REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

CAGAYAN ELECTRIC POWER
AND LIGHT Cl., IBC,,

Petitioner,
- versus - C.T.ho CASE NO. 2660
COMMISSIONER OF INTERNAL
REVENVUE,
Respondent,
i 4

DECISION

Disputed by petitiocne: Cagayan Electric Power
and Light Company, Inc., is the imposition and
collection of compensating tax, amounting to
P12,225,00, on its importations, for its own use
as electric utility company, of varicus electrie
transforme:rs, electric mete: s, switches, switech
gears and electrical relays.

" The parties submitted the following partial
stipulation of facts:

ls The petitioner 1is a domestic corpo=-
ration with principal office at Zna Ploor,
Asia Industries Bullding, 2201 Pasong Tamo
Extension, Makati, Metro Manila; while the
respondent is the duly appointed and quali-
fied Commissioner of Internal Revenue of the
Repgublic of the Fhilipiines;

2, That petitioner is an electric
utility company operating im the municipa-
lities of Tagolcan, Opol, Villanueva, Jasaan
and Cagayan de Oro under & Lagislative
Franchise, particularly Republic Act 3247,
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as amended by Republie Act 3570 and further
amended by Republic Act 6020;

3. That Section 3, Republic Act Neo.
6020 provides that petitioner shall pay as
franchise tax 3% of its gross earnings
from sales of electric current as autho-
rized by said franchise which shall be in
‘1ieu of all taxes and assessments of whatever
authority upon privileges, earnings, income,
franchise, poles, wires, transformers, and
insulators of the grantee from which taxes
and assessments the grantee is hereby exempted,®

4. That petitioner on varicus dates
imported for its consumptien electric trans-~
formers, electric meters, switches, switch
gears and electric relays detailed as follows:

(a) Import Emntry and Intermal
Revenue Declaration (Serial Mo, 091233
72) covering 28 Packages Electric Trans~
formers valued at US £56,923.88 C.1.V,
The total customs duties and taxes on
while the compensating tax amcunted to
73,851.00, A xerox copy of the said
Impert Entry and Internal Revenue Dec-
laration is hereto sttached &nd made an
integral part hereeof as Anmex “A";

(») Impert Entry and Intermal
Revenue Declaration (Serial Weo, 046711~
72) covering f£ive electrical relays
valued at CIF $),3%6.71, The total
customs duties and o mpensating taxes
on this imrort emtry amcunt to P4,531,00,
A xerox copy of the said Impert Entry and
Internal Revenue Declaration is herete
attached and made integral jpart hereof
as Annex “h";

{(e) Import Entry and Intermal
Revenue Declaration (Serial lio, 46712«
72) coverimg variocus electric meters,
switches, switch gears and arresters
valued at CIF 512,421.84. The total
customs duties and coumpensating taxes
A xerox copy of the Import Eatry and
Internal Revenue Declaration is herate
attached and nade an integral part hereof
as Annex "c",
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$. That in a letter dated October 26,
1973 and received by res . ondent on October
29, 1973, tioner requested the refund
of all y paid compensating taxes on the
various impertations of the company;

6. That the principal issue 4da this
case is whether or mot petitioner is exempt
from payment of compensating taxes under

the provisions of Republic Act Ne. 6020, on
its aforesaid importation of electrical trans-
formers, relays, meters, switches, switch gears
and arresters for its own consumption; and
7. That the parties reserve their rights
additional evidence not covered by
thts Partial sStipulations of Facts im support
of their res,ective contentiocns,

Additicnal evidence, oral and documentary,
cuonsists mainly of proof of payment by petiticner
of the compensating tax which is qguesticned by
respondent,

Petitioner claims for the refund of the com-
pensating tax paid on the various electric trans-
formers, electric meters, switches, switch gears
and electric relays imperted by it from abroad for
use in the eperation of its electric light, heat
and power system. Argument advanced is that peti-
ticner is exempt from payment of compeansating tax
under the provisicons of Section 3 of Republic Act
Ko. ‘029, which read as followss

PSEC., 3. In consideration of the
franchise and rights hereby granted, the
grantee shall pay a franchise tax ejgual to
three per centum of the gross earnings for

electric current sold under this franchise,
eof which two per centum goes inte the
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National Treasury and one per centum goes
into the treasury of the Municipalities of
Tagolican, opol, Villanveva and Jasaan and
Chuaycu de Uro city. “s tho case -ar bes
revided, Tha sald freanchis sy Of
! =% 18§ h. Jross A 1 of

ments or whatever authority upon p 1- -

leges, earnings, incoume, franciise, and

PO 6 w._ 8, transiormer: nﬂ ;ngu}atggg
A LGE %% L]

m.. n her exp

exemptec,” (Euphesis supplied.)

Pour-squaze with the case at bar on this
point, by reascn of the clese, if noct exact, si-
milarity between the fracchises and Lhe laws iRe
volved, as well as the issue litiysted, 4is #anila

Electric Company vs. Vera, L=23507, Octeober 22,

© 197% (also Manilas Electrie Company vs, Tables,

L=-23847, October <2, 1575), 67 iCma 381,

‘ In that cese, Manilaz Electric Cow_any
(MERALCO for short) 1is the holder of a [raachise
to construct, maintalm 20 operate an eleciric
llqﬁg. heat, and powexr system in the City of
Manila and its suburbs, Im 1962, MEAALCO imported
and received foow sbrvad on varlous dates copper
wires, transformers znd iusuiat.ors for use in the
operation ¢f its pbusiness oa which, the Cellector
of Customs, as Deputy of Commissioner of Internal
Revenue, levied and cuilected the corcesponding
compensating tax. A claim for refund of zald tawx
was presented by h#rfLLu end becsuse no actiun was

taken by the Commissioner of Internal Revenue on
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its claim, it appealed to this Court by filing a
petition for review (CTA Case Ko. 1495)., On No-
veaber 28, 1968, this Court denied MERAILCOU'sg
clain, forthwith, the case was slevated to the
Supreme Court om appeal (L-29987),

Again in 1963, MEAALCO imported certain
quantities of copper wires, transformers and in-
sulators alsc to be used in its business and again
compensating tax on said purchases was edllcct.d.
Its claim for refund of the compensating tax having
been denied by the Commissicner of Internal Revenue,
MERALCO filed with this Court CTA Case Mo, 1493,
The Court of Tax Appeals decided against MERALCO,
and the latter filed with the Supreme Court the
corresponding Petiticn for Review of said declsion
docketed as G.R. No, L-23647,

The law under which the Commissiocner of In-
t.t;ll Revenue assessed and cullected the corres-
ponding compensating tar was found im Zection 190
of the National Imtermal Revenue Code, the perti-
nent provision of which read at the time as
follows:

“seec, 190, Egnﬁgﬁggiﬁﬁuzzja. ~All
persons residing or siness in the
Philippines, who purchase or receive from
without the Philippines eny coumodities,
goods, wares, or merchandise, excepting

- those subject to specific taxes under Title
IV of this Cede, shall pay on the total
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value thereof at the time they are received

by such perscns, including freight, postage,

insurance, commission and all similar charges,

a compensating tax eguivalent to the percen-

tage taxes imposed under this Title on origi-

nal transactions effected by merchants, im-

porters, or manufacturers, such tax to be

paid before the vithdrawal or removal of said
commodities, goods, wares, or merchandise

from the custumhcuse or tha post officer xx

xx xE.*

In deciding against MERALCU, this Court held
that following the ruling of the Supreme Court in
the cases of Panay Electric Co, ve. Collector of
Internal Revenue, G.R, Ne, L-6753, July 30, 19SS,
87 Phil, 979; Manila Gas Corp. ¥s. Collector of
Internal Revenue, 0,R. Ne, L-11784, Cetober 24,
19858, 104 Phil, 727; snd Perja vs, Collector of
- Internal Revenue, G.,R, No, L—lﬂl“. November ”'
1961, 113 Fhil, 568, MERALCO is not gxempt from
paying the compensating tax provided for in Section
190 of the National Internal Revenue Code, the
purpose of which is to "place casual importers, who
are not ncreﬁants on equal putting with established
merchants who pay sales tax on articles imported by
them,” This Court further stated that MERALCO®g
claim for exerption from the peyment of the ccmpen-
sating tax is not clear or expressed, contrary to
the cardinal rule in taxation that “exempticns from
taxation are highly disfsvored in law, a2nd he who

claims exemption must be able to justify his claim
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by the claarest grant of arganie or statute liu.'

MERALCC, on the other hand, bases its claim
for exesption from the compemsating tax om poles,
wires, transformers and insulators purchased by it
from abroad on paragraph 9 of ite franchise, which
reads as followe:

"PARAGHAFH 9, The grantee shall be
lizble tc pay the same tawes upon its real
estate, builcings, plemt (not including
poles, wirea, transforwers, end inzulators),
machinery, and pereponal property as other
persons are or may be hereafter recuired by
law to paye. In consideration of Part Two
of the franchise hesrein granted, to wit, the
right tc build and mafintain in the City eof
Manila and its scuburbs & plant for the
conveying and furanishing cf electric currant
for light, heat, and power, and to charge
for the sime, the grantee shall pay to the
City of Manile a five per centum of the gross
earnings received from the business under
this franchisze im the City and its suburbe.
FROVIDED, That two and one-half per centum
of the gress earnings received from che
business of the linet Malaben shall be paid
to the Province of Rizal, BSaild percentage
shall be due and payable at the times stated

_ in parsgreph nineteen of Pert One hereof,
. and sfter anm awdit, like that grovided in
of Part Une hereof, and
be in lieu of all taxes and assessments
" of vwhatscever mature, and by whatscaver au-
thoerity upos the ivileges, sarnings, incowe,
fr se, and po o wires, trensformers,
and ipculaters of the grantee, from whien
taxes and assessients the grantee is heredy
expressly exes;ted,”

The Sugreme Court unequivecslly depisd the
exewption of MERALCO from payment of the compen=—
sating tax om poles, wires, ctransformers and
insulators iAmpoxted by it for use in the operation
of its electric light, heat and power system, In
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enuncisting the rule that a provision in & franchise
exenpting from all taxes and asssessnents of what-
soever nature and by whatseever suthority upon

for use in the business for vhich the franchise wvas
SH/ granted, the High Court first reiterated the well-
settled principle that:

One who claims to be exempt from
the payment of a particular tax must do so
under clear and unmistaskable terms found in
the statute. Tax exempticns are strictly
construed against the taxpayer, they being
highiy disfavored and may almost be said
"to be odious toc the law.” He who claims an
exemption must be able to point to some
positive provisionsof law creating the right;
it cannot be allovwed to exist upon a mere
vague implicatiocn or infrrence. The right of
taxation will not be held to have been
surrendered unless the intention to surreander
. 48 manifested by words too plain to be mias~
taken (Chio Life Insurance & Trust Ce, vs,
Debole, 60 Howard, 416), for the state can-
not strip itself of the most essential power
of taxation by doubtful words; it camnot, by
ambiguous language, be deprived eof this
highest attribute of sovereiguty (Erie Rsil-
way Ce, vs, Conmcnwealth of Fennsylvania,
21 Wallace, 492, 4%9), 50, when exempticn
is ¢laimed, it must be ghown indubitably ¢o
exist, for every presunption is against ig,
and a well-founded doubt is fatal to the
elaim (Farrington vs, Teunessee & County of
Fetroleum Co. vs, um.. 4% Phil, m. ‘71.
wherein all the above menticned american
doctrines are cited and quoted with approval,)

second, and this is the controlling reason for
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the denial of MERALCO'g claim for exemption from
payment of compensating tax, the Supreme Court held
that the phrase in the franchise, “in lieu of all
taxes and assessments of whatsoever nature, and by
vhatseoever authority upon the privileges, sarnings,
income, franchise, and peoles, wires, transformers,
and insulators of the grantee,” which is emactly
aimilar te, if not the same as, the proviasion found
in the franchise of petitioner Cagayem Electric
Power and Light Co., Inc,, (sucéion 3, Rep. Act.
No, 6020, gupra), is an gexempticn of the grantee

of the franchise, with regards to peles, wires,
transformers and insulators, from payment ¢f proper-
£y _tax, but pot an exemption from payment of taxes
like the g . To quote:

We do not see in paragraph 9 of its
petitioner's franchise, on the assumption
that it does exist as worded, what may be
- considered a8 “plain and unambigucus terms"
declaring petitioner MERALCO exempt from
paying a compensating tax on its

of poles, wires, transformers, and insulators,
Whet MERALCU really wants Us to do, but whiech
We cannot under the principles enumerated
earlier, is te ;g;,; and that there is
auah an exemption from the following phrase:

"+ ¢« o the grantee shall pay tc the City of
Manila five per centum of the gross earnings
received from its business . . . and shall be
in lieu of all taxes and assessments of what-
soever nature, and by whatsoever authority upon
the privileges, earnings, income, franchise,
and poles, ¥ . 4 o and
of the grantee, .from ch tawes and assess~
ments the grantee is heareby expressly exenpted,”

Mote that what the above provision exempts
petitioner fxom, is the payment of pronerty
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tax on its peles, wires, transformers, and
insulators; it does not exempt it from payment
of taxes like the one im cuestion which, by
mere necassity or consequence alone, fall upon
property, The first sentence of paragraph 9
of petiticner's franchise expressly states
that the grantee like any other taxpayer shall
pay taxes upon its real estate, buildings,
plant (mot iacluding poles, wires, trans-
formers, and insulators), machinery, and
personal property. These are direct taxes
imposed upon the thing or property itself.
Thus, while the grantee is to pay tax on its
its poles, wires, transformers, and
nsulators as forming pert of the plant or
ingtallation (significantly the enumeration
is in garoatheaio and follows the word
“plant®) are exempt ard as such are not to
be included in the assessment of the property
tax te be vaid,

The ending clause of paragra h 9 pro-
wviding in effect that the percentage tax
imposed ujon petitioner shall in lieu of
®all taxes and assessments of whatsoever
nature and by whatsoever authority® cannot
be said €0 have granted it exemption from
payment of compensating tax, The phrase “all
taxes and assessrents of whatsosver nature
and by whatscever authority" is not sc bread
and gweeping, as petiticner would have Us
think, as tc include the tax in guestion
because there is an immediately succeeding
phrase which limite the scope of exemption
to teaves and assessnents “upon the privileges,
earnings, income, franchise, and

n&n&&;mﬁu?:w and of the
grantee, @ Last clause of paragraph 9

merely reaffirms, with regards to poles,
wires, transformners, and insulaturs, what
has been expressed in the first sentence

of the same paragraph namely, sxeuption of

= °

t is a pr e of statutory construction

that genersl terms may be restricted by

specific words, with the result that the
general language will be limited by the

specific language which indicages the statute's
objeet 2nd purpose, (8tatutory Construction
by Crawferd, 1940 ed, p. 324-325)
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Explaining that a compensating tax is not a
property tax but is an excise tax, the Supreme
Court stated:

It is a well-gettled rule or prine
ciple in taxation that a compensating tax is
not a proparty tax but is an excise tax,
Generally stated, an excise tax is one that
is imposed on the performance of an act,
the engaging in an occupationm, or the sn-
joyment of a privilege, A tax levied upon
property because of its ownership is a
direct tax, whereas one levied upon oroper-

ty ngiggﬁg_g§115§;§ga is an exeise duty.
(manufacturer®s st Co, vs, nited States,

Ce. Cl., 32 F, Supp. 289, 25@) Thus, vhere
a tax which 4a not en the property as such,
is upon certain kinds of prouperty, having
reference to their ori-in =snd their inten
ggg. that is an excise tax., (State v, 5§§no.
133 8.0, 24 951, 9%6, 957, 133 Tex, 622)

The compensating tax being imposed
upon petitivner herein, MERALCO, is an impost

on its Mmﬁmﬂ.m: and is not in
the nature of a rect tax on the articles
thems:lves, the latter tax falling within

the exemption, Thus, 4in Internati.nal Lusiness
Machine Corp. ve, Collector of Internal Revenue,
1956, 98 Fhil, Reports 595, 593, which involved
the collecticn of a corpensating tax from the
splaintiff~petiticaer on business wmacliines i~
perted by it, this Court stated in unequivecal
terms that "it is not theract of impeortation
that 15 tnxnd under section 19C, but jhgﬂggt

paune "the c#mpunant nq tnx wau qxprusn N 4
dnniqnad 48 @ substitute to wmake up Oor cumpen-
sate for the revenues leost to the government
through the avcidance oi sales tancs by means
cof direct purchases abroad , . "

It is true that upon the collection of
& compensating tax on petiticner®s poles,
wires, transformers, and insulstors purchased
from abroad, the tax falls on the yoods them-
selves; this= fact leads petiticner to claim
that what 1s being lmyosed upon it 1s a 1o~
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pérty tax, But petitioner loses sight of the
grinciple that "every excise necessarily must
finally f£all uron and be paid by property,
and so may be indirectly a tax upon hrtportyy
but 1f it is reclly 1npeu¢d upon the L v

Leneg ool b Sk coliynent s ‘ Le
or the engaging imn an occu;at on, it will be
considered an o' (31 Am, Jur, 14,
Taxation, Sec, 34, emphasis su;plied) ANd so,
to reiterate, what is baing taxed here is the

purchased from ocut of the country,
§=ﬁ“§§2??§§§bxtxon is in the nature of an
excise tax,

And finding no valid reason for the Supreme
Court mot to apply to MERALCC 1itas ruling in Panay
Electric Co, ve, Collector of Intermal Revenue,
G.R, No, L-6753, July 30, 1988, and Consuelo F.
Borja vs. Collector of Internal Revenue, et al,,
GeR. Mo, L~12134, November 30, 1961, for MERALCO
is similarly situated, just like petitioner herein
Cagayan Electric Power and Light Co,, Inc,, the
High Court raticnalized:

: Panay Electriec Co, soyght exemption

- from payment of a compensating tax on
squipments purchased abroad for use in
its electriec plant, A provision in its
franchise reads:

"Sec, B, " * * Said percentage
shall be due and paysble quarterly
and shall be lieu of alli taxes of any
kind levied, established, cr collected
by any authority whatsoever, now or in
the future, on its pcles, wires, in-
sulators, switchea, transformers and
other structures, installations, con-
ductors, end sccessories, placed in
and over the public streets, avanues,
roads, thoroughfares, squares, bridges,
and other places on its franchise,
from which taxes the grantee is hereby
ex ressly exenpted,* (113 Phil, $70)
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This Court rejected ths exemption scught
by and held that the cited
provision in its franchise exemp)ts from tawa-
tion those rights and rivileges which are not
enjoyed by the public in general but only by
the grantee of a franchise, but do not include
the common right or rivilege of every citizen
to make purchases anywhere; and that we must
bear in wmind the purpose for the imyosition
of compensating tax which as explained in the
report of the PTax Commission is as followa:

“The purnose of this proposal is to
place persons purchasing goods from
dealers doing business in the Fhilippines
on an equal footing,for tax purposes,
with these who purchase goods directly
from without the Fhilippines, Under the
present tax law, the former bear the
burden of the local sales tax because
it is shifted to them as part of the
sslling price demanded by the local mer-
chants, while the latter dov not, The
proposed tax will do away with this in-
eguality and render justice to merchants
and firms of all natiocnalities who are
in legitimate business here, peping taxes
and giving ewmployment to a large number
of pecple.,* (113 Fhil, §71)

Ia petiticner Consuelo P, Borjas,
a grantee of a legislative franchise, also
eclaimed to be free from paying the cumpen-

. sating tax imposed on the materials and eguip-
ment such as wires, insulators, transformers,
conductors, ete. imported from Japan, on the
basis of Sec., 10 of Act Ko, 3636 (Model Elec~
tric Light and Feower Pranchise Act) which haas
been incorporated by reference in her franchise
under aAect No, 3810, Section 10 providess

"The grantee shall pay the scme
taxes as are now or may hercafter be re-
quired by law from other individuals,
copartnerships, private, publie or
quasi public azssoclations, corporations,
or joint-stock companies, on his (its)
real estate, buildings, plants, machi-
nery; and other perscnal property, except
property declared exempt in this sectiocn,
In ecnsideration of the franchise and
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rights hereby granted, the grantee shall
pay into the municipal tyeasury of the
(of each) mumnicijality inm which it is
su; plying electric current to the

public under this franchise, a tax esual
to twe per centum of the gross earnings
from slectric current sold or surplied
under this franchise in said (each)
municipality. Said tax shall be due and
payable quarterly and shall be in lieu
of any and 2ll taxes of any kind, nature
or description levied, established, or
collected by any authority whatsoever,
municipal, provincial or insular, now or
in the future, on its poles, wires, in-
sulators, switches; transformers and
structures, installations, cocnductors,
and accesories, placed in and over and
under all publie propsrty, including
publie streets und highwvays, procvincial
roads, bridges and publiec sguares, and
on ites iranchise, rights, privileges,
receipts, revenues and profits, from
which taxes the grantee is hereby ex-
pressly exenpted.® (113 Phil, 569-570)

The Court applying the ruling in %ﬂjﬂ
2 denied the exemption with the added
statenent that

“Considering, therefore, the fact
that section 190 of the Tax Code is =
sort of an equaliszer, %o place casual
importers, who are not merchants on
egqual footing with established merchants
who pay sales tax on articles imported
by them , . We may conclude that it vase
not the intention of the law to exempt
the paywment cf cumpensating tex on the
persenal roperties im guestion, The
prircicle and legal philesophy under-
lying the impeosition of coupensating tax,
as enunciated in the above case (referring
to Borja), are fundamentally correct,
and no plausible reason is advanced
for their non-application to the case
at bar,” (p. 572, ibid,)

Petitioner claims that thare exists a
difference between pearagraph 9 of its franchise
and the corresponding provisicne of the fran-
chise of and Boria in that in
the latter, unlike in the former, there is no
statement that the grantee is exempt from
“all taxes of vhatsoever nature and vhatsocever
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authority.” 1In addition, petitioner points
out, the franchise of Panay E t and
contains a gualifying phrase, to wit:
placed in and over the puvblic streets,
avenues, roads, thoroughiares, ete.,"

A comparison of the pertinent provisions
mentioned by petiticner and which are suoted
in the preceding pages reveals no substantial
or fundamental Aistinction as to remove pe-
tioner MERALCO from the ambit of the W
iiiigggg_gnd ruling, There may

erences in e phraseclogy used, but
the intent to exen; t the graatee from the

payment only of Hiﬂﬂllix_fﬂ: on its poles,
wirea, transformers, and insulators is
evidently coomocn to the threey withal, in

all the franchises in question there is no
specific mention of exenption of the grantee
from the payment of compensating tax.

Petitioner disputes, however, the apcli-

cability of the gﬁgtiggbﬁ:inclpll to
its case clainming at t should not
blindly follew the doetrine of ggngzgﬂégggggg
and , and that 4a Philippine Trust Co.
et ¢« V3, H'-tlch.llo $% Phil. 33. 3‘. the
Court had occasion tc state: “The rule of
{%3;3 is entitled to respect, Stabi-
ty in aw, particularly 4mn the business

field, is desirable, But idolatrous reve-
rence for precedent, simply as precedent, no
lenger rules, More impeortant than anything

- glse 48 that the court should be right.,” (pp.
18-19, petiticner's brief, L-29587)

But what possible ground gan there be
for deviating from the decisiomns of this
Court in these two cases’! A doctrine hutte
ressed by law, reasom, and logie is not
to be simply brushed aside to suit the conve-
nisnce of a particular party or interest or
to aveid harship to one, As We view this
legal preoblem, noc justification can be found

‘for giving petiticner herein preferential
treatnent by reading intc ita franchise an
exemption from a particular kiand of tax
which s not there, Xf it had been the le-
gislative intent to exempt MERALCO from
paying & tax on the use of imported equip-
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ments, the legislative body could have
easily done so Ly expendiug the rovision
of raragraph 9 and adding tc the exem: tion
such woris &8 "compensscing tex" or “pur-
chages fron abroad for use imn its businese,”
and the like, <e caanct Lynore the Jrine
cinle that express mention in a statute of
one execption precludes reading others int:o
it. (!hl!‘d Ve, ".ﬂr‘. Roebuck & Co.. 122
Conm. 183, 193, 188 1. 269)

Inasmuch as tha provisicn Ipn the frenchise
of MERALCO exemyting 1t from all taves and assess—

ments of whatscever nature, and oy vhatsoever au=

thority upon 4ts privileges, ear.lngs, incoms,
franchiase, and poles, wires, travsfogners, and

insulators, except the franchise Lex, is s wmilar
to, if mot axactly the same as, the _rovisicn inm
thc'franchlne of petitivaner Cagayam Elecirie Fowsr
and Light Co,., Inc., we find no cou2ut and valid
reascn to modify, much less decart from the con-
clusion reached by the Supreme Court in MERALOUL,
as excressed in the above=gquoted opinicn of the
High Court theire, and the same should resolve the
identical preblem now brought bafore us a= to
whether petitioner herein is exempt from payoent
of ccmpensating tamx on electrica) transformors,
relays, moeters, switches, switch gears and arresters
imported by it for use in tﬁ- oparation of its
elegtric light, heat &ud power systen,
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Petitioner wculd find comfort, however, in the
phrase, “"Provided, That the said franchise tax of
three per centum of the gross earnings shall be
in lieu of all taxes and assessments of whatever
authority® found in its franchise, arguing that
said !ranchlyc tax compounds of consmutes all other
taxes payable by it, Petitioner misses the poiat,
Without in the least attimptinq to res.lve in these
proceedings whether such clause or proviasion in a
franchise has the el fect of commuting, for the
franchise tax, all cther taxes otherwise payable by
the grantee, it will be noted that, inscofar as the
franchise of petitioner is concerned, in its textual
completeness, “"the said franchise tax of three per
gentym of the greoss earnings shall be in lieu of all
taxes and assessments 0f wvhatever authority upon
privileges, caruings, imcome, franchise, snd poles,
wtri;. tranaformers, and imsulators of the grantee
is hereby exempted." The franchise tax of three
per cent is not expressly, or impliedly declared,
as slready explained by the Supreme Court above in
MERALCO, to stand for or be im lieu of all other
taxes. The phrase “in lieu of all taxes and aaness;
ments of vhatever autlority”, as the Supreme Court
stated im MERALCO, cited above, is limited to taxes

and assesswments "upon privileges, earnings, income,
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frenchise” and with regards to "poles, wires,
transformers, and insulators”, the exewption is
enly from paywent of property tax, To say, there-
fore, that the franchise tax imycsed in petitioner's
franchise is a “"comutative tax" because it is in
lisu of all other taxes, is tc ignore the unmis-
takable m=aning of‘ﬁlain words, Consequently, it
eah never be sald that the exesplion ¢lause in

the iranchise of petitioner is but a "substituted
method of taxation"” and the payment of a specified
portion Df’itn gross income represents a commuta-
tiom of all the taxes petiticner would cotherwise
have to pay,

The net result is that petitioner Cagyayan
Electric Power and Light Co,, Inc,, is not axempt,
under its franchise, from payment of the compen-
sating tax on varisus slec.ric tranafurm-rs; elgce-
trie meters, switches, awitch gears, arresters
and electirical relays imported by it for ite own
use as electric utility ecmpany, Accordingly,
its elaim for refund of compensating tax paid on
the importations of thesa articles has to bhe, aa
it is hereby denied,

WHERAFPURE, we find no merit in the Fetition
for Review and the same is heraby dismissed at

petitioners costs.
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80 URUERED,
tuezon City, Decewmber 13, 1378,
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Acting Prestding Judge
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