G.R. No. L- 40145. July 29, 1992 (Case Brief / Digest)

Title: Pepsi-Cola Bottling Co. of the Philippines, Inc. vs. City of Butuan et al.

Facts:

Pepsi-Cola Bottling Company of the Philippines, Inc. (Plaintiff) sought to recover amounts
paid under protest for taxes imposed by the City of Butuan through Municipal Ordinance
No. 110, as amended by Ordinance No. 122. These ordinances levied a tax on soft drinks or
carbonated beverages, including Pepsi-Cola, which were bottled in Cebu City and then
shipped to Butuan City for distribution. The Plaintiff contended that the ordinance was
illegal, excessive, oppressive, confiscatory, unjust, discriminatory, and constituted an
unconstitutional delegation of legislative powers. After paying a total of P14,177.03 under
protest for the taxes imposed from August 1960 to July 1961, Pepsi filed a complaint in the
Court of First Instance of Agusan, which dismissed the complaint with costs.

Procedurally, both parties stipulated facts for the lower court’s decision, including details of
the operations, taxes paid, the basis for the imposition of taxes, and financial impact on
Pepsi. Disagreeing with the trial court’s decision, Pepsi directly appealed to the Supreme
Court on several grounds intertwined with the validity of the taxing ordinances and their
constitutional underpinnings.

Issues:

1. Whether Municipal Ordinance No. 110, as amended by Ordinance No. 122, is an
unconstitutional delegation of legislative powers.

2. Whether the said ordinances constitute double taxation.

3. Whether the tax imposed by the said ordinances is excessive, oppressive, confiscatory,
and violates principles of uniform taxation.

Court’s Decision:

The Supreme Court reversed the decision of the lower court, holding that the challenged
ordinances were invalid due to several reasons:

- The tax imposed by the ordinances resembled an import duty, which the City of Butuan
had no authority to impose.

- The ordinances were discriminatory and not applied uniformly, violating constitutional
requirements for uniformity in taxation. This discrimination arose because the tax targeted
only agents or consignees of outside dealers, exempting local dealers not acting on behalf of
others, regardless of their sales volume.

The Court found the objections on the grounds of double taxation and the excessive nature
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of the tax to be without merit. The concept of double taxation is not explicitly prohibited
under Philippine law, and the amount levied (P0.10 per case) was not deemed excessive,
oppressive, or confiscatory.

Doctrine:

- Legislative powers may be delegated to local governments regarding matters of local
concern, marking an exception to the general principle against the delegation of legislative
powers.

- The uniformity required in the exercise of taxation powers does not demand absolute
equality under all circumstances but necessitates a reasonable classification, which must be
based on substantial distinctions with relevance to the legislation’s purpose.

Class Notes:

- Delegation of Legislative Powers: Allowed for local governments on local concerns.

- Double Taxation: Not prohibited under Philippine law unless explicitly stated.

- Tax Uniformity: Requires reasonable classification based on substantial distinctions
relevant to the purpose of the legislation or ordinance.

- Tax on Sales: Discriminatory taxation based on the status of the dealer (local vs.
agent/consignee of an external merchant) violates the uniformity principle.

Historical Background:

This case reflects the complex interplay between local taxation authority and constitutional
principles governing taxation. It underscores the limitations on local government units in
imposing taxes, especially concerning uniformity and non-discrimination. The backdrop
includes the evolving jurisprudence on delegated legislative powers and local autonomy vis-
a-vis national policy, emphasizing the need for local ordinances to conform to constitutional
mandates.
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