G.R. No. 199669. April 25, 2017 (Case Brief / Digest)

Title: Southern Luzon Drug Corporation v. The Department of Social Welfare and
Development, et al.

Facts:

The case involves a petition filed by the Southern Luzon Drug Corporation (petitioner)
against the Department of Social Welfare and Development (DSWD), the National Council
for the Welfare of Disabled Persons (NCWDP), the Department of Finance (DOF), and the
Bureau of Internal Revenue (BIR) (collectively, the respondents). The petition seeks to
prohibit the implementation of Section 4(a) of Republic Act (R.A.) No. 9257, the “Expanded
Senior Citizens Act of 2003,” and Section 32 of R.A. No. 9442, which amends the “Magna
Carta for Disabled Persons.” These sections grant a 20% discount on the purchase of
medicines by senior citizens and persons with disability (PWDs), respectively, and treat such
discounts as tax deductions.

The petition was triggered by a shift in the tax treatment of discounts given to senior
citizens—from a tax credit to a tax deduction from the gross income, based on the net cost
of goods sold or services rendered. Southern Luzon Drug Corporation argued that this
change affected the profitability of their business operations.

The case reached the Supreme Court after the Court of Appeals dismissed the petition for
prohibition filed by Southern Luzon Drug Corporation, upholding the constitutionality of the
discount provision, and finding it a valid exercise of police power.

Issues:

1. Whether the petition for prohibition is the proper remedy to assail the constitutionality of
the 20% sales discount for senior citizens and PWDs.

2. Whether the Supreme Court’s decision in Carlos Superdrug Corporation constitutes stare
decisis, barring the current petition.

3. Whether the 20% sales discount for senior citizens and PWDs is a valid exercise of police
power or an invalid exercise of the power of eminent domain without just compensation.

4. Whether the 20% sales discount violates the petitioner’s right to equal protection of the
law.

5. Whether the definitions of “disabilities” and “PWDs” in R.A. No. 9442 are vague and
violate the petitioner’s right to due process of law.

Court’s Decision:
The Supreme Court upheld the constitutionality of Section 4(a) of R.A. No. 9257 and Section
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32 of R.A. No. 9442, finding that these provisions and their implementing tax treatment are
valid exercises of the State’s police power. The Court reiterated that the provision of the
20% discount for senior citizens and PWDs does not constitute a taking of private property
without just compensation but rather a permissible regulation under the State’s police
power for the public good.

- The Court affirmed that the petition for prohibition was a proper remedy in challenging
the constitutionality of the laws in question.

- The Supreme Court clarified that its decision in Carlos Superdrug does not constitute
stare decisis that would bar the current petition.

- The Court found that the 20% sales discount for senior citizens and PWDs was a valid
exercise of police power aimed at promoting the well-being of these special classes of
citizens. It was not seen as an exercise of eminent domain, which would necessitate just
compensation, because it involves mere regulation of property use for public welfare.

- The Court held that the 20% sales discount does not violate the equal protection clause, as
the law provides sufficient basis for the differential treatment of senior citizens and PWDs.

- The definitions of “disabilities” and “PWDs” were deemed clear, unambiguous, and in
accordance with global standards, thereby not violating the petitioner’s right to due
process.

Doctrine:

The Supreme Court reiterated the doctrine that the grant of benefits or privileges to special
classes of individuals, such as senior citizens and persons with disability, through regulatory
measures such as discounts on purchases, is a valid exercise of the State’s police power
aimed at promoting their welfare. Additionally, it emphasized the principle that the State’s
exercise of its police power is presumed valid unless there is a clear and unequivocal breach
of constitutional limitations.

Class Notes:

- Police power entails the State’s authority to enact laws that regulate the use of property or
limit personal freedoms to promote the general welfare. It does not necessitate
compensation even when it affects property rights.

- The power of eminent domain involves the State’s authority to take private property for
public use, with the requirement of providing just compensation.

- The equal protection clause mandates that all persons similarly situated should receive
similar treatment under the law. Classifications made by law must be reasonable and not
arbitrary.
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- The due process clause offers protection against the arbitrary deprivation of life, liberty,
or property without the appropriate legal proceedings being followed.

- Tax deductions and tax credits are methods by which the government can influence
behavior or provide relief to certain sectors, falling within the ambit of its power to tax.

Historical Background:

The legal provisions granting a 20% discount to senior citizens and persons with disability,
and treatment of such discounts as tax deductions, were legislated as part of the Philippine
government’s efforts to promote social justice and cater to the specific needs of these
vulnerable segments of society. These laws reflect the State’s policy to honor and provide
for its elderly and disable citizens, recognizing their contributions to society and the
challenges they face. The case symbolizes the ongoing dialogue between the necessity to
uphold business interests and the State’s prerogative to legislate for the public good,
particularly in favoring disadvantaged groups within society.
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