REFITROYC OF THE PHILIPPINES
Col T " TAX APPEALS
QUEZON CITY

STANDAIL ALCOHOL COsy INCoy
Potiticner,

COUlMISSIONER OF IFTuhuAL 10
REVERUZ, il #1
Eespondent.

K e o e o om w @ 8 om w o ogw e
PDICISION

Petitiona: has appeanled from the deeision of
the vomslszioner of Internal NMeverme holding 1t liable
for specific taxes amounting to #4,853,899,61 for
the yeucrs 1975 to. 1257,

Petiticner is s duly reglstered corporztion ete
gaged in the marufeeture of industrial chemical
products ruech os paint thinner, varnlsh, wood dye,
silax, polirhing wox, insectieides and other similar
products nsing denstured aleohol as the prineipal
ingredicnt thoreof, The denstured alecohol used by

petitioner was purchased by it froa various dlsiilleries.

The rest of the denetured emlechol neaded by netitioner
was proruced by it tam-free by virtue of the permisgsion
and authority granted by the Coliector of Intarnsl
Revenue,

In October 195%, petitioner requestsd the opinion
of the Collector of Internal Revesma as to whether or
not the loocally purchased sleoliol usel 5y it and those
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derived from its production of denatured aleohol is
exempt from the speeifie tax (PO,70 per proof liter)
imposed by sectien 133 of the Natloaal Intornal Lovee
me Code, in ralation to Zecticn 127 cof the same
Code, inira. In reply thorato dated October 28, 1754,
Agting Collector of Iaternsl Nevenus J, Antonio
Araneta stated as follows:s

The Stgndard Alcohol Co,, Ine.,
Harmlus, Polo, Bulaecan

Gentlenans

In raply to your letter of the 27th
instant, r -sting epinion as te whethar
denaturad aleochol with 2§ methancl and
tlnausca‘iﬂ talor is subjeet to spacific
tax provided for im segtion 1%& In rela-
tion to section 127, both of e fgtional
Intornsl Reavemie Ceda, I have the honor
to inform you that inassich as the denae
tured aleco 1 to be eed by you will
be used sxelusively the mamifacture
of indstrial chemical produets, aamualy:
Floor varnish E-ilax; hgriden, Laequer
"‘hin.n-ar Vapnlsh dnmr LEL 10T rwd
D Paint R 4 anﬂ Paint

ar, tnﬂ sane 1: axumﬁt from ths

cclﬁc tax, lowever, the denstursd
eohol 1s subjeet to the srles tax in-
posed in section 186 of the same Codo,

Very respectfully,

(5GD.) J. ANTOHIO ARAMTITA
Acling Collecior of Internnl Iovemue

To thie sane affect was tne rullng of Lollsctor
of Internal Hevemie Saturnino David dated lovanber 12,
1952, wherein he stated az follguwss

tandard .deohol Loupeny, lnc,
845 Jaboneros,btrest, Manlla

Gentlemens
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In re to your letter of the 16th
ultismo, I have the honor to inform you
that domestle denatured sleohol of not
less than one hundred eighty degrees proof
(alnety por centunm absolute alecoliol) wihieh
are for use generally in the arts and ine
Gustirles arse exeampt Irom the speclific tax
preseribed in sections 133 and 1h2(d) of
‘i1 Jdational Iatorsal Aagvoaue Coda, Jhe
specifiec tax paid on such kind of aleohol
may D2 rafunded o the dlstiiler provided
that he files with this Office a written
eladiy for relund of saldo tax witihia owo
yvears from the date of payment thereof,

Very respectfully,
(8GD.) B. DAVID

vollactor of laCuraal agvermie

Frow Lhe loregelig sulings el ctus Collascior of
Internal dsvaaug, It 13 Lo 46 doted Laet Ydeaaiured
aleghol uged in the mamuiacture of ilandusirial chomie
cal prooucts s exsxpiy [rom speciflic tax Lluposed by
Sectlon 133 of the Naticnal Internal Levenue Code
altiough the sewe 1s included within the meaning of
the term "distilled spiriis" defined Lhereinm,

lhe differcuce between "distilled spirits® and
“denatured slceliol™ lles more in the effect of the
two products. Uistilied spirits used in medieinal
preparatioas, [lavoring extracts, and aleoholic
bevarages are capable of orel intake while denatured
alconol, if 20 tlaken, i:s lnjuricus to hezlth and ean
be fatal to 1life, Consequeatly, i1t has been the cons
slstont rmuling 1o the Dureau of Internal Fhoeveuue that
denatured alcohol used exelusivaly in tre manulacture
of Wﬂm is excapi froa the
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specific btax but subjeet to the sslas tax,

The seld rulings of the Colleeter of Intermal
fevone (now Comuissionsr) were followad wnd eaforeed
by reverue offieisis, Tims, La the ¢ese of Commigpe
sioner of Iatermsl Rovenuo vs. Cantral Amicarere
Don Podrs,’ it hes bsen polatsd out thats

:L aver, on the basis of & .

’ﬁnﬂ 3 dated day 26, wsﬁ, of
in [ @vatile Aslﬂ“ iaar:i.nm
and Venancio Ve . W:)

""'"I""l"l-“ ] "l“"""""“l“""""""""‘“‘"‘“l
5y Bald copuoretliang io Lla segufec urc
of susllaf. Varaisi. Latouer. to 1.-
et 2va. Plags elernear. Abi elaan

3 ,...: ?, l'-. - F i . ’ -‘_ i = .';-. l r--

The rulings, preaetices aud rocedure wdopled by
the Jurean of internal Hevenue Lu exwemyting denatured
Wm .

m.m, Vol, 108, May 31, 1960
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sieohel from thae peywent of specific taxes when used
in the mumulscture of industrial chamleal products
montiored bafore sre now reflocted, eryutallized and
enbodied L Section 128 of the Netlional Intirmal
Beveans Code® which rends as followss

2 Le A
absolnta nlehel) shnll, mmw
desgtored and recdered unfit sfor ox .
it::m' he :E: fron thuégfeuic
mﬁ. b“m E
T™he% rueck denstursd
rabject to tax under Section

1861 That Af csush’
it shall be terad under Uostion 1 (;‘.!
ol Cals Couas. '

_ kotwitosianala, ne invarisble exesption of
denstured alcchol from the specific tax lmposed by
Sectlon 133 of the fax Code when used in the memn-
facture of industrizl chemicel prommets, resgondent
Comsissionor assessed sgaiast and cemandad upon
peticloner payment of Py 358,419.61, computed as
followss . '

g R ...

' 1icar oni proof ‘ |
ot dischrtie SpArits used = « » P, 863,607.00

IBEE: 7] seles tax puld on s ale
vl ssaufagiured produets « « - Fm
dmount of fpeelfliec Tax Gne ..ssssvee Y » .
VUVIVYIVIVVYY
iua sald assessuent and demsnd for speciiie tax
are coniclued in the Jlutier of seting Comuissloaner of
Internpal Rovesue Melecio i, Uomingo to petltioner
dated rovember 5, 1998, It was also stated in the

“Zpresidential ;rﬂ“i‘o.ﬁfu 6y 1972 :
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penultimate paragraph thercof that "this Uifice
will be ochstrained to enforce the collection theres
of xx xx Xx by means of the remedies provided ‘
by law, without prejudice to the grininal urosacuticn
. wideh may bo lastituted ag.lssk you in accordsnce
vith lew," (Underscoring supplied)

- The sald assesznent agalnst petitioner was proe-
dicated on Sections 127 and 133 of the Uational
Internal Revemie Code, the pertinant portionsaf ubieh

I

and all Gther praparations, wmeast '
m s Ggum!;:m;l;ﬁmh

shall be to the sume tax as such
cnliefl ent, Xx xXx xx A=

to this

substunce it is in existence as such, whe-

“naﬁu be 4 t:ilg““lt -
or oF A

pos, St oo £ 1ato any other

The principel and sole issue submltted to this. Court
for resciution is whetiar or nct the danatured aleohol
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Mwmummmm“mgium
" trial chemlcal products is subject Yo the specifie
tax of M0,70 per proof liter imposed by Sectlion 133
of tie Hatlonsl Internsl Hevemse Code, in relstion
to Section 127 of the sade Codes

It is admitted that the chief lagredieot of
petitioner's industrisl chemical productsis distilled
spirits - denatured alechol. Respondent contends,
therefore, that sald products, sithough thay are not
modieinal preperstious or flsvoring extraets, fall
mmmmwnmarm
phrase “all uth-' preparationg” mm 1n seetion
127 of the Tax Code, SuDkas

in opposing respéndeat's view, petitioner
euphasized that the phrase "all other preparations”
found in Sectiom 127 of the Tex Code should be inter-
preted in relation to the preceeding restrictive terms,
namelys “medicinal progpations® snd “flavoring extracts",
Petitioner, thérefore, invoked as s defense ngninst
respondant's assesswent the rule of statutory construction
known s QlRaden SouasAgs

It is a settled rule of statutory construction
that where geceral words follow the desiznstion of
particular things, or classes of persons or -ihjnu,
mmuﬂmhhmm-lmmwm
hnpmunh}uhﬂmmmw:“u
umuummmmm This 1s & mule
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. of statutory construction known s @iUSJem canarises
When Congress added the all-esbracing phrase "all
other prmnw after "medicinal preparations”
and "flavoring extracts" at the end of the enumeration
of the products subject to speeific tax, the same
should be construed to include those products similer
to medieinal preperaticns and flavoring extrectss

In brief, when a statute describes things of
particular kind or class accompanied by words of a
generic character preceded by the word "other", the
genariec words will usually be limlted to things of a
kindred nature as those particulsrly emumeranted, une
_less there be sowething ia the context or history of
the statute to repeal such ln:m-.!-' |

If we were to follow respondent's theemy thst
‘the inteation of Congress was to impose the speeifie
tax on all kinds of preparstion using denatured sleehol
or distilied spirits as chlef ingredient of the mammu~
mﬁummmmn, then Congress
should have worded Section 127 of the Hatiovnal Internal
Hovenus Code, giaka, s referrin: to "all proparations™
without guelifieation, The fact that the terms
*sedicinal preparations” and "flavoring extracts® ware
' specifically emumerated befure the phrase “all other
preparations” shows beyond doubt the manifest intention

’m:.mum -99 Phil, 610
ﬂwm of Gtatutes, ppe

Martin, Statutory me 1970 adey pe 69
5 4=
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of Coagress to limit and restyict the meaning of
the generel phrase “all othwer preparatiocns" to cover
only the same cluse or geberal nature as "mediecinal
prepapstions® and “flavoring extracts,”

The rule of statutory constructlon known as
Mumtm.w strange in tne fleld
of taxation. In the case of the Stock Trunsfer ‘er-
vice, Ine, vs, Commiepioner of Internsal I-’urrmo.’
this Coupt neld that the phrase "other independent
contractors® found in tection 191 of tie Mational
laternai Feveane Code should be construed as imclude
ing only the porsona or occuputions of the same clase
or .;m nature u those speeificelly emumeruted in
the statutes C(oansequeantiy, in the sald ease, this
Court reversed the ruling of the pespondent Commis-
sioner of Internal Revems and declared petltioner
ftock Transfor Lervices inc, emempt from the payment
of the fized and percsntege texes imposed upon

Gur adhereace to the satitled rule of statutory
construstion (aiuaden sonarig) in the case of Stoek
iyansfer carvice, locs, GUAERs Wes asselled, dlsputed
and eievated to the Supremé Lourt by the Commissioner
in the ease entitled Commissioner of Internal Revenue

5 C1a Case Wos 2003y July 29, BN
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vs, Stock Irsnefer Corvice, Inc. ot 31.6 LoWever,
our highest tribunal uwpheld Lie stand of the Court
of Tax Appeals on the legal lssue: of atatutory
construction similur to the case at bar when the
Comrdlssionar's potition for revisvw on certiorari
was rejectoed and denied by the supreas Court,

apcordingly, we held that the denatured alcohel
used by petitioner in the manufacture of Ladustrisl
chemical products lor the years 1955 to 1957, inelusive,
is exempt frowm the specific tax of M0,70 per proof
liter imposed by Section 133 of tue Mational Iaternal
Raveunue Coda.

salfore disposing finally th_ ilega. issue: in-
volved in this case, 1t appears toat the raﬁpond.ant
Commigsioner of ILaternsl Revenue anchored ite principal
argument oa the doctrine leid down by tLe Dupreme
Court in the coses of La Todaiia, Inc, vs, Collecter
of Ints Fev., at al.? and Commiscioner of Internal

) 3 e
thot degaiured aleglold used Lo Lis gasufachurg of
ubsine aleebgl 18 subject to the specilic tax Lme
posed by section 133 of the Hational Interaal llevenue
Code, in relation to tection 127 of the same Code, SUQkas

:.awziuu vas Cantrel Asuecarers Upn .Padro

-

Gy e Nos L=3%582, Hesolutlon dated Jan, 25, 1972
7 Go fle Hoe L=14336, april 30, 197%, 10 BCKa 709
® Snara.
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The decision ln the aboveeclled casos is not
applieable to the case at bar because Lhey are based
on a different factual baeckground, In the sald cuses,
this court and the Jupreme court are in full agree=
ment that “yubbling slcongl" 1& a "medicinal prepara-=
tion"® of wnien distilled epirits is the chiaef lngre=-
dient, The same ruling cennot be applled in tuls
case as respondent has nelther sllileged nor adduced
evidence that petitloner's Laodustrial chemlical proe=
ducts are oi the same cluss or geseral nature as
"mediclaal preparations” or "f{lavoring extracts,"

In faet, nc ordingry layman will confusze paint thinner,
varaishy wood dye, silaz, pollshing wax, insectleldes
and other industrizl chemieal products with that of
"rubbing aleohol"™ whieh was declded by the courts to
be a medicinal preparstion, lieithar may the induse
trial chemieal products smumersted asbove be confused
with the term "flavoring extracta,”

| It may be noted that a eritieal study shows that,
in the case of Centrel Amucurers Uon Pedro, SULKR,
instead of 'faworing the stand of respondeat, it
strengthens and bolsters the defense of Luoe herein
petitioner, In the sald case, respoadent Commissioner
of Internal HSevemig lssued an agssessmant against
petitioner callig Lor the payment of L199,906.10 as
specific tax due on gQ4 423 proof liters of denatured
alecohol sold by the taxpayer to two other corporstions

. 958
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. to be used in the memufacture of pubbing algscliole
- When the Comsissioner of Internal Levenue found
out later that only 48,108 proof liters of
denatured aleohol were used by the bDuyers in the
psnufactire of ubblog slgohols the original
spoeific tax assessment of $199,906.10 was reduced
to P33,696,60 only, Buat wihy?

ihe ansvar 1ls clearly reflected in tna.mian
taken by respondent himself, u. the ‘uprame Court
selidy Ll ColZguoondhic, BASQSLiNk Lel Sugciiic
$ax on the difference of 236,285 proof liters of
denatured aleohol used wmm“tm
in the manufecture of thelr industrial ehemical

products, namelys Shallats YoXnishe LGOCSK,

‘Loloner, wood dva. «logd clonnsars sod cleanlog
Ldudds was sutomallcoldy WiLLARaNn aod cuneallad
quently, this Court is constrslned to disagree with
tmm'ﬂﬂmwmmwm
sloner of Internasl Heveoua in tno'mn at bar ine
volving a staggering but shaky speeific tax assesse
mont of Py 853,419,61, |

ey
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WilEREFUKE,y Lhe dmlalm of the Commissloner
nf Internal levenue appozled rrnn ie reversed and
. the wobbly speeific tox assessment of ,853,419,61
issued agoinst petitioner is hereby cancelled and
declared to be witiout force and effect, Uo costs,

U WD, ’ ,

wegon City, November 29, 1976,

h-ui.dina Jﬂm

%.@u/

umi.ug Judge

Wi COuCUms
CONSTANTS Ge ﬁnﬁ}u
#Lu Judge
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