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THE COLLECTOUR COF INTERNAL
REVENUE ,
Respondent.
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 DPECISION

This £s & petition te review the decision of
the respondent Collector of Internal Revenue, S8~
sessing against and demanding from the petitioner
Central Agucazera deo Tarlac the sua of 19,980.00
as specific tax oa seventy-five (79) dyrums of rec-
tified alecchel slliegedly removed from the place of
production of the latter without prier peymeat of
the corresponding specific tax and the additional
amount of . 10,000,00 i extrejudicial settlement of
its penal liability for viclation of the revenue law,

It sppears thet en November 20 and 27, 1903,
O'phir Orug & Cosmetic Manufacturing Co. eof Nerthern
Mills, Melabon, Rizsl, under » previously secured
authority from the respondent te buy alecchel of »
foraula which is given below, purchased from the pe-
titioner 29,508,735 gauge liters and 9,163.15 gauge
liters, respectively, of denstured aleohel.
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Under the terms of the contrect of sale {(Exhibit
*G"), O'phir Drug & Cosmetic Menufacturing Co. wes
to supply the denaturants and the drum-ceantainers
for the alcchel, Delivery wss te be effected in
the premises of the petitioner®s distillery st San
Miguel, Tarlse,
mmmcnum-umutw
tillery sgent Bayani <uistson, o8 chairmen, and
storekeeper-gauger Genaro Lagean, deputy provincisl
treasurer Arsenio Torres and the petitioner's assist-
ant chemist Pastor Gagets, &8s members. On November
25, 1953, this committee, therefore, satisfied itself
as te the quality of the methanol supplied by O'phir
Drug & Cosmetic Manufacturing Ceo., which wes contained
in drums labelled “Methanol®, by taking its grade,
although with aa iastrument beleanging te the peti~
tioner. This densturant wes found to be 196° degrees.
The uranin selution, which wes contained in bottles,
wes net however chemically tested for its quality.
The densturing process was done By drawing the
sethanel from the drum-containers into a 1S-liter re~
ceiving bucket. Four (4) liters of methanol were
aeasured from the 15-liter bucket and poured inte
sach of the 129 drums prepared for November 25, 19953,
Then seventy (70) cubic centimeters of urenin solu-
tion was poured inte each snd every ene of the 129
drums., The running of 200 gauge liters of rectified
alcohol inte the 129 drums prepared fer November 29,
1953 would have completed the axder of U'phir Drug &
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Cosmetic Manufasturing Co, for that day, but enly

45 of the 125 drums ware actually filled with said
200 geuge liters of rectified alcohel., The precess
of denaturing hed to cease at 4:00 o'clock in the
afterncon bessuse the petitioner allegedly refused
te piy the lsborers for overtime work, After being
covered, labellod and sealed, the 40 drums filled
with rectified slcohel, methanol and urenin solution
wore therefore loaded on trucks furnished by the
buyer O'phir Drug & Cosmetic Manufascturing Co. The
densturing committee emscuted & certificete (Exhinit
"D*) to the esffect that en Nevember 25, 1983 it wite
nessed the denaturing of 9,000 gauge liters of recti~
fied alcohol by mixing the sase with 180 gauge liters
of methanel and 3.1% gauge liters of urania selutfon
as pex formule authorized by the Collecter of Internal
Aevenus,

The renaining 5O dyums in which methanel and
uranin selution were poured and which remained unfilled
with rectified slcohel #n November 25, 19853, were ¢o-
vered but not sealed, They were left in the premises
of the petitioner from the afterncon of lNovember 25,
through the whols day of November 26, watil the mern-
ing of leovember 27, with no precautionsry weasure
having been previsusly teken against pessible tamper-
ing of their centents,

Sefora resuming the densturing process on Neve
saber 27, 1953, the committee members went te every
oae of the 50 drums, shook them and suelled the sene
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tonts thereef, O(n thet sawe day, however, U'phir
Drug & Cosmetic Manufecturing Go. placed an addie
tionsl order for 4% druss of denatused aleohol. Ape-
parently satisfied that the contents of the U dyums
were not taupered with, the counittes theresiore pre-
pared 45 additional empiy dyuams which were osrcught by
the buyer for the receipt of denstuved slschol., Re=
peating the process dene by thea on Hovember 25, 1953,
methanol and uranin selution were poured inte the 45
additional drume, [Finally rectified alecohwl was poused
inte the 80 druws and 40 druns, zespeciively. ibe 120
drums of what were supposed Lo contain densilured (ue-
thanel, uranin solution snd pectiiled) alcohel werxe
sovered, labelled and sealed, They were loaded oa
trusks provided for Ly the wuyer on thet seue day. Ibe
densturing comnitiee exvcuted certiiicates (Lxhivits
"Del® and "D=2",, cortifying that it witnessed on kove
suber 27, 1953 the densturing of rectified sicohol as
per formula authorized by the Cellecter of Internal
Revenue.

At sbout 10:0U o'cleck in the eveming of Noves
ber 27, 1993, Petroluan Felimon Facheco of the ssisvon
Pokice stopped at Jalaben, Mizal, twe trucks which wexe
loaded with 87 drums of alecehel, I[he drivers inioreed
the pelice officer that the sald aloohel cems irou the
petitioner, The druss of zlcohel were iupeunded and
later turned over to the agenis eof the iuzresu of In-
ternal Nevenue. |

Upon chemicsl snalysis by a chemist of the Ne-
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tiene)l Bureau of lavestigation of samples takea fyom
sach of the 87 drums of alcshel, It was found that
sevanty~five (75) druss contained rectifisd alcohel.
Ga ey 20, 1954, the respondent Collector of Internal
Revenve thersiore 3ssesetrd 232imst 2nd decended of
the petitioner the payment of #19,980,00 as specifis
tax on the seventy-five (79) drums of slleged recti-
fied alcohel and + 10,0000 in extrejudicisl settle-
mont of thw penclty prescrived in Section 174 of the
Tan Cede, Hence, this petition for reviews,
The issves lovelved in this case may De stated
o follows:
1. “hether or ast th t
lisble for the
iffie btex uwa
of rectified lh-hll purn-nt tu
deciien 133 eof the hastional intexnsl Be-
venue Code.

2. Whether or not the petitionsr is
mmmmu of ¥L0,U00.U0 in

wmm-—-tuu
c:-:whs-m of

The pextinent previsions of law relied upon by
the respondent in cupport of his stand thet the peti-
tioner fs lisble for the payment of the specific tax

and the penalty are found in Sectisns 124, 133 and 174
of the ations] Internal Revenue Code. To guotes

R
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w paid by the manu-
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*"SEC. 133,
= Un $ 1
collected subject to visions ef
section one hundred snd twenty-eight of this

v Met, except as herelnafter provided, speci-
fic taxes as follows:

sonsent of not less then eoix months and one
day but met more than six years, or both,*

Asletive to the first lssue, it Is the centen-
tisn of the respondent that the petitioner should have
taken the necessary steps to determine whether the de-
naturants supplied by C'phir Drug & Cosmetic Menufage
turing Co, fully met the reguirements set forth in Seg-
tion 26, Paxrt 1, of the United States Lenatured Alcchel
Hegulations) that it should have observed strict coa~
plisnce with the requirements of law and regulations e
the densturation of alcoholj and that having failed ia
both gases, the petitioner should be liable fey the con~
sequent fallure to denature the said alcehel. On the
other nand, the petitioner agpgues that it should met
be held liable for the specifiis tax fex the reascas
that the entire densturing protess was conducted under
the direct contrel and supervision of & committee, the
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chairnan and aeabers of which were appointed by the
Provincial Revenue Agent of Tarlac; end that the de-
naturants were supplfied by the buyer snd were passed
wpon by the commities.

Ihe peilitioner does net dispute the findings of
the NOI chemist thot the seventy-five (73) dyums ia
guestion contained rectified slcchel. Likewise, there
is ne controversy thet the said drume of rectified

sleohol came from the distillery pramises of peti-
tionsr,. with these undisputed facts and the sircume

stances surrounding the denaturation process, we shell
now detéimine whether ev not the petitioner is lisble
for the specific taxes sought te be imposed by the res-
pondent. : p
khile section 124 of the Tax Code does met cate-
gorically point out who among the persons savae reted
by it aze orviginally and primszrily liable for the pay-
ment of the specific tax, we believe that the msnufsc~
turer or preducer of the domestic product subject te
the tax is the one originelly and primarily liable
therefeor, lowever, where the sanufagturer ez produger
cannot de ascertained or can mot be resched, the law
peramits the tax te be sssessed ond collected from the
possesser of the preduct. This intexpretation flows
from the inteadment of the law jamposing the duty te
pay the specific tex ilamediately before the remeval of
the product frem the pliace of manufacture oz production,
Lxcept as otherwise provided for by law, 2 spe~
cifis tax autométically attaches te & thing ssaufage
tured in the Fhilippines fex domestic sale or consuap~
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-
tion, By and large, its payment is the concern snd
lisbility of the masnufacturer eor producer,

loreover, the petitioner's profession of good
faith cannot excuse it from the payment of the spe-
cific tax on the rectified slcohol in cuestion, we
cannot subscribe to the propesition that there was
good faith en the part of the petitioner so much se
that {t should be exmpt from the tem lisbility. It’s
flagrant snd repested failure te comply with Section
164 of the Nstional Intermel Revenue Code, Chapter ¥
dwu. 16 and the written instruction eof A,
Aguinalde, Supervisor of Distilleries, nejetes peti-
tienex*s profession of good faith,

I8 eppoers uncontradicted that the densturation
process was held in the premises of the petitioner
and net in » denaturing warehouse, It was done in
individual drums, The remaining 20 drums in which the
denatureats were poured on November 2%, 1953 were left
 for twe days in the preamises. All these constitute
palpable violation of, if not negligence in the per-
formance of petitioner's obligations under Section 164
of the Tax Code, the circulsr implesenting said statue
tewy provision, and, particularly the instruction of
the Superviser of Distilleries,

The fast thet the alcohol in the instant case
hos been passed upon and certified to by the densture
_mwm&mvmmmmmyw
eupt the petitioner frem paying the spescific tax, It
is & caydinal principle of law and well settled in
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Jurisprudence that the Government is naet estopped

by the neglect er emission of its officers er agents.
(See Bechrach ioter Co. v, Usen, 30 Phil. 981; Pineds
ve Court of First Instance of Tayabas, 52 Phil. 803),

In connection with the participation of the
denaturing committiee in the deanturing of the slce~
hoel in question, we fesl constrained te give way to
the urge te aske some observations. The committee did
not ascertain whether ar aet the uranin selution was
of the required grede. I\ sllowed the denaturation
fa individual druss, net ia ¢ densturing tank, And
it permitted the eighty (80) drums, which contained
the denaturants, to be left im the premises of the
distillery without taking precsutions against the pos~
sibility of seid denaturants being tampered with o
substituted, All these clearly indisate that the pro~
cedure obeerved wes very irregular snd impreper. They
constitute & crass vielstion of Circular Ne, 16 snd
the instructions of the Supervisor ef Distilleries.
But, above all, the committee chairwan snd members
are guilty of mispepresentetion, te state it aildly,
when it certified te the "Pumping frem d«tank to (the)
denaturing tank x x 2 xn."

We believe and so hold that the petitioner Cen~
tanl Azusarers de Tariagc is lishle for the payment
of the #19,980,00 as specific tax on the sevanty-five
(7%) drums of rectified alcohol in question

i9 now come to the second issue, The respoa-
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dent likewise seeks to collect from the petitioner
the sum, of #10,000,00 In extra judicial settlement
of the penalty prescribed ia sestion 174 of the Nae
tional Internal Revenue Code, +e have previously
passad upon and ruled on an fssue of similar nsture
in the case of Soledad A, Brifas v, Cellector of In-
ternal Revenue, C,T.A, Case No, 16, Septembexr 14,
1955, which we regroduce ia part:

x l % Criminel visletions of the

Revenue Coce e compromised
Collectar of In‘cul Aevenue h'r.;irtu
of the suthority cenferred hvr

‘:ﬁmumﬁ!

or nijut matter duph m:

mtm.rﬁi:‘ug:':hthc
other

“in this case, the neas
suggested to petit Lthe of FEC, U0
o5} in to har sup=

e lispilityy under sestion 209 of

petiticner Central Agzucerveras de Terlac to pay the sua
of #lO,000,00, The chelce of paying ox mot peying it
distingtiy belengs te petitioner,

WHLARE Ui, the decisien appesled frowm 1s hereuy
modified in tine sense cthat he petitiener Central
Asucarers do Tarisc shall pay %o the respendent Cole
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lector of Internal Revenue the sus of F19,980,00 as
specific tax ea the 75 drums of rectified alcohel
ia question, With respect te the sum of #10,000.00
demanded ia extrajudicisl settlement of the peti-
tioner's lisbility under Section 174 of the Tax Code,
the petitioner fs at liberty to refusse ts pay the
same, and, in the event of refusal, the respendent
may institute preoceedings under said Section 174 ase
the facts and circumstances of the case may warreat.

S0 OURDERED,

Manile, Philippines, July 9, 1996,
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