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SECOND DIVISION

[ G.R. No. 143214, November 11, 2004 ]

PHILIPPINE PORTS AUTHORITY, PETITIONER, VS. THE CITY OF
ILOILO; ROMEO MANIKAN, IN HIS CAPACITY AS TREASURER OF

ILOILO CITY; FRANKLIN CORDERO, JR., IN HIS CAPACITY AS
ASSESSOR OF ILOILO CITY, RESPONDENTS.




D E C I S I O N

CALLEJO, SR., J.:

On October 9, 1990, the respondent City of Iloilo sent a “Notice of Sale of
Delinquent Real Properties” to petitioner Philippine Ports Authority (PPA) for non-
payment of real property taxes covering its facilities and edifices at the Iloilo port for
the years 1985-1989, to wit:

Tax Dec. No. Kind of Property Assessment
56325 Warehouse P 81,369.26
61745 Building (Shed) 5,793.22
61747 Residential House 1,754.68
59949 Building 13,959.42
61741 Building 10,294.10
61742 Building 9,998.86
61744 Building 2,821.41[1]

The respondent city was the only winning bidder at the public auction conducted by
the City Treasurer and the Assessor.  Consequently, the said properties were sold to
it, and, conformably with Section 76 of Presidential Decree (P.D.) No. 464, a
certificate of sale over the properties was executed in its favor.




On November 16, 1990, the City Treasurer sent a “Notice of Right to Redeem” to the
petitioner advising it that it had only until October 30, 1991 within which to redeem
the properties.  The petitioner forthwith filed its complaint against the respondents,
the City of Iloilo, its City Treasurer and its Assessor with the Regional Trial Court
(RTC) of Iloilo City, Branch 36, for the nullification of the assessment and the sale
with a prayer for a temporary restraining order and/or a writ of preliminary
injunction.   In its complaint, the petitioner alleged, inter alia, that the properties
belonged to the Bureau of Customs and/or the national government; hence, the
properties were exempt from the payment of realty taxes. To support its argument,
the petitioner cited Section 25 of P.D. No. 857, Section 40(a) of P.D. No. 464 and
Section 1(e) of Executive Order (E.O.) No. 93 issued on December 17, 1986.




In their answer to the complaint, the respondents alleged that the petitioner’s
exemption had already been withdrawn under P.D. No. 1931 which took effect on
June 11, 1984. Consequently, the sale of the petitioner’s properties at public auction
was in accord with law.






On October 22, 1992, the trial court rendered judgment in favor of the respondents
and ordered the dismissal of the complaint.  The decision was elevated to the Court
of Appeals via a petition for review, which rendered judgment affirming the decision
of the RTC on September 15, 1999. In its Decision,[2] the appellate court ruled that
since the petitioner had acquired the properties, it was liable for realty taxes due
thereon.  The petitioner’s motion for reconsideration of the said decision was denied
by the appellate court; hence, the instant petition for review on certiorari for the
reversal thereof.

The petitioner contends that the subject properties are owned by the Republic of the
Philippines.  It avers that while under Section 30 of P.D. No. 857, the said properties
were transferred to the petitioner, the Republic of the Philippines retained ownership
over the same. It claims that while it administers and operates the port of Iloilo, it
does so for the benefit of the general public and not for taxable persons. As such,
the said properties are exempt from realty taxes under Section 40 of P.D. No. 464. 
The petitioner further asserts that P.D. No. 1931 and E.O. No. 93 have no
application to properties owned by the Republic of the Philippines.

In their comment on the petition, the respondents aver that by virtue of P.D. No.
857 issued on December 23, 1975, the petitioner became the owner of the subject
properties. They point out that the petitioner even declared the properties for
taxation purposes under its name.   The respondents, likewise, posit that the
exemption on realty taxes in favor of the petitioner had effectively been withheld
under P.D. No. 1931, and that the petitioner cannot invoke P.D. No. 464 because the
subject properties are being leased to taxable private persons.   The respondents
appended to their comment the tax declarations on the properties under the name
of the petitioner.

The petition has no merit.

Petitioner PPA Became the Owner
Of the Port Facilities and
Appurtenances under P.D. No. 857

When P.D. No. 857 took effect on December 23, 1975, the petitioner became the
owner of the facilities and appurtenances, conformably to Sections 30 to 33 thereof,
to wit:

SEC. 30. Transfer of Existing and Completed Physical Facilities – In
accordance with the transitory provisions of this Decree, there shall be
transferred to the Authority all existing and completed public port
facilities, quays, wharves, docks, lands, buildings and other property,
movable or immovable, belonging to those ports declared as Ports
Districts for purposes of this Decree.




SEC. 31. Transfer of Intangible Assets – In accordance with the transitory
provisions of this Decree, there shall be transferred to the Authority all
intangible assets, powers, rights, foreshore rights, interests and
privileges belonging to the Bureau of Customs, and Bureau of Public
Works and other agencies relating to port works or port operations,
subject to terms to be arranged by and between the Authority and



agencies concerned.  Any disagreement relating to such transfer shall be
elevated to the President for decision.

SEC. 32. Projects in Progress – In accordance with the transitory
provisions of this Decree, all ongoing projects relating to the construction
of ports and port facilities shall be continued by the agency or agencies
involved until completion.   After completion, such projects shall be
transferred to the Authority in accordance with the agreement among
agencies concerned.  Any disagreement relating to such transfer shall be
elevated to the President for decision.

SEC. 33. Transfer of Liabilities and Debts – Upon the transfer and
acceptance by the Authority of the existing physical facilities, intangible
assets, and completed projects referred to in the Sections immediately
preceding, all debts, liabilities, and obligations of the Bureau of Customs,
the Bureau of Public Works, and other government agencies or entities
concerned in respect of such physical facilities, intangible assets and
completed projects within the Port Districts shall, likewise, be transferred
to or deemed incurred by the Authority.

Section 40 of the law further provides that any and all other powers, rights, duties
and functions vested in and all properties, authority or instrumentality pertaining to
every matter concerning port facilities, ports operations, or port works were
transferred to and were vested in the petitioner.   These provisions are self-
executory, without need of any other formalities or documentations to implement
the same.




That the petitioner has not been issued any torrens title over the port and port
facilities and appurtenances is of no legal consequence.  A torrens title does not, by
itself, vest ownership; it is merely an evidence of title over real properties.[3]  The
torrens system does not create or vest title.   It has never been recognized as a
mode of acquiring ownership over real properties.[4]




That the petitioner became the owner of said facilities and appurtenances is
bolstered by the fact that under Article VI, Section 10(b) of P.D. No. 857, the initial
paid up capital of the petitioner consists of the following:



(i) The value of assets (including port facilities, quays, wharves, and
equipment) and such other properties, movable and immovable as may
be contributed by the Government or transferred by the Government or
any of its agencies as valued at the date of such contribution or transfer
and after deducting or taking into account the loans and other liabilities
of the Authority at the time of the takeover of the assets and other
properties.



As we held in Mactan Cebu International Airport Authority v. Marcos:[5]



It may be reasonable to assume that the term “lands” refer to “lands” in
Cebu City then administered by the Lahug Air Port and includes the
parcels of land the respondent City of Cebu seeks to levy on for real
property taxes.  This section involves a “transfer” of the “lands,” among
other things, to the petitioner and not just the transfer of the beneficial



use thereof, with the ownership being retained by the Republic of the
Philippines.

This “transfer” is actually an absolute conveyance of the ownership
thereof because the petitioner’s authorized capital stock consists of, inter
alia, “the value of such real estate owned and/or administered by the
airports.” Hence, the petitioner is now the owner of the land in question
and the exception in Section 234(c) of the LGC is inapplicable.[6]

The Petitioner is Liable

For Realty Taxes on its

Facilities and Appurtenances




The petitioner cannot escape liability from the payment of realty taxes by invoking
its exemption in Section 40(a) of P.D. No. 464,[7] which reads:



“SEC. 40. Exemptions from Real Property Tax – The exemption shall be
as follows:




a) Real Property owned by the Republic of the Philippines or any of its
political subdivisions and any government-owned corporation so exempt
by its charter, provided, however, that this exemption shall not apply to
real property of the above-named entities the beneficial use of which has
been granted, for consideration or otherwise, to a taxable person. …



The petitioner cannot, likewise, find solace in Section 25 of P.D. No. 857,[8] to wit:



SEC. 25. Exemption from Realty Taxes – The Authority shall be exempt
from the payment of real property taxes imposed by the Republic of the
Philippines, its agencies, instrumentalities or political subdivisions;
Provided, That no tax exemptions shall be extended to any subsidiaries of
the Authority that may be organized; Provided, finally, That investments
in fixed assets shall be deductible for income tax purposes.



First. Section 1, P.D. No. 1931 which took effect on June 11, 1984, effectively
withdrew the exemption granted to the petitioner, a government-owned or
controlled corporation –



Section 1. The provisions of special or general law to the contrary
notwithstanding, all exemptions from the payment of duties, taxes, fees,
imports and other charges heretofore granted in favor of government-
owned or controlled corporations including their subsidiaries, are hereby
withdrawn.



Second.     Under the last paragraph of Section 234 of Republic Act No. 7160,
otherwise known as the Local Government Code (LGC), the petitioner’s exemptions
from the real property tax were withdrawn upon the effectivity of the law. Thus:



SEC. 234. Exemptions from Real Property Tax. – The following are
exempted from payment of the real property tax:




(a) Real property owned by the Republic of the Philippines or any of its
political subdivisions except when the beneficial use thereof had been



granted, for consideration or otherwise, to a taxable person;

(b) Charitable institutions, churches, parsonages or convents
appurtenant thereto, mosques, nonprofit or religious cemeteries and all
lands, buildings and improvements actually, directly, and exclusively
used  for religious, charitable or educational purposes;

(c) All machineries 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 transmission of electric power;

(d) All real property owned by duly-registered cooperatives as provided
for under R.A. No. 6938; and

(e) Machinery and equipment used for pollution control and
environmental protection.

Except as provided herein, any exemption from payment of real property
tax previously granted to, or presently enjoyed by, all persons, whether
natural or juridical, including all government-owned or controlled
corporations are hereby withdrawn upon the effectivity of this Code.[9]

Patently then, it was the intention of Congress to withdraw the tax exemptions
granted to or presently enjoyed by all persons, including government-owned or
controlled corporations, upon the effectivity of the LGC as shown by Section 193
thereof:



Section 193. – Withdrawal of Tax Exemption Privileges. – Unless
otherwise provided in this Code, tax exemptions or incentives granted to,
or presently enjoyed by all persons, whether natural or juridical,
including government-owned or controlled corporations, except local
water districts, cooperatives duly registered under R.A. 6938, non-stock
and non-profit hospitals and educational institutions, are hereby
withdrawn upon the effectivity of this Code.



Furthermore, under the repealing clause, Section 534(f) of the LGC, all general and
special laws, acts, decrees, or part or parts thereof which are inconsistent with any
of the provisions of the law were repealed:



Section 534(f) – Repealing Clause. – All general and special laws, acts,
city charters, decrees, executive orders, proclamations and
administrative regulations, or part or parts thereof which are inconsistent
with any of the provisions of this code are hereby repealed or modified
accordingly.



The clause partakes of the nature of a general repealing clause because it fails to
designate the specific act or acts identified by number or title that are submitted to
be repealed.[10]




Thus, Section 25 of P.D. No. 857 and Section 40 of P.D. No. 464 were repealed by
Rep. Act No. 7160. We emphasized the raison d’etre for the withdrawal of the
exemption in Mactan Cebu International Airport Authority v. Marcos[11] as follows:


