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Title: ABAKADA GURO PARTY LIST et al. vs. EXECUTIVE SECRETARY et al. (G.R. Nos.
168056, 168207, 168461, 168463, and 168730)

Facts:
This case consolidates several petitions challenging the constitutionality of Republic Act No.
9337 or the VAT Reform Act, which seeks to raise revenue to address the fiscal deficit and
other governmental financial concerns. The law amends various sections of the National
Internal  Revenue  Code  (NIRC)  by  increasing  the  Value-Added  Tax  (VAT)  rate  and
restructuring the VAT system.

The petitioners—an association of party-list representatives, senators, gasoline dealers, and
civil  service  officials—assert  that  R.A.  9337  contains  provisions  which  delegate  the
legislative power of taxation to the executive branch, specifically granting the President the
authority  to  increase  the  VAT  rate  under  certain  conditions.  This,  along  with  other
provisions on the imposition of VAT, input tax credits, and final withholding tax, is claimed
to be unconstitutional.

The procedural journey to the Supreme Court involved the petitions being filed against the
Executive Secretary, Secretary of Department of Finance, and the Commissioner of Internal
Revenue. The Court issued a Temporary Restraining Order (TRO) upon the effectivity of R.A.
No. 9337 and heard oral arguments on the matter. The main contentions revolve around the
grant of presidential authority to raise the VAT rate, the alleged arbitrariness of certain
VAT-related provisions, and the claim that they violate the constitutional principles of due
process, equal protection, and progressive taxation.

Issues:
1. Whether the provisions in R.A. No. 9337 delegating the President the power to increase
the VAT rate are unconstitutional.
2. Whether the procedural requirements were met in the passage of R.A. No. 9337.
3. Whether the imposition of the VAT and limitations on creditable input tax under R.A. No.
9337 violates the due process clause and equal protection clause of the Constitution.
4. Whether the law violates the constitutional principle of progressive taxation.

Court’s Decision:
The Supreme Court upheld the constitutionality of R.A. No. 9337, dismissing all petitions.
The Court found no grave abuse of discretion amounting to lack or excess of jurisdiction in
the Bicameral Conference Committee’s actions leading to the enactment of the law. The
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grant of authority to the President to increase the VAT rate, upon the recommendation of
the Secretary of Finance and subject to specified conditions, was deemed not to be an
undue delegation of legislative power. The Court reasoned that it is the nature of the power
that determines the validity of its delegation, and the President’s role is merely to ascertain
the existence of specific conditions predefined by Congress—the operation of the law relies
on objective and verifiable facts.

Doctrine:
The delegation of legislative power is permissible when it is merely the ascertainment of
facts  upon  which  enforcement  and  administration  of  an  increase  in  the  tax  rate  are
contingent. The power to tax cannot be delegated, but the legislature may declare the
implementation  of  a  tax  suspended  until  advised  by  the  executive  that  a  specified
contingency has occurred.

Class Notes:
– The doctrine of separation of powers implies the non-delegation of powers, but specific
rules allow for delegation within limited confines.
– The “completeness” and “sufficient standard” tests are used to determine the validity of a
law delegating power.
– The imposition of a tax rate based on conditions outside the control of the President is not
an undue delegation.
– “Final withholding tax” means the amount withheld is to be considered full and final
payment of the due tax.

Historical Background:
R.A. No. 9337 was enacted in response to pressing financial needs of the government,
particularly the rising national budget deficit. Fiscal reform, primarily to improve revenue
generation and tax collection efficiency, was the key motivator for the amendments to the
NIRC. The law represented a legislative effort to balance both revenue increase and a just
tax burden distribution across different sectors. It was against this backdrop of fiscal crisis
management that the petitions challenging the law were evaluated.


