. PHILIPPINES
COURT OF TAX APPEALS
MANILA - \

MANILA GAS CORPORATION,
Petitioner,

e yersus = CeloAs CASE NO, 210

COLLECTOR OF INTERNAL Ww
REVENGE , A
Respondent. Jp‘pl

DECISICON

rmtm:mnm@ummm-of
#107,126,80 and #81,703.09 representing compensating
and sales taxes respectively, paid from Noveaber 1931
te Octoder 11, 1995, . |

The parties subaitted the case for decision on
the fellewing stipulated facts:

ekt B Se it 16 1o

by virtue of the laws of the Philippines, the

asjority of the shares of stocks of which, are
olmed by the Fhilippine Government and the here-

in respendent is duly tg:unm. _quli.fud.

the Aepublic of the Fhilipine u..,:""‘“‘m“
s ve
the duty ef administer and enfore the pro=-

SR ST W TR
: _
m.:-:ﬂ' Revenue;

2. That the petitioner is the graatee of
a franchise authorizing it te construct, maine
tain, and gas s for the furnishing
of gas, and power the City of ikanila
and the prevince of Rizal, as orized in its
ture

That the herein petitioner hes been and
still mﬁg under sald framchise, sub-
Joct to the 2-1/2% franchise tax on its asanual

s receipts or earnings, in accordance with
mum«mtmiuuuutm.
39, which read as follows:
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"Sec. 9. The grantes ahall pay an-
myally on the fifth day eof January of
year to tha City of Lanile and Lo
the municipalities in the Province of 1
Rigzal in which gas is sold, two and one- !
half per centun of the groses receipts
within said city and municipalities, raes-
pectively, durlng the pracndlng year, Said
nmt shall be In lieu of all taxes, i

ar, Provincial, and municipal, except
taxes on the real estate, ouildings, plant,
maghinery, snc cther personal properiy !

ing to the grantee." (Sectlon v,
Ast No, 2039, enacted February 3, 19il.)

:

.49 That the gas appllances and spare parts
imperted Ly the petitloner and sold to ils cus=-
tomars are not couvered by its fraachise and
whagever sales tax the petitioner hes pald

was Lilled to its customers as purt
of selling price thersof and Lhe saue was
y collected by respondent;

s That the petition foxr veview ia the la=
stant case was iiled wnly on Lhoveaber 21, 1990

6e That ithe compensatling taxes paid vy petie
t on lmported amachinery, equipment and aa=
within the twe year peried pricr to the
‘l!w the fillag of its petition for review
or WOV RRGET ?u. 1953 %o Gcteber 11, L3350
m W I-‘k«.'iul-.iﬁ‘}i

Te That sll the paywentis 01 coupensating tuxes
in the tetal suk of (40,407,569 were made under
instant protesiy

8, That the lsporied machinery, eoulpuent
and materisals ier which nutw.nthw téxes have
been pald as shown In the atisched lList werked
Annex "A* hive not veen sold but were used in
connection with the petitiener's ousiness of we-

and furaishing gas for heat, iioht
lﬂ.m: in the Lity ¢f sanila and the preovince
of '

P ——— e . . e

R e ———

PO g 1 8 oy oo b g ol B
mr“m'&' and made an integral parc of
stipulationy
By virtus of the fozegedng stipulation of facts,
petitioner waived recovery of all coapenseting texes

paid beyond the twe-year pericd prier te Noveaver 21,

. 868 :

PR



DECISLUN -
CeT.Ae CASE B0, 200

-3-

1955, wuan the present petiilon for review was filed,
a8 well a» its clals for exsmpticon from the reimburse-

asht of the edvance sales taxes pald on articles, ma-
terizls, und gas sppliancess sold o its eustoners,
(Pars. &, 5, 6 & 7, Stimdation of Factsy pp. 1 amd
2, Memorandus for Petiticmery pp. 1 ond 2, Memoran-
dun for Respondent), Conssequently, the only issue
%o be detaruised is wiether or not under the terms of
its fracchise (iet No. 2039) the patitionsr is axenpt
frex the pay=meat of the coampensating tax prascribed
in section 190 of the Nstiounal Intarnal Rovamma Cods
on erticlos imported and used in relatiom with its
business of msnufactoriag and farnishing gaz for
heat, light, and pover,

The disputs hingee uwpon the proper interpretg-
tion of Sectiomn 9 of petitioner's franchise (set EBo.
2039) which read as rnllr;u:

®The grantee shall pay annunlly on the

fifth day of Jammaxy of euch yerr to the City
of vealla and to the tiss in the

estate, s plant mashinezy, and other
m r belonging tc the grautes."
Fy Aot ke. 2037)

The petitionsy centands that the two and one-
half (2-1/26) per eentum of the gross recelpts paid
to the City of Manila and to the muuicipalities in
the province of iizal whers gas is sold, is in lieu
of all taxes, insular, provinelal, wnd wunlcijel.
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The theory of petitionor 1s that it ls exeapt from
the paymant of “all taxes”, whilch should bz conse
trued to lmclude mot ouly proparty taxes, imheri-
tanoe taxes or successlon taxes but also sxelse taxe
es and "all othsr slods of texes the subject of which
' are suscoptibls of Just and proper classificatlon.
(pe 3%, Patitioner's Mesorandus). Consegueutly,
potitionar seais the refund of the aswount of ¥ Woy-
%07.89, wnieh it paid as cowpensating tax,

Respondant, howsver, contaonds tist petitioner
is 1liable for the cowspsusating tax on ite isported
articlss aveu though used In connscbion with the busi.
ness coverad by the Cfrauchisa, 1t 15 the thaory of
respondent thatl a compensating tax is o praperty tLax,
and thet the phrese *in lisw of sll texes” as used in
Seetion 9, of Act No, 2039, is limited to the taxes
nthut maybe luposed on the business covered by the
franchise”, Hence respondent contends that the patie.
tioner is not exewpt from the payment of other taxes,
whileh is mot siwilar to or in thd nature o0 the frane
chise tax. LKespondent further srgues that, "ths faet
thet its framchise (ict Wo. 2039) exprassly provides
that the petitionsr shall Le subjeet Lo 'taxes on
real astate, bulldings, plaui, mschinery, acd other
parsonal property belonging'® to it, sufficiently
Justifies this theory,

%We find respondent's view weritoricus., while
section 9 of Aet No. 2039 (petitioner‘'s charter)
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statss that the peresntage tax 1t pays shall be “ia
1isu of all taxes® 4t 13 also sxpressly provided
that "taxes on real aestate, buidldings, plunt machi.
mery and gilar perigpel Sroperty balonging to the
grentea® sre sxceptsd therafrom. The affect of tals
sxcepticn from the Sax eommutation iz thst the peti-
tioner shall mevertislasss be subjset to the payment
of tax®s ocn the real sstate, bulldings, plent =aeid.
nary and other parsonsl preperty balunging to it.
Under such sircunsiscess, ths deetrise lald dowm in
the case of Pasny Eleetrie do. vo, Collsctar of Int.
ernal Hevenue (O.%. Fo. (=6753, premulgnted July 30,
19595) &is comtrolling.

In lat onge, the Saxpwysr sought to clain
axanption from the paru Rt of ecoyencpting tax on
the gunerators o°¢ switehboerds importwi Mror sbroad
whivh ware subsequently ssed by it, Under seotion §
of its fraschise Lwet ko, 2903, sn suended) Peney
wmmmum.m;m
Sage tax which dad “is Mew of #1l faxes” levied wn
the subjscta suuwarabed therein, However, sociicn 1b
of AGS ho. 298] provides thet «

“Sha grantas (Papny Slaetrie ve, u-u

m and othar pevs nal

"ﬁﬂﬂlm#bmtrt:.::’!!
mwwmmmﬂ.

sating Stax om the aforessid Llmperted srticlos, the
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“If petitionar had hased the equip-
t in guestion in the ippines, there
s wﬁm that 4t womld Lﬂ te
because

thm:uWWihm.
to pay on Ats "real estate, bulldings,
lant, machirery, and other personal proper-
the sase taxes as are now or may hereafs
tar be required by law from cther perscns.
M.Jl’t, Ast No, 2983 as amended Aet No,

aurly within ths dascrir
——y

-

3665

Since in the instant case petitioner is net
exsmpted from the taxes on the personal proparty
belonging to it (Seetion 9, set Wo. 2039) which
inciudes ths compensatling tax on any suel perso-
nal proparty purchased or received from abroad, we
are constrained to hold that the petiticner is liable
for ths compensating tax om the gas aspplisnces, spare
parts and uachinery iavolved 1a this case.

It is arguod that the compensating tax is a Sax
on the use of goods (see Intermaticnsl Pusiness
Machines Corp. vs. Golleeter, G.k. No. i-6732, Merch
6, 1956; Masbate Consolidated Mining Co. vs, Colles=
tory Uelle Nos L7096, February 27, 1956) and there~
fore it 1s an exclse tax from whick the potitionsr
is oxeapled and net a property tax, However, im
ﬁlﬂﬂﬁ“ﬂﬁnmm
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rether than a provision lmposing 2 tex. lience, we
de not hesitate to comstyue the provision invoked

by petitioner strietly sgainst it for it is & settled
rule that tox exenption clauses are not favered and
unlest it sppears clearly and manifestly that an

. guesption is intended, the prevision is to be conte
trved strictly agalnst the party claiming exesption.

*inother facter thst should be bozme
in mind in connection with the interpretae
tion of the exemption clsuse undex conside-
ratien is that by its very nature the law
that ex s one from tax must be clearly
exr because the exseption cannot be
created By fmplication. Thus, it was held
that "Exenptions from taxation are highly
disfavored in lasws and he who claies exeup-

tion must be to justify his= cleis by
thdmut:::tﬂomn!cum
law,. An ewemption from the common burden
cannet be pe to exist upom
ivplication. ' (Collector of Heve
enue vs. Mamils Jeckey Club, Incs; T« fe

No. Le8795, Mazen 23, 1956, citing Asiatic

Petzoleum Coe ve Llanes, 49 Phil. 466

Sgs 2l3g Wouse v. Vesadas, 53 Pnil. 338.)

FOR ALL THE POREIUING, the decision of the res--
pendent Collector of Internmal Hevenue, denying the
clain of petitioner to the refund of the compensating
tax on the machinery, eguipment and materisls pure
chesed by it from abroad is heveby affirwed and the
petition for veview hereby dismissed, with cesis te
petitionex.

SO GRDERED,

Manila, Hovenber 29, 199%.

Presidine Judoe
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Associzte Judge



