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### Title:
Philippine Amusement and Gaming Corporation (PAGCOR) vs. Bureau of Internal Revenue
(BIR)

### Historical Background:
This  case  arose  in  the  context  of  changing  tax  policies  in  the  Philippines,  with  the
government seeking to increase revenue through amendments to the National  Internal
Revenue Code. The controversy centered on the removal of PAGCOR’s exemption from
corporate income tax and value-added tax (VAT) obligations.

### Facts:
PAGCOR, a government-owned corporation responsible for regulating gambling activities,
was initially exempt from all  taxes except a franchise tax as per its charter. However,
amendments to the tax code by R.A. No. 9337 removed this exemption, subjecting PAGCOR
to corporate income tax. Subsequent to the enactment of R.A. No. 9337, BIR issued Revenue
Regulations (RR) No.  16-2005,  which also subjected PAGCOR to VAT. PAGCOR filed a
petition arguing that these provisions violated the Constitution’s equal protection and non-
impairment clauses.

### Issues:
1. Whether R.A. No. 9337’s exclusion of PAGCOR from tax exemptions violates the equal
protection clause under the Constitution.
2.  Whether  the  same  act  violates  the  non-impairment  clause  regarding  contractual
obligations.
3. Whether RR No. 16-2005, imposing VAT on PAGCOR, is valid.

### Court’s Decision:
1. **Equal Protection**: The Supreme Court ruled that R.A. No. 9337’s exclusion of PAGCOR
from tax exemptions does not violate the equal protection clause. It was determined that the
legislative intent to subject PAGCOR to corporate income tax was clear, and thus, lawful.

2.  **Non-Impairment  Clause**:  The  Court  held  that  the  amendment  of  PAGCOR’s  tax
exemptions  through  R.A.  No.  9337  did  not  violate  the  non-impairment  clause.  Since
franchises are subject to amendment or repeal by Congress when the common good so
requires, the change in tax obligations did not impair contractual obligations.

3.  **Validity  of  RR No.  16-2005**:  The  Supreme Court  found RR No.  16-2005,  which
subjected PAGCOR to VAT, invalid. It was determined that the imposition of VAT by the BIR
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regulation was beyond the scope of R.A. No. 9337, as the law did not specifically subject
PAGCOR to VAT.

### Doctrine:
1. **Equal Protection Clause**: Laws subjecting entities to taxes must apply uniformly to
entities in similar circumstances without unjust discrimination.

2. **Non-Impairment Clause**: Changes to tax obligations of franchises do not violate the
non-impairment clause since such franchises are granted under the condition of  being
amendable by Congress as per the common good.

3. **Legislative Intent in Tax Exemptions**: The express exclusion of an entity from a list of
tax-exempt entities in legislative amendments indicates the intent to subject said entity to
tax, unless specifically provided otherwise.

### Class Notes:
– **Equal Protection Clause**: This principle ensures that individuals or entities similarly
situated are treated equally by the law. Legislative classifications must be reasonable, based
on substantial differences, and apply uniformly.

– **Non-Impairment Clause**: Protects contractual obligations from legislative amendments
unless such changes serve the common good and are allowed under specific conditions (e.g.,
franchises).

– **Specific Legislation vs. Implementing Regulations**: Where there is a conflict between a
law and an implementing regulation, the law prevails. Regulations cannot extend or restrict
the scope of the legislative act they aim to implement.

### Historical Context:
The case reflects a period of fiscal policy reform in the Philippines, aimed at broadening the
tax base and increasing public revenues. It highlights the tension between government
attempts to enhance income through taxation and the protection of  previously granted
rights and exemptions to specific entities.


