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HICHAEL SHIPPING. INC,

Petiticner,
- Vversus (% % W ES Noe, if e \
1391 & 1648 i) e £
COMMISSIONER OF INTERRMAL
Respondent.
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DECISION

Theso two cames invelve two separste actions for
refund and/or tax oredit in the sums of ¥5.675.00 and
$9,197.00. respectively or an aggregate amount of
¥1% 872.00. representing alleged erronsous paymeat of
compansating Sax on imported spare parts or materials
ased in the resair and mintenance of petitioner's
vagsels. The Swo eases ware tried and submitted jolnt-
ly for deecision.

Petitionar, a dom-ctic ecorporstion duly organised
in accordance with law, 1o engaged in coastwlse or
interigland shipping with principal office at Martires
Et,. Cebu City. It operates 23 duly registered and
licensed vessels composed of LOTs, lighters, tankers
and laanches (Exhs, "YI" & "3", p. 49, BIA pecopd. CO¥A
Case Ho. 16%3; p. 43, t.s.n.). Bald vessels wara Ml .
only for the transportation of oil or petrolsus prode
ucts, but also for earrisge to differsnt places in the
Philippines of all kinds of cargo, ia bulk or other-

wise.
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Daring the years 1960, 1961 1962 and up to Mareh
1%, 1963, petitioner imported various spare parts and
matarials for the repalr and maintenmance of its ves-
gels, on wuleh compenssa ing tax in the amount of
#5,675.00 was pald, snd whieh is the subject of a claim
for refund and/or tax eredit in CTA Case Ne. 13191. From
May 13, 1963 %o April 28, 1965, petitiomer alszo paid com-
pensating tax on similar impertations in the sum of
#9,197.00 whieh 1s 1itigated in CIA Case Ho. 1648,

The fact of payment of sald compensating taz en
tha dates asd in the amounts appearing in Annex A, CTA
Casa ¥o. 1391, and Annex A, CTA Case Ho. 1643, 1= not
dlsputed.

Clalas for refund and/or tax eredit of sald payments
on the ground of tax axesptien under Seetien 190 of the
ux Code, as smonded by Rep. 4e® %o 17€. yere duly
filed with respondent. but they were denled by the latter
on the theory thet petitioner is not entitled to tax
exauption., With respect to the ampunts of #hW7.00 and
#715.00 in CTA Case Wio. 1643, respondent further con-
tends that petitioner's right to claim for refund and/or
tax credlt 1s already barred by laches

The only 1lsace rsised by the parties 1z whether or
not petiticnar ls entitled to the tax refund and/or tax
eredit of the asouats paid as compensating tax,

“stitionsr contends that ander Sectlion 190 of the



DECISION -
CTA CASES NOS. 1391 & 1648

sy a

Tax Code. as amendsd Dy Republiec Aet Fo. 3176, it 1is
entitled ‘o tax (xemption from payment of compensatiag
tax on the imported spare parts and materials used in
thes rapalr and malntonance of its vessels. Respondent,
however  olaims otherwlse.

fegpondent s contention 1s not well taken. Geo-
tion 190 of the Mgtional Internal Revemue Codey o
amended by Republie Aet No. 3176, states:

"SEC. 19C. = AR
: reslding or in the
mmg who purchese or receive from
,':m :u i:m..u ting
4 or 8e .
’Jgﬁh: s taxes under Title IV of
ils Code on
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Intarnmal Revenue Code, 50 as to exemp from compen~
sating tax any "passenger and/or eargo vessel
vwhather ccestwise or cesangoing including engines
and spare parts of sald vessel,” is axplaioed in the
sponsorshiip speech of Senmator Puyat, as fellows:

It would not be in keeplag with the congressional

iatant to 1iait the exemption provisien of Bepublic Act
Ho. 3176 to engines end spare parts of imported ves-
sels to ths exclusion of slmllar equipment which are
imported separate snd apart from the vessel itself,

To construe the lsw in the manner respondent suggests,
would kill the very iloeentive the law purports to
ereate and grant. For, after aeguiring vessels, ship-
owhers or operotors would be discouraged from proour-
ing new coglnes snd spare parts to repalr or replace
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those worn out by use. This would result ia the operse
tion of anseaworthy vessels or floating coffins

liegpondent's eontentlion that the right to the re-
fund and/or tax eredit of the amounts of Fl47 .00 and
#715.00, in CT4 Case No. 16M8. 1s zlready barred by
preseription under Section 106 of the Tax Code 1s well
taken. It appesars that said amgunts were paid on May
13, 1961, onder Official Recelpt No. 55845-% snd May
21, 1963, under Offielal Hecelpt Ho. F57038-% (Exhs.
LM & ) mlﬂuutlﬂ.uhr?uhﬁhﬁnhc
1648 was filed on June 1%, 1965 Y Obvicasly 6 from the
dates of pagment to the fillng of said petition, the
two-yoar preseriptive perlod had alresdy expired, and
tuerefore the right to the refund and/or tax credit is
already barred (Wee Foco v. Fosadas, 6% Fhil. 640y
Bermejo v. Coll. of Int, Aeveuse, 87 Fail. 96; P. J.
Klaner Co, Ltd. v. David, G.R. No. L-9163, April 22,
1953; Johnston Lumber Co., Tne. v. Court ef Tex Ap-
peals, ot al., O. R. Bo. 1L-9292 April 23, 1957; Coll.
of Int. Revenus v, Bimalbagan Estate, Ine., G.R. No.
1~12752, Jan, 30, 1965.)

Aeoordingly . in CTA Case 5o, 1391, petitiocner 1is
entitled %o a ‘ax credit in the sum of ¥#5,675.00, re-
precenting compensating tex erroneously pald from
August 1%, 1961 to Mareh 14, 1963 (see Annax A, OTA
Case No. 1391)j and in CTi Case We. 164, to a Sax
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eredit in the sum of #8 0315 (0 repregenting compen-
sating tax erroneocusly paid from December 12, 1963
to April 28, 1965
PRIVISE: CONSIDEAED ., respondent is hereby ordered
to grant petitiomer, '\ CTA Case No. 1391, a tax credit
in the amount of #5,675 005 cnd in CTA Caso Ho. 1648
a tax ‘redit ia the sum of #8,035.00. Without costs.
50 ORDERED
Quezon City, December 19, 1966.

E®anliiaAd B ALVAR
Assoclate Judge

RAHON L, AVAUCENA
Assoelate Judge




