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These two (2) eases involve elaims for refund

of the suas of #22,362.97 and #9,934.23; repre=
senting the lending fnvestor’s fix percentaze
taxes peid in (969 and 1970 by peli ieners Insular
[ife Assurance Co,, Ltd., ard "lipines Life As-
sursnce Company- As these cases involve a common
legal issue, ‘hey were ointly “ried and submitted
for decision.

Pe itioners are duly registered domestic

corporatione engaged in 1life insurance business.
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Svidence for the petitioners sustalned the
faet that they 'hﬂ'e to invest the preafums they
reoeive, that they can not Just hold thee 1dle,
and thet iovesting those premfums iz incidental
to the operation of lifes insurarce companies
(pe 12, tossney July 10, 1972).

A & matter of fact, fection 183 of the In-
guronge Aet requires every 1ife insurance comneny
doing business in the-™M1lippines to hold its
funds *in secure ifnveatamente" egual to the “apge
gragate nat wmlna® of 1ts poligies, and ssong the
investhents tndiested ir Ceolion 197 of said
Act is presisely the landlng of romey on first
mortoager., :

That the Tnvestuent of the premiuvss solleeted
by insurenoe cowranies from polieyhelders apuears
to be net merely incidental or nsgessary but in
fagt rssential to the conduet of the 11fe insurance
biginees oannot be galnsaids Ner edn it be denied
thet "irguranas = affestod with ¢ pudlis intevest?,
and that perlmas oo otlsr business affeots the
prblie so Litisetely a8 does the insoranes btusic
negx,” (Vanes on Insimence, po 36e) Tt 18 for
these veazoms that the fnwestment aspeet of the
irsurange bosiness, including investoents 4n
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mortgage loans. is subject to s ingent regulaticn
sy the sta v, (Bee JSeai. 178-A, (83, 197, 200=h
of the Insuperas Aet. 1t 12 noteworthy that
aczording “o Ses, 200(! of the Insursnce Azt
an insurance corpor-tian may purchase and hold
property “as may have been mortgaged, pledged, or
eonveyed to it ., . - by reason of gogev Joaned by
df.n zursuange of tie rezalar higinesg of the
gorgoration - - o Undesseoring suprileds) Thls
provisien, to our aind, confirms the fsot tha'
lending money s part and saroel of The ‘nsurence
busineso,

"In thie comnestion, 't shenld be noted the®
Republie Aet Be, 6170 anended Sestien 1820A)(3)
of the Revenue Code by insepting thessin, among
sthers, subparaghaph ‘gg) ‘n which, for the first
“ime, banks, . nsurance companies; finance snd
investaent companies doing business in the Fhiline
pines were grouped tope her and made subje " to &
fixed tax om thei: Businesses. ~etiticners allege,
end respondent has not denied, that priod to Hee
public Ast No, 6790, wilch was approved on August
4, 1969, inrurance eompanics were 2lready engaged
in lending activities but had never been requived
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by respendent to pay ‘he fixed tax mpesed «
lendlog ‘mowetcss under the former fection E2(A
Zi{n of the Revenue Code. See BIR /uling daiod
Peb. 28, 1920, sumii. IS sppesrs to ue that
thews .9 lees reason now than before to holld them
Lible for ihe fixed tax 'mposed on lending inveiicic
#inoe they e7e rresantly subjest to the vad
under fooiisn 18974 13)(ge) by vistai of Republie
Aot Mo, €770. “n fasi, (t would be A1fficult to
as@enl he view that the legiclatoss, irn making
them .deble ‘or the fimed tax on their businesses,
@ise intended to meke them addi”‘onally  i1abie ‘or
‘me fixed ax on lend g inves ors urde subparegravh
@9 o Pess '-13!0.5}{3‘*' [Tormeily, subperegraph (u
of See. (F2(A) 3)7. It 1o inconceivable thst
barks ard finane: cempanies, whose lending aeti
iitee obviously constitute an nheren: and ne
tl’-m*i pail of thei: bPrsinesses. are to be re«
guired to pay the ixed tax on their busligrsses

as banki or finonce comranice and sga'n as lending
investors. [ nee ending money ' an integra_ and
esgentinl geti ity not enily of banks snd finance
compenies but also of lsvaranss companies, they
warw @ grouped together ander subparagraph (gi):
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and sines Congres: must heve been awvare of the
nafure of thei’ busipesses, it is to be presumed,
in the absence of eny exvress »rovision to the
cofitraiy, thet Congress intended them to pay only
the fixed tax under subparagrafh gr .

{ Regspendent giter Seetion (7€ of the Revenue
Code which provides that “one nocupetion or line
of business doer not breome sxemrt by being con-
dnoted with some other business of seempa o for
whieh such tax has been pa’d®. Imt the view we

hawe taken in this osse does sot eontravene sall
provislon which, sz we had oceasion to rule, “suu-

peoses” (Tlagan & Alajandsino = Collenior, Co¥elg
Case Moo 43 ¢ Tn the olted !lagen case It was
held that under "eotion 78, ome Wi was engaged
in business 22 a resd eontpaetor and slso as &
tuildding contragtor was subjest to the fixed ten
mmmmﬁu and alse te the fixed tax on
bullding cantraetors, It will be noted, however,
tha uwniike the insuranee business and lending
netivity of the netitioners in thin case; the
buziness of a road eontraster and the business of
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tots! premjums colleeted” under fection 255 of the
Bevesns Code ¢ zsgent a ly @ percentage tax and

it 50 different in reture from the perssntage tax 11
imposed on londing nvesatess in fection %'95-’!”';'

the same Code.

IN VIUW OF THE FORWGOING, respondent o here-
by ordered o refund to petitiones Ingu & Life
Assaranee Co., [td.; the sum of #122,362.97, we-
presenting the fixed and percentage taxes as
lending investor whieh it pald for the years 969
and 1970y and to petit oner Pilipines Life Assurane:
Company the sum of ¥9.934.23 representing the
fixed und pereantage taxes whieh it paid for the
Same years.

80 ORDTRTD .,

gz City. November 92, 1973
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I CONCIR

RAMON L. AVANCREA
kesoclate Judge

Assoolate Judge TSTANIZIAC R. ALVARPZ aimsents
in - separate opinien.
















































