are fully charged before being
deploved:

6.3.1.4. EGBS i always properly accounted for and properly secured when
nik 1n nme;

0.3.1.5. The reguired hardware apd software are completely tesicd and
profrerdy deployvediinstalled:

6.3 16, Sulficien! number of personnel in esch porl where the system js
implemented are deployed;

0.3.1.7. Training un sealing, tracking monitoring and audit skills inchading
user manuals are provided:

0.3 1.8, Preparation and deployment of software and hardware js conducied:
and,

0.3.1.9. The system is sulliciently secure (o prevent unauthorized access 1o
the tracking and monitoring process and the data that the systenn
geferates.

Ihe SLA should also spell out basic techiical features of the GPS service (o.p.
speed. frequency, power elflectiveness, elc.) including a disaster Tecovery
phmdbusiness continuity Plan which provides measures 1o avoid unnecessary
delays in the transfer of cargo due Lo unavailahility ol GPS service.

Performance Bomnd

The aceredited EGBSSP shall post a Performance Bond, issued by 3 BOC-
accredited surety company, amounting to Five Million Pesos (PhI*S,000,000),
Which shall be made to  answer for any actual pecuniary damage resulling
ihm any breach of undertaking by the accrediled EGBSSF after the same has
been established in an appropriate proceeding,

Fechnical Aceeplance Tests and Evaluafion

The pre-qualified candidaie EGBSSP must successfully pass the technical
acceplance fests (including dala ‘security and integrity. clamp inventory
syslem, disaster recovery plan) and evaluation that shall b conducted by the
QAT lor acereditniion.  The QAT shall also conduct a vem Iv technical
evaluation and validation to determine whethét the EGRSSP qualifies for
continuous accereditation.

Perivd and Renewal of Accredilation -

The selected EGRSSE shall he given an accredilation status for a period of
three {3) conseculive vears, inclusive of the six-month probationary period.
and will be renewsble yearly therealler subject (o the evaluation of the yuality
of ils perlformance as meassured Iy 1he Service Level Agreement {SLA), and
cuompliance with Eligibility requirements.
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B Technical Reguirements

The EGBSSP shall be capable of providing the following:

G441,

4.2,

6.4.3.

f.d.4,

LGRS as Customs Seal

LGRS as Customs seal shall be a reusable cleetronic device equipped witl,
GI'S Ihat serves as a barrier seal to the conlamer door to ensure that the CArgn
s mot tampered with while in transit |t shall have the following features:
6.4.1.1. Tt shall be strong and durable using malerial with sufficient strength
fo prevent accidental breakage, carly deleriorafion {due 1o weather
conditions, chemical action, ele)) or undetectable tampeting;

6.4.1.2. It shall be secutely equipped with a tamper proof portable GI'S with
al least a S-day battery life:;

6.4.1.5, It shall be capable of being affixed easily and quickly as well as
being checked and identifisd:

G4 LA, It should transmit a signal to alert the C ustoms monitor whenever the
scal has been tampered and the container door opencd;

6415, To enhance seal momitoring and accounting, each seal shall he
tegistered with the CCACQ and marked with a umique, tamper- proofd
number: and,

0.4.1.6. Tt shall bear visible marks “Tampering of this Customs Seal j=
punishable under Customs Laws™

1he Tracking and Monitoring System

The CSSP shall provide BOC  at no cost v BOC  with the necessary
hardware and sofiware to elleclively track and monitor the condition of CHTEL

while in transit. The tracking and monitoring system shall have the Tollowing
minimum features:

6.4.2.1. It should allow real lime tracking by BOC of the transit carpo
through (8-

0422, The system should be sufficiently secure 1o prevent unauthorized
ateess to the fracking and monitoring process and the data thal the
s¥slem gonerales;

6.42.3. The system should be capable of alerting BOC monitors of any
deviations from predelermined routes: and

6.4.2.4. The system should be able to generate and store historical data of the
lransit voyage from the port of discharge o its final destination and
should indicate incidents that are deemed unusual accopding o
predefermined criteria.

GBS Melwork at the Major Ports

The EGBSSE should be able 1o establish a netweork 1o ellfectively manage the
deployment sand maintenance of the EGBS such that there is always a
sullicient number of fully functioning {(with fully charged ballerics) EGRS in
joirts where such seals are reguired for rinsit CArgoQ.

Monitoring and Sealing Fee

6.4.4.1. The muniloring and sealing fee that will be charged by the EGISSP
shall e market-driven and subject to approval of the BOC,
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8442, To allow cven inlcrmitient wsers of lhe tansit cargo pocess (o
comtinee availing of this mode of tansfer, the EGBSSP should offer
among its pavment schemes, one that would allow charges on a per-
use basis, therchy freeing such intenmittent users from the bugden of

having 1o shouller investment costs tht usually wnderlie long time
use.

6.4.5. Conduct ol Trainings

EGRSSP shall conduct Iminings on sealing, tracking, monitoring and audil
skills. Corresponding user manuals shall likewise fe made available by the
EGBSSP.

6.5, Revecation of Accreditation

Failure lo fulfill any of the above criters wotld be basiz for denial or revoeation of
accredilationg.

. OPERATIONAL PFROVIS IS

The Commissioner shall jssue a Customs Memorandum Order (CMO) on the enhanced
cusloms Imsit system incorporating the lollowing, among others:

7.1, The transil cargo shall be subjected to Selectivity criteria.

1.2. Through the CIMTUL the Deputy Collector for Opcrations of the port of dizcharpe
shall ensure that the transit cargn is securely sealed with the appropriate EGRS:

7.3 The CTMTU of the port of discharge shall immediately nolily through email the
concemed CTMIL of the port of destination and the CCAL about the transil cargo;

T4, The CIMTU of the purt of destination shall be primarily respomnsible for supervising
the removal of the EGRS as Customs seal tp deternine if there is breach in the
mtegrity of the seal and the transit cargo; and

LA
'

]
'

The CTMTU of the port of destination shall nofify the CTMIU of the port of
discharge of the arrival of the transit Cargo,

- REPORTING SYSTEM

Lach C'IMTU shall submit to CCAQ the following computerized transit reports. generated
frome the Monitoring and Ivacking System on a daily basis:

8.1, Shipment released (no. of containers. tleclarant, permit number, date):

8.2, Shipment teceived (no. of containers, declarani, permit nmumber. date, conteni
discrepancy if any): and

8.3, Malching repor.
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10.

1.

12,

13.

AGREEMENT WITH  THE prNp AND  OTHER AUTHORIZED  Law
ENFORCEMENT AGENCIES

Lhe Commissioner of Customs is mandated 10 eper int a Memorandm of Apreemen|
(MOA} with the Philippine MNational Police (PNPY and olhes anthorized Law Enforcement

ABENCIes 1o porsue transi vargo’ when any nnauthorzed diversion from desipnaled frapsi
FOULE Occlrs,

PENALTY

The penalties preseribed under lhe TCCP. a5 amended, as may be pertinent or applicable
shall be imposed fior violatious of the provisions of ihis Oirder.

Likewise, any viedation of any of the Provisions of this Order shall cange the snspension o
revocation of e acuredilation of the LGRS as the case may be afier tue administrarive
nolice and hearing withaour prejudice (o the filing therealier ol appropriate atdministiative,
civil or erimin charges apninst the e ring COGRSSP, if warranted

In addition t; the sanclions imposed nider the FOCY as arnended, and Cjvil Service laws.
rules and regulations, any BOC official andipr etployes finmd 10 have violated any of Ihe
Movisions of this Owder shall be immediately relieved and if warranled alter e
adiministrative notice and hearing, be transferied 10 angilier office or assigned fo a Jess
sensiive position in the BOC, :

PILOT PROJECT

The BOC may conduet a Pilot Project lirst before full implementation of 1his system under
such terms andd conditions required by the prevailing circumsiances.

REPEALING CLAUSK

All orders, memoranda, circulars and such oiher issuances inconsistent herewith are herehy
repealed andior deemed modified accordingly.

SEPARABILITY CLAUSE

If sy parl or provision uf this Order is later on found invalid or illegal. 1he remAitng
portion shall remain valid and unafTected.

EFFECTIVITY CLAUSFE

I4.
This Order shall ke elTect ifleen (15) davs afier publication in a newspaper of gencral
circulation.
NAPOLEOW L. MORALES
Conefrgris oner
APPROVED:
A . (/r"": .y_:,'g_,,,.r‘_{
MARGARIT

secretary of Finance

Date: JUN 2 1 20
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