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In the meantme, the present case was transferred from the Third Division
of this Court to its Second Division, per the Resolution dated June 01, 2023.”

Petitioner’s Memorandum was submitted on September 07, 2023.%8
This case was considered submitted for decision on September 14, 2023.%°

Hence, this Decision.
The Issue

The parties stipulated the following issue for this Court’s resolution, to

“Whether or not Petitioner is entitled to the refund of the
amount of Php21,616,914.71 representing its alleged excess and
unutilized input VAT attributable to its zero-rated sales of services
for the four (4) quarters of calendar year 2018.7%

Petitioner’s arguments:

Petitioner argues thatitis a VAT-registered entity; that its sales of services
to persons who are engaged in business conducted outside the Philippines are
zero-rated sales; that it paid or incurred input VAT during the period of claim
which are properly substantiated in accordance with law and regulations; that the
input VAT paid or incurred by petitioner are attributable to zero-rated sales; that
the input VAT have not been applied against output taxes during and in the
succeeding periods; and that petitioner’s claim for refund was filed within the
mandatory period provided under the law.

Respondent’s counter-arguments:

Respondent contends that petitioner must comply with all the requisites
provided by law in order to be entitled to a refund; that petitioner failed to
substantiate its claim for tax refund at the administrative level resulting in the
denial of its claim for VAT refund, hence, its judicial claim should also be
dismissed; that petitioner’s big-ticket purchases from Tesoro Alegre, Inc. and

3 Id., Notice, p. 819. F
3 Id, pp. 827 to 863.

3 Id., Minute Resolution dated September 14, 2023, p. 864.

40 Id,, Stipulated Issue, JSFI, p. 323.
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108(B)(6), the input taxes shall be allocated ratably between his
zero-rated and non-zero-rated sales.

XXX XXX XXX

(C) Period within which Refund of Input Taxes shall be Made. — In
proper cases, the Commissioner shall grant a refund for creditable
input taxes within ninety (90) days from the date of submission of
the official receipts or invoices and other documents in support of
the application filed in accordance with Subsections (A) and (B)
hereof: Provided, That should the Commissioner find that the grant
of refund is not proper, the Commissioner must state in writing the
legal and factual basis for the denial.

In case of full or partial denial of the claim for tax refund,
the taxpayer affected may, within thirty (30) days from the receipt
of the decision denying the claim, appeal the decision with the
Court of Tax Appeals: Provided, however, That failure on the part of
any official, agent, or employee of the BIR to act on the application
within the ninety (90)-day period shall be punishable under Section
269 of this Code.”

Under the above cited section, there are certain requisites which the

taxpayer-applicant must comply to successfully obtain a credit/refund of input
VAT, as follows:

As to the timeliness of the filing of the administrative and judicial
claims:

1. the refund claim is filed with the BIR within two (2) years after
the close of the taxable quarter when the sales were made;*™

2. 1n case of full or partial denial of the refund claim rendered
within a period of ninety (90) days from the date of submission
of the official receipts or invoices and other documents in
support of the application, the judicial claim shall be filed with
this Court within thirty (30) days from receipt of the decision;

With reference to the taxpayer’s registration with the BIR:

42 Intel Technology Philippines, Inc. v. Commissioner of Internal Revenue, G.R. No. 155732, April

27, 2007; San Rogue Power Corporation v. Commissioner of Internal Revenue, G.R. No.
180345, November 25, 2009; and AT&T Communications Services Philippines, Inc. .
Commissioner of Internal Revenue, G.R. No. 182364, August 03, 2010.
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Last Day to File
Close of the Administrative
2018 Period Taxable Quarter Claim

quarter March 31, 2018

1 January 01, 2018 to March 31, 2018 March 31, 2020

2nd April 01, 2018 to June

quarter 30. 2018 June 30, 2018 June 30, 2020
u , _|
3 July 01, 2018 to September 30,
quarter | September 30, 2018 September 30, 2018 2020
4th October 01, 2018 to December 31,
quarter | December 31,2018 December 31, 2018 2020

However, pursuant to Sec. 4(z) of RA No. 11469 dated March 24, 2020,%

the statutory deadlines and timeliness for the filling for the tax refunds were
extended, to wit:

“(z) Move statutory deadlines and timelines for the filing and
submission of any document, the payment of taxes, fees, and other
charges required by law, and the grant of any benefit, in order to
ease the burden on individuals under Community Quarantine;”

To implement the above law, Revenue Regulations (“RR”) No. 7-2020

dated March 27, 2020 > was issued extending the Application for VAT
Credit/Refund Claims to April 30, 2020, while the later RR No. 11-2020 dated
April 29, 2020 further extended the deadlines for filing to May 30, 2020 or thirty
(30) days from the date of the lifting of the quarantine,*® whichever comes later.

Thereafter, the Inter-Agency Task Force for the Management of

Emerging Infectious Diseases issued Resolution No. 40, Series of 2020 dated
May 27, 2020, placing all highly urbanized cities of the National Capital Region
(“NCR”) under General Community Quarantine (“GCQ”) beginning June 01,
2020.

v

56

57

58

AN ACT DECLARING THE EXISTENCE OF A NATIONAL EMERGENCY ARISING FROM THE
CORONAVIRUS DISEASE 2019 (COVID-19) SITUATION AND A NATIONAL POLICY IN
CONNECTION THEREWITH, AND AUTHORIZING THE PRESIDENT OF THE REPUBLIC OF THE
PHILIPPINES FOR A LIMITED PERIOD AND SUBJECT TO RESTRICTIONS, TO EXERCISE
POWERS NECESSARY AND PROPER TO CARRY OUT THE DECIDED NATIONAL POLICY AND
FOR OTHER PURPOSES, otherwise known as "Bayanihan to Heal As One Act”.

Implementing Section 4(z) of Republic Act No. 11469, otherwise known as “Bayanihan to Heal
As One Act”, particularly on the extension of statutory deadlines and timeliness for the filing
and submission of any document and the payment of taxes.

The term “quarantine” used herein shall mean any announcement by the National Government
resulting to limited operations and mobility, including, but not limited to, community
quarantine, enhanced community quarantine, modified community quarantine, and general
community quarantine. (Section 2, RR No. 11-2020).
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For the VAT zero-rating of its sales/receipts, petitioner invokes Section
108(B)(2) of the NIRC of 1997, as amended, which reads as follows:

“SEC. 108. Valne-Added Tax on Sale of Services and Use or Lease
of Properties. —

XXX XXX XXX

B) Transactions Subject to Zero Percent (0%) Rate. — The

following services performed in the Philippines by VAT-
registered persons shall be subject to zero percent (0%0) rate:

(1) Processing, manufacturing or repacking goods for other
persons doing business outside the Philippines which goods are
subsequently exported, where the services are paid for in acceptable
foreign currency and accounted for in accordance with the rules
and regulations of the Bangko Sentral ng Pilipinas (BSP);

(2) Services other than those mentioned in the
preceding paragraph rendered to a person engaged in
business conducted outside the Philippines or to a
nonresident person not engaged in business who is outside
the Philippines when the services are performed, the
consideration for which is paid for in acceptable foreign
currency and accounted for in accordance with the rules and
regulations of the Bangko Sentral ng Pilipinas (BSP);”"!

Preceding from the foregoing, certain essential elements must be present
for a sale or supply of services to be subject to the VAT rate of zero percent
(0%), under Section 108(B)(2) of the NIRC of 1997, as amended, to wit:

1. The recipient of the services is a foreign corporation, and the
sald corporation is doing business outside the Philippines, or 1s
a non-resident person not engaged in business who is outside
the Philippines when the services are performed;’

L Emphasis supplied.

72 Sjtel Philippines Corporation (Formerly Clientlogic Phils. Inc.) v. Commissioner of Internal
Revenue, G.R. No. 201326, February 08, 2017; Commissioner of Internal Revenue v.
Burmeister and Wain Scandinavian Contractor Mindanao, Inc., G.R. No. 153205, January 22,
2007; Accenture, Inc. v. Commissioner of Internal Revenue, G.R. No. 190102, July 11, 2012.
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be allowed to apply the same as scheduled until fully utilized:
Provided, That in the case of purchase of setvices, lease or use of
properties, the input tax shall be creditable to the purchaser, lessee
or licensee upon payment of the compensation, rental, royalty or
fee.

XXX XXX XXX

Once the input tax has already been claimed while the
construction is still in progress, no additional input tax can be
claimed upon completion of the asset when it has been reclassified
as a depreciable capital asset and depreciated.”

Relative thereto, Section 4.110-8 of RR No. 16-2005 provides for the
substantiation requirements of input tax credits, as follows:

“SEC. 4.110-8. Substantiation of Input Tax Credits. —

(2) Input taxes for the importation of goods or the domestic
purchase of goods, properties or services is made in the course of
trade or business, whether such input taxes shall be credited against
zero-rated sale, non-zero-rated sales, or subjected to the 5% Final
Withholding VAT, must be substantiated and supported by the
following documents, and must be reported in the information
returns required to be submitted to the Bureau:

(1) For the importation of goods - import entry or other
equivalent document showing actual payment of VAT on the
imported goods.

(2) For the domestic purchase of goods and properties
— invoice showing the information required under Secs. 113 and
237 of the Tax Code.

(3) For the purchase of real property — public instrument i.e.,
deed of absolute sale, deed of conditional sale, contract/agreement
to sell, etc., together with VAT invoice issued by the seller.

(4) For the purchase of services — official receipt showing
the information required under Secs. 113 and 237 of the Tax Code.

rl
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A cash register machine tape issued to a registered buyer
shall constitute valid proof of substantiation of tax credit only if it
shows the information required under Secs. 113 and 237 of the Tax

Code.”

Verily, to prove entilement to credits for input taxes due or paid,
petitioner must not only present the supporting documents prescribed under
Section 4.110-8 of RR No. 16-2005, but also, these documents must comply with
the invoicing requirements under Sections 113(A) and (B), 237 and 238 of the
NIRC of 1997, as amended, as implemented by Section 4.113-1(A) and (B) of

RR No. 16-2005.

For the four (4) quarters of CY 2018, petitioner reported unutilized input
VAT of Php21,616,914.71 arising from its amortization of input tax on
purchases of capital goods exceeding Php1Milion, domestic purchases of goods
other than capital goods, domestic purchases of services, and services rendered
by non-residents, which is the subject of the present claim for refund, as shown

below:

1* Quarter

2" Quarter

3 Quarter

4™ Quarter

(Exhibit “P-9-2”)

(Exhibit “P-9-
4’7)

(Exhibit “P-9-6)

(Exhibit “P-9-87)

CY 2018

Input tax
deferred on
capital goods
exceeding
Php1Million
from
previous
quarter

Php8,926,236.51

Php8,405,290.39

Php7,705,883.19

Php7,076,596.46

Php8$,926,236.51

Add:
Purchases of
capital goods
exceeding
Php1Million
this quarter

597,196.80

577,671.43

546,593.08

412,937.15

7134,398.46

Less: Input
tax on
purchases of
capital goods
exceeding
Php1Million
deferred for
the
succeeding
eriod

8,405,290.39

7,705,883.19

7,076,596.46

6,429,585.01

6,429,585 01 |

Amortization
_QF innut tax

Php1,118,142.92

Php1,277,078.63

Php1,175,879.81

Php1,059,948.60

Phn4,631,049.96

r/
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TIN, address and ATP) based on the

2017 ICPA report (CTA Case No.

10121)

Total

Php6,>47.175.06

The Court agrees that the above input VAT of Php6,547,175.06 must be
disallowed for failure to comply with the invoicing and substantiation
requirements under the VAT law and regulations.

disallowed for the following reasons:

In addition, input VAT in the amount of Php11,892,007.95 shall be

Invoice No.
Exhibit No. Date / OR No. | Name of Supplier Tax Base Input VAT
1) Purchases of services supported by VAT ORs but the nature of the services is
not indicated thereon
“P-27-1317 | 15 February | OR No. 2- | AYALA PROPERTY 196.42 23.57
2018 01281331 MANAGEMENT
CORP
“P-27-133” | 10 January | OR No. 4167 | BV CUISINE INC 2,928.58 351.43
2018
“P-27-134” | 18 January | OR No. 4195 | BV CUISINE INC 2,714.00 325.68
2018
“P-27-135” | 24 January | OR No. 4224 | BV CUISINE INC 3,044.58 365.35
2018
“P-27-136” | 28 February | OR No. 4356 | BV CUISINE INC 6,459.75 775.17
2018
“P-27-139~ 26 January | UR No. 2979 | Continental Rental & 10,150.00 1,218.00
2018 Tours. Inc.
“P-27-139” | 26 January | OR No. 2979 | Continental Rental & 2,500.00 300.00
2018 Tours. Inc.
“P-27-13y" | 26 January | OR No. 2979 | Continental Rental & 3,300.00 396.00
2018 Tours. Inc.
“P-27-139” | 26 January | OR No. 2979 | Continental Rental & 3,300.00 396.00
2018 Tours. Inc. .
“P-27-150” | 14 February OR No. GLOBE TELECOM 329,523.08 39,542.77
2018 3543684
“P-27-1517 14 March OR No. GLOBE TELECOM 320,192.83 38,423.14
2018 3556544
“P-27-152” | 19 February OR No. INNOVE 4,008.08 480.97
2018 0786215 COMMUNICATION
S INC
“P-27-153” | 14 February OR No. INNOVE 4,075.08 489.01
2018 0782139 COMMUNICATION
S INC
“P-27-154” 14 March OR No. INNOVE 4,209.00 505.08
2018 0796167 COMMUNICATION
S INC
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“P-27-561” 28 OR No. INTELLICARE 400,975.00 48,117.00
December 0037613
2018
“P-27-5617 28 OR No. INTELLICARE 307,691.00 36,922.92
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 96,274.00 11,552.88
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 374,401.00 44,928.12
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 50,971.00 6,116.52
December 0037613
2018
“P-27-561 28 OR No. INTELLICARE 172,327.00 20,679.24
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 31,156.00 3,738.72
December 0037613
2018
“P-27-561> 28 OR No. INTELLICARE 145,119.00 17,414.28
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 261,347.00 31,361.64
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 15,578.00 1,869.36
December 0037613
2018
“P-27-5617 28 OR No. INTELLICARE 149,514.00 17,941.68
December 0037613
2018
“P-27-561” 28 OR No. INTeLLICARE 80,696.00 9,683.52
December 0037613
2018
r-27-561” 28 OR No. INTELLICARE 62,635.00 7,516.20
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 18,384.00 2,206.08
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 15,578.00 1,869.36
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 55,130.00 6,615.60
December 0037613
2018
“P-27-561” 28 OR No. INTELLICARE 161,799.00 19,415.88
December 0037613
2018

Ib
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Valid Input VAT Php 3,177,731.70
Divided by: Declared Zero-Rated Sales/Receipts 888,5603,454.98
Multiplied by: Valid Zero-Rated Sales/Receipts 883,293,500.0u
Input VAT Attributable to Valid Zero-Rated
Sales/Receipts Ph23,158,884.98

The subject input taxes have not
been applied against output taxes
during and in the succeeding
quarters.

As already pointed out, petitioner had no reported output tax for the four
(4) quarters of CY 2018 as its reported sales/receipts were all zero-rated
sales/receipts.” Thus, it had no output VAT against which the input VAT claim
of Php21,616,914.71 may be applied or credited. Moreover, the amount of
Php21,616,914.71 was deducted as “V.AT Refund/TCC claimed” in the 1%
Quarterly VAT Return for CY 2019, preventing the carry-over or application
of such input taxes in the next taxable quarter/s. Hence, petitioner is deemed to
have fulfilled the #nth requisite for the refund/tax credit of input VAT under
Section 112(A) of the NIRC of 1997, as amended.

In fine, petitioner has sufficiently proven its entitlement to the refund in
the amount of Php3,158,884.98, representing excess and unutilized input VAT
attributable to its zero-rated sales for the four (4) quarters of CY 2018.

WHEREFORE, in light of the foregoing considerations, the present
Petition for Review is PARTIALLY GRANTED. Accordingly, respondent is
ORDERED TO REFUND in favor of petitioner the amount of
Php3,158,884.98 representing petitioner’s excess and unutilized input VAT
attributable to its zero-rated sales/receipts for the four (4) quarters of CY 2018.

SO ORDERED.

Q\(. /é.dcb’,\ -7 L
MA. BELEN M. RINGPIS-LIBAN

Associate Justice

3 Id.,, Exhibits “P-9-2”, “P-9-4", “P-9-6" and “P-9-8", pp. 679, 688, 696 and 703, respectively.
% Id, Line 23D, Exhibit “P-10”, p. 707.
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WE CONCUR:

cﬁ% ¢ ‘FLORES

Associate Justice

ATTESTATION

1 attest that the conclusions in the above decision were reached in
consultation before the case was assigned to the writer of the opinion of the
Court.

MA. BELEN M. RINGPIS-LIBAN

Associate [ustice
Chairperson

CERTIFICATION

Pursuant to Article VIII, Section 13 of the Constitution, and the Division
Chairperson’s Attestation, it is hereby certified that the conclusions in the above
Decision were reached in consultation before the case was assigned to the writer
of the opinion of the Court.

ROMAN G. DEL ROSAR
Presiding [ustice




