G.R. No. L-29059. December 15, 1987 (Case Brief / Digest)

Title: Commissioner of Internal Revenue vs. Cebu Portland Cement Company and Court of
Tax Appeals

Facts: The Cebu Portland Cement Company (CEPOC) was initially ordered a refund
amounting to P359,408.98 by the Court of Tax Appeals (CTA) on June 21, 1961, for
overpayment of ad valorem taxes, a decision later modified by the Supreme Court on
February 27, 1965. On March 28, 1968, upon denial of motions for reconsideration by both
parties, CEPOC moved for a writ of execution for the judgment. The Commissioner opposed
this motion, citing CEPOC’s outstanding sales tax liability, which supposedly absorbed the
refund. However, the CTA, on April 22, 1968, granted CEPOC’s motion, stating the sales tax
issue was still contested and couldn’t offset the refund.

The Commissioner of Internal Revenue then appealed to the Supreme Court, arguing that
cement is a manufactured product subject to sales taxes under Section 186 of the Tax Code
and denying the assessments had prescribed, asserting prescription should begin from the
filing of the sales tax returns, which hadn’t been done by CEPOC. CEPOC maintained its
exemption under Rep. Act No. 1299, amending the Tax Code to classify cement as a mineral
product post-June 16, 1955, thus not liable for the sales taxes in question.

Issues: The Supreme Court faced several legal questions, including whether cement should
be classified as a manufactured or a mineral product for tax purposes, whether the
assessment of sales taxes against CEPOC had prescribed, and the propriety of the offset of
the refund against CEPOC’s alleged tax liabilities.

Court’s Decision: The Supreme Court ruled in favor of the Commissioner, establishing that
cement is considered a manufactured product, thus taxable under Section 186 of the Tax
Code. It overruled previous decisions to the contrary, specifically rejecting the notion
introduced by Republic Act No. 1299 that could classify cement as a mineral product
exempt from sales tax. On the prescription issue, it was held that CEPOC had not filed the
proper sales tax returns required, meaning the prescriptive period had not commenced,
allowing the Commissioner to make the assessments within the acceptable timeframe.

Doctrine: The decision underscored that cement is a “manufactured product” rather than a
“mineral product,” making it subject to sales tax. It emphasized that laws operate
prospectively unless a clear intention for retrospection is stated. Additionally, it reaffirmed
the principle that the government’s need to collect taxes is paramount, allowing minimal
room for its delay or obstruction.
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Class Notes:

- Classification of Goods for Tax Purposes: Cement is explicitly classified as a manufactured
product, not a mineral product, thus subject to sales tax.

- Prescription of Tax Assessments: The prescriptive period for tax assessments begins upon
the filing of the required tax returns. The absence of such filings means the prescription
does not start, allowing the tax authority to assess within an extended period.

- Principle of Tax Collection Urgency: The government’s need to secure tax payments is
fundamental, limiting the ability to halt or delay tax collection through administrative or
judicial contests.

Historical Background: The case reflects the evolving interpretation of tax laws concerning
the classification of goods (cement, in this instance) and the persistent tension between tax
authorities seeking to maximize revenue collection and taxpayers aiming to minimize their
tax liabilities. The Supreme Court’s ruling in favor of the Commissioner amid conflicting
legislative and judicial interpretations underscores the judiciary’s role in clarifying tax
obligations and enforcing tax collection as a critical government function.
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