REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
MANILA

CARIDAD CAPISTRANO,
Petitioner, ‘-‘: (ng
!

- Yersus = W" C.T.A, Case No, 174

COMMISS IONER OF CUSTOMS,
Respondent,

Rwowsowmoe e e

DECISION

This is a petition to review the decision on ap-
peal of the respondent Commissioner of Lustoms in
Manila Seisure Identification No, 2793, afffrming the
decision of the Collector of Customs for the Port of
Manila which ordered and decreed the forfeiture of the
one hundred (100) pieces Philippine peso bill: §t !'60.(39. 2
seventeen (17) pleces U, S. dollar bill at:tft;.'w bedougdng 59
the petitioner Caridad Capistremo on the ground of al-
leged violatfon of Circulars Nes. 37 and 20 as imple-
mented by Circualr No, 42 as amended by Circular Ne. S8,
all of the “entral Bank, im relation to sectfion 1363
(f) of the Revised Adnl;:lstrativc Lode.
From the stipulation of facts submitted by the
parties, it appeors that the p&ltloaor. who was sche-
duled to leave for lhngtot'!q. had a licensef from the Cen-
tral Bank to briag with her $200,00, $60,00 of which was
in cash and t& balance in travellex's check, On iarch

31, 1985, and before the petitioner was able to board
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the plane for Hongkong, she was subjedted to customery
search by an agent of the Bureau of Custons im the Afre
port at Nichols Field, Rizal, and the money bills, con-
sisting of 100 pieces Philippine peso bills at P50, 00,
17 pieses U. S, dollar bills at $20,00, and 1 piece U, S,
dollar bill at $10,00, were found in her person. The
money bills were seized for slleged violation of/Cireu-
laxs Nos, 37 and 20 as fmplemented by Circular No, 42
as amended by Circular No, 58, all of the “entral Bank,
in relation to Section 1363 (f) of the Rgvised Adminisiwa-
tive Code,

After the seizure proceedings, and on May 5, 1!‘3,
the Lollector of Customs for the Port of Mamils rud;rd

& decisfon ordering snd decreeding the forfefture of the

woney bills in question, Frem this decision, the peti- -

tioner appealed to the respondent Commissioner of {:ut“n‘;:.
who affirmed the ssme Im a decision on appeal dated July
29, 1955, Hence, on August 17, 1985, the petitiomer
filed a petition for Heview before this “ourt.

The proper determination and disposition of this
cagse hinges wpom the Issue of whether or mot the money
bills in question are subject te forfeiture under the
nniglons of Central Bank Circulars Nes, 37 and 20 as
llplghm by Circular No, 42 as amended by Circular
Ne, 55 in relation to Section 1363 (1) of ihe Revised
Administrative “ede. The pertinent provisions of these

uhux Bank Cireulars are reproduces below:
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Circular Mo, 37~

"Sec. 3. The following shall also be
held liable within the mesning of this Ciy.
cular:

“(a) Amy outgoing pessenger already
booked and ready to leave the coustry found
having in his person or omong his luggege,
at the airport or piers, an amount exceeding
P100,00 or Philippine coins exceeding P6.00

when no license bhas been previcusly obtained

for the excess umount,”
Cireuldr No, 203~

*4. (a) All receipts of foreign ex~
change shall be sold daily to the “entral
Bank by those authorized teo deal im foreign
exchange. All recefpts of foreign exchange
by eny person, firm, partmership, associa-
tion, branch office, agency, company or other
unincorporated body or corperation shall be
sold to the authorized agents of the Cenmtral

' Bank by the recipfients withim one business

day following the receipt of such foreign
exchange, X xXx ., "

Circuldr:No;  42:~

“Sec. 3. The followinfg shall also be
held ifable within the meaning of the prehi-
bitien of exportation of securities and |
foreign exchenge unless proper license has
been obtained from the Central Damk;’

*(a) Aamy passenger leaving the Philip-
pines found in his possessfon of any securi-
ties or foreiga exechange in any form, whether
such securities or foreign exchange are found
in his person or among kis luggage or im any
srticle taken by him at the piers or airports
or at amy other point of embarkation,

X X . b 4 b 4
"Sec. 4. (0)

*(b) Fhilippine residents leaving the
Philippines for abroad shall, upon departure,
deslare all Philippine currency, foreign ex-
change and securities of whatever nature ¢ar-
xied by them on E, C. Form Ne, 304, x x x "

Circudar No, 55; ]
e . - 198
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"Section 4 of Circular No, 42 dated
May 21, 1953 of the Central Bank is hereby
amended to reas as Sollm(w

"See. (3) x X x x

“(b) Philippine/residents leaving the
Philippines for abybad shall, wpon depar-
ture, surrender to the representatives of
the Central Bank at the'\gﬁr or afirpert of
departure their copies of the foreign ex-
change Control Department or by an Autho-
rized Agent of the Central Bamk of the Fhil~
ippines,If the departing resident is not
carrying foreign exchange at the pier or
terminal of deperture his copy of his ex~
exenmption certificate from the requirement to
possess foreign exchange license for travel
prior to the ssle of passage tickets ia
peso currency,"

The petitioner contends that the forfeiture of the
money bills in question s not autherized by Central !
Bank Cireular Ne, 37 in mlatfon to Section 34 of Re- ﬁ‘
peblic Aet Ne, 265, Acgordingly, forfeiture, not being
expressly provided therein, the some camnot be presumed.
We agree with t;te petitioner's contention that
neither Central Bamk Cireular Mo, 37 nor Hepublic Act
Ne. 26 expressly preseribes the penalty of forfeiture,
Likewise, saic Cirgilars Nes, 20, 42 and 556 do not ex-
presgly providef for a penal forfeiture,

( Por s clear understanding of the resolution of
this “ourt on the issue raised by the parties, we find
it necessary to digress on the philosophy wpon which
Central Bank Cireulars Nos., 37, 20, 42 and 55 are rooted,
These Circulars have for their source of authority Re-
public Aet No, 265, *his Aet {mposes upon the Lentral
Bank the duty of using the powers granted to ft under Jg

this Ast te achieve the following objectives: (a) %o
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maintain the monetary stability im the Philfippines;
(b) te preserve the international value of the peso and
the convertibility of the peso into other freely con-
vertible currencies; and (¢) to promote @ rising level
of production, employment and real income im the Philip-
pines. ‘hese objectives are natiomal policies enunciated
by “Yongress. Jdeir proper achiovement and implementation
are lodged in the Monetary Dourd which exercises the
powers and functions of the Central Bumk, “md to bring
M the effective discharge of thexe powers and funée
tiqi;a. Section 14 (a) of sald Aet authorized the llonetary
Board to “prepare and issue rules and regulations as it

/

considers necessary for the effective discharge of the

responsibilities and exercise of the powers assigned to

the Monetary Road and to the Central Bank under this Act,”

It is in pursuance to this asuthority that Circulars Nos.
37, 20, 42 and 55 werec.evgopted and promulgated,

\ Civeulars Nos, 37, 20, 42 and 55 are keyed to the
achiovement of the afore-recited national policies.
!l’i’itlhry Stability in thc | hilippines, the maintenance
of which is a declared naticnal poliey, is imseparably

/
fsm with the eirculation of our peso. “ith exo-

i
i
| / ‘nn*e Mnlglt and wisdom, thc Lentd#al Bank regulates

‘the | ;’cuculauon of the peso. It allows in cérculation
oal;‘:\\uﬁfﬁelnt amount of Fhilippine momey, im bills or
eéiu. \in order not to disturb the stability ef our cur-
r&{n'?y. It is pxiomatic 1n economics thet an amount of
n*q in circulatfon over or below the margin of suffi-

ciltu disturbs the stability of the peso, If more
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money thon is pecessary is allowed to circuldte, infla-
tion results. If loss money circulates, defiaifon fol-
lows. In both cases, the people suffer from economic
stress and distress.

Philippine money exported or brought outside the
country is put out of loeal sirculatien. It brings down
the amount of money circulating im the coumtry below the
wargin of sufficiency., It causes domestic instability
of the pesom which im turan produces an adverse repercus—
sion on its international value and its convertibility
isto other freely convertible currencies. #a instable

peso freighteans away other eountries which either trade

or weat to trade with us. <he Phflippines s not eco-
nomigally self-sufficient to afford being shunned im
international trade and commerce,

Philippin money exported or brought of the country
still remains an obligation of our Government. *he
thc;\that it 4s placed outside the territoriel jurisdict-
fou of the Fhilippines does not free the responsibility
of our f:varnnent to redeem it, Sometims, it hes to
be redeemed., Except in fow isolated cases, the re-
demtion is mad¢ with foreign emchanges. Hostly, it is
mady¢ with United States doller which is the most sought
for foreign exchange. It may be said that es a genmeral
mexcantile practice, Fhilippine money found sbroed is
discounted agaimst our dollar reserve, It drains our
dollax reserve.

Finally, Philippine money exported or withdrawn

- from loecal eirculation frustrates the declared mational
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policy of prometing a rising level of preduction, em=
ployment and resl income in the ‘Rflippines. It canmnot
be invested to genmerate mew industries or operute old
ones invthe ecountry, It canmot be avafled of to lend
promotion tc a yigher level of eaployment and, conse-
quently, of real income in the country, It is for these
coupelling ecomomic reasons and necessities that Central
Bank irculars Nes. 37 and 42 were conceived and issued,
These circulars restrict the exportations of Fhilippine
bills and codns, In effect, they prohibit the exporta~
tion of Fhilippine money, bills or coins, in excess of
 that lieensed and allowed by the Central Bank, Ethh

Now we eome to Centrval Bank “freulars los, 20, ;é
and 55, These circulors restriet the exportation or
bringing outside the Fhilippines or foreigm exchange in
any form, Because of Qhe leading, if not commanding,
pesition of the United States in foreign merkets, the
American dollar has bhecome an internatfomal tender,
It is an accepted and acceptable tender om the counters
of foreign merkets., CLountries, big Or samll, that
transact business over the counters of foreign morkets
mafntain their own dalla* reserves, It is for this ines-
capable necessity that the Philippines, through the
Central Donk, §s committed to the policy of coaserving

all available dollars im order to maintain and bolster

a dollar reserve of i%s 0‘!.
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The maixtenance of & dollar reserve is inti-
mately conhested with monetary stability in the Fhile
ippines. A demt in our dollar reserve adversely af-
fects the !lll%/’. loocally and internationally, of the
Philippine peso., And as a gorollary, a depressed or
deflated /value of the peso lowers the level of pro-
duction, employment and real inmcome in the Philippines.

From the fotogq‘% digression, it appears patemt
and evident that the philosophy behind the odoptiom
and promulgation of Central Bank Circulars Nos, 37,
20, 42 and 55 is to prohibit the fadiscriminate and
_unlicensed exportation of memey, loeal and foreign.

These cirqnllrs. haviag been issued pursuant to
Republic Act h;. 265, have the force and effeet of
law according to seitled jurisprudence. (See Feople
v. Qua Po Lay, No, L6791, lareh 29, 1954, 50 0.6.”
4850, citing U, 2. v, Tupasi llolina, 29 Pril, 119 and
authorities thercin cited.)

We shall mow determine whether or mot the paper
money im question may legally be subject to forfeiture
in relation to Section 1363 4f) of the Revised Admi-
nistrative Yode, Said eodal provision provides:

“SEC. 1363, Property subject to for
feiture under customs laws.- Vessels, cargo
merchandise, and other objeets and things
shall, under the conditions hereinbelow
specified, be subject to forfeiture:

x x x x

*(f) Aay merchandise of prohibited im-

portation or exportationm, the importation

or exportation of which is effected or at=
tempted eontrary to law, aad all other mer-
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ng chandise which, im the opinion of the Col-
lector, heve been used, are or were in-

\ tended to be used as instrument in the {o-

ortation or exportation of the former,"

{. On this peint, the Fetitiomer contends that the
paper maney in questiom cannot be forfeited because
it s not Ehrnhnndi:n. In this comnect.ion, we wish
10 point to the provision of Section 1419 of the Re-
vised Administrotive Code uhieh reads:

"SEC. 1419, kords and phrases dofined.-

Words and Phreses used fn this chapter shall

be taken in the sense defined below:

x X X x
*'lierchandise' when used with re=-

ference to importations or expertatienms,

includes goods, wares, and in genersl any-

thing that moy be the subjeet of importa-

tion or exportation.”

In the light of the above-quoted ¢odal defini-
tfon, we azke the observation thaut United States dollar
bills are merchandise, They have ceased to be legal
tender in the ailippines. However, as we have herein
previously intimeted, they are greatly in demand in
logal, as well as in foreign markets, Kike any other
werchandable cormodities, they are sold and nought,
They may be made the subject of importation and expor-
tation. They are merchandise within the contesplation
of Sections 1419 and 1363 (f) of the lgvised Adminis~
trative Yode. heir atteapted exportation im violation
of Central Bank “irculars Nos, 20, 42 and 55 mskes
then subject to forfeiture im relation to sald seection

%
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.But. we entertain a different view énd observa-
tion with respect to Vhllipplne money. We believe,
sid we are constrained to rvule that Philippine peso
bills cannot be accorded the category of merchandise
at least in the Philippises. *hey are not goods por
wares that cen be the subject of purchase and sale.
They cannot be the subjest of importation or exportas
tion, We find no authority and justification ﬂcf?%
bolding thqi.forloitaro under the provision of See=
tion 1363 (f) of the %evised Administrative Code, or
wven under any other law, We cannot decree their for-
feiture for "The Court cannot create penalties and
forfeitures by fmplication. “hey must be found in
the plaia letter of the law, and not raised by in-
terference aad éonstructlong” (An Ullage Dox of Sugar,
Fed, Case No, 14, 324.)

It appears to us that im the attempted exporta-
tion of the Philippine monay bills in the instant case,
a violation of “Yentral Bamk Cireulars Nos, 37, and 42
has been eommftted. vFa pursuance to Section 17 of Re-
publiec Agt Ne, 1123, we refer this matter to the pro=
pex department, bureau or office for investigation and
the imstitution of a eriminal action under Section 34
of Hepubliec Ast No, 2056 against petitioner Caridad
Capistrano, if the facts and gurcumstances of the case
may warrant, )

The petitioner’s contention that the U, S, dollar

bills in question cannot be forfeited because their

]
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exportation was merely attempted is untemable, See¢-
tion 1363 (f) of the evised Administrstive Lode spe~-
eifically a&i axpressly ordains the forfeiture of “any
merchandise of prohibited x x x exportation, the
x x x exportation of which is effected or attempted
eontyary to law , ., ., *

WHEREFORE, the decisfon on appeal of the respoi- .
dnet “ommissioner of Customs is hereby modified im the
sense that we decree the forfeiture im favor of the
Government f the seventeen (17) pleces !', &, dollur
bills at $20.00 and she one (1) piece U, 8, dollar
bill at $10,00, and Itbo release to the petitioncy
Caridad Capistranc the ose bundred (100) pleces Phile
ippine peso bilds at rﬁn.oo in questioa,

Let copies of this decision be furaished the
Goyernor of the Lentral Bemk of the YRilippines and
the Privincial Fiscal of Hisal, through the Secretary
of Justice, for whatever action said officinls way deem
proper to take fia the premises,

SO (RDELED,

Manila, Pbilippines, June 4, 1956,

(Sgd.) MARIANO NABLE
Fresiding Judge
WE CONCUR 3

(Sgd.) AUBUSTO M, LUCIANO
Associate Judge

(Sgd,) ROWAN N, UMALY
Assogiate Judge
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