THIRD DIVISION

[ G.R. No. 210736, September 05, 2018 ]

HERARC CORPORATION, REALTY PETITIONER, VS. THE
PROVINCIAL TREASURER OF BATANGAS, THE PROVINCIAL
ASSESSOR OF BATANGAS, THE MUNICIPAL ASSESSOR AND

MUNICIPAL TREASURER OF CALATAGAN, BATANGAS, DR.
RAFAEL A. MANALO, GRACE OLIVA, AND FREIDA RIVERA YAP,
RESPONDENT.

DECISION
PERALTA, J.:

This petition for review on certiorari under Rule 45 of the Rules of Court (Rules)
seeks to reverse and set aside the November 18, 2013 Decision!!] and January 7,

2014 Resolution!2] of the Regional Trial Court (RTC), Branch 8, Pallocan West,
Batangas City in Civil Case No. 9428, which held that petitioner Herarc Realty
Corporation is liable to pay the deficiency real property tax for the years 2007,
2008, and January to August 12, 2009.

Stripped of non-essentials, the facts of the present controversy are simple and
undisputed.

Upon acquisition via execution sale in August 2004, thirteen ( 13) parcels of land
located in Sta. Ana, Calatagan, Batangas are registered since 2006 in the name of
petitioner Herarc Realty Corporation under Transfer Certificate of Title (TCT) Nos. T-
105907 to T-105919 (subject property). From March 2, 2006 up to August 12, 2009,
the Subject Property had been in actual possession of private respondents Dr. Rafael
A. Manalo, Grace Oliva, and Freida Rivera Yap in their capacity as assignees in an
involuntary insolvency proceeding against the Spouses Rosario and Saturnino
Baladjay pending before the Muntinlupa City RTC Br. 204.[3] It was only on August
13, 2009 that petitioner was able to take full possession and control of the subject
property by virtue of the July 31, 2009 Order of the Makati City RTC Br. 56 granting
the issuance of a writ of execution, which, in tum, was based on the final and

executory Decision of the Court of Appeals in CA G.R. SP Nos. 93818 and 93823.[4]

In a letter dated October 9, 2012, public respondent Provincial Treasurer of
Batangas sent to petitioner a Statement of Real Property Tax (RPT) Liabilities to
collect the amount of P8,093,256.89, which included the unpaid RPT on the subject

property for 2007, 2008, and January to August 2009 (covered period).l>! The
demand was reiterated in letters dated October 23, 2012 and November 21, 2012.
[6]

The assessment was paid under protest on November 20, 2012.[7] Less than a



month after, petitioner filed a petition for prohibition and mandamus!®! against
respondents, praying the trial court to:

i. [declare], as null and void, the assessments for unpaid real
property taxes made against Petitioner Herarc over the Subject
Property for the years 2007, 2008 until 12 August 2009;

ii. [declare], the questioned assessments to be chargeable against Dr.
Rafael Manalo, et al., they being in possession of the Subject
Property [during] the [Covered] Period;

iii. [require] Public Respondents to issue the corresponding tax
clearances in favor of Petitioner Herarc for the Subject Property
over the period beginning 2007 up to 2012; and

iv. [require] Public Respondents to refund Petitioner Herarc of
whatever amount it has paid under protest that is in excess of the

real property taxes legally chargeable against Petitioner Herarc .[°]

For petitioner, the RPT assessment is illegal and erroneous, because the subject
property was not in its possession during the covered period. Citing Testate Estate

of Concordia T. Lim v. City of Manilal'®] and Government Service Insurance System

v. City Treasurer and City Assessor of the City of Manila,!11] which ruled that unpaid
tax is chargeable against the taxable person who had actual or beneficial use and
possession of it regardless of whether or not he is the owner, it contended that
private respondents should be the one charged therefor as they had its actual or
beneficial use and possession at the time.

On November 18, 2013, the RTC denied the petition. In ruling that petitioner is
liable to pay the RPT for the covered period, it held:

While it may be true that[,] as stated by the Honorable Supreme Court[,]
the unpaid tax attaches to the property and is chargeable against the
taxable person who had actual or beneficial use and possession of it
regardless of whether or not he is the owner, it does not follow that the
position of the Provincial Treasurer does not [hold] true. The doctrine laid
down by the Honorable Supreme Court as mentioned by the [herein]
Petitioner to substantiate one's position has been predicated on the
theory that the registered owner is a tax exempt entity.

In this case under consideration[,] the registered owner is a juridical
person subject to tax. Logic dictates that the pronouncement made by
the Supreme Court in the two case[s] quoted by Herarc Realty
Corporation is not applicable in this case under consideration.

An entity not exempt from payment of taxes must be responsible for the
payment of the deficiency taxes under the theory that unpaid taxes
attach to the land. This may be the reason why the doctrine of beneficial
user of the property owned by tax exempt entity must be answerable for
the payment of real property taxes on the real estate property owned by
tax exempt entity.



It may be appropriate to state that this rule of law has been modified in
the case of City of Pasig versus Republic of the Philippines, G.R. No.
185023, August 24, 2011[.] The Highest Magistrate of the Land made a
pronouncement - In sum, only those portions of the properties leased to
taxable entities are subject to real estate tax for the period of such
leases. Pasig City must, therefore, issue to respondent new real property
tax assessments covering the portions of the properties leased to taxable
entities. If the Republic of the Philippines fails to pay the real property
tax on the portions of the properties leased to taxable entities, then such
portions may be sold at public auction to satisfy the tax delinquency.

An [in-depth] examination of the doctrine of the Premier Magistrate of
the Philippines in the case of Pasig versus Republic of the Philippines
cited above, the owner of the real estate property must be the one who
would be responsible for the payment of real property tax if the

beneficial user failed to pay the required real property tax. It goes
without saying that the Petition filed by Herarc Realty Corporation has to

be denied.[12]

When its motion for reconsideration was denied on January 7, 2014, petitioner
directly filed before Us a Rule 45 petition.

We deny.

Petitioner's direct recourse to the RTC is warranted since the issue of the legality or
validity of the assessment is a question of law.[13] However, as a taxpayer not
satisfied with the RTC decision, it should have filed a petition for review before the
Court of Tax Appeals (CTA).[14] The decision, ruling or resolution of the CTA, sitting

as Division, may further be reviewed by the CTA En Banc. [15] It is only after this
procedure has been exhausted that the case may be elevated to this Court.

Under Section 7 (a) (3) of Republic Act (R.A.) No. 9282,[16] the appellate
jurisdiction of the C TA over decisions, orders, or resolutions of the RTC becomes
operative when the latter has ruled on a local tax case, i.e., one which is in the

nature of a tax case or which primarily involves a tax issue.[17] Local tax cases
include those involving RPT, which is governed by Book II, Title II of R.A No. 7160,

or Local Government Code (LGC) of 1991.[18] Among the possible issues are the
legality or validity of the RPT assessment; protests of assessments; disputed
assessments, surcharges, or penalties; legality or validity of a tax ordinance; claims
for tax refund/credit; claims for tax exemption; actions to collect the tax due; and

even prescription of assessments.[1°]

Evidently, petitioner erred in its appeal. If the taxpayer fails to appeal in due course,
the right of the local government to collect the taxes due with respect to the

property becomes absolute upon the expiration of the period to appeal.[20] The
assessment becomes final, executory and demandable, precluding the taxpayer
from assailing the legality/validity (or reasonableness/correctness) of the

assessment.[21]



Time and again, the Court stresses that perfection of an appeal in the manner and
within the period permitted by law is mandatory and jurisdictional such that failure

to do so renders the judgment of the court final and executory.[22] The right to
appeal is a statutory right, not a natural nor a constitutional right. The party who
intends to appeal must comply with the procedures and rules governing appeals;

otherwise, the right of appeal may be lost or squandered.[23]

Even if this case is resolved on its substantive merit, the disposition remains the
same. As the RTC correctly opined, in real estate taxation, the unpaid tax attaches

to the property.[24] The personal liability for the tax delinquency is generally on
whoever is the owner of the real property at the time the tax accrues.[25] This is a

necessary consequence that proceeds from the fact of ownership.[26] Nonetheless,
where the tax liability is imposed on the beneficial use of the real property, such as
those owned but leased to private persons or entities by the government, or when
the assessment is made on the basis of the actual use thereof, the personal liability
is on any person who has such beneficial or actual use at the time of the accrual of

the tax.[27] Beneficial use means that the person or entity has the use and

possession of the property.[28] Actual use refers to the purpose for which the
property is principally or predominantly utilized by the person in possession thereof.
[29]

As a general rule, real properties are subject to the RPT since the LGC has
withdrawn exemptions from real property taxes of all persons, whether natural or

juridical.[30] Entities may be exempt from payment of the RPT if their charters,
which were enacted or reenacted after the effectivity of the LGC, exempt them

payment of the RPT.[31] Likewise, exceptions to the rule are provided in Section

133(0) [32] of the LGC, which states that local government units have no power to
levy taxes of any kind on the national government, its agencies and
instrumentalities and local government units. Particularly on the RPT, Section

234[33] enumerates the persons and real property exempt therefrom. The tax
exemption the real property of the Republic, its political subdivisions, agencies or
instrumentalities carries, however, ceases if the beneficial use of the real property
has been granted, for a consideration or otherwise, to a taxable person. In such
case, the corresponding liability for the payment of the RPT devolves on the taxable

beneficial user.[34] As applied in subsequent cases,[3°] it is in this context that our

ruling in Testate Estate of Concordia T. Lim[38] should be understood. Moreover, in
said case, the taxpayer that was being assessed with the unpaid RPT was neither
the registered owner nor the possessor of the subject property when the tax
became due and demandable. In contrast, petitioner herein, an entity that is not tax
exempt under the law, is the registered owner of the real property. Therefore, it is
personally liable for the RPT at the time it accrued.

WHEREFORE, premises considered, the petition for review on certiorari under Rule
45 of the Rules of Court, which seeks to reverse and set aside the November 18,
2013 Decision and January 7, 2014 Resolution of the Regional Trial Court, Branch 8,
Pallocan West, Batangas City, is DENIED.

SO ORDERED.



