REFUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

CITYTRUST BANKING CORPORATION,
as Trustee of various
Retirement Funds,

Fetitioner,

- NersuG C.T.A. CASE NUO. 4218

COMMISSIONER oF INTERNAL Fromulpgated =

REVENUE, JUN 05 1996

KRespondent.

DECISION

Herore s Tor consideration 135 a jundaicial claim for
the reiund of Ffinal taxes allegedly erronecusly  and/or
thdegally  withheld and collected from the incowe derived
by the above-caplioned wvariows retirement funds {funds
tor  brevity) from their respective  bank deposits and
investments in money market 7 placements, deposit
substitutes and securities duwring the calendar years 1985
and 12386 in the amount of 10, 181, &6k, 90 and
RO, g, 450, B0, respectively.

Hetitioner is & commercial banking corporation duly
organized  and 2alsbing under and by virtue of Fhilippine
Laws. It i authorized to perform  trust functions and

activities.,

6o
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DECISION -
C.T.A. Case No. 4218.

Yy petitioner tilea two sepavate written

[

Cong2auent
claims foy veioon with the Commissioner of lInternal
Hevenue, one on Recember 29, 187 for the year 1285 and
the othaor on January L, 13988 for the year 1986. Taken
together, the wliaimg amounted to &%, 176, 164,00, which
when broken down  consists of  the already aforementioned
Flo, iB8l, et 90 ang Hla, 344, 498,80 bYawes so  withbheld for
the years (%985 and 1984, respectively.

Hilepging  fthalt the fwo-yesar presuraptive  period to
commence  Judicral proceedings for the recovery of the tax
deomed erroneonsly and/oer illepgally zeoliected was aboat
to expire and that the olaims for refund weve «stbill
unacted wupon by Lhe Unwmissioner, pebtitioner elevatad 1ts
case right before this Lourd,

Hence, this appeal.

In its amended petition Filed on January 14, 1988.
HFetitioney wmawntained the  sawme arguments advanced before
the Commissionayr, and further alleged that the different
panking  and financral  instibtubions, which  inexplicably
includes dtself, continued to withhold taxes on  the
income of the funds from investments.

In answer, responded contended, inter alia, that:

al Any amocunt claimed to have been
withheld must be shown to have been paid to the

governmant, and in the case at bar, no showing
has been made; and

» l’)
b l-’w (&)
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by Lanbrary o petitioner’s pevoeplbion
anc  beliet, the exemption of employees trust
Tane s oo withholding  tax  on interest from
hank depusits and vield from deposit
substrtuies arose from Section 21 (d} and
24 (o) of  the Tax {Code, before amendment by
Presidential Decree  No. 1989 and not from
Ropublic Mot Noe. 4917 and Section 56 (b)) of the
Tax Code.

Later develppment would reveal that the legal issues
"wmosed by the parties have been eventually resolved by the
Honorable Supreme Loyt in Commissioner of Internal

5. Ra N QoK

-~
oy
L

Revenue V5. GEL Retirement Plan

Mavokl =3, L3y Qu? LBURK 487). It must be noted that the

Rem ¥
latlter wase affirmed {he decision of this Couvrt over the
same  whaooh was  deoketed a guo as  UTA Case No.o 3888,
SUMra. v upholding owe decision, the Honorable Supreme

Court stated, in part, thusly:

Min ose Far as  employees? frusts are concerned,
the foregoing provisions should be taken in relation
to then Yectlion D& () Lnow 53 (Y1 of the Tax Code,
a4 amended Dby Rep. Aot Mo, 19483, supra, which took
effert on =2 June 1957, this provision specifically
exempted euployvees? trusts from  income tax and is
repeated heveundese for enphasiss

“Section oh. Laposition ot Fat b e
(e Mppiieadbion  of Taxe. - The taxes impused by
thiis  Title upon ingdividuaals shall apply to the

income i estates oy o any kind  of property
held in Lrust.

by Exception.-—  The tax imposed by this
Title shall not apply to enplovees? Ltrust which
forms part of a pension, stock bonus or profit
shiaring  plan of  an employer for the benefrt of
some or ail of his employees ¥ x xX."

b
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"

barx-exemnption praviliege of empliovees?

Lrousd an ugistinguished Trowm any other Kound of

property held in brust, sprongs bthe forego:
Brovislon. 4 15 unambiguouns. Mlanifest
thevelvon a bivad Lhe I¥: fras singled out
pmplovess” Lruashs for btax exempbion,

Fvd v

2 2

b ly sy, b wvirtue of the ralison
3

de’etre behiaind Lhe ereation of employe=g?
trualts, Emploveers trusts oy berefit Dians
normally proviode seconomic assistance to

smplovees pon the gocurrance of certalin
contingencies, particularly, old ape
vetiremend, death, sichkness, or disability. It
provides secuwrity against  ecertain hazards to
which  menbers of  the HFlan mayv be exposed. bt
i  an  indepesndent and additional souwrce of
mretaection Tor the working group. What 15
more, it 15 established for ftheir exclusive
benet it and for no elbher parpose.

The tax advantage 1in Rep. Act No. 1983,
Section Uk (), was conceived in order Yo
encourage  the formation and establishment of
such private Flans for the benefit of laborers
and -employses oubtside of the Social Security
Act. Enlightening is a portion ot the
explanatoery rnote to H.B. No. &503, now R.A.
12843, reading:

‘ “Considering that under Section 17 of the
Hocial Security fet, all contributions
collected and payments of sickness,
unemployment, retivement, disability and death
benetits made tihereunder together with the
income of the pension trust are exempt from any
Lax, assessment, Tee, or charge, it is proposed
that a similar systewm providing for retivement,
ets. benefits Tor employees outside the Social
Secuwrity Act be exempted from income taxes.*
(Congressional Record, House of
kepresentatives, Vol. 1V, Fart &, No. &7, .
18549, lay 3, 19573 cited in Comwmissioner of
Internal Revenue vs. Visayan Electric Co., et
al., G.R. No. =zZell, 27 May 1968, 23 SCRA

g

iUy italics supplied.

It is  evident that tax—exempbion is
likewise to be enjoyed by the income of the

Hou
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penzion brusi. Otherwiss, taxation of those
earnings would resull in a diminution of
accunlayad income and reduace whatever the
trust  bensficiaries would receive out of fthe
truast 1 und. This would run afoul of the very
intendment of the law.

The only remaining issue to be resolved thus is the

anititliement of pehitioner to its clalm based on
e iden Ces presen ted.

We vesgolve Lo deny this petiition.

s borne by  the records, petitioner adduced
evidence the following exhibits, to wits

1a} e various trust  agreements, the
retivement  plans, and BIR letters of approval
of  the vetrrement plans as complying with the
veguivements of RO Mo. 4917 (Exhibits A" to
LY and R8T fto UMY, all inclusive of sub-

martangs )y

e d Non-plegotiable Promissory  Notes and
the corvesponding Fiwed Incowme Securities
Flacements (Exhibits "NNY to "44 U-17");

) G} Liist ef  investments in interast
bearing loans made hy petitioner's Trust and
investment  Deparitment in  behalf of the various
Funds for the years 1985 and 1986
(Exhibits "45-B" to "AL-B-E4)

4.3 Hummary of  the Fromissory Notes

(Exhiibits 450" to "40-U-S527)

.2 Guarterly Returns of Taxes Withheld
on ‘7 interest Faid by Ranks and Guasi-bBanks
prepared  and filed by Fetitionevr's Trust and
Investment Department {Exhibits 45Dt to
"45-M", all dinclusive of sub-markings)j; and
lTastly,

£ 2 the testimony of witness,

Mz Kemedios fHbello on the foregoing
exhtibits.

boa
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18] s ory evaluation of  the aforequoted exhibits

would  readily show us that petitioner failed to establish

of tite assets of =zach of

the ddentity and o=
the funds involved herein to the specific investments

4

twent Department for the years

by dits (rust and Inve
1985 and | 1380,

Mowhere amang  bhee submitted exhibits and the
contents  oif Lhe  lUransceript of  stenographie notas of the
hearings conducted in the case at bar could we find any
mention of the pardirmolay frust oy gsavings account number
of each of the funds as having beesn  engaged 1In  an
inwvestment  activity of evein trustee  Forv and in their
cehalf.

At the very least, the trust account numbers listed

in  the vari: Fived-income Secwities Flacements (FISR),

supra,- counld have tbtaken care of the situation if indeed
they ©trualy vepresent the funds, but petitioner simply did
not  bother te adentify and introduced in  evidence the
trust  or savings  account number of each the Funds and
from there exerted vigilant effort to correlate them to
those listed 1in the FISF in  order to prove théir
indubitable participation therein.

Moreover, the Guarterly Returns of Taxes Withheld

submitted by petitioner as praof of withholding and

Ty

Ho AN
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3

vemittanoe of the Lawxes to the BIR de not establiseh with

certainty  the fagt of actual remittance of all the taxes
50 Wwithielid 1vom the income of the funds. e have

observed that the total of the withholding ftaxes remitted

oo e

to the BIR per rebturns  amounted to HI5,0805,057.632 as

caompared to the amount of the claim which is
Sty LT, 164, 00, We fave also noted that the returns were

all fFiled i1n behalf of Litytrust Banking Corporation, as

a withholding agent. On this point, we would 1like to
refer to one of the ultimate facts alleged by the

petitioner in its awmended petition for review which we
guote, in part, thus:

iy, In 1983 and 1986, petitioner, 1in the

exercise of its pOWers as trustee and
investment managerv, deposited, invested and

reinvested the assets of the Funds in savings
and  time deposits, money market placements, and
in securities (including government securities,
such  as Treaswy Bills) with various banking
and financial institubtions, including Uitibank

N. Citylrust Banking Corporation and
Multinational Eancorporation, from which the
Funds =2arned income. The said banking and
financial institutions, however, erroneously

and/or  illegally withheld the final tax of 15%
provided under the former Section &1{d), now
Section Zite), in relation to the forner
Section B3d4d), now Section S1(a), of the NIRC,
from the income or yield derived by the Funds
on  varicus dates during calendar years 1389 and
1988, as follows:

HKHX HHX KUK

the ampunt of tHaxes stated above were withheld
By different banking and financial institubions

—

3o
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Py LEno: un b WS Deconbey SIEION
2 D far iy o thie dates indicated on__ the
seintedule  hereto attached as fAnnex "0 Lo Torm
intteural part hereof.®

~iy
o

St
fn

L.
’1
i
——
'

H

Based on the above allegation, it s clear that the
amount of the ftanes withheld and being claimed by
petiticone:  for refund was witihheld by different banking
gnd fingncial snatitutaions For the years 1385 and 1386,
While petirbionsr is  incladed as  ane of the instilations
Just  stated. We can  rot  understand why 1t iz only
presenting 1bs own  rebtuarns of  taxes withheld for  the

entire amount of thie claitm  when it  admits of the fact
that UthéP banking  financial institutions a&also withheld
taxes on the alleged transactions entered into by the
funds., Gueh other institutions were obviously the ones
wiho remibted the final taxes they withheld from their own
ﬂeallng witiv tihe Funds.

ﬁetitimnew, as trustee, should have endeavored to
prove the actual remithance of the taxes so withheld from
the income derived by the funds from their respective
transactions with the other institutions.

In addition, the submitted guarterly returns do not
demonstrate the Tact that any of the taxes alleged to
have been withheld really forms part of the larger amount
actually veaitted to the BIR by herein petitioner, in the

absence of a detailed and complete schedule of all the

b(}"ﬁ
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inds  of final taxes withheld by it  where the particular
kind and amount of tax involved herein can be verified
and segregated as part of the whoele remittance.

The preceding circumstance is even made worse by the
lack of any evidence on tThe income allegedly earned by
_the Funqg frrom the other institubtions. Consequently, We
can never determine the specific amount of taxes withheld
by such institutions.

Without evidence on  the amount of taxes that were
withiheld Dby the other institutions, plus the Ffact that
petitioner failed to establish the participation of the
funds in  its | pwn investment activities as above
discussed, We are thus left with no recourse but to
reject the insbtant uiaimu

"1t  wust be stressed at this point thet a refund of
taxes partakes the nature of a tax gxemption angd 1
construed in strictissimi  Juris against the bLaxpaver and
in faver of  trne tawing aathority.” {CIR vs Rio Tuba
Nickel Mining Corp., 207 SCRA 549 .

Fresocinding from the above, we have likewlse
observad that petitioner failed to submit esvidence on its
cwlaim  for the vear 1986, except for the guarterly returns

and a vary faw promissory notes covering the month of

January. fAlso, the claim for the first thres guarters of

bou
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1985 has already prescribed, because the payment of the
tax forlthe third guarter of 1985 was made on the 25th
day of UOctober following the close of said guarter as
reguired by Section 54 of the Tax Code (1984, ed.) and
which when reckoned from the date o%. filing of herein
hétitioh. on December &9, 1987 is clearly shown to be way
beyond the two-year prescriptive period for the filing of
a Jjudicial claim as provided in Section 292 of the same
Code.

WHEREFORE, in view of insufficiency of evidence, the
instant Fetition for Review is hereby DISMISSED for lack
of merit.

S0 ORDERED.

itz - G i,

ERNESTO D. ACOSTA
Fresiding Judge

WE CONCUR:

Leave)
MANMEL K. GRUBA
RAspociate Judpge

’ /

4! V.
RAMON O. DE VEY
Associate Judg

~
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CERTIFICATTION
I hereby certify that this decision was reached
after due consultation amonyg the members of the Court of
Tax fAppeals in accordance with Section 13, Article VIIIX
of the Constitution.

| Q\A..x:m~®\,@\_

ERNESTO D. ACGSTA
Pregiding Judge
Court of Tax Appeals



