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Title: Manila Electric Company vs. Central Board of Assessment Appeals, et al.

Facts:
The Manila Electric Company (Meralco) constructed two oil storage tanks on a leased lot in
San Pascual, Batangas within the Caltex refinery compound in 1969. These tanks sat on a
foundation without being anchored or welded to the foundation, and Meralco argued that
the tanks could be floated by flooding.

The municipal treasurer of Bauan, Batangas, based on an assessment by the provincial
assessor, imposed realty taxes on the tanks for the years 1970 to 1974, which totaled
P431,703.96. Meralco initially challenged this assessment before the Batangas board of
assessment appeals  and subsequently  before the Central  Board of  Assessment Appeals
(CBAA).

The CBAA upheld the assessment, deeming the tanks along with the foundation, walls,
pipes,  and  other  appurtenances  as  taxable  improvements.  After  a  denied  motion  for
reconsideration by the CBAA, Meralco filed a special civil  action of certiorari  with the
Supreme Court, contending that the Board had acted without jurisdiction and made a legal
error in classifying its storage tanks as taxable real property.

Issues:
1. Whether or not the jurisdiction of the Board to impose realty taxes on Meralco’s storage
tanks was proper.
2. Whether the oil storage tanks can be considered real property for the purpose of realty
taxes under the provisions of the Assessment Law and the Real Property Tax Code.

Court’s Decision:
The Court dismissed Meralco’s petition, affirming the CBAA’s decision and resolution.

1. On the jurisdictional issue, the Court found that the Board acted within its jurisdiction to
rule on the matter.
2. Regarding the classification of the tanks, the Court ruled that, although not embedded in
land, they can be considered improvements that enhance the land’s utility and are thus
taxable under the law. In doing so, the Court differentiated this case from previous rulings
where the items in question were found not to be taxable realty, such as Meralco’s steel
towers in a different case or the tools and equipment in the Mindanao Bus Co. case.

Doctrine:
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– The Court established that the property classification for tax purposes is not constrained
by  the  general  principles  that  distinguish  real  property  from  personal  property.  For
taxation, items may be deemed real property even when they might generally be considered
personal property.
– Taxation of “improvements” on the land is permissible even if those improvements are not
permanently embedded or affixed to the land, as long as they add value, utility, or are
intended for the enhancement or for the adaptation of the land for new purposes.

Class Notes:
–  Realty  Tax  Incidence  [Sec.  38,  PD 464]:  Tax  levied  on  real  property  includes  land,
buildings, machinery, and other improvements attached to real property.
– Improvements Definition [Sec. 3(k), PD 464]: An “improvement” is a valuable addition or
amelioration to property costing labor or capital, enhancing its value, beauty, or utility, or
adapting it for new or further purposes.
– Taxation Principle: The classification of property as real or personal is a legal concept and
can vary for purposes of taxation.
– Meralco’s Case Specifics: Although Meralco’s tanks were not permanently affixed, the
Court deemed them taxable as they significantly contributed to the land’s utility for the oil
industry.

Historical Background:
This case provides a clear lens into the taxation policies of the Philippines during a period of
modernization  and  expansion  of  infrastructure.  Meralco’s  argument  centered  around
traditional notions of property and emphasized the distinction between personal property
and real property. The Supreme Court’s decision marked a significant affirmation of the
government’s broader viewpoint concerning property classification for taxation purposes, a
stance that reconciles with the need to increase revenue streams through taxes for socio-
economic  development.  The  decision  also  illustrates  the  Court’s  role  in  interpreting
statutory provisions vis-à-vis contemporary economic realities, which is critical to aligning
the law with evolving societal needs and the commercial environment.


