SOUTHWESTERN COLLEGES , INC.,
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This is sn sppesl frem a decision of respondent
Bosrd of Assessment Apposle of Cebu City declaring
itself without suthority te deoclare sartain proper-
ties ef petitiencr swempt from the pavment of realty
taxes and to order the Citv Assessor off Cebu to cancel
the tsx sssessment therson. _

Potitioner ie & cerperatien duly orgenized in
tien with offices st Cebu City. Sometime in the ssclvy
part eof Sﬁﬁiw potitioner roquasted respendant Citv Asc
sessor of Cebu that the fellowing real prepertics be
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Potitfoner requosted that the tax declerxratiens
of the sbeve preoperties be transforved in its (South-
western Celleges, Ine.) naws. Those propertics were
thon, and still are registered In the names of the
epouses Matiss H. Axnar ond Asunclecien Basrcenilis.
This requost wss denied by the Citv Asscsser of Cebu
on Pebruary 10, 1966. Whersupen, petitionsz en Fsbruary
25, 1956 appesled to the Besrd of Asscssment Appeals of
Cebu City. On Bav 31, 1956, the aforssaid Beard rendered
8 decision doclaring thet it wass

Safitheut sny sutherity to oxder the appelilee,

ctvsmum of Csbu to cansel the tax de-

'stions above-mentiensd snd have new onas

m in fovexr ef the um and alss,

B8 et i S, T S e

tanes sinee the vear 1946."
Censoguantly, petitionsr filed the fastent sppesl wigh
this Coupt, praving that the propertiss In gquestion be
doglared oxempt frem realtv taxes from the time thev were
omslusivelv used for sducstiemal purpeses in 1946, and
that the Citv Assesaor of Gabu be ondered te includo said
propextios <in the list of preperties exsmpt frow realtw
tanas. After filing its answer te the petitien, but bee
fora the case was heard, respondents filed a motlon te
disnies the patitfon on Apeil 22, 1987 for lasck of jurie-
dictien over the subject metter of the petitisn, The
Court howpver denied the aferesaid motion to dismiss on
Apeil 23, 1957 snd set the case for hearing on the merits.

At the trial, petitioner adduced svidente o suppoxt
its clafm that the prepertics herstn invelved should be

340
374 ?

i -_l_..__.-.:a_..’




DECISION -
CoT-A GASE NO. 299

- 3 o

exempt frem tho povement ef realiv taxes. During the
hesring, the Judges presiding over the case, conductod
sn eculasr fnspestien of the bulldingo snd promises of
the ionds in question in the prssance of both counsels,

From the maes of evidencs intpeduced the fellewing
facts have been establisheds

The preperties in questien (lots! covered by the
shovg-mentioned Tax Declisrstions are adjscant to esch
other ond ferm one contiguous preperty snd referred te
as the Banilaed Estate. Tho Castificates of Titls te
the scid lote were and still ape in the nemes of the
spousce, Matias K. Asnar and Anunciscien 3. Baseenills.
These lands are within the scheol campus of petitienss.
On these lands and school site these have been erected
sevoral buildings, all listed in the name of petitienss,
te wits

4G71 Sgven iﬂ Oreen Houses
61240 House (rzcidescs) of Aznars
61243 Coop Buildiag

. $L8a4/ _~  uazshouss Ne, 1
61245 Warshouse Ne, 2
61247 heesunting Bullding

. The sferosaid seven (7) green houses covezcd by Tax
Doclaretion Ne. 4071 axe bejng used as residence of the
profossors, instructors and other ssplovses of the Seuths
wastern Collsgos who de net have asv house of their own.
The building soveszsd by Tax Daclaratien Ne. 61240 is used
as residence bv the chalrman of petitioner’s Boapd of
Teuotees, Mz. Matiae H. Amnaxr, The ground floox of the
Coep Building smbraced in Tax Declaration Ne, 61243 is
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usad 2¢ & mess hall of the students, with a certain
pertion sscupied by the Scheel Hespital Sskerv, while

the upper fleer tharsof is used as classrooms. This
baliory f¢ & small bakerv producing just smeough te supe

ply the noeds of the hospital patients snd student murses,
The Worahouses (Nes. 1 & 2) under Tax Declaratiens Nes,
61244 and 61245 are not used enlv for the storage of goods,
mutGrinle, cquipsent er supplies devoted for Pmmm
purpeses, but was likewiss used for etowing gosde end
othar surplus materials nesdsd and used by Matiss H, Asnar
in his ethor varied onterprisss. I[he Acceunting Bulilding
covepod by Tax Decleration Ne, ©1247 howses not only the
sscsunting office of petitiemer but also that of the varieus
ontorprises of Matias M. Asnar.

Of the buildings refaxred te sdbeve, enly the Geop
Building (Tex Docl. Ne, $1943) and the Assounting Beilde
fng (Tou Boel, H‘n‘ 6l247) ware given paptisl exemption
frem rosltv taxes, but ealv te the Lextent squivelont to
tho pertien asslusively yssd for educotiensl purposes,

huMaﬁmﬁmcmﬁm&
bofexre & Fotarv Fublic on Septomber 25, Aﬂﬂ-
Matiss .o Agnar and Anunc Lagion Bercenilla tyenedcumend
potitienor the sfere-wentioned lands and the mm
otonding thareen n eonsiderstion of potitienas's ﬂ\m
dmmnmmmnuwm“' '
ehildren (Exhibit *B", pp. 84-86, BIR »06.). tlm

mmmmunt:. mmam;%!

titlc romainod in the muw
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23, 1933, Mr. snd Mre. Zaser mortgaged these lands in
faver of the Philippine Natlensl Bank far the sum of |
»320,000,00 for a commercisl purpese (Exhibit “43*), |
Howover, scsoxding te the mortgsgess, the lands wers
mextgeged actuslly "te help financing Southwestezrn Cels
1ogos® of petitioner hersin. :
“Undez the foragoing set of fasts, the only istus
is vhether or not the roal prdpertiss in question (lend
and buildings) are exempt from reslty tames,
Respondent contends that the propertiss in questien
axe not Qnemptod frem reslty taxes on the theewv that the
seal punexe thercef ars the spousss Matiss M, Asznsr snd
Amgne iacion Bareenilla who merslv lessed the same te pe-
titienar. Mozeover, respondent argues thet not all the
preportiss sre used for educational purposes. Petitionsw,
on the other hand, maintains thet the rosl propsrties
hepcin invelved are axempt from realt. tames. Quoted,
horoundar are the constitutional and ststutery navum
ralisd upen bv petitioner:

seed thu‘wly fq
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scant partenages, and '
or buildings M cmluinlv for nuum@
mmnma seientif pure
« and not for nof!.t W
shall net extend te L:-ds muan-
held for imvostmonte, theugh the Income theve-
from ba daveted te religieus, th o
scfontific or educationc]l purpesce.® (Cem-
monweslth Ach Me, B8, Ses. Bl, Churter of

._}* M G&t‘%@}

. Prem the aforecited constitutional previsien, the
sncuption from tawes extends to “sil lands, buildings,
ox imprevements used emcliusivalv for x x x educatiensl
Duspetes u x x u." On the ether hand, Section 51 of
Cermenwealth Act Ne. 58 cited sbove providos thet tho
cuompiien contemplotes *lends or buildings used oumslu-
eivoly fer o n u odusatienal purpeses, and net fox peefit
XX %" By & comparicen of these twe previsiene, we note
thot the ctetutesy provision imposcs an additiensl cendi-
tien thot lands er building® be net used foxr prefit in
exdor te be sntitizd to exsmption frem tsyatien which
ceniition docs net cppenr in the cemstitutionsl zuie, We
bslisve thet this odditienzl cenditien iImpesed by Sec-
tien 31 eof Commenvenith Ast Mo. 58 is net within the cen-
tomplation of the censtitutionsl prevision snd connet "
ovor-rido tho gomuizcment found in the fundomemtal I
It 4s spgued bv zospondent hewwver. thats i

:loﬁMMtﬁm«meoﬁgm
whother m'm" in nw
hu ‘

ueor make use of his [
porty gratis or for s dfen. In case
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the owner dexives bansfit or compsnsation
fren the user, who by nature of his busie
nees or activitv, is emempt under the Cen-
stitutien or tho stitute, the exemptien
mwaothnummﬂmum
owner’s bonefit.” (p, 9, Besp.'s Memo.)

'63' m Constitution is quite cloar snd precise that -
"011 lands, bulldings. and Imprevoments used guelysively
for raligious, cherftable, sclentific or gducehional pur
poses shall be szewpt from taxetien®. Frem the sentext
ef the provisismn, we nots thet ths sele detesminative
factor for amsmption frem roaliv taxes L& ths “"uss” te
which tho propsrty is devotsd, ;

»1f the Constitution . . . provides that
prepexty “used® for certaln purposes shall be

Wlﬁht&omm he ownership
um determines the right tm axsmption,
mmumm sm-m
u!o%l‘&t .:
48 Se.

“b Sn m n&a ““t L ™
; Buss ian mu‘“@-g B N.¥W. m@ =

This view appears to have been sdepted bvm&m
Court in the cosss of Apoetolis Prefect of lMountain Pre-
vince va. Citv Treasurer of Bagufe (71 Phil, 547) and
Bishop of Nuova Segevis e Previosial Bes 2d of lleces
Mexta, (51 Phil, 353}, And ubeze "uss® is the test, the
emopship i immaterisl. The fact that the property is
not owned bv the edusstional institution does net remowe
&t“&ﬁhmoufmcwmulmanmw
poxty s used exclusivelv for educstiemsl mmm&
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the persen to whom sod extlusively for
achosls, use fexr se ¢ ie sufffciont te .
sxempt resl property w”tm of ownex-

ship, sinee use, not m M the detax-

mining fecter. Aecc

hao been nl zm #s to uud xe sively ,

arl mﬁmlo rent to the mx district
by the owner.* &M CodBs Po s‘uub

1f the enemptien on tho use

g Ry g % m“':a‘“’m‘m‘
i 4 .
&mw the title au& not be In ths user a;hsli

mlgum In such so0e, it iy the w00,
net the ownership which determines th

m ﬁiv‘ﬁ.m uwm% tho
Fotetion, 1956 od., pe Meab T
] ]
And "texclusivelv’ used, sccording te the better consi-
. doged decisions, wesns the primerv and ishsrent uss snd
| does not proclude sueh Incidentsl uses 3s are direstly
cennscied with, assentisl, and in furtherance of , the
primary use.* (Ceolsw, The Law of Toxstien [4th Bd.)
m. 2. Sac. 685, p. 1633; ses 2leo Bishep of Nueva Seo
"mu vs. Previncial Board of Iloses Nerte, Supgg.)

As ragirds the Asssssment Law we find the pe(vga
siens of the same net spplicable te the Clity of Cebu
{Scetisn 2, Commonwealth Act Ne, 470},

In the light of the forsgeing ckssyvatiens, we
shell now detorming whethor the lands 2t bar are en-
titled to the enjovarnt from renlty taxes, i

With rospect to the sevon green heuses covemed by
Tax Doclarstion No, 4071, we belicve the same should be
declazed axempt frem poalty taxes. They have bean and
are boing used bv the scheol as rasidences fer the pre-
fessors, instructers and other smplovees of the Seuth-

i
_-_r!jl
%™
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wostern Celleges whe do net heve & house of their own,
That the dwellers do not psv rent fer the eccupstieon of
the deuses iz not disputed, Such nen-pavasnt of the
zent would lend suppert te the prepesitien thst the use
of these sccupled houses is but incidental to the odu-
cational purpesss eof petitionar. Censidorisg further
the progrescive and whelesoms tendency of modarn educse
tional institytiens te sstablish cempect sducational
communities by thesssives, we belisve that such residonce
or escupancy of the bulldings is an spprepristo and con-
venient use of the proparties affoctod te cappv osut the
purpeses of petitioner (see Roman Cathelfe Chuxeh v. Hest-
ing, % Phil, 701) or i8 & necessarv incident of petitiomce’s
pursuit of diffusing the benafito eof cducation.

"AD & rule, mﬂauu Jfox tﬂuw

Considozing further that Mr. Mznar 1s the President ond
hesd of potitionge 8¢ an esducations] inetitutien, the
rosidence used bv Rim and cowered by Tax Declsretion Ne.
61240 swst be lflkewise comsidered exempt., Such 2 dwel-
ling must be considered s ressensbly necesssrv for the
institutienal use to carrv out pstitiener’s educatlionsl
purpeses. If the use of the buildings Is sn Ingcident of
petitienor’s purpese, It follows that the use of the lands
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on which sald buildings sre constructed is of the same
noture.

Likewise, with respect te the Cecp Bulldiap ce-
vereod by Tex Declaretion Me, 61243, located within the
school cempound, we believe that the same should be en-
smpt from realtvy tazss. The upper floer ef this bulld-
ing is used for classzrooms, The mejer paxt of the
ground fleer is used as & mess hall for the studengs,
with enlv a verv small pertien whish §s occupiod bv the
School Hoepital Baksrv which primarilv produces bread
for the hospital steff, murses and pationts in petitiencw’s
hespital, which is an cdjunet of its medfesl scheel. Rase
pondonts wish to eapitalise on its theerv that the sald
bakerv bakes hread which is seld te students and thus
argus thet this fact takos swev the bullding from the pei-
viloge of the tax excmption. & We find howsver that the
svidonce shows that ths baskerv uses about one or one-half
sack of flewr every cvening in the mshing ef bresd which
shews the limited size of the bakewrv end its ocutput as
to Indicate that the sale of hreed te the students is
negiigible if met nil. At anv rate, this fect slema, we
mg doss not sffect the uss to which the buildl
nmmanswmumm The wolight of
nishod bv 8 celloge fer the uce ef its studonts are
cloarly amempt® (51 Am. Jur. Soe. 622, p. 598) and this
would necsssarily include a bakerv which bakes breosd fer
the studente.
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*The dormiteries end dining hells and
other equipment of o colloge axs not tanable
mplv becauses the students are chargsd reant
for the rooms in the mz.mm amd foes for
the use of the ether e l,mnt {Chis Vs
University of Chicege, 228 111 608, 81
1138, 10 Aan Gas 669, )

*In determinfng whether property fe sz
88 ‘used oglugznlv“ ox ame mgom@
it s tha primsry use te which the preparty
is put wnd net its secendarv use which s to
be considezed. If the primerv use is 2 use
te which the exemption emiends, it is [esa-
terisl that the secondarv or incidental use
is for & purpose not smbraced within the ex-
emption, This fs the al zule. ‘Exelu-
sivelv used® seccordimg fo the better deci~
ai.om%znm the nm and inherent use and
preclude sueh Incidentsl uses as are
directly connected with, sssentisl te in
furtherance of, the primarv use, Te fllyse
trates the primazv use of a building may be
for the purpeses 8 charitable er rsligicus
or sdusstiomsl ftution, so that the encmp-
tion is not whelly or partly lost because on
otcasions the bullding or & part of it fis ueed
for socisl purpeses or let out to c¢thare for
ontertainment ar the like for which an sdais-
sm ee 3.s chuged@ or whare such use is mezely
e the ipal use, On the same
m lnhu.l propeztv will not lese its ex-
being laased In vacutien.® (II
h}v .!,m on Taxation, 1924 ad, pp. 83~

It m-mlgnv follows that the land on which the
Geop Bullding stonds s lihewise tax-emsmpt.

Helative, hewswor, te Warshousss Nes. 1 and 2, co-
vercd by Tau Declarstions Nos. 61244 ané 61945, respacc
tively, and the Accounting Building coverod bv Tsx Deela-
sation Ne. 61247 ohich are sll Ifkcwise feunds within the
scheol compound, we beliewe the same mav net bs declaved
tax emompt. We neticqd thet the wareheusos in questisn
were primtrily used by Matias W. Asnsr as bodega fer suz-
plue geeds (modical and etherwise) =mhich he hes purchasod



DECEBION =
C.ToA. CASE NO, 295

e 12 =

in connection with his othexr entexprises, but csrtainly
not for educationsl purpeses, While it is true that
said bodegus wers alse being used tg store scheel squip-
ment and supply, sald use was marely incidentsl to its
primary use: 38 bodega for the personal prefit of Mstias
Ho Asnsr. We are inslined te give weight te ths testi
mony of the fisld man from the Clty Assesser’s Office
thet sald bedsga was used for stering bales of tebaece
ussd in the tobscco trade, one of the burinesses engagod
in by the Azmnar eaterprises.

As for the Acceunting Building in question, we
noticed that the same housed an acceunting office which
was more or less an accounting offfice for the whelc Asnay
enterprises and net for the Seuthmestern Colleges aleno.
Its use tharsfors as en sceounting office of petitioncr
was merely ineidsntal te its beiag used as scesunting
effice for the varled anterprises of Mr. and Mrs, Matiss
H. Asnar, hense it can not be satisfacterilv stated that
mmummmumummaumh
used far sduenifens] purposes,

m 7anal snalyais, the

‘m
m =

ni x.-nl PE’M by an educationad i ' "
M&ru me:u for ‘:‘M ﬂn“m !u
whic was t,nhxm m

Tha mmtv gﬂ st have, or :
tu havo, a d nmtm with

r

e College #mﬁ %mﬂ
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"oy L 1slv, the uccupancy of pruperts as a
resicence ov the president of a school and his
tanilsy uoes not in and of itself cuunstlitute
its use for educational purposes, out neither
is 1t fucoansiscteny with 1ts uxcluslive use in
that wa-, where such occupancv is for the ve=-
nesit ot toe sc.avu. rather than of tie occu=
pante=is intended to serve the ends for which
Cue schivve 1b walulalhew, is ddaptec L .ereto
and actuallsy accumplishes that ovjecte==1t o=
cones i itseli an exclusivelv sducatiuvnal
use.” (4£ansas weslevan University v, valine
Lountyv, 120 Kan “7u, «4d £ 109S,) "nor has
it been ncld, oxemot, whore the vroprietors
or te2chers i.ve 1:. Jhe wullcliy, fur cunves
nience of persoual awvasta e," {«-toir v,
Cw.lea. ll P U ocal g W L.giie 35.

A6 reyards the lands 1in guestion, it mav pe fakrl-
susid that the entire .aiided propercy constitutes part of
the schoul site of pelitioner anu should th;reforehb.
cons idered exeupt f{rom reslcr texes in its entiretv.

vWe .ave heretofore intisated tnat the additionail
condition .aposed bv Lectivn bl o1 Zomnonwealth Act ho,
98, thet the ldnds or bullainys should not oe used for
vrofit in c¢rder to wmerit exempiion trom taxation is not
within the contempiation of the coastitutional provision
and, therefore, cannot overrice toat imposed bv tne latter
provision, riowever, even assuming 4r uency that sald
lands or bulldings shouid nét also oe used for profit,
we are still constrainea to ruie in favor of petitioner.
fhere is no evidence that petitioner protifed from the
1se of the lauds in question, ! ihere is equallv no show=-
ing that the Azpar spouses yained irom such use bv petie
tioner. The fact that saares of stock worth ¥#1%0,000.00
were receivec 1s not indicative that the Aznar spouses

profited from the use, It must ve ra.aemvered that the

1
!
e
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shares of stock were the consideration for the conveve

ance of the lands and the buildings In cuestion, not 2

rental/or compensation for the use, The receipt of the
shares of itock'in not profit within the scope of Sec~

tion 51 of Commonwe2lth Act No, 38, -

IN VIEXA OF THE FOREGOING CONS IDERATIONS, the decie
sion of the Cebu Board of Tax Assessment Appeals appealed
fran should be, as {t is herebv modified. The landed
properties covered bv lax Declarations Neos. 28508, 30950,
38455, 39509, 39510, 39211, 39512 and 39513 as well as
the buildings and Laprovements covered bv Tax Declara-
tions hes. 4071, 61240 and 61243, cof the City of Cebu
are herepv declared exempt from realtv taxes since 1946
as propertv used exclusively for educational purposes
by petitioner Southwestern Celleges, Inc. and the Citw
hssessor of Cebu is accordinglv ordered, to include these
properties in the list of real properties which are exe~
expt from realtv taxes, The fellowing buildings or
improvenents of petitioner to wit: Warehouse No, 1, co=-
versd bv Tax Declaration No., $1245; Warehouse Wo., 2, co=
vered by Tax Declaration No., 61243; and the Accounting
Building, covered bv Tax Declaration Ne. 61247, are
heredby declared subject to realiv taxes and the correse-
ponaing realty tax assessment thereon hereby declared
velid. without pronouncement as to costs,.

30 ORUERED, .

ianila, Julv 22, 1958,

Presiding Judge

W T o R
ROMAN i, UMALI

Assoclate Judge

—
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