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REPUBILIC OF THF. PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY ’

[PALDA TIFCTRIC CO,, INC.,
Pntihumr,

versus cho’to M HG, m‘

COMMISSIOWFR OF INTERMAL

REVP 41, )
Respondent, yalro /7S

PECISION

This is an appeal interposed by petitioner on its
elaim for refund in the amount of F4+,590,93 paid under
protest on April 11, 1969 for 1n§m taxes from July
to December 1967,

The faets of the case are not disputed. It appears
that petitioner is & publiec service entity engaged in
the supply of electrie light, heat and power 1in
the City of lLegaspl lnd in the Maniclpality of Darags,
Albay. Fetitioner is the original grantee of a fran-
chise under Aet Fos, 2475 and 2610 of the Fhilipnine
Legislature, which was extended for ‘-nuthar rafrty (50)
years under Republie iAot Ho, 3730 on June 22, 1963,
Jection 12 of Tepublic Aet No, 3730 provides as follows:

erowes :IE;ib;ng::?t:g:"‘tﬁmﬂ:tf::

its succaasors or assignas, shall pay

guarterly into the treasury of the City
of [egaspi and the Municinality of Dgra-

ga 3 tax ¢ to two per centum of the
gross urn’:'ul from electric current
sold or supplied under this franchise in
sald eity and sunicipality, This tax
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aball be ip liey of all other
nnl_.m_m.um.r.tmm

mlmmm?mfiu
Ml.ﬂ.,.nmun.

sgoring ours,

wWhile the said Hepublie Aet Ne. 31730 was then in
full Torce an' effeet, Congress passed Republie dAct Mo,
5431 on June 27, 1968, On the basis of Republic Aot Fo.
h31, petitioner peid the amount of h,590,93, represent-
ing partial payment of income tax assessed lor 1968
belleving that the tax exemption provision (Seetion 12)
of Republie Aet Nc, 3730 had been repesled by Republie
Aet No., S431. Petitioner, however, realizing subseguent=-
1y that it should not be 1liable for income €ax, filed
on Ncvember 23, 1970, a formel letter dated November 16,
1970, claiming the refund of the aforesaid amount of
#4,590,93. There having been no aetion takenm by re-
spondent on the aforesald formal claim for refund,
petitioner filed i1ts appeal to this Court on April 5, 1971.

We need not dwell on the effect of Hepublie Act Yo,
%31 on petitioner's franchise, Nepublie ket lio, 3730,
Fven if Nepublic Aect Mo, %431 has not amended the tax
exe ption provided in Republie Aet No, 3730 petitioner
would st1l]l be svnbjeet to the income tax,

, The language of the tax axemption clause in Jeetion
12 of petiticoner's-franchise doces not appear to be all
embracing as petiticner assumes, UNote that 1t does not
just say "in lleu of all other taxes" but goes on te say
"on all nroperties execept real properties™, It was
easier to say "in lieu of all other taxes except taxes

B Wl e
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on real property” if the intention of Congress was to
exennt petitiuu&r ef all taxes of whatever nature exocept
taxes on real pronerty. IR saying Instead "taxes on all
properties except real properties” tie most ressonable
inferencs one can draw ls that the exemption was intended
only for taxes on propertles s tils i1s understood in
taxation, PFor example, it exempts petiticner from the
payment of property tax on its poles, wires, transforuers,
inaulators, ete. but not to exeise taxes such as compen-
sating taxes or te other taxes which are of differant
nature from property taxes, (Manils Wlectric “ompany v.
¥isael P, Vera, G.R, No, L=29987, October 22, 1975
Manila Fleetrie Co, v. Penjamin Tablios, (K, No, L-730h7,
October 22, 1975.) The least that canm be said 1s that
the language of the exeamption clause is amblguous and
equivoeal while the right to & tax exemption should be
made in clear and vnmistakable terms. Said the Supreme '
Court in this respect:
" 1, Ume who claims to be exeupt from
the payment of a particular tax must do so
under clear and nmmistakable terms found in
the statute. Tax exemptions are strictly
construed ggainat the. r, they being
highly Atlsfavored and may almost be s=aid
“"to be odions to the law." le who claims
an sxemntion must be able to point to some
positive provision of law ereating the
right; it cannot be allowed to st upon
a mere vague implioation or inferesnce,
The right of taxation will not be held to
have been surrenderad unless the intention
to surrender 1s manifested by words too
in to be mistaken (Chio life Insurance

% Trust Co, vs, Debolt, 60 Howard, &15), for
the state cannot strip itself of most
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essential power of taxatlon by doubtful wordsj
it eammot, by ambiguovus language, be deprived
of this highest attribute of sovereignty
(“rie failway Co, vz, Commonwealth of Pern~
sylvania, 21 Wallace, 492, 499). 3o, vhen
exenntion 1s claimed, 1t must be shown in-
dubitably to exist, Por every presumption is
against it, and a well-founded doubt is fatal
to the elaim (Farrington vs, Tennessee &
County of Shelby, 95 U.S8, 679, 686). (Manila
%lectric Company v. Misael F, Vera, ete., G.R,
fo, 1-29987; Manila Fleetric Company v. ton-
Jm sﬂc Tﬂﬁﬂ.' ftﬂ-' UoR . nﬂo 238"’?’

v It is settled in this Jurisdiction that the income
tax is not a tax on propert . In Madrigal and interno v.
iafferty and Coneeption, 3L Phil, %1%, our Supreae
Court sald:

Income as contrasted with eapital er
or property is to be the test, osgenw-
tial difference between eaplital and in-
come 1s that cspital iz o fundt
H & fund of propertr existing at an

nstant of time 1= called capital. A flow
of services rendered by that capital by the
payment of money from it or any other benefit
rendered by a fund of capital in relaticn to
such fund through a period cof time is called
income. Capital 1s wealth, while income is
the service of wealth. (See Flzher, "The
fature of Capitsl and Income,") The Supreme
Court of Georgia expresses the thought in the
following figurative langnage: "“The faet is
that property is a tree, 1mun;‘_%: the fruit;
labor is e tree, income the fru"t; capital
is a tree, income the t."  (wWaring vs,

. neome

sg here )
BB L1500, . Ty 26 80 LTuf.D. Kby
a 12 ¥ . by o ol allgfgid,
??* 83 I"" To - 3..‘ 65" 19 !l';“k' qﬂ .5 #a;
h Tax Cas,, 2695, Foster's Income
Tax, see edition L1915/, pter 1Vs black
on income laxes, second edition 1 Chap-
ter VIIl; Gibbons vs, Mashen 1890/, 1306 U.5.,
5493 and Towne vs., Tisner, decided by the
[IuiLd ftates Bupreme Court, Jamary 7, 1918,)
(Underscoring supplied.)
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WEREFOAE, the decision appealed from is hereby
affirmed. Without rronouneenent as to costs,
B0 CHDERWD. : ‘

Quezon City, December 10, 1975,

/B a

RAMON L. AVAICERA
Assoclate Judge

WE COUNCYR)
[

ROMAN M, IMALI '

Presiding Judge
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Assoolate Jnd;e
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