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MONTEMAYOR, J.:

On July 15, 1953, the plaintiff, City of Manila, filed acomplaint in the Court of First Instance of Manilato collect
from the Manila Remnant Co., Inc., a corporation engaged in the importation of textiles and remnants for resale to
the public both on wholesale and retail, the sum of F8,709, with interest from the date of the filing of the action,
which amount is the total accumulated license taxes provided for in a municipal ordinance which defendant failed
to pay for retail sales made from 1946 to 1950, including surcharge. There is no dispute about the amount of the
sales involved during the period aforementioned, or as to the amount of taxes due if the sales involved were retail,
instead of wholesale. In fact, the parties submitted a written stipulation of facts and asked that judgment be
rendered on the basis of the same. In said stipulation, the parties agreed that in order to determine the nature of the
sales of textiles by the defendant, the court may take as a basis the sales made in the year 1948 in favor of

different purchasers, as follows:

"Liberty Shirt Factory
1,543 kilos

Bee Cuan Shirt Factory
7,835 kilos

Ben Shen Shirt Factory
2,903 kilos

Philippine Kapok Factory
13,208 kilos

Army Shirt Factory
3,338 kilos

Kok Hoa Shirt Factory
321 kilos

Grand Total

30,148 kilos"
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(Paragraph 7, Stipulation)

Theissue, entirely legal in nature, before the trial court is clearly stated in its decision, through Judge Hermogenes
Concepcion, the relevant portion of which we reproduce below:

"The only question to be determined is whether the sales of textiles made by defendants to different factories
specified in paragraph 4 of the stipulation of facts in order that said factories might cut those textiles and
convert them into finished suits and dresses to be sold to consumers, were wholesale or retail. If they were
wholesale this case must be dismissed. If they were retail defendant must pay the amount claimed by plaintiff
in its complaint."In its memorandum plaintiff sustains that it is not the bulk or quantity of the goods sold that
determines whether the sale is wholesale or retail. It is the use to which the goods sold is put by the buyer
which is the basis for the determination of the kind of sale. On the other hand, the defendant in its
memorandum holds that the quantity of the goods sold determines whether the sale is wholesale or retail." The
Court disagrees with the contention of defendant. If it is the quantity of the goods sold that determines the kind
of sale, what quantity of goods sold shall be considered as a sale on wholesale? In other words how many kilos
in weight or how many meters in length must foe considered a sale on wholesale deal." The court accepts the
criterion sustained by the plaintiff that it is the use to which the buyer puts the goods bought that determines
the kind of sale. If a buyer purchases goods to be resold at a profit in the same and unaltered form, the deal is
wholesale. If it is to be cut or made into finished products to be sold to the consumer, it is aretail sale. There
are several decisions to this effect cited by the plaintiff. Since the sales of the defendant specified in paragraph
4 V)f the stipulation of facts were made to factories who converted the textiles sold into suits, pants, dresses,
etc., those sales were retail ."

The lower court rendered judgment in favor of the plaintiff and sentericed the defendant to pay to it the sum of
P8,709, with legal interest from the date of the filing of the complaint, with costs. The defendant has appealed
directly to usfor the reason that only a question of law isinvolved in the appeal.

Appellant contends that it is unfair to determine the nature of a sale, whether it 13 wholesale or retail, by the use
to which the purchaser puts the commodity bought, something over which the seller has no control. At first blush,
this contention would seem meritorious because a purchaser of a commodity may either consume it or otherwise
devoteit to its own use, or it may resell it for profit. So appellant maintains that it is more reasonable to take as a
basis the bulk or amount of said sale; and it gives the following example: if a person buys half a dozen pairs of
socks, the saleis clearly retail, but if he buys twelve dozen pairs of socks, then it is evident that the transaction is
wholesale.

The trouble with appellant's theory is that there is no fixed amount or volume of sale to be used as areliable test.
A sale of half a dozen pairs of socks may support the inference that said socks are all going to be used by the
buyer, so that the sale is retail. What about a sale of a dozen pairs or two dozen pairs of socks? A small merchant
in a town market may buy as few as half a dozen pairs of socks for resale in his small store, and according to
appellant's theory, because of the small volume of the sale, it should be regarded as retail, this, despite the resale
of the socks by the buyer. On the other hand, a town or city may buy as many as twelve dozen pairs of socks for
its policemen, and under appellant's claim, because of the volume of the sale, it should be considered wholesale,
although all the socks are not to be resold, but used and consumed by the buyer. From this, it is apparent that the
test offered by appellant, on the basis of volume of the sale, is neither valid nor satisfactory. It is more reasonable
to consider the use and purpose for which articles are bought, whether for resale or for consumption, to determine
the sale asretail or wholesale.

It should not be too difficult to determine the nature of a sale if we consider the business of the buyer, regardless
of the bulk or volume of the sale. A sale of six or a dozen bolts (piezas) of cloth to a retail merchant engaged in
the sale of cloth by the yard or meter should be considered as wholesale; and a sale even of dozens of bolts or,
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hundreds of kilos of cloth or textiles to tailors, shirt factories or dressmaking establishments, should be regarded
as retail for the reason that said textiles are consumed by said buyers in their business of converting the cloth into
finished suits, dresses, shirts, etc., using in the conversion and manufacture not only the original cloth, but also
thread, buttons, metal hooks, zippers, trimmings, decorations, etc., resulting in a product for ale, one entirely
different from the origina article purchased.

This question has already been decided by this Court in several cases, some quite recent.1 Said this Court in the
Tan vs. de la Fuente case:

"The fact that the purchasers - the tailors, shirt factories, taxicab companies and schools - transformed such dry
goods bought from the appellee into suits, shirts and other garments, used them for seat covers, or sold them to
their employees and to their teachers and students, does not convert the sale made by the appellee into
wholesale and tailors, shirt factories, taxicab companies and schools into retailers. They were consumers in
legal contemplation because they use the goods purchased by them. The retail sale of copra for the
manufacture of soap or oleo-margarine, of hemp used to make twine or rope and in general of raw materials
that are used or enter into the manufacture of finished products, cannot be deemed wholesale by the mere fact
that the copra, hemp and raw materials are sold in altered form to the ultimate consumer."

Finally, defendant-appellant citeTs Republic Act No. 1180 in support of its contention about the meaning of retail,
particularly, Section 4 thereof, which reads as follows:

"As used in this Act, the term 'retail business' shall mean any act, occupation or calling of habitually selling
directly to the general public merchandise, commodities or goods for consumption, but shall not include:(a) a
manufacturer, processor, laborer or worker selling to general public the products manufactured, processed or
produced by him if his capital does not exceed five thousand pesos, or(b) a farmer or agriculturist selling the
product of hisfarm".

However, we agree with plaintiff's counsel that said Republic Act is not applicable to the present case, first
because the definition given in Section 4 was intended only for the purposes of said Act, and second, because said
Republic Act was passed only on June 19, 1954, long after the transactions involved in the present case, namely,
from 1946 to 1950.

On the basis of the stipulation of facts, particularly the sales made in the year 1948, and the fact that said sales
were made to shirt factories and a kapok factory which evidently consumed and used the textiles purchased by
them for conversion and manufacture into shirts, suits, €tc., it is clear that the sales made by the defendant should
be regarded as retail, and consequently, it should pay the license taxes due to the plaintiff. Finding no reversible
error in the decision appealed from, the same is hereby affirmed, with costs.

Paras, C, J., Bengzon, Padilla, Reyes, A., Bautista Angelo, Labrador, Conception, Reyes, J. B. L., Endencia, and
Felix, JJ., concur.

[I]City of Manilaw. Manila Blue Printing Co., 74 Phil., 317; Buenaventura vs. Collector of Internal Rev. 50 Phil.
875; Jose Tan vs. Manuel de la Fuente, et al., 90 Phil., 519; and Sy Kiong vs. M. Sarmiento, 90 Phil., 434.
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