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DECISION

M. LOPEZ, J.:

A claim for exemption from real property tax (RPT), whether full or
partial, does not deal with the authority and power of the local assessor to
impose the assessment or the local treasurer to collect the tax.! The issue of
exemption that pertains to the reasonableness or correctness of the assessment
is a question of fact that administrative agencies should resolve. Therefore,
compliance with the “payment under protest” requirement in Section 252 (a)?

Camp Johm Hay Development Corporation v. Ceniral Buard of Assessment Appeals, 718 Phil. 543, 566
(2013) [Per J. Perez. Second Division].

SECTION 2532 Payment Under Frorest -— (a) Mo protest shall be entermaiied unless the taxpayer first
pays the tax. There shali be annotated on the tax receipts the werds “paid under protest™. The protest in
writing miust be filed within thiery (300 days (rom paynent of he s to the provineial, cily treasurer or
municipal treasurer, in the case ¢f a municipality within Metropoihan Manila Area. who shall decide the
protesi within sisty (605 days from iceeipt.
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Period covered: January 1. 1996 to December 31, 2005

10 years

2005

Total tax due for the period covering January 1, 1996 to December 31,

13.960.,000.00

On December 14, 2006, NPC received another Notice of Assessment!®
for RPT covering January 1, 1997 to December 31, 2006, as follows (referred

to herein as Land Assessment):

ARP No. Classification Bescription Tax (Basic and SEF)
00191 Industrial Camp site 38.607.242.00
00192 Industrial Spiil way 12.618,328.40
00193 Industrial Powerliouse 31.619,618.20

Total tax duc

82.845,188.60

% 1d. at 63-66.
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As the parties failed to settle amicably, NPC questioned the assessment

before the LBAA of Bulacan, assigning two errors.'! First, the properties
listed in the Machineries Assessment are exempt from RPT under Section 234
(c)"? of the LGC because these are actually, directly, and exclusively used in
generating and transmitting electricity. Second, the assessor erroneously
assigned a higher assessment level to the land, /.e., 40%, and not 10%, which
is the rate prescribed for GOCCs under Section 218 (d)"* of the LGC.
In its Answer,'! the Municipal Assessor admitted a mistake in
assigning 40% for the land and sent a new Notice of Assessment'® to NPC on
February 8, 2007, using the 10% assessment level on special classes of
properties under Section 2.D.17, paragraph (d) of the Provincial Revenue
Code of Bulacan. The revised RPT due for the Land Assessment covering the
period of January 1, 1996 to December 31, 2005 shall be PHP 18,475,003.20!¢
and PHP 2,733,248.00"" for January 1, 2006 to December 31, 2006. Further,
the assessor posited that the hearing on the Machineries Assessment should
be deferred until NPC had paid the assessment under protest.

""" LBAA records, Folder 3, pp. 1-10,
' SEC. 234. Exemptions from Real Property Tax. — The following arc exempted from payment of the
real property tax:

XX XX

(c) All machincries and equipment that are actually, directly and exclusively used by local water districts
and government-owned or -controlled corporations engaged in the supply and distribution of water
and/or generation and transinission of electric power]|. ]

SEC. 218. Assessment Levels. — The assessiment levels to be applied to the fair market value of real
property to determine its assessed value shall be fixed by ordinances of the Sangguniang Panlalawigan,
Sangguniang [Planlungsod or Sangguniang [B]ayan of a municipality within the Metropolitan Manila
Area, at the rates not excecding the following:

XX XX
(d) On Special Classes: The assessment levels for all lands, buildings, machineries and other
improvements:;
ACTUAL USE ASSESSMENT LEVEL
Cultural 15%
N XXX
Government-owned or -controlled corporations 10%%

engaged in the supply and distribution of waler
and/or generation and transmission of
electric power

" LBAA records. Folder 3. pp. 28-31.

B 1d at 32-36.

1o Jd. at 38.
ARP No. | Classification Description Tax (Basic and SEF)
00191 Industrial Camp site 8.609,660.20
00192 Industrial Spill way 2.813.967.40
00193 Industriai Powernouse 7.051.375.60
Total tax due 18.475.003.20
7 d at 37,
ARP No. | Classification Description Tax (Basic and SEF)
00191 Industrial Camp site 1.273.739.20
00192 Industrial | Spill way 416.306.80
00193 Industrial [ Powerhouse 1.043.202.00
Total tax due N o 2.735.248.00
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RPT. The LBAA added that Sections 212 and 215 of the LGC do not apply
since the Municipality of Norzagaray is outside Metro Manila. It disposed:

WHEREFORE, the present PETITION is DENIED. The petitioner
National Power Corporation is directed to pay respondent Municipality of
Norzagaray, Bulacan, its tax liabilities amounting to [P]18,475,003.20 over
the “Land Assessments™, covering January 01. 1997 to December 31. 2006.

Also, for the period beginning January 01, 1996 to December 31.
2005. the amount of [PHP|113,960,000.00 should also be paid by petitioner
to Municipality of Norzagaray. Bulacan. over the “Machineries
Assessment”.

SO ORDERED.?

NPC appealed to the CBAA,*” insisting that it is not liable to pay RPT.
The machineries are actually, directly, and exclusively used in the generation
or transmission of electric power. Regarding Land Assessment, NPC posited
that the local assessor issued a Notice of Assessment®’ dated June 1, 2007,
limiting NPC’s liability to PHP 6,485,422.60. It was, therefore, erroneous for
the LBAA to still order NPC to pay the original amount of PHP 18,475,003.20.

The CBAA dismissed NPC’s appeal on  August 26, 2010.*! In
upholding the assessment, the CBAA ruled that NPC failed to prove that the
machineries were actually, directly, and exclusively used for generating and
transmitting electric power. At any rate, the dam and its auxiliaries are
multi-purpose, and the other properties arc either water conveyance
structures, or utilized for preventive maintenance, periodic check-ups
and repairs, and as safety measures, thus, negating the requirements of
actuality and exclusivity in use. The CBAA further found the structures are
used for retention, conservation, diversion, utilization, as well as
management and control of water in different aspects, and used for
irrigation, flood control and water supply system for the Greater Manila
Area.*? In all, the properties perform functions other than power generation
and transmission. Thus:

WHEREFORE, this Board holds and concludes that the petition
for tax exemption has no factual and legal basis. hence DENIED, The appeal
thercfore is DISMISSED. the assessments of the eleven (11) subject
properties upheld. and the [D]ecision of the LBAA is AFFIRMED.

SO ORDERED.*

"®  LBAA records. Folder 3, p. 86.

¥ CBAA records, Folder 1. pp. 1-16.
W Id at 35.

M Id at 145-164.

214 ar 158-162.

14 at 164,
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Also, for the period beginning January 01, 1996 to December 31,
20035, the amount of [PHP)113,960,000.00 should also be paid by petitioner
to Municipality of Norzagaray, Bulacan. over the “Machineries
Assessment”.

SO ORDERED."

The CTA En Banc denied NPC’s motion for reconsideration on April
22,2013, It ruled that the compliance by NPC with a condition precedent and
the exhaustion of administrative remedies are issues which are relevant and
interrelated with the issues raised in the Petition. The CTA has the authority
to rule on them even though they are not presented as issues by the parties.
The CTA reiterated that a protest of an assessment based on tax exemption is
a question of the reasonableness or correctness of the assessment and must
comply with the requirement of payment under protest under Section 252 of
the LGC,*' viz:

WHEREFORE. the Motion For Reconsideration dated December
18. 2012 filed by petitioner [NPC], is hereby DENIED, for lack of merit.

SO ORDERED.*
Hence, this recourse.

NPC avers that the CTA erroneously denied the Petition on the ground
that NPC failed to comply with the requirement of payment under protest —
an issue that was never raised by the parties in their Petition and Comment.
NPC insists that it is not required to first pay the tax under protest since it is
not questioning the reasonableness or correctness of the assessments against

it but the very authority of the assessor in assessing properties that are exempt
from RPT.

NPC claims that the properties enumerated in Machineries Assessment
are exempt from RPT since these are actually, directly, and exclusively used
for electricity generation, pollution control, and environmental protection.
NPC invokes the definition of machineries in Section 199, Item (0)* of the
L.GC, stating that the assessed properties are not structures. And, even if the
properties are structures, they are still machineries as defined in Section 199.
As regards Land Assessment, NPC is a government instrumentality that

W Id, at 58,

Ho1d. at 66-67.

2 Id. at 68,

1 SECTION 199, Definitions. — When used in this Title: x x x
XX XX
(0} “Machinery” embraces machines. equipment, mechanical contrivances, instruments. or apparatus
which may or may not be attached. permanently or temporarily. to the real property. It includes the
physical facilities for production. the insiallations and appurtenant service facilities. those which are
mobile, self-powered or setf-propelled. and those not permanently attached to the real property which
are actually, directly. and exclusively used to meet the needs of the particular induskry, business or
activity and which by their very nature and purpose are designed fer, or necessary to its manufacturing,
mining, logging, commercial, industrial or agricultural purposes]. ]
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Whereas, to date, the respondents did not submit their compliance with
the Court’s Resolution dated June 10, 2020, directing the parties to move in
the premises within ten 10 days from notice.

We now resolve.
ISSUES

Parsed from the submission of the parties, the issues before this Court
are the following:

1. Whether compliance with the payment under protest requirement
in Section 252 of the LGC is a condition sine qua non to question the
assessment of the local assessor before the LBAA?

2. Whether the properties listed in the Machineries Assessment are
exempt from RPT?

3. Whether the properties listed in the Land Assessment are exempt
from RPT?°°

RULING
We deny the Petition.

The CTA may rule upon related issues not
specifically raised by the parties but
necessary fo achieve an  orderly
disposition of the case.

At the onset, We hold that the issue of whether NPC is required to first
pay the tax under protest is properly cognizable by the CTA, although it was
not expressly raised by the parties in their pleadings filed before the court. The
CTA 1s not bound by the issues specifically stipulated by the parties but may
also rule upon related issues necessary to achieve an orderly disposition of the
case.’® Section 1, Rule 14 of the Revised Rules of the Court of Tax Appeals®?
provides that “[iln deciding the case, the [CTA] may not limit itself to the
issues stipulated by the parties but may also rule upon related issues necessary
to achieve an orderly disposition of the case.”

3 id. at 15-17.

% Commissioner of laternal Revenue v. Yumex Philippines Corporation, G.R. No, 222476, May 3, 2021
[Per (", Gesmundo, First Division]; and Commissioner of fternal Revenne v. Lancaster Philippines,
fuc., 813 Phil. 622, 639 (201 7) [Per /. Martircs, Sccond Division].

TAM.No.05 11-07-CTA, November 22. 2605,

J
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be invoked. Napocor’s action before the LBAA was thus prematurely
filed.®' (Underscoring supplied. citations omitted)

We reiterated this in National Power Corporation v. The Provincial
Treasurer of Benguet.®? The principles were also applied in Camp John Hay
Development Corporation v. Central Board of Assessment Appeals.® In that
case, Camp John Hay Development Corporation (CJHDC) was challenging
the legality and validity of the RPT assessment on the ground that it was
exempted from paying taxes, national and local, including RPT, pursuant to
Republic Act (RA) No. 7227% or the Bases Conversion and Development
Actof 1992, CJHDC did not pay the questioned assessment under protest. The
Court explained that the claim of exemption from RPT is a question of fact
that should be resolved at the first instance by the proper administrative bodies
and by paying under protest the tax. Thus:

[A] claim for exemption from payment of real property taxes does not
actually question the assessor’s authority to assess and collect such
taxes, but pertains to the rcasonableness or correctness of the
assessment by the local assessor, a question of fact which should be
resolved, at the very first instance, by the LBAA. This may be inferred
from Section 206 of RA No. 7160 or the LGC of 1991 which states that:

XXXX

In other words. by providing that real property not declared and
proved as tax-exempt shall be included in the assessment roll, the above-
quoted provision implies that the local assessor has the authority to assess
the property for realty taxes, and any subsequent claim for exemption shall
be allowed only when sufficient proof has been adduced supporting the
claim.

Therefore. if the property being taxed has not been dropped from
the assessment roll, taxes must be paid under protest if the exemption
from taxation is insisted upon.

NXXX

Notably. in its feeble attempt to justify non-compliance with the
provision of Section 252, petitioner contends that the requirement of paying
the tax under protest is not applicable when the person being assessed is a
tax-exempt entity. and thus could not be deemed a “taxpayer™ within the
meaning of the law. In support thercto, petitioner alleges that it is
exempted from paying taxes, including real property taxes, since it is
entitled to the tax incentives and exemptions under the provisions of RA
No. 7227 and Presidential Proclamation No. 420. Series of 1994, 22 as
stated in and confirmed by the lease agreement it entered into with the
BCDA.

o Id. at 757-761.

799 Phil. 558 (2016) {Per ./ Peralta. First Division].

b4 718 Phil. 543 (2013) [Per /. Perez. Second Division].

AN ACT ACCELERATING THl: CONVERSION OF MILITARY RESERVATIONS INTO OTHER PRODUCTIVE
USES, CREATING THE BASES CONVERSION AN DEVEIOPMENT AUTHORITY FOR TIIS PURPOSI,
PROVIDING FUNDS THEREFOR AND FOR O 1HER PURPOSE. Approved: March 13, 1992,
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This Court is not persuaded.
XX XX

The issue on whether or not it is entitled to exemption from paying
taxes, national and local, including real property taxes, is a matter
which would be better resolved, at the very instance, before the LBAA.
for the following grounds: (a) petitioner’s reliance on its entitlement for
exemption under the provisions of RA No. 7227 and Presidential
Proclamation No. 420, was allegedly confirmed by Section 18, Article XVI
of the Lease Agreement dated 19 October 1996 it entered with the BCDA.
However, it appears from the records that said Lease Agrecment has yelt (o
be presented nor formally offered before any administrative or judicial body
for scrutiny: (b) the subject provision of the Lease Agreement declared a
condition that in order to be allegedly exempted from the payment of taxes.
petitioner should have first paid and remitied 5% of the gross income earned
by it within ninety (90) days from the close of the calendar ycar through the
JPDC. Unfortunately, pctitioner has neither established nor presented any
evidence to show that it has indeed paid and remitted 5% of said gross
income tax: (c) the right to appeal is a privilege of statutory origin, meaning
a right granted only by the law, and not a constitutional right, natural or
inherent. Therefore. it follows that petitioner may avail of such opportunity
only upon strict compliance with the procedures and rules prescribed by the
law itself, ie.. RA No. 7160 or the LGC of 1991; and (d) at any rate.
petitioner’s position of exemption is weakened by its own admission and
recognition of this Court’s previous ruling that the tax incentives granted in
RA No. 7227 are exclusive only to the Subic Special Economic [and Free
Port] Zone; and thus, the extension of the same to the JHSEZ (as provided
in the second sentence of Section 3 of Presidential Proclamation No. 420)
finds no support therein and therefore declared null and void and of no legal
force and effect. Hence. petitioner needs more than mere arguments
and/or allegations contained in its pleadings to establish and prove its
exemption, making prior proceedings before the LBAA a necessity.

With the above-cnumerated reasons, it is obvious that in order for
a complete determination of petitioner’s alleged exemption from
payment of real property tax under RA No. 7160 or the LGC of 1991,
there are factual issues needed to be confirmed. Hence, being a question
of fact, petitioner cannot do without first resorting to the proper
administrative remedies, or as previously discussed, by paying undcr
protest the tax assessed in compliance with Section 252 thereof.

Accordingly, the CBAA and the CTA En Bance correctly ruled that
real property taxes should first be paid before any protest thereon may be
considered. It is without a doubt that stich requirement of “payment undcr
protest” is a condition sine gua ron before an appeal may be
entertained. Thus. remanding the case to the .LBAA for further proceedings
subject to a full and up-to-date paymeni. either in cash or surety, of realty
1ax on the subject properties was proper.

KXEXXX

All told. We go back 1o what was at the ouiset stated. that is, that a
claim for tax exemption, whether full or partial, does not question the
authority of local assessor to assess real property tax, but merely raiscs
a question of the reasonableness or correctness of such assessment,
which requires compliauce with Section 252 of the LGC of 1991. Such
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argument which may involve a question of fact should be resolved at
the first instance by the LBAA." (Emphasis supplied. citations omitted)

The foregoing should not be contused with this Court’s pronouncement
in National Power Corporation v. Municipal Government of Navotas,%®
where the only issue is the legality or validity of the assessment — a question
of law that is properly cognizable by the RTC, to wir:

In the case at bar. the claim of petitioner cssentially questions the
very authority and power of the Municipal Assessor to impose the
assessment and of the Municipal Treasurer to collect the real property tax
with respect to the machineries and equipment [ocated in the Navotas [ and
Il power plants. Certainly, it does not pertain to the correctness of the
amounts assessed but attacks the validity of the assessment of the taxes
itself.

The well-cstablished rule is that the allegations in the complaint and
the character of the reliel sought determine the nature of an action. Here, it
is not disputed that the machinerics and equipment are being used for power
generation. The primordial issuc, however, is whether these machineries
and equipment are actually, directly and exclusivcly uscd by petitioner
within the purview of Section 234 of the LGC. which exempts it from
payment of real property taxes, to wit:

NXXX

As can be gleancd from the foregoing. the issue is clearly legal
given that it involves an interpretation of the contract between the
parties vis-q-vis the applicable laws, i.e., which entity actually, directly
and exclusively uses the subject machineries and equipment. The
answer to such question would then determine whether petitioner is
indeed exempt from payment of real property taxes. Since the issue is
a question of law, the jurisdiction was correctly lodged with the RTC.*’
(Emphasis supplied, citations omitted)

Thus, in Capitol Wireless, Inc. v. Provincial Treasurer of Batangas,*
the Court clarified that when the real issue involves questions of fact instead
of pure questions of law, the case is cognizable by local administrative bodies
like the LBAA and CBAA, which are the proper venues for trying these
factual issues.*”

In this case, the authority or power of the municipal assessor to impose
RPT on the NPC’s properties is not being questioned. Nothing in the Petition
filed with the LBAA supported NP("’s claim regarding the assessor’s alleged
lack of authority. Instead, the Petiticn primarily involved factual questions
on the correctness of the assessment based on two grounds: first, the properties
listed in the Machineries Assessiment are exempt from RPT because they are

8 Camp John Hav Development Corporation v. Central Bourd of Assessment Appedals, supra note 63 at

360 -566.
% 747 Phil. 744 (2014) [Per J. Peraltz, Third Division).
7 1d at 757-758.
8785 Phil. 712 (2016) [Per J. Peraita, Third Division].
0 id. at 724,



Decision 17 G.R. No. 207140

actually, directly, and exclusively used for the generation of electricity;
second, the computation of RPT in the Land Assessment is erroneous. The
assessment level for the land should be 10%, the rate prescribed for GOCCs
under Section 218 (d) of the LGC.” The actual, direct, and exclusive use of
the properties for the exempting purpose requires presenting evidence to the
board of assessment appeals, whose primary duty is to ascertain the facts.”’
Therefore, the administrative procedures for contesting an assessment under
the LGC must be complied with. Sections 252 and 226 of the LGC state:

SECTION. 252, Payment Under Protest. — (a) No protest shall be
entertained unless the taxpayer first pays the tax. There shall be
annotated on the tax receipts the words “paid under protest”. The
protest in writing must be filed within thirty (30) days from payment of
the tax to the provincial, city treasurer or municipal treasurer, in the
case of a municipality within Metropolitan Manila Area, who shall
decide the protest within sixty (60) days from receipt,.

(b) The tax or a portion thereot paid under protest. shall be held in
trust by the treasurer concerned.

(¢) In the event that the protest is finally decided in favor of the
taxpayer, the amount or portion of the tax protested shall be refunded to the
protestant, or applied as tax credit against his existing or {uture tax lability.

(d) In the event that the protest is denied or upon the Iapse of the
sixty|-]day pericd prescribed in subparagraph (a), the taxpayer may
avail of the remedies as provided for in Chapter 3, Title I, Book II of
this Code.

SECTION 226. Local Bourd of Assessment Appeals. — Any owner
or person having legal interest in the property who is not satisfied with
the action of the provineial, city or munieipal asscssor in the assessment
of his property may, within sixty (60) days from the date of receipt of
the wriften notice of assessment, appeal to the Board of Assessment
[A]ppeals of the province or city by filing a petition under oath in the form
prescribed for the purpose, together with copies of the tax declarations and
such affidavits or documents submitted in support of the appeal.

NPC did not pay the tax negating the perfection of its protest to the local
assessor. We stress that “[n]o protest shall be entertained unless the taxpayer
first pays the tax.”” Without a valid protest, therefore, the LBAA could not
have had the authority to act on NPC’s appeal. The CTA En Banc was correct
in ruling that NPC’s Petition was prematurely filed. NPC failed to exhaust the
administrative remedies provided under the LGC.

Even if we accept NPC’s argurnent that it is questioning the legality and
validity of the assessment, not the rcasonableness or correctness, NPC filed
an action before the wrong court. When the only issue is the legality or validity
of the assessment such as when the local assessor had no authority to impose

T

LBAA records, Folder 3, pp. 3 8.
T LoCcAL GOVERNMENT CODE. Section 229,
7 National Power Corporation v. Proviace of Quezon, supre nose 37 a1 761
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o

Decision 1

the assessment, the trial court shall have jurisdiction.™ In City of Lapu-Lapu
v. Philippines Economic Zone Authoriry,” the Court laid down guidelines in
enforcing a taxpayer’s remedies against erroneous or illegal assessment of

RPT:

The proper remedy of a taxpayer depends on the stage in which the
local government unit is enforcing its authority to collect real property
taxes. For the guidanec of the members of the bench and the bar, we reiterate
the taxpayer’s remedies against the crroneous or illegal assessment of real
properly taxes.

Exhaustion of administrative remedies under the Local
Government Code is necessary in cases of erroncous assessments where
the correctness of the amount assessed is assailed. The taxpayer must first
pay the tax then file a protest with the Local Treasurer within 30 days from
date of payment of tax. If protest is denied or upon the lapsc of the 60-day
period to decide the protest. the taxpayer may appeal to the Local Board of
Assessment Appeals within 60 rdays from the denial of the protest or the
lapse of the 60-day period to decide the protest. The Local Board of
Assessment Appeals has 120 days to decide the appeal.

If the taxpayer is unsatisfied with the Local Board’s decision, the
taxpayer may appeal before the Central Board of Assessment Appeals
within 30 days from receipt of the Local Board’s decision.

The decision of the Central Board of Assessment Appeals is
appealable before the Court of Tax Appeals En Banc. The appeal before the
Court of Tax Appeals shall be filed following the procedure under Rule 43
of the Rules of Court.

The Court ol Tax Appeals” decision may then be appealed before
this court through a petition for review on cerfiorari under Rule 45 of the
Rules of Court raising pure questions of law.

In case of an illcgal assessment where the assessment was issued
without authority, exhaustion of administrative remedies is not
necessary and the taxpayer may directly resort to judicial action. The
taxpayer shalk filc a complaint for injunction beforc the Regional Trial
Court to enjoin the local government unit from collecting real property
taxes.

The party unsatisfied with the decision of the Regional Trial Court
shall lile an appeal. not a petition for certiorari, before the Court of Tax
Appeals, the complaint being a local tax case decided by the Regional Trial
Court. The appeal shall be filed within fifteen (15) days from notice of the
trial court’s decision.

7 See City of Lapu-Lapu v. Philippine Economic Zune Authoruy, 748 Phil. 473, 524-533 (2014) [Per /.
Leonen. Second Divisionj: National Power Corporation v. Municipal Government of Navotas, supra
note 66 al 754-756; Dr. Olivares v Muoyor Marguez, 482 Phil. 183, 188192 (2004) [Per /. Austria-
Martinez, Second Division]: and Ty v. Hon. Trampe, supre note 21 ar (00-102,

= Supra.
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Here, the Municipality of Norzagaray assessed NPC for RPT on the:
(1) main dam, (2) spillway with three taintor steel gates, (3) diversion canals,
(4) tailrace tunnel, (5) penstock, {6) auxiliary draft tube gates with frames and
guiderails, (7) draft tube gates and hoists, (8) power tunnel, (9) power intake
structure, (10) surge tunnel, and (i 1) power intake service and bulkhead gates.
The CBAA described the use and function of these properties, as follows:”

A. The Main Dam {ARP/Tax Declaration No. 00180)

It is an immovable massive wall of earth and rockfill with an
inclined earthcore with a height of 131 meters and length of 568 meters. Its
structural design and operational use is not in any way connected to power
generation and transmission. Its main purposc is to receive, hold and
impound water coming from the Angat and Umiray rivers besides water
from run-offs and rain water in a gigantic reservoir. In turn this big body of
water is used primarily to irrigate the agricultural lands of Central
Luzon, provide domesiic water supply system for Metro Manila and
neighboring towns thru the MW5S, and to generate hydroelectric power.

B. The Spillway (TD No. 00181)

This is a massive structure made of reinforced concrete designed to
let go or release water from the reservoir once the volume of water
exceeds to capacity or overshoots its maximum level. It has inclined chute
with retaining walls and concrete flip buckets as well as a drainage gallery.
It has no equipment or mechanical contrivances.

C. Three (3) Taintor Gates (TD No. 00181)

These massive steel structures, firmly and permanently attached to
the spillway are what their name implies. Their main function is to allow
water to flow/spill when opened to the spillways once the volumes of water
in the reservoir reach its maximum level. These gaies are then closed once
the volume of water is down to normal and allowable levels. Together with
the spillway, thcy act as outlets to gradually let out water to prevent
flooding and probable loss if [sic| lives and property in the event that the
dam 1s brcached due to tremendous pressure from the abnormal high volume
of water.

D. The two (2) Diversion Canals (TD No. 00182)

These concrete lined canals, one functioning and the other plugged
were used to divert water ecoming from the rivers during the construction
of the dam and reservoir. These diversion canals were already in
existence long before the water turbines and power generators can
produce any ainount of electricity.

The spillway with the taintor gates and the diversion canals are
auxiliary components of the main dam. Together, they are utilized for
varied purposes, maialy for irrigation of the agricultural lands in the
neighboring provinees, provide the domestic water needs of Metro
Manila, and as a hydropower faciiity. The volume of water used for
irrigation znd water suppiy systera is greater than what is being used
for power generation.

75 CBAA records. Foider 1. pp. 154—147,
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XXXX

The rest of the subjcet propertics are either water conveyance
structures, or utilized for preventive maintenance, periodic check ups
and repairs, and as safety measures.

The power tunnel (TD 00187) conveys water from the reservoir to
the penstocks (TD No. 00184) down to the main and auxiliary power units
where the water turbines and generators are located. Afier energizing the
turbines, the “used™ water is let out thru the tail race (TD No. 00182) and
surge tunnel (TD NO. 00189). The *used” water is then channeled
downstream to the Angat River. the Bustos Dam of the NIA {for irrigation
purposes. and the Ipo Dam of the MWSS for the water supply of the greater
Manila area.

On the other hand, the power intake structures (TD No. 00188), the
draft tube gates and hoists (TD No. 00190) are primarily used as safety and
preventive mechanisms during repairs and maintenance, periodic and
emergency check-ups. by controlling the amount of water in the units,
taking water in or letting water out (dewatering) in order that the
aforementioned civil works can be done.

XXXX

[NPC] presented the well-experienced and knowledgeable Plant
Manager of the Angat Hydroelectric Power Plant himsel( in the person of
Eng. Rodolfo German. Unfortunately for [NPC]. the testimony of Eng.
German tends to favor more for the cause of the appellee. In several
instances in the course of his testimony, [NPC]’s witness stated that the
questioned properties arc “structures.” The witness testified that these
structures are used for retention, conscrvation, diversion, utilization,
as well as management and eontrol of water in diffcrent aspects.

The testimony failed to show the actual and dircct use of the
propertics to the exempting purpose. Equally damning is the admission
that these facilities are also used for irrigation, flood control and water
supply system for the Greater Manila Area. This negates the “exclusively
used” requisite to fall under the prescribed exempting manner. Nowhere in
the whole testimony of Eng. German was it mentioned, much more given
emphasis that those properties are machineries actually. directly, and
exclusively used for gencration and transmission of electric power.

XXXX

[The LBAA ol the Province of Bulacan’s] witness likewise testified
convincingly that the dam complex, being a multi-purgpose facility, can
and is performing other functions like providing water for irrigation,
flood contrel and mitigation, and more importantly, the source of
potable water, aside irom, and at a lesser extent, power generation. This
means that the dam and its components and appurtenances are not being
used solely and exclusively lor power generation. The witness likewise
guoted and cited authoritics and references to bolster his conclusion.
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The power intake stroctures together with the draft tube gates
are used more for taking water in or letting water out mostly during
periodic and/or emergency inspections and check-up, likewise repair
and maintenance. All these are of reinforced concrete or steel plate welded
gates. These facilities instead ol generating power actually cut down power
production by closing the supply of water to the main and auxiliary units
where the turbines and generators are located. The process called
“dewatering” empties the chambers of water in order that inspection. check-
ups, maintenance and repairs can be done during these standard procedures.
There is a cessation of operation or what they call a “shut down™ during
these activitics. These auxiliary components therefore play a role other
than power gencration, pust like the spillways, taintor gates, and
diversion canals are used for flood mitigation and/or prevention, and
as safeguards and preventive measures to protect the integrity of the
dam, and not for power gencration and transmission.” (Emphasis
supplied)

This Court accords great respect to the factual findings of
administrative bodies charged with their specific field of expertise, absent any
erroneous appreciation of the evidence presented. The LBAA and the CBAA,
by reason of their mandate of ascertaining the facts relative to the appeal from
the action of the local assessor,”” have acquired expertise on specific matters
within their jurisdiction. Their findings of fact will not be altered, modified,
or reversed without justifiable reason. This Court finds no compelling reason
to disturb their factual findings. The eleven propertics assessed for RPT under
the Machineries Assessment are not actually, directly, and exclusively used
by NPC for the exempting purpose of power generation and transmission of
electricity. They may have some usage in the Angat Hydro-Electric Power
Plant operation but not exclusively. Accordingly, the Municipality of
Norzagaray properly imposed RPT upon them. On the other hand, the
properties actually, directly, and exclusively used in the transmission and
generation of power, such as water turbines, water pumps, generators,
transformers, and transmitters, were already excluded from the assessment.

Neither can the properties be exempt from RPT under Section 234 (¢)
of the LGC. In Provincial Assessor of Marindugque v. Hon. Court of Appeals,*®
We ruled that:

[T]he exemption granted under Sec. 234(¢) of R.A. No. 7160 to
“Im]achinery and cquipment used for pollution control and environmental
protection™ is based on usage. The term usage means direct. immediate and
actual application of the property itself to the exempting purpose. Section
199 of R.A. No. 7150 detines actual use as “the purpose for which the
property is principally or predominantly utilized by the person in possession
thereof”. It contemplates concrete, as distinguished from mere potential,
use. Thus. a claim for exemption under Sec. 234(e) of R.A. No, 7160 should
be supported by evidence ihat the property sought 10 be exempt is actually,

Yl at 134161,

YT See LocAL GOVERNMENT CODE, Seciion 229

603 Phil. 357 (2009) [Per J. Austria-Martinez, Third Division|, cited in National Power Corporation v,
Proviace of Pangasinar, G.R. No. 210191, March 4, 2019, 894 SCRA 508, 325-526 [Per./. ). Reyes Jr.,
Second Division].
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directly and cxclusively used for pollution control and cnvironmental
protection.” (Underscoring supplied. citations omitted)

NPC never alleged in its Petition'™ before the LBAA, and Appeal'”’
with the CBAA, that the properties were actually, directly, and exclusively
used for pollution control and environmental protection. It did not introduce
evidence on the direct, immediate, and actual use of the properties as would
control pollution and protect the environment. We repeat that the burden to
prove exemption rests upon the party claiming exemption.!"? Rather, NPC
raised it as a defense in its Motion for Reconsideration of the CBAA Decision
after the CBAA found that the properties were used “for irrigation of
agricultural lands of Central Luzon; to let go or release water from the
reservolir once the volume of water exceeds its capacity or overshoots its
maximum level; and to prevent flooding and probable loss of lives and
properties.” ' In its Petition before this Court NPC claimed that the
properties have “some usage”'™ which contributes to pollution control and
environmental protection. NPC’s own admission against the exclusive use of
the properties militates against its claim for exemption under Section 234 (e).

Accordingly, NPC is liable for real property tax on the properties listed
in the Machineries Assessment from January 1, 1996 to December 31, 2005
in the amount of PHP 113,960,000.00.

The properties listed in the Land
Assessment are not exempt from real
property tax.

NPC’s claim for exemption from RPT on the Land Assessment because
it is a “government instrumentality” is misplaced. For one, NPC admitted that
it is a GOCC duly organized under and by virtue of RA No. 6395.1% The
parties never disputed NPC’s status as a GOCC. '

Next, a GOCC is defined as “any agency organized as a stock or non-
stock corporation, vested with functions relating to public needs whether
governmental or proprietary in nature, and owned by the Government directly
or through its instrumentalities either wholly, or, where applicable as in the
case of stock corporations, to the extent of at least fifty-one percent of its
capital stock.”'% NPC is a wholly-owned stock corporatiorn'? organized to
“undertake the development of hydroelectric generation of power and the

" pdoat 371.

WU LBAA records, Folder 3, pp. 1-11,

WY CBAA records. Folder 1. pp. 1-16.

W2 Cyanamid Philippines. (nc. v. Conrt of Appedls. 379 Phil. 688, 703 (26003 [Per /. Quisumbing, Second
Division].

W CBAA records, Folder 2. pp. 198-199,

W Rollo, p. 33,
Rollo, p. 11, See also Mips:/www.napocor.goyv.phi/index. php/aboui-us/who-we-are/revised-npe-charter-

ra-63935 (last accessed: August 8, 20220

B ADMINISTRATIVE CODLE 03 1987, Sectien * (137} of the Introductory Provisions.

Republic Act No 6393, National Power Corporation Charter, Section 5.




[
oo

Decision G.R. No. 207140

production of electricity from nuciear, geothermal and other sources, as well
as the transmission of electric power on a nationwide basis.”'%® In National
Power Corporation v. City of Cabaratuan,"” this Court categorically ruled
that the exemption from local taxes of NPC, as a GOCC, had been repealed
by Section 193 of the LGC.'" Therefore, it is incumbent upon the NPC to
point to some provisions of the LGC that expressly exempt it from local taxes.

Under Sections 216 and 218 of the LGC, all lands, buildings, and other
improvements owned and used by GOCCs rendering essential public services
in the generation and transmission of electric power are classified as special
classes of real property subject to a 10% assessment level.

The CTA En Banc observed that on June 1, 2007, the Municipality of
Norzagaray issued an amended statement of account for the Land Assessment,
such that the RPT due on the lands shall be PHP 6,485,422.60.""" The revised
RPT due on the lands was confirmed in another letter dated July 12, 2007.!12
Thus, We uphold the assessment for real property tax on the lands listed in the
[Land Assessment covering January [, 1996 to December 31, 2006 in the
reduced amount of PHP 6,485,422.60.

ACCORDINGLY, the Petition for Review is DENIED. The Court of
Tax Appeals En Banc’s Decision dated November 29, 2012 and Resolution
dated April 22, 2013 in CTA EB No. 850 are SET ASIDE. National Power
Corporation is liable to PAY the Municipality of Norzagaray, Bulacan real
property tax over the Machineries Assessment for the period from January 1,
1996 to December 31, 2005 in the amount of PHP 113,960,000.00 and over
the Land Assessment covering the period of January 1, 1996 to December 31,
2006 in the amount of PHP 6,485,422.60.

The Temporary Restraining Order issued by this Court on November
25,2013 is LIFTED.

SO ORDERED.

1% See National Power Corporation Charter, Section 2.
199440 Fhil. 233 (2003) [Per. .. Puno, Third Division]
WO 7 at 240-241,

" CBAA records. Folder 1. p. 35.

12 CBAA records. Folder 2, p. 231
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