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Thig appesl involves a olaiw for refuni by petitioner
of the emount of M2,461.10 p:id by it by way of sulas
tax coverirg the period from July 15, 1955 to Uctoler 13,
1956,

As stipulated to by the porties, the faets of the
gusc are a8 follows?

1+ <he petitiopner is @ narguratinn duly or=
ganized snd exleting under sl by virtue of the
laws of the "hilipolnes, with prineiyal office
in the Jity of Merllaj the resyvonient is the
vomnissloner of Internsl levenus of the fepublic
of the Fhilipnines duly sprointed und aoting es
such with office st the Finance bulliing, Msnil:,

2s Thnﬂtltinmr is engmged, mmong other
things, in sroduction snd ssle of raw rulber
wileh ls Eﬁl‘tﬂd by itaslf irn its plantation lo=-
ented st hu,nlun} Lamboengn, «nd the Fenarslly
accested process of produstion iz as followss

The initicl step common t2 the .roe
duetion of all these form:z of erude rubbar
products 1s tap::in:ulla s the collection
of latex (rubbter ju us from rubber trees.
inis 1s done by the dally cuttings, e-rly
in the mornings, of a spiml hmis!.an in
the berk of rucber trees snd slaeing s
cup below the lower and of the ‘neission
to raceive the flow of Julee, Inhe collaote
lng sup 1s rilled sfter two hours, {he
tapper then colleet thls 1s into buckets
rod ¢arries tham $o the 2olleseting shed,
‘he tspper subsequently pours the latex.
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eollacted 1inte oig milk ccna, The filled
kilz cens are then icmeldistely teken into
motor velileles to a coeguleting sned,
also within the precises of setitioner's
pl.ant.;.tiar.' where the lalex 13 strained
lote comgulating tanks to ropove forelen
patters, auch 55 leavas and lirt, After
these initial stzps, the roesisas then
very 1in ths predaction of the v rious srude
rabbar products which we now desaribe
‘briefly hereunier,

o prodace #ibbed _rnked Shaets lioa,
1 and 2, the ,etitiorer cdds to the litax
in tha: cosguleiing tamk sbous {ifteen (15)
or slxtesr (16) cunces of :zluclnl acetic
sell, 1he zizture is -tirred throushly,
aftar uhich siuminum prrtitions sre plzced
crossvise frside the trnk go thet the
latex will Sesgulate in uriform =labs,
Acetlc aedl is siled to the lstex to hiaten
ceagulation and to sreaserve fts fresh
atste nnd color, Ihe coagulur is nesied
only onee throuigh & rollsr ;rovidel wit:
ribLs aftsr witlch the lMlattensd waod ritkbed
¢ougulun 1s removel to petitionsr's soolte-
Bouse whape 1t iz hupe ard exsonel to
hoe. L ani azokes Srom wood flres for slout
Six or seven Jays in order to be oure!l.
ihs resulting szokei shects nre sorted
and ¢lassif'ied inte rikbed smoked aneats
(a8) bo, 1 ant No, 2y teled nmi sltorad
rendy for the mopket, Mo pechandasl sjulip=
ment 15 used in zenersting the smoke 1o
the smoke=house,

[he setitlonsr's rollers ure povered
oy englrss, If Adbbed Smoltead shests los,
1 and 2 ere ol alr-dried and amoked, thaey
deteriorute, get spolled, ani the uuior
varles,

dx Sroun srasa Sublan

Lvery morring, befere a fyresh irclsion
i3 made in the bark of the rubber tree,
the tipoar collects not only 'grount' and
"bark' rubber but removes a:nd goclleats the
letax in the cups, 4nown as 'ocup rubber',
Toag cup rubber congulutes and drles taroush
Eﬁtﬁ!&i Jreeeszes and, when gathersd in
sufficlest gusctitiss, milled und rolled
torough a series of rollera until by Toroce
op orassure it forms into g msss of Las=
lecslired thdckness oculled '3 x Drown Urese',
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Like ground and berk rubber, ro chamle:ls
gra ndded to cup pubber to produce 3 X
Jrown-Urepa, Yup rubber in Jts oriiimal
form, llke srounl and baurk rudbber, is not
m: rkatebla becruze It 1s a-ciled and has
a bu2 odor, '

£ % Erown Jrepe is obteined by nilling
ar rolling the exce:z: slecss of coagulsted
rubter lstax out ovar from the smoked sheat
Fe, 2 Ilnto o uniforn wess, 2 x Urowun
vpepe is nroducel in the mepe manner s
ths othsr gheets of ercye rutboer, i.e,.,
#ithcut ths ngdition of any mimls.

s Lhet s5 e resilt of sstitioner's oper:tion,
the vity Iressirer of Funilsy seting ix banelf
ef the resvonlent .plisator of Internsl Hevenue,
sssassed and collsets=ad 7 sales tex on %hs sals
of rav rukber by petitiorar hercsing

be ikat pstitiorer, ia ecoordsnce with s-id
uggesemants, 914 the sama grd hss =il froz <uly
15, 1265 ta Uetober 1?, 1952 a btotul of *'1&,‘1“31010,
the fetrils of which are sppled sarcundier?

SUMMANY OF Sales TIAES 410 Ok JAsd
auEiz HAJUSRS S0k DTG ILY ¥ fie

P P
";u."'a.-.q'.-, Sl 200yl etk A ey Ailvay

<A
ettt n:..l'ﬂ‘ :-:ih’-'u-'- -.;Cl:-l:'i 1;6' 'h.: l.'.pl..—
FUAR Adablralrl oY LFRLId &C7 161,}:)

%" cnd tr, 19'5 uj-r1 9 1?55 090,

mﬂ@g gra e, 1955  Oet, 10y 105 3,3§?.ﬁ
12 < th ,th. 19;2 -Tﬁn. 1':', 19 2'63 '2’
. mEm mba 4k

) S=b71353 3rd .z, 1956 Oot. 19, 1956 19590a55
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Motostat covies of the officlal pecelpts of ny-
ment thersfor are harsto sitiched 23 Annexes “i=i™,
respectively, 'nl m=de intercrsl parts heraot,

52 Ifhat petitioner hare clulmed exor:ticn
under Zection 188(k) of ths Babtlomnl Internul
devenus Code of its raw rubber producst’sns from
the s.id percentags tax and requested responisrt
wollesator of Intarrsl .evenue to atop =zsse=sing
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and collseting the seme, Copy of tha lottsr of the
petlitioner zsking for exer ticno under the astove=
rertioned section is herato cttachel as .nnex "G"
shd made au iotesr: 1 part hersof,

6., lhat on “eutember 20, 1955, raspamient
Uollsctor of Internzl Revenus answered etltionsr
stating that inagsrush =: petiiioner's rew rubbaer is
considered s menufactursd -roduct, the sale tnarsof
is sutjaet %o the zales tez. Ulopy of lesipondent's
letter dated leptember 20, 1955 hersto attached
&5 mz "H"y anl znde sn_Intezrsl prrt hereof,
(ppe 136-139, Celens res,)

Iha fcsues rolsgsed In this sppesl are =g followss

{1) whethar the pstitionsr's rubber products
whlah has baer _»oceased zs Adeseribel «Tove are
consilered agricqltursl produats within the meuning
of Section 158(d) orf ths Tax Cnde,

(2) Hhather or not the caount laizel by the
harelr patitioper 15 entitled to interast in the
avent tihls Court decllies that the 2,44 snount ls
rafund:-bdle to the bersin petiticnsr,

'Ah-tmr the petitioner's rublar proiucts urs sgrisules
tur: L or cemufgeturel _rolucts have Leen s;junrely declded
ir the cioses of commlssioner cof Inlernel levenug v, Atarie
cun fubbar Jompany sl the vourt of iax ~p.esls, (13 Lia
8Lz, 849) and imericsn HAudber Compuny v, lue -onuissioner
of Internsl ‘eveaus, ot sl,, (18 3CHA 342, 84G) which
irvolved thke sene iin? of rubber peucucis, In the said
cunes the Suyrsme Jourt hsldd

‘he first issue, in our opinion, is governed
by the pricelples lali down by this Court in Millip=
ine Fueklng varporstion vs, Usllector of Intermml
Agvenug, 100 | 5.5 ot sagq. <o there ruled
that ths tion frog sales tax estobllished im
seetlon 188(0) of the Interncl Fovenus irx wode in
favor of usliez of sgriculitursl ;.Muut:t whether
iu their origlrl form or nob, mrde Ly the  roduesr
or owher the lend whare produced 1s not taden
EWRY B8 bLecouse the -roiuce unmiersost Pogeage
sing at the henl of saild producer or ocwnep for the
purnose of workinz his g roduct intc ¢ more Sonverdant
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and valusble farm sulted to meet the dermand of

an expanied markety that the axempilon wig nokt
designed {n faver af the small sericultural oro-
ducer, alresly exevzted by the subssjuent purae
grapha of tha ssme sectlion 188, but thet sald
exenyption is not incompstible with large senle
egricultural production that ineltentally required
resort to preservative processes desizned %o ine
grease ar prolong narketsbility of ths aroduet,

In the cese bLefors s, the parties have stipue
lated thst Cresh latex directly obtained from the
rubber tree, which is olearly an sgricultursl
grniuut, bacomes £75iled after only two hours,

t has, therefore, a severely limited marketabillly,
The sdditlien of pemonis prevents its deteriora=-
tion for sbout = month, anl we sse Do resson why
this preservative process should wrest swey from
the preserved latex the protective mantle of the
tax exenption,

Taking slso into account the great distnnce
that separates the ilai.ntiff.‘“a plantation from the
main rubber progessing centers in Japan, the
United States snd surope, amd the diffieulty in
haedling produste in liquid form, it onn be dls-
carned without difri.uul%r thet preserved latex
with its 30=day spoiluse limit, 4s still severely
handicupyel for export and ﬂoli:r garning pursnses,

{o overcome these shorfcomings, and extand
1ts ugseful 1life aimoat indefinitely, 1T bDecores
necessary to seperate and solidify {na rutber
gronules diffused in the latex, and henes, cecord-
ing to the stipalation of fseta ani the evilance,
scetiec ascid is pdded to Amaten somgulsation, ‘here
is nothing on reczord to ghov that the ncetle acgld
in any way produces asnything that was not oriifine-
ally lo the source, the liguld letex. The eoagu=
lum iz then rolled and compsetesd and afterwards
mir drdied %o make ‘als CUrepe (1 amd 2), or elus
eured and smoked to rroduce rubber sheetis, Jnee
sgein wve see nothlug iIn this proeezsing to ulter
the sgriculturcl muture of the result; what tekes
plage 13 meraly an acealeratad copgulstion and
dessicetion thnt would returclly occur snywsy, Oonly
within & longer period of time, coupled with sraater
spollagze of the produet,

e the guerations garried out by pleintirf
€134 BRI by its sroduetion o Mg rubber latex
D 8 loree sgsle hey are purely iueidental Lo
e 1a ry Just zs s ennning of sxinned cn
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Even less Justifiantle ia the positlon tiken
by ths Reverus Lommlssioner in his azpecl agalinst
finiing of the Iax Court that "lat Fark 34
Irown urape rubber are agrieulturszl products.
Acoording te the record, these sheets result from
the drippings an! weste rubber that have driasd
nsturally, that are rolled snd compacted Into
tha desired thlokreas, without any othar proeessing,
As to 2X Srown o<repe whier ls vom seted out
of the trimings snd weste 1left ovar from the
production of ribbed smoked sheets, no reason ls
gean why it should ba traeted differently from
hod ; } 3
he ribbed ymoked sheets t““m'“lv‘s‘(lrﬂurLinlng susolied)

The preducts fnvolved in the uforecited cases wera
also Hibbed imoked sheet boa., t andt 2, 2 1 Erown Crepe
and 3 X Srown Crepe es In this 2cse,

»1th respegt to the secomd issus, we urs ol the opte
rion that since the colleetion of the sales tax involved
herein dces not appesr to be talnted with srbitrurlness,
the respondent 1z not iisbhls for interest on ths refund,
{Collector of Int, Zev, v, intonio :rleto, ot al., 3 SCHA
'1ﬁ1; vomm, of Int, Hewv, v. ssturlss 3ugar Jentral, Ine,,

3 sCra 727)

dlLasfuna, responient Lommissioner of lntermal ~evenue
t3 herealby ordered to refund to petlitioner the sum of
f12,451.10, ropraesenticeg the saleg ftax nal! for the reriod
frox July 1555 to Jetober, 15556, Without costs.

10 DROGRED,
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