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N CITY
E335C ATANDARD EASTERN, IMC,
(rormerly standard Vacuum
R“lm Corpe. (Phil.).
Petitioner,
- versus - C.T.A. CASE NO, 3924

THE COMMISSIONER OF CUSTOMS,
Raspondent,

M o s W s e s o e e e JE

DECISION

Fetitioner Esso Standard Basterm, Inc, hes
appealed from the decisjiom of respendent Commissioner
of Customs deoted February 26, 1968, affirming that
of the Collector of Cuatoms im Manila Protest No,
813, imposzing on and collectiag from the herein
petitioner the special import tax of P74.00 and
customs duty of P174, a total of 248,00, on its
importation of one (1) case duplicator, ome (1)
case duplicater :tahﬂ, end one (1) case duplicating
fluid declared under Intry Mo, 016897, Series of

1959,

™he following facts wers stipulated upon by
the opposing partiems

1. That the shipment favelved, consisting
of one (1) case duplicator, ome (1) case stand
for duplicator, and one (1; case duplicating
fluid, arrived at the Port of Menila on board
the 5/5 "Ferndale” from Sam Francisco om January
27, 1959 and consigned to Standard Vacuum Refi-
aing Corporation, with office at 1071 Isaac
Feral, Manilay
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2, That herein protestant has a petroleum
refinery st Limay, Bataan, snd is engaged in an
1ndnltrx which may be denmominated as refining
crude oll inte gasoline and other products;:

3, That the merchandise sforestated were
declared in Entry Mo, 016897, series of 1959,
with the following supporting shipping documents;
241l of Lading Wo, 42 of Barber Steamship Lines,
Iinc, dated January 8, 1959 at fan Praacisce,
California; Pank Release Certificate WNo, PA-
17417448 dated May 28, 1958 issued by the Pirst
Hatiomal City Bank of Hew York, Manils; and Comn-
sular Invoice Ho, 48% of the Philippime Consu-
late Genaral at Sam Prancisco, Califernia dated
January 2, 1959;

¢, That customs duty and special import
tax in the amount of 74,00 and 174,00 reapect-
ively, were assessed and collected on subject
importation, the same finally sdjusted by the
Customs Cashier under Voucher Mo, 11129 on
February 11, 1961, (See D.cision, Comm, of
Customs, p. 4 CTA ree,)

on June 8, 1959, petitioner filled a protest with
the Dureau of Customs, citing snd inveking) Article
103 of Rep. Act lNo, 387, otherwise knowm as the Pet~
roleum Act of 1949, which reads as followss

*Art. 103, w.- During the
first five ysars fo e grafdting of any
concession, the conceszionailre may import free

of Customs duty, all squipment, machinsry, me-
terfal, instrumants, supplies and accesories,

No exemption shall be allowed on goods im-
ported by the concessionaire for his per-onal use
or that of any others, nor for sale or re-export;
and if any goods on vhich exemption has been al~
lowed be thus used or disposed of, the conces-
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sionaire is obli to make a report to the

Secretary of Agr turel and Natural Resources

to that effect and pay such import duty as due,"

Petitioner, @ petroleum conces-ionaire, comntends
that under the foregoing provisions of law, it is exempt
from customs Jduty om the equipment, mechinery, instru-
ments, supplies and accecsories fimperted by it during
the first five years folloving the granting of its
concession, and that sald exemption likewise includes
the special import tax imposed by Rep. Act NHe, 1394,

On September 25, 1967, the Collector of Customs
of Manila denied petitioner's protest on the groumnd that:
(1) the exemption from customs duty under Art., 103
of Rep, Act Ne, 387 refers to squipment and materials
necessary and iadispensable in the business of petre-
leum refinery; and (2) the speecial impeort tax im-
posed by Rep, Act Ny 1394 is mot 2 customs duty,
suhgtqu-ltlyo petitioner appealed to the Commissioner
of Customs who sustained the decisioa of the Collector
of Customs, HNence, the present appeal,

The two isswes presented to the Court for reso-
lut;iun are the follovings

(1) vhether or mot the special import tax

imposed by Republiec Act N,. 1394 is in coaflict
with Article 103 of Republie Aek H,. 3877 and
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(2) 'hether or not the rted duplicator,
duplicator stand, and duplicating fluid fall with-
in the tax exemptioa covered by the phrase "equip-
ment, mechinery, materiasl, instrument, supplies
and :egnmrhs" raferred to in Art., 103 of Rep,
Aect 387,

FIRST ISSUE:

Ve sustain petitiomer®s view, Im the case of
Commissioner of Customs vs, Esso Standard Eastergp,
Inc,, G.it. B0, L-20329, dated August 7, 1978, iavol-
ving the same parties and identical issue, our Supreme
Court upheld the decision of this Court in CTA Case No,
1661, holding in effect that the exemption from the
payment of custome duty under Republie Aot No, 387
necessarily includes the exemption from payment of
the special import tax imposed by Republic Act No.
1394, Thus, our Supreme Court ruled:

Xx XN X XX ve are convinced that R,A, Ne,
387, T™he Petroleum Agt of 1949, was intended
te sncourage the exploitation, exploration and
development of the petroleum resources of the
- country by giviamg it the necassary imcentive
"~ 4n the form of tax exemptions., This 13 the
for ths gemerous grant of tax
ax ons those who would invest their fi-
nancial respurces towards the achievement of
this national economic goal,

On the contention of herein petitioner
that the exemptions emjoyed by respondent ESS0
under R.A. Mo, 387 have been abrogated by R.A,
No. 1394, Ye hold that repeal by implication
is mot favored umless it is manifest that the
legislature so intended, Az laws are presumed
to e passed with deliberstion and with full
knowledge of all exi:-ting ocnes on the subjeect,
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it is logical to conclude that im passing a sta-
tute it wvas not intended to imterfere with or
abrogate any former law relating tc the same
matter, unless the noy between the two

is mot only irreconcilable but aslso clear and
convinecing as & result of the language used, or
unless the latter act f'111 embraces the subject
matter of the earlier,

As observed esarlier, Congress lined up for

' revocation by Republiec Act No, 1394 six statutes
dealing with the imposition of spacial impests or
levies or the granting of exemptiona from special
import taxes, Yet, consideriag the tremendous
amount of revenues it was losing under ths Petro-
lewm Law of 1949, it failled to inclwude ths2 latter
statute among those it choose to bury by the
Special Import Tax Law, The rracon for this is
very clear: The legislature wanted to continue
the incentives for the continuing development
of the petroleum industry,

It is not amiss to mention here in pass
that comtrary to the theery of the herein pe
tioner, R,A, Ny, 387 had not been repealed by
HeAy ¥Wo. 2352 which expressly abrogated Section
6 of RA, No, 1394 but dld net r*pcil any pltt
Q‘ RQAC No. 3’7: iners e Ldlid? nE &«

SECOND ISSUEs

Respondent Commissioner contends that the imported
duplicater, duplicator stand, and dupliceting fluid
should not be exempted from customs duty under Republic
Act No, 387 because they are not equipment, materials
or imstruments directly amnd exclusively used by the
petitioner in the manufacture of petroleum into gaso~
line or in carrying out its suxiliary works and opera-
tions essential to the refimery bLusiness,

4 -
1 HWgte \F._ Ealaci'O' ;3 chil. x'.-}a.
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, Om the other hand, petitioner contends that Art,
103 of Rep. ‘ct ko, 187, supra, does not expressly re-
guire that the imported eguipment, machinery, material,
instruments, supplies and accessories shoul! be used
directly or exclusively in the refinery business or in
the manufacture of petroleum products as long as they
were used by petitioner in carrving out its corporste
business as a petroleum concessionaire,

The purpose and asbjsctive of granting tax axemption
to petroleum concessionaire has been emphasized in the
case of Commissioner of Customs ve, Eeso Standard Easterne
Inc., SUPEa. Thus, our Supreme Court said;

XX NX xXX ¥ A, No. 38
'he Petroleum ﬂr.‘szI I'f 0 _eh-
COUL &g T“ﬁ!mmm'*u
t of the petrole rges of the Y
'1I1ETT‘1II![E’![TTTIIIT?II EI]II1[1E]I-
mmnmm*mﬂmmj

grant of tax exempt. mﬂ ]
rmrrmwm&rﬁﬂn

Joa (Underlining supp -

' Under Apticle 103 of wepublic Act No, 387, SuUpEa,
the requisites for tax axemption are= th= following, to
wits

(1) The importation of the said article is
made within five years following the grant of the
conces=iony

(2) The imported articles shall not be for

the personal use of the conces:ionaire or others;
and
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(3) They are not for sale or for re-export,

In the case at bar, respondsnt failed to dispute
that the duplicater, duplicater stand, and duplicating
fluid were used by petitioner ia making copies of memo~
randa and/or orders given to its workers to promote
their efficiency for the bemefit of petitioner and in
copying and reproducing writtem materials for record
purposes, Ia brief, the said imperted articles were
used by petitiomer {m the furtherance of its objective
as a petroleum concessionaire and that it has complied
with all the reguisites for tax exemption under Art,
103 of Rep. Act Ne, 347,

In the case of Philippine Alr Lines vs, Commis~
sioner of Internal Agvemue, CTA Case No. 1943, August
22, 1970, the question raised was whether or not under
Section 13 of its franchise, PAL is exempt from the
payment of compensating tax on the tem (10) air-com-
ditioning units, two (2) typewriters, amd demtal equip~
ment imperted by it in 1965 and 19646, In resolving the
legal question at issue, this Court, among others, held
as follows:

Respondent®s interpretation of the scope of
petitioner's tax exemption is mot in accord with
the accepted doctrines pertinemt to the point,

When property is exempt from taxation, it is al-
most universally held that the exemption covers,

917



DECIZION
CTA CASE WO, 1924

only so much a8 are necessary to the operation
of the business and the accomplishment of its

. es, BDut ia order that property may come
within the scope of the exempting statute, it
need not be necessary, ia the sense of indis-
pensable to the carrying on of the business)

it is enocugh 1f it is obviocusly appropriste and
convenient,

¢ o » ver, i onder that property
of a corporation may come within a statute
exempting the property of such & corporstion
from taxation, it need not be necessary, ia
the sense of "indispemsable,” to the cerrying on
of the business of the corporation. It is
enough if it be "obviously asppropriate and con-
venient” to enable the corperation to carry ine
to effect the franchise granted . . ., (Cooley,
Vols 3, 4th ed,, pp. 1593-1594,)

683, WWW-‘
Sven 4£f the sxemption is based upon t use

made of the property it is not limited to

property actually indispensable, umless the

stytute S0 expre-sly provides, but instead
alse includes property obviously appropriate
and convenient to earry out the purpeses of

the corporation ., . « (Cooley, Vol, 2, 4th

od,y ps 1430),

Applying the same doctrine to the case s har,
wve hold that petitioner is exempt from the payment of
the customs duty and the especial import tax on the
imported articles hers in gquestion because they were
used in petitioner's activities,

HERIFORE, the decision of the respondent Com-
missioner of Customs appealed from is reverssd and
he is herepy ordered to refund o petitioner the sum

of 748,00, representing customs duty amd special
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import tax paid on the aforesaid imperted srticles.
Without costs,
S0 GRDERED,

Oueson City, Septembar 24, 1976,

- /‘@:ﬁéf @%ﬂ’?’

Presiding Judge

WE CONCUR s

(Bid not take part)
AMANTE FILLER -
rssociate Judge

—

C TANTE ¢, ROAQUIN
Assoclate Judge
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