REUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

ASIAN TRANSMISSION CORPORATION,
Petitioner,

e TELLE C.T.A. CASE NO. 3380

THE ACTING COMMISSIONER
OF INTERN™". REVENUE,
Respondent.
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DECISION -
CTA CASE NO. 3380

Three Hundred Million (¥300,000,000) executed on
August 10, 1977.

Likewise, petitioner entered into loan
agreements with the Nissho-Iwai Co., Ltd. (Missho-
Twai , for brevity}, also & corporation chualy
arganized and existing under ths laws of Japan, in
the amounts of Japanese Yen Ong Hundred Twenty
Seven Million Five Hundred Thmus%nd (¥127,500,000)
and Japanese Yen Thiree Hundred Million
(¥Z00,000,000) on April 15, 1975 and August 10,
17277, respectively.

For the Zrd and 4th quarters of 1979 and 1st,
Znd, Zrd o and 4th quarters of 1980, petitiomner paid
interest on the loans extended by Mitsubishi paying
withholding taxes thereon amountinq.tm F258,462.751,
the details of which are as follows:

CONFIRMATLON DATE OF WITHHOLDING

QUARTER RECEIPT NO, RECEIPT NO.  PAYMENT TAX_PAID
1979

3RD 2270945 " 2574588 10.21.79 P 41,010.49
ATH 2374861 2846460 01.18.80  _ 40,567.76
TOTAL P B81,578.23

o
I-l



DEOTBION ~
COH DREE M- SSEG =

A
s
hzigein

thE R B

[y end hee Le%, WEE, Nl

VEO, smbtlitigner Sald wlihkalgi

sEvqienYe Gn  tha Ickne Esaligr
wmallatimg bn PERE, TN 0Y, deta
ol toks

_ A AR o

iR

TR
R

eEL
15T

1M
£ BT

k. BT s
i el LI 0,540
T S7RINE SRR 5 B4l
ik
HRAEY 4TI
nergET er - 1o & Tebiters  dalted
AEUL Y perzfvong Aslas TrasgnlEgi0E,

”‘Fﬂ'

&

LR
NE®
(-0, 5%
EER R

&
1 g

o

et

o3 =

BHIE O
FRVEELY

LT

hi g

8, 51

PR
Pgees oy

B,

5 3, 4874

CHIER

ﬂ?rm' '
- B

paat, 43t

=ta* k=mg of
Puak-Egry 5

S Largal

NisS e Tual

LT ATE a=

WY R
i~ E! i

T 3, 0004
e ST, 1%

Lo

" RE
i AT
&, 83 1
TS
HiT 0850
Beptasiher

W g L



DECISION -
CTA CASE NO. 3380

auditors, filed with respondent’s Bureau a claim
for  refund of the aforementioned amounts of
FR5R,462.731 and F258,77%.07, i a total af
Fa17,225.38, alleging that the loans were extended
to petitioner by the BExport-Import Rank of Japan
(Eximbantk, for short) throuwgh Mitsubishi ancl
Nissho-Iwai, and therefore exempt from Fhilippine
withholding tax .on  income pursuant to the then
Section 29(Y(8), supra, of the National Internal
Revenue Code, Excimbani being a financial
institution owned and controlled by the government
of Japan.

O Qotober 15, 1981, petitioner filed its
petition for review with this Court in accordance
with Section 292 of the applicable Natimngl
Internal FRevenue Code, to which respondent filed
his answer denying the claim for refund.

Are petitioner’'s iﬁtere%t payments on  its
loans from Mitsubishi and Nissho-Iwai exempt from
withholding taxes?

It will greatly csimplify matters if the
provisions of law involved, and factual situations

related thereto, that are beyond dispute, brex

reduced to basic legal propositions, to wit:
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DECISION -
CTA CASE NO. 3380

’financing institutions  owned, controlled, or
enioying refinancing from foreign government nor
international or regional financing institutions
established by a foreign government, . They are
foreign corporations orgarrtzed and existing under
the laws of Japan.

The guestion therefore is whether the interest
paymants of petitionsr Asian Transmission on the
loans contracted with HMitsubishi and Nissho-ITwai
are  income received from the investmernts in  the
Fhilippines in loans by Eximbank of Japan.

A reading of the loan agreements entered into
on April 15, 1975 and August 10, 1977 and the
amendments sxecuted on September 5, 1977 by and
between Mitsubishi and petitioner A ian
Transmission, and by and between Missho-Iwai and
petitioner Asian Transmission will readily show
that the contracts created a creditor-debtor
relationship only between Mitsubishi and Asian
Transmission, and Nissho-Iwai and Asian Trans—
mission., {pp. 16~29, BRIR recordss pp. %5-49, RIR
records; pp. 90-67, BIR records.) Mitsubishi and
Nissho-Twai obligated themsolves to provide funds

{ 1oamns) to Asian Transmission. To comply - and

N
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-

Fhilippines in  loans by Eximbank of Japan. [T

expressly el clearly provided in the loan
agreementa‘mf borrower Asian Transmission in favor
of dits lenders Mitsubisbi  and Nissho-Iwai, all

payments of principal and shall he made to

the lenders by telegraphic transfer to such bank
account in Tokyo, Japan as will he designated by
the lenders. (pp. 25 BW7-71, BIK recordes. )
Nothing there in  the loan agreements speaks of
interest pavable to Exdimbank of Japan. The terms
of the loan agreements provide the safest guide as
to the nature of the contracts and the intemtion of
the parties.

HWe e N significance therefore in the
certification dated March 15, 1982 (E:h. A) issued
by the OChief Representative of the E%p@rthmpmrt
Bank of Japan for the FPhilippines stating that the
loans  contracted by petitioner with HMitsubishi
Motors Corporation and Missho-Iwai Co., Ltd., were
financed and guaranteed by the Export-Import Baﬂk
of Japan. Ty bhegin  with, the certification
(Exh. A) ds only a xerox or photo Capy. It does
not  bear the seal of fhe Export-Import Rank of

Japan or the office of ite chief representative in

47 1%
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the Philippines. SGecondly, as  aptly stated by

Fesponrient the grnature AQRPEaring above the

o

typewritten reame Shunsuke Arak i a% chief

e pr

entative of the Fuport-Import Bank of Japan
i the Fhilippines was never ddentified by a
competent witness. Meither Mr. Shunsuke Araki, a

responsible official of the said Bank who certified

too the fact that the loans of petitioner with
Mitsubishi arel Missho-Twal were quaranteed and

Fimanced b Eximbank of Japan o his authorized
Y f 5

represenhtative, was presented as wiltness to explain

o olarify the b

ank ' s acitual narticipation 0r

involvement in the loan transactions. Then, the
certification is dated March 15, 1982, after the
claim for o fund of alleged erronecus pavments of

withholding tax had already been filed with the

Ror s an

of Intermal Revenue on September 273 1281

2o e

anc  the petition for review was filed with this
Court on Dotober 15, 1981, Hence, Exhibit A could,
at best, be no more than an  afterthought which
might provide support for the «claim for refund.
But more importantly, the certification that the

loans extended by Mitsubishi and Niss)

wr-Twai  to

petitioner Asian Transmission does not prove that
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" bhe interest payments of petitioner Al Aan

o Twald on loans

Teanemission to Mitsubishi and Ni
merended by them are income received from  the
investments  in the Phifippinmﬁ in‘ loans by the
Export-Import Bank of Japan.

T suppart its C AU, petitioner cites

Mitsubishi Metal Corporation and Atlas Consolidated
Mining & Development Cmrmaratjmw ve .  Commissioner
of Internal Revenue, OTA Case Mo. 2801, April 18,
179808 and Miteubishi . Metal Corporation, et al. wvs.
Commissioner of  Internal Revenue, OTA6 Case Ro.
ZOLD, Jarmua -y 19, 1981, which are pending appeal in
the Supreme Court, but in hoth cases, Mitsubishi

ohtained the loans as conduit of the Export-Import

Baznk of Japan and & comsortioam of private Japanese
banks  financed by the  Government of  Japan. (13

correctly pointed oult by respondent, the said cas

invalyve a contract o f 1Dén and sale  wherein
Mitzubishi Metal Corporation arranged, as agent, to
secure  a  loan  for Atlas  Consolidated Mining &
Development Corporation to finance the insztallation

of a new concentrator in Atlas’ Bigaa Area intended

to expand the productive capacity of its Toledo

mines, antd Atlazs agreed to sell to Mitsubishi the
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’

‘mther words, exemptions from  tadation are to be

construed in strictissimi furis against the

taxpayer ar.d liberally in  favor of the taxing
aunthority. (Jai—-Alai Corporation vs. Collector,
106 Frnil. TR Esso Standard Eastern vS.
Commissioner of Customs, L-21841, Oct. 28. 196&, 25
SCRA 4883 Phil. Acetylene vs. Commissioner of
Internal Revenue, L-19707 ., August 17, 1967, 20
SCRA  1L0%4y Commissioner of Internal Revenue vs.
Guerrero, L=R0942, Sept. 22, 1947, 21 SCRA 180,)
The exception contained in the tax statutes must be
strictly construed against the one claiming  the
exemption becawse the law does not look with favor
on tax exemptions and that he who would seek to be

thus privileged must justify it by words too plain

to he mistaken ands tog catogorical  to bhe mis-
interpreted. {Commissioner of Internal Revenue vs.
P.J. Kiener Company, Ltd., et al., L.—-247354,
July 18, 1975, &5 SCRA 142.)  An exemption from the
common  burden  cannot be permitted to exist upon
vague implication or inference. {Manila Electric

Co. vs. Vera, L-23847, 0Oct. 22, 1975, &7 SURA ZHL.)

.47

-



-

DECISION -
CTA CASE NDO. 3380

WHEREF JRE, finding the petition for review
without merit, the same is dismissed and the refund
sought is hereby denied, at petitioner’'s costs.

S0 ORDERED.

Ouezon City, Metro Manila, July 27, 1988,

Cvarite

AMANTE ILLER
Fresidimhg Judge

WE CONCUR:
/

4

/T~
CONSTANTE/C. ROAQUIN
ssociate Judge

ALEX « REYE
Associate Judge
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CERTIVFICATTIUGOGN

I herebhy certify that this decision AR S
reached after due consulitation amomg the members of
the Dourt of Tax Appeals in accocordance with Section

13, Article YIIT of the Constitution.

Gusanile,

AMANTE ILLER
Presiding Judge
Court of Tax Appeals



