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The respondent assossed sgainct the petition~
er the sum of ®77,087.28, ss slleged deficlency sales
tax, surcharge and renalty, itemired and computed
as followst

Deficiency sales tax, 1949 ..e0 © 44C. 93

&iiﬁ.ncy sales tax, 1950 sese 15.”6'@

Mitiﬁnn' sales tax; 1951 coee 18.
Deficiency sales tax, 1992 cees
Total deficiency sales tax seee 7

255 surcharge thereon scevscse i4:1.
Fixed tax, C~13, 1952 ccecsees 6ol X}

Tost Samse sad seshenis S - v TP H

Tra el B 1111 o THGR
et satisfied with the asseszement, petitioner has
anpealed to this Courxt.

Peptiticner is engaged in the wanufacture and
sale of articles made of rattani Sales were made by
petitioner logally aend to foreign buyers. Frbom 1949
to 1952, it filed ssles tax returns and paid the
corresponding sales tax due on the sales renorted
in ite returns., lowever, upon 1nw§ugat1un, it was
disclosed that it did not include in its Teturns the
soles to foreign buyers shippred abroad under terms
FeOoB, 2% 't.h- port of Manila. It wes wainly forx this
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reason that the sssessment referred to above was
made 2gainst petiticner,

The issuss raised in this sppeal are (1) whe.
ther or not the sales to foreign buyers during the
period in question are demestic sales subject to the
sales tax} (2) assuming that said sales are taxable,
whether or not the right of the Covernment to assess
the tax on sales made from 1949 tc the second quar.
ter of 19%0 has prescribed; and (3) the legelity of
the imposition of the alleged penalty in the sum of
8,700, 00, o

Under Section 186 of the Hational Intermal Pew-
enus Codn, manufscturers (other tihan manufacturers
of artieles enusmgrated in %ection 184 gnd 185) axe
gubject to the ssles tex of 7TX of the gross selling
price of the articles sold. The tax ie imposed only
on sales consurmated in the Philippines. (Taligaman
Lumber Co. w. Collector of Intermal Tgverue, C.T.A.
Ne. 161, Jan. 31, 1959,) A sale is deewed made or
consummated st the plsce whexe title tec the artkls
sold passes from the seller to the buyer. (The Shell
Co. of the Fhil. v. Muniecinslity of ®ipecot, G. R
Hoe L=12680, March 20, 19%9. )

‘/&t appaext that the articles sold by petition.

er te foreign buveys were shipned agbrosd under temms

F.O.8B, Manilag thet the expensae of racking and pree
paring the articles for shipwent were chazged ¢t the
buyerss that the freight charges were radd by the
buyers at destinations that the szhipments abrood were
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insured by the buyers; that in those cases vere the
shipwents were insured by petitioner, the insurance
promiumg were charged tc the buyers and the insure
ance policies were indorsed to thes buyersy and that
payments for said shipments were made through drafts
or letters of credit drewn ageinet log:l banks.

/Pm the facts stated above, it is clear that
title to the articles nold by netitiomerxr to the
foreign buyers wos transferred to the latter frow
the moment they vere rlaced on board the carrying
vessels. /Ihs sales were, therefore, consummated in
the Philippines :nd wust be treated as émstic seles
subjeet to the sales tnp,] (Misamis Lumber v. Collec-
tor, G. R Moo L-1C131, Sent. 30, 19573 “estern Min-
danse Lumher v Court of Tax Appeals, G. R. No. L
11710, June 30, 1958; Bislig Bay Lumber v Collsetor,
C.Toke Noo 159, Gete 9, 19573 Taligaman Lumbur Co.
v. Collactor, C.T.\. Mo, 161, Jan. 21, 19955.) The
fact thet the nrige of the articles were npaid forx
in dollars ox in any other fareiagn currvency will not
alter the result. Accordingly, we¢ are of the opine
fon that petitioner is subjeet to the sales tax on
ite soles to the foreign buyers under the circumse
tances mentioned above. '

In connection with the second issue, it 1s

contended on hehalf of retitioner that, assuming that

1
Peginning Juns 20, 1993, howevar, shinrments abxoad
manuf acturers or rnroducears, irrescactive of
shiopding arrangements affacting the ;lace of
trensfer of title to the articles shipred, are
exempt from salee tax by virtue of Rep. Act No.

293,
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its salee to the foreign buyers sxre domestic sales
and axe sublect to the sales taxg the right of the
Goverrment te assess the deficlency tax corresponde
ing to tha pexiod {rom 1945 to the second Quarter
of 195C hss prescribed. On the other hand, respond-
ent claims that ne evidence was resented by poti;
tioner 2s to the date vhen petitioner filed its re-
tums 9o that the defense of rrescription casn net
be invoked; that petitioner waived the statute of
limitation provided in Sections 331 and 332 of the
Pevenus Codes and that sssuming that the waiver s
without effeet as te the peried slresady prescribed
when the waiver woe sioned, the deficiency tax core
responding te the second quextex cf 19950 was assessed
within the pexicd suthorized by laws

Under Seetion 183-A of the Havenue Code, prior
to ite amendment by Heps’ Act No, 1612, effoective Aug-
ust 24, 1956, manufecturers subject to tax undex
Section 188 were required tv file 2 return of tueir
gross quarterly salee and to pay the tax dus thereon
within twenty daye after the nnﬁ‘nf cach calenday

guarter.

It appears from the stipulation sulmitted by
the narties dated July 28, 196C that petiticner filed
its quarterly retums forxr the year 1950 within the
period rrescribed by Section 1d3-A, that is, on er
before Apxil 20, 195C with zespect to petitionex's
retum for the first quarter of that year, and on or
before July 20, 1950 as regards the »etumn for the
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second quarter of tha same ysar.

Aectxea 331 of the Revenus Code provides that
intexrnz]l revenus taxes may be 2sressed within five
years efter the return was filede For this pumpose,
s return filed before the lest day crescribed by
lsw for the filing thereof shall be considered am
filed on such last day. %here no return was filed
or if the return filed is false or freudulemt, the
tax or deficiency tax may be assessed within tem years
after the discovery of the omissiom or of the fraud,
pursuant to Section 332,

In the instant case, it is sduitted that peti-
ticner filled its cuarterly returns within the rneriocd

prescribed by lgw, There i{s ne claim or pretense
that the returns were false or frauduleat. There-
fore, the stetute of limitation nroperly applicable
is Section 331, [Central Arucorers de Tarisc ve Ceol-
lector, G« Re Mos. L=1l1760 end L-11761, July 31,
1958, )

4 «éa evidence shows that the essessment was
made on June 22, 1950, wore ther five years after
the return was filed for the first quarter of | .
1950, Aceordinaly, the defigiency sales tax for the
year 1949 ond the firet quarter of 1950 had slready
preseribed when the assssewent wes wude on June 22,
1950, "ith respect to the deficiency sales tax for
the second gquarter of 1950, sinece the laest day for
filing the retuwn was July 20, 1950, the five-year
period within which to assess said deficlency tax
had not yet terminated when the assessment was nade.
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/ Put it 4= alleged that petiticner expressly
vaivad the statute of limitaticn preseribed in Sece
tione 331 and 332 on September 19, 19955, Section
332{b) providess
~ *(b) "heze }

b L 5 -_,t.a.e; cx«&nﬁ»
, for the Ill!t!ﬁiﬂt of the
; culhetax of Intarnal
Revenue and the taxpayer have consent-
ed in writing to its assessrant after
sueh time, the tax may be sssessed at
any time pricr teo toe expirstion of the
peried sgreed upone The pneriod so
agreed upon nay be extended by subse-
wt agnmntn in writing wade bgfors

/ 1y sareed wnon.” Mcon; wn.sn

It will be chserved that the pexiod of limitation
upon assessment may be suspended under Section 232
(b) 1f the agreement is wdde before the sxpirstioen
of the pexiod fiwed in Segtion 33l. In this case,

the agreement was entered into between petitioner
and the Commissioner of Internal Revenue on Septene {
bexr 19, 1955, after the period for assessment of the
deficiency seles for the year 1949 and first quarter
of 195C had already lapsed. The agreement is, theree
fore, inefiective as t¢ such pexiods It has the efe
fecet ©f suspending the running of the pexicd wadich
nad not yet expired on said dltAvJ

The last isrue relates te the legality of the
jmposition of the slleged penalty in the sum of
5,00, This smcunt was soughit to be collected
from petitioner by way cof coeprowise fox alleged vioe

lations of cerxrtain pensl proviciong of the Hationsl

Iinternsl Revenue Code. Respondent now concedes thst
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the imposition of seid compromise penalty is une
autherized and 1llegal. {(Univereity of Sto. Tomss
v, Collector of Interns] Ravenus, G W, HNos. k-
11274 end 111280, Novewber 28, 1998, )

FOR THE FOREGOING CONSIDERATIONS, the deed-
sion: eppesled from is hareby modified and petition.
er is oxdeyed to pay to the Government the sum of
768,582, 23, computed as followss

Deficioncy sales tax, 1990 e 713,573, 71

Npistny it i R T Rl

v o M sreerpeon—— - 4 1

Total deficiency tex &
SULCHRYOE svenvcnesecscee. PEE,H0L, 23

Fi“d t“. l?ﬁﬁ i TS 6.“;

Fi"‘ taK. 1%3 NGy as Sy S W ae gk '

Tot‘l Mﬂu!‘lt 1'!“' - e v ‘:
with costs against petitioner.

20 ORDERED,

Menila, August 31, 196G,

<

T

Asscecizte Judge

Wi COMCURe

Vpe -idinq*‘.mdgo

Altbc.iltl Judg.
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