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DIZON, J.:

Sometime in September, 1955 La Carlota Sugar Central, a domestic corporation hereinafter referred to as the
Central, managed, controlled and operated by Elizalde & Co., Inc., referred to hereinafter as Elizalde, imported
500 short tons of ammonium sulphate and 350 short tons of ammonium phosphate. The corresponding letter of
credit in the sum of $60,930.00, U.S. currency, was opened through the Hongkong & Shanghai Banking
Corporation in the name of the.Central and in favor of the Overseas Central Enterprises, Inc., 141 Battery St., San
Francisco 11, Cdlifornia, U.S.A. Theinvoices, hill of lading, and all other papers incident to said importation were
also in the name of the Central.

When the fertilizers arrived in the Philippines, the Central Bank imposed on, and demanded from the Central 17%
exchange tax in accordance with the provisions of Republic Act No. 601, as amended, and the Central paid in that
connection the total sum of P20,872.09 (Annexes B and C attached to the Petition for Review).

On November 18, 1955 the Central filed, through the Hongkong & Shanghai Banking Corporation, a petition for
the refund of the P20,872.09 paid as above stated, claiming that it had imported the fertilizers mentioned
heretofore upon request and for the exclusive use of five haciendas known as "Esperanza', "Mahalin”,
"Vaencid'—owned by Elizalde—"Consuelo" and "Maayon", these last two managed by the same company, and
therefore the importation was exempt from the 17% exchange tax law in accordance with Sec. 2, Rep. Act 601, as
amended by Act 1375. The Auditor of the Central Bank, however, denied the petition on July 2, 1956. The
Central requested the Auditor to reconsider his ruling, but after a re-examination of all pertinent papers the
reconsideration was denied. The Central then appealed to the Auditor Genera of the Philippines, who on January
18, 1957, affirmed the ruling of the Auditor of the Central Bank upon the ground that "the importation of the
fertilizers here in question does not fall within the scope of the exempting provisions of Section 2 of Republic Act
No. 601, as amended by Republic Act No, 1375. Accordingly, the decision of the Auditor, Central Bank of the
Philippines, denying the aforementioned request for refund of 17% exchange tax, is hereby affirmed". In view of
this result, the Central and Elizalde filed the present petition for review.

The only question to be resolved is whether upon the undisputed facts of the case the importation of the fertilizers
mentioned heretofore is covered by the exemption provided by Sections 1 and 2 of Republic Act No. 601, as
amended by Republic Acts Nos. 1175, 1197 and 1375, which read as follows:

"SECTION 1. Except as herein otherwise provided, there shall be assessed, collected and paid a special excise
tax of seventeen per centum on the value in Philippine peso of foreign exchange sold by the Central Bank of
the Philippines, or any of its agents until June thirtieth, nineteen hundred and fifty-six.
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"SEC. 2. The tax provided for in section one of this Act shall not be collected on foreign exchange used for the
payment of the cost, transportation and/or other charges of canned milk, canned beef, cattle, canned fish, cocoa
beans, malt, stabilizer and flavors, vitamin concentrate; supplies and equipment purchased directly by the
Government or any of its instrumentalities for its own exclusive use; machinery, equipment, accessories, and
spare parts, for the use of industries, miners, mining enterprises, planters and farmers, and fertilizers when
imported by planters or farmers directly or through their cooperatives; * * *."

The law is, therefore, clear that imported fertilizers are exempt from the payment of the 17% tax only if the same
were imported by planters or farmers directly or through their cooperatives. In the present case, as appellants
admit that the Central "is not the planter ultimately benefited by the fertilizers, much less a cooperative within the
purview of Rep. Act No. 601, as amended”, the only possible conclusion is that the imported fertilizers in
guestion are not entitled to the exemption provided by law.

It is, however, argued that the Central imported the fertilizers for the exclusive purpose of accommodating the
haciendas mentioned heretofore, who were to use the fertilizers; that the Central acted merely as an agent of the
aforesaid haciendas; that considering the relationship and corporate tie-up between the Central, on the one hand,
and Elizalde, on the other, the act of the Central in importing the fertilizers should be considered as an act of
Elizalde and, therefore, the act of the haciendas themselves, three of which were owned and two managed by
Elizalde. We find these contentions to be without merit.

As dready stated, the exemption covers exclusively fertilizers imported by planters or farmers directly or through

their cooperatives. The word "directly" has been interpreted to mean "without anything intervening" (Words and

Phrases, Val. 12A, p.140—<citing Gulf Atlantic Warehouse, etc. vs. Bennet, 51 So 2nd 544, 546, 36 Ala. App. 33);
"proximately or without intervening agency or person' (ldem, p. 142—citing Employers Casuaty Co. vs.
Underwood, 286 p. 7, 10; 142 Okl. 208). Consequently, an importation of fertilizers made by a farmer or planter

through an agent, other than his cooperative, is not imported directly as required by the exemption. This

conclusion acquires added force upon consideration of the fact that the legal provision in question has aready

established an exception from the meaning or scope of the term "directly” by providing coverage for fertilizers

imported by planters or farmers through their cooperatives. The latter, therefore, is the only agent of planters or

farmers recognized by the exception, and we can not recognize any other.

On the other hand, that the agent acted simply to accommodate the planter or farmer and without any idea of
making any profit from the transaction would seem to be immaterial considering the language employed in the
statute under consideration.

In connection with what has been stated heretofore, we have to bear in mind likewise that when the issue is
whether or not the exemption from a tax imposed by law is applicable, the rule is that the exempting provision is
to be construed liberally in favor of the taxing authority and strictly against exemption from tax liability, the result
being that statutory provisions for the refund of taxes are strictly construed in favor of the State and against the
taxpayer (82 C.J.S. pp. 957-958; Helvering vs. Northwest Steel Rolling Mills, 311 US 46, 85 L. ed. 29 S. Ct., 51
Am. Jur. p. 526). Indeed, were we to adopt appellants' construction of the law by exempting from the 17% tax all
fertilizers imported by planters or farmers through any agent other than their cooperatives, we would be rendering
useless the only exception expressly established in the case of fertilizers imported by planters or farmers through
their cooperatives.

In view of the foregoing, the ruling appealed from is hereby affirmed, with costs.

Bengzon, C.J., Padilla, Bautista Angelo, Labrador, Concepcion, Reyes, JB.L., Paredes, De Leon, and Natividad,
JJ., concur.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 2 of 3
Bar review courses, mock exams and a study planner that keeps you on pace - batas.org



BATAS.org - Philippine Law Library G.R. No. L-12436. May 31, 1961

Study smarter at BATAS.org

The Philippine bar review and law-school companion built around how your brain actually remembers.

The complete Philippinelaw library - freefor everyone.

More than 100,000 Supreme Court decisions, Republic Acts, and executive issuances - full-text searchable, browsable
by category and year, and always free. No paywall, no login. This PDF came fromit.

Audio case-brief lectures.

Any decision becomes a podcast-style lecture - facts, issues, ruling, and doctrine - with read-along highlighting and a
hands-free presentation mode. Study while commuting, working out, or resting your eyes.

Bar review built on the science of memory.

Complete, sequenced courses for al eight bar subjects, narrated like podcasts and reinforced with retrieval practice and
spaced review - the study techniques with the strongest evidence behind them.

Thefull law-school curriculum.

One subscription unlocks the entire J.D. curriculum - every subject, every lesson, with your progress tracked down to
the paragraph so you can pick up exactly where you left off, on any device.

Mock examsthat tell you whereyou stand.

Timed multiple-choice exams graded instantly, with per-subject score breakdowns and focus suggestions that point you
at your weakest topics first.

A study planner that keepsyou on pace.

Set your schedule and BATAS tells you every day whether you are on track for bar day - and exactly which lesson to
take next.

Start free at https://batas.org

The law library is free forever - and your first lesson is one click away.

The text of this document is an official public record and remains in the public domain. Formatting, presentation, and compilation © 2026
batas.org.

Downloaded free from the batas.org Law Library. Share it freely - the library is free for every law student, bar reviewee, and practitioner.

© 2026 batas.org - Philippine Bar Review & Law-School Companion Page 3 of 3
Study hands-free: podcast-style lessons with read-along highlighting - batas.org



