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Petitioner NPC is a government owned and controlled
corporation created and existing by virtue of Republic :t
(R.A.) No. 6395°, as amended, with principal office address
at NPC Office Building Complex, Quezon Avenue corner E R
Road, Diliman, Quezon City.*

Respondent Province of Quirino is a local government
unit with office address at Provincial Capitol Compound,
Cabarroguis, Quirino Province.”

Respondent Fe B. Mangaccat is the Provincial Treasurer
of Quirino Province holding office at the Provincial Capitol
Compound, Cabarroguis, Quirino.°

On July 2, 2008, petitioner received an assessment
letter dated June 23, 2008 from respondents,” demanding
payment of franchise tax from the years 2002 to 2006 in the

T 1t ~“Php2 ""3 "7 548

On August 14, 2008, NPC filed with Quirino Province a
Protest Letter dated August 13, 2008,° denying tax liability
for the alleged franchise tax invoking Section 6 of RA No.
9136 under which it is no longer considered " siness
enjoying a franchise for the p-'-pose of the franchise tax
col :tion pursuant to Section 137 of the Local Government
Code.

On August 11, 2008'° and August 14, 2008,
respondents sent Notices of Delinquency to petitioner.

On October 10, 2008, petitioner elevated the matter to
the RTC of Cabarroguis, Quirino Province alleging inaction on
the part of respondents.*? F itioner prayed to nullify and ¢
aside the assessment dated June 23, 2008 issued against it

/

3 An Act Revising the Charter of the National Power Corporation.
4 The Parties, Petition for Review, docket, p. 6.
:The Parties, Petition for Review, docket, p. 7
Id.
7 Annex “B”, Petition for Review, docket, p. 52.
8 Annex “B-1”, Petition for Review, docket, p. 53.
9 Annex “C”, Petition for Review, docket, p. 54.
10 Annex “D”, Petition for Review, docket, p. 55.
11 Annex “E”, Petition for Review, docket, p. 56.
12 RTC Records, pp. 1-15.
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II.
THE NOTICE OF ASSESSMENT IS INVALID,
HENCE, NO COLLECTION CAN BE ENFORC™
UNC RIT.

Petitioner insists that it is not liable for local franchise
tax imposed upon it by respondents since the requisites for
its imposition were not complied with given that it has no
franchise as provided under Republic Act No. 9136,
otherwise known as ""'ectric Power Industry Reform Act of
2001” (EPIRA Law). Besides, it is not exercising any right or
privilege under a franchise within the 1 -ritory of the
respondent Quirino Province.

Petitioner explains that to be liable for local franchise
tax, the following requisites must concur: (1) that one has a
“franchise” in the sense of a secon ary or special franchise;
and (2) that it is exercising its rights or privileges under this
franchise within the territory of the pertinent local
government unit.*

~ut with the enactment of the EPIRA Law, it is no
longer 1joying a franchise which may be subject of a
franchise tax. Section 8 of RA No. 9136 specifically provides
that its electrical transmission function, including its
nationwide franchise, was tr 1sferred to National
Transmission Corporation (TRANSCO), thus:

Section 8. Creation of the National
Transmission Company. — There is hereby
created a National Transmission
Corporation, hereinafter referred to as
TRANSCO, which shall assume the
electrical transmission function of the
National Power Corporation, and have the
powers and functions hereinafter granted.
The TRANSCO shall assume authority and /
responsibility of NPC for the planning,

13 An Act Ordaining Reforms in the Electric Power Industry, Amending for the Purpose Certain
Laws and for Other Purposes.

4 City of Iriga vs. Camarines Sur III Electric Cooperative, Inc. (CASURECO III), G.R. No.
192945, September 5, 2012., citing National Power Corporation v. City of Cabanatuan, G.R.
No. 149110, April 9, 2003 .
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construction and centralized operation and
maintenance of its high voltage
transmission facilities, including grid
interconnections and ancillary services.

Within six (6) mo :hs from the
effectivity of this Act, the transmission and
subtransmission facilities of NPC and all
other assets related to transmission
operations, including the nationwide
franchise of NPC for the operation of the
transmission system and the grid, shall be
transferred to the TRANSCO. The TRANSCO
shall be wholly owned by t 2 Power Sector
Assets and Liabilities Management
Corporation (PS£' ™ Corp.)

F-*itioner also finds erroneous he RTC’s reliance on the
rulings laid down by the Supreme Court in National Power
Corporation vs. Province of Isabela'® (Isabela case) and
National Power Corporation vs. City of Cabanatuan®®
(Cabanatuan case). The said cases, according to petitioner,
invoh 1 franchise taxes which becanr due prior to the
effectivity of the EPIRA Law, unlik that of petitioner which
were incurred s after the effectivity of the EPIRA Law or
during the years 2002 to "106, to be exact. A -t from this,
the Cabanatuan case contemplated a national franchise to
which a national franchise tax may be levied. Lastly, the
characterization given by the Cabanatuan case to petitioner
no longer holds tru = since the EPIRA Law divesi 1 it of its
franchise, converted it from a power dgenerating and
distributing agency to a mere power generating agency and
deregulated power generation.

Respondents, however insist that [ itioner is liable to
pay the franchise tax citing Section 137 of the Local
Government Code (LGC) which provides that Local
Government Units (LGUs) can impose Franchise Tax
notwithstanding any exemption grani 1 by law or other
special laws. /

15 G.R No. 165827, June 16, 2006.
16 G.R. No. 149110, April 9, 2003.
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Moreover, petitioner is exercising its rights or privileges
under a franchise within the territory of Quirino Province as
indicated by its receipts of payments from its customer
Quir._.> Electr.. Cc___. _:iv. (QUIRELCy) wt ___ place .’
busir 3s is within the Province of Quirino. Further,
[ itior -is considered as a private enterprise for profit and
mandated to generate power and sell electricity in bulk. For
respondents, petitioner’s activities are consic 1 private
and commercial undertakings and not sovereign functions.

Anent, the second issue, petitioner claims that it was
deprived of its right to due process rendering tt notice of
assessment invalid and no collection can be enforced by
reason thereof.

Petitior - anchors its claim on the contention that
respondent’s assessment letter did ot satisfy the requisites
of a valid notice of assessment, namely: (a) it must contain
factual and legal bases; (b) it must contain a demand to pay
within a stated time; and (c¢) it mus be sent to the taxpayer
within the prescribed period.

Petitioner argues that the first and second requisites
were not satisfied. First, the assessment letter did not
contain the law and the facts on which the assessment was
based. Second, the demand to pay was on Q! RELCO and
not to petitioner. Neither was the e a demand to pay the
franchise tax in the assessment letter sent to petitioner.
There being no valid demand, the assessment letter sent
was void and therefore, cannot be the basis for the payment
of the franchise tax.

Despite directive, only respondents filed their
Memorandum (Comments to the Petitioner’'s Petition for
Review)!” on July 9, 2013. /

7 Docket, pp. 125-138.
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e crux of the controversy lies in the dete mir-%ion of
whether or not petitioner is liable for franchise taxes under
the LGC of 1991, in relation to Provincial Tax Ordinance No.
00-1, Series of 2002, Revenue Code of tt Province of
Quirino and Republic Act I"). 9136.

In the assailed Decision, the RTC ruled, and the Court
agrees, that the enactment of RA No. 9136 did not affect the
power of local governments to impose a franchise tax on
petitioner. While it may be tri that upon the effectivity of
the EPIF °~ Law, petitioner hay been considered as a
generation company and as such no longer required to
secure a national franchise, however, the said law did not
exempt petitioner from payment of franchise tax. The fact
that petitioner is selling ‘ectricity in bulk to QUIRELCO,
within tt  territory of Quirino Province mak ; it liable to pay
the franchise tax as provided under Department of Finance,
Local Finance Circular No. 1-07, which provides for the basis
in computing the franchise and business taxes due on
petitioner before and after the effectivity of the EPIRA Law.

The power of the LGUs to impose and collect taxes is
derived from the Constit :ion itself which grants them “the
power to create their own sourc 5 of revenues and to levy
taxes, fees and charges subject to such guidelines and
limitation as the Congress may provide.'® This categorical
constitutional grant of power to tax is consistent with the
basic policy of local autonomy and decentralization of
governance. With tt 5 power, LGUs have the fiscal
mechanisms to raise the funds needed to deliver basic
services to their respective cons ituents and break the
culture of dependence on the national government. Thus,
consistent with these objectives, RA No. 7160, otherwise
known as the Local Government Code of 1991, was
enacted,'® granting local government units, like respondent
Quirino Province, the power to impose and col :t franchise
tax.

8 gection 5, Article X, 1987 Constitution.
19 Enacted on October 10, 1991.

J/
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In fine, respondents had substantially compl 1 with
the requirements of due process in the notices sent to
petitioner. Petitioner’s protest letter dated August 13, 2008
filed on August 14, 2008 also revealed that it was able to
refute the assessment issued against it by respondents
negating the claim that it was not :corded due process of
law.

It has been held that the essence of due process is
found in the reasonable opportunity to be heard and to
submit any evidence one may have in support of one's
defense. What the law proscribes is the lack of opportunity
to be heard. As long as the party is given the opportunity
to de” 1d his interests in due coL se, he would have no
reason to complain, for this is the opportunity to be heard
that makes up the essence of due process.?®> Undoubtedly,
petitioner was afforded due process.

All told, the Court finds no error to merit the reversal
of the assailed Decision dated May 2, 2C" 3.

WHEREF RE, the instant Petition for Review dated
June 17, 2013 filed by petitioner N¢ ional Power Corporation
is hereby DENIE™ , for lack of merit.

The Decision dated May 2, 2013 of the Regional Trial
Court of Cabarroguis, Quirino-Branch 32 in Civil Case No.
686-2008 entitled “National Power Corporation vs. Province
of Quirino and Fe B. Mangaccat”, is hereby AFF~IME

R™ ERED.

ESPERAKNZ FABON-VICTORINO
soCiate Justice

23 Estares, et al. vs. Court of Appeals, et al., G.R. No. 144755, June 8, 2005.
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We Concur:
LOVE' ' KT BAUJTISTA MA. BELEN M. RINGPIS-LIBAN
Associate Justice Associate Justice

A. EST T

I attest that the conclusions in the above Decision were
reached in consultation t ‘ore the case was assignhed to the
writer of the opinion of the Court’s Division.

LOVEL" R. "AUTISTA
C?airperson

C " TIF "AT! N

Pursuant to Section 13 Article VIII of the
Consti’ tion, and the Division’s Ct rperson’s Attestation, it
is hereby certified that the conclusions in the above Decision
were reached in consultation before the case was assigned
to the writer of the opinion of the Court’s Division.

%M% C~ %".:04 Ve :
ANITO C. CASTANEDA, JR.
Acting Presiding Justice



