LA SUERTE CIGAR AiD CIGARETTE FACTORY,

BATAAN CIGAR AND CIGARETTE FACTCRY, INC.,

LA PERLA INDUSTRIES, INC.,

PIONEER TOBACCO COR%ORATION,

TNVSULAR-YEBANA TOBACCO CORPORATION, -

LAS BUENAS FABRICA DE CIGARILLOS, INC,.,

LA DICHA CIGAR & CIGARETTE FACTORY,

CONSOLIDATED TOBACCO INDUSTRISS OF TUE
PHILIPPINES, INC.,

LA CAMPANA FABRICA DE TABACOS, IiC.,

ASSOCIATED ANGLO-AME .ICAN TOBACCO CO3-
PO:ATION,

TORTUI'E TOBACCO CO:PORATIOI

“4GUN3UHAY CIGAR AD CIGA'B%TE *ACTURY,

STANDAND CICARETTE M. IUFACTURING CO., I.C., and

D.L. TERUZL TCBACCO CO., INC.,

Petitioners,

- versus - C.T.A. CASE NO. 2048

HONORABLE MISAEL P. VZRA, in his capacity
as Comnissioner of Internal ‘evenue,
Respondent.

ALHAMBRA INDUSTRIES, INC.,
LA FLOR DE LA ISABELA, I CORPORADA,
and COLUMBIA TOBACCO COMPANY, INC,,

Petitioners,
- versus C.T.A. CASE NO. 2031
HON. MISAEL P. VERA, in his capacity
as Commissioner of Internal Revenue, 7;/AT/97/
Respondent.
X Sie= Hi® 5.5 = = = & e e = = X

DECIBION

The two appeals from the decisions of respondent are
interrelated to each other. They involve various claims
for refund of tobacco inspection fees on tobacco products
such as cigars and cigarettes manufactured énd removed.
for domestic sale or consumption impoééd and collected by
respondent Commissioner of Internal Revenue from petitioners
under Revenue Memorandum Circular No. 30-67, dated August
22, 1967, interpreting Section 6(c¢c) of Act No. 2613, as
amended by Republic Act No. 31.
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This case invelives petitloners' varicus claims for
refund saouncing t.ﬁ #1,%900,077,6%, covering the peried
from Septesber 1967 to Aupust 196y, inclusive, represent~
ing tobacco inspection fees impused and coilecled by res-
pondent on sald tuvsacco producis for domesiic saie or
consumplLlion undar ﬁnenﬁ Mamorsndum Circular No. 3u=-67,
dated Aupust 24, 1907, The tolal smountl paid, which 1s
the subject of Lhe variocus claims for refumd, is net in
dispute, t-h-. sane being the subjecl of stipulstion bete
ween the parties (pp. S<=Gli, Cia rec.).

w ' lig. 293 ~

Un Koveamber 28, 1970, tuis Court rendered ils deci-
slon (ppe 1dd=137, CTA rec.y LT4A Case No. <031l) in ;M.s
case denying ﬁnluumu' verious elelaes for refund of
tobaceo inspection fees amounting to #199,632,19, cover-
ing the perivd from Beptember 1907 to April 139, inclu-
slve, which were jsposed and collecied on pellticusrs®
tobacvo products such as cigars and clparelies for uo-
westic sele or consumpllon., In effect, this Court up-
held urtlpnndmt‘l stand that petlitioners srs lliabdle teo
the tobscceo inspec.ion fees wder sevenuwe Nesorandum Clre
Cular Noe j0=07, Ao rescation wo Gece 6 (@) of wct he.
£0l3, Bs aneuded by Hep. act No. 3l

h-rnr-‘ our declsion becaus final, petlticuers Jliled
& motlien for reconslderation and prayed thal, Af denied,
the case e reopensd for the recepiion of evids ce in
Bupport of Lhelr arpusent Loal ne lnspectlon was aclumal)y
conducted Ly the Tevaceov lnspection Service of the Luresu
of lnternal Revenue, nor were iaspection labels effixed
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to the tobacco products which would warrant the imposie
tion and coliection Bf the tobacco inspection fees,
Despite respondent's Qpl;ited'eppositinn; we granted
~ the motion to xenpin in out_:ocolﬁtion dated September
28, 1971 but denied the motion for reconsideration of
our dtclgion.'

In the said resolution, we ordered that CiA Cases
Nos, 2048 and 2031 be heard jointly becausc the parties
are represented by the same counsel} both cases involve
the same legal issue; and the amounts mvoiva_d in the
litiuatiun sre not disputed (pp. §10-216, CTA rec,,
CTA Case Mo, 2031),

In TTA i’.‘-ﬁn No, 2048, the issues posed for the
Court's consideration are tﬁc fellowings

1. Whether or not the phrase “tob

for domestic sale” found in Section 6(c) of
Ant Hn. 2613 (Tobacco Inspection Law), as

;zanzguhllc Act Neo, 31, in xelation
to EIC. the Hevenue Code, includes
- tobacco products such as cigars and ciga-
rettess 4
Z2. Whether or not Hmrenu-' Menior andum
Circular No, 30=67 of the Duregu of Inters
nul Revenue was vclldly promulgateds nnd
3. Whethex or not an inspection was
conducted on the tobgcco products by the
Tobaceo Inspection Serxvice of the Buresu
uf Internal Revepue,
FlAST SUE S . '
- In CTA Case Neo. 2031, the issues raised are similar
to the issues invelved in CTA Tase Nic, 2048, suprg. How-
ever, since we have slready denied petitioners' motion
for reconsideration ;f our decision based on the [irst
fssue, the only questions left for this Court to r-auive,
with respect to CTA Case Neo, 203}, sre the second and
‘third issues, guprs. |
What is the meaning of the phrase “tobascco for domes=

tic sale"? Does it include tobacco products such as cigars
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Section 6(¢) - Teo require whenever
it shall be doswed expedient, the ins~
pection of and eflixture of 1ins cotion
labels to tobacco removed f(rom 2;:—

vinee of its origin to snotier ar 6

provinces before such removal

HS8g. anderlinin; supplied, )

The interpretation of the ubderiined phrase
“tobecco for domesiic sale or fesetory use" lound
in the amendatory law is the prinel al issus,
betitioners contended the. the word "tobacco®
found in Seclion 6(c) of ihe law refers to leaf
tobacco alone and does not embrace Lobpced pro=-
ducts such as elgars and cigareites, relitioners,
therelore, alspuled respondenti's Mosorondum Cire
cular Hes JO=07, requirlng ihe iunspeciion of all
wanuisctured prouucts of tobaces intendea for do-
nesiic sele and Lhe ogellection of the tuvacco inse-

pection fees imposed by Secilon J02 of che Hevenue
Code which provides:

SEC. j0e, zgm.mu_l&u--
For inspeclion made in accordance with

this Chapter, theie shall be collected

a fea of -
f:gﬂ;iﬁllgs_nr acilion thereo! in
ered for inspeciiony
or

raction h-roo Lihe %t offered for
1nsp¢etioa £ coniayo b _gach on

0 lui of fered
fnr 1nupactinn. {Eluhnail suppiled)

Hespondent vigerously contends Lhat the phrase
Plobaceo for domestic sale" found in the smendstory
law comprehends asnufaclured gigars and clgarelies
for domesiiec sale and consuaptien,

retitiocuers® contention thal ihe phrase
Btobacco for domesiie sale™ refers Lo leal tobaveco
alone is res.ricuive, misleaclng, and ayﬂnst scund
statuiory consiractiion,

Wobstor's New Iuternsticnal Diciionary 2nd edi-
tion, pe. 2058, delines as$ Lhe Jeaves of the
Lobacco planty prepared Jing snd verlious manu-
factiuring pruelnui anG uu sither for swoking or

Chewing, or as -nif W&m
: or chewing tlobacco,

celgarsy clgaraites, otc. colleciively.

Frow the sbove delinlition, it 1s clear that the
word "lobgeco" refers both to leaf and manufaetured
tobacco such g8 cigars snd cigareitess It 1s to be
noted that either Section 6(c) of Act No. 2613 or
the ssendatory law does not make & distinction gs Lo
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the acaning of the word “tobacco". 6ince our lawe
saking body uwsed tue word tobsceod in a general
sense wilhout sny qualificaiiom, this Court is po-
weriess v give it @ restrietive smeanlng. Thus,
it was heids

XX X xx S S S

xx xx xx XX xx
tera “tobace whe ther as manulaclurer or dealer,
it refers to teobacce preducise Jlnstunces of Lhe

legisletive intent is manifesied in the following
provislons,

S8C. 19%. Mords and pursses
defined. x x x

{m) x x x x

hﬂhuzx whene ver our devenue Code uscs Lhe
]

(o) = x X oz

If we were Lo adepl petitioners' restirictive
view of the wesnlug of lobaceo as referring solely
to leal tobavco, then Lilis Court would be deelaring
the astion of our .I.c-uu.ni‘:ol: a mere exercise .
in futllily, thereby render nugalory the provi-
sions of Sections 6(a), 6(b), 6(e), und 7 of Act
He., 20613, as amended by Repubtlic A¢t No. 31, which
resds ss followas

ARX 0 Xxx @00 xix 00900 Xxx

Froa the [oregelng provisions, it can be seen
that leal tobaceo and teobacco products fer export
are subject Lo the Lobaceo inspeciion fees,

If Congress of ihe Phillippines really intended
to restrict the aesning of the word "tobacco"™ under
ie € sl Bo. 3l which took effect Ouivber 1,

19%6, in order to lizit the scope of Lhe tera tobacce
under the law originally pessed in 1916 snd its im-
plessnting Reguistions Nos. 17 and W7, it could have
easlily imserted the word " to wodily "tobscco™
nmt;iud_{.ajth:{:?mt;rr e AN u.:nuun ol
Sectliens Ols), ang S8era, reveals thaty Af
our lawesaking body annioa [T hu.u. the coverage
of sald sectlons L elther leafl or assnufactursd Lo
baceo, it qualiffied the word *tobscce” with such
antecedent words. In Secilom 6(c) ef set No. 2613,
as amsnded, RO sucu yualifiesction wes wade by Con-
gress, thereby showing ihoe broad seepe nnd seaning
of Lhe word tobacco., JFor the Court to adept petitio-
ners' construciion that tobsceo woans “leal tobacco™
would be engaging in unauthorised Judicisl legisla-
tien by rewriiting Lhe law and Anserting words and
phrases not found in 1t,

Even the Fhilippine Tobecco Bowrd (petitioners

are senbers lhereof), alter Memorandum Cilrecular Ne.
J0=07 of respondsnt wvas promulgated, sdopted hesolu-
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tion Ne. 2~07 interpreiing the phrase “tobacco for
domestiic ssle" as referri:g to wholesale disposal
of tobaceco products by elyar and cigarstie facto-
ries to its dealers while iLhe pnrase “tobacce fer
factory use™ mesnt “imported leaf tobacce” intended
for use by clgar snd c¢lgaretite factories in the me-
nufascture of tobacco productis.

Fetitioners elslued that before the enaciluent
of Republic Act No, i1, samending Section 6(c) of
Act Bo. 2013, foruer Collectors and Commis: loners
of Internsl Revenue had never imposed wna coilected
tobatce lnspeciion fees on cligar end cliurelias re-
moved for dowesiic sale or consumption. It is ar-
gued, therelore, thal respondent should follow Lhe
interpretatilion of his predecessors whe ruled that
the word “tobascco®™ refers to leafl tobacco slone,

The fallacy of peiliticners' argusent lies in
the fact Lhat, long belore Lhe last war up to the
present time, Lobacco lnspeciion fees were collected
on msnufaciared cigars for export and, Lherelore,
the word "tobacec" is not applied to leafl tobascco
slone but 1t also includes tobaceo prouuncis for ex-
port like ciyars, ehewing tobacco, etlc,

Fetiticners relied wainly on the explanatory
note o the bill which becawse Repunlic Aet He. 3l.
They sllegad that the word "Lobacce" refers Lo

leaf tobsced" wu_t%
The phrase “tobacco fer , + « faglory us ou

edly refers #leaf tobaced” under the suendstory
law (Bec, 0/c/, Hepublic Acl No, 31). Congress,
nowever, Ltted Lhe descriptive word "leaf™ and
"used the phrase "tobacce for domesiie sale or fec~
tory use™, Gince tobaceo preductis for exportation
such as ¢igars and ehewing Loubacco are subject to

to tebacco inaspectlon fess long before the last war
and up to the present time, the deletion or non-ine
clusion of the descripiive word "leaf" frem Lhe con-
troversial phrase "tobsccs for domsesilo ssle or fac-
tory use™ indicates s legislative intenti to protect
the local consumers of Lobacco products. Certainly,
our lawuskers cannot be more selicitous of lhe health
and swoking plessure of foreign consumers of tobacee
productis than of our own local cunsumers, Moregver,
considering ithe smendatlory law and even under the orie-
&lnal law, respondent is not precluded from reclily-
ing the erronsous interprets.lon of the law made by
his predecessors. (Tan Guan v, Court of Tax Appesls,
8t adey vens Moo L=23676, Aprll 27, 196/ ihilipplue
American Drug Co. v, Coll, of Int, levVe, Ue.lle Now
Il=13032y Auge 31, 19594)

XXX XXX XXX XXX

For the loregolng coasiderations, this Court
holds that the wopd “"tolacco"™ and the phrase "to-
baceo for demestile sale” [lound in Geetion 6 (e¢) of
Act Ro, 2613, as amended by Republie Aet Ne. 31,
ineludes msnufactured tobacco such as cigars and
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figmetops, T eolisttion agsto ot
Semies Tor dmevtie sile 1o 2epsl and Justitied,
“na:oaver. the word "tobacco” found in sectian 6{c) of

Act Ne, 2&13.‘iuprn. was clarified hy S¢c§ion a2 of the
Revenue Code, which toek cffﬁet on July 1, 1939, by express-
ly authozizing tho collection of tobacco 1nnpnc*£on feos on
Shazkae ‘sxuaas&nmt deaf_tgbacgo, and.s&h.x,mnasinﬁinamﬂ_xe-
glggg Conscquantly. vhen the phrase "tovbgeco for domestic
sale or iactarv une' was added to Section 6{c) of Act Ne,
2613. o8 lnended uy Republie aAct Ko, 31, which took effect
.on Uctnnlr 1, 1946, the neaning and scope of the werd "tobace
co” are no loanger in digpute, At shy rate, we axe going to

to discuss the uthui'issuec for the sake of argument,

SECOD JSSUEs

P;titlhne:s argue that Nevenue Memor andum Gix:ﬁlar

Mo, 30=07 dnig npﬁ have the force and eifect of law bee
‘cause it is not a regulstion as :tqui:-ﬁ by Section 4 {J)
of the Hit;nncl Internal Revenue cudi, nor has it been
published in the Officlal Gazette, gs prescribed in Slﬁ-
tion 79(B) of the Revised Administrative Code,

.( It would seem that petitlioners have misconstrued an
ldminiitiitivl rule of/reguistion from nn'ldminiltrative
1ntirpr-tatinn of a law whalq enforcement is -nt:u:t-d te

an .d-inilt!ative body. When an ldminiat:atlva ‘agency is
authorized by law tn_p:qnulgatu rules and r-gulatlénn.ﬁii
practically "mekes” a new law out of the law with the

‘furct and effect of a valld law. Héu-vrx, when it renders
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an opinion by mepns of eirculer or aesorandum, it mereiy
interprets a pre-existliug luve To be effective unc valid,
the regu.ation must be spproved dy the proper eoflicial
deslgnsted by Law for the purpose and publiished in the
eificisl Cozette; while an opinion or polic,; based on

the law needs no suen wpprovel]l nor publication fer its
validity. (victories Milling Loy INCs VSa Gocisl becu~
rity Systemy 4 Llha 647, 0303 see also domusldez Vs, AFca,
27 8CkA G28j Interprovineisl Autobus (ove vse Colle of Int.
Hevey 98 Phil, 2905 Geolina vs, Court of lex appealsy Uil
Noe L=33500, Aug. 30. 1971s) A rule of regulation may ve
incerporated in the fora of s eireular (recple vs. Jolliffe,
105 Phil, 677), whien simply mesms that Lhe substance and

not the fors of & regulation is decisive in determining

et
1

its nature, :

For a betier sppreciation of this particular question,
we s«re tracing the snlecedent fscis wilich led Lo tie is-
suance of Hevenue Memorandum Cireular kie. 3u-67, dated
August 22, 1907,

At Mo . 26l3 was passed by the Millippine Legiela~
ture on Februsry 4, 1916, Section 6 (c) thereof provided
as fTollaows:

gecticn © (e¢) « To require, whensver it

shall be deemed expedlent, Lhe luspectilon ol

and aflixture of inspectiion labels te ilobacco

resoved frox ithe province of its vrigin to ano-

ther or other provinces belore suCh removal.

On Getobe: iy LY46, Hepublie Act Koe 31 was approved
amending, amsong others, deciion 6 (¢) of aet Ho. 201) as
!"nl.lm;

Section 6(e) « 10 reguire, whanever it

shall be deemed expedlent, the laspection ol

and affizxture of inspe¢tion lebels Lo tobecow

reasoved froa the province of 1ts origin to
enother or other provinces before such rewoval,

or lﬂ_lihIfg§.Iﬂl.gf!:,itl_llil_lliinliﬂﬂl_ull-
(Underseoring supp
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Purscant to the above provision of iswy, the sur-aa
of Internul Hevenue, gn Qeiebar 29, 1y46, i:sued Cemerasl
Cireular Mo, V=27, wherdin 1t provided, auong others,

that only sgle or fuctory use

and manufactured iLobgceos for export are subjeet tu insg-
peetion gnd payment of Lhe correspondin: inspection fees.
For refes nce, Lthe pertinment proviasicns thereol read as
follows;

SULJLCT: Inspecilun required for all ieaf wobacco
for domestilic sele or fgctory use anu for
all lesf tobaceo and vhe asuulsetures
thereof for expert tv any fereign coun~
tryy lnspectivn fee on lesl tobaces ln-
grecsed from rde25 Yo #0.50 per hwdlired
£1los or fraction thereof.

XXX XXX XXX XXX

For the purjyose ol carrying out the forepolng pro-
vislons, the foliowing rules are hereby promul-
gated, eflective Ogtober 1, 1946;

1. £11 leal tobseco harvested in the rhlillip-
ploes, whether resoved Irom the plgee of iis ori-
gin or not sc long as it is intended for domestiec
sele or lacter; use, shall be lnsgeetled and the
eorresponding inspecti n feus sssessad and col-
lected, x X & (Fp. 297=200, CT4 rec., CTi
Caas O, ‘Mo]

S jugust 22, 1907, heveude Memorandum Cireuliar hko.
Ju=07. was lssued, L0 becone eifective on Seplember 1,
1967, inahllng General Cireulsr Ne., V=27, the porijons
thereofly, relevant Lo Lhe lssue uwnuer consiueration, resd

as lollows,

SUBJECY s Amepdment to the “Subiect”
- NPT T P =
, xwmmmmm'rm
mﬂmmwwﬁf, T

P e o

SUBJECTy lLnspectiva ruquiriu rur -ll luuala;
prﬂuuﬁlﬂ i.:i buh-neu nnd aqrbtisld, monwul;




ptenced aguesiic sals; and all meortud
'orai;n lenf tunaccu and partially msnufactured
tobacee for domestiic sale or factory usoi the ins-
pection fee shall be as provided in Section Ji2
of the Tax Code,

SECTION 2 X x X % b 4 b 4

fies. 1. All leafl tobaceco harvestied in the

Failippines end ipx31nllxufnaningxftnﬁ_iaaggsn
vhether remcoved from the place of its orig

not 20 long as they sre intendea (or domestic
lalo, fnr raetory uae, or fﬁ! uxpcrt; ﬂ&&_ﬁ‘ﬁﬂ&‘ﬁ

4 A B
i - . [} 280

‘ } ana ulx'ispnrted fo=
reign leal and partislly manufactured tobscco in-
tended "for domestic sale or faclory use*, shall

be inspected snd the cerresponding apee%&

fees assessed and collected, x x

(Underscoring supplied)

(Ppe 37-38, BIR rec., CTia Case No. 2031.)

The resson behind the issuance ol Hevenue Memorandum
Circular No., 3067 was sialed in Hescliution Mo, é-07, ap~
proved on Mey 31, 1967, of the Philippine Tobacco Hoard.
Its chairmun is the respondent Commissioner of Intermal
Aevenue. The herein petitivners, as sembers of the Manila
Tobaceo Associstion, Ine., vere repressnted in the sald
Bosrd which sdoptlsd the sald resoluliocn roasuing es follows:

Zix XXX xxx XXX
WHELEAL y this originel recomasncation of
Mr. Hernandex was perfecily in sccordsnee with

existing lawy mere particuierly Section 1 of
#epublie Act Ko, whioh took effeci slice

Seplember 25, 1940, bul perhaps 5}5‘““"“}‘“&;
by the lormer Cumailgsioners and cffieers of ¢

Tuauceo lnsgnctiun Service ‘:;, fopricly &angd le-

¥ b ERTH [ (1] "y I-m TN
pcis for loczl sals and 1npertad leel wobacco
or factory use mirht | baer ovel ‘hn-yr regult-
§Y 3 hupe logses I‘!’l ' L ¢

rou seplember 25, 1940 to the prnsﬁn&, consider-
ing toat based upen recerds of local average sales
of elgerettes annually of - 19,000, 000,000 sticks
(Rative leaf) and 36,000,000,000 sticks (Vireinis
leal) used Lhe corresponding teobacco inspectian
fees at ¥,0) per Lhousand amounts to #1,650,000.00
aside from clgars, Lhe records of anuual saiss on
which are not yel avallablej

XXx = XXX 0 ExXX

XXX
(». 35-36. BIR recCe, CiA Case Ho, 20}1’ under-
scoring suppllied,)
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from the foregoing, it can be gleaned that Kevenue
Hemorandus Cireular No. 30=07 iives luleormution vr instruc-
tion "To All Isternal sevenue Wlicers and Others Cone-
cerned” &qmw,um; others, ali locslly pruduced leef
aud partially menulactiured tobgecco fniended [oF dowege
tic sale, {or fectlop, use snd for export sud aili macufae=
tured prouusts of Lobgeee undar yeevion Avk(m) of the
revenus Cude intended lor domesiic sale shell be Lfuse
potled and Lhe Corpespund.ng inspeetlon [ess assessed
and coliected as required in Seciion 302 of the same Code,
It uiil thus be seen thst Hevenue kemorsndum Cireular No.
J0=07 wss Aissued Lo coprect the libersl poliey adopted
by previous oific.sls & the suresu of In ernal Nevenue
in the promulgation of Gene:ral vireular No, V-27, Accord-
ingly, ix hlﬂll!'niﬂl&ﬂlr; for responaent Lo issue Keve-
nue HIIH¥InIul Circular Nou. ju=07 to luterprei snc cons=-
e the purase “Lo Lobacee products for domsstlic sale or
'J.';uur; use”® found ia Section 6(e) of Act Ho. 2013, as
smended by mepublic Aetl HNoe. ji, Lhéreby arresiing hage
losses of Lobucce inspection fees on Lebptuo produets
for domestle nll wihieh were not Luposed sid collected
siuce Lthe efieciivitly of Ueneral Clireular Hee V=i/. le=-
venue Re@wsndum Cipeular Ke. ju-07 wes, Lusrelore, lssueg
to spprise 'tnun concsrned of Lhe cons.ruction or inler-
pretation vhich should be accu lﬂ‘ Lo s gld Act Noe 2013,
a5 amended, suu which prespouden. wss duly bound to enlorce.
in oilher words, the Cireular in ,uestion is an oplaien oi
the resp.ndert= Lo how Lhe sald law shiould be consrueds
Is his dnterpretation, 1o atiempl was made to ehlarge or

restrict tue seaning of Lne law. He merely gave way Lo
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Lhe spparens, ordinary, snd correci mesning of ilhe phrase
in quesiion,

Comparable in many respecis is Lhe c se of Visiore
las Milling Co., In#. vs; Soelal Security 6 stem, + SCHA
027,030, luvolviog e circular issued by the Joelal Secu-
rity Commission direciing employers-nenbeis of the oys=-
tea ic teke inte comsiasre lon all bonuses snd overtims
pay in conpulli, ihe premiums aue it. Je.ltliouer thireée
in protested said clreular bec.use L. coniradictis a preve
fous cireular exprescly excluding bonus apa overilme pey
frou Lhe definiiion or Lhe term "gosmpsusstiion” in compute
ing the premium due the H,stems It was lurther allicrged
thal LLe pew circulsr 1s luvalid becguse 4L wus neditiner
l;pgrnvid by che President of Llhe Phllippilnes nor published
in the Offlc sl Cawet e. Tne Suprese vourly howevor, up~
held tha vaiiuiiy of the new clrculary siuce lue auendsent
ol the law upes wileh Uhe old clrculer was Lused required
Lbe Llssiance vl Jhe nevw elrcalar. The ligh "ribunsl dis-
posed of Lhs dscue in tnls wises

AT will thus ve seen thul wher=ss prior

iy the pmendment, bonuses, allowerces, and

overtime pay biven in .daitten Lo the re;uinr

or base pay were expressil) excliued, or exemp=-

ted (rom the sellulilon of Lhe Lerm “eompenw

sation”, such exemplion or e cl.sion was dele=
tac by toe amendsiory luwe J[L thus became nDew

eessary for tne Joeisgl Securily Counmlesion w0
interpret Lhe eliszet of suLn deoietion ur eliie
linltinl. Lire 1z B Lunrcf e, LB~
gugd LC gbriisa Lhose cor Ler= *

gggig 553 iy E’Jd“E cadlng 9l Lhae Lowmiss O,

B s _Law g putnied, d"!‘li\.h it was 1.s auly

Lo Gﬂrﬂfl’.. It 413 "ot ad RAY dULy; OF det Ll -

Lbat wes pot alresdy .lu Lthe law as aaended,
I8ly siated pod eljclarizew Liw opinian

Ak e
Mm.ﬂb_iwﬂw
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R o iy g of wngt PN e 1 Lt g L8 BTG
pent ol Lhe jgwe Liey ghoold Joclude gaiers
(RN YRS t- sl CWUEDNs 8 Li0n e o~
plo/ecs upom waich Lue S50Cinl ueeur 1y conirie
n tious shuuiu b! basn, d thal ire

Ii

IV
ci Tion Ln she Ulriclal CaasT e for ils

gxﬁ_wjr Voiie (LhQerscuring oi;plied
{ Marnav&r, Bevanue MeBu. abdul Gireuisr Nu. jueby does
nut.pruulnn 8 palas .y cur he Nledoulone A% fudiows,
therefore, Lia Clrcululs, rules ol re...atiuns whieh
a0 not contaln e pelgd Saawlich, Asplile L& suverse
congequentes 11 wey hoave Uper Lhose whc vidaate Lhe
~8hG, @re Lo Po ulileu L6 be publissa ik order to be
vaild, (Cour, of Cusioms vs. vallex (Fiidie)y Incey 23
QEKA €0 Ggibuns e, CEBs el cduta long Go Re Boe e
1283, ¥ow, 29, 1%00,) The ces s <lued by petiticners
gn thls polnl gre elilisr uob gpylicavle or thney in-
volved clroular orF ra ulatioca providiug a ptnalty:\aa-
auming grouondg Lhst Qevends lemorandum Cireuwlar Ko,
JU=67 aust be prowvliguted by Lhe secrsiary of Pinance
sl pabdlsed In bue oliiclial Geset e Lo e valla amd
ef/a¢Live, nuatheless, sald Pequiremens of the law have
been subsiantieis; complieu wilh In this case,
The auibDOFl%, LO promuligale rules snd recuintions

18 iﬁageu villi the Beworelary; of FiLente WpOn e EMenNdes
BLAOE ol Lke Caaniccioner of Inlernal Revenue, *he law

Provicess

Set, il ﬂggﬂ;r;} of veuretgry cof

%iEﬁ&&3hi__3I_&dlil&!_£hill_ﬂﬂﬁ_ilﬂh$l§&£ﬂ!¢~
tue beurct:r, ef Floaute, upun recomssbdsolen

el Wie eaniosloasr of [nternal deven.s s Bhmll
prosmulegste all n o6ful rales and regusations for
tha alleciive anforcement of Lhe provisiens of
this Code. (National Iniarnal Rsvesue Code)

It is wrue That no pegpuiation cas o yei besni pro- .

malgated by tho Secretary of Finance requiring the ius=-
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pection feru on locally manufactured ci.ers era i ar-
eties for domestic sales 7The Secrelary ol Fluance,
nowey : ; upon Lhe recowserdi:iien of the Coswli. sicnax
of lucernal Revenue nsd approveu Hevenus Melivialiud Lire
cLim’ Noe Ju=07 Preyulring, among viners, lnspecilon of
all mpnufgotured prouuets oi wbetce [0 uouestic sals
alia Loe eodleciion ol Anspuction lfece, Tre seld gp=
proval is a subssaniligl compliance of tie Pevinue iawe

" AS to the lscs ol pabliesiion of levenus Semoran-
dum Cirewiar Noe 30=67, secilon /9(2) of the hevised
sdminls ...rat-n'a' visG@ relled upon by pellitloners provides

dee, 79(8). rower Lo & (gulsee=lls
vapartasat Head zhell nave ithe power Lo ree
gulale, wneuever ue mey; see it Lo do 80,
8l Pulesy Pogulullons, oiders, cireulurs,
wemorand ms,y and olher lusiyuctious, not
coutrary .o law, neces:ar; to regulsis Lhe
propur wurling sod hareonious enc efficlient
aduinistraiion of each and sll of tne of'e
flces anu dependencies of his veperiment,
snd for the stricl enforcement snlid proper
execution of ihe laws reluacive T mallers
ander Lhe Jurisaietion ol sald Departmenty
bul nome of sald rules or orders shall prese
eribe peasities [or Lhe viclation thereof
, eacepl as expressly autucriszed by lawe ' 3
rules,y ragulatlions, srdws, or iastruel.ons
of s gensrel sid pernsnent chsracter prowul-
gated in conformiiy witu tuls seciion shall
be nusLered by sach Lepartseni consecuiively
esch . eary ani shall be dul, published.
o ALY ¥ L4 ] )

e L ¥

- '_‘ rmwhww
& ""1'."1"'1'! goL be nh--d,gﬂ' Lu_ue

-

.. LBder s oring Buppisnd
(Fltitiunarl ad@it Lhet ths Cireusar in guestlon "is
bul a EeROrsoUuWE cilCuier lor purposes of the lalerior
sdminlsirailon of the Juresu of Internsl Kevenue, H. a
reguistion within the emmnieapisiion of the forecited

gections % and Afef the Nat.onel In.e'nal Hevenus Lode
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and Geetiom /%(3) uf.thd Revised Administra.ive Coade."
(Pe 255, CT4 Pecey CTA Case No. 204%'.) On the basi:
of petitiorers' sdmlssbn, Cireular #o, 30-67 need mot
be published pursuant to Lie second paragrapi of fection
77(8)y 3QuKE. |
[ The purpose Losever, of ‘Le icw im Tegalring the

panlicaiien of rulss and regulailons is Lo inform eor
Botitly tuagé who wa; Ge adverseiy ailecled tntrih,. The
purposs dehind this rejulrement us been subs .anllaily
compliec with IlIlullgtlﬁ admitied by petivioners, they
were each furnished ani served a copy oL Hevenus Nemulale
dum Circular No, ;u-ﬁ}. )
" HLAD IS8 UKs

Fetitioners as:salled the lepaliv; of the eelinction
of tobaeco imspeciien feus on Lwe grounds, cauelys (w)
the Guiles of Lluspecling tobacvco products amd aflixing
flnspacilon labels therety under ael Ko. <ulj, a5 amended,
are exelusively lodged im ihe Tosbacce Ilaspection Serviee
of the Bureau of Inteinal devenue end wot with the reve-
nue sgents of tae Tobacco and MWiscellunecus Tax Pivislong
and (b) the agenis of the Tobacco and Hiscellaneous Tax
Rivisien ald not conduct Lae recuired inspscilon butl merely
made wverificu.ilon for purposes of celleciing Lhe specifie
Lake

The inspection of tobscco producis and aftixture of
inspection iabels therelu are requiremsnts luposed Ly Soc=
tion o(c) of Aet No. aﬁij,'ua ameded Ly Republic asct lo.
31, wanlch provides;

Begilon Gle) - 1o require, wuenever 4t

removed froa the provisee of ils origian to
enother or other provinces belfore such yaavval,

ar to tobaceo for domestic ‘ale or faeiory use,
(inderseoring supplied)
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The same Aci, however, authoriszes responcent io appeint
tobacee inspectors or eny eofiicer or eaployee of the
bli %o perform the duly pertaining te the Tobecco Ins-
peetion Service. The law providess
Secilon 9« The Collectior of Internal
Revenue mey appolint inspeclors of tobaceo

for the purpose of uung t.ho nu;aac \.mn
hcrain rtquirad anﬁ AT . igtoudl any

mu.i.us%_wzx Y
suppiled
In complisnee with the lnspec.ion requirement of

Revenue Memorandum Cirvualr No. 30-07, interpreiing
sectien 6(e) of dct No. 2613, as suended, gupra, sod

Jhuérscérinﬁ

in orcder to avold possible confusicu snd disruption of
potitioners' business cperalions Lhru unnecessary duplie-
calion of funetious, respondent issucd a MOEMUruNGUR,
dated Octobar 11, 1967, addressed to “All Manufacturers
of Tobaceo Froducis®™, which was duly served on petilio-
ners, advising thea thet the "juspectior wmede Ly Lhe
2ig Agents geslined Ju the fgetorles xXx Xxx Xxx Ziudd

& : inarac e

, T 1g=07

sese®™ (pe 26y BIR rec., CTA Case ho, 2031),

| Uider Section O(c) of Aci No. 2Ul3, as awcnusd,
SURFEy the lnspeciion ang afifizture of inspeciicn ladals
Lo tibscve producis for dosestic sele fall wiilnin the
disere.ionary pnuﬁrs'of ihe respendente A48 therein pro=-
videu, such inspeciion end affixiwre of fuspociion le-
bels may be reguired by him whenever e shall dees it
expedlent, implying that he is noi ao.;t.y bound &t w«ll
times to perform such duties unliess he dessus u. exXpe~-
dient or convenlent, Lisewlse, [for undertaking the re-
guired luspeciion, Section 9 of the gald Acy authorizes

respondent LW appoelnt Lobaceo inspectors, or ae aay
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detall any efi'lcer or employee of the Buresu 1o pere
form such duty., Consequently, when respondeni, in his
wemorandus of Qctober 11, 1967, suprg, considered the
inspection wade by the ruvenue agents frow the Tobacco
and Miscellansous Divisicr asslgned in the loceces face
tories as suffieient comp}iance with the inspection re=
gairement ol Hevaume Mewmorandum Circular hoe JO-67, he
wes Jjust exereising an sct which the law suthorizes him
to do, For the sauwe reason, ihe faeliure of respundent v
afiix the luspecilon labels 1o Lobacco proauctis aoes uot
rondsr leveidi Lie colleetion of the wiemeceo inapectiion
feas from the pititinnmri. In boih insiances, respondent
wsraly exsreised a discretion explieitly autheriszed snd
spugLionsd by Law$>-

( Petitioners alleged that in the sald uompranﬁﬁn,‘
dated Uetober 11, 1967, the declaration tiat Lhe inspec-
tion made by Sik agents as sufficieant complisnece wikth
the lav 4s fllezal becauge AV woe nol approvea by ibe
Secretary of Finence. GSald spproval l& not lndispen=
sadle In Vils ¢ase siuce seld weaorsnldua is but a mere
impienmentation of Havenue Moworsnuum Vireular po. 3Ju=07
which sl ulrcady beem approved by the sade folﬁlﬂlé)

) Petivioners press:.iau Lisuiaan§a1 @vidence showlng
that tue agenis of Lhe Tobaceo ana Mlscellansous Divie
slon assigued Iln iLhe varicus lobeceo Jaclories were
there w laspeci the Lebacco ler purpeses ol cniiichln;
Lue spesciile lax aud not the whbacco luspecilon fees,

Upon gtipulation of the party litigants snd tu dige
pense with the presactation of numsrous wilnesses, it was
agreed ihat the Legtluony of Mr, Vicente Chua, Froduction
Manager of La Suerte Clgsr anu Cigurette Faciory, shall
be considered as Lhe prnuunuéa of Lluspection foliowed 4n
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the facteries of all the petitlioners for the period
under review, 7These are ihe smilent features of his
testimony: before ithe cigsreties were removed from the
faciory, they were involced by the revenue agent as~
signed ihere to check on the number of cases of cige~
reties that were to be removedj revouue agents checked
the quantiiy of cigarettes manufaciured, guentivy of
cigarettes removed, sirip staups affizedj and carly in
the morning before the stert cf the operatiocn, the re-
venue sgenis checked the clgaretie bobeins, strip staumps
and saw Lo 1t thatl cligareites re oved were proueriy re-
eorded im Lue books (ppe OU=53y tebelis)e

Also from the testimonics of the cther witnesses
of petitlonersy it was shown Lhat revenue agents and
tobscce Lluspectors weare perssuncntily aseigoed in the teo-
bacce feetories (p. 1%, L.8elis)} they were provided
with an office (p. 21, 1lds)y early in the worning, they
opened the wachine, arsigneu Lhc Dobbins to be used,
and they affixed Lhe seal at 123100 midnight (pp. 19=20,
i1d.)j they saw Lo it that elil raw mate:lals fer use in
the menufseture of tne indshed products were Jduly ree
corded; and in the process of ssaulaceure, all "chacce
puciu:u fowd wnfit lfor sales were gegregated by Loa
faclory employees thru the supervision of the reveaue
agents (P#. 20=43, 1d.),

1he ruu;:-m; legtiuonies beliv petliiloners' assert-
ion that no sctusl inspaciion was conaucied by agentis of
the respondent Lo Justify Lhe coilecilon of the tobaceo
inspecrion feess, The tosiluonlal eviaence sufiiciently
establish thev awong the duties of the faclory agents
and tobaceo Inspeciors cres o ehuck the kinds and quan-
titles of ravw waterisle thal enter Lh; facioryy the bop-

blns usedy the yuantliy snd genuinuess of tne sirip
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stampsy tue actual gusniiiles ol iLhe Sobacco products
manufectured and removedy and the sepre atlicn of old
tobgcco preoducts .ound unfit feor sales, Un the bsais
of \he inspeciion procedurs testified te by ﬁctltionors'
witness, ra#pandant properly ascertainsd the fuspeetion
fees on tobaceo procducts imposed unaer sct Neo. 2613, as
amended, ipn relation Lo Seotlon 302 of Lhe Revonue Code,
Moreover, Mr, dodolifeo Colosey UIficve Manager, Co=-
lusbia Jobacce Corporatiun, tostified that msnufsetu=
rers of tobacco products have 1o accomplish a ULi form
captioned “Application For Inspection Fur lmported
Leafy, Partiaslly Msnufaetlured Tobecco Froducts And Local- '
iy Manulaciured Tobacev For Leocal Sale And/Or Fesctory
Use® before paying tine iuspection fees required by aAct
Ko, 2613, as smcnded, (Bxh, Ay pe €23, CTA rec., Clia
Case Ho. 203L; ppe #5=M7, t.s.n.) Ia said form, the
sanuflaciurers sre roguired Lo stale wnder oath that
they will not reaove or atlempt 19 remove iLobacco pro-
dacts until the ssme snall lave been duly inspeeled uy
the revenuv agent, The revenue agent or tobacee Ling=-
pesetor assigned im lie factory is likewise required to
nlrﬁify therein thet he had 1napﬂ¢t§d Lthe lobscco pro-
ductse In Lhe mppealed c¢apses,the form in qussilon is
deamed Lo have hlln~ﬂ=Gﬁlpllthﬂﬁ inassuch as Lhe Lo-
bacce products have alresdy been removed from the face
tories and ‘he cerresponding inlpu_f.iun fees due Lhere=
on have been palid. It follows a8 a logical conclusion
that the regulred inspection of Lhe lobauco products

had been made by Lhe revenus ageats,
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;“uJ¢FtﬂE. the variocus claims of petitioners
for refund of tobacco inlpcction fees ;mountinq teo
$1,606,509.83 in both appeals, CTA Cases Nos, 2048
and 2031, arﬁyhtr;hy denied, Vithout pronouncement
~#5 Lo costs,
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