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DECISION

This is an appeal by the petitioner, 2 reli-
gious erganizatien, frem the decision ef the respend-
ent Cemmissiener of Intemal Hevenue helding the for-
mum-fumpmum-pﬁuemm
twe crates of Chestexfield cigarettes which it re-
mm'immnm-fmm-n. By agreement
of the parties, the specific tax due en said cigarettes,
if they are taxable, ameunts te #6,336.00 at the rate
duﬂ.mmmum.ummuﬁ
Section 137 (b), sub-pazagraphs (2) and (4), of the
Mational Intemmal Revenue Cede. (See Jeint Manifesta-
tion, May 25, 1999.)

Pending final determination ef the case, and te
secure the release of the cigarettes frem the custom-
heuse witheut prepayment of the tax, petitiener filed
a surety bend te guarantee payment eof the tax in case
it should be held liable therefer. (Bxh. 2.)

After the filing ef respendent's answer, petie
ticner filed » motion fer judgment en the pleadings,
alleaings
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*ls That petitioner received on
Decenber 9, 1 ndent's answer
dated December B, 1958, and seid ans-
wex fails te tender an issue, and
instead admits the material allegatiors
of the petitiong

*“2. That said admission, vhich
fails te tender an issue refers te the
fellowing matters, te wits

*{A) That petitiener, rep-
mcntul by :l.tt m re-
-ut COT=

o h-i.; oot s, grome. 0 v

uhh:thllmdmhuhm
!mn ﬂuhth

pﬂit:l-n
t tmtllﬂ in h¥
petitiener received frem abzead,
= liedra ‘ansen, 527 Lexingten
Aveey New Yozk, UsSeley a lotter
tm Ay E um) advi

fmo!tmun:dlhn 2
cases of cigarettes for free
distribution smong its peer and
destitute members, Tegether with
numm,mmu ef Led.

ing (Annex '8', petition) shewing
Mmﬁmmth-cmum
of the said

rived on June 25, 1958

the 5.5, 'MM&‘» e
sequent therete, petitioner

a written request, wherein it was
alse certify that the ssid denne
tion was fer free distyxibutien
among its peer and dbstitite mem-
bers, for the entxy of said dense
tien as tax-exespl under p!-ﬂ-
sions of Fep. Act Ne. 1916

'C* petitien).

Tegether with said letter
was alse enclesed the Bill of Lade
ing, letter of denatien and =

en with the Secupities

Cemmissien of gu.-
tioner (Annexss 'A%, 'l '

Yo
e free entry of d Mm
g%, petitien)s That HEIR
General C:tmuhr lige v-ao, dated
I 5, 1957, of ﬂu rﬂg
irplements %-l 916",

149



DECISION - .
CeT.As CASE NO, 9592

-3 e

*3, That the enly questiens new are

ure guestiens ef law, among which ares
&nthu' or net the entry of denatien of
all articles from as exempt from
the payment of all taxes and es,
consigned te a religieus institutien fer
its use er far free distribution, and net
foxr barter, .I.l-._l or hire, is

or autermatic uptn the respendent, and
right of the latter te assess said denae
tien for payment of taxes and duties at
double the existing rate will enly accrue
if scid denatien is subsequently cenvey-
ed or  transferred for a consideratieng

‘4, That the taxes due en said dona-

tien, if net e and as released
under bend, is as fel ]
a M’ sveessescenne ® 974,00
;. W!’-' T2% sesnns 64336, 0
<

Specidl Impert Tax ﬂﬁ%‘

*S That hexein petitioneremevant
is entitled te & judgment as a matter
ef law in view of the abeve adudssiens,
under Sec. 10, Rule 35, hilles of Couxt.

SUMENEFORE, it is respectfully pray-
ed of this Menerashle Court teo issue an
oxder granting judgment oen the p

uthcinm“uhwﬁgz

for decision wpen the filing ef the

respective wemorandum ef the parties

herein within ten (10) days frem Decem-

bexr 20, 1958, rursuant te Section 10,

Rule 35, Rules of Court.®
Counsel for respondent effered ne ebjection to the
mm-umuu-mﬁu-ﬂwpxm
of the parties.

The matexial facts alleged in the petition fer
review avet (1) that petitiener is a religious cere
pmu-nmud-ﬁmmmmimﬂm
Philippines, with principal chapel and address at the
cerner of Selis S5t. and Dagupan Extensien, Tende,
Manile (Pax. 1)3 (2) thot sometime in May, 1958, pe-

titicner received advice from une Nedra Hansen, 527
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Lexingten /Ave., lew York, U.S5.A., that she was denae
ting in faver ef the chuzch twe (2) coses of clgarettes
for free distributien among its peer and destitute mem-
bers, vhich cigarettes arrived in Menila en June 25,
1988 (Pars. 3 and 7); and (3) that petitioner request-
ed exesption from the payment of the specific tax in
connectien vith said cigarettes under Renublic Act Ne.
1916, vhich request was denied by respendent (Pars. 4,
5 & 6) These allegations are admitted by respondent
in paragraphs 1, 2 and 3 of the answer. The enly ale
legotion of respendent te justify denial ef the exemp-
tien is "that while under the rules and regulations
premulgsted by respondent implementing Hepublic Act
Ne, 1916 (Genexal Circular Ne. V290, dated July 8,
1957) the item 'ﬁuﬁtﬁﬂ?nﬂnﬂdﬂnﬂ-
ject matter of denatiens, cigarettes have ne relatien
with the religieus activities ef the petitiencz,”
(Paze 3 of the Answer.)
| The only issue te be resclved is, therefere,
m“mmﬂmhm-!mmt
from the specific tax. Petitioner contends that it
being a religieus srginizaticn, thet the cigarettes
having been denated by ene Nedra Mansen of liew Yerk,
and that said cigarettes being intended for free dis-
tributien ameng its peox and destitute members and
not fer barter, sale or hire, they ave exempt frem
specific tax by virtue of Republic Act le, 1916. On
the other hand, respendent clains that sinee"cigarettes
have ne relation with the religious activities of the
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petitionexr® the exenstien piovided in fAerublic Act
te. 1916 does net arply.
Republlic sct lios 1916 previdest

"SECTICN 1s The provisien of exist-

lawse te the contrary netwithstanding,
nl denations in m{lfm and all artic u
imperted inte the Vhilippines, consigned
te 2 rha incerporsted e¢r established
intematienal civic exgonizetion, reli.
gious ex charit-ble seciety ox institu.
tion fexr civic, relioieus or charitable
purpeses shall be exespt frem the psyment
of all taxes and duties upen preef satis-
factory to the Commdssicner ef Custows
‘and/er Collecter of Intemmal Sevenue *hat
such donations in form and articles
ta imported axe d ens for its use ox
fer free distzibution and net fer barter,

sale ox hini That in
case such arti m ccnr -
veyed er tund’uud t
for a censideration, taxes :nnl mn
shiall be cellected thereen st deuble the
rote provided under existing laws paysble
the transferers

rules and PIo-
muljated by the lhpam of Finance
for the implementaticn of this Actes”

/ln cxder that articles imperted frem asbread way
be exenpted from th, peyment of 21l texes and duties,
it is necessary m that the articles be denateds (27
that the axticles be consiygned te & duly incerporeted
or established international civic ergardzation, reli-
gious ex charitable society or institutién for civic,
religieus oxr chaxitable purpecesy end (3} that the
srticles donoted te any of the ergenizotions mention-
ed above be for its use or for free distribution and

net fexr barter, sole oxr hires All these requirvements

. are present in the instant m] The cigaxettes in

question were durse ted by Hedra Hansen, 327 Lexington
Ave. , Mew Yerks they were doreted and consioned te
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petitiener, a religleus erqgenizatieny and that thq
are for free distribution te the peer and destitute
members of petitioner, and net fer barter, sale or
hires OCbvisusly, the said cilosrettes asre exempt
from the specific tax under Hepublic Act le. 1916.

it is coentended, however, thet in exder thet
denations frem abroad fer free distribution way be
exempt from taxatien, it is necessary that the articles
be exclusively for civk purpeses where the denee is 2
eivic ergonizations that the articles must be for reli-
qlmwﬂuﬁth“h a religieus srganie
zationg and thet the articles must be fexr charitable
purpeses wheze the dehee is a charitable erganization.
Ye quete from the memerandum ef ceunsel for respond-

ents
*Under Republic Act Ne. 1916, tax
uazﬂn is granted te (1) intematien-
al civie zation in respect te are
ticles and censigned te it fer
its use er for free distribution fer
civic p oF in connection with its

asctivities; (2) religicus seciety or
institution in respect te articles denae
ted and consigned te it for its use ex
free distribution fer religious purpeses
oxr in on with its -
vitiesj and (3) chazxitable ety or
institigion in respect te articles dena-
ted and consigned te it foxr its use or
fer free distribution fer charitable pur-

peses or in cennection with its charitable
sctivities. In the instant case, potitien-
er claims tax exesptien c Act
Nes 1916 a8 a zeligicus en and
therefere, the donated articles for vhich
tax exenption is being claimed sheuld be
for religious exr connected with
mﬁm uung.t:.p-uun.
e, can cigarettes cnated artie
‘um
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the religious sctivities of the pet
tioner? "e respectfully sulmit that
the cigarettes in ..-J

vdthin the scepe n’: extent of the

exenptien granted Republic Act Ne.
1916.* (rp. 1112, Hemersndum feor Aes-
pendent, March 4, 1999, )

Ye do net believe that the intempretatien given
by respondent te Republic Act Me. 1916 is justified
by the werding ef the statute. The law cleariy pree
vides that "all denastions in any foxm and all artie
cles imperted inte the Philippines® censigned te civic,
peligious er cheritable orgenizatiens "shall be exespt
from the poyment of all taxes wnd duties” if such ax-
ticles are "for free distribution snd net fer barter,
sale er hire." The law dees not oualify what axticles
received from sbroad as denation by 3 civic, reiijieus
er chariteble erganization fer free distributien aze
to be exerpt frem taxes and dutiese The exesption
erplies te "gll denastiens® and “gll articles®. ‘e
can net zead inte the law what is net there.

lleither may the intemretation of respeondent be
juctified by the intentien ef Congress in enacting
Aepublic Act Ne. 1916, It will be recailed that after
the end of Yerld Wax II, denstiens from aozead began
pouring inte the country fer the relief and rehabili-
tation of these whe suffered during the wazs HeCause
of the limited exemptien frem taxatien of articles re-
ceived frem ebrvad, whether the articles were for free
distribution er for coomercild purreses, cenplaints
were heaxd from the deners that rhilippine authori-
ties were placing sbstecles in the way of the pesr
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and the needy ryeceiving much needed help frem these
whe were ready and willing to extend such assistance.
As a2 consequence, the flew of denstiens frem abreed
for relief and rehabilitatien were Tetarded. This is
the reasen why Congress saw fit to enact Republic Act
He, 1916 to enceurage such denations. The toe stilted
interpretotion of respondent as te the neaning and
scope of said Act weuld emasculete it ond thereby
till'l!t the purpese for vhich the law came inteo beihg.

Bven grariting that the epinion ef respondent »
that the articles ceming frem abread by way ef denae
tion fer charitable distributien in the Fhilippines
must be denated and consigned te » charitable ergani-

. .zatien te be entitled te exenption « is cerrect, we

believe that the articles in cquestion, dunated and
censigned te and received by petitioner, @2 relisicus
erganizetieny, qualify fer the exemptien. A religieus
erganization is net limited to purely religicus active

‘itiess It is by its very nature and purpese 2lse a

charitable exgenizetien. Acts of charity, ministering
te the physical and spiritual needs ef the peer and
the sick, are ef cemmen knowledge, best hendled and
perfemed by tll:l.g;l.m erqganizatiens,

But, it may be asked, are cigarettes a preper
subject feor cheritable distributien te the peex and
the needy? Te cur mind, there is nething besically
wreng with giving cigarettes te the peer and the needy.
The element of charity is net destreyed when cicarettes,
instend of ether articles, are given te the peer. Dona-
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tiens sent teo our seldiers in Kerea during the Kerean
“ar were nonetheless charitable netwithstanding that
the dore tiens were in the form of beer and cigarettes.
The element of charity is net lest when a persen gives
clgarettes during Christmas te the inmates of Muntinge
lupa, or of the Tala Lepresariwm, er of the chaxity
wards of Government and privete h#spitals. That ‘merie
can cigarettes are highly prized in the Philippines
does net alter the situatien, They are erdinary ceme-
medities in the ceuntrzy of the denex, in this case,
2 resident of Mew York.

While the law axempts from texatien all artie.
cles received frem ahroad as denatioen te the ergani-
zatiens mentiened theredin fer free distributien in the
FPhilippines, it hes 2lse previded fer safeguards te
prevent its sbuse. 'here it is shewn thet the arti-
cles have been subsequently transferred er cunveyed
te sther perties for a consideration, the law requires
collection frem the transferor of the taxes and duties
at deuble the rates previded under existing laws. The
law alse requires the Department of Finance te prumule
gate rules and regulstions fer its preper implenentae
tien.

' The exemption frem taxstion of denations frem
abroad may net, therefere, be denied if 2ll the ree
quisites for their exemptien are fully cemplied vith.
It is, hewever, the duty of respondent te see te it
that the articles denated are distributed free te the
intended mecipients. I1f he finds thet the denee has
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cenveyed oy transferred the articles for 2 consider-
atien te ether parties, he is autherized te collect
the cerrespending taxes at deuble the retees rrevided
by existing laws.

It is gentended that the denatien of the cios-
rettes in questien Te petitiener does not meet the
reguirements of the regulatiens premulgated by the
Department of Finance, isswed pursuant te Hepublic
Act Ne. 1916. le cites Sectien 2 ef Department Crder
Me. 12 of the Department of Finance (94 O, G, 7386w
7388), vhich previdest

“Sec. 2. Definilien of Lemuses.rer
purposes of en from custems duties

and taxes under-N Act 1916 -

x x x
*f. "For its use® refers to densa=

ted article for the exclusive use the

denee cempatible and cormensurate with the

nature end extent of the denee's civie,

religieus er charxitable activities.
"ge 'For free distributien® refexs

to dunated articles for distribution te

the peor, indigent and the needy by the

donee in cennection with its civic, reli.

eus or charitable activities. The
and quantity ef the articles fer

free distributien shall be le

and cemmensurate with the of the

intended recipients.*

Ve find, however, that Department Cxder He. 18
was issued en OUcteber 20, 19958, and was published in
the issue of the Ufficisl Cazette of Novenber 10, 1958,
The cigarettes in questien arvived in Menila en June
25, 1958, and the request for tax exenption and ree
lease from the custemhouse was made en August 26, 1956,

The decisien of respondent denying the request feor
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exenption is dated Serteumber 6, 1998, befere the pre-
mulgation of the said Dgpartment Oxder. Therefore,
the said Department Crder can net be held spplicable
te the denation in questien,
Assusdng thet the scid Department Order is epe

plicable te the denstion in guestion, we find that the

denatien hes net the requirements fer exemptien pre=-
vided in said erder., Pazagraph {(f) is net applicable
as it refers te articles received by the denee for its
use. Parsgraph (g) is the pextinent previsien. It
defines articles for free distributien as these which
refer to denated articles fer distributien te the peex,
indigent and thon-dzbytlu donee in cenmection with
its civic, religieus er charitable activities. It alse
provides that the "kind and quantity of the articles
fer free distributien shall be cempatible and commen-
surate with the needs of the intended recipients.”

With respect ts the requirement that fer the
denated articles te be tax exempt they must be for
distributien te the peer, indigent and the needy by
the dence in connection with its civie, religicus er
charitable sctivities, the denatien in question has
met the requirement. It is sdmitted that the deratien
was Yeceived by petitiener, a religious uxpcnuin.
fer distribution te its peer and indigent members.
And it can be sald thet giving te the peer and indi.
gent is beth a religieus and charitable act, especiale
ly when it is dene by a religieus srganizatien,

As te the requirement that the "kind and quanti-
*p of the artitles for free distributien shell be
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compatible and cemmensurate with the needs eof the
intended recipients,” there is no claim er pretense
en the paxt ef respendent that the kind and gquantity
of the cicarettes in question axe net compatible and
kamensurate with the needs of the intended recipients,
the peer and indigent merbers of petitiener.

FOR THE FORBGUING C NUSIDERATIONG, we are eof the
epinisn that the cigerettes in question are exempt
froem the specific tax under Hapublic Act Ne, 1916,
Accoxdingly, the decision sppealed from is reversed,
and respendent is ereby erdered te cancel the sure-
ty bond which was filed by petitiener te guarantee
payment of the specifle tax en said cigarettes. Ne
nroneuncerment as to cests.

S0 ORDEREL

Monila, June 30, 1959,
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