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REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

RIZAL COMMERGIAL BANKING
CORPORATION,
Petitioner,

- versus - C.T.A. CASE NO. 4813

COMMISSI1ONER OF INTERNAL Promutgated:
REVENUE,

Respondent. DEC 01 1997 %—

DEC IS ION

This I8 a petition fTor review filed by Rizal
Commeroial Banking Corporation Iin behait of the PLDT
Benetiolal Truet Fund (PLDT Fund ftor ©brevity), seeking to
reoover the amount of P6,585,408.71 representing alleged
erronecusly pald withholding taxes oovering the period
from Ootober 15, 1984 to December 31, 198891,

The anteocedent faots of the case are as Tollows:

Petitioner, a banking oorporation organized and
existing wunder Phillippine laws, Is engaged In the
business of expanded oommeroial banking and |8 duly
liloensed to engage In trust operations. On October 22,
1970, by virtue of an Investment Management Agreement
entered Into by and between petitioner and PLDY (Exh.
“"A"), petitioner was appointed <trustee of the PLDT
Beneficial Trust Fund, whioh is an employees’ trust
maintained by I(ts ewmployer, Phillppine Long Distanoce
Telephone Company, to provide retirement, pension,
disabltity and death benefits to Its emp ioyees. The

Benefit Plan of the PLDT (Exh. "a") was approved and
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qualitied as exempt from income tax by the respondent’s
Bureau on January 30, 1960 (Exh. “E").

From October 18, 1984 to December 31, 1981,
petitioner invested: the assets of PLDT Fund In savings
and time deposits and deposit substitutes, the Interest
income of whioh were subjecoted to withholding taxes.

On Deocember 2, 1991 and May 20, 1992, relying on the
.strongth of this Court’s ruling In CTA Case No. 3888
dated December 15, 1986 entitled "GCL Retirement Plan vs.
Commissioner of Internal Revenue,"” whioh was affirmed by
the Court of Appeals In CA-G.R. 8SP. No. 20428, dated
August 27, 1980, and (ater on by the Supreme Court in the
case of the Commissioner of internal Revenue vs. The Hon.
Court of Appeais, The Court of Tax Appeals and GCL
Retirement Plan (207 SCRA 487), holding that employees’
trusts as well as the inoome of the pension trust are
tax-exempt, petitlioner Tiled with herein respondent
requests for the refund of the taxes wlithheld from the
interest earnings of the PLDT Fund (Exhs. "E" and “"F").

A8 no action was taken by respondent on petitioner’s
olaim for refund, the instant petition was Tiled on May
29, 1992.

in her Answer, respondent adduced the TfTollowing

Speolal and ATTirmative deTenses, thus:
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1. Petitioner has Talled to state
any oause of aotion under Section 204 of
the Tax Code, under whioh the Commissioner
of Iinternal Revenue allegediy may oredit
or refund taxes erroneousiy or jllegally
recelived.

“In the instant case, petitioner begs
\ the issue, as It has miserably falled to
show on the fTace of the petition that the

ool lection of the aforesald tax I|labllity
in the amount of P6,805,308.37 1ls Illegal
and erroneous as against the legal

presumption that the colleotion thereof Is
lawful and regular.

2. in addition, weli~-settled I8 the
doctrine that provisions on the tax refund
are oonstrued strictily against the

taxpayer as they are In the nature of tax
exemption.

3. Besides, Iin an aotion fTor refund
the taxpayer has the burden to show that
the taxes paid were erroneously or
lllegally pald and fTallure to do so Is
Tfatal to the aotion fTor refund.

4. Moreover, and in this case, the
colaim for refund is atiil under
investigation.

The question as to whether or not interest inoome
derived by an employees’ trust from Its investments is
exempt from inoome tax I8 settied In view of reasapondent’s
ooncession Iin Its Memorandum filled on September 20, 1986,
that indeed, retirement funds are exempt from the Tlinal
withholding tax on Interest Inoome Trom money placements.

Thus, the sole Iissue left for determination by this

Court is whether or not petitioner Is entitied to the

refund being sought fTor the period beginning OQOotober 18§,
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1984 to December 31, 1991 on the basis of the evidenoe
presented.

it Ie signifticant to note that one of the requisites
for a valld oclalm fTor refund 1is that it must be TfTiled
within two years ftfrom date of payment of the tax. Under

Seotlion 230 of the Tax Code:

S8EC. 230. Recovery of tax erroneously or
lllegally colleoted. - No s8sult or prooceeding
ehall be mailntained |In any court tor the
reoovery of any natlional internal revenue tax
hereafter alleged to have been erroneously or
lilegally assessed or colleoted, or of any
penalty claimed to have been colleoted without
authority, or of any sum alleged to have been
exoessive or in any manner wrongtully
collected, until a olaim for refund or oredit
has been duly flled with the Commissioner; but
suoh s8uit or proceeding may be maintained,
whether or not suoch tax, penalty, or sum has
bsen pald under protest or duress.

in any ocase, no such s8suilt or proceeding
shatll be begun after the expiration of two
years Tfrom the date of payment of the tax or
penaity regardliess of any supervening ocause
that may arise after payment: Provided,
however, That the Commiesloner may, even
without a written claim therefor, refund or
oredit any tax, where on the faoe of the return
upon whioh payment was made, such payment
appears oleariy to have been erroneousiy paid.

it is olear fTrom the aforecited law that the
counting of the two-year presoriptive period commences to
run from the date of payment of the tax and the paywment
of the Tfinal taxes on lnterist is oonsidered to be wmade

on the 25th day of the foljowing month atfter the close of
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sach oatendar quarter pursuant to Sectlon 61 (a) of the
Tax GCode, thus:

Seo. 61, Returns and payment of taxes
withheld at source.-(a) Quarteriy returns and
payment of taxes withheld. - Taxes deducted and
withheid under Section 50 shaill be covered by a
return and paid to the HRevenue Distriot
Officer, Colleotion Agent, or duly authorized
Treasurer of the c¢ity, or municlpality where
the withhoiding agent has hls legal residence
or prinocipal place of business, or where the
withholding agent is a ocorporation, where the
prinoipal offioe is looated. The taxes
deducted and withheld by the withholding -agent
shall be held as a speclial fund In trust for
the QGovernment until pald to the oollecting
offlcers. The Commissioner of Internal Revenue
may, with the approval of the Seoretary of
Finance, require these withholding agents to
pay or deposlt the taxes deducted or withhelid

at more Tfrequent intervals when necessary to
proteot the interest ot the Government. The

return for final withholding tax shall be filled
and the payment made wlithin 25 days from the
olose of each oalendar quarter; while the
return for oreditable withholding taxes shall
be Tited and the payment made not later than
the last day of the month folilowing the olose
of the quarter during which withhoiding was
made. (Undersescoring supplied)

Verlily, the taxes withheld from October 15, 1984 to
March 31, 1990 are barred by prescription, the judiolal
clalm for refund having been flled on May 29, 1882,

we now dwelil on the suffiolenocy of petitioner’'s
evidenoe a8 to the rest of iIts claims. To support its

olaim, petitioner adduced In avidenoe the tollowlng:
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a. Quarterly returns of final income taxes

withheld;

b. Contirmation receipts and payment orders to
show payment of taxes wlthheld on interest;

c. Financial reports to show the financial
oondlition of subject trust account;y

d. Statements of aoccount of petitioner from
Central Bank and Authority to debit demand
deposit account to show aotual payment to the
government of withhoiding tax through the debit
ct petitioner’'s account;

e, Statements of Special Savings Acoount to show
the interesat earnings of the subjeot trust
acoount on whioh basis the withholding tax was
oomputed and paid; and

T. Debit tlokets to sehow that interest income was
paid by petitioner to various acoounts
inoluding subjeot trust aooount.

Subsequently, petitioner submitted as additional
evidenoe the Inoome Statements of Trust Acoount No. 78~
044-1 In order to establish the amount of Inoome earned
by the PLDT Beneficial Trust Fund.

A oursory evaluation of the evidence submitted by
petitioner would reveal that petitioner falled to Tuily
establ ish the identity and participation of the assets ot
PLDT Fund to the Iinvestments made by herein petitioner
for the vyears 1990 and 1991. it Is to be noted that
exoept tfor the Statements of Special Savings Account and
the 1noomé Statements of _Truat Acoount No. 75-044-1,

there was no mention of Trust Account No. 76-044-1,

purportediy the +trust account number of PLDT BenefTiolal
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Trust Fund. The Court, however, cannot rejly soleiy on
the 1980 and 1991 income Statements submijtted by

petitioner tor the purpose of establishing the amount of
inoome earned by the PLDT Benefliolal Trust Fund for the
sald vyears, The 1990 Inoome Statement was unsigned,
unaudited and not testitled to by any of the alleged
signatories. The 1881 Income Statement, on the other
hand, was |lkewise unaudited and while signed by a
oertailn Ramon L. Bautista, Assistant Vice-President of
the Trust Investments Divislon, was also not testitTled
to by the sald person.

At most, we oan only rely on the Statements of
Speoial Savings Account whioh showed the I|list of
petitioner’s ollents inoluding PLDT and refleoted the

following amounts of taxes withheld from sald aoocount:

Speolal Savings Aoccount

Date Tax Withheld Exhs.

Nov. 1980 P 119,882.50 DDDDD
65,466.88 175,359.18  EEEEE

Total for 1990 P175!369.18

Special Savings Placements

Date Tax Withheld: Exhs.

01-26-91 P 56,333.33 Leiee-3
72,333.33 LLLLL-4
23,808.33 LLLLL-4
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the fact that petitioner fTailled to fuliy establish the
participation of the PLDYT Fund tn Its Investment
activities, We are Jeft with no recourse but to ¢grant
only such amount as has been duly proven. Gonsgldering,
however, that from the Income Statements submitted by
petitioner as well as from its Memorandum ftilled on June
27, 18997, petitioner Is asking only for the lesser amount
of P2,727,841.44 TfTor the vyear 18981, We are oonstralned
only to grant sald amount.

WHEREFORE, in view of all the fToregolng, respondent
Commissioner of internal Revenue I8 hereby ORDERED to
REFUND to petitioner the amount of F2,903,200,80,

computed as fToilows:

Tax withheld for 1980 P 175,359.18
1991 2,727,841.44
Total P2!903!200.60

80 ORDERED.

; .P\l, Q~Q1M&
ERNESTO D ACOSTA
Preslding Judge

WE CONCU

/
i Dy
AMON O. DE VEYR
Assoolate Judg

t:z
10 Q. $AGA
Asgoolate Judge
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CERTIFIGCATION

L heﬁob§~'qprflfyrthat tﬁls decision was ‘ragohéd
| affen qug» obhaﬁlfsflon_WIth the members  of the cdhrt,?qf
Taxuﬁpphgig in aqoofqanop'wltﬁ';SQotfdn 13, Arthf& Vil
Sf tﬁé‘Cénstltution. | | |
Gl =e . Cun,
ERNESTO D. ACOSTA

Presiding Judge
Court of Tax Appeals
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