Republic of the Fhilippines
COURT OF TAX APPEALS
Yuezon City

F. JACINTO GROUP, INC.
Petitioner,

- versus - C.T.A. CASE NO. 4971
COMMISSIONER OF PROMULGATED: -

Respondent.

INTERNAL REVENUE, APR 05 199

b4 —_ -— [ — - — -— - . -— - -~
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This 1is a claim for refund in the amount of
P1,096;272.DO representing excess income tax for the
year ending December 31, 1390.

Petitioner is a duly organized and existing
corporation under Philippine laws engaged in furnishing
management services. 1t alleged that during the year
1990, the various companies it serviced have withheld
and remitted to the respondent several amounts
representing 5% withhelding tax on their payments £o
peti?ibner of7wanagement servige fees tbgt on April 13,
;992 }t iileq its fina%vagjﬁgtméqy re;grn for tawx year
;99% ’Qnd tbosé perta%pihg to the Q}ilizatién pf the
éarrieq—uver"tax irﬁm‘iQBO vhich ghcwed, the following

details:
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Service fees F 30, 1224, 370. 00
Less: Deductions 28, 823,057.00
Net income 1, 301, 313. 00
Add: Misc. income ‘ 431, 182.00
Taxable income 1,732,495.00
Tax due P 606, 373. 00
Tax credits (1, 702, 645. 00)
Refundable amount | 1, 096, 272. 00)

Un  July 10, 1992, petitioner filed its formal
claim for refund with the respaondent. No allegation is
made as to the action taken thereon by the respondent
except that "the period to claim refund is set to expire
within two years from the filing of the final adjustment
return an April 1Z, 1991 for taxable year 1990, or up to
April 11, 1993 and that "the delay of the Commissioner
of Internal Revenue in rendering his decision does not
extend the period fixed by statute (Gibbs vs. Collector;
L-13453, February 2%, 19&80).

Hence, this petition,

The s=ole issue to be resclved in this case is
whether or not petitioner is entitled to a refund of
R1,096,272.00 representing excess income ta» for the

year ending December 31, 1930.

PR &Sm ok ,
N o5 Y fle

Petiﬁfﬁnép.ppchors ﬁia:a;guméngﬁﬁn Section 69 of
tbg _.Taﬁ Code, lwhibﬁ: prQiQng iorilfhé._nefund of

erroneously collected tasx.
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Insofar as pertinent Section &9 of the
National Internal Revenue Code is herein quoted for

reference:

Sec. 69. Final Adjustment Return -
"Every corporation liable to tax under
Section 24 shall file a final adjustment
return covering the total net income for
the preceding calendar or fiscal year. If
the sum of the quarterly tax payments made
during the =said taxable year is not equal
to the total tax due on the entire taxable
net income of that year the corporation
shall either:

(a) Pay the excess tax still due; or

() Be refunded the excess amount
paid, as the case may be.

In case the corporation is entitled to
a refund of the excess estimated guarterly
income taues paid, the refundable amcount
shown on ite final adjustment return may be
credited against the estimated quarterly
income tax liabilities for the taxable
quarters of the succeeding taxable year.

Moreso, petitioner averred +that the two year
period is to be rechoned from the date of filing of the
final adjustment return.

For reference is Sec. 230 of the Tax Code.

Sec. 230. Recovery of tax erraneously
or illegally collected.- HNo suit ar
proceeding shall be maintained in any court
for the recovery of any national internal
revenue tax hereafter alleged to have been

.erroneously or illegally assessed or
colégpfkdhddor of any penalty claimed to
* have been: collected without authority or of
-any  apmn leged to. flave been excessive or
in any manner wrohgfully ecollected, until a
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claim for refund or credit has heen duly
filed with the Commissioner; but such suit
or proceeding may be maintained, whether or
not such tawx, penalty, or sum has been
paid under protest or duress.

In any case, na such suit or
proceeding shall be begun atter the
expiration of two years from the date of
payment of the tax or penalty regardless of
any supervening cause that may arise after
payment: Frovided, hovever, that the
Commissioner may, even without a written
claim therefore, refund or credit any tax,
vhere on the face of the return upon which
payment was made, such payment appears
clearly to have been erroneocusly paid."”

Respondent on the other hand interposed

the following special and affirmative defenses, to

wit:

"l. Petitioner’s claim for tax credit
is pending administrative investi-
gatian;

2. The total amount of PR1l,Q096,272.00
claimed by +the petitioner as
alleged overpaid income taxes for
the year 13990 was not properly
documented;

W

Taxes paid and collected are
presumed to have heen made in
accordance with law and regula-
tions, hence, not refundable;

4., In action for tax refund/credit
the burden of proof is on the
texpayer to establish its right to
ihe refund and failure to sustain
tlie- burden is fatal to the action
for tasx crediti '’
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e

. It i3 incumbent upan the
petitioner to show that it - has
complied with the provisions of
Section 204 in relation to Section
220 of the Taxn Code as amended;

6. Well-settled is the rule that
claims for refund are construed
strictly against claimants, since
it partakes of the nature of an
exemption from taxation (Resins,
Inec. ve. Auditor General, 25
SCRA [19687)."

Fetitioner adduced and coffered in evidence
Exhibite A to DD-1 with subwmarkings, which were all
admitted together with the testimonies of its witnesses.
The Court sget geveral dates for the reception of
respondent’s evidence which vwere all deferred upon
motion of respondent’s counsel on the ground that he .was
not ready until finally; vhen respondent’s counsel
failed to appear. The Court granted petitioner’s motion
"that respondent’s presentation of evidence be deemed
waived. "

The Court notes the zealous concern of respondent

Cammigsioner of Internal Revenue in tax collection but

deplores at ‘Fhe same time +the apparent indifference
bordering on ;g;;ggt ta support her well in tax cases on
ﬁhe‘paft oilhé;.qgé&égl,lﬁartigulérly in this case. The
parties Qére _giQé%}iﬁif&eep f?ﬁ) days to submit

Simu;;aDEDu? mémdféndum ’pﬁtfob@y petitioner complied

whi}é respdndent did not.'The Court) is, therefore,

092



DECISION -
. T.A. Case No. 4971

congtrained to resolve this case on the basis of the
evidence submitted by the petitioner.

In claims for refund, there are three basic
requirements that has to he met before a claim can be
granted,

‘ First, that the claim for refund was filed within
tvo-yesrs ags prescribed under Sea. 230 of the HNational
Internal Revenue Code.

'Sacond,.that the income upon khich the taxern wvere
withheld were included in the return of the recipient.

Third, the fact of withholding i# established by
a copy of statement (BIR Faorm 1743.1) duly issued by the
payor (withholding agent) to the payee, showing the
amount paid and the amount of = ta:x withheld
therefram. (Sec. 10, Rev. Reg. 6-85; see Citytrust
Finance Co;poration v, Commigssioner of Internal
Revenue, CTA Casé Mo, 4134, Hev. 11, 1991; and Citytrust
Finance Corporation [Formerly Investors  Finance
Carporatian/FNCB Financel v. Commigsioner o0f Internal
Revenug,KQTA Case_ﬂo. 404¢, ngruary 24, 19393.)

1t is aﬁ. glem§hta?} fglé?ip taxation that an
agtomatic; barry—over of agvékcése inmoﬁe tayx payment
sﬁuuld only_ be made for the sutceeding year. ( FPasea
Realty and bevelopment Corporation v. Commissianer of

Internal Revenue, CTA Case No. 4528, April 3Ju, 1933 ~
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Petitioner ryeligiously complied with the three
basic requirements set hy the law and was able
to prave to the satisfaction of the Court its
entitlement to the relief sought for.

In claims far refund, all that is required
is the presentation of Statement of Tax Withheld at
Source (B1R Form 1743.1) showing the incowe received and
the amount of tax withheld therefrom and that
the income was included to form part of petitioner’s
grogs income as stated in its income tax return. The
rationale for this dis +that +the withholding agents
are not within the control of +the payee taxpayer
but are the tax agents of the Commissiaoner of Internal
Revenue. The withholding’ agents merely hold the
amount in trust for the government. (Cammissioner of
Internal Revenue v. Citytrust Banking Corparation,
CA-G. R. SF No. 2683%, supra; Pasea Realty and
Development Corporation v. Commissioner of Internsl
Revenue, CTA Case No. 4254, August 10, 1393)

After a circumspect study of the case, petitioner
te indeed eniitled to ‘the refund. The computations

.

‘are as follows:
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1930 Income tax liability (Exh. B-2) P 247,234.00
Less: 1990 quarterly income tax payment
gtr. CBCR HKo. Date

Ist 20095569 03-30-90{Exh. €-2) 42,379.00
Balance of 1990 income tax liability P 204,855.00

Less: 1990 creditable vithholding tax

Withholding Agent Exh._ Amount
Hindanao Steel Corporation G 850, 000. 00
Beatriz Marketing & Trading Corp. H 180, 000. 00
Jacinto Iron & Steel Sheet Corp. 1 637, 500. 00
Camara Steel Industries, Inc. J 1890, 000. 00 .
TOTAL 1,907, 500. 00
Awount refundable (to be applied as tax credit in 1991) F 1,702, 645,00
Less: portion applied in 1991 as tax credit (Exh. K-1} 606, 373.00
Unapplied - to be refunded ? 1,09,272.00

The Court finds petitioner’s claim for refund
meritorious and well supported by evidence.

WHEREFORE in view of the foregeing circumstances
respondent, is hereby ordered to refund in favor of
petitioner the amount of R1l,096,272.00 representing
excess income tax for the year ending PDecember 31, 1990.

No pronouncement as to cost.

SO0 URDERED.

Associdte Judge
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WE CONCUR:

2GRl

ISTO D. ACOSTA

RAMON ., DE V
Associate Ju

CERTIFICATION

1 hereby certify that this decision was reached
after due consultation among the members of the Court of
Tax of Appeals in accordance with Section 13 Article

VIII of the Constitution.
WS ~ A PR-}

ERNESTO D. ACOSTA
Presiding Judge
Court of Tax Appeals




