* REPUBLIC OF THE PHILIPPINES

COURT OF TAX APPEALS
QUEZON CITY

PRILIFFPINE LOGHG DISTAKCE
TELEFHONE COMPANY,
Petitioner,
- Versius - C.T.A., CAEE NO, 213%
COMMISSIONER OF CLLLLIS,
Respondent,
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This is an appeal from the declision of respon-
dent Comissicner of Customs dated May 6§, 1970 (Ma-
nila Protest ¥No, 2187) affirming that of the Collee-
tor ¢of Customs, Fort of Manila, deaying the protest
filed by petiticner vhilippine Long Distance Tele-
phone Cempany, against the assessment and collection J'_
of additional customs duty and taxes arising from f
an alleged errovnecus classification of a shipment of
2 boxes of telephone equipment.,

The undisputed facts of this case are stated in
the decision appealed frow as follows:

1. That om August 20, 1965, a shipment of

2 boxes of telephone eguipment consisting
of

a, safety tool belts

b, harness snaps

¢, leather pouches

d. canvass buckets

¢, rubbey gloves

arrived at the Port of Manila from Vancouver,
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B.C. on board the 8/3 “ASTRID EAKVE/RANA
BAKKE", Reg. Ne. 1200;

2. That said shipment was declarad under
Import Entry Ne, 64232, 8. ©of 1963 and
with suppeorting documents (Comsular Inv,
Ne. 103, Bill of Lading V/M-13, Commer-
cial Inwvoice);

3. That uwpon examinaticn, the shipment was
reguired to pay additional customs duty
in the amount of P1l8,647.00 and Compen-
sating Tax ia the amcunt of ¥1,319.00 evi-

denced by Ufficial Receipt Mo, 21518 da-
ted October 21, 1965;

4. That a timely protest has been filed agaimst
the impositicn of the saild additicnal cus-
toms duty and compensating tex;

S. That the subject Protest docketed as Manila
Protest No. 2187 was duly heard st the Law
Division, Port eof Manila whereupon a deci-
sion dated June 10, 1966 of ths Collector
of Customs ensued which is the subject of
the present appeal. (Decision, p. 92, Cus-
toms rec.)

The decisive issue in this case is whether the
articles in gquestion, for purposes of tariff classi-
fication, falls under Tariff Heading No. 42,04 at
20% a4 wvalorem as claimed by petitioner or under Ta-
riff Headings Nea. 42,05 and 62.0% at 7¢0% and 60%
34 yalorem, respectively, as determined by respondent.

Inaswuch as the parties are nct in dispute as
to the computation of customs duty amd taxes paid by
or the amount clasimed by petitioner as the case may
be, we take it that the sum of 718,847,000, 1is the re-
fundable amcunt im the event this Court decides the

case in favor of p-tttian-r;
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Tariff Meading No, 42,04 resds as follows:

42,04 Articles vf leathar or of Ccone
rlnm Leather of & kind used

machinery or mechanical ap-
pliances er for laodustrial pur=-
Ton Tojam, ‘Houtanc, Commsita
ries on the Tariff Code of the
Philippines, Vel, 1, p. 501)

As ststed in the above heading, the articles
must be of a kind used in machinery or mechanical
appliences or for ipdustiiel purcgsgs.

The general pusrpose for which an article iz used
must govern the assessment of duty; any other rule
would leasd to confusion and injustice, It is the ge-
neral use te which articles are chiefly adagted and
for which they sre chiefly used that deteraine thelr
charactar within the meaning of the tariff laws. It
is the predominating usa te which articlas are gene-
rally applied or used that determines their charascuer
for the purpose of fixing the duty, and not the
specific or special use which any particulsr importer
may wake of the articles isported, (La Compafifa Ge-
neral de Tabacos de Fllipines va, United Stetes, &
Fhil, 430; citing Hartranft ve, Lengfeld, 125 V.S,
128; See also, Chester Industries, Inc, vs. Commissioner
of Customs, CT» Cese No. 2560, May 9, 1974 and
bomingeo &, Jose, Inc, vs, The Cosmissicner of Customs,
CTA Case No, 2568, may 6, 1977),

in classifyiag the articles in guestiun under
Tariff Meadings Nos. 42,05 end 62,05, respondent took

inte acecunt their description er characterlistie, It
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was pointed out that upon exaaination, the imported
articles are <3 follows:

d. Gafety balts, which sccording te
the catalog, are made of “four ply clesely
woOvVal ayion Loacss tuyﬂh-t and vealecanized
in seoprene, ane stitched with heavy aylon
cthread”, Tha breaking screagth ia 1,000
ibe, and the belt is ispervicus to slesents.
The enly part made cf lesther is the five-
inch iiming on saddie, relled at the edges,
All rivesn and purrs are sciid copper while
dees ané buchets ar+ galvanized, drep forgea
aild steel, It comes complete with tape
thong, hnife snap and ring for gleve powch,
Leathar tool pockats can be furmished on
orders

2. Harness snap is made of steel;

3. Canvas bucket is made =f canvas
‘with L/74 inch steel ring on top and a mf
tom of 1/8 inah thick hardemed and water-
proofed leathar, It is suuipoed with splicéd
3/8 inch repe handle with swivel ssap insere
ted for hedsting, suspending, eto.; and

4, Leather pouch has individual pechketa
for assorted auoall tovls and is desligued %o
hang from the safety waist belt,
1t was alse underscored that the ayloan leather
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belts and leather pouches invuriably used by telephone
inataller, lineman and cableman while working atop
a telephone pole are belisved not be articles for the
use of the industry but rather they are for use of '
technical personnel of the telephone company. Hence,
the articles in gquestien do not fall within the
meaning of “articles cf leather x x x for industrial
purposesz",

The questicn now ist 1f the articles in question
cannot be classified under Teriff Hesding No., 42,04,
Qn they fall under Tariff Heading Nos. 42,05 and
62,05 as deternined by respondent,

Tarifi Heading Mo, 42,05 reads as foullowss

42,05 COther erticles of shin, hide,
leather or of compesition lea-
ther , + « « «» ad val., 70
The explanateory note of this heading states:
"This heading covers all articles of
leather or of composition leather, other
than those falling within the preceding
headings of this Chapter or referred to
at the end of thiz Note as falling else-
wvhere, '
® x x x x
(Tejam, Montano, Commentaries on the Tarifg
Code of the Philippines, Vol, I, p. 501)
Tariff Meading No, 62,05 reads as followss
67,05 OUther made-up textile articles
{including dress patterns and
footwear without applied scles):

E.uthl!l'..-.......ldvnl.lﬂﬁ
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The explanatory note of this heading states:
*This heading covers wade up articles
of any textile material (other than felt,
bonded fiber fabrics and knitted, netted
or crocheted fabric) which are not included
more specifically in othar headings of
Schedule XI or alsevhere in the Nomenclature.
st x i x x
(Tejam, Montanc, Ibid,)
_ The records show that petitionesr is engaged in
the telecommunicaticns industry and lranéhised to
provide telephone and other telecommumication facie
lities toc the public, And, as admitted by respondent,
the importad articles are iavariably used by petitioner's
linemen and repairmen in climbing tni.mbon‘ poles to
install and repair telephone lines. This being so,
there is no guesticn that they are used in the
industry.
1f, a8 ruled by tLhe Supreme Court im the La Com-
paiila General de Tabacos de Filipinas case, Syyra,
the general purpose for which an article is used wust

then there seams to

be no doubt that the articles in questiomn, for pure
poses of tntif! classitication, fall under Tariff
Heading No. 42,04 at 20% gd valoxrem and not under
Tariff Heading Moz, 42,05 and 62,05 at 70" and 60x%

2d yalorem, resprctively, It may be that the imported
articles are nct eatirely wade of leather and maybe
adapted for special purpose which any particular im-
porter may do with the articles imported, but des-
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eription and gpecial use are not the test but the
predominating use t© which the articles are applied
or used that determines their character for the pur-
pose of fixing the duty, (See La Compafiia General
de Tabacos de Pilipinas vs. United States, suprs.’

In view of the foregoing, we are of the opinion
and so hold that ths shipment ef I boxes of telephone
equipment imported by petitioner herein, shouléd be
classified, for the purpose ﬁf fixing the custom
duty, under Tariff Heading Wo. 42,04, It follows
that petitioner Philippine Long Dﬁum: Telephone
Company 13 sntitled to the refund of the amount of
P18, 847.00,

mmnkrunl.. the decisicn appealed ft'\m is reversed.
Mponnhnt Commissiconer of Customs is hereby ordered
to refund to petitioner the amount of #18,847,00,

S50 ORDERED,

Uuezon City, October 23, 1978,

&

= A~
CON. mE CS{ RUAQUIN
yscciate Judge

I CONCUR:

AMANTE F11.LER
Acting Fresiding Judge
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