REPURLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
MANILA

BOTELHO SYIPPING CORPORATION,

htitimr.
- VETSUS » c.Tvo {‘-*SE m. 9“
QCOMMISSIOMER OF INTERNAL REVENUE 9
and COMMISSIONER OF CUST™MS,
Respondents. ( -
B W e oo oW - e A m W e - w X )O“P‘ ’

GEMERAL SMIPPIMNG CORPORATION,
Petitioner,

- V@rsus - CQTOAI C-A-SE Nﬂa 957
COMMISS IONER OF INTERMAL REVEMUE

and COMMISSIONER OF CUSTOMS,
Respondents.
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DECISION :

The petiticners {n the ahove entitled cases
were required by the respondent Commigsioner of Imn-
ternel Revenue to pay compensating tax on vessels
which they ascquired from the Reparations Commission.

In C.T.A. No. 956, Botelho Shipping tf:nrpnﬂtian

acquired from the Reparations Commission the ccean-
going vessel "M/5 Maris Roselle®™ for the price of
76,798,888.28 on which the compensating tax of
#483,433.00 has been sssessed ageinst it. The pure
chase price is payable in ten equal annual 1n;t111-

ments of $717,333.49, bearing interest at 3% per an-

num, begimning August 31, 1962, end August 31 of every
year thereafter until 1972. Until the whole purchase
orice is paid, title to the vessel is retained by the
Reparations Commission.
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In C.T.A. Mo. 957, Genersl Shipping Cs., Inc.
acquired from the Reparationg Commission the oceane
going vessel *M/S8 General Lin® for the price of
16,931,666.66 on which the compensating tax of
PAO4 ,824.00 has heen assessed against it. The pure
chase price is payahle in ten equal annual instslle.
ments of 723,132.68, bearing interest at 3X per an-
num, beainning Sentember 30, 1962, snd September 0
of every year theveafter until 1972, Likewise, title
to the vesse! is retained dy the Meparations Commis-
sion until the whole purchase price 4s paid,

Petitioners contested the validity of the as-
sessment but respondent Cemmissioner of Internal Rev.
enua refused to reccisider the same, and threatened
to collect the tax by disteaint and levyt! hence,
petitioners anmaaled, at the same time requesting that
respondents be vestrained from cellecting the tax pende
ing final determination of their appeals. In its
resolution of October 31, 1960, this Court issued
writ of preliminary injunction against respondents
upon the filing of surety bonds to guarantee payment
of the amounts assessed 29ainst petitioners.

While the cases were pending trial, Congress
enacted Reoublic Act No. /@'N. effective June 17,
1961, which amended Republic Act No. 1789 by provide
ing, among other things, for exemption from compe ne
sating tex of reparations goods acquired from the
Reparations Commission. "hile the amendatory Act
provides that it shall take effect upon its approval,
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Section 20 thereof provides that eny private party or
end-user who had previocusly scquired reparations goods
may apply for the renovation of his utilization con-
tract with the Reparations Commission in order to avail
himse 1f of any provision of said Act which is morwe
favorable to him than under the prior law, mmim-
ly, petitioners herein applied for the renovation of
their utilization contracts with the Reparations Come
mission, after which they filed supplemental peti-
tie!?/!or review.

The sole i{ssue presented for our consideration
is whether or not the vessels im question are subject
to the :aupunutinq'tan under Section 190 of the Na-
tionzl Internal Revenue Code, as amended. The Ques-
tion is nct new. In similar cases, invelving substan-
tially the same facts, it was held that vessals ac-
quired from the Reparations Commission prior to the
enactment of Ranublic Aet No. 8079 are exempt from
compensating tax if the purchaser complies with the
provisions of Section 20 of sald amendatory Act in
regard to the renovation of his utilization contract
and the assumption by him of all the o obligations
provided for in said Act, Petitioners have complied
with s91d conditionss therefore, wo are of the opine
ion that they are entitled to the nmtima

From the asbove quoted provisions of

Nox 1709 and Sece 30 of Reps AGt Nor

3079 ), it sppears that goods acquired by

privete parties from the Henarations Com-

mission -prior to the effectivity of Repe
ublie Act Mo, 3079 were subjeet to the
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compensating tax and that goods acquired
thereafter are exempt from said tax.
However, with respect to goods acquired
prior to the approval of said Act, Sec-
tion 20 thereof provides 52;: any prive
ate party or end.user may ly for the
renovation of his utilization contract
with the Neparations Commission in order
to avail himself of any provision of
said Aget whigh is more favorable to him
than has heretofore been granted *inm
like manner and to the same extent as

an end-user filing his applicetion after
the acrwal of this smendatory Act.”
And the Reparastions Commission is asu-
thorized to agree to such renovation

*on condition that the end.user shall
voluntarily assume #ll the new obliga-
timg prov for in this smendatory
Agt.

In providing that the favorable provisiens
of Republic Act Ne. 3079 shall be avail-
sble to applicants for renovation of their
utilization contracts, on condition that
said applicants shall voluntarily assume
all the new obligations provided in the
new law, the law intends to place nersons
who acquired reparations goods before the
enactment of the smendatory Act on the
same footing as those who acquire repara-
tions goods after its enactment. This is
80 because of the provision that once an
spplication for venovation of a utilization
contract has been anproved, the favorable
provisions of said Act shail be available
to the applicant * ’

.lh.ﬂl-.!.l!n? as an w-uur ﬂﬁ?sg his
apnlication after the arproval of this

amendat Agt.® Te deny exemntion from
compensating tax to one whose utilization
contract has been renovated, while grant-
ing the exemntion to one who files an ap-
plication for acquisition of renarations
goocds after the anproval of the new law,

—— would be contrary to the exnress mandate
of the law that h.:: hoth be subject to the
same oOhligations that they both enjoy the
Sane “1“1.‘“' i ,: i 2NN il . AT th

It woul a manifest distor-

on of literal meaning and purpese of
the law. (Phil. Ace Lines, I™2. v: Tgm. of
Int. Rev., C.T.A. Nos. 964 end 984, Jan.
25, 1963. )
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WHEREPORE, the decisions appesled from in both
cases 3re hereby reversed, and the surety bonds filed
to guarantee payment of the compensating tax in ques-
tion are cancelled. lio promouncement as to costs.

50 ORDERED.

llmua, June M4, 1963.

e

Associate Judge




