VEPUBLIC OF THE CRILIPPINTY

COURT OF TAX AFPEALS
QUETON CIfY

NUTRITIONAL PRODUCTS, INC.,

Petitioner, 8

-~ versus - C.T.A. CASE NO. 2845 °

THE COMMISSIONER OF CUSTOMS,
Respondent,

S e i A e w8 K 5’/.7,?/?7
DECTISION

This case comes on a question of the proper clas~
sification of the shipments of bottle seals made of
aluminum membrane foils with backing discs, covered
by Import Entries Nos, 83045-70, 021601-70, 09807-70,
11164-70, 126%4-71, 7614271, 6044972, 26527-72,
85031~72, 43065~72, 15770-72, 54930-~72 and 89827-72,
entered at the Port of Manila during the period of
1970 through 1972 by the petitioner domestic cor;oration.

The corresponding duties and advance sales tax
due thereon were assessed and collected as the ship-
ments were then classified under Tariff Heading No.

83.,13~B of the Teriff and Customs Code, to wit:
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DECISION -
CTA CASE NO. 2845

thereof on December 23, 1975; and, that on appeal,

the Commissioner of Customs sustained the Collector?'s
decision, directing "that a reiterating demand-letter
for collection of subject deficiencies be made against
the Nutritional Products, Inc. (petitioner)", under
1st Indorsement dated October 14, 1976,

Hence this recourse for =& review,

In assailing the assessment for the additional
duties and advance sales tax and surcﬁarges on the
previously entered shipments of bottle or jar seal
made of aluminum membrane foil with backing disc,
petitioner contends that «

1. Nutritional Products, Inc.'s (petitianer)
importations in question were properly liquidated
and taxed under Section 83,13=B of the Tariff
Code, prior to its amendment by Presidential Decree
No P 34.

2. The liquidations of the import entries
sub ject of reinvestigation attained finality and
are now binding on all persons,

3. The established classification, inter-
pretation and practice relative to the importations
at issue cannot be changed without a published

decision, and such change should have no adverse
retroactive effect upon Nutritional Products, Inc.
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DECISION =
CTA CASE NO, 2845
o )

the dutiable category of Toriff Heading No, d3,17%-0

at 20% ad valcrem duty, or wonether they fall under
Tariff{ Heading No. 48.15.0 at 100% ad valovrem as "
amended by P.D. 34, TIhe legality of 1) rewliquidation,

2) imposition of surcharges, ond 3) additional ten percent

y

10%) of the ameunt demanded, comes as subsidiarvy
¥
questions,
As it appears the arguument feor the re~clasgssificatior
of the dimportatiocons aib bar wrged in the Department
of Fimaunce ruling may be wrapped up this wiges

"Finally, it wag found out that, upon
acltual examination of the NESCARE bo%tle,
the same is sealed with aluminum foill only,
The paperboard, which is supposed to back
up or reinforce the aluminum foil 1s actually
stuck tao the inner side of the bottle cap,
probably for esthetic and hygienic reason,
as the beottle cap actually lonks better and
cleaner with the paperboard stuck Lo the inner
side thereof, One thing is certain and
beyond doubt, The paper boavrd forms part -
of the bottle cap. 1t is not used to back
ur ot reinforcece the aluminum £oil xxx,"

Roespondent thus posits an unvarying impregssion
that because the membrane aluminum foil is on the
bottle while the paperboard is on the plastic cover

or cap they should be treoted independently and taxed



separately, The paperboard should be subject bteo ihe

100% ad valorem duty under Variff Heading 42.1%-8,

- ¥
SUDI e '
R ol .

Turning to the merchandise in isswve, the teslimony

of record shows that the bottle or jar se iz made

up of several components: 1) cardboard, 2) layer of
micro-crystalline wax, 3) aluminum varnished foil,

4) polyethylene film, and 5) parchment: perform cuch
essential funcltions, vir: the micvo-cryatalline acls
as a jolint between the cardboavd and the vavrnished
aluminum, otherwise they will not stick together;

the polyethylene film dis just Lo proltect the painbing

where to print the trade mark on Lhe aluminum foitl

2w

then, the parchment will make contact beltween the jar
or the lips of the cortainer and the jar seal, {(pn,
53=-55, t.s.n., November 208, 1977: pleamc ser also
Exhibits D, D=1, D=3, D.4),

The testimony further reveals that it is essential
that the seal consisting of the membrane feil and
the backing disc must be a single unit, and no portion

thereof must be separated or detached from the time

it is inserted in the cap to the time the cap is

o
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screwed on the jar by the capping machine

Ll

During

the storage and up to the time the consumer punctures

the aluminum foil, both the cardboard backing and the

foil function to seal the jar. The paperboacd backing

does not lose its character as a seal, even

its separation from the foil when the cap
with the foil now sticking (glued) bta the

jar and vhe disc now inside the cap. Tor

the backing discts function of sesling th

i
1
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e

atler
& unscrawed,

ip of the

raide from

Jar evenly

and uniformly with the olulng of the aluminum toil

membrane to the jar®s lip by absorbing the torgue

applied during the capping nprocess (p. 63
¢ 124 S

September 3, 1975, Customs hearing; now p

k]

t\‘mbt)ﬁf

375,

Exhibit "A") the said backing disc also serves a

secondary purpose. It {(backing dicc now

cap) assures that after apening the jar a

in

nd

the plastic

during

the normal consumption period of its contents, the

produet would last and could be used up to

particle, without the contents caoking along

of the jar and becoming useless, Thus ihe

be kept tightly closed, according to the

of the label, (p. G4, t.sen., Seplembor

i

in

4
4y

the last
the side
Jar should

structinns

1975,



Customs heating; pe 372, Exhibit "A"), Ffven aftle:
puncturing of the aluminum foil mewbrane of the Jdar
scal, the hacking portion still serves as a ceal.
(Fetitioner?s brief),

Aside from testimonial evidence, anmple documentary
evidence was introducsd ts show thal the jar sealu
i guestion must be ilmported ag a unit and bthot Uhe

principal compenents (aluminum foil and backing disc)

must always stick flush bogether and must pot ourl ov

bhr darred icose prior to the soerewing on by the capping

machiing,  (Exhibits “15%, "16" and "17%, Cusloms heatring,

ne 647, 443 and 444, of Exhibit "A"), To our minds

it would be unfair and incongruous te have the elements
taxed separately as paperboard and aluminum foil
considering Lhat the seal can only be utilized and
has to be imported as e unit., Moresover, respondent
has not presented any evidence of the relevance and
competence required to bash that patine of legitimacy
over petitioner®s assertion., Accordingly we feel
cormrpelled to affiem the import and ferce of the

Specific purpose and function of the suvbject article

in the context of T,H, B3~13«0, supra, which may not
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be suffered to petvify in fulility.

n a related aspect, it may well to add fhat
before the letter of the Department of Finance
requesting the Commissiocner of Customs to change the
classification of the (NESCAFE) seals from Headirng
83.,13-B to, initially, Heading 76.04~B, and subse-
guently, to Heading 48.15-8, an issue arose o5 bto
the proper classification thereof. It appears that
the release of one shipment was withheld by the Bureau
of Customs pending confirmation frem the Central Bark
of the commodity classification of the soid item, The
Central Bank wrote the petitioner's bank certifying
that the said importation did not {&)ll under Commodity
Code No,., UP 684~02,09 ("Aluminum foil, unmcunted, wilthe
out paper backing”) and instead ruled thst "ihe alu-
minum feil cut to shape "(round or disc shape), of 8 mm,.
in diameter, laminated with a film or one side und
backed with paperboard of the same shape and size,
which is used as a seal or top cover for coffee bottles
"to protect the coffee {rom getting molisture as well
as to retain the asroma and flavor of the product?

should be properiy classified under Code NEP 699.29,16 -~
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"stoppers, bottle caps (screw-type, excluding crown
caps for softdrink and beverage bottles), rcapsules

and other packing accessories, of base metals (excluding

o

vial caps)". The ruling comports with the categorization
which petiticner has itself given to its importation
under T.H. 83,13~-8B, supra,

We thercefore canclude, and that is whal vie need
decide rendering unnecessary the resclutico of the
subsidiary issues presented that the subject imporbte
ations of bottle or jar seals were properly classified
arnd taxed under Tariff Heading 83.13-83 of tho Tariff
and Customs Code.

WHEREFORE, finding the petition well taken, the
same 1s granted and the assessments agsinst petitioner
sre hercby set aside and cancelled. No pronguncement
as to cust,

S0 ORDERED,

uezon City, Metro Manila, May 29

WE CONCUR:

Clura
AMANTE /V ILLE
Presiyﬂng Judge

" ’/‘, 3
oy
%{f&éﬁm —_
CONBTANTE C, RCOAQUIN

ssgtciate Judge




