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“The Bureau of Customs is an agency in transition.
We are in the process of reinventing it—hoping to
give it a new direction, a fresh outlook, a profound
sense of purpose and a higher level
of professionalism and sophistication.”

Angelito Alvarez
Commissioner
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PANATA SA PAGBABAGO

Ako ay buong katapatang nanunumpa

Sa ating bansang minamahal at ginagalang

Na aking pagsusumikapang matamo

Ang tunay na pagbabago ng ating bayan
Namamanata ako na tutulong sa ating pamunuan
Sa pagpapataguyod ng marangal na pamamahala
At pagpapalakas ng isang lipunang makatarungan
Na walang palakasan at walang kinikilingan

Na walang lagayan at walang pinapaboran
Gagampanan ko ang lahat ng katungkulan

Ng isang mabuti at matapat na mamamayan

Na kasing tindi ng paghamon ko sa ating mga pinuno
Na sumunod sa landas na tama at matuwid
Upang mabago ang takbo ng kasaysayan

Na magwakas na ang kahirapan

At maitaguyod natin ang ating kabuhayan

Bilang alay sa ating mga anak at salin-lahi ay
Palaganapin natin at itaguyod

Ang isang SAKDAL LINIS, MARANGAL at
MATAGUMPAY na PILIPINO...

Sa isip, sa salita at sa gawa.
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Airports and seaports are
major gateways for the
country’s cargo
and passenger traffic.
) | The Bureau of Customs covers
all international gateways.
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From the Secretary...

arking the assumption of office of the new Administration, 2010 was a year of change

and adjustments for the Bureau of Customs. It is, therefore, heartening to see that despite

the challenges and the inevitable bottlenecks that usually accompany such a transition, the

Bureau still made significant contributions to our overall effort to generate revenues for our
government’s operations last year.

The management team led by Commissioner Angelito Alvarez took over the BOC shortly after the new
Administration was inaugurated on June 30, 2010, and, judging by the operational results posted by the
end of last year, the Bureau, under its current leadership, has already made some notable gains in securing
and enhancing its revenue base, resulting in a record-setting cash collection of P227.5 billion.

We are pleased that the Bureau delivered remarkable results despite external factors that had dampened
trade in the latter half of 2010. A shrinking revenue base from the growing list of non-tariff items
notwithstanding, the Bureau still posted some of the highest monthly collections in the second half of last
year, exceeding P20 billion in at least two months.

The Department of Finance, tasked with revenue generation and revenue mobilization for the funding of
the projects and the budget of the government, relies heavily on the collection efficiencies of agencies
like BOC.

Under Commissioner Alvarez, we are confident that the programs for improving the Bureau’s current
levels of performance are now in place.

Buoyed by the ratings upgrade the country obtained recently, and with the World Bank bullish on our
growing momentum towards financial health, we are looking forward to better results next year, with the

Bureau of Customs playing a key role in our expected recovery.

CESAR V. PURISIMA
Secretary of Finance
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From The Commissioner...

or the Bureau of Customs last year, the last two (2) quarters were periods of adjustment and
transition, a time for renewal and reform.

While the nation was wrapped in euphoric celebration of the change rang in by our new
Administration, we were tasked with preserving and safeguarding the institutional integrity of the country’s
principal revenue generating agency.

We are pleased to report that by diligent application of enhanced systems for collection of duties, 2010
was a milestone year for the Bureau of Customs.

It was a year marked by reform and renewal that resulted in the Bureau’s posting its highest cash revenue
collection ever at P 227.533 billion,.an amount that was 14.4% or P 29.2 billion higher than the P 198.1
billion cash collection for the previous year.

An agency already in the process of re-inventing itself to give it a new direction and a profound sense of
purpose, the Bureau faced far greater challenges in the transition in 2010. We implemented operational,
structural and moral reforms within the Bureau to enable us to provide a higher level of professionalism and
sophistication in the service.

Among these reforms is the Bureau’s computerization program, the e2m project. When fully implemented,
e2m will not only eliminate face-to-face transactions but will also fast track the processing of documents
and contribute significantly to the facilitation of trade in the country. We are pleased to note that the IT-
hased lodgement of documents and the cashless mode of payment and collection made possible by e2m
have significantly reduced occasions and opportunities for graft and bribery.

The Post-Entry Audit Group, for its part, enabled the Bureau to increase its revenues and collections
through the continuing audit of entries to ensure that all importations are properly levied based on their
corresponding declared and real values.

In pursuing our campaign to make smuggling unprofitable, the Bureau’s enhanced Run-After-The-
Smugglers (RATS) program resulted in the filing of various complaints against 122 importers, brokers and
customs employees at the Department of Justice starting from July to December of the year 2010. The total
assessments under those complaints amounted to P50 Billion.

For the moral reforms, the Bureau saw to the implementation of our Integrity Action Plan in 2010. Through
this action plan, integrity enhancing development programs for BOC employees, stakeholders and the
institution were implemented.
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A Change Management Program was also implemented in the Bureau to prepare our employees for the
transition and equip them with the appropriate knowledge and skills to help mitigate the impact of the
BOC’s modernization and reform program.

The Bureau, in pursuit of President Aquino’s Tuwid na Daan type of governance, has more reforms
already in the pipeline. Pending their full implementation, the Bureau in 2010 already started reshaping
its role from mere tariff collector into the country’s trade facilitator, through a higher level of customs
services.

We closed the past year on a high note of optimism, encouraged by the outstanding operational results
and inspired by the markedly-improved public perception of the Bureau which, no doubt, resulted from

the operational and structural reforms we instituted.

We look forward to more milestone achievements and results in the coming year, as the seeds of reform

and renewal come closer to full fruition.
A/

ANGELITO A. ALVAREZ
Commissioner



BOC Through
‘the Years

Customs service in the
Philippines goes back many
centuries — long before our
islands were conquered by
Spain and occupied by the
Americans.

We already had at that time
a flourishing trade with our
neighbors. And the rajahs
and datus then collected
tribute before people could
trade. This was the customs
law at that time, a tradition
and practice carried through,
but eventually shaped and
influenced by the Spaniards
and the Americans, each in
their own time.

Today we have a customs
and tariff system that has
supported changes in national
priorities and administration
and has’evolved with bigger
changes in global trade and
commerce.

Commissioner Angelito
Alvarez is the 34th Customs
Commissioner in the post-
Commonwealth era of the
Jureau.
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2010 Cash Collection
of P22'7.5 Billion Is Highest
In BOG History

he Bureau of Customs
made history last year
when the agency’s
cash collection
totaled P227.509 biilion,

14.8 percent or P29.3 billion : —
higher than the cash revenue BOC Financial Service Team headed by Director Edna V. Barrida, in a conference with

of P198.3 billion generated hersteft
in 2009.

Last years record-breaking ~ TABLE1
performanceincashcollection BUREAU OF CUSTOMS Annual Cash Collections (In Million Pesos)

efficiency -\surpassed by more 230000
than P9 billion, the previous G
highest cash collection of
P218.2 billion recorded in
2008.
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In fact, by end-November 180,000
of 2010, the agency’s cash 170,000
collection of P206.437 billion 160,000
had already exceeded the p—
P198.3 billion cash collection 2006 2007 2008 2009 2010
aifthes Burean Foyhaholt 189,757 194,327 218,200 198,163 227,533
2009.

The increase was achieved despite the fact that 1,988 tariff subheadings and specific
commodities which used to contribute several billions of pesos to government coffers
had started to come in either duty free or with reduced tariff classifications.

The year in review was also made remarkable by the fact that twice during the last six
months of 2010, the BOC broke the P20 billion monthly cash revenue barrier, proof




TABLE 2

REVENUE COLLECTIONS (in Billion Pesos)

] JAN - DEC 2010 | Deviation
Target Actual Amount %
Total Collections 280.686 | 259.240 | -21.701 7.8
Cash Collections 241.681 | 227.507 | -14.149 -5.9
sl 59,0008 aleies 57552 AR that the reforms and revenue
i D gk = enhancement measures
2009 2010 Amount % implemented by the new
Total Collections 200.307 | 259.240 | 38.973 17.7% stewards of the agency
Cash GCollections 198.163 | 227.507 | 29.344 14.8% had started to produce the
TEF 22,144 | 31.723 9.589 43.0% desired resul

The facts and figures, as
shown on charts, indicate where the increased revenue came from.

In terms of value, the BOC processed import entries worth P2.906 trillion in
2010, 21.7 percent higher than the previous year’s P2.387 trillion. (please see

table 6)

Dutiable goods that came in were valued at P1.485 trillion, a 21.1 percent
or P259.1 billion improvement over that of 2009's P1.2 trillion beginning
July 2010.(please see table 6)

| generation.

Philippine container ports, the country’s economic life line
to progress through global trade facilitation and revenue
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TABLE 3 2010 BOC MONTHLY CASH COLLECTIONS
TARGET VS ACTUAL
(In Million Pesos)

© 30,000

25,000 ————————

20000 }ooo W L : _

Total import tax collected
in 2010 rose to P80.840
billion, 18.04 percent or
P12.358 billion more than
the P68.482 billion the
agency earned in 2009.
(please see table 4) ] L B

JAN | FEB | MAR | APR | MAY | JUN | JUL | AUG | SEPT | ocT | Nov | DEC
[WTARGET 2010 | 14,091 | 15,428 | 16,515 | 15,300 | 19,665 | 18,867 | 21,674 | 23,215 | 23,358 | 24,241 | 24,136 | 21,101
Revenue from the value |WACTUAL 2010 17,604 | 18,047 | 15,055 | 18,907 | 18,543 | 19,015 | 21,820 | 17,740 | 1481 | 17,851 | 15,144 | 20,185

added tax in 2010 totaled ,
P157.504 billion, up by 17.6 percent compared with the preceding year’s
P133.9 billion.

15,000

10,000

5,000

The agency also earned P20.9 billion from specific and excise taxes collections,
an increase of 16.6 percent over the previous year’s P17.9 billion.

The Bureau, however, was not able to meet its 2010 cash collection goal




Collections by Type of Tax
(In Billion Pesos)

160,000

TABLE 4

140,000 [~

120,000

100,000 |~

80,000

of P241.6 billion assigned
= 2010 to it by the Department of

60,000

2009 Finance. The P241.6 billion

target was P43.5 billion

40,000

20,000

higher than the previous
year’s actual cash collection

0

of P198.1 billion.

Duties Vat Excise
2010  80.840 157.504 20.896 The lower than programmed
2009 68.482 133.907 17.917 revenue was caused

by factors beyond the

Collections by Source
(In Billion Pesos)

agency’s control such as the
TABLE 5 appreciation of the peso,
the high utilization of tax
credit certificates and the
reduced, if not zero duties

being enjoyed by more than

e
i::i:: ,/ 1,988 commodities due to
i /:, the country’s compulsory
woso - compliance with various
120000 [~ international, multilateral
100,000 //- 5= 'zg;‘; and bilateral agreements
e ;/ like the Asean Free Trade
- = Agreement (AFTA), and the
i Japan-Philippines Economic
0 Partnership Agreement
Crude Petro Products Non-Oil (JPEPA).
2010  23.274 36.068 199.898 In 2010, the agency lost
2009 19.820 36.331 164.156 nearly P2 billion on foreign

exchange adjustments since

“Total import tax collected in 2010
rose to P80.840 billion, 18.04
percent or P12.358 billion more
than the P68.482 billion the agency
earned in 2009.”

every P1.00 improvement in the peso exchange rate costs
BOC almost P400 million a month. The revenue forecast
for 2010 was pegged at P45 to a dollar but the peso
strengthened to P44.62 in April, P44.31 in September and
P43.44 in October.

The agency’s collection performance was also
encumbered by the preference of big-time importers to

“settle their financial obligations with the BOC through

their accumulated non-cash assets known as tax credit
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“The year in review was also made remarkable by the fact
that twice during the last six months of 2010, the BOC broke
the P20 billion monthly cash revenue barrier, proof that the
reforms and revenue enhancement measures implemented by
the new stewards of the agency had started to produce the

desired results.”

certificates. Preliminary
figures indicate thatin 2010,
the agency’s cumulative
foregone revenues due to
tax credit utilization totaled
more than P10 billion.

But the most serious handicap
came in the form of reduced, if
not zero duties being enjoyed
by nearly 1,988 products
that until the previous year
were considered traditional
big revenue sources for the
BOC.

It is lamentable that while
these commodities continued
to come in big volumes,
the government could no
longer rely on them as far
as generating much needed
revenues are concerned.

Still, the agency can take pride
in having laid the groundwork
for the enhancement of its
revenue  generation  and
collection efforts.

Among the cumulative steps
that have been taken to
achieve these goals include
the implementation of the
agency’s automation system
called Electronic to Mobile
(e2m) System in all 3 major
ports, 12 provincial ports and

Value of Imports TABLE 6
(In Billion Pesos)
Jan - Dec Variance
2010 _ __2009 Amount 5 %
TOTAL VALUE 2,920 2,387 K33 22:3%
Dutiable Value 1,487 15027 260 21.2%
Non-Oil 1,050 896 1541 729,
Oil 436 331 106| 32.0%
Crude 228 153 76| 49.6%
Petro Product 208 178 30| 16.8%
Non-Dutiable 1,434 1,161 AT 2R LS
Volume of Imports TABLE 7
(In million tons)
Jan - Dec Variance
2010 2009 | Amount %
TOTAL VOLUME 63.418| 54.478| 8.940| 16.4%
Dutiable Volume 48.023| 41.410 6.613| 16.0%
Non-Qil 33038 27 807 #5231 18.8%
Qil 14.985| 13.603 123821 102%
Crude 8.585 6.589 1.996| 30.3%
Petro Product 6.400 7.014| -0.614 -8.8%
Non-Dutiable 15.395| 13.068 20808 e i 80/

32 sub-ports; the enhancement of its post-entry audit capability; the strengthening
of its Valuation Reference Information System; and, the engagement of the
services of cargo surveying companies




Smuggling is Made Unprofitable
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n fulfillment of its vow to make smuggling unprofitable re-launch of our Informants Rewards System
and corruption a shameful crime, management  which guarantees tipsters a 20% share of
effected in 2010 the strengthening of the BOC’s Run-  whatever the agency will be able to recover
After-The-Smugglers (RATS) Program (with no less  out of the cases that will be filed based on the
than Deputy Commissioner, lawyer Gregorio Chavez, information he/she provided.

appointed concurrently as its Executive Director) and the

The twin strategies enabled the agency to
religiously comply with President Aquino’s
The Bureau of Custems (BOG) various seized illegally imported items. directive for the BOC to file Charges against
smugglers twice a month. Between July and
December alone, the agency brought to
the attention of the Department of Justice
documented complaints against 122
importers, brokers and customs employees
with claims totaling P50 billion.

In between these fortnightly filings, our
agency’s revitalized campaign against
smuggling resulted in the seizure of more than
P5 billion-worth of assorted commodities
that were either misdeclared, undervalued or
misclassified by their importers.

Among the big ticket seizures scored by the
agency during the 2nd half of 2010 were
302,000 barrels of gasoil, more popularly
known as crude oil, worth more than P1.2
billion; 32 drums of Toluene, a controlled
substance essential for the production of
shabu and 80 drums of Methyl Ethyl Ketone
(MEK), another drug chemical that could
have easily been processed into cocaine.

Other contrabands that the BOC had either
forfeited, recommended for valuation review
and issued warrants of seizure and detention
included wused clothing or ukay-ukay,
highgrade plastic resins, motor vehicles,
computers, cellphones and other electronic
products, angle bars and steel pipes, filament
yarn, diesel engine oil, onions, rice, sugar,
fresh garlic, firecrackers and handbags,
t-shirts and shoes found with intellectual
property violations.

For all intents and purposes, the BOC under
Commissioner Alvarez has set a standard of
measure for the bureau, for many years to
come.




L.oopholes Are
Plugged

essons learned from the investigation and legal action on the seizure
and forfeiture cases provided the impetus for the implementation of the
following measures:

On Erring Employees
« Their suspension, transfer and, if supported by evidence, inclusion in the criminal
complaints against smugglers.

On Accreditation

» Abolition of the unit that failed in its task to protect the integrity of our agency’s
accreditation program from bogus, fly-by-night operators;

» Creation, in its place, of an interim body the main responsibility of which is to sanitize
the BOC accreditation list and make sure that new applicants satisfy the fundamental
requirements for accreditation, especially the use of income tax returns.

» Last year, the Interim Customs Accreditation and Registration (ICARE) Unit
revoked the accreditation of more than 200 importers found to be fictitious. Last
These delisted importers brought in assorted
commodities with a dutiable value of more
than P5 billion.

TGHU § 250283 3
2261
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On Import Mapping Scheme
e A major innovation that is serving as a
good deterrent against smuggling is the
implementation by the BOC of an Import
Mapping Scheme. This establishes a system of
traceability in the chain of custody for each
cargo or shipment that is cleared by the BoC.
The trace covers the movement of each cargo
or shipment from the point of origin to the
final link in the chain. The information that the
Customs Commissioner Angelito A. Alvarez with top BOC officials scheme generates includes the identity of the
inspect questionable cargoes traced through the BOC's import mapping ~ exporter, importer, broker, external auditors
scheme. and the different layers in the local distribution
chain — the bulk breakers, wholesalers and retailers. All these data are linked with
the BIR data base for proper monitoring of the tax liabilities, if any, of all the links
in the chain. Industries that successfully pilot-tested the scheme last year were
textile, oil, sugar and steel.

Loww
]

On Need For Anti-Smuggling Consultants
* The BOC forged in 2010 agreements with a couple of industry experts who
were nominated by their respective industry associations to serve as anti-




Finance Secretary Cesar \. Purisima, DOJ Secretary Leila de Lima and BOC Commissioner
Angelito A. Alvarez during the filing of charges against the importer of illegally imported
luxury vehicles at the Department of Justice.

smuggling consultants of the agency. Said consultants who work practically
pro bono are involved in intelligence gathering, seizure operations and
initiation of criminal, civil or administrative complaints against persons
or entities suspected of involvement in smuggling activities. Already
rendering services as a result of this agreement are representatives from
the steel and sugar industries.

On Cargo Examination

* Maximum utilization of BOC’s Container X- Ray machines by increasing
the daily examination quota of each machine. Along this line, eight
container x-rays that are not being fully utilized in some regional ports
will soon be pulled out and redistributed in the Port of Manila and the
Manila International Container Port where container traffic is heaviest.

On Transit Cargo Controls (Transhipments)

* Implementation of the GPS-assisted Enhanced Transhipment System for
stricter monitoring and control of cargoes in transit to prevent the diversion of
shipments from one port to another.

¢ Making mandatory the posting of bonds to guarantee payment of duties
and taxes for transshipped cargoes.

On Warehousing Process Improvements

* Strengthening of controls in monitoring of goods stored in Customs
Bonded Warehouses through regular audit; implementation of e2m module
for Warehousing for efficient tracking of goods intended for Customs Bonded
Warehouses; proper assessment of wastages and scrap materials from CBWs;
and regular inventory of overstaying cargoes.

BOC AnNUuAaL REPorT 2010

“A major innovation
that is serving as a
good deterrent against
smuggling is the
implementation by

the BOC of an Import
Mapping Scheme.”




Cases Are Filed

Justice Secretary Leila de Lima, Custolns Commisioner Angelito A. Alvaréz, RATS Head Deputy
Commissioner Gregorio B. Chavez and Legal Seryjce Drrecror SimpliciolDomingo Il during the
every other Thursdayfiling of cases agalmsr suspected smuaglers and their cohorts at the DOJ.

or the period July to December 2010,
the BOC was able to comply with
the President’s directive, to charge
smugglers in court every two weeks.
Sued before the Department of Justice were:

) Quick Flo Trading and Gold Mind
Trading, two importers and their brokers who
were accused of using fictitious business
addresses and misdeclaring and undervaluing
assorted merchandises worth hundreds of
millions of pesos;

2) Officers of two Escolta- based companies
(Plum Blossom and Full Story Source) whose
various shipments of white rice were allegedly
misdeclared as mongo beans to evade payment
of duties and taxes. (Importation of white rice
requires government clearances such as an
import permit from the National Food Authority.
It is also subject to 50% duty and payment of
12 percent VAT. Mung bean, on the other hand,
is zero-rated in both customs duties and VAT
under the Asean Free Trade Agreement);

3) The president and two other officers

of a Quezon City-based car dealership (Viking Haulers)
for misdeclaration, misclassification and undervaluation of
ten (10) luxury vehicles namely, three (3) Lamborghinis, 3
Porsches, 3 Mercedes Benzes and a Masserati Quadroporte
that defrauded the government more than P68 million in
duties and taxes in a span of just over 5 months this year.

4) Two principal customs examiners and several other customs
employees for conniving with a rice importer (Point Given
Marketing) who misdeclared 781 twenty footer containers of
white rice as either mongo beans, peyin beans or green beans to
evade payment of duties and taxes;

5) The officers and broker of an oil importing company
(Oillink) that defrauded the government of about P 700
million through an elaborate scheme of under-declaration
and document falsification;

6) The President, General Manager and broker of a
small, under-capitalized company (Cross Country) that
was able to import nearly P8.5 billion worth of petroleum
products between September 2009 and September 2010
despite a paltry capitalization of only P3 million. The
respondents were indicted for allowing themselves to be
used as dummies to further the illegal activities of the
persons behind the fraudulent importations. They were
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“For the period July to December 2010, the BOC was able to comply with the President’s
directive to charge smugglers in court every two weeks.”

charged for filing false claims that enabled the company
to secure a refund of duties and taxes it paid on its oil
shipments;

7) The Country Manager, employees and broker of a
multinational company (Pilipinas Shell) for intentional
misclassification, misdeclaration and misdescription of its
various petroleum importations to evade the payment of
correct excise and value-added taxes. Records of the case
revealed that in fifty-two (52) import entries filed in 2007,
2008 and 2009, the company misclassified their shipments
of UNLEADED GASOLINE (CGG) as TETRAPROPYLENE. The
ploy was obviously carried out to cheat the government of
billions of pesos since TETRAPROPYLENE was not among the
articles enumerated under Section 48 of the National Internal
Revenue Code as subject to excise tax;

8) The proprietor and the broker of a company (KINGPOLL
MARKETING) that undervalued a shipment of 12 heavy
equipment excavators by an average of 90% to evade the
payment of correct duties and taxes.

9) The officers and broker of (Rapid Forming) one
of the country’s biggest importers of hot rolled coils for
undervaluation and falsification of documents. The imported
coils were declared in thirty nine (39) import entries as
merely steel sheets, resulting in gross undervaluation by an
average of 55%; This particular case has special significance
because it was uncovered by an informant who brought it to
the attention of the BOC through the Pera ng Bayan Project
of the Department of Finance. Pera ng Bayan is a web-based
anti-corruption initiative of Finance Secretary Cesar Purisima.

BOC Comm ‘ A{»@w}bfam; [odnedia the Impact
on.the log ; of simuggled agricultural producls,

With Alvarez during the ad illegally imported onions
were Senator Franeisco “Kiko" Pangilinan with indugtry stakeholdrs
representatives. N

The project encourages the public to use
relevant social networking tools to relay to
the Office of the Secretary information on
graft, improper conduct, negligence, lavish
lifestyle and other illegal practices of civil
servants under the Department of Finance.

10) The officers of two companies
(SKYLAND MANUFACTURING
CORPORATION and RAJMIN GARMENTS
MANUFACTURING CORPORATION)
engaged in the importation of polyester/
cotton yarn for misusing their bonded
warehousing privileges to defraud the
government of over P80 million in unpaid
duties and taxes between January and
mid-November this year. Their scheme of
deception was to declare their importations
of raw materials for garments manufacture as
warehousing entries. The Tariff and Customs
Code provides that any imported material
used in the manufacture of articles in bonded
manufacturing warehouses are not subject
to duties and taxes on condition that the
finished products are re-exported to another
country and that materials not used in the
manufacture of said articles shall be assessed
the corresponding duties and taxes. There
are documented proofs, however, that the
two companies did not re-export anything.

11) A female gun smuggler (LUCIA
A. CHICCO), a CD replicating machine
importer KINTETSU WORLD EXPRESS, a fly-
by-night corporation being used as a dummy
by importers (GOLDRICH INTERNATIONAL
EXCHANGE) and another bogus corporation
(KORNETS INTERNATIONAL COMPANY
LIMITED) engaged in the importation of
counterfeit items who were sued before the
Department of Justice for various offenses
ranging from misdeclaration, misclassification
and undervaluation to importation without a
permit.



E2M PROJECT
Paperless, Cashless & Queueless
Transactions

esponding to the changing times, the BOC pilot-tested | ast year the major
components of its electronic to mobile (e2m) Project in a bid to fast track
the implementation of a faster end-to-end cargo clearance process.

E2m streamlines import and export processing by allowing transactions to be
seamlessly conducted via the internet, and, eventually, via the convenience of
maobile phones.

Immediately, e2m eliminates three high risk areas in the outmoded customs
process-long queues, voluminous paperwork, and face-to-face, hand-to-hand
cash payments—the main causes of red tape that, in turn, engendered corruption
in the bureaucracy.

The successful trial run of the Project offered convincing proof that an internet-
enabled automation of major BOC processes was possible and that a combination
of well-structured and streamlined imports and exports processi ng systems would
go a long way in improving trade facilitation and reducing the time and cost of
doing business with the agency.

The e2m Project was envisioned to facilitate the move towards acashless electronic
\ payment system anytime, from anywhere, and the faster verification of licenses,
clearances and permits cutting the time for releasing of cargoes to even less than 30

MAJOR CHANGES EFFECTED BY THE E2M PROJECT

THEN NOW
Accreditation/Registration paper electronic
Ménifest subrﬁiséiéﬂ 5 days after arrival 12 hours befare arival of shipment
Aésé-e-ss-r.r-wer-wt = self-assessment by importer self-assessment by importer
Lodgement b fling at BOC premises Internet filing
- Im.p.or.’[. .F.’rocessingr = dis}ointe.d subsysterns seamless system
Payment g msh and checks electronic debit
Risk Management/Selectivity transaction-based account/company rating-based
Entry track-and-trace manual Internet
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Benefits of the project include:
e Speedy access to updated,
comprehensive information

e Decisions are made on time

¢ | ess vulnerability to misdescription
or misclassification of imports

» Faster verification of licenses,
clearances and permits

® Greater transparency of Customs
processes

* | ess face-to-face contact

with transacting public (brokers,
importers, etc.)

minutes for low risk shipments. The shift to
non-face-to-face transaction was also aimed
at achieving greater efficiency in managing
and controlling the entry of cargoes into the
country as well as facilitating the country’s
compliance with international agreements,
procedures and standards of best practice.

The e2m project began in January 2005 with financing from the President’s JICA Chief Advisor Masaharu

e-government funds. It is a major component of the P500 million Automated Sfhimoya during an inspection of
the BOC's e2m system.

System for Customs Data.

The project is also part of its commitment to the Asean Single Window (ASW)
Initiative, which enables the electronic exchange of export and import data
among countries in southeast and northeast Asia. The ASW s targeted to be
implemented by 2012.

The project has three major project components, namely, (1) import assessment
systems; (2) export processing systems; (3) operations support and decision
support systems.

The Import Assessment System (IAS) which was pilot-tested at the Port of Batangas
and the Office of the Commissioner last year is now operational in all 47 ports
and subports nationwide.

The Memorandum Orders for Informal Entry and Transhipment Systems were
finalized towards the end of last year. The two Systems will be implemented
within the first quarter of 2011.

The implementing guidelines for the Export Documentation System and the
Bonds Management System were drafted and the decision was made to pilot the
two systems at the Port of Manila, the Batangas Port and the Manila International
Container Port.




Import Assessment Systems

Import Assesment Systems (IAS) is a sub-
component of e2m which is concerned
with import transaction processing and an
objective of releasing low-risk shipments in
30 minutes or less. IAS is a set of application
components that handles the flow of import
processing that includes the following:

- electronic manifest system

- license and clearance system

- formal entry system

- warehousing entry system

- selectivity system

- payment application system

- on-line release system

- informal entry system

- transshipment system

This set of applications has been operational
in the head office and all 47 ports and sub-
ports beginning last year. Memorandum
orders for informal entry and transshipment
systems have been finalized and will be
implemented within the 1st quarter of 2011.

Export Processing Systems

EPS is a set of applications that handles the processing
of export entries including internet lodgment, bonds
management and raw materials liquidation. This system
is to be piloted in the ports of Manila, MICP and
Batangas in the first quarter of 2011.

Operations Support and Decision

Support Systems

OSDSS are the various systems that support the

implementation of the Import and Export Systems.

These include:

- Client Profile Registration System

- Enhancement of the Valuation Reference Information
System

- Legal Management and Case Tracking System

- Passenger Baggage Entry System (PBES)

- Hold and Alert System

- Statistical Management System

- Customer Relationship Management System

Pilot implementation of the PBES at the Ninoy Aquino
International Airport is being finalized.



SUPER GREEN LANE PLUS
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(SGL+) Reward for Adherence

to Best Practice

he Bureau of Customs has found a way to reward
importers whao adhere to ethical business practices.

The incentive comes in the form of exclusive access
to priority, hassle-free customs clearance lanes called Super
Creen Lane Plus (SGL+).

The SGL+ concept was one of the major ideas that a
Philippine Study Team headed by Customs Commissioner
Angelito Alvarez picked up during a recent study trip to
Indonesia. The Jakarta visit which took place from November
3-6, 2010 was arranged by Finance Secretary Cesar Purisima
for the purpose of identifying trade facilitation best practices
that are suitable to the Philippine setting and condition.

Launched towards the end of 2010, the SGL+ is an improved
version of BOC's Super Green Lane experiment the benefits
of which have been enjoyed by a number of industry players
since 2003.

What makes it different and better are its two complementary
features, namely, the expansion of privileges accorded to
the project adopters and the establishment of a Priority Lane
Association whose membership is limited to port users who
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have earned the right to be classified as first
among equals.

SGL+ is a customs facility that assures
qualified importers with simplified, prompt
and efficient customs clearance process.

World Bank Officers headed by Sri Mulyani
Indrawati expressed interest in the Project
and indicated their willingness to help make
it happen.

Aside from enjoying a longer lead time in
customs clearance processing, exemption from
document and physical examination of regular
importation and pre-notification of import
clearance, SGL+ association members are
given a three-year immunity on customs post-
entry audit, a five-year customs accreditation
and the privilege to import articles not included
in their list of regular importations.

SGL+ Association members are also exempt
from the customs Selectivity System and in
cases where physical examination of their
imported goods become imperative, the same
may be conducted at the importer’s premises.

The SGL+ Association was formed December
29, 2010 with an initial membership of 32
member companies.

SGL + is an application-based facility which
means that those who would like to avail
themselves of its benefits must apply with the
Bureau of Customs and satisfy the following
basic requirements: good reputation based
on verifiable track records, engagement in
a specific business and non-involvement in
illegal and irregular transactions.




Enhancing Revenue Collection

rue to its mandate, the Revenue Collection Monitoring

Group (RCMQ) of the Bureau of Customs (BOC) took

care of:

(a) proper accounting of all customs revenue collected;
(b) administering the legal requirements of the BOC; (c)
providing accurate and timely information and analysis of
collection statistics,; and, (d) conducting continuing audit of
liquidated entries and outstanding bonds.

Among the major achievements of RCMG last year in support
of BOC’s Strategic Goals were:

1. Enhanced Revenue Collection

a. Re-activated the Liquidation and Assessment Division
(LAAD) to conduct per entry basis that is expected to generate
immediate revenue impact.

s§ioner Peter M. Manzano expjalfis;
rd on the latest ICARE procedpires:

the RCMG Way

b. Ensured that Bonds Audit Division was
furnished with the updated list of unliquidated
bonds from the different ports to immediately
attend to the proper collection of the same;

c. Directed its Financial Service to provide
daily information of collection performance;

2. Secured Trade Facilitation As
Officer-in-Charge of the Interim
Customs Accreditation and
Registration Unit (ICARE)

a. Caused the issuance of a new Customs
Memorandum Order for the timely and
swift processing, evaluation, inspection and
approval of applications for accreditation as
importer;

b. Introduced a systematic and computerized
procedure in the handling of documents
submitted to ICARE (i.e., scanning of
applications and its attachments, inter-office
computerized messaging etc);

c. Initiated a faster mode of sending notices
to applicant importers and brokers by sending
e-mails;

d. Reconsidered more or less 800 applications
for accreditation which were previously
disapproved by the then ICARE Unit due to
lack of document/s submitted:;

3. As member of the Tax Credit
Committee

Expedited the clearance processing, issuance
and utilization of Tax Credit Certificates.

Finally, the Office the Deputy Commissioner,
RCMG undertook inventory of all cases filed
by the BOC in close coordination with the
prosecuting arms of the Government like
the Office of the Solicitor General (OSG),
Ombudsman, and the Department of Justice
(DOY).



BOC ANNUAL ReporT 2010

Earning More Through

Post-Entry Audit

ast year was a bumper one for PEAG as collection
rose by 25% to P347.3 million from P277.165
million in 2009. In 2008, PEAG collected P142
million.

The increase in collection came mostly from price-
adjustments in food imports (P128 million) and correction
from misclassification in personal care products (P99.87
million) which posted the two highest figures by sector.
The collection per industry and the corresponding value in
million pesos is presented in the table at right. The percent
share of each sector to the total collection are shown
below.

The BOC has been conducting Customs Compliance Audit
at the post-entry stage to ensure that importations have been

12%

Electronics .

L

29% Personal
Care Products

11%

Petroleum

12% Others

36 % Food Products

Industry ‘ {\mogqt Collected
. (in million pesos)

Food products PhP128

Care products PhP99.87

Electronics PhP40.2

Petroleum PhP38.89

Others PhP40.373

properly declared and levied the correct taxes
and duties. This function has enhanced the
BOC's capability to validate the compliance
of importers on the rules and regulations
with respect to customs value declaration
and record keeping requirements.

It was in the Revised Kyoto Convention of
the WTO that the establishment of a post-
entry audit regime was made a requisite for
a country to be part of the said agreement.
The rules require members to use transaction
value in customs assessments, which is
defined as the price actually paid or payable
for the goods when sold for export to the
territory of the importing country. The said
system requires the shift from documentary
checks at the border to information analysis
with the use of IT on post importation
basis. The WTO considers it as a necessary
step towards higher predictability and
accountability of procedures for determining
the dutifiable value.




Reaping the Benefits of
X-Ray Technology

he Bureau of Customs (BOC) seized

some P1.049 billion worth of items

last year largely through the use of

containerized x-ray machines. The
technology has enabled the BOC to seize
some P3.186 billion worth of goods since
the launch of the X-Ray Inspection Project in
May 2007.

The use of container x-ray machines
effectively reduces reliance on actual and
time-consuming  physical  examination.
Non-intrusive inspection enables the agency
to enhance trade security and facilitation
as it speeds up the scrutiny of shipments,
makes possible the detection of illegal and
security-threatening cargoes, facilitates the
movement of goods even as it promotes
efficiency in the proper assessment of duties
and taxes.

Pn 2010, particularly in the second half of
the year, the BOC was able to significantly
reduce smuggling with the help of the
x-ray technology. The daily examination
quota for each machine was increased
to maximize its use and ensure faster
inspection and clearance. Apprehensions
of  misdeclared, misclassified and
undervalued cargoes intensified and the
collection of duties was significantly
increased. The BOC last year succeeded
in detecting and seizing 31 batches of
cargoes with customs violation.

Among the biggest items seized last
year involved 32 drums of the chemical
Toluene, a highly controlled substance
under Republic Act 9165 and which is
the main ingredient for the manufacture
of methamphetamine hydrochloride

or shabu. The shipment came from China and was
misdeclared as ladies’ hand bags. It was seized last
August after x-ray examination showed images of
drums concealed by other items.

There were also a number of firecrackers seized from
October to December amounting to around P20 million.

In September, P3.226 million worth of used bags, shoes
and clothing were seized and were misdeclared as rolls of




/ ial
X-ray head Collector Lourdes Méngaoang in an
inspection of one of the X-ray units control rooms.

fabric. These are suspected to be intended for ukay-ukay
(used clothing) stores, which are prohibited under present
laws due to health reasons.
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“The technology has
enabled the BOC to
seize some P3.186
billion worth of goods
since the launch of
the X-Ray Inspection
Project in May, 2007

29




Strenghtening Internal

Administration

he Internal Administration Group’s

thrusts  last year were geared

towards ensuring compliance with

President Aquino’s program for good
governance as embodied in his call for the
Filipino to tread the straight path (patungo sa
tuwid na daan).

Thus, pursuing the agency’s integrity agenda
remained the focal point of the group’s self-
imposed key result areas.

Its 2010 accomplishments can be categorized
into:

1) enhancement of the Integrity Action Plan;
2) utilization of the EU-TRTA Projects
Assistance;

3)implementation of the Change Management
Program;
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4) conduct of activities spearheaded by the Interim Internal
Control Office; and ,
(5) harnessing of personnel capability.

A) Integrity Action Plan

The year 2010 saw the enhancement of the BOC’s Integrity
Action Plan (BOC-IAP). Activities pertaining to this were
grouped based on three main objectives, mainly:

* Enhancing individual integrity;

* Safeguarding the integrity of systems; and

* Enhancing the integrity of the institution and of
stakeholders.

In particular, focus was given on areas requiring upgrading
such as cargo clearance procedures, automation, legislation,
human resources and external relationships.

Major achievements of the BOC-IAP for the year include the
following:

* The function-specific Code of Conduct was approved.
This contains specific ethical standards to be followed by
BoC personnel. All BOC personnel all over the country have
gone through this briefing.

* Thebillexemptingthe BOC from Salary Standardization Law
was resubmitted to the current Congress for reconsideration.
This bill proposes to give the BOC a certain percentage of
its cash collection for the welfare and development of its
personnel,

* A Memorandum of Understanding was entered with the
Chamber of Customs Brokers, Inc. on mutual cooperation in
the implementation of BOC-IAP.

B) EU-TRTA Projects Assistance

Through the EU-Trade Related Technical Assistance Project
I, BOC Administration Office conducted the following
activities and projects:

* The Customs Competency Grid, which specifies the
competency requirements of each function performed by
BOC's functional groups, was finalized.

* The position description, which translates the competency



requirements of each function into the
different positions performing such
function, was realigned. Together with
the competency grid, the realigned
position description may be used in the
assessment of personnel qualifications
and competencies for any relevant HR
function.

* The BOC Strategic Plan for 2008-2012 was updated.

e The Customs Transit System was enhanced. This system,
which will be particularly useful in ports of entry, makes use
of Customs Electronic GPS-Equipped Barrier Seal attached
to container vans of transit cargo.

* In preparation for 1SO certification, conducted were the
development of policy statement; drafting of the process
documentation; and initial internal auditing in 5 ports and
22 offices.

C) Change Management (CM) Program

The Change Management Program, as the name implies, is a
holistic strategy to mitigate and control the adverse impacts
of the changes that could arise from the implementation of
a number of modernization-oriented reform measures.

Last year saw the completion of several competence-
building and capacity enhancing trainings and skills
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“The Change Management Program, as the name
implies, is a holistic strategy to mitigate and control the
adverse impacts of the changes that could arise from
the implementation of a number of modernization
oriented reform measures.”

upgrading programs for BOC officials in
preparation for the implementation in 2011 of
the following reform measures:

1) Implementation of e2m, to enable BoC and
its clients to process and clear cargo in a fast
and secured manner through the use of mobile
broadcasting and Internet or electronic data
interchange connectivity.

2) Implementation of National Single Window
(NSW), which would allow 40 government
agencies involved in the cargo clearance
process to interconnect and exchange relevant
information through electronic links prior to
release of the shipments by BOC. Most of these
agencies are affiliated with the Department
of Agriculture like the Philippine Coconut
Authority; Bureau of Fisheries and Aquatic
Resources; and the Bureau of Plant Industry.
Currently, 26 agencies are connected to




BOC Commissioner Angelito A. Alvarez in a command ¢

“The Interim Internal Control
Office (IICO) oversaw the-
implementation of various
initiatives aimed at improving
the agency’s performance
management system and its
responsiveness to the needs
and expectations of its various
publics.”

the BOC for the transmittal of electronic
permits, licenses and clearances. At the
end of 2010 more than 120,000 permits,
licenses and clearances have been
transmitted electronically to the BOC. The
NSW is the prelude to the ASW which will
link all member countries’ customs offices
so that the documentation of import/export
shipments will be fast-tracked.

3) Implementation of Enhanced Customs
Transit System (ECTS) to track cargoes leaving
custom areas using Global Positioning System
(GPS) technology. GPS uses satellites to
track down or monitor the movement of an
intended object. Based on pre-determined
destinations, when the BOC releases a cargo
it is tracked in real time by computers in
any of the ports of entry from the time the
hauler leaves the port (or also warehouse and
eco-zones) to the moment it reaches its pre-
declared destination. A technical working
group has already established a framework for
the accreditation of GPS providers which is
expected to commence within the Tst quarter
of 2011.

4) Competency Based Hum