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AMGILES LACTRIC CORPORATION, b
Petitioner,
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Respendant,
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DECISION

The petitioner is a -.umnratim organized and
existing under the laws of the Philippines. It has a
franchise to operate an electric plant in Angeles, Pane
panga, under which it is’ required to pay a franchise tax
of 2% _)}_f_._tt;. aress receipts. During the period ;rm
April, 1954 to June, 1956, it suwpplied electric power (?

. to the Angeles Ice Plant, owned and operated by the prin- ,

cipsl stockholder of petitioner, under an arrangement
whereby *"the ice plant would use the generaters of the
slectric plant to provide its power provided that it would
pay for its share of fuel and oil expenses.” The velue "
of the fuel and oil actually consumed by and cherged to 3,
the ice plant during said perfod was %14,757.70, which
amount was paid directly by the ice plant to the supplier
instead of to petitioner. Petitioner did net include
gaid amount =8 Tgmrl: of its aress receints or garnings
for purnoses of the franchise tax,

Respondent appraised the vaiue of the electric
power consumed by the ice plant at 243,701.78, instead
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of »14,757,70, and assessed the correspending franchise d
tax in the sum of ®874,03, plus the surcharge of T218.51,
or a total of 1,092,554, Petiticner contested the assess~
ment, and, upon refusal of respondant to reconsider the
sama, filed the instant appeal. ' ’

The sole issue presented is whether or not in its
trensaction with the ice plant it derived gross receipts i
which are subject to the franchise tax. Petitioner cone |
tends that it did not derive taxable gross receipts
from the transaction. On the other hmd, respondent
claims that it did, and that the amount of the gross re=
ceipts was $43,701.78, the failr market value of the
electric power consumed by the ice plant and not the vale
ue of the fuel and oil which was actually paid.

Respondent *s main argument is that the arrangement
between petitioner and the ice plant was not » valid
contract as both are owned by the same persons. To gquote
fram respondant’s decisions

“It may be stated in thic connection

that for the agreement in question to be

valid, it must necessarily contain the es-

untl‘l elaments of consent, sublect matter

and consideration. It is noted, however,

that the Angeles Ice Plant ond the Angeles

ilectric oration are owgd by the some

persons so that there is no consent in the

real sense of the word. Assuming that there

is consent, the subject matter in mind when '

the Angelaes Ice Plant pald for a portion of

the fuel and 0il expenses of the Angeles

Llectric Corporation must he the T pPro-

duced by the latter and used by the former. )
The matter cannot he t peortien 1-

e
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of the 1 and oil s because they
were not incurred by Angeles Ice Plant.
Evan fr: th:h:tudpunt :{ ;:und :::wnum
ineip same cann sanctionad ¢
:: deduction from the profit and logs state- rf
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ﬁmt of the Angeles Ice Plant, othexe
wise the statement is distorted and net

in sccord with the facts." « 43
m nlu ages 2«3, Mem for Nes-
12, 1962, )

The pesition taken by respendent is difficult te
understand, If, 2s contended, the arrangemant between
petitioner and the fce plant was net a2 valid contract
solely by reason of the fact that the two entities are
owned by the same persons, the same 1s true if the cone.
sideration for the sale of slectric power to the ice
plant was the fair market value thereofs A person can
not sell to himself. It would fellow that petitioner
could not have derived taxable gross receipts or earn-
ings in connection with the electric power lupplhd by
1% to the iee plant. (See University of Sto, Temas wv.
Colls of Int. Rev., G. B. Noss L11274 & L.11280, Nov.
28, 1958, ) '

It apnears, however, that netitiener comporation
is an entity distinet and separate from the Angeles Ice
Plant. The arrangement entered into between the two ene
tities whereby petiticner wes to supply electric power
to the ice plant, the latter to pay for its share of the
value of fuel and ofil consumed, was merely tamperary,
‘that is, until the ice plant could secure its own gemera-
tor, which it did sometime in 1956. Thare is no claim
or pretense that the transaction was entered into for the
pmmdwﬂiumtdth tax. The amount cf |
the tax is insignificant to justify the risks of tax evae
sion, Wg are, thevefore, onstrained to hold the transace
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tion between petitionar and the ice plant valid. Such
baing the case, petitioner derived gross receipts from
the transaction in the sum of $14,797.54, the value of
the fuel and il charged to and paid by the ice. plant.
Although this amount was not actuslly paid te petitioner,
it wn/aid by the ice plant to the ecreditor of pcti;

[P,

tioner and the same should have been declared by it as

tionere Therefore, in legal affect, it was paid to petie.

part of its qress receipts er earnings subjeect to the
franchise tax.
WHEREFORE, we find petiticner liable for the frane
chise tax {n the sum of P295.15 (25 of #14,757.70),
plus the surcharge of 258 for late payment in the sum
of P73.79, or a total of P36R.94, Accordingly, it is
hereby ordered to pay the said sum of 368,94 within
thirty (30) days from the date this decision becomes
final, with costs.
$0 ORNERED, i
Manilas, February 28, 1963, o
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ROMAN M. UMALI
Associote Judge




