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amount of P18,509,503.50 represents Petitioner’s valid input taxes paid on locally
purchased and imported capital goods for the period Janunary 1, 1997 to March 31, 1998.

This Court found the report of R. S. Bernaldo & Associates to be in order upon
review of Petitioner’s documents such as suppliers invoices/official receipts, Bureau of
Customs import entries and revenue declarations, bills of lading, SGS reports, bank
settlement advices/debit memos, certifications from BPI (Exh. I) and FEBTC (Exh. J) of
the customs duties and VAT paid by Petitioner on various importations and Petitioner’s
Summary of Capital Goods Purchased (Local & Importation) for the four quarters of
1997 and first quarter of 1998 (Exhs. O & P).

The above mentioned documents show that ti:e purchases made by Petitioner
for which input taxes were paid pertain to capital goods which as defined in Scction
4.106-1(b) of Revenue Regulations No. 7-95 refer to goods or properties with cstimated
useful life greater than one (1) year and which are treated as depreciable assets under
Section 29(f), used directly or indirectly in the production or sale of taxable goods and
services. These capital goods consisted- of payments for capital equipment (for
importation) and machine installation costs — labor/materials, plant building expansion,
building improvements, office equipment (for local purchases).

Except for the noted amount of P239,783.24 (Eﬁh. Q), Petitioner complied with
the substantiation requirements provided under Section 4.104-5 of Revenue Regulations
No.7-95 as it established that:

1) the input taxes paid on its importation and local purchases of capital
goods and services were made in the course of its trade or business;

2) the input taxes paid on its local purchases of capital goods and services
were supported by valid VAT invoices and official receipts; and
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3) the input taxes paid on its importation of capital goods were properly
supported by pertinent docummentary evidence.

Records show that Petitioner was originally registered with the BOI on June 28,
1974 as a preferred pioneer enterprise engaged in the production/manufacture of closed
impression die steel forging (Exh. K). However, since Petitioner had to expand its
operations due to an increase in its indirect export sales demand (TSN, July 21, 1999,
pages 8 & 9), it was registered with the BOI on June 8, 1995 as a pioneer expanding
producer of closed impression die steel forging (Exh. F). Likewise, Petitioner was
granted by the BOI a Certificate of Authority (Exh. H) to import the capital equipment
needed for its expansion program
Petitioner’s input tax payments on imported and locally purchased capital goods
and services in connection with its expansion program are considered made in the course
of its trade or business contrary to Respondent’s allegation. These capital goods and
services are necessary in the regular conduct or pursuit of Petitioner’s business of
manufacturing closed impression die steel forgings.
Section 4.99-1 of Revenue Regulations No. 7-95 defines the phrase, “in the course
of trade or business” as follows:
“In the course of trade or business” mezas the regular conduct
or pursuit of a commercial or economic activity, including transactions
incidental thereto, by any person regardless of whether or not the person
engaged therein is a non-stock, non-profit private organization
(irrespective of the disposition of its net income and whether or not it
sells exclusively to members or their guests), or government entity.”

Secondly, we found that the input taxes paid by Petitioner on its local purchases

of capital goods and services are validly supported by pertinent documents. A perusal of
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all the various suppliers’ invoices and official receipts submitted by Petitioner reveals
that they contain all the necessary information required under Sections 113 and 237 of the

1997 Tax Code (formerly Sections 108 and 238 of the ol Tax Code), thus:

“Secction 113. - Invoicing and Accounting Requirements for
VAT-Registered Persons. - (A) Invoicing Requirements. - A VAT-
registered person shall, for every sale, issue an invoice or receipt. In
addition to the information required under Section 237, the following
information shall be indicated in the invoice or receipt:

(1) A Statement that the seller is a VAT-registered person,
followed by his taxpayer’s identification number (TIN); and

(2) The total amount which the purchaser pays or obligated to
pay to the seller with the indication that such amount includes the
value-added tax.

b4

X XX XXX XXX

Scction 237. - Issuance of Rcceipt or Sales or Commercial
Invoices. - All persons subject to an internal revenue tax shall, for each
sale or transfer of merchandise or for services rendered x x X issue duly
registered receipts or sales or commercial invoices, prepared at least in

duplicate, showing the date of transaction, quantity, unit cost and
description of merchandise and nature of services: x x x

As to the third substantiation requirement, Petitioner was able to establish that
the input taxes paid on its importation of cépital goods were indeed paid by offering as
evidence the various suppliers’ invoices, Burcau of Customs import entries and revenue
declarations, bills of lading, SGS reports, bank settlement advices/debit memos and
certifications of customs dutics and VAT paid by Petiticaer for 1997 and first quarter of
1998 issued by the Bank of the Philippine Islands (Exh. I) and Far East Bank & Trust
Co. (Exh. J).

Contrary to Respondent’s allegation, Petitioner submitted not only bank

settlement advices/debit memos and certifications of VAT payments issued by BPI and












