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®EPUBLIC ni THE PHILIPPINNG
GOURT OF TAX APPEALS

MANDA _
oo ¢
PHILIPPINE ACE LINES, INC.,
' Petitioner, Y(a \
\}\ C.T.A.
e VeTSUS o CASES MOS, 964

& 984

COMMISS IONER OF iNT ERNAL
REVENUE and COMMISSIOMER

OF CUST'MS,
Respondents.

R = = - = = = i = K

DECISION

The respendent Commissioner of Internal Revenue as~
sessed aqains't the petiticner the sums of #3304, 428,00,
256 , 275,00, 499 ,948,10, and P305,073,47 as compensate
ing tax on four ocean guing carge vessels, M3 "YAKAL®,
MS "MARRA®, MS *TIMDALO® and MS “MOLAVE®, resnectively,
which were all acqu.trﬂ:" by petitioner frem the Repara-
tions Commission in 19%9 and 1960, Petitioner contest-
ed the a-saﬁssmnnts on the ground that the legal title
and ownership of the éaid vessels have been ntainnd by
the Reparations Commission which under the law is exempt
from taxe The Commissioner of Internal Revenue refused
to reconsider the assessments and threatened to colloét
the tax by distraint and levy. Petitioner has apnealeds

“hile the case was pending trial, petitioner sought
to enjein the collection of the tax. After hearinrg,
writs of preliminary injunction were issued in the above-
entitled cases upon the filing of surety bonds to guarane
tee payment of the aforesaid amounts. (3ee Resolution
dated MNovember 8, 1960 in C.T.A. les 964 and Pesolutien
dated December 9, 1960 in C.T.A. Ne. 984, ) |
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In the meantime, Congress enacted Republic Act Meo.
3079, effective June 17, 1961, which amended Renublic
Act No, 1789 and providing for exemption from compensat-
ing tax of reparations goods a¢quired from the Reparae
tions Commission, Claiming that the exemptiom provided
in the new law applies to the vessels acquired by if in
1959 and 1960, petitioner filed a "Sumplement to Petl.
tion for Review" in each of the above-entitled cases.

The scle issue presented for our consideration is
whether or not petitioner is liable for the compensate
ing tax on the four ocean going vessels in question,
Petitioner claims that it is not liable on the grounds
that said vessels are stdl]l owned by the Reparations
Commission and that, assuming that it was liable theree
for under Section 190 of the Watienal Internal Revenue
Code, in relation to Section 14 of Republic Act Me. 1789
bafore its anundnentlfit is now exempt from said tax
by virtue of Section 20 of Republic Act No. 3079 in
relation to Sactiﬁn.14 of Republic Act No. 1789, a5 2=
. mendeds On the other hand, respondent claims that peti-
tioner is liable and that the latter’s liability is not
affected by the exemntion provision of the new law,

Section 190 of the Revenue Code providest

liprines, who ase or receive from
without the Phi any ¢ ities,
goods, wares, or merchandise, excepting
those gsubject to specific taxes under Title
IV of this Code, shall pay on the total value
thereof at the time they are received by such
persons, including freight, postage, insure

*Secs 190, Emini.nnm_nn-- All
rsons residing oing business in the
lfppinls
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ance, ecommission and all similar charges,

a compensating tax equivalent to the pere

centage taxes imposed under this Title

on original transactions effected by mer-

chants, importers, or manufacturers, suech

tax to be paid before the withdrawal or

removal of sald commoditias, goods, wares,

or merchandise from the customhouse, or

the post office. x x x.,*

It {s contended on behalf of petitioner that *the
foregoing provision contemplates purchases and receipts
of goods or merchandise from abroad where the title or
ownership of the goods or merchandise so received is
vested absélutely or transferred teo the purchaser or re-
cipient unconditionally.” And since title to the said
vessels 1is retained by the Reparations Commissicn until
the whole purchase price-shall have been paid (the pur-
chase price of each vessel is payable in annual equal ine
stallments for a period of twenty years ), it is not liae
ble for the tax. '

The law Iimposes the compensating tax upon e¢ommodi-
ties, goods, wares or merchandise, exceot those specie.
fically exempted, purchaged or zeceived from without the
Philippines. There is nothing in the law which requires
that for the tax to scerue it is essential that absolute
title to the property so imported or received from abroad
be transferred from the person from whom it was acquired
to the nerson who purchasdd or received it, It is enough
for a person to be subject to the compensating tax that
he purchased or received a taxable article from without
the Philippines. (Cantilan Lumber Co, v. Coll. of Int. Rev.,

G.T.A. No. 269, Aug. 12, 1958, reversed on another ground
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in G. Ne lNo, Le14373, Oct. 31, 1960, ) To accept the
correctness of petitioner's theory would nullify the pure
pese of the law in imposing the compensating tax on all
articles imported or reeeived frm'ubrnad for use in the
Philippines, Goods could be imported from abroad under
an arrangement whereby the purchase price shall be ;iay-
able by installment, title to the goods remaining in the s
foreign supplier until the whole purchase price is paid,
and thereby escape pumnt of the cmnsatinq tax, 1In
such a situation, the Government wauld be at the mercy
of scheming taxrayers. "e are, therefore, of the opinien
that a person who receives goods from abroad for use in
the Philippires, except those specifically exemoted by
law, is subject tc the compensating tax whether or neot
he has absclute title to the goods at the time of import-
ation, '

In this case, it is admitted.

‘That- the abovementioned vessels were
progsured by the Reparations Commission for
the end-use of the petiticner from Japan un-

der the Phi ims-J&n-u mparltim-
Mumnt of y 9, :

L..tad June 2, 1952 p:gn 01, CoT.A
. records in C.T.A. H-:a. %4: erscoring supe ,
plied, )

There is, therefere, no question that the said vessels

were delivered by the Reparations Commission to petition |

er in Japan and that they were sent to and were received

by petitioner in the Philippines for its use, Undoubted-

ly, said vessels are subject to the cnmmnntir;g tax

and petitioner is liable therefor under Section 190 eof
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the Revenue Code for having purchased and iocoivod the
same from without the Philippines for its own use. The
fact that the vessels were registered in the Bureau of
Cugstoms in the name of the Reparations Commission as
owner by virtue of the "Contract of Conditional Purchase
and 52le of Reparations Goods®™ entered into b-twnon.tho
Reparations Commission and petiticner does not affect the
| taxability of the vessels.

Put it is contended that under Section 14 of Repub-
lic Act No. 1789, as amended by Republic Act No. 3079,
in relation to Section 20 of the latter Act, petitioner
is entitled to exemption from the compensating tax in
resmect to said vesselse On the other hand, rosﬁondont
contends that the exemntion from compensating tax of goods
acquired from the Reparations Commigsion prior to the
enactment of Republic Act Mo, 3079 has not been clearly
defined, unlike the exemption of goods acquired from the
Reparations Commiss ion after the effeectivity of said Act:
and since exemptions from taxation are always strietly
construed, it must be presumed that Congress did' not ine
tend to exempt from taxation rnpnfafiana goods acquired
by end<users before the anproval of said Act. |

Section 14 of Republic Act No, 1789, before itﬂ
amendment by Republic Act Ne. 3079, reeds as followss

Sec. W" All ree

2;::§i::‘txlnp: frn: the pnv:::tq::‘:T:.nt

duties, fees and taxes. Reparations goods

obtained h}r::rivati parties shall be ex=

empt only the payment of customs
duties, consular fees and the special ime

l” “'"“ ) 5 0
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pnrl: tax.
The same section, 2s amended by Republic Act Ne, 3079,

readst

Jec. 14, %mmmg_{?n_uh- All
reparations goods obtained by the governe

ment shall be exemnt from the payment of
all duties, fees and taxes. HReparations
goods obtained by nrivate narties shall be
exempt from the payment of customs duties,

Ltax, consular fees and the
specia ort tox.  (As amended by Rep.
Act Mo. 30793 emphasis supplied.)

And Section 20 of Republic Act No, 3079 provides that

sald Act shall take effect upon its approval (om June 17,
1961), excent certain provisions thereof which were snecie
fically made applicable to transactions effected prior
thereto under the conditions laid down in said section,
For convenience, Section 20 of sajid Act is quoted below

in fulls

*5ec, ., This Act shall take effect
upon its approval, except that the amend-
ment conteined in Section seven hereof re-
lating to the requirements for procurement
orders including the requirement of down
payment by private asplicant endeusers shall
not apply to procursment orders already duly

_ issued and verified at the time of the pase
sage of this amendatory Act, and excent fur-
ther that the amendment contained in Section
ten relating to the insurance of the reparae.
tions goods by the endeusers upon delivery
shall apply also teo goods covered by contracts
already entered inte by the Commission and the
end-user prior to the apnroval of this amende
atory Act as well as goods already delivered
to end-user, and exceot further that
the ts contained in Sections eleven
and twelve herecf relating to the temms of
installvent payiients on ¢apital goods dise
posed of to private narties, and the axecu=-
tion of a perfommance bond before delivery
of reparations goods, shall not apply to cone
tracts for the utilization of reparations
goods already entered into by the Commission
and the end.users prior to the apnroval of

51
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this anendatory Acts dgd, That any end-
user may apply for the renovation of his
utilization contract with the Commission in
order to avail of any provision of this
amendatory Act which is more favorable to ‘
an applicant end.user than has heretofore
been grantad in like manner and to the

game extent as an endeuser filing his ape
plication after the approval of this amend-
satory Act, and the Commission may agree to
such renovation on condition that the end-
user shall voluntarily assume all the new
ohl:l.gatians provided lor in this mendatory
Acte.

-

From the above quoted provisions of law, it ape
pears that goods acquired by private parties from the
Reparations Commission prior to the effectivity of Repube
lic Act Mo, 3079 were subject to the compensating tax and
that goods aequired thagFafter are exenmpt from said tax.
Howaver, with resnect to goods scquired prior to the ape
proval of siid Act, Section 20 thereof proviﬂasqthat any
private narty arcnﬂéucerlnly apply for the renovation of
his utilization contract with the Reparations Commission
in crder to avail himself of any previsien of said Act
which is marn.favurablu to him than has heretofore been |
granted *in like menner and te the same exient as an end-
user filing his application after the approval of this
amendatory Act.® And the Reparations Commission is
authorized to agree to such renovation ®"on condition
that the end-user shall voluntarily assume all the new
obligations provided for in this nQindntory Acte”

Section 20 of Republic Act No. 3079 makes the provie.

sions thereof favoerable to¢ endeusers, among which is the

ngﬁ:mptiun.frnn compensating tax, applic¢able to transaca

tions effected prior to its approval, provided that (1)
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the end-user applies for removation of his utilization

B e

contract with the Rnpar;tions Commigssion and (2 ) the ap-
plicant end-user voluntarily assumes all the new obligae
e

tions provided for in said Acte

The svidence shows that herein petitioner applied
for the renovation of its utilization contracts covering
the four ocean geing vessels in question; that the Reparse
tions Commissions agreed to the renovation of said cona
tracts; and that the renovated coentraets contain provie
sions favorable to the applicant as authorized in the
law and the assumption by the applicant of zll the new
oblinations provided in the amendatory Act. The followe
ing provisions appear in the removated contractss

*HEREAS, under the aforesaid Republie
Act 2079 there are provisions therein more
favorabhle to an end-ugser than as hereintoe
fore been aranted, to wits -

The provision that in the
case of vessels the procurement
cost thereof shall be paid withe
in the period provided for hy
Republic Act Mo, 1407 which, as
adonted by the Commission is
20 years; the provision of Sec.
14 thereof which provides,
among others, that Reparations
goods obtained by private parties
shall be exempt from, among
others, the payment of the come
pensating tax; the provision
giving an end<user right to
select 2 qualified insurance com-
pany for the purnose of posting
the requisite insurance coverajga.

*WHEREAS, under the provision of said
S5ection 20 of the law above referred to
herein Conditional Vender may aoree to
such renovation on condition that the end-
user shall voluntarily assume all the new
ebligations provided for in the amendatory
act (Rep. Act No. 3079 );
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Voiin et valedily semuesd i1 the

.new obligations re red to be assumed

in the Amendatory Act and has otherwise

complied with the requirements for the

Conditional Venders X X et

The Govermment does not deny the fact that petition-
er has complied with all the requirements of law in order
that it may avail itself of all the favorable provisions
granted in Republic Act Ne, 3079, It is, however, cone
tended that the favorable provisions mentioned in Section
20 of said Act which may be avidiled of by an applicant
for renovation of his utilization contract with the
n.paratibns Commission deo not include exemption from come
pensating tax because su;ﬁ exemntion is not exnressly
stated in the law., In providing that the favorable provi-
sions of Republic Act No. 3079 shall be available to ap-
plicants for renovation of their utilization contracts,
on condition that said applicants shall voluntarily as-
sume all the new obligations provided in the new law,
the law intends to place persons who acquired reparations
goods before the enactment of the amendatory Act on the
same footing as those who acquire reparations goods
after its enactment. This is s¢ because of the provie
sion that once an application fer renovation of a utiliza-
tion contract has been approqu. the favorable provisions
of said Agt shall be available to the applicant *in like
manner and to the same extent as an endeuser filina his

aoplication after the aporoval of this amendatory Aect.”
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To deny exemntion from compenssting tax to one whose
utilization contract has becn renovated, while granting
the exemntion to one who files an application for scquie
sition of reparations qoods after the approval of the

new law, would be contrary to the express mandate of the

law that they both be subject to the same ohligations

and that they both enjoy the same privileges in like mane
ner and to the same extente It would be a menifest disge
tortion of the literal meaning and purpose of the law,

FOR THE FOREGOING CONSIDERATIONS, the decisi ons
appealed from in both cases are hereby reversed, AcCe
cordingly, the surety bonds filed by petitioner to guaran-
tee payment of the tax in question are ordered cancelled,
No pronouncement as to costs.

S0 ORDERED,

Manila, January 25, 19€3.
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Associate Judge

WE CONCURS

‘;i!iiiié§EA5§gi
Presiding Judge

¢ Judge
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