WERUALIC OF THE PHILIFPINTE
VOURT OF TAX APPEAL
MUEBON CITY

BATAAR REFINING CURPURATION,
Petitioner. _ |

versus %%-:mmm [

BOARD COF ASLBEOKENT )
APrELLY OF BATAAE,
nnl.hu

l;_;::..::'.-_'

PECISI1IOR

 This is an sppesl from the deeision of re-
spondent Board of Assesssent Appesls of DZataca
dated February '6, 1965, affirsing that of the
Aeting Provincisl issessor of Patsan sulslng the
asgested value cf « portion of petitioner's
refinery site in the smount of ¥4, 781 180,00 st
mnﬁﬂﬂnﬂmimumlﬂmm
assessed velue of ull the mschineries in the
refinery at #65,759,050.00, effective January ',
1962 and Junuery 1. 1966, respectively.

Briefly, the facts of the case, which ree
spondent eonsidered Lo hava been substantisliy
stated by petitioner (p. 207, CTA pes.), are as
follows:

On Decsmber 7, 1957, petitioner, then
Standard Vaeuus Aefinlng Corporation (PRIL.), I ;
was grented a refinlag eoncessica undes the
provisions of Zepublic Act do. 387, keown as the

Petrolean ast of 1959. In preparstion for the e
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"" establishment of its petroleus refinery in iimay, _ llu
ey Yatao @y OR6 OF LLS SEOARLOLASFD, 00 | handerd
"._i.i'r_ hastara, Inc. (Suan ‘tanierd Vaeuus V11 Gospany), iy ;
B paranasad, in 1155, 2,131,005 sginre naters of i\ '
:.. laad ia the muaiaipality of Limay, Irovisee of _:i ‘
Bataun, for $216,690,00, or gp-rexisstely at P10 .-'1
) poar aguare maler. E‘
Tha sating rFroviaeial Asssasor of datasn in 5
December, 1258, nctified jetitlamar that 163 land : ,"‘ i':'
had boen sssessed for 1999 st the rate of ¥1.60 '
par square mater or at P3,MI7,5%C wilel veo -k ,:i
subsequsatly reduced to #216,690.00, te conform | el
vith the sotus) parctase price effective January 1,
1959, On April 20, 1959, thes Aeting Irevineial L h
Assessor of Satasn issuel Assesssent Urder o, 13 5 ; X
(Exbs, B & 3, ppo 39«01, HAA rec.) prescriblag
the sohedule of values for lod atrial lands in ald B
the manieipslities of the provinee of Dataan, -.:H
viiteh was Jater on approved by the Uecretary of
Pinenes, Pursusat te sald mchedile, the Aeting e
provinelel Assaszor on Ceteober 28, 1999 azeln __.-I:::J
notirfisd petitionsr inoressing the srsessed valde 1A
of the same lond From F216,090.00 to rhyill, 980,00, ;‘ L*-—
or at the rate of #3.50 per squars mater, sffective .‘]“E .
1960, Fros tals iporessed sssessment, petitichesr st
sppanled to ruspendent whleh on April 29, 1960 '
renderet a declsien redacing the sssecsed value e
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of the land from #3.50 to #31.00 per square meter
(Bxth. 0).

Un Legember 20, 1961, the Agting Froviscial
Agsgessor of Bgtsan msiled to petitioner a copy of
Tax Declarstion fo. 2969, whieh was received hy
petitioner on Juovery 3, 1962, raiuing sgain the
assessed value of the refinery silte fron #3.00,
es fixed by respondent on April 20, 1960, to
P ,00 per sguare meter, or a total of ¥, 781,180,00
effective 1962 (Jee Bxhs. ¥, & & B, ppe 1-3, 63,
BAA rec.). In the same tax declaration, peati-

tioner's refinary macaineries ware assessed at
#BG,832,790,00 (Fxhe. ¥ & 8, zupre) which was

subsequently reduced to #65,759,057.00 under Tax
Declaration No. 30U (Kxnm. T & §, p. G, BAk ree,)
to take effect in 1566. From thie aetion of the
Agting 'rovincisl secessor of Feteany petitioner
appealed to resgonfent (pp, YW=10, 17-3h, BAA
ree.) which in a decision rendered on Februsry 16,
1965, declaresd Iux Peclsarations Sos, 2969 and
300k valid snd confirmed the same. Petitioner on
March 25, 1965, filed un sppeel in this Conpt
geeking the review of this decision of respandent,
The first question posed before this Court
is one of tax exemption. Petitiomer urges that
1t 1s exenpt from the peyment of resl proserty
tax under Article 102 of the Fetroleus det of 1949,
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whieh pnrovids a3 followss

ART . 122.

gations, apsal tu:u: o e
lﬂf‘ltlll which are fixed by the 1
rrovisions of thig Act or by the "
eoncession for eny of the ¥inds of £
concesalons toc whieh this Aet relstes,
ers considered &s inherent on such
coneassions after they are granted,

and shall not he increased or de-
erease? during the 1life of the cvu=
cegsion to gh they apply; nor shall
any other gpecial tuxes or levies bu
lpplltd tu luth unultllltnl, 08

_w gotrolaum ,:rﬁﬂla..l fﬂll thul COn-
cesafion or portion thereef, manufec=-
tured by the congessicbalre end used
in th- u-kiu d nu mdmﬂ l

a:tmw prmim ln tl:.t: nt.
blie Aet Ve, 35'5 'rﬂrul.m

Agt of 1949," approved on June 18
15094 unﬂlrhnin; supplied,) v .

ine foregolog provision clesriy gountsing a
tax exenption from "any provineisl, sunteipal, or
other loesl texes or levies" in faver of a holder
of a petroleun refinery congession. !_'ly;oi prog=
erty tax, to our mind, is @ loeal tex or levy
becavse under “ecticn § of Lhe Assegssment Law, i
the tax 15 levied and the rete 15, within spece
ifled limits, fixed by the provinecisl board by
resclution with respeet te the share of the prove
inge, snd by municipal crdinsnge with respoct to

the share of the muntainalfty, and the sraassdts ad d
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the tax 1s exclusively for the benefit of the
provinoce snd munleipslity In his report to the
Specianl Tax Reviston Comm..sion entitled "Froperty
Tax Lﬁinhtﬂum in the Fhilippines”, J. O.
Castilio ssid the fellowing:

“During the Spanish Regiae,

locel governments were mal sup-

ed by revemug sceruing to the
ntendencia Cenersl, the maln source
of which was taxes inhﬂ on parsons
rather thsn on property. No real
property tax system in the scecepted
sense of the term existed until the
imeriosn soverelgnty was extablished
in the Fillippines,

"Introduced in the Fhilippines
with the advent of Lhe american
tgine, Ihe_EaAL RESRAELy LAR_UM
Asubtless sontinue ta be & melnst
o _the field of local tazatior

1.
e i e

N < anuar 1901, Aet No, £2 of 1
the Pabligelas Gommiseion aresaising

mn
"hill s was enacted. This was
the lav governing property tax .
assessnent, among other provisions, R
the law suthoriged the lsvy of not ; i

less than one-half of one per centum,
the proceeds of which asceruved entire-
”“‘h ﬂnlﬂﬂllﬁil " var

Mthough we are of the persuasion that real

property tax Is & loeal tax or levy, we are, however, ';,.

rr
of the opinion that it is not included in the exemp- 1
of 1949, after desling with privilsges and eXemps

tions froe particular taxes, among which are the
logsl taxes and levies, goes on to gualify that
"A1l such concessionalres, however, shall be B~

tion in g@estion . Artiele 102 of the Fetroleum Act j
|
|
|
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'‘n adéition to taxes ay/;ﬂw levies specl " ¢
provided 4n the Aet.' ¥V Agal propert tax readily
falls under the clause "taxes of gesaral appllae-
tion™. It is & tax thkst i3 not sxsetly ia the
same catigory ez local faxes and levies imjposed
unéer powers vested by the charter of the provinces
and sunicipelitirs where t'e option to levy or not
is given to the municipalities and provineei.

ihe latter ¥ind of tsxes sre applicable enly teo
logelitics where the governing bodiss thereof opled
to impose them by rescluticn er ordlounce; thus

they sre purely of lnesl spplicetion. ‘esl property

tax on the other "and appiies teo all the loagth and
bresth of the country. feeticn 2 of the Apscaic
meat lgw provides that “there shall be levied,
sssessed . 2ad coclleeted, am ancual ad velores tax
in real property . . " Sdmilar grovisieas appess
in a1l aity chartars. o local goverasent gan
escape imposing the ftax and it 13 thus of geaera
anplieation in coatrast to taxes levied uander the
eharter of the provinces and sunicipslities vhieh
ares aprlicable on'y to purticular localities where
the geverning Yodles have ehosan to exerecise thelr
suthority to tax,

The foregoing interpretation of the exemption
in question is 4n Yeepinz with the well-astablished
rule of statutory construetion that provisions of




ipsaassailieiiie, 1¥ s niee 15 keeping with the
@ of Vemsviss ‘hat exemptione should

@lpdat o interpreted. 0 L0 s not be amiss to

Al G0 Juneture S 4% 10 4 fffeult o
s Wt Congress st v extend the

praperty . sl 0 the malne

Ty ST T =AY

Ye ' no merit  respondent . contenti s
that petitiomer - . longer 1 . before us the
question of exemptien from real property under
ey Petroleam Aol of 99 aoiwes e il guese
tioa Mei ~iliessl ewn Tvsliney @ respondent
adverssly - petiileser = o ol rendered
on Aprid 29, 1960, T e wid deelston, v
“pondent deelared t . pe tioner o
from . property tax under the Pe ' ‘leum Aet of
99 dowever o the - . smen made
by “i= Aeting P o il Avssoasr of Bataan on
refinery = from #23.50 B3 00 per square meter
“Teeti vy 1§60, Fetitioner 41 not sppeal thin
decision of .o pendent to ' Court = Tax Ap~
pea - The « o' of petitioner '« fallure to
appeal within the reglementary period the v
= responden = fixing the acpessed ve ue of the
refinery site = P3.00 per square met . effeect!
1960, i 0 Fosles Wbe safd Awiiluien final and
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executory, ss far 8s petitioner is concerned (See
Victorias M1lling To., Ine. v, The Prov, iasessor,
et al,, Negros "ge., Civil Case No, 2670, Sept. 3,
1964) . 1In eontemplaticon of law, petitioner is
deemed to have sbided by the deecision of respondent
and has no sthar recourse but to follow the same.
However, this declsion does not in any way bind
this Court on the legal guestion of the sxemptica
and will not preclude it from passing again upon
the ssse guestion when properiy brought to it

on appeal in s subseguent case, as what happened
herein. Utherwise, thig Court would be deprived
of its exclusive Juriasdiction to review on

appeal decisions uf the Hoard of Assessment
Appesls in gasea involving the assessment and
taxation of resl preoperty or other metters arising
under the Assessment lav (See fiec. 7 237/, Rep. Act
S0, 1127).

The mext quostion pregented to us is whether
the assesgment of .00 u square meter conforas
with the Agsessment Law,

The pertinent provision of the lew reads
as Tollows:

“m ..'._.,
-mmnmm:
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L, beesmes Theee wag SWELL ne sekednlls of |
s o industri | lands in limay. Bataan. |
sald = =3 assessed -t actuva purchase
wElues w0 ot #O,70 sguare meter. After

‘he fssusnce and sppreva eof the schedule -

Gumes Cwe industrl . lands in the provines
Batean in April, 1959, the refinery wico wa = =
goused t P .50 per square meter . second-¢
industrial lend, effective 196C. Thio imerea
assessmen: was appesled to respondent which in a
decision rendered on ipril 29 1960 reduced the
valuation = » .00 per square mster on the grouand
tha: = properties n Bavan. Batengas where
the Caltex refinery  located ere assessed at
lower rates than the (sseassment in guestion when
0l munieipality is higher in class and more
progressive the: the sunicipality of Limey It

1 found tha the bulldings constructed on

the ' ooaee weso not 1 completed in 1960,
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and hence. not yet subjeot to tazation. This
decision of respondent became fins]l and exec=
ntory for fallure of petiticner to sppesl.

Un Degcember 26, 1961, the Acting Provineial
Assessor of Batean re-ascossed the refinery site
from #3.00, as fixed by the respondent for 1960, teo
¥, 00 per square meter, effective 1962, The in-
ereased assessment was besed on the alleged
“fastellntion of the mechineries &nd the cone
struction of bulldlngs, tanks snd other permanent
{sprovesents” and tha fact that the "retez are
very low eompared to those in Petangas provinee
where the oil refineriss of Caltex snd Shell are
locsted” (Bxh. D).

We éo not think that the Aeting Provireial
Assessor of Rgtasn was justifisd in re-ssseseing
the rafinery asrea at Me,00 per sguare meter on
the ground that improvements had been msde thersom,
,_./'{t should be cheerved that reapondent alreedy
congidered the various lmprovesents made by petie
tionar on the refinery ares when it fixed the
reta st $3.00 per square meter affsotive 1960, _
which vas & considerable ineresse from the previcus ' '.‘:_
assensment in 1959 (at P00 per sq. m., Dore or
lass). The land was already & refinery site even if
the structures thereon were incouplete, It fs true o
that petiticner hed sdded improvements since 1960, tut
theae were mere adfitions] machinery needed to

e
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ares a5 Eaen. The A8E1%eEel coanlindy eaid e
e celameed WGs LMeTpEls Weime 30 o EE8 fE D
- sy, 19 A0 eesgosnd 18 yaiwms AR 1 e
: = 56 improvensat Uevdw bwd MSALiass, (mgea-
ey L e iilens, cowesseT, tAMNSy FERoy WG :
A W AemaEee, (A ELISRIeS Gfcaeee ";
o pe Ry SaEs Wy U caceuaER. A8 Few REoTAatedesd .
6 valwe of Uim Feflmsy wite iy semesvasty I8
el B Spoeenall BE e O eeERes 96 el
o beenm & o sess Af Ve sdjeining lsnds
e & sasuil oV e csofiEeties = petliisssy s
refinery; tisssenad Lete o sesoelal e @
business seetiomor . | enhane-
ing the " v of the land in the " o ty. But
nothing to ' | effect ppears

The Gsse Gask of the s merket “wims o 4
Lames! L priee 't = sy 15 the open market.
e @R
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¢ ‘be 'msrket value' ar ;ro:rtr ]
‘ is the price the propert
ina market artu rm and B
: ". Mm:h:.:u gl th-“ ]
| ser Te
' !-“ priee for 1t “ {Mnuiur
v. Sallmers, 33 rail, 376.) .
The fsets, however K show that lands mmulm; the
refinery ares were being freely bought and scld 4in
1963, which is later than the year in guestion, at
prices far below the valustion in guestion. Ade
Joining lands bought by Esso Standerd Eastern, Ine.
for its fertiliser plant were bought at prices
ranging froms P1,00 to P3.00 per square meter,
while on the other hand there is notiing te

show that ssles st higher prices have been made o .

that » batter price could have been obtained after &

fair and reasonadle effort have been made to find a nd
purchuser who would give the highest priee for it. ’
Considering that the aeed of the petiticner for |

land for ‘144 fertiliser plont must hsve been
known by lan€-v.srs, in all probability petitioner
sust have paid the best priece for its purchases.
The assessment at M .00 per square meter, from
all appearances, does not weet the test of true
msrket value.
Respondent's pretension that the rates in
question are sllegedly low compared to sisilar
properties of Caltex and Shell refineries in the
provinee of Batangas is withoot merit, The prop- {
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erties loceted 1n the province of Eatanges can not
be the eritericn far the falr market value of land
in the provinee of Satsan, It is needless to dis-

cuss the fagt that the conditions prevailing in the -

two provinees sre different and valuntions based on
this considerstion slone wonld be unreasonabdble.
Conaidering the circumstonces of this csse, we
relterste that the fair merket value of petiticaer's
refinery site is 93,00 per square meter, the rute
fixed by respondsnt in jta deslgion on april 29,
1967, whieh hes been scoepted by petitioner when
it falled to nppeal enld decisior of respondent,
Petitioner olaims that the aree assessod as
first-class Industrisl Jand is much in excess of the
aren fixed ir the schedule of veluss. It urges that
the total sres of the refinery site »hich cevld be
clapsitTiof se Firpteclscs Andustrdsl laed i¢ only
W21,552 aguers moters (398,090 plua 23,51F) snd not
1,195,792 square setors sn fixed by the Acting 'ro=
vinelal Aspessor of Bstsen. We oannct subsoribe to
this contention. Wheo petitlioner sppecled to re-
spondent in connection with the asscasment for
1960, 1t never quezticned the ares of the ralfinery
site as fixed by the Aoting Provinecial Assesssr.
Whan respondent rendered its deeision, petitioner
@14 not appesl and ssid decisfion has besoss finmal
and exscutory., Fotitionsr is now estopped
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from guestioning the correctness of the ares com= j

priging the refinery gite. To allow petitioner

to do so would be to disturd the deelsion of re= N

spondent which has slresdy becowe finel end binding o

a upon the petitioner. At any rate, the lunieipel =

” Tressurer of Idmay, Dstasn, inspected and pere }

sonally seasured, with the aid of & elerk, K the ares

sctually ocoupied by the reficery site in com=

puting the mumber of sgvare meters falling uader

the estegory of first-oclase 1odustrial lsnd in

sccordance with the schedule of values (Zee pp.

B02=403, t.s.a.), 1
We now come te ths sssessment of petitioner's |

machinery. Petitionar contends that its machinery

should be taxed Deginning 1967 becavse the assesse

ment wes sllegedly for the guiirs sschinery sod

since the last unit stsrted operating only oa

January 23, 1961, the entire mschinery should be

deemed in eperation only In 1941, PFetitiouner further

contends that If portions ef the machinery setusl-

1y operated in 1960, they vere serely for testing _

purposes. fespondent, on the cther hand, coucters 5

that petitioner started opersting the mechinery '

fn 1960 as shown by the feet thet it hed withdrewa

manufactured products as esrly as Decesber 1960 "

snd peaid specific taxes due thereon. The law ia |
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point providest
"86C. 3. [Froperty exsant from

L -

x x x x x

"(f) which term shall
embrace nes, weohanieal con-
trivances, instruments, a By
snd spparatus sttached to the real
estate y Agri-

There is no dispute as to the valuation of
the machinery at 965,759,050.00 under Tax Deo-
laration %o, 3004 (Exh, 9), the saue having been
furnished to the Aoting Frovinelal Asgsessor of
Batsan by Kr. N, I, Fulver, manager of petitioner's
refinery (Bee Exh, 9=A). And these improvesents
Snlt e assessed and taxed beginning with the
year following its complotior (Ses Exhs, § &

173 Sec: 10, Com. Act lo, W70y Viuda ¢ #ijos de
Pedro P. Nexas v. Mefferty, 37 Phil. 957 Clurehtll
v: Concepelon, 3% Mull, 969).

In the present csse, it appears that even
before the completiocn of the remsiniog units oo
Jamuery 23, 1961, sany units of machinery in-
stelled in 1960 were already conpletely opersting

_and in fact produeing sarketable products, §.8.,

fuel oll and refined products (Exhe. L to L-8).
These units produced finished produsts different
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from that produced by the units completed in
1961, In “ther words, uanits somsleted in 71969
were onaplete and indepondent from those con-
ploted in 1961. This 1s clenrly attested to by
the fzet that petitioser in Deceuber 1960 had
paid scecifie taxes for fuel ofl mamufsctured and
witharawn from the refinery (See Fshs. L to 1=9),
lleMuhmmtn the
early part of Januery 1661, there can be no
queation, however, that they were ;roduged or
manufactured in 1960, since ell gpplicatlions for
tiw payment of specifiec taxes on these products
were made 1o December 1960, Je'ther do we agree
i e contentien that the operetion of the

inderendent units fn 1960 wis nerely for test-

ing purposes. The Lig voluse of ofl produced by
potitioner &n 1960 bellies Ity claiz thet they were
the results of mere testing. Also signifiesnt

is the faot that petiticner hed peid the smount
of P17,601.1€ se specific taxes on {ts producte
for Deceamber 1960 (Fyxhe, L to =9 & 17},

The fLeting Frovincisl issessor of Estsen
should have sssesced the « units sstuslly opers-
ting 1n 1960 separstely from those completed and
operated only 1n 1961. Uased o0 the svidencs eon
reecrd, we find toe followlage




. - 1. Crude Storage
e 2. fitmospheriec Pipe Still
ai Vaouum Fipe 11

« Ldght Tiepel (41

B o o idesel C41
M, . z. #Lr

: z. Distiliate Catalytie Desuliwrizer
g + Catalytie Neformer ]
e =" 9. % Catalytie Desulfurizer 21
N 10, "aphths t‘hm

6. Uatsiytie Folymerization Unit
+« Thermofor Catalytie Craucker
‘ 1ytie Cr

% 'ﬂt Blending & Drossdng -
(Zee l!ll:‘r;-l; PPs 19«30 t.san.)
In fact, petiticmer's comnsel is sgrecable to thds 4
method of assessing the wnits of maehinery 1n J
question (%se ppe 309-390, t.h.n.). The units a

"~ thet were gompleted in 1960 (ltems 1-10, sucxa) ¢ g
should be exempt from resl property tax for § el i
yoars, beglondng 1961 to 1965, while the units ¥ j
completad only in 1961 (Items 1-9, gunra) should .

be exampt from the ssme tax CTor 5 years beginudng }'j
" 1”‘]? “ 1”‘ L il 1
d - i
b In 1tn petition for review, petiticoner asks i

1. i
';I this Court te make provipion for depreciation of 21
s the machineries, It, hovever, falled to discuss é
2486 ‘ S
Y. .,E' . .:' ¥ “J.u }I.';- a_,.

et A a i e B ta ) Foor T
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this point in 1ts memorandum and we consider same
abandoned. At any rate, since the machineries in
question were newly installed at the time of asseme~
men* no depreciation =" be allowed

in the mesorandum submitted in support of its
stand, petitionar prays this Court to order the
refund of the smount 1t paid as realty tax. The
Court of Tax Apreals has no jurisdietion to erder
the refund of seid ' ity of Cabsnatven,; et al,
v. Gatmaitan, et al., 6. R Wo. 19129, February 28,
1963). )

WIHEREPORE, the assessment in Tax Declaration .
2969 of the refinery site of 1,195,296 square |
meters is hereby reduced Trom B4 0O to #3,00 per
aguare meter. As regards Tax Declarstion No, 3004,
same i1z hersby medified to the effect that only the ]
gnits of machinery operating in 1960 are taxable 4
in 1966 and those operating in 196! are taxable in 1
967. Modifled as herein indicated, the appealed -

decision 18 sffirmed in evary other respects. With- 4
eut pronouncement as to costs.
20 ORDER' D-
Juazon City, , 1967, 4
\
RAMON L, AVANCEEA
1 concym: u-uiht- Judge
- Jﬁ:aﬁé e

RETANISIAD M. ALVARRZ =
Associate Judge |




