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Republic of the Philippines.
DEPARIMENT OU FINANCE
BUREAU OIF CUSTOMS

Oftice of the Commissioner

CUSTOMS M-EWIORAND? ORDER
NO, d9-9p

TO ¢ All District Collectors .
Service/Division/Section Chiefs, and
All Others Concerned
SUBJECT Rules and Regulations Implementing CAO No. 5-90
dated July 17, 1990, in the Disposition of
Forfeited Cargoes and Other Cargoes under
Customs Custody as Fnumerated in Section 2601
of the Tariff & Customs Code of the Philippines,
as Amended, .

(1]

Pursuant to, and in order to effectively implement, Customs
Adminiatrative_Order No. 5-90 dateqd July 17, 1990 relative to
the disposition of forfeited cargoes and other properly under
Customs ‘custody as enumerated in Section 2601 of the Tariff and
Customs Code of the Philippines, as amended, the following rules
and regulations are hereby prescribeds

Section 1. OBJECTIVES

1. To maximize collection of government revenue thru the
sale of forfeited and other goods under Customs custody.,

2. To provide protection to local industries adversely
affected by undue competition from the disposition of forfeited
and other gocds under Customs custody which are identical or
gimilar to those locally mamufagtured,

5 To prevent market disruptions.

4. To provide a smooth, orderly and efficient system of

disposition of forfeited goods and other goods under Customs
cudtody, ‘

‘Section 2, COVERAGE

This Order shall cover the disposition of goods forfeited in
favor of the Government and other property under Customs custody

- 8ubject to sale as enumerated in Section 2601 of the Tariff and

Custome Code of the Philippines, as amended, '
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Section 3, ‘nUCTION & CARGO DISPOSAL CUPHiTTNE.(ACDC)

1. Composition'— 4n duction & Cargo Disposal Committee is
hereby constituted in ewch Collection District which shall be
composed of the following: ' ‘

Chairman cevessss The Chief, dAuction % Curgo Disposal
- Division (or' equivalent unit)

Vice-Chairman.... The Head, Auction & Cargo Disposal
honitoring Division, Port Uperations
Service, or his representative

lembers, . «vsssve The Chief, Law Division

Representative, Custous Intellipence &
Investigation Service

Representative, snforcement & Security
Service

The Resident Auditor, Commission on' Audit, representatives
from the Depurtment of Finunce, the Department of Trade & Industry,
and the iconomic Intelligence « Investigation Bureau, shall act us
witnesses during the proceedings of the Committee und/or in the
conduct of disposition of ;oods wursuant to this Order,

2. Functions wnd Rewsponsibilities. - The ACDC shall have

the followiung functions and resp?nsibilities:

2.7. To provide certwin formalities and procedures
consistent with, und in pursuance of C40 No,
5-90 dated July 17, 1990, and this Order,
pertaining to, and in connection with, auction
Sules wnd other wmodes of disposition of property -
under” Customs custody as provided for under the
Tariff and Customs Code of the Philippines, as
amended.,

2.2+ To impose, adwminister and/or recommend to the.
District Collector the imposition of administrative
and/or such other sanctions as may be approprizte
wgainst any bidder; person or entity found to
have committed disorderly act or any acts
prejudicial or inimical to the interest of the
Government or violated any law, rules and
regulétions, in connection ‘with an auction sale,
negotisted sale or any disposition of property
subject of this Order and in which such«+bidder,
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~ person or entity has participated directly
‘or indirectly, : '

2.3. To reject any or all bids/offers or any part
thereof, waive any required formalities, and
accept bids/offers most advantageous to the

. interest of the government conformably and
consistent with the objectives of this Order.

2.4. To recommend to the Commissioner of Customs,
thru the Distriot Collector; any and all such
matters as will promote the atteainment of the

- objectives of this Order.

2.5. To supervise the preparation and conduct of the
sale/disposition of property subject of this Order .
and implement and enforce the provisions of CAO No.
5-90 dated July 17, 1990 and thig Order,

3. Secretariat -~ The ACDC shall be assisted by a Secretariat
tp be headed by a Customs official/employee designated by the Deputy
Commissioner for Assessment and operations, and which shall have the
following functionsi '

3s1. Preparing the Agenda and Minutes of the Committee meetings.,
3.2, Timely disseminating/publishing of Notices of Sale and/or
1ists of commodities for determination of ‘the reasonable

prices thereof to all concerned,

3.3."Conducting the auction Bélea an& in the preparation of the
report of proceedings thereof .

3+4. Collating of comments submitted on time relative to lists
of commodities by observers. ,

3.5. Maintaining and managing of records related to the functions/
~activities of the Committee.

Section 4. APPRATSAL/VALUATION GROUP (AVG)

For the proper and speedy determination and setting of reasonable
prices of the items/lots subject of sale, an Appraisal/Valuation Group
is hereby constituted which 8hall be composed of the followingt

Chairman . . . . . The CHief, Valuation & Classification Divisien

Members ., , . . . The Assistant Chiefs, Auction & Cargo Disposal
Division/equivalent unit, ¢ o
Port of Manila, Manila International Container
Port and Ninoy Aquino International Airport
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The Assitant Chief, Formal Sntry Div./

equivalent unit, Port of Marila, Manila
International Container Port and Ninoy

Aquino Internstional Airport

Determination of Pricis., =~ The Auction snd Cargo Disposal 7
Division or eguivulent unit shall be inchurge. of the inventory;‘exa—
mination, appraisal, and initisl determination by canvass of the
prices of the articles/lots for sule/disposition. The appraisal
report/result of canvass undertaken by the. Auction and Cargo Disposal
Division (4CDD)/equivalent unit of the wholesale domestic value in
the usual wholesale quantity shall be submitted to the AVG which shall

-review the swume for approval, taking into consideration the following:

1. The estimsted wholesale value based on the HCV as vailable
wnd/or wny pricing structure/inforwation that an industry sector/asso-
ciation may furnish relative to the itew/s subject of sale;

2. Obsolescence, condition and/or reasohable'deprecihtidn, with
the necessary allowance therefor to be provided; and

3. Such other factors/information necesssry in arriving at a
reasonsble pricing/valuation of the item/s subjedt of sale.

within five (5) working days after the submission by the Auction
and Cerpgo Digposal Division/equivalent unit concerned of the appraisal/
canvass report covering thé items/sale lots, the AVG shall submit its
report indicating the recommended floor prices of suid items/sale lots
to the ACDC thru the District Collector.

Uniform applicability, - The prices/values established by the
AVG (entral office) shall be uniformly applicable in all Collection
Districts., Toward this end, the AVG shall maintain a data filing/
recording system and & listing of the items/lots with duly established ¢
prices/values which shull be kept constantly updated for dissemination
to all Collection Districts.

Section 5. PRE/exalINATION

FProspective bidders, upon their request duly madey; shall be
afforded an opportunity to examine/inspect all the items/lots
put up for auction or negotiated sale and on the date/time
fixed by the ACDC or as indicated in the Notice of Sale, :
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For the convenience ofy wnd in order to fucilitute such

‘pre-exanination by any prospective bidder, the aCDC shull ensure

that the items/lots and ‘properly arrzn_ed, displayed, segregated

"and distinctly and clearly identified/muarked. For this purpose, the

ACDC shell, as feasible, maintein a separate security warehouse that-
shall not be used for any otner purpose.

Section 6. SunLiD BID SYSTwml

_ In order to ensure competitive bidding and maximize the proCeeds,
the sealed bid system shall apply to both auction and negotiated sales,
subject to the following procedures and reqguirements. '

1. hotice of Pule. - 4 Notice of Auction or Negotiated Sale,
as the case may be, of the items/lots put up for sale shall be
posted in the bulletin board maintained for the purpose by the
Collection Vistrict concerned, at least ten (10) days prior to
the dote of the sale and, as necess.ry, advertised in a newspaper
of gencral circulation as follows:

1.1, For non-perishuble goods, at least ten (10) days
prior to the date of the salej and

1.2. For perish:ble goods, not exceeding three (3) days
‘prior to the date of salej;

Provided thnt, a Wotice of Negoti:ted Sale shull, in every case,
be published in a newspaper of genersl eirculation in accordance
with the wbove tine schedule.

1

2o Uffer on "is Is where TIs'" Basis. Unless otherwise
indicated, articles subject of auction or regotiated sale shall
be offered for sale on an "i5 IS WHads IS" basis with no
warranty given as to their condition nor shsll such offer be
deemed, in eny mann.r, binding upon the Bureau of Customs.

The cuerntity, number, weight or measurement of the articles
subject of sale and/or as listed in the Notice of Sale. shall be
deemed subject to proper determination by the ACDC prior to
delivery. In case any excess is thersby discovered, the winning
bidder/awsrdee shall be required to puy for the difference: in
his bid price, otherwise the excess shall not be deemed included
in the sule ond shall not likewise be included in the delivery.

| f/m%ﬁ b, iy



ChO NO. LT- Page (6)

In case any. shortage is discovered; a propértionate ,
allowance/adjustment may be authorized; Provided that, immediately
upon discovery of the shortuge, the winning- bidder indicates
in the logbook maintained for the purpose his intention to claim
such allowance/adjustment, and he follows it up within forty-
eight (48) hours after the discovery by a forual written
request indicuting the particulars therein,

Non-inspection by the prospective bidder of the article/s -
offered for sule shall not be a ground for refusal of the award,

3+ Tawper Proof Drop Boxes, -~ The ACDC shall provde .
tamper proof drop boxes with appropriate security padlocks. There
shall be as many such drop boxes as there are sule lots put up

for suction or negotisted sale. _ : :

All bids/offers shull be contzinad in an envelop which

shall be properly sealed before the guame are drcpped in the
drop boxes, ‘

b, Ubservers. -~ In all avction or negotiuted saleg,
particularly, where such sale covers articles that would adversely
affect identical or sinilar articles locally manufactured, represen-
tatives.from the industry sector/associaticon concerned shall be,
authorized to be present us observers, ‘

Section 7. PROCADURES 4ND RMQUIREﬁENTS IN -AUCTION SuLE

l. Repistration., - Upon registration, the bidder shall be
required to put up a cash bond in the amount of Twenty Thousand (¥20,000.00)
Pesos for which the Customs Cashiér: shall issue a temporary receipt,
Said amount shull be refunded to the losing bidder after the closing
of the auction sale. ‘ :

Y

2. Bid Tender Forms., - All bids shall be indicated bjmand under
the signature of the bidder or authorized representative in the official
hid tender forus which shall Be issued in such number as to correspond
~with the number of cale lots put up on the auction block and for which
the bidder intends to subwmit bids. :

The bidder shall fill up the bid tender forw completely, indicating
therein the wmount of his bid offer for the rerticular sale lot as ‘well
us the number of the temporary receipt covering the cash bond, as soon
as the ductioneer has announced the echeduled opening time.
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; Tike bidder or authorized representative shull drop his bid
offer vlsced in & seuled envelope in the assipned drop box for
the particular sale lot; Provided that, at his option; he may
drop «ll his bid fenders placed singly in an envelope or drop one
bid - tender pliced in an individual envelope one at « time before
the Auctioneer anncunces the closing time for dropping of bhid
tenders. after such closing time has been announced, no further
bid tenders =hell be allowed,

3. Tabulution, - after casting wny number of bids, the
bidder may leave the auction room and return only during the
tabulition of the bide conducted by the Committee. The tabulation
may be witnessed by the bidder or = duly authorized representstive
approved by the aCDC Choairman' or his representative,
be . awarding of the Sale. — After the completion of the
tubulation and coliation of the bids custy, the following shull
be observed: ;

bole The Auctioneer snnounces the name of the

highest bidier and amount of the bid as duly
certified/sigued by the A4CDC #nd the Resident ‘ .
Auditor/representative.

<+ The highest bidder pays immediately on 1he
' spot the &rount equivalent to fifty (50%)
percent of the hid price in cashy or in
Cushier's or manager!s check.,

b,3. The Chuirmain, 4CDC or the Auctioneer, thereupon,
o swards the sale to such highest bidder.,

5. Tied 3ids. - In cise of tied bids, the subject item/lot
shall be re-bidded amwong the bidders involved: In case of @nother
tie, the winner shall be determined by drawing of lots or the toss
of & coin. :

e Tpfoult, - T chde of défdult of the higlest bidder.to pay
theirequiféd fifty (50%) percent of the bLid pbrice, the second and
the third highest bidders shsll be allowed, in that order, to
rsise their bids to an amount equal to thut of the defaulting .
highest bidder and shall, thereby, be reyuired to pay the firty
(50%) percent of the Lid price mnd who will then be awarded the

sule accordingly.
/ma/éf/f/r e




Crder wilhout prejudics

price revesled rs the open re-biddin:

Ch

Sl defan? ting bighst bidder shall be disqualified from
particir ting furthor in the wuction sale wuthorized under this
Ty klic drmosition of whutever swnctions

the Connititee Y recosmend to the District ghatever punoid
Conmicaing

ner of Custo s, including but uot 1inited to, the
ferfeiture in fuver of tha pevermeent, the swount of Twenty
Theweseand (B20,00C.00) Foemog cash hond,

7. Full Pisnent. = The wihnin: bidder shell malie 11l
poeyrent of 411 the items/lots wwsrded to him within forty-
eight (4€) hours frow the time of the wword.

Fuilore of tihe peort of the awardes to ke fully payment
within ‘seid _sried shill cause the .utomstic cuncellwtion of
the uward,ﬂfobfeiture of the FIfty (50%) percent downneyment
in fuvor of the govertuent ws well ae the cush bond in the anmount
of Twenty Tiouswnd (¥20,000.00) Pesas, without prejudice to such
othér Mwinistrative senctions ws m.y be reconmended by the
Cowiittue to the District Collector or Commissioner of Custous

8. s licction of Clustering bethod, - .In order to give

bidders .. sccosd Grunce to offer their best wnd highest recovery

being the primordisl rewnsoun of the'government,'clusturing method
is Lereby applied and ~dlopted.

Yhere dis cluslering when the bids submittedfoffered wre close
to each other. Clust-ring will be defindd se hiaving the s:cond
hishest bid witiin tea (10x) percent &f the highest bid.

Io the evewt of clustering; the highest bid suenitéed becomes
tuw vew Flaor price of Lie par&iculmﬁ lot being seld, In the open
re=bidding tiwt wiil follow amon:: «i1 bidders present, the winimum
Hout bid" pric. hu1l bo three (3%) percent more then the new floor
price¢jotherwise, the highest bid in the se:led bidding shall be consi-
dercd. The sequence shwll he followed/ohserved everytime the bidders.
outhid ..ch other. o ‘ B

Cormequently, three (3) percent shsll be added te every new bid
S roes on until & bidder emerges

the wyirnmor,

9. Re.apisissl, - where wn item/lot reswins unsold for want
= : .«.....-___._d_.h__m__»_-_._ . . . I3 b
of bidders or For lack of an wocepteble bid after two (2) biddings,

“ re-wpiaredss]l shsll be underteken and tie subject itenmflot shwll

be re-bidded or offcered for negotiatiou, unless the said itew/lot

. . i % : p § : 1 ] i ]
is designuted by 'the Cowmissioner of Customs for use vy the Bureau
in the prowption of revenue collection or suppression of smuggling

cor other fraud, for the official wze of another national wgency,

or for donetion to « government ch.ritable institution, through
the Departrnent of Social Services wnd Develoginent.
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10, Dilivery, - The winning bidder sh«1l hove five (5)
working days, excluding soturdays,. Sundays and holidays, within
which to elwim und receive delivery of tie items/lots from the
dxte of the sale, :

“here the winning bidder frils to so claim and receive deli-
very of the srticles/lots swarded to him within said eriod, a
'3 1
storage fee bused on existing rates Lrall be imposed/chareced
& C B 12 g
“ccordingly, ‘

Where the winning bidder fails to c¢laim 'nd receive delivery
of the articles/lots awsrded to him within thirty (30) days from
the date of sale, he shull be deened to have abandoned said goods
and to luve rénounced all his rights thereto, In addition, all
pPayments already made therein,'including the fifty €50%) percent
down payment shzll be forfeited in favor of the government, without
rrejudice to such other administrative sanctions &S may be recom-
mended by the Cownittow to the Yistricet Collector of Commissioner
of Custous,

11. #ssignuent Disallowed. - The ACDC hay reject any or all
bids/offers or any part thereof, waive any required formalities,
and wceept bids/offers most advantageous to the interest of ‘the
government conformably and consistent with the objectives of

Section 8, PROCEDURES AND REGUTREMENTS TN NuGOTTATED SALL
E )

Where after two (2) fuiled biddin &, the subject articles/
lots shiould remain unsold for want of bidders or lack of acceptable
bids, such goods ey he the subject of negotinted sale, The
following procedures/requirements shull be complied with:

1.  Registrution. - The participant shull register with
the ACDC, :

.~

2. Offors, - The participant shuall tender his offer in &

format deggbned'fdr the purpese which he shall submit in a sealed
envelope to the ACDC by dropping the same in the drop box-es
brovided for the purpose, , ' ’

34 Qpening of Sewled Uffers. - On the dute/time fixed by
the aClC, the “Yonpittee sliall oren all the sealed offers in the
bPresence of the Resident Auditor.
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-

In the eveluation of the offefs, circumstsnces other than the
frounts nay be considered, as will promote the objectives of this
_Order. ' ' -

Thereafter, negotistion shall be undertsken in such manner
a5 to be able to arrive at the price most advantageous to the

interest of the government conformably with the objectives of
this Order, | '

b, warnest Money. - The participant giving the highest offer
which is temporarily*accapted by the ACDC shall be required to
put up an amount equal to fifty (50%) percent of the offer us
earnest money. Failure to Pay such earnest money within twenty-
four (24) houns after the negotiation shall constitute a ground
for the exclusion of the defaulting,participant-from the list to
be submitted to the Secretary of Finance, without prejudice to the
imposition of such_administrative”sanctiuns as the ACDC muy
recommend to the istrict Collector or the Commissioner of
Customs, A

5. Approval of Offers. - A1l offers to buy in s negotiated
sale shall be subject to the approval of the Secretary of Finance

upon recoumendation of the Uommiusioner of “ustoms following the
report of the ACDC duly indorsed by the District Collector,

In the event an offer is disapproved hy the Becretary of
Finance, the esrnsst money shall be refunded.

6. FPerind of Acceptunce of Offer. - The ACDC shall fix the
period within-which ofters to by way be wccepted and beyond
which mno offer shall be entertained.

‘ 7+ No assicnment, - HNo assignment of accepted/approved,offer‘
shall be allowed,

Section 9. SuCURITY AND CONTROL MiA8URLS

I Resyonsibility of the wurehousemsn - In addition to his
wssipgned duties onid responsibilities, the warehouscman concerned
shall be responsible and answerable for any shortage, loos or
decrease in number or Quantity of the items/lots subject to sule
after the same shall have been duly segreguted and identified/
mxrked by the aCDE, fThe shortagey; loss or decresse for which the
wurchousenan shall be made mesponsible and answerable shall be

determined by the .CDC, _ 5
_ t
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snd repewled accordingly,

Section 12, LEFLCTIVITY

CHO MO \‘S‘?-?’O ; o Paﬁe‘(‘f’l)

In order to binpoint resgdnﬁibility where there is chunge
in the aseioned wirehouseman, it shill be incumbent upon the
incoming warehouseman to mandatorily demang from the outgoing
warehouseman proper physical turnover of the goods under custody
and as wlroady segrepruted &nd,identified/marked‘by the acpc,

?s Deliveries, - The loadine and delivery of srticles sold/
awarded pursuant to this Order shgll be witnessed by representatives
of the Custonms Intellirence & Security Servire, the tnforcement and

 Security Service and the office of the Resident, Commission on Audit,

3. Gate Puss. - dach loading truck in the delivery of the
goods sold shall pe coveied by a duly issued gute bass also
gigned by the Resident fuditor. Such gate Pass shull cover only .

the poods loaded in the delivery truck.

b, Utlher lieasuress, - As the aCDC may deem. necessar,, it
sucll recomiend to the PDistrict Collector further measures to
ensure the security of the srticle énbjuct of wswle and/or
delivery, T

Section 10; INCIDMHTAL‘EKPﬁNSES

Tme‘ACDC‘Shall set aside a portion which shall not exceed

~ten (10%) percent of the proceeds from s11 sales for the pay-

ment of incidental expenses as provided for under Section 2605

~of the Tariff wnd Custouws Code of the Philinpines, as amended,

and under other specisl laws.
' : \ .
The amount set aside shdll be subject to review by the
alDC witich shell recoimend any necessary adjustment to the .
Coumissioner of Customs duly indorsed by the District Collector
for approval.

Section 11, RuPIaLING CLAUSE

This Crderp repeals Customs Hemorandum Order lo. 95-8g dated
Uctober 25, 1989 and wll okhior Customs rules and repulutions
inconsigtent with this Crder wre likewise deemed superseded

)

This Urder shall tuke effect on Septemher 33 1990

I bl 'nay
SaLVADOR M.' MISON ¢
Commissioner




