REPUBLIC OF THRE PHILIPPINES
CCOURT OF TAX APPEALS
MANILA

VISAYAN BLECTRIC CO., S.A.,

Petitioner,
« Versus - C.T.A, CASE NO, 106
- THE COLLECTOR OF INTERNAL /
REVENUE , /5
_ Respondent. \b
X—-------------X [‘.(a

VISAYAN ELECTRIC CO., 5.A,,
Fetitioner,

- VErsus = C.T.A. CASE NO, 112
THE COLLECTOR OF INTERNAL :
REVEnUE ,
prondnnt.
l.-.‘.--“"“.":
*

BECILISION

These cases invelve clalms for the gefund of
alleged overpayment of franchise téx on the gross
earnings of petitioner®s two electric plants for the
years 1953 and 1954, one located st Dipolog, came
. boanga del Norte and the other at Bogo, Cebu, clmimed
to have been erreneously collected by respondent,

In view of the identity of the parties and questions
involved, the above-entitled cases were consolidated
and heard jointly,

‘f;'h only cuestion te be reselved here is whethex
petitioner, Visayen Electric Co., S.A., is subject to
the 5% {ranchise tex as prescribed by section 299 of
the National Internal Revenue Code, as amended, or as
contended by petitioner, to the 20 tax mentioned in
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section 10 of the form prescribed in Act 3636,

It appears that the petitioner herein, Visayan
Electric Co., S.A,, is & gociedad anoniwa, organized
and existing in accordance with FPhilippine laws, with
office and principal address at the City of Cebu. It
is engaged in the business of maintaining and operate
ing electric light, heat and power systems, among
other places, in Dipoleog, LZanboanga del Worte, and
Bogo, “ebo, The franchises to operate the Jipeleg
and Dogo power plants are by authority of Republic
Act No, 442 and Republic Act No., 443, respectively,

both of which were approved on June 7, 1950, DLuring
the years 1953 and 1954, the respondent collecied fxom
the petitioner as franchise tax on the gross earnings
of the Lipolog branch, the amount of #11,018,03, and
on its Bogo branch the sum of #3,391,74, both taxes
having been computed at the rate of five percentum (5.
On January 20, 1995, petitioner wrote respondent
two letters (one referring to its Dipoloyg braanch, the
other to its Bogo branch) requesting separstely, refund
of alleged overpayments of franchise taxes for each
branch for the years 1953 and 1954, which petitioner
| computed as follows:
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1953 and 1954 |
Gross Larnings « « ©« ¢ « o & = ¢ o o « P22, ,260,43
Tm Fﬂd .t ﬁ i i o e O . e 11:01:-03 l
Im m ..t 3 S e W o g e e - m
AMOUNT ALLEGEDLY OVERPAID coweas | 0,607,081
o
e
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000 BRANCH

4293 and 1954

Gross Earningg = @ = o = « @« o =« =« = « = #67,834.84
Taxes Paid 8t 5% = =~ = e = e e = o === 3,391.74
T.mm..ta--.-----..-.-

AMOUNT ALLEGEDLY OVERPAID - weee ¥ 2,035.05

On March 19, 1955, petitioner received respon-
dent’s letter dated February 12, 1955, denying the for-
mer's ¢laim for refund of alleged overpayment of fran-
chise tax on its Dipolog branch. On March 29, 1995,
petitioner also received respondent®s denial to the
former®s request for refund of taxes allegedly overpaid
respecting the Bogo branch. Thereafter, petitioner |
filed 1its petition for review with this Court, appeal- (
ing the decisions of the respondent respecting the Di-
polog and Bogo branches, respectively (C.T.A, Cases
Nos., 106 and 112).

Petitioner®s contention in both cases may be
briefly stated as follows: Section 1 of Republic Acts
442 and 443 provide that that franchises granted hereby
are subject to the terms and conditions established in
Act 3636 as amended by Commonwealth Act 132, therefore,
Act 3636 as amended is incorpeorated in Republic Aets
442 and 443 as integral parts thereof; simce section
10 of the form prescribed in Act 3636 however, merely
requires 8 'Z% tax on the gross earnings of electric ‘
current sold and supplied under this franchise . . . . |
. e o o in lieu of any and all other taxes®, the pe-
titioner should not have been made to pay the 5% fran-
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chise tax prescribed in section 239 of the Tax Code
as amended. '

This Court had occasion to pass on these argu=
ments in an earlier case between the same parties en-
titled Visayan Electric Co., S.A. vs. Col.l.ctor_ of
Internal Revenue, (Cebu Civil Case No. R-3119, decided
August 12, 1955) in which it found them without merit.
Except for the period and the amount involved, the
said case is exactly on all fours ulth the present one.
In rejecting these contentions of the petitioner once
again, we believe that this Court must be comsistent
with its stand taken in two other previous cases,
namely, Cleomenes V. Fortugaliza, Jr. vs. Collector
of Internal Hevenue (Neg. Or, Case No. 2924, decided
January 12, 1955), and Carcar Electric and lIce Plant
Co., Inc., vs. David (Cebu Civil Case No. R-310l1, de-
cided May 13, 1995) and which we guote approvingly
by virtue of the similarity of the franchises and the

- laws invelved, as well as the questions decided. Iin

rejecting the contention that section lU of the form
prescribed in Act 3636 should be deemed read into the
provisions of Hepublic Acts 442 and 443 by virtue of
section 1 of these Hepublic Acts, we quote:

*Te this end and mindful that Congress
is presumed to have understood Lhe lan e
it used and to have acted inm accordance with
its intentions, it is but legical to say
that the terms and conditions referred to
therein are those mentioned in sections 2 to
17 exclusive of section 10 of the prescribed
form, and such terms and conditions did not
include the tax exemptions provided for in
section 10 thereof, For if we are to follow,
as we should, the plain and commonly accepted
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meaning of words in consonance with the
accepted rules of interpretation, the
Kgnu ‘terms and conditions® simply em-
aces the limitations, restrictions, pro- -
pesitions, or provisions stated or offered
for the scceptance of another and deter-

ni.n.i.uq the nature and scope of the agree-
ment.,

*“This cenclusion is rendered clearer,
when we take inte account the applicability
to contracts granting exemptions from taxa-
tion of the principle that tax exemption
laws are to be strictly construed against
the exemption.* (F iza v. Collector,
CTA=Neg. Or. Sp. Case 2924, J 12,
1955; Visayan Electric Co. vs. ector
CTA~ Cebu Case No. 3119, August 12, 1955),

And again, in the case of Carcar Electric and
ilce Flant Co., Inc. vs. David, 3upra, on the same
issue, we maintained:

"Granting for the sake of argument that
all the sions in the form prescribed by
section 1 of /gt 3636 were incorporated by
reference in the franchise of plaintiff, we
are still of the opinien that the plaintiff
is subject to the 5k franchise tax prescribed
in section 259 of the Tax Code, as amended by
Republic Acts Nes. 39 and 418.

' *The Congress of the Philippines enacted
House Bill No. 730 (now Republic Act 39) inte
& law for the sele purpose of increasing the
tax on corporate franchises because "of the
need for additional revenue to meet the ex-
panding needs of Government® and it is our
duty to interpret the law in such a way as
not to defeat its very purpose.

"Act 3636 is a general lew which was ap-
proved on December 7, 1929, Section 1O of
the form prescribed im section 1 of the said
/et treats of mxﬁx subject of taxes
on corporate f ses, and was 1911.411
repealed by Hdepublic Act 3 because both laws
covered the same subject matter, Therefare
the 24 franchise tax originally prescribed in
section 10 of the form provided in section 1
of Act 3636 shall now be considered as 54, the
franchice tay immasad bv Raoublie Aet 39.9%
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//vwhiln it is true that section 1 of Aepublic
Acts Nos. 442 and 443, expressly referred te Act
3636 as amended by Commonwealth Act 132, we can not
subscribed to the contention eof petitioner that such
a8 reference revived in its entirety Aet 3636 for it
would have the effect of disregarding the clear and
announced policy of the state of increasing franchise
taxes reflected by Republic Act 39, which toock ef-
fect on Gictober 1, 1946, and amended section 299 of
the present Tex Code by increasing the rate of fran-
chise taxes from 2% to 5% to be applied to "existing
and future frarc hises", in order to support and meet
the increased needs eof government activities at the
time, I1If we are te fellow the view of the petitioner
to its natural conclusions, it would result in dire
consequences prejudicial to the Government in parti-
cular and te the nation as a whole and void the an-
nounced legislative poltcy;]

To sustain the contentjon of the petitioner
that Congress did not intend to subject franchises

granted to petitioners to the 54 franchise tax embodied

in section 299 of the Tax Code would render nugatory
the revenue purposes of Aepublic Act 39 and completely
drain the already thinning coffers of our National

Treasury. We would rather believe that in view of the

precarious financial condition of our government, Con-
gress never did intend to apply the 1929 rate of taxes
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66‘3 of the gross sarnings of electric current sold
and supplied . . « « ¢« = » « in lieu of any and 2ll
other taxes" but rather, conscious of the 5% franchise
then enforced, the legislative body had in mind the
application of the 5% franchise tax provided for in
section 259 of the Tax Code in the grant af"' the, fran-
chise and at the same time preserve the revenues of
the government, ' _

¥e therefore reaffirm the stand we took in Visa-
yan Electric Co., S.A, vs. David, Supxa, that:

: "The legislative franchises in faver of
ﬁu"m Eu“’ﬁ.f‘:?ﬁu“&ifi%t
franchise tax, consequently It is subject io
the 5% £ se tax in sectien
Saanded by Repuniic Acts 3 snd aiBec .

IN VIEw OF THE FOREGOING, the petitions for re~
view filed by the petitioner Visayan Electric Co., S5.A.,
in the above-entitled cases Mdb’\.ldﬂ-ﬂ_m
herepy dismissed with costs against the petitioner,

S0 CRDERED,

Manila, Philippines, November 25, 1955,

~ et

Presiding Judge

Associate Judge Homan M. Umali
- did not take part. -
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