REPUBL ICC OF THE PHILIPFINES
COURT OF TAX APPEALS
AQUEZON CITY

PHILIFPPINE POLYAMIDE INDUSTRIAL
CORPORATION,
Fetitioner,

- Versus - C.T.A. CASE NO. 3491

THE COMMISSIONER OF INTERNAL
REVENUE ,

Respondent. /._ .// e
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This suit involves a claim fop refund of the
total amount of PL0,ZI31.00 representing alleged H7%
internal Fevenue tax collected on petitioner
Fhilippine Folyanide Industrial Corporation’s
importations of raw materialg for the period from
July 8, 1980 to Januwary 7, 1981.

Fetitioner is a domestic corporation existing
under and by virtues of Fhilippine laws with office
at Bo. Mapayapa, Calamba, Laguna. It is registered
with the Board of Investments as a preferred

pioneer enterprise under Republic Act No. 35186 for
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the production of nylon & filament. As a preferred
pioneer enterprise, petitioner is  entitled to
exemption from all national internal revenue Laxes,
except income tax, on a diminishing basis.

For the period from July 8, 1980 to January 7,
1981, petitioner an several noecasions made
importations of raw materials in its manufacture of
nylon filament yarns and paid the 5% internal
revenue tax thereon in the amount of F6F0,331.00
pursuant to FPresidential Decree No. 1332 as amended
by Fresidential Decree No. 1395, Claiming however
that Fresidential Decree No. 1584 in relation to
Executive Order No. 569 restored its tay exemption
privileges imder Republic Act HNo. 5184 thereby
exempting its importations from the 5% internal
revenus tax, petitioner filed its claim for refund
with respondent Commissioner of Internal Revenue
and this instant petition for review on July 8,
1982,

Since no action was seasonably taken by
respondent on petitioner’s claim for refund, the
parties submitted this case for decision, after

hearing and submission of evidence, on the issue of

78



DECISION -
CTA CASE NO. 2491

whether petitioner is exempt from the 5S4 internal
revenue  tas (advance sales tax) paid on the
importations in question and thereby entitled to a
refund of the sum of FP&6F0,331.00,

It geems clear that under Republic Act No.
53186, particularly Section 8(a) thereof, enacted by
Congress on September 16, 1967, petitioner as a
preferred pionesr enterprise, ig entitled to
exemption from all national internal revenue taxes,
except income tax, on a diminishing basis as
follows:

(1) One hundred per «cent up to
December Z1, 1972;

() Bevenlty-five per cent up to
December 31, 1975;

(%) Fifty per cent up to December 31,
1977

(4) Twenty per cent up to December 31,
19793 and

(%) Ten per cent up to December 31,
1980.

However, on April 21, 1278, with the
promulgation of Fresidential Decree No. 1352, the
tax—free importation privilege granted to
petitioner as a pra2ferred pioneer enterprise under

Republic Act No. 85186 was withdrawn and instead
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subject to a five percent customs duty and five
percent internal revenue  tax. To quote the
pertinent provisions of Fresidential Decree No.

e
13582

SECTION 1. All importations which
are presently exemnpt from customs duties

and/or internal revenue Ltaxes under 4the
pravisions of any general or special laws

shall be subject to a 5 percent customs
duty and 9 percent internal revenue taxes
subject to the same limitations and
conditions presoribed under such law, if
Aany . The duty and tax imposed herein
shall be computed in accordance with the
applicable proavisions of the Tariff and
Customs Code, as amended, and the
National Internal Revenue Code of 1977,
respectively.

The custons duty anti internal
revaenue taxes imposed under this section
shall not apply to the following

importations:

1. Those which are euxemptl
in pursuance of or in compliance

with international treaties or
commitments, such as bthe ADR~RF
Host Agreement (196&); the 1947
Conventian on Frivileges are
Immunities of the United Nations
and its specialired agencies;
the United States Agency for

International Davelaopment-RPE
Agreemant g the 1947  #Military
Rases Mg reemeant s and other

similar trezaties or commitments;

2 Those which are exempt

under Section 17 of Presidential
Decres No. &6;
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Zoa Those which are exempt
under Section 12 of Fresidential
Decree No. 87;

4. Those which are axempt
under Fresidential Decree No.
2153

3. Those which are exempt

under Section 1 of Presidential
Decree No. 2923

iy Those which are orempt
under FPresidential Decree No.
9295

7. Those which are sxempt
under Section 1% of FPresidential
Decree 573G

a. Those which are exempt
under Presidential Decree No.
604

?. Those which avre exempt
under FPresidential Decree No.
bbby

10, Those which are exempt
under Section 76 of Fresidential
Decres No. 7683

11. Those which are exempt
under Presidential Decree No.
787%;

12. Those which are exempt
under Fresidential Decree No.
@723 and

1%. Those which are exempt
under Section 18 of Republic Act
No. &274.

SEC. 2. The pertinent provisions
of Fresidential Decreea Nor, 218,
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Fresidential Decree No. 269, FPresidential
Decree No. 348, Fresidential Decree No,
413, Presidential Decreaee M. 440,
Freside (Fial Decree No. 5330, Presidential
Decree o. 9238, Fresidential Decree No.
634, Fresidential Decree No. 681,
Fresidential Decree No. 690, Fresidential
Decree No. 926, FPresidential Decree No.
FR0, Fresidential Decres No. PP
Fresidential Decree No.o 1159, Republic
Act No. 720, Republic Act No. 2470,
Republic Act No. 4156, Republic Act No,
9186, Republic Act Mo. 6135, Republic Act
No. 1161, Republic Act No. 1370, Republic
Act No. 2640, Republic Act No. 3F0354,
Republic Act No. 4670, Republic Act No.
4830, Republic Act No. 4071, and Republic
Act No. 6042 are hereby rvepealed or
amended accordingly. (emphasis supplied)

GEC. 3. All  pertinent provisions
of special charters granting franchise
and/or similar provisions o f other
general and special laws are lilkewise
repealed or amended accordingly;

Provided, however, That fthe Fresident
may, upon recommendation of the Figcal

Incentives Review Eoard, declarea A
particular provision of an existing law
other than those enumeratern in the

preceding paragraph as not among those
repealed or amended by this paragraph.

As a matter of fact, as clearly and expressly
provided in Section 2 thereof, quoted above, the
pertinent provisicons of Republic Act No. 5186 -
exemption from all natiomnal internal revenus taxes

on a diminishing basis - were repealed or_ amended

accordingly. And to remove whatever doubts as to
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the taxability of all importations which were then
totally or partially exempt from customs duties
and/or internal revenue taxes under any general or
special law, Section 1 of FPresidential Decree No.
13923, promulgated on May 31, 1978, reiterates in
clear and unambiguous terms:

SECTION 1. Fresidential Decree No.
LI52 is heresby amended to  read as
fallows:

"SECTION 1, N1l dimport-
ations which are abt present
totally or partially exempt from
customs duties and/or internal
revenue tax under the provisions
of any general or special law
shall be subject to a five (5%)
percent customs duty and  five

(B%) percent  internal Fevenue
tan, subject to the same
limitations and conditions
prescribed uwunder such law, if
any .

"Im the CAase of

importations enjoying partial
exemption, the said duty and tax
shall be imposed on the exempt
portion in addition to the duaty
and tax due on the taxable
portion.

"The duty and tax imposed
herein shall be computed in
accordanze with UtThe applicable
provisions of the Tariff and
Customs Code of the FPhilippines,
as amended, and the National
Internal Revenue Code of 1977,
as amended, respecltively.

veove ve e
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"SEC. 4. The pertinent
provisions of the following laws
are hereby repealed or amended
accordingly:

"(a) Fresidential Decres

n(b)

"(C.)

Ii(d)

ll(e)

ll(.f:)

n(g)

] ( h)

"(i)
"(3)
n('_::)

n(l)

H(m)

()

No. 218,
Fresidential
No. 2483

Fresidential

No. 41735
Fresidential
No. 4403

Fresidential
No .

=
o950y

»

Fresidential

No. 5938;
Fresidential
Na. 67344
Fresidential
No. 992;
Fresidential
No. 1159

Republic Act

Republic Act

Republic Act

Republic Act
as amended;

Republic Act.

as.

nded:

Republic Act
as amendecd:
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3470,

2186,

6135,
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(o) Other general and
special laws, and
special charters
granting franchises.

(emphasis supplied)

Fetitioner however argues that Fresidential
Decree No. 1584, promulgated on June 11, 1978, in
conjunction with Exvecutive Order No. 569, impliedly
repealed Fresidential Decree No. 1352, as amended
by Fresidential Dectree No. 1390, insofar as the
latter seeks to impose the 5% internal revenue tax
on the impartationg at lssue made by petilioner, to
which full tax exemption was extended wnder said
Presidential Decree No. 1084 and Executive Order
No. 069, both of which are later and special
enactments. Fetitioner stresses that Fresidential
Decree No. 02 promulgated on April 21, 1978, as
amended by Fresidential Decree No. 1325 dated May
31, 1978 which wilthdrew the tax exemption granted

to Board of Investments registered enterprises

under Republic Act Ne . 5186, are earlier
enactments. According to petitioner, FPresidential

Decree No i1 .84 restored the exemption earlier

withdrawn under PFPresidential Decree No. 1352 as
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amended by Fresidential Decree No. 1395, Being &
later and special enactment, Fresidential Decree
No. 18984, in relation to Executive Order No. 569,
should prevail over bothh Presidential Decree Nos.
1352 ang 1395,

Insofar as pertinent hereto, Fresidential
Decree No. 1584, which took effect on June 11,
1978, provides:

SECTION 1. Seclion 15 of Republic

Act No. 5186 isn hereby amended by the

addition of subsections "q" and "r",
which shall read as follows:

"gg. Recommend to the Fresident in

mer itorious CABERSE, the
literalization of incentives

granted by the Board for
particular firms or specific
industries under Republic Act
N 9186, Repuhlic Act No, .
6135, and Fresidential Decree
No. 11093 the Fresident may in
the interest of national socio-
economic development, general
welfare ane/or national
security liberalize incentives
for such particular firms or

specific industries by: (1)
extending the period o f

availment of incentives, which
may be enjoyed only ~for a

limi ted periods; or (2)
increasing the rates of tax
exemptions prescribed for

enterprises registered with the
Board.
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"r. Recommend o the Fresident,
who, in the interesh of general
wel fare and development, may
@liminate, redace o suspend
The enjoyment of any of the tau
incentives administered by the
Board of Investments provided
that such reduction shall not
affect firms previously
registered or approved by the
Board prior to such reduaction.”

Shortly thereafter, the then Fresident of the
Fhilippines on November 23, 1979 pursuant to the

L 1

above—quoted provision promalgatesd Executive Order
No . 969 wherein he  authorized the  Roard of
Investments not to merely recommend , but to
actually axtend the par iod of availment of
incentives hy any registered enterprise for a
period not exceeding five (5) years and/or increase
the rate o f exemption of registered pioneer
enterpriszes.

Upon reqguest of petitioner, the Board of
Investments during its meeting on March 20, 1980
extended the time within which petitioner can enjoy
tay exemptions under Section 8(a) of Republic Aot

No. §H1846 at increased exemption rates pursuant to

Fresidential Decres No. 1584, (FExbv, J, p. 60, CTA
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of March 26, 1980 to petitioner:

April

1980 March 26

Fhilippine Folyamide Industrial Corp.
Suite 701 Ermita Center

Roxas Boulevard

Mamnila

Attention: Mr. Ramon C. Lee
Fresident

Gentlemen:

The BRBoard during its meeting last
March 20, 1980 approved your reqgueaest for
an extention in time within which to
anjoy tax exemptions under Sec. 8(a) of
R.A. 5186 at increased exemption rates,
pursuant to F.D. 1384, as follows:

Rate of Exemption Fariod
1007 Up to December 1984
7o Up to December 12864
D07 Up to December 1988
207 Lp to December 1989
It is understood that the BT

reserves the right to withdraw, terminate
or  reduce, at any Ltime the extended
period and/or increased exemption
benefits, whenever in the opinion of the
ROT, vyour firm no longer needs suach
asaistance.

Flease be guilded accordingly.
Very truly yours,

H. ZAYCO
GCovernaor

ds ) To guote the Board of Investments’ letter

Since Fresidential Decree No. 1352 issued on

21, 1978 and Fresidential Decree No.
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promulgated on May 31, 1978 had already withdrawn
petitioner s tax free importation privilege as a
preferred pioneer enterprise under Republic Act No.
9186 and instead subjected it to a five percent
customs duty nd five percent internal revenue Las,
obviously, thz tax exemptions of petitioner under
Section 8(a) o f Republic Actlt  No. 3186 cannot
anymore be extended. Fresidential Decree No. 1352
imposing a five percent customs and five percent
internal revenue tax in lieu of the duty and/or

tax—free importation privilege is wvery clear and

#plicit orn this point. Section 2 and Section 3
thereof expressly and clearly provide,

respectively, that the pertinent provisions of
Fresidential Decree No. 5184 and all pertinent
provisions of special charters granting franchise
and/or similar pravisions of other general and
spacial laws are otherwise repealed or amended
accordingly.

The pertinent provisions af Fresidential
Decree No. 1384 are very specific and mandatory.
"Recommend to the Praesident in meritorious cases,
the liberalization of incentives granted by the

Roard for particular firms or specific industries



DECISION -
CTA CASE NO. 491

under Republic Act No. 3184&", but there is no more
incentive to  iberalize because petitioner’'s tax-
free importation privilege under Republic Act No.
9186 had already been withdrawn by Fresidential
Decree No. IH2 on April 21, 1978. Then, by "(1)
extending the period of availment of incentives,
which may be enjoyed only for a limited poriod; or
(2) increasing the rates of tan exemption
prescribed for enlterprises registered with the
Board". However, Fresidential Decree Ho. 1584
could not have extended the tax exemption privilege
of petitioner under Republic Act No. 5186 since the
pertinent provisions of Republic Aclt No. 5186 on
this matter of tax exemption have already been
repealed wpon the promulgation of Fresidential
Decree Nos. 1352 and 1393 on April 21, 1979 and May
F1, 1978 respectively. If we are to adhere, as we
should, to the commonly accepted meaning of words
in consonance with settled rules of interpretation,
the very logical view is that you cannot liberalize
an incentive or extend a period which has already
been repealed.

The rule is well settled that one who claims

to be exempt from the payment of a particular tax
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must do so under clear and unmistakable terms found
in the statute. Tax exemptions are strictly
construed against the taszpayersi they being highly
disfavored and may almost be said "to be odious to
the law". He who claims an exemption must be able
to point Lo some pesitive provision of law creating

the right; it cannot be allowsed to exist upon a

mere vague implication or inference. (Asiatic
Fetroleum vs. Llanes, 4% Phil. 4é646, 471:; lUnion
Garment Co., Inc. vs. Court of Tax Appeals,

L.-1680%, Janpuary 31, 1962, 4 SUCRA TG4; Fhilippine
Acetylene Co., Inc. vs. Commissioner of Internal
Revenue, L-1920707, August 17, 1967, 20 SCRA 1036
Republic Flour Mills, Inpc. vs. Commissioner of
Internal Revenue Revenue, L-25%602, February 18,
1270, I1 SCRA 5203 Commissioner of Customs vs.
Philippine Acetylene Co. & Courlt of Tax Appeals,

L-2244%, May 29, 1§71, 39 SCRA 71; Davao Light and

Fower Co., Inc. VS Commissioner of Customs,
L-28%902, March 29, 1972, 44 HCRA 122.) The right

af taxation will not be held to have been
surrendered unless the intention to surrender is
manifested by words too plain to be mistaken (Ohio

l.ife Insurance & Trust Co. vs. Debolt, 60 Howard,
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416), for the state cannot strip itself of the most
ezssential power of taxation by doubtful words; it
cannot, by ambiguous language, be deprived of this
highest attribute of sovereignty (Erie Railway Co.
ve. Commonwealth of Fennsylvania, 21 Wallace, 492,
499) . S0, when exemption is claimed, it must be
shown indubitably to exist, for every presumption
is against it, and a well-founded doubt is fatal to
the claim (Farrington vs. Tennessee & County of
Shelhy, 93 U.8. 679, &86). (Asiatic Fetroleum Co.
va., Llanes, 49 Fhil. 4&66, 471; Manila Electric
Company VS . Comnissioner of Internal Revenue,
L—-29987 & [.-23I844, October 22, 1975, 67 SCRA 251.)

WHEREFORE, we find no merit in the instant
petition fo. review and the Same is hereby
dismissed at petitioner's costs.

S0 ORDERED.

Quezon City, Metro Manila, March 31, 1989.

Cloariile Lcod,

AMANTE FILLER
Fresididg Judge

J/
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WE CONCUR:

AN

'ﬁa"Q/\mN

CONSTANTE C. RDAQUIN
Agsociate Judge

Moo 9

AL . REYES
Associate Judde

CERTIFICATTIORN

I hereby certify that this decision was

reached after due consultation among bhe menbers of

the Court of Ta+ Appeals in  accordance  with

Section 13, Article VIII of the Constitution.

Y )
é%%uﬂﬂl::Z:}A:;CJJL//V

AMANTE FILLER
Fresiding Judgs
Court of Tax Appeals
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