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payments were all accepted without question by the
respondent until 1961, when respondent changed his
opinion with regards to the rate of franchise tan
payahble by petitioner, not only from then, but even
retroactively from 1950, and accordingly, issued
against petitioner an assessment for alleged
deficiency franchise tax which with the surcharge
for late payment of 20%, amounted to a total of
17351 ,9897.596, for the 10-year period.

& That said alleqged deficiency assessment
was received by petitioner on March 11, 1961, and
on HMarch 2%, 1961, petitioner wrote the respondent
requesting that, for the reasons stated in said
letter, sa il assassmant bre feconsidered and
withdrawn.

7 - That after over a year and a half later,
the respondent by a letter dated Oct. 10, 1962, and
which letter was received by petitioner on MNov. 8,
1962, admitted petitioner’'s allegation af
prescription under Sec. 331 of the then applicable
Tax Code, but re-asserted . his claim for supposed
deficiency franchise tax for the vyears 19%6 to

1961, instead of from 1950 to 1960, which alleged
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deficiency together with the surcharge of 20% for
late payment, amounted to a total of FRE,755.14.

Hence this  petition for review filed on
Movembheyr  2é&, 1962 praving that the deficiency
franchise tax assessment as contained in
respondent s letter to petitioner dated October 10,
1962 bhe cancellied and withdrawn.

Basically., the lone question tendered for
resolution is whether petitioner is subject to a
franchise tax of 2% as prescribed in its municipal
franchise, instead of the A franchise tax
prescribed by Section 2592 of the then applicable
National Internal Revenue Code,

Respondent contends that petitioner has become
liable for the 9% franchise tax since October 1,
1944, the date of effectivity of Republic Act No.
327, amending Section 2%9 of the then applicable
Mational Internal Revenue Code, for 5aié franchise
is subject to aménament, alteration oar repeal by
the Congress of the Fhilippines, and petitioner’'s
municipal franchise * does 10t preclude the
imposition of a higher rate of franchise tax.

The records of the case show that after the

petition for review was filed:
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SEC. &. This Act shall take effect
upon its approval.

Approved, June 22, 1967,

o 0n  August 4, 1963, petitioner wrote
respondent Commissioner of Internal Revenue a

letter reiterating its request for the withdrawal
and cancellation of his assessment demand for
deficiency franchise tax because petitioner’'s new

franchise, Republic Act No. 3660, supra. which

=)

imposes 2% franchise tax on i1ts gross receipts,
took effect wupon the date the original franchise
was granted.

T To which letter respondent wrote back to
petitioner on January 22, 19264 countermanding and
cancelling the additional assessment of F42,257.45,
alleged deficiency franchise tax of petitioner for
the period from Jamnuwary 1, i@bl to December 1962,
due to the fact that wunder petitioner’' s franchise
Republic Act No. 3660, petitioner is subiect only
to 2% franchise tax. To quote: (Exh. C. p. 40,

CTA vecord.)

"Referring to Yo letter dated
August 4, 1967, concerning the deficiency
franchise tax liability of the San

Fernando Electric Light & Fower Co., Inc.,
that municipality, for  the period from
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January 1, 1261 to December 31, 1962 in
the aggregate amount of F42,257.4%5, please
be informed that upon further study of the
relevant facts of, the case and the law
involved, as well as the arguments vyou
have presented, this 0Office agrees with
your opinion that the electric company is
aubject to the 2% franchise tax rate only,

pursuant to Section 2-0 of its franchise,
Republic Aot N . ZhH60, which amended
FRepublic Act Nao, 33207, This is also in
line with ouw previous ruling on the
franchise ta case of the Marikina

Flectric Light, Inc., holding that the
same is subject to the rate of tax
provided for in its franchize.
Accordingly, our letter to the Company
calling for the payment of the amount of

FAR2, 457 .45 is hereby countermanded and the

asseasmnent issued therefor withdrawn and

cancelled,

4, Ry letter dated October 7, 1964, received
Octaber 8, 1964 by respondent’'s office, petitioner
again wrote respondent Commissioner of Internal
Revenues calling attention to the fact that
respondent in his letter of January 2, 1944 had
already conceded that petitioner is subiect to the
2% franchise L x only pursuant to Section 2-4 of
Republic Act Mo. 2660 and accordingly withdrew and
cancelled his assessment for the amount of
a2, 457.4% representing deficiency franchiszse tau

for the period from January 1, 1961 to December 21,

1962, In view thereof, respondent should also
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wifhdraw and cancel his deficiency franchise tax
assessment in  the amount of FB2,7535.14 for the
period from Januwary 1, 1954 to December 31, 1960,
which is the subjiect matter of the present petition
for review.

G Since the abovesaid letter dated Qctober
7, 1964, nothing has been heard by petitioner from
respondent, althmugﬁ respondent has been collecting
fraom petitioner a franchise tax of 2% without any
guestion. -

Fetitioner contends that in view of Section 2-
A, quoted above, it is subject to the 2¥ franchise
taw.

We agree.

Bection 20y of petitioner’'s franchise.,
Republic Act HNo. 2660, quoted above, which amended
Fepublic Act  No. ERO7, s very specific and
mandatory. Tt merely calls for application as thus
wordeds "Frovision of laws to the contrary
notwithstanding, the franchise tax equal to two per
centum of the gross earnings of the grantee shall
he respected. Effective upon the date the original
franchise was granted, no other tax upon its

capital stock, franchise, right of way, earnings
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and all other property owned or operated by the

grantee under “his concession or franchise shall be
levied or assessed on the herein grantee except the
franchise tax of two per centum of the gross
parnings mentioned in the said original franchise."

There is no room for interpretation. It is well-

settlead that a statute, freea from any

constitutional infirmity, must be enforced as
written.

Fepubhlic Act Ne . YA which imposes 2%
franchise tax on the gross earnings of petitioner

expresaly and clearly provides that it shall take

effect uwpon the date the original franchise was

granted, provi o f laws to the contrary

notwithstanding. As  a rule, revepus laws are

- =3

prospective in operation, unless, as in this case,

the legislative intent that the statute operate
retrospectively is intently expressed wle
necessarlly impliesd. (51 Am. Jur. I5%: Lorenzo ve.
Fosadas, &4 Fhil. 353: Commissioner of Internal
Revenue wvs. Filipinas Cia de Seguros, 107 Fhil.
1055, ) Tt can e =said therefore that the
amendatory legislation has the effect of precluding

the imposition of a highetr tax as provided in
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Section 289, as amended by Republic Act No. 39, of

the then applicable NMational Internal Revenue Code.,

Accardingly, the assessment of respondent
Commissioner of Intermnal Revenue assessing and
demanding from petitioner San Fernando Electric
LLight and Fower Co.. Inc.. the payment of the total
amount of FE2,735.14 ’repreéentinq deficiency
franchise tax and 257 surcharge for the period from
January 1, 12546 to December 31, 1960 is cancelled
and countermanded.

WHEREFORE , the decision appealed from is
hereby reversesd without pronouncement as to costs.

20 ORDERED.

Guerzon City, Metro Manmila, July 15, 19483,

WE CONCHR 2

(on official leave)
CONSTANTE C. ROAQUIN
Associate Judge

AL . REYE
fAissociate Judage
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CERTIFICATTION

I hereby certify that this decision was
reached after due consultation among the members of
the Court of Tax Appeals in accordance with Section
1%, Article VIII of the Constitution.

Ohoeraids

AMANTE FYLLER
Fresidind Judage
Court of Tax Appeals




