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This is an appeal from two (2) decisions of the
respondent, Collector (now Commissicner) of Internal

'Revenue, assessing sgainst and demanding from the pe-

titienex, mtmily’ the amcunts of k0,508,70 end
$3,956. %0, or a total sum of #9,496.90, as specific
tax os alcohol uhquuy\lut theu rectification anu
handling of alxeady rectliiisd alcohel, In pursusnce of
Section 129 of the Natienal Internal Revenue Code, as
amended by Section b of hepublic /st Ne. 166,

The petitienex, La Teandefla, Inc., & coxrperstien
duly axganized and existing under the laws of the Phile
ippines, is engaged, anong othexr activities, in the
business of manufascturing wines and liguors., It used
as basic rawm materisal, in the menufasctupe of Lt pro-
duets, slcohol that was already pectified through the
process of “criginal snd centinuous distillation® and
which wus purchased from sugar centrals, principally
froa the Centrel Azucarera Don Pedro in Nasughu, Be=
tangas, The alcohol purchased from these sugar ceatrals
had been removed therefrem without prepayment of specific
tax, but was covered by joint bends sxecuted by the
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said centrals and the herein petitioner and approved
by the respondent, pursusnt to Section 129 of the Tax
Code, The joint bonds were conditioned upon the future
payment by the rectifier (the petitioner) of the spe-
cific tax that may be due on any finished product It
aanufactures,

The alsohol purchased from the sugar ceatrals was
further rectified by the petitioner in oxder te produse
high quality products te meet the growing competition
in the liguer market. For many years, it has been rec-
tifying the alcohol purchased from these sugar ceatrals
by the use of an apparetus which it called "rectifying
column,” or through a physical process of rectification.
The use of these processes of rectification was however
discontinued by the petitioner on August 17, 1956, or »
fow days before Republic Act No. 1608 took effect on
August 23, 1956, Iwt rectified alcohol purchased after
August 23, 1996 was re-pectified by the petitionex by
& process which it called the “carben treatment,® or &
process of rectification wherein chemicals are used.

The alcohol which was re-rectified either before oz after
August 23, 1956 was placed {n wooden barrels and cemented
tanks stored inside the petitioner's distillery compound
for the purpose of aging. The stering of alecohel in
wooden (oak) barrels is & natural process in the dis-
tillation of xum.

On August 24, 1956, the day after the effectivity
of Republic Act Ne., 1608, the respondent,through his re-~
presentatives, condusted a stocktaking to detepmine the
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smount of alcehol the petitioner had La steck, Gn
Pebruary 13, 1907, the pespeadent, theough his ageats,
sonducted anotiier slocktasing of Lhe petitioner's ale
eohol and ascertained a loss of 7,941 peoof liters on
zestified alcohol (Exhs, 1 & 2, pps 2=4, BIL xec.;. ‘
This loss was appaveatly incurred during the peried
botween the two stocktasings, Laatl 1s, from August 24,
1996 to February 15, 1957, On the basis of this finding,
the sespondent, on August 19, 1957, assessed and Jdeaandad
frem the petitivner the paymeant of +5,550,70, representing
spesific taxes compuiéd at #U.T0 per pxoof liter of al-
sohol lest on asscount of rectiflication and handling ia-
eldent to further rectiflcation of alseady rectitied ale
sohol (Exh, §).

The petilloner, on septembex 8§, 1957 (kxh, G}y pro=
tosted against the cssesament on the ground Lhat tae fus=
ther re-yectification oi said alcohel teok place prior
%0 August 23, 1906, the date hopublic Act hoe lOUE took
effest. The protest was, however, denied by the respon=-
dent In a letter dated September 23, 1907 (Bxh, L), and
sesetived by petitioner on September 30,1957, On Uotebes
4, 1957 the petitioner filed a Tequest for the reconsi-
depation (Exh, &) of the said puling, which request was
however denied by the respondent, in @ letter dated Nove
embex 28, 1907 (Exh, ¥) and preceived by the forumer on
December 13, 1957,

Meanwhile, on September lU, 1¥57, the respondent's
agents conducted another stecktaking of the petitioner's
alocohel in which It was ascertalned that during the pericc
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from February 13, 1957 te September 10, 1957, another
5,626 proof liters of rectiffed alcohol were lost,
similarly, on ascount eof rectification and handling
(Exhs, 3 & 4, pp, 22-24, BIR rec.), Based on the find~
ings of his agents, the respondent, on October 9, 1967,
assessed and demanded from the petitioner the payment
of the sum of #3,938,20 as specific tax computed at the
rate of #0,70 per proof liter of re-rectified alcohol
lost (Exh. G). The petitioner disputed the last men-
tioned assessment In his letter dated Cctober 24, 1957
(Exh. H) on theground)that the alechel lost in the peo- —
cess of re-vrectification I» exempt from specific tax.
However, the respondent denied the protest in a letter
dated November 25, 1957 (Exh, 1), stating, among others,
that Section 129 of the Tax Code,as amended by Sectieon
S of Republic Act No, 1608, impeses specific tax on
losses from rectification end handling in the further
sectification of already rectified alcohel, This last
named letter was received by the petitioner on December
A3, 1957,

Not satisfied with the decisions eof the respendent
in connection with the twe aforementioned disputed tax
assessments, the petitionez, on January 8, 1938, filed
its "Petition for Review" with this Court, As a special
defense in his answer, the respeondent raised the incie
dental issue of jurisdistion of this Court inseofar as
it concerns his decision on the disputed assessment
holding petitionexr liable for the payment of the sum
of #5,508,70,
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The issues raised by the parties may be summarized
es followss

s 5 SRSSE,22,28, 40 St b st

B e 10, e

sua of #3,508,70; and :

2, Whether or not the petitioner is liable
for the specific tax covered by the two assess~
ments.

With reference te the firvst issue, the respondent
contends that the instant appeal insofar as it affects
the first named sssessament of £95,558,70 was net season~
ably filed and thus Is net within the jurisdictien of
this Court. He argues that the thisty-day period within
which te sppeal te this Court under Section 11 of Re~
public Act Ne, 1129 should be counted from September 4,
1967, the day the petitisner received the respendent's
decision, and that, counting fyom that date to the time
the petition fer review was filed on January 8,1998, more
than thirty (30) days have elapied,

We find the respeondent's sontention net well taken,
The letter of the respondent of August 15, 1957 was an
assessment of speciffic taxes In the sum of #5,508.70,
allegedly due the government, The assessaent was dis-
puted by the petitioner In his letter dated September 9,
1957, Hence, the decision of the respendent on the saild
disputed assessment 1s centained in his letter dated
September 23, 1987, and received by the petiticner on
Septembey 30, 1957, It is this letter-deg¢ision which
is appealable te this Court pursuant to Sections 7 and

11 of Republic Act Ne, 1122,
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: 2 x x. Where & ta questions an
asgesgment anc asks the Co tor Lo recon=
sider or cancel the same because he (the taxe
) believes he is not liable thewefer,
assessment becomes & ‘disputed assess-
:‘a.“‘um’ i e o St s
can ax
:ro ulyummmdthmumﬂ
cstais siek pies (1) on. I3 Bopen
acc par e
Act No. 1128, confes am’u llate jurssdice
tmmth.cmt-l als to review
of she u:u‘rm Internal lu-“
venue cases invelving assSessmen
X X x“'{whuu ’

'rh- i1od for appeal to the respondent
tm cawe must, therefore, be come
ﬁ-n the time petitlioners xeceived the
deciston of the Collector of Ine
texnal Revanue on disputed sssessment,
and not frem the time they:received safd as-
sessment,” (5¢, Stephen's Assosiation et al,
vs, Collector of Intesnal Kevenue, G.R. Neo.
L-11238, August 21. 1958, )
Consequently, the thirty~dey peried within which te ¥p-
peal te this Court, pursusnt to said Section 1l stazted
to run frem September 30, 1957, but the same was n»mo_d
on Ostober 4, 1957 upon the filing of the petftisnes’s ~
zequest for reconsiderstion. (Thomson Shirts Factery
(Aaron Go & Co,) vs, The Cellestar of Int, Aev,, C.T.A,
Me. 377, Uctober 15, 1998, giting Aufine Lepex & Sens
v, Couzt of Tax Appeals, O.R. No, L-9274, February },
l"" Genzalo P, Nava vs, Coum, of Int. Rev., C.T.A.
Ne, 568, Cotober 6, 1958 and Dy Peh, and/er Victory Rube
berx Mig, vs, Collector of Int, Rev,, C.T.A, Mo, 531,
Cotobexr 30,1998 both giting Muller & FPhipps, Manile, Ltd,
Ve Collectoxr of Int, Rev,, G,R, No, L=-10694, March 20,
1988,) The respondent having denied the request for re-

sonsideration, the period te sppeal resumed te run on
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PDecember 18, 1958, when the petitioner received said
denial. The reglementary period was then interzupted
only upon the filing of the instant petition for re-
view on Januazxy 8, 1958, All in all thexefore, thi
petitioner used a total of 25 days eut of the thirty
(30) days allowed by law within which to appeal to
this Court. The appeal having been sessenably filed,
it follows that this Court has jurisdiction over the
same,

We will now preceed to determine the remaining
issue as to whether or neot the petitioner is liable
for the specific tax assessments in question., This
issue ultimately boils down te the question ef whether
ex not the aleohol In question was lost through recti-
fication and hendling incident to the re-yectification
of alyeady rectified alcohel. The law involved in this
case is found iIn Seetions 124, 129 and 133 of the Re=
venue Code, as amended by Republiec Act Ne, 1608, which
provide as follows:

().
ahul be paid by the amanue-
producer, owner, or person having
puuuhn of the ma and, except as othex~

iutunt

wise especiall such taxes shall be
paid immediately rntm removal fraom the
place of preduction,”

Sete 129,
- Spir regu
way removed frem the place of than'
mlatur- to some other establishment foxr
the purpese of pectification without the
prepayment of the specific tax, provided the
A88~
s e with
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Cellector of Internal Revenue their joint
bond conditioned usn the futupre t by
the rectifier of specific tan that ma

b due on any finished product; x x X M

amended by sec, B, R.A, Neo, 1608)" (Eaw
phasis supplied,) .

e o A e sy
s On dis spirits s

ted subject to the provisions eof
mtm one hundred and twenty-elght of this
Act, exsept as hereimafter provided, spesifis
taxes as follows:

(a) If produced fzem sap of the am.
ceconut, cassava, camote, or buri
from the juice, syzup, .:gudmcm.
per proof liter, seventy

~ (») 1f w from any vther meterials,
per proef 11 ten pesos.
*This tax shall be propoztionally in-
creased for any strength of the spirits texed
over proef spirits,

'Distilled spirits®, as here used, in-
clude all substances known as sthyl aleelel,
m‘m oxide of ethyl, or spirits of wines,
h are commenly produced the ferment~
ation snd uhumt distilletion of grain,
atmh. ma.hui. er sugar, or of some syswup
lng all am&m or mixturesy
und tax shall attach to this substance
a8 uw a8 it {8 in existence as such, whether
it be subsecuently separated as puze ox La~
pure spirits, or be immediately ox at sny sub-
soquent tiae transfezmed jate any othar sub-
:mm o8 either mh"“”: of ox me
or oy subse PROGESS,
by 8oc. 7, Reh. No. 1608.)

'Pznf spivits' is liquer contain

t LtlvomulMMIﬁlnm u
gravity o mandred and
© thirtye-nine ten-thousandths at fiiteen de-

grees uamo. A proof litexr means a liter
of preof its,* ,
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The petitioner contends that the losses, subject
of the assessments In question, are not lesses incurred
in further rectifisation after Republis Act Ne, 1608
took effect on August 23, 19566,

We find the petitioner's contention not meri-
torieus. There is evidence on recexd, that, uthmeh‘
the petitioner stopped u-mtuym.' hy the use of
physical process, previously rectifled alcohel on August
17, 1996, which date was six (6) days prior te the ef-
fectivity of Republic Act Ne, 1608, nevertheless it
further rectified the alpeady rectified alcohol pure
chased after that date by the use of s chemical process
which 1t called the “carbon treatment,” Under this latter
process of pestiffication, we presume that carben, which
is a chemical substangce, was mixed with or added to the
alcohel and then filtered out for the purpese of remove
ing the impurities from the alsehel te precduce 3 higher
quality predust of alcohol.

There is "rectification” when carben is added te
gather certain substances and then filtered cut (Pasrett
& Co. Vo Usbe, 156 F 23 943, at 946), This is erdinarily
sccomplished by mixing eriginal distillate with other sube
stances resulting in each instance & product different
frem the eriginal product (Austin, Nishols & Ce., V. U.5,,
87 F Supp. 766, at 767), After subjecting the alcehel te
this tzeatzent, the alcohel 1s then plased in wooden bape
zels and cemented tanks foxr aging, which, in our opinion,
§s & part of the process of rectification (see Parrott &
Co. v, UsS., Supra, ot pp. 944, 947), There is ne doubt,
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therefore, that the precess adopted by the petitioner
subsequent to August 23, 1956 was In further rectifi-
cation of unnyahlmhmd from the sugar centrals,

horeover, the term “"further re-pectified" in said
section 199 not distinguish between rectifications
through ical process and thyrough the chemical
prosess,  then the law, by its terms, does net distine
guish one process of rectification from another, we
should not make amy distinction,| Ubi Jex nen distineuis,
08¢ Dok SASLINGUErS SeDSNUS. / Both processes of rectifi-
sation, the physical and the chemical, are, we believe,
within the centespletion of Section 129 of the Tax Gode.)

The petitioner furthermere contends that the lesses
in alecohel wexe due to evaporation as & consequence of
ite velatile nature during its storage and not due te
further zectification and handling. It alse w
thet Section 129 of the Tax Gode mtm«dtoup/o;m-l/
6ifis tex enly en alechol lest in further restification
and excluded the losses due to evaporation, stovage and
other unavoidable causes. And it I claimed that the
rectified aleohol stomped in ite distillexy for the pur-
pose of aging was under lock and key and was net touched
by anybody so that the losses 1in the stozed alecohol were
simply due te evaperation., Coensequently, it (s urged ,/
that the loss, waich was due to evaporation, was an
unavoidable zesult in the process of manuiscture and
is allowed under Sestion 150 of the Tax Code which autho-
zizes & reasocnable allowance for unaveidable less in
manufascture, and under Revenue Regulations which allow

. 56
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2% of loss in compounding and L loss in stock Mws.
It 1e prebable that the losses in alcehel were
mtlvim to evaparation while they were plaged n
storage fer the purpese of aging, lHowever, we arve ‘of
the belief that the plasing of reepectified alcobol
in storage fex purposes of aging is still a paxt oﬂ/;
the process of tyttﬂuﬂm (see Parrzott & Geo. v, U,
supgs). Hence, ‘it can readily snd vessonably be cone /
cluded that the losses In alecoshol by the natural precess
of evzperation were incident to ths fuzther reerectifi-
cation of already rectified alcohol, Part of the losses
may also have occurred In the course ef the handling eof
the alecohol by the l=povers of thw petitioner during the
sompounding thereof, In either or both cases, we delieve
that the loss (» one that srises from or in the course
of "pectifisation and handling® fer which the law allows
ao deductions and tn fact requires that “the rectifier

thereof shall pay the speciflc tax due on such losses®

(su;/in. “ax c.m);] |

The proviso in Section 129 disallowing lesses ine
sident to the further re-regtifigation of already pecti=-
fied alcoholror in the handling thereef during such peried,
which was a2dded Dy llepublie Agt Ne., 1608, was intended to
"guph the abuse of the privilege granted under pgesent
;twhim‘ {then) aliowing rectifier to receive spisiie
under bond and to pay the lpt:ﬁific tax on the finished
mt.']:iﬂ Explanatory Note, 1,8, No, S8CE, Con=
greseianal ilecord, lHouse of aepiey Ard Loingee Third Spe~
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¢ial Session, Vel., 11, Ne. 3, p. ¥H4,) Since one
of the general aims of the amendatery asst is the “cer~
relation of sections affected with the preposed amend~
ments (Ibid.), Section 133 of the Tax Code, which was
similarly amended, and section 129 of the same Code
should, therefore, be correlisted and construed sccord-
ingly.

Section 133 was auended 80 a8 to restore definitely
"the time when the specific tax shall be sttached te the
distilled spirits” and the "purpese (of the amendment)
is to erase all doubts as to the accrual of the specifis
tex on distilled spirits® (Coagressionsl Aesord, Supga).
The insertion of the amendatory provision fixed the time
when the speciiic tax attaches te alcohel or distilled
spirits, that £s, “as soon as it is in existence as sush.
whether {t be subsequently separated as pure or impure
spirits, or be immediately or at any subsequent time
tramlw inte any other substance efither in precess
of oxriginal production or by any subsequent precess,”
And pursusnt to the genersl provisien, the specific tax
which attached te the distilled spirits must necessarily
be paild Lmuediately before remeval from the place of preo-
duction ynless othezwise snpeciallv allowed. (Section 124,
Revenue Gﬂ-.a |

Sestion 129 1s the prevision in the Tax Code which
ellows the removal of distilled spirits without the pre~
payment of specific tax, llewsver, the remeval of the
8lcohol must be fer the purpose of rectificetion snd that
8 joint bond be filled by the distillex and the rectiffer,
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conditioned upen the future payment by the latter of
the specific tex that may be due on any finished proe-
duct, In effect, the payment of the tax i{s merely pest-
poned until the rectification 5o completed, st which
time the specific tex due shall be determined en the
quentity of the distilled spirits constituting the
finished products (La Tondefia, Ine, v. Acting Collector
of Inte Rovey CoToAs Hes 393, September 30, 1958), Howe
ever, said Section 129 must be enforeed in such manner
as to attain the legisletive intent, which Is to aveid

the reduction of the ameunt of the specific tax which \

should have been paid, had ths tax been paid at the time
of removal ss ordinarily requived, |
X Before the smendment of Section 129, the payment
of specific tax en alcohol or distilled spirits removed
under bond was based on such aleshel or distilled spirits
as & finished product, and losses incurred by evaporation
in the process of transfexmetion of spirits tnte eny other
substance either in the process of ,llﬂtatl production op
by any subsaquent process was allowed, (La Tondefia, Inc, v,
/Gollestox of Int. Rev., G.T.A. Ne, 99, Decaber 7, 1998,)
However, the sleaxr legislative intent In amending this
provision 18, in our epinien, to impese the specific tex
not only en the algohol or distilled spirits as fintshed
product .hut also on those alcohol or distilled spirits
which were lost incident %o further re-pestifisation., 1In
other words, the law now, fn letter and spirit, luposes /
the specific tax on the finished product, iIncluding losses
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attendant to its manufacture, as long as the alsohel
or distilled spirits used as raw materials weze Sib~
Ji:hd Lo further re-vectificetion. Therefone, the (
only remaining privilege ef the rectifier grented by
Section 129 1s the postponement of the paveent of m'
specific tax to a future date, that is, when the pae~
duct s finally manufactured. GConsequently, when the
distilled spirits are lost fn any manner before such
manufacture, the rectiffer s liable to the payment of
gpeciiis tax on such losses, The provision may be taken
as having impliedly withdrawn the previous privilege
granted to rectifilers allowing them certain percentage
of losses Incident to r;ciuuatm. compounding and
nnmm:] '

FOR THE FORECGOING CONS IDERATIONS , the decisiens
appealed from aye heredby effirmed, With costs against
petitioner,

 $0 CRDERED,

Manila, March 23,1959,

I resexrve my vote,

sl WNE . ¢
AGgoclate Judge
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