G.R. No. 158881. April 16, 2008 (Case Brief / Digest)

### Title:
Petron Corporation vs. Mayor Tobias M. Tiangco, et al.

### Facts:

Petron Corporation engaged in selling diesel fuels through its depot in Navotas Fishport
Complex to Manila Bay commercial fishing vessels. In March 2002, Navotas, led by Mayor
Tobias M. Tiangco, assessed deficiency taxes on Petron for 1997-2001 sales based on the
New Navotas Revenue Code (Ordinance 92-03). Petron contested this, citing tax exemptions
under the Local Government Code’s Implementing Rules and a 1995 Bureau of Local
Government Finance ruling. Despite Petron’s protests, Navotas insisted on payment, leading
to legal challenges including a Complaint for Cancellation of Assessment filed by Petron
with the Malabon RTC, which ultimately ruled against Petron, supporting Navotas’
assessment. This decision was appealed to the Supreme Court on questions of law.

### Issues:

1. Whether a local government can impose business taxes on entities dealing in petroleum
products under the Local Government Code (LGC).

2. Interpretation of Section 133(h) of the LGC and whether it prohibits local business taxes
on petroleum products.

3. Validity and applicability of Article 232(h) of the LGC’s IRR concerning local taxation on
businesses involved in petroleum products.

### Court’s Decision:

The Supreme Court ruled in favor of Petron Corporation, holding that:

1. Section 133(h) of the LGC prohibits local government units from imposing business taxes
on petroleum products, deemphasizing local fiscal autonomy in this context due to broader
public policy considerations.

2. A distinction was made between “excise taxes on articles” and “taxes, fees, and charges
on petroleum products,” with the latter encompassing business taxes on petroleum.

3. Article 232(h) of the IRR was valid as it reiterated national policy against local taxation on
petroleum products, aligned with the LGC’s provisions.

The Supreme Court invalidated the tax assessments against Petron and prohibited Navotas
from imposing such taxes on the sale of petroleum products.

### Doctrine:
This case reiterates the doctrine that local government units cannot impose taxes, fees, or
charges on petroleum products, reflecting a deliberate legislative intent to exempt
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petroleum from local taxation due to its significant impact on national economic policies and
public welfare.

### Class Notes:

- ¥*Legal Statutes Cited**: Local Government Code, Section 133(h); Article 232(h) of the
IRR.

- **Key Concepts**: Distinction between excise and business taxes; significance of
petroleum products in national and local taxation; interpretation of statutory provisions in
favor of national policy over local fiscal autonomy.

- **Application**: The case demonstrates how statutory limitations on local government
taxing powers are interpreted, especially concerning essential commodities like petroleum,
highlighting the balance between local autonomy and national economic policy.

### Historical Background:

At the time of this case’s filing, the regulation surrounding local taxation of petroleum
products was under scrutiny due to shifting national policies toward deregulation and
economic liberalization. This legal challenge reflects broader debates about local vs.
national interests, fiscal autonomy, and the regulatory frameworks governing essential
commodities in the Philippines.
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