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The petitioner herein, Lealda Electric Cempany,
Inc., has interpocsed this appeal praying that we decide
the validity of respondant®s assessment against It and
the merit of its several requests for refund of the amount
of #84,573.61 (shoﬁld be #84,578,98) paid as franchise
tax during the pericd from Junuary 20, 1947 to October
14, 1958, inclusive, a relief over which It was not able
to obtain a prompt and categorical ruling or decisien
from the respondent up to the presant time,

We have assumed jurisdiction over this case and
will now progeed to decide it on the merits although
there is in reality no decision oxr ruling of the respon-
dent appealed from (Sectfor 11, Republic Act Ne. 1125)
following the recent ruling of the supreme Court that in
euch instances, after filing his claim far refund and
after giving the commissioner of Internal Revenue ample
time to study ft, the taxpayer elaimant may, indeed should,
within the statutory pericd of two years from date of pay=
ment proceed with his suit for refund without waiting for
the Commissioner's decision (Collector of Internal Ree
venue vs. J. M, Sweeney, ot al., G, R. o, L=12172, August
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21, 19993 College of Ural and Dental sSurgery vs, Geurt
of Tax Appeals and Collectur of Internal Revenue, G. ite
No, L=lU446, January 28, 1958, 54 UG, TW8),

The pertinent facts are not controverted, For
brevity we shall give the gist oi these facts as appear=
Ing In the 'Stipulation of Facts" of the pacties,

The petitioner herein, Lealda iélectric company,
Inc,, I3 a domestic corporation duly crganized and existe
ing under the laws of the Philippines since February 6,
1981, with principal office at Legaspi, Albey. More
particularly, It Is a public service corporation operating
an electric light and gower plant located in the City of
Legaspi and supplying electric curreat in satd city and
In the Muntcipelity of Daraga, both withia the province
of Albay, as successar In Interest of Jullan A, Locsin
Anson, the original holder of the franchise granted on
February 5, 1915 by the defunct Philippine Legislature
in Act lio. 2475, as amended by Act Mo, 2620,

$ince the granting of saild framchise in 1915, Jullan
M, Loesin Anson, the eriginai grantee, and his various
Successars-in-interest, the last one being the petiticner
herein, had been regulsrly paying ¢ franchise tax of 2%
of their gross earnings ox recaipts from the bus iness
covered by the law granting the franchise, until Sectton
259 of the Natfonal Internal Kevenue Code was amended on
Cotober 1, 1946, by Republic ACt Noe 39, Increasing the
frenehise tax on the gross earnings or receipts oi corpoe
sate franchises to Uk, After the spprovel of the last
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mentioned Republic Act, the petitioner was required to
pay, and it patd the iIncreased franchise tax of % ¢a
its gross receipts., HNowever, all the payments after
the approval of Republic ¢t ko, 39 and Hefore the ine
carporation of the petitioner on February £, i90l, were
made by fts precedessorsein-interest,

The petitfoner filed with the respundent several
requests for refund contending that under Iits special
chazrter, it is lisble to pay only 2% and not Sk of 1its
gross receipts as franchise tax. From the reccrds of
the case, it cannot be definftely ascertalned as to when
the first cla®m for refund was filed, BHut, In 2 letter
of the respondent, dated January 8, 19%4, In answer to
one of the demands for refund of Lhe petitioner, It can
be gathered that on October 27, 1953, the petitioner [1led
one of its claims for =efund with the respondent,

The letter of Januwary 8, 1954, reads as follows:

"January 8, 19%4

"Mr. R. N, Caluag

T

Manitla

11

"With reference to your lettexr cated

Cctober 26, 1953, I have the honor to Infoarm
you that, accure Lo our records, your
alleged iittu- of Jaly 19, 19%2 has not Leen
received In this Uliice, As lettexr
under reply was actually recelved In ithis
Cffice on (ctobex 27 only everpaye
ments of the Lealda Bloctrfc Co. of Legasp!
City from the 4th ef 1951 te

2nd quarter of 1953 may be refunded, 1i 2ce-
cordance with section oi the Tax Code.
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"Action, however, on your rTut for

zefund of everpaid franchise tax fer the

said period Is being held 1in ance pende

ing receipt in this Office of sudit

r-pu-tﬂ thereon by the Generel Auditing Ofe
ce.

Very respectiully,

s ilverie slaguera
S ILVERIC BLACUERA
Leputy Collectar of Internal devenue"
{(par. 10, Stipulation of Fati.}

Cn July 22, 1958, the petitioner iiled with the res-
pondent iis last demand f@ refund of the tetal amount of
#78,891,54, rlprialnti’ng alleged excess payments 0oif irane
ehise tax coverlng the peried ifrem Jawary U, 197 teo
Apxil 15, 1956, l;awﬂw:: Ae weilonite acition has oesn taken
by the respondent on sajfd clalm, and until new, no actual
pefund of any amount has bLeen made to the petitioner.
Mence, on January 6, 1999, the petitioner filed the imnstant
"Fetition for Review" with this Court, praying for the re-
fund of the total sum of P84,573,61 (should be +84,578.98)
a8 alleged excess payments of ifranchise tax for the perxicd
frem January 20, 1947 to Cetober 14, 1958, wud alsoc fox
an oxder to restrain the respondent and bis ageants irca
sellecting from it more than 2% of its gross earnings or
receipts as franchise tax.

In their memopandum (pp. 41, 59«60, CTA rec.) the
parties have agreed to submit their appeal for rescolution
on twe issues, namely:

(1) whether the petiticner is subject to pay the 5S¢
franchise tax es prescribed in section 299 of the National
Internal Revenue Code, 2s amended by Republic Act he, 39,

¥
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or only the Jx frenchise tax as provided for in its spee
Cial cherter = Section 8 of Act o, M75, as amended by
Act lio, 26207; end |

(2) If the petitioner Is subject to the % frane
chise tax only, what is the total suount refundasole to it?

As heretofore s.tatod. the petiticner herein, and its
predecessoxs~{neinterest, prior to the approval of Kepuslic
Act No, 39 on Cctobexr 1, 1946, amending weetion 259 of the
Hational Internal Revenue Code, had been paying a irancnise
tax of 2% on thefr gross earningys and receipts under Jece
tion 8 of their special chaxter known as Act Lo, MTT, as
anendsd by Act o, 2620, In relation to vectica i50GE ot the
Administrative Code of ;.91? and Sectlon IU of fet Ko, 3656,
Known as the Model Electric Light and Fower Fraoachise /iCte

Section 8 of petitionerts frenchise ctherwise xnown
as Act o, 2475 as amended by Act No, 2620, reads in part
as follows:

“x x x Entendfendose, uue en consideracion

del privileyic concedido por la presente el cone

Fan trisestcalasate & 1a tescreris de Albay o en

la de Darage y Legaspi en el caso de que estos

dos ultimos fuesen segregados por autoridad come
I'.l en mniﬂ:pies mdaeptndtentls, W

The respondent started assessing and collectiny from
the petitioner and its predscessorseineintersst tha in=
sreased rate of Sa, on Uctober 1, 194€, when Repuolic ict

We, 3% was approved mmending Section 29 of the wational

Internal Revenue Code,
354 35 |
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Section 759 of the National Internal Revenue Code
as amended by Republic Act Ne, 39 provides in part as
follows:

The petitioner contends, Aepublic Act Ne. 39 not-
withstanding, that for the present It is still lgable to
pay a franchise tax of only %% of its gross earnings and
zeceipts and not the Increased rate of 5%, on the follow-
ing grounds:

(1) "when Section 259 of the National Internal Kee
venue Code was amended by Hepublic Act o, 39, the frane
chise tax liability of the petitioner was, by express
m“u-MuMthnmtm.ut
No, 2475 was enacted, two (2) pex csntum of its gross
receipts. Act No, M75, being » specific law, could not
be' modified by a general law, Republic Act Ne, 39." (page
2o Memorandum for the Petitioner; p. 42, C.T.A. rec,), and

(2) "Moreover, Act No, M7% partook of the nature
of a contract between the petitioner and the government,
Any subsequent legislation which modified it violated the
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constitutional asndate prohibiting the impairment of
contracts,” (pege 3, iemoranduam for the retitioner;
Pe 53, CTA rec,)

As authorities in support of 1its contention and
arguments, the petitioner relies strongly on the deci=
sions of the Supreme Court in the cases of ianila Raile
road Co, vs, Raffexty, 40 Phil, 224; Fhilippine Rallway
Gaes vs, Collectar of Internal Kevenue, G, W, He, L=3859,
March 25, 1952; and Visaysa Electric Co, vs, David, 49
GGy 1385,

Stated more accurately, and as interpreted and
applied in the cases cited sbove, the orinciple of stae
tutepy construction being fnvoked by the pelitioner iIn
support of fts first argument Is that special laws or
charters may net be amended, altered, or repealed by a
general law, Dy mere implication.

Un this score, we are in full agreement with the
petitioner as to the validity and sou of this pare
ticular canon of statutoxy construction, / However, in
the case at bar, the general law peferred Lo by the pe-
titioner ~= Seg¢tion 259 of the latlonal Internal Revenue
Code, as amended by Hepublic Act Ho, 39 == 15 not toeo
general as to sxclude its franchise » Act hNo, 475, as
amended by Act Ne, 2620 « from the operation and effects
of the former,

Section 9 of the Natleonal Internal Revenue Code,
as amended by Hepublic Act Me, 39, could undoubtedly be
naned and dencminated as the basic franchise tax law of

the Philippines. As » mattexr of fact, sald Section 259
of the Tax Code s entitled In general terms "Tax On 55{
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Carporate Franchises”, and it fixes the amount of the
franchise tax pavable py holders of all existing and fu-
ture franchisgs. Hence, Section 259 of the Tax Code covers
the subject matter treated in Act Ne, 2475 - the charter of
the petitioner herein =~ as to the ameuat of the franchise
tax that f{t should pay, Considering that Hepublie Act lloy
37 was passed and enacted to amend dectien 759 of the Tax
Codey because of the pressing need for I{ncreased revenue
(see Explanatory ilote to H.B, No, 730, Congressional he=
coxd, Hoiley Vols I, Noy 69y ppe 1615«1616), and in view of

the conflict between 2ection 209 of the Tax Code, as amended,

(5%8) and Section © of Act Me, 2475 (2%), the former must
be deemed to have modified the latter. (Carcar Electric

& Ice Plant Co,o Ince vee The Collector of Internal Aevenue,

93 0uGs 1068,) Therefore, the taxpayer herelin is subject
to pay the Sk franchise taxy as prescribed in Section 229
of the Tax Code, as amended by Republic Act No, 39, and not
enly the 35 franchise tax @s oriyinally provided for in its
Charter =« Section 8 of Act lioy, 270, as amended by Act e,
20
On this peint, we wish to state further that the mo=

diffcation of Section O of Act No, 275 by Section 759 of
the Tax Code, as amended by Republic Act e, 39, 1s not by
mere implication, The latter law expressly provides that
there "shall be collected in pespect fo 31l existfog x x x
fzanchises (end that gncludes the franchise of the petfe
tioner herein) upon the gross earnings or receipts from the

business covered by the law granting the franchise a tax of

357

35’“}



BECE ICN »
CuTahs CBE 1L, 613

-9 -

five per centum x x x," Hence, It can be seen that the
/m te repeal 1s clear and manifest to warrant the

holding that Section 259 of the National Internal Revenue
Code, 23 amended by Hepublic Act No, 39, modified or ree
pealed Section & of sct Neo, 2475 as te the smount of the
franchise tax that the petitioner should pay after the spe

- pepowval of Republic Act Mo, 39,

We now come to the second argusent ¢f the pstitioner

that Act No, 2479, as amended by Act Ne, 2620, partock

of the nature of » contract between It and the Covernment,

and that any subsequent legislation which modified, re-

poaled or altered it violated the censtitutional mandate 4

prohibiting the impairment of contracis.

In answer to sald argument, we wish to quote from
the decision of the Supreme Court In the case of Manila
Raglroad Company vs, Hafferty, 40 Phil, 224, 229230,
the following:

"3atgd Act Neo, 1510 is a charter granted to

the plaintiff company by the Government of the
lslands, It 1s in the nature of a

private contract, It Is not a law constituting
tmdmmrdth general governs

ment, It was adepted after careful considerae
tion of the hm T & of the platnttiff tn
relatiun wi tant Lenefits to the
State. -tnnh u:: a different foiting from
the m o llntttr is grlnttd. it
constitutes a mtm lgt
ar special laws, such as Act Hn. 10, stand
upm a different t‘uu.an iru- nnun.l 1m

wutod. i - ] :

VSe ord, heat,, % lhiuuum
supplied., Also queted with -mwui in Phil-
ippine Railway Co, vs. Collector of Internal
Reverme, G, M. No, L3859, March 25, 1952; and
Visayan EBlectric vo. ve, bavid, 49 C.u, 1485,)

358




DECIE IGH «
GCeT.A, CABE NG, 613

olﬂ'.

/ In the instant case, the right of the Gwmmt.
to reform, alter or repeal the franchise which the peti-
tloner had acquired from its predecessors-in-interest, has
peen expressly m'm Article 11 of Act Wo, 2478,
which veads in part as follows:

"Azt, 11, Este privilegic se concede en la
inteligencia y bajo la condicion de que estara
sujetc a ser reformado, altersdo & derogede por
el Congreso de los Estados Unidos (now Congress
of the Philippines) como se dispone en el arti-
culo setenta y cuatro de la Ley del Congreso
2:-1.:.':1 Fl!l’!l' de Julio de mil novecientos
Julian M, Locsin Anson, the original grantee of said

franchise in whose shoes the petitioner has stepped iInto,
has accepted the same with full knowledge of such reserve-
tion on the part of the Government. Likewise, the peti-
tioner herein has acguired said framchise by purchase pre-
sumably with full knowledge of such veservation on the
part of the Government and waiver of the zight on the part
of his predecessors~in~interest. He cannot now clafa a
right which was wafved by the original grantee or a greater
right than that which fts predecessors-in-interest could
validly and legally lavoke. The spring cannet prise higher
than its source. .

e note that the petitioner, In claiming that it s
liable to pay only 3% and not 5% of its gross sapnings or
recalipts a8 franchise tax, is in eifect asking for exemp~-
tion from the operatien of Section 259 of the Katfonal
Internal Revenue Code, as amended, To be mure precise,

it would like to be partially exempt from the payuent of
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the franchise tax as fixed in Section 259 of the Tax
Code, However, sxeaptions froa taxatien, whether partial
or total, are highly disfavered In law, and he who clajas
an exemption must be able to justify his ¢laim by the
sleazest grant of organic or statute law. (Asistic Fe-
troleum Co, vs, Llanes, 49 Phel, 4665 Collector of Ine
texnal Revenue ve, Manila Jockey Club, %3 U.G, 3762.)

In the present cese, there is no clear showing that the
potitioner is exempt from the payment of the full amount
of the franchise tax (Sx) as fixed in Section 259 of the
Tax Code, as amended by Hepublic Act Ne, 39, Hence, It
must pay 55 and not 2% of {ts gross eernings or receipts,
as franchise tax. .

With regard to the cases cited and yrelied upon by
the petitioner in support of Its centention and arguments,
$40.4 Manila Ratlroad Company vs. Rafferty, 40 Phil, 224
Milippine Ratlway Co, vs, Collector of Internal Revenue,
&R, No, L-3859, March 25, 1952; and Visayan Electric Ce.,
S.A, vs, David, 49 C,G, 1385, it shall suiffce to state
that the special charters of the franchise holders in
#8fd cases, with regard to the amount to be pald as frane
ehise tax, and the express exemption frem the payment oi
®all taxes of any kind" or “of every nane aad natuxe',

ape diiferent from the speciz] charter uander considera~-
tien.

In the ¢ase of Visayan Electric Company, S.A., its
charter provides that the franchise tax iixed therein

“shall e in Usu of all toxes of soy kind levied, esta-

59’
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blished, or collected by any authoarity whatsocever, now
S 30 the futize, x x x x from which taxes the grantee

is hereby gxpressly exempted,” (Art. 8, Act Mo, 3499)
while in the cames of Manils Raflroad Company and the

Fhilippine Raflway Company, their franchises contain
the following identical prevision: "Such annual payments,
(referring to the franchise tax payments) x x x shall be
do Jieu of all taxes of svery name eod pefuze - municipal,
provincial or central - ypep its x x x x franchise (f.0.,
including an additional franchise tax) x x x x and all
mwr“wmwhrthwmﬁumw
congession ov franchise.” (Subsec. 12 of dec. 1, Act ig,
1510, and Sec, 13, Act Wos 1497,) In the case at bar,
the franchise or special charter of the petitioner does
not contain sfmilax provisions as those gquoted above which
expressly exempt the petitioner from the payment of "all
taxes of any kfnd™ or “of every name and nature® in lisu
of the payment of “"rentas correspondientes de acuerde ¢on
la ley, por sus entradas en bruto tales como se exigen a
las demes franquicias y privilegiocs hoy existentes.” (Art.
8y Ast No, M75,) Therefors, the cases cited above are
not in four-square with the case under consideration.
Having thus resolved the first query in faver of
the respondent, we find it unnecessary to decide the second
issue as to the exact amount to be refunded to ths peti-
tioner by the respondent, for there 18 tn reality nothing
to be refunded, the petf tioner having been asssessed and
required to pay as franchise tax the legitimste rate of
5% in accordance with law, 3

&
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WHEREFCGRE, 1n view of the foregoing considerations,
the petitioner {s hereby declared mhjlet. to pay the Sk
franchise tax 2s prescribed In Section 259 of the Na=
tional Internal Revenue Code, as smended by Republic Act
Noe 39 and the petition for refund which It filed with
this Court on January 85, 1959, is hereby dismissed for
lack of merit, without specisl pronocuncement as to costs,

»C CADERED, '

Manila, November 2, 1959,

Associete Judge
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