C OF THE: PHILIPPINE8

© TAX APPEALS
UERON CITY
YUPANGCO-YAMARA MUALS
CORFOAATION,
‘etitioner,
- varsus - UaTede Casi HO, 2629
COMNISSICNSR OF CUSTOMS, _

DECSiISsION

This case, subsitied on the basis of the plesd=
ings, records of the Suresy cl Sastoms sud pameoTandg
ef the purties, tavelves the “orfeiture ur. petitioner's
impertation of thirty (30) erates of Yamaha electronie
orgens and thirty (30) casss of piano parts for ;uud
violstion of dectien 293¢ (m)e3 an? (m)=5 of the
Tariff uad Justoms Code, the provisioas of whieh reads
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(5) Through any other fraudulent pras-
tice or device by means of which
such article was entered through
s customghouse te the prajudice of
the govermment,

The ferfeiture was decreed by the Collector of
' Customs in his deaision dated Hgreh 3, 1972 after
joint hearings ia leigzure ldentificstion Hes, 12445
and 12W%6, uvﬁlu the two (2) shipments, respect-
ively, snd upon appeal by petiticaer, was upheld by
the Ju-!.im-t of Customs on November 3, 1971,
1ts motion for recomsideration having been deaied,
peSitioner, by a petiticn Tor review, sought recourse
te this Court, ﬁ

The fallowing fsets, as state? in the dseision
of the Mlm of Custenms, are nmot the sudject
o substantial controversy ui-m the parties:

1. Oa iugust 11. 1!‘?1 mn grr:w ab

nﬁ t'.w“ y mm':r"?.:m

i-pﬁ mf o :ﬂﬁﬁ:’:ﬂxﬁw

1%s2lf 4z a “ustoms broker, fo %
and = :mol-rm - t-
sall : was contractad
ﬁh?amm&mum:m
Tor ghort) = aet as 18s Tustoms broker and
work Tor the release o the above-named {tems
from the Buresu of Castomsy

3. That all the papers
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h. That the import eatrics coveriaz the
importation were prapared =nd signed by omne
Naric Maguigad, who represented hizself ss
cxecutive ﬁu-mudut ef the YIHC but who
setually was only s Manaser of the EDrokerage
Pepsrtmant of the Arresce Ine . ,

‘% That Hquuld waie a eomputation of
the taxes and duties #ue on the mmuu
and pregented this computation to the YYNi,

6. That per computation eof Maguigad,
m tuties and Saxes cue on the organs was
733,667.0C snd en the plano parts ¥35,906.00y

fumdmirmnrm“tef :
ﬁ?.m nﬁ tazg#ﬂi whizh the latter
mﬂﬂ‘l m. eth
m *nﬂ gupported by Cash Voucher Nos.
2531 and 3”‘?. respectivelry

8. That the Arresco Ins, was able %o
effect the relesse o the plano parts from
the Surean of Cusioms by m;ﬂr &, N800

shrwn S8 2.2, Ho.l 1ssued by
szﬂll Tank en ‘ugust 12, 1971

9. That the olestronie were 1ike-
Justoms

& 675,00
”Efﬂflﬂgléfliziﬂ?uJﬁn.
on /‘ugust 17, 1971,

mr'mmaunﬁénnunu
resantations made
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by e irrssec with tis 514 tha' these planc
parts will be used swelusively Zor replace~
nent purpeses shd are not for resale, darter
u.m'

1}. That the tax fne o» the eclectronis
organs was likevise redused also hecause ef
Wﬂ-&ﬁnm:&;#.
in their music schoel an? are not Ter m.io,
barter or ewxchances

12. That the elsctrenie ans re-
Eﬁim-ﬂdw 5 (g) of

]
8
;E
i
{
z

¥

g
£
g
4
:
:
:

¥}
*
—



DECIBICE -
C.T.ds CLEE NO, 2628

-k -

sx¢lusive use of the Tamsha 3chocl of Nusiz
and not Tor resale, bartsyr or exehange;

13. That the letisr addrassed to the
Jepartaent of Yinance, requesting for sxemp-
ticn from customs duties was signed by g
certain istrellita de Guzman, allogedly cor-
perate seeretary ef the YTYIC dut who astually
was the treasurer of the Arrescoy ,

I%, Thet in requesting “or exemption
from the payment of uties, irresco presanted
a parait ule!nﬂ; {ssued by the Department of
Fduestion to the Yamsha fSchocl of Musiey

15, ,That the perrit, when verified by

e «IlDy" was foun' %0 be & perait issmed
to Seminarie fan Joge of Pumerto Frincesay

1€. “hat Zurtper varifie:tiom by the
Cile snowed more wisrepresentations commite
ted by the irresco, such a: the fuet thst
the Y'NC had never sutiuorized the Arregec
te request fer any reduction ia the taxss
and duties due on the ergans and on the
planosy thet the YNIC had never intonded to
use the organs in 1is mugiec school nor use
the plano parts exclusively for replacement
pumu-i «nd, that it was never the inten.
tion of the S to avail of any exemptiony
on the econtrary, it had always intended %o
pay ™lly whatever 1s due on the ergans and
on the planos as shown by the two checks it
had issued to cover the estimated duties and
taxes, )

‘egpondont Commissionsr of Justoms, notwithstand-
ing his sdnission that the framd snd misrepresents-
tions committed in the relesse o the mblest articles
from the Suresu of Customs were those of the “roker,
arresco, inn,, howsvar, Lelieves thut sald artieles

are subjeet to forfeiture under Sestion 2530 (m)«}
and (m)=9% of the Tari{ and Custons Codle Hlnu'u

1 .
Customs Investization and Intelligenee Dopart-
ment, (Tootaote supplied,)

215
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(1) there was a relationship of prineipsl and agent,
between the petitioner and irreseo, inec., and so,

as principal, potitioner sheuld slse be responsitle
for the set of ft:s qnnh an (2) even agsuming -
that ﬁ- irreseo, Inc, hsd soted Beyond the seope of
its sutherity, the reseipt by petitioner of the
benefits of the transaction made by 1%ts agent amounts
to a ratifieation of its asct. (See “tlwnﬂt&t;l
Femorandum, pp. ¥7=50, CTA ree,)

Petiticner, on the other hend, disputes the
position of respendent on the grounds (1) that the
frsudulent asts an? wisrepresentations eouad tted by
Arceseo, Ine, wera beyend the ssere 0f 1ts autherity
vnder the ag@sey snd were without the 'mevledge and
sensent of petitioner; (2) that petitioner 71 not
gain any benefit from the fraudulsnt acts of Arresecs,
Ine,; snd (3) that petitioner seuld not be considered
hhﬂﬂﬁﬂﬂﬂmutl-ﬁw
mu‘lm Ins, m:-nuum
lﬂi of 1%, (Ses Petitioner's Feply Nemorandum,

o 5562, CTA Pea,) :

W ure in szreement with tbt petitioner and
must rule scainst the forfeiture of its fmperted

The fsets infubitably shov that tarough the
fraudulent asts or alsrepresentations mse by
Arresec, Ine,, the customs “utieg and taxes on the

. 946
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imperted sriisles in question were sudstantislly
redueed and ths articlesa wvere relscsed by the “ureaw
o Customs upen psyment of the reduced smounts, How-
syar, 28 sfsitted, the siszrepresentations of franfu.
l:at acts comnitted by Arregeo, Iaa.‘i‘-ﬁ Aeyer
suthorized by the petitioner, snd, in faet, from the
ragords o the ureen of ‘uatoms, whidh include the
avidenss presgnted by hoth parties Auring the selsure
proceedings, 1t eppears taat suoh rsndulemi sebs ond
eisresrescataticns ware perpetrated »ithens {ts
knowledga., In othar wowds, vhether v Peams of sotual
@ taeit ants oF partieipation, there Io nothing whieh
eso rightly 5 alluded to potitioner upon which we
exn hold 4t mnaliile and persenslly lishla for any
scts of making Talse deslaration or affidavii ar sny
frasvnlent prastice or device ccanmitted b»v 1% wvhiok
will givs risc te forfelture under Sectien 2530 (mle]d
and (m)=F of the Tarif? gnd Customs Seodo,

hile 4% 15 Yrue that e sereiee of APTE300,
Ina, ai iuttr»m eagaged by the petiticrer, 1t is
quite eévident that the authority of irresse, Ine,
was sisply to seoure the telease of the twe (2) shdpe~
aents Trom the Buregu of Tustoms upen payment of She
full oustoms dutiss and tazes legally and preperiy
éue thereon, ‘g ve sa@ 1t, there was oven no intima-

tien "rom petiticner that Arresse, Ine, sheuwl? ask

N
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.for an exeaption or reduetion of the eustoms duties
and taxes on the imported articles. ©Sn the contrary,
the two (2) ehecks érawn by petitiomer in faver of

Arresee, Inc, in the amounts of “38,667.00 and
39,906 ,00 were pracisely intended to covar the
payment ¢f the correct (uties sn?¢ tazes on the 30
erates of eleetronie organs sn’ the U casmes of
vlane parts, respectively, as eomputad by irresco,
Ine, Thus, when irresec, Inz, made Talse or fraud-
ulent aets an’ misrepresentations in the papers for
the purvese of gsmeuring an exampti n and reductisn
of the duties and taxes “ue upen the importations,
it was uimi:r performing acts 12 excess ef the
saope of 1%s sutherity, and petiticner, therefore,
which hsd ane knowledge thareof, cannot be bound eor
held responsible therefor, The setiled doctrine off
the law of agency thus states:

4s for any obligatiorn wherein the agent
has exaseded his povwer, the principsl is neot

_bounéd exeept when he ratifies it ressly
" oF tasitly, (Art, 1910, Civil '-:ndu-

4 primespsal will not e held respensidle
for his ugmt's degeit unless he has suthor-
1zed the deceit or participated in it or has
knowlogly permitted the mat to eomnit 1%.
(He ¥Yeiih vs, Mo (furren 7 ¥24 672 ‘;‘81
Janecszko ¥s, Manhelmer, 9‘7 m 205, 2’9‘?.

+ « « Sor, unless there iz a later
retification by the prinei 1 wi%h full
knowledge of all material esn a per-
Sn Soniing SEth 4n mtns hads e prineipal
11able for sny ast or transesction of the
agent not within the lw ef ils real or

apparent suthority. (3 im Jur 24,, Sec, 262,
Pe '&25‘)
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A prinecipal iz not bound Dy the false
representation of his agent made witnout

his knowledpe, sonsent, or gutherity, nor

an officer of u company by the representa~

tions of the company's sgent sc made.

(irisman vs. MecCarty, ®y 777, 781.)

Heithar ean 1L be tenably aszerted acr imputed,
‘un&er the facts and eircumstanees of tils case, That
petitioner had rati"led the acts of arresec, Ine, by
it2s receipt or aceeptunee of the bene’its of the
transaction. In the {irst plage, there is no evi-
dense wastsoever thet petitioner reseived the 4if-
ference between the smounts covered by the two checks
Tor the payment o the sprreet Juties an’ taxes on
the subject artistles and the ameunts whieh h:d aetuale
iv hesn peid by ‘rresco, Ine. to the Jurcau of LCustoms,
Cn the centrary, the evidence inéicahas that Arreseo,
Ins, kapt the gnomalous tranesetion to iiselfl and
never msre any atiempt te returm to netiticner the
ereens oF wing vas setunully patd by 1t, thus
defrauding alsc the latter, In the gegonc nlage,
the relesge o7 The 1upertnd articles cannet be con-
gldered as g bene®it o7 petitioner from the Trauduleat
sots and misreprssentstions o . rreseo because haéd
the eustoms futles an? taxes due on the two shipe
menta been nald, - petilioner in faet had drawm
twe (2) cheeks in the nutunt; of ¥38,607.00 and
315,905, 7 te cover the payment of duties and inter

nal revemue ‘axes due, said ifmported articles would
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have been released by the Bureau of Customs just
the same, Ihirdly, even assuming that the benefit
of the transsetion referrsd to was the eventual
relesse and delivery of the goods in guestion, the
receipt or accevtsnae taereo! by the petitionsr ves
made in utmost good Teith and ﬁa. prodicated uvion
the honest delief that the transscticn was in erder
and pegular and that 1t had ﬂﬂ knovliedge at all of
the fraudulant aets or misveprossatstlens commitied
by Arreseo, Ine, It iz well settled thet bafore
there can be any ratifleation of the ascts er repre-
sentetions of an agent, the prinscipal er the ratifying
party must have ktnowledge of what he has ratified,
(Yasgues wvs. “orta, 99 Phil, 490, 4953 Yo Chuek vs,
Kong L1 7, %6 rhil, 608, 61953 Buss vs. "rudential
Ingurance Conpany of America, 126 24 960, 96%;
Fullman Co., ¥s, Hall, 46 724 399, WE,) Moreover,
the geceptance of the beneTitg derived fros an agent’s
unasuthorized act does not constitute retilication
if the principal hes no inowledge o all the matsrial
facts surrounding the transaetion., (3 Am Jur 24,
See. 176, p. 562y Zchutz ws, Jordam, 1kl UF 213, 39 |
L ed 705, 11 & Ct 906.) |
In applying Jeetion 2530 (m)=3 and (m)=5 of the
Tarifl and Customs Code; 1t pust have to be borne in
mind that this provigion o' lav ig en awendament to
fSeetion 1363 (m)=) and (m)=5 of the Revised Adminise
trative Code, which previously geveras wioclstiong of

290
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this nature., This nev and amendsiory law,

Beetion 7530 (m)=3 and {m)-5, had removed snd omitted
the provizicng of the previ us lav whiech then expressly
states an? includes the making of Talse declaration
or affidavit and the fraudulent practice or device

of the agent, Pelative to the imporiation; ss causes
for forfeiture o imperted articles. VWith this amend-
ment, the present law (Section 2530 (B)wl and (m)-7
of the TarifT and Cu-toms Cede) opons a nmr! delense
to the e’"set that where any false deci v %tion and/or
fraudulent prasties 1s comnitied by the sgent, forfei-
ture camnot be imposed upon the imporied geods, It
ean only be Justified 17 the owner, importer, eon~
signee, or experter of the goods has MTull knewledge
of, or has authorized, or in any mﬁer shown by the
evidence, the commiseion ¢” "he Trauduleat acts o+
fulse deelaration of the agent. Po apply the present
law outrightly uwpon the Talse declarstion eor fraud-
ulent acty solely made or tommittlﬁ by the agent,
which is net anymsore expPessly mentioned as congtie
tuntive of a vielation for purposes e” forfelture of
the imported goods, would surely create s grest in-
justice upon the principal petitioner, ind more, 17
w& ware to take the position of respondent, such
application e the law will eertainly diccourage the

. owners, imverters or eongumers in entering inte, or

trangacting, bPusinegs with custome brokers or agents

221
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witk respect to th:1r importatioeans,

Lt any rate, th= ease belfore us is not witheut
a precedent, In the case of Teodore luna vs.,
Commissioner of Customs (C.,".i. Case No, 19W7
Teeistieg/ ¥ov, 29, 1968; [Resclution on motion fer
reconsiderstion/ Feb. 17, 1969), wherein an lmported
ear was zafe subjeet to forfeiture Wy the Burean of
Customs for all-ged violaticn of “sation 2530 (m)e
€ of the Tari”™” an? Oastoms Code hee-uge the release
af s:17 wvehdele uas abtﬁinnﬂ threugh the paynsnt by
the broker hired by the pet!tiuﬁer of the customs
fdutics an? taxes with a fake cheek, this Court ruled:

Thare 1s nc guestion that the car was
ralecsed to petitioner beecause of the tender
¢’ paymont by means o a cheek which was 4is-
honored by the drawee bank for laask of funds,
The eheck was issmed br the alleged hroker
who aswured petitioncr that the sum of *12,¢
would be su©“ieiont o tuke oare of tha du 1?.,
toxes sn’ other sharge: required for the re-
leaze of the car, Petitionsr, a member of the
armed fereeg of the Fhilippincs and Tresh
frem s feraign assignment 4n the serviee of
hles ecountry setuwally paid the gum of PL2,060
Ee had reascn to believe in the regularity of

* She transsetion im view of the rolease of the
ears o his mmdu in arms unisy similur
eirevastarees, If “rond was committed 4n this
casa, 1" was coisitted primsrily apainst poti-
ticner. The govurnuﬂnt baz an adeguate re-
sourse a;aianst petitioner; the latier, on the
other han, appoarsihelpless against the
allege¢é breoker, If cther reason th!t
appegrs to us=s suf’i&iant 1u:t1'1¢qt§
resolve the igsue arainst Torf=iture nnd in
favor of the povernment cellocting the taxes
and duties sssess+® on the azr, (I¢,, “esolutiean
cn Hotion for inconsideratien, Veb, 17, 1949,)

"ros all the factusnl an’ legsl congiderations and

alreumstsnces of the case st dar, it, therefors, appears
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that tha respondent erred in holding petitioner herein
reaponsible for the fraudulent asts and sisrepresenta-
ticns of ft= broker, Arregco, Inc., and in thus sud-
jeoting to forfeiture petitioner's imported articles.
Indeed, as was stated in the Luna ecace, the remedy ef
the Goveramont unm;lﬂ he to ecllset the deficiency
nstéma daties= and taxes still due sn' remaining une
pald on the articles 1n questicon snd not to subdbjeet
the same to forfeiture.

WHEREFORR, the decislon o the Commissioner of
Customs appraled from is herchy revarsed, Respondent
- 48 heredy ordercd %0 relecse the tiai:tr {10} crates
of Yamaha ilectrenis Organs snd the(fhirt:r (30) cases
of pianc apare parts upon the payment o the corres-
conding dutiss and tuxes “ue to the Govermment,

30 CADSHED

jmezen City, ipridl 25, 1977,

CONSTARTE €, ROAQUIN
/asociate Judgs

Actiag Pres!ding Juige



