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PECISION

The respondent assessed arainst the petitioner
the sum of 730,940,333, representing deficiency
franchise tax and surcharge for the period from
July 1, 1948 to June 30, 1959. The deficiency
franchise tax wag acssessed pursuant to Qggﬂgg
259 of the Natiosal Internal Revenue Code which
imposes a tax of 5% of the gross rcociﬁti or cﬁén—
ings of heolders of franchises, after crediting
petitioner with the 2% franchise tax it had pro—l
vionsiy paid pursvant to its mmniecipel rruachgia.

Having Tailed to secure a reconsideration of the
assessuent, petitioner has instituted the present
appeal.

There is no dispute as to the fagts. Peti-
tioner was granted s ranchise by the municipal
couneil of Imus, Province of Cavite, to operate an
eleetric plant in lmus. The resolution of the
muniecipal couneil of Igns grnntin; the franchise
was enacted pursuant to Aet No., 667, as amended.
The franchise provides that petitiorer shall pay a

franchise tax of 1% of its gross receipts or earn-
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ings during the first 20 years of its existence,
and 2§ during the next 15 vears. PFetitioner paid
the franchise tax pursuant to its franchise. How-
ever, respondent contends that petitiocner 1is
subjeet to the franchise tax of 5% of its gross
regeipts or earnings pursnant to Secotion 3159 of
the fleverme Code., The sole issue is, therefore,
vhether petitioner is subjeet to 2% tax provided

in its cusrter or to the 5% tax provided in 3ection
259 of the Reverme Code,

It 1s contended that the tax legally due from
petitioner 1s only 2% of its gross reeeipts or
earnings as provided in its franchise beeause (1)
its franchise is in the nature of a contraet whieh
cannot be impaired without viciating the contraet
clause of the Constitutien, and (2) Seetion 259
of the Revenue Code being a general law has not im-
pliedly repesled petitioner's franchise, a special
law.

The cese of lealda Electrie Co., Inc. V. Com-
missioner of Intermal Heverue, G. R, No, L-164328,
April 3¢, 1963, is squarely im point., Said the
Supreme Courtt

Petitioner invokes our decision in

Visayan Electric v. Saturnino
Dlvj.d (‘” O. Go Hﬂ- s De '385) and
Manila Railroad ve Rafferty

(0 Phils p. 22%) ma to the effect
that speeial laws or charters msay not
be amended, altered or rerecaled, ex-
eept by consent of all coneorno&.
unless the right wvas expressly re-
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Served, Saild ruling is of no avail
to petitioner for two reasons.

Firstly titioner's charter
(Art. 11, Chet Fou 3u79) contains
an express ' rovision to the effect
that the same may be altered or re-
geulod by the Congress of the United
tates ~ now of the Fhilippines.
And, as already atated heretofore,
the rate of the franchise tax peti-
tioner had bean paying under the
provisions of ESeetion 10 of Act
3636 was expressly smended by Act

uc. 39!
Secondly, the franchises in-
volved in the cases relied by

petitioner differ substantia from
petitioner's franchise in thet those
of the Visayam Eleetriec Company and
of the Manila Railroad Company spe-
¢ifisally provided that the franchise
tax which the grantees were reguired
to pay viis to be "im lieu of all
taxes of any kind levied, esta! Ailhol
or colleeted by any nuthﬂrizr

soever, now or ia the futur (Ghnrtor
of the Visayan Electrie, Art. £y Aot
3499), and, in the case of the charter
of the Manila Railroad Compeny, Sec-
tion 1, Subseation 12 ef ict 1014,

"in linu of all taxes of every nale
and nature - muniecipal, ¥rnvinuiu1

or central“, FPetitioner's charter
- containg no such provision.

As the records show that petitioner's fran-
chise contains an express resorvation that it is
subjeet to amendment or repeal and that the same
eontains nec provision that the tax therein pres-
eribed shall be in lieu of all other taxes, muni-
eipal, provineial or natiomal, petitioner 1s subdb-
ject to the franchise tax of 5% provided in Section
299 of the Revenue Code, in line with the foregoing
opinion of the Supreme Court in the lLealda case.
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Finding the decisiocn appealed from in order,

the ssme 1s hereby affirmed, with costs against
petitioner.
80 URDERED.

Manila, Deecember 16, 1963.

{ ") ROMAN M. UMALI
Assoclate Judge

I CONCUR3

) wanano wasis
Presiding Judge
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