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l HEUBLIC OF THR PHILIPPINES

COURT OF TAX APPEALS
MANILA

VISAYAN ELECTRIC COMPANY, 3.4,

Plaintifyf,
CEBU
BIloIAND L, MESR, Celleector of dé
Internal Revenue, 4%
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DECISION

The shove-entitled case vas filed originelly with the
Court of Pirst Instsnee of Cebu on lareh 8, 1949, and wns pend-
ing trial thereim when Republic ‘et No, 1125 —= the law eresting
hnm-rhw-:uw-mu. 1954.

Upon motion ef plaintiff's eounsel, the oase was remanded
te this Court for final disposition by the Court of Pirst Ine-
tanee of Cebu in am order dated Degember 11, 1954, pursusnt te
section 22 of Republic ‘et %o, 1125, involving as it does a dis-
puted assessment, e Love, therefore, assuned jurlsdiection and
are nov deciding thds case on the merits after due hearing pwr-
suant to the last cited provision of Aepublic fct Fe, 1125,

The plaintiff seeks in its complaint the refumd of the
Himmuﬂmnmwnﬂ
specifie taxes, respectively, paid on ‘aret 31, 1947,%0 the fu-
resn of Internal fovenwe on certain articles purebesed by it from
the United States Arwy in the Fhilippimes. In paragraph 6 of his
saswey, the defendant has offered to refund & part of the amount
claimed in the sum of r374.63 but not with respect the rest,

fere are the facts of the ease as gathered from the ad-
mitted portions of plaintiff's complaint and the doeuwentary
wiﬁ-w-
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The plaintiff, Vissyan "lectric Cospeny, S.1., is a gociedsd
ghonime, orgariaed and existing umder the laws of the Pailippines
with head offices in the (ity of Cebu, The company is emgnged
1a the business of operating electrie plamts fer light, heat and
pover purposes in the City of Tebu and naighboring mumicipalities,
ty virtue of a franchise grented te it by the defumet P:ilippine
ugzmm-un- ct 3499, approved on Desember ¢, 1928,

m April 25 and June 25, 1945, plaiatiff purchased from
the United Stat es irmy in the Philippines, certain articles for
i%s electrie plants whieh for better apprecistion we are listing
hereunder, with their respective valus snd the cospemsating nnd
specific taxes pid thereon and the date of payment of euch taxes.

GROUP =A™
Compenget- date
Artigles Yalue ing Tax af
Indd Peymout

1. ‘amilten Ingine F16,085.49 ¢ 561,91 lareh X1, 1947
2, 'igh Voltage Eleetrie .

vire (for trane- 4,013,96 14049 .

mnission sywtem)

dres (for distri- 1,337.9% 4e83 e

bution system) \
he Line W, ola, 5351.83 197.1 "
$. Trusk m 2,521,000 8.3 "
fa Weapoms Cerrier 1,671.00 58,49 .
9. Empty Drume 10,650, 0 m.m™ .
WaNe 1,05L.00 ___ 52,95 "

TOTAL TAXES PAID » = « = @ = = %{;—1‘

GROTF "p=
9. Inbricating 0l 7,787,500 lisers rR83,.50 March n, 1947
10. Gasoline 993.75 liters 49.59
11, Crude 041 149. met. tom _119.20 .

TOUAL TATES PAID » = « = = = = w
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On ey 7, 1947, Mereh 9, 1948 and April 29, 1948, the
plainkiff filed written slaims te the defeniant for the refund
of the compensating and specific taxes pald smoumting te
rl, 961,00 (miutumxmp,sm)u&
ground (}) thet it is wet an "importer” withis the purview of
sections 123 and 190 of the lationsl Intersal Revemue Cede whigh
imposes a speeific and compemsaiing tax om things imperted from
the Umited States and (2) thet it is likewise exempt from said
texes socording to its franchige, section 8 of ‘et Mo, W9,
approved on December 2, 1922,

T™he defendant Collector of Intermal "evenue on the ot er
band maintaing that the assessment and colleetion of the apo.nts
in question is im secordsnce with sectioms 123, 142 (®) (¢), 145 and
190 of the National Imternal Hevemus Code and that plaintiff'e
franchise does not azpressly emewpt it from the payment of seid
Lanes,

There being mo dispute ss to the fasts, this case resclves
iteelf inte ome of law,

s correetly summariged Wy counsel fer the respondent im
his memorandua, the hmcwm“rm;rm:

/1. Could the erticles purchsesd frem the inited Stabes

wee of ita sleetris plasty be sensidered as “in-

portations from without the Feilippines™ and
tmtm-hjmuthomdmm

&nd gspecific taxes as provided for in seetions
123, 142 (») (c) and 190 of the National Internsl
f-vemme ode?) and,

2. ‘re the srtisles in guestion exempt from said taxes
under plaintiffts franehise, section 2 of Aet Mo,
3499
/nnmnmmmwmmnmm
tive by the Sjprese Court in Go Cheng Tee wvs, Fiblano Meer, G.R.
M%.hhl?,lm;hm Insport and Export Co., Ine. va,

v 1373
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Bibiano Neer, G.R. We, 1~2927, Pebruary 26, 1951 sond PiP Navie
gation Coe ve, Bibdc-me leer ob al, G, R No, I-4621, Vnre: 24,
1953, where it wee held that purchnses from the United States
Arwy o Wavy in the Fhilippimes or any of the Instrunentalities
of the United States Govermment in the Fhilippives such as the
Forelga Licuidation Comminsiom amd the l'inited States Commercisl
formpany are desmad to be "purchsses from vithout the Philippines”
and the original purehaser thereof an "imvorter within the pure
viow of seetions 123 amd 190 of t'e fnticnal Intermel Revemue
Godey | ¥ find we valid ond Justifislle resson to deviate from
sueh well esiablighed precedents,

In this connestion we should mot lose sight of the purpose
for whic- the conpens:ting tax 'as beem imstituted, Av ow-
Mhﬂthm*ﬁmhh-ﬁ---
equsliger, to place casual importe-s, who nre not merenants
on equal footing with established merchants wa pay sales tax
on srtisles imported by the=," (p.ﬂ.m..lllpenur;
Tax Commission of the Pillippines), ihe faet, therafope, that
plaintiff sorpany did mot re-sell the artieles whieh .t hod
purchased firom the United States Avmy im the "hilippines lut
instead utiliged then im its elsctric light plants in Cedu
#1111 mot exespt it Crom the paywent of compensating and speei-
fie tawxes collectibie am tie authority of seetions 123 and 190
of the Hational Imternal fevemus Code,

Coning mow to the seeond cuastiom,

As reretoafore stated, ple »$iff also sssks exesntlon fros,
and refund of, the compenseting end specific tewes levied
asninst 4t under section B of its fromehise (it Ho, 3499)

a 14./?’
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", and that if o} all it should pay omly the 2%

rosds, tioroughferes, squares, bridges, cmc
otter ploces sand on ite Pmnohises, rights, privileges,
receipte, revemues end profiis, from whieh Laxes toe
grantes 1g herely expressly ewempted,.”
Plaintiff's counsel secas %o insinsuste in Lis menor ondum
tax on ite gross earnings as expressly provided in its franehise,

wdthout stating so eategorieslly, that under th: alovesquoted
provision of its franchise, It is exempl from all kinds of taxes

Ie lnterproting s similar fraschise undsy fet Yo, 2923,
spproved October 22, 1927, as acended by ‘et No. 3665, approved

lﬂum

eerzories, placed
ocsber 7, 1929, ir favor of the Pamay [leetric Cospamy eof

ineluding the tax om ite "roles, wires, imsulstors, switches,
Lleile, the Supreme Cowrt, in a rocent declsion, held the fol-

transforrers and other struetures, instlllaticns, cesducters,
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States Army in the Mi ippises and therefore subject to the

16 74
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To sumserize, in consonance vith the decisions eited

shove, ve are of tie opinion amd go hold b}th-tplfluﬁ'!f

conpamy i an “iamporter fron vithou! the ! ippimes" of the

ssoring ours)

articles which it had acquired bty purchase from the United
payssnt of the cospsassting and specifie texes provided for
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in sestions 123 and 190 of the National Imtermal ‘overus Code,
sl (b) that under seetion & of its framchise, (et lo. 3499)
plaintiff cospany is mot exe:pl from the paymeat of said tamee.
We mote im paragraph 6 of defendant's answer, ais offer
te refund to the pla ntiff the sum of P374.63, paid as com-
pemsating tax on the eleetrie wirss :nd lime transforser (items
2, 3, 4y Gxoup "A") foruing pert of the bulk of articles pur=
chesed by the plaintiff from the imited States Arsy in the
Philippines, ‘either the defondant mer the plaistiff have
advanced any legal basis for emgludisg these articles fres
the rest of the aequisition subject to compems:ting snd speeci-
fis tax, /s for as we see it, for the purpose of applying see-
tiom 190 of the letional Intermel lovemue Code, these articles
stand in mo 4iffer ut footing frem the rest of the scossodities
bought by plaistiff (rom the United States Army im the Philipe
pines, over wiich the defendent saw fit to assess compenssting
and specific texes om the suttority of gections 123 and 190
of the Netional Imtermal Heyemue Oode, For lack of legal
busis, we cannot, therefore, sanction the refund of the amount
of 374,63 paid by the plainti’f as coupensating tax om these
electric wires and lime tramsformer foraing part of the pwr-
ghape frem the United States ay in the Milippines notuithe
stending the confornity of defendant to the refund of said
amount, Whan exemption from tamation 1s elaimed, it must be
sbown indubitably to exist (Molina ve. Rafferty, 37 Fhil. 545).
WIERFOIE, upon the foregoing congiderstioms, plaintiff's
couplaint for the recovery of the smuumts of Pl,500.61 znd
¥452,39 pald as compens:ting and specilic laxes, reepectively,
on certain artisles bought from the United “tates Amy in the

4 17
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Fhilippines, 1s herely dismissed wit! coste acs'nat plaintify,

80 ORDERD, -

samila, hilippines, fugust 22, 1955 -

1 concur:

Assoeiste Judye fioman M,
Umali did wmot take part in the
procesdings,
gt 18






