

















DECISION

CTA AC NO. 89

Page 7 of 22
Year 2000-2004 P95,097,013.16
Year 2005 P15,2¢ ° 199.58
-1 1, 20C lg. 31, F 861 57.15
2006
For VGPC:
Year 2000-2004 P170,772,960.10
Year 2005 P 21,804,805.15
Year 2006 P 21,902,266.04

2. Pay applicable interests and
surch -ges that accrued from the time of
their assessir 1t until fully paid.

R™ER

In the assai 1 Resolution da- 1 February 9, 2012,
pe tioners’ Mc ion or Reconsideration was denied.

Aggrieved, petitioners filed - 1e instant Petition For
Review?® on March 15, 2012, raising the following issues?
for the resolution of the Court:

I. The RTC grossly erred when it ruled
that Petitioners cannot invoke the
privi ; of the EPIRA. The EPIRA is
applicable because (@) it was the governing
law at the time the Assessments were
issued and during the period from its
effectivity on June 26, 2001 to 2006
covered by the Assessments; and (b) even
before 1e passage of the EPIRA, the
construction and operation of power plants
did not require any franchise.

II. The RTC’s finding that Petitioners
assumed PNOC-EDC's obligations under the
Geothermal Service Contract is clearly
misplaced, unfounded and inaccurate -/

27 Annex “B”, Petition for Review, docket, pp. 80 to 82.
28 Docket, pp. 5 to 70.
29 Assignment of Errors, Petition for Review, docket, pp. 25 to 26.
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the case of National Power Corporation vs.

Cabanatuan,®® in which the Sug

(I)n its specific sense, a franchise
may re - to a general or prim vy
ft 1chise, or to a specic or secondary
fi 1chise. The >rmer relates to the right to
exist as a corporation, by virtue of duly
approved articles of incorporation, or a
charter pursuant to a special law creating
the corporation. The right under a primary
or general franchise is vested in the
individuals who compose the corporation

1d not in the corporation itself. On the
other hand, the latter refers to the right or
privileges conferred upon an existing
corporation such as the right to use the
streets of a municipality o lay pipes of
tracks, erect poles or string wires. The
rights under a second -y or special
franchise are vested in the corporation and
may ordinarily be conveyed or mortgaged
under a general power gr 1ted to a
corpol “ion to dispose of its property,
except such special or secondary franchises
as are charged with a public use.

XXX XXX XXX

In section 131 (m) of the LGC,
Congress unmistakably de 1ed a franchise
in the sense of a secondary or special
franchise. This is to avoi any confusion
when the word franchise is used in the
context of taxation. As commonly used, a
‘ranchise tax is ‘a tax on the privile 2 of
transacting business in the state and
exercising corporate franchises granted by
the state.” It is not levied on the
corpor :on simply for existing as a
corporation, upon its property or its
incomr  but on its exercise of the rights or
privileges granted to it by the government.
Hence, a corporation need not pay
franchise tax from the time it ceased to do

33 G.R. No. 149110, April 9, 2003.

ne Court held that:

City of
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«ERTI [ AT! IN

Pursua :to -ticle VIII, Sec | 3 of the Constit “ion,
and the Division Chairperson’s testation, it is here y
certifie that the conclusions in the above sision were

reached in consultation before the case was . ssigned to the
writer of the opinion of the Court.

N G. DEL
Presiding . Ist
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