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P107,556,499.00. The reason being that the 20% sales discount is no longer treated as a
deduction from gross income but rather as a tax credit. Nevertheless, only the direct cost
of the 20% sales discounts shall be allowed as tax credit and not the entire amount of the

20% sales discounts.

In sum, only the direct cost of the substantiated amount of 20% sales discounts of

P556.629.05 shall be allowed as tax credit which is P505,755.73, computed below:

Net Sales P 107,556,499.00
Add: 20% Sales Discounts to Senior Citizens 577,521.50
Gross Sales P 108,134,020.50
Cost of Sales P 98,251,071.00
Divided by Gross Sales P 108,134,020.50
Percentage of Cost of Sales to Gross Sales 90.860462%
Multiply by amount of 20% Sales Discounts to Senior

Citizens for 1996 duly substantiated by cash slips P 556,629.05
Allowable Tax Credit P 505,755.73

Consequently, a re-computation of Petitioner’s 1996 income tax liability using the
above figure of P505,755.73 as allowable tax credit will result to an overpaid income tax

of P303,623.66, as follows:

Net Sales P 107,556,499.00
Add: 20% Sales Discount to Senior Citizens 577.521.50
Gross Sales P 108,134,020.50

Less: Cost of Sales

Merchandise inventory, beginning P 11,620,255.00

Purchases 109,454,698.00

Total merchandise available for sale P121,074,953.00

Less: Merchandise inventory, end ' 22.823,882.00 98,251,071.00
Gross Profit P 9,832,949.50
Add:  Miscellaneous Income _.123,985.00
Total Income P 10,006,934.50
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