REPUBLIC OF THE PHILIPPINES

COURT OF TAX APPEALS
QUEZON CITY

WHOLESALE COMMODITY AND
EXCHANGE , INC.,
Fetitioner,

—ONETELAE C.T.A. CASE NO. 3984

COMMISSIONER OF INTERNAL
REVENUE,
Respondent.
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D E C I S I O ™M

This is a case involving a claim for refund or
credit of the amoun't of FERR, 927 corporate
development tax paild by petitioner. The 1ssuUe,
afrter the submission by  the parties of  their
respective memoranda, has simmered down to whether
or not petitioner is covered by Batas Fambansa Blg.
F99 which abolished the 104 corporate development
tax under Section 24 (e) of the 1977 Tax Code.

FPetitioner, & domestic corporation, filed on
October 17, 1987% ite annual corporate income  bax
return for its fiscal yvear ended Junse 30, 1983F,
showing a net income of P4AO7,244 and & total tax
cdue thereon of FL&HB,482, distributed into L3R, 53246
as  regular  corporate  income  tax  and  FARLI Q27 as

corporate development tas.
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O May 19, 19873, BRatas Fambansa RBlg. 299 was

promilgated  rvepealing the provisions of
2{e) of the 1977 Tax Code on the
development tax. Before i1te repeal, the

of Section 24 (e) states:

Section 24(e) Corporate Develop
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combined voting power of all olasses of
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than five persons, natuwral or Jjudic
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The repeal of Section 24(e) was clarified by

Revenue Memorandum Circulae (RMC) No. 184

[Batas FPambansa Blg. 5997

AN ACT AROL TSHING THE
ADDITIONAL  TEN FERCENT TAX ON

TAXARLE MET INCOME OF
ELY-—-HELD CORFORATIONS,
AL ITNG FOR THE FURFOSE
LAGERAFH (&) QF SECTION
TWENTY~FOUR OF THE NATIOMAL.
ITNTERNAL REVENUE COADE, RS
AMENDED .

Be it enac ted by the Batasang

Fambansa in session assembled:
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SECTION 1. Faragraph (&) of
Section twerty - four of the Mational
Intermnmal Revenue Code, as amended, is
hereby repealed.

SECTION 2. This act will take
effect uporn its approval.

Approved.
Sga . QUERLRE C. MARALINTAL
Speaker

This Act was passed by the Batasang
Fambansa on February 21, 19835,

Sgd. ANTOMITIO M. DE GUIZIMAN
SQecretary—-General

Spproved s
May 19, 1983

Sgd. FERDIMAND E. MARCOS
Fresident of the Fhilippines

Features of the Ratas Fambansa

Batas Fambansa Blg. 299 repealed the
pravisions of paragraph (&) of Section 24
of  the MNaticnal Internal Revenuwe Code
which impose additional 10% tax o
tadable net income crf closely-—-held
carparations.

Applicabhility and Effectivity

The abolition of the additional 10%
tax took effect on May 19, 198%, the date
of approval of Batas Fambansa Rlg. 399.
Since the incaome tax 1s an annual  tax
based on a calendar or a fiscal year
depanding i the tadpayer’ s annual
accouwnting period, the repeal of Thies
corporate develoapment tax shall bnes
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interpreted to be effective for taxable
VEARrs brexginming atfler May 19, 19835,
Accordingly, corporations atherwise
qualifying as ‘closely-held corporations’
whose tasable vear ends after May 19,
1983, are no  lopger  subject to the
provisions of Section 24(e) of the Tax
Code . Corporations otherwise qualifying
A ‘closely—-held corporations’ whose
fiscal year ends before May 19, 1983 are
still liable to pay thes corporate
development tax."

Fetitionegr alleges thalt it has been paying the
10% corporate development tasx, under Section 24(&)
of the 1977 Tax Code as early &g the fiscal year
ending June 30, 19279 when it submitted its first
final adiustment return. The erroneous payment of
the corporate development tax in the amount of
FE5,927 for the fiscal year ending June 30, 1983
resul ted  from petitioner’s wrong assumplbion  that
the said tax wae still existing. R.F. Blg. 399
took effect on May 19, 19873, and based on RMOC 1-84,
closely-held corporations whose tadable year ends
after May 19, 198% are no longer subject to the 10%
caorporate  development tax. Since petitioner’ s
tarable yvear ends on June 30, 19835 which is afler
May 19, 1987%, it is not liable to pay the corporate
development taw. The payment made was therefore a

onverred .

mistake and shouwld he re

Respondent, wpon  the other hand, does not
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dispute the foregoing effects of RB.F. Blg. 399 but
stresses that the law, &s explained by RMC 1L—€4,
applies exclusively to "closely-held corporations”
as defined by Section 24(e) of the Tax Code. It
appears that petitioner merely presumed itself as a
"closely-held corporation' without having submitted
positive and concrete evidence to substantiate the
same . Withouwt such evidence, petitioner cannot

“tion of coverage under RBOFPL. RBlg.

Justify 1ts
2099, For the  respondent, it was  absolutely

necessa-y  for petitiomer to presenlt in evidence

such documents as the duly registered Articles of
Incorporation, corporate books and other pertinent
records to prrove that it ds & “closely-~held
corporation'. The determinative guestion then is
whether without this specific kind of evidence

srybescd Lo butrese  the olaim  of

having been  pre

petitioner, petitiorner’ s cawse would collapse for
having no leg to stand on.

As it 1s, petitioner has alleged facts which

is proved Ly & preponderance of evidenoe.

Fetitioner' s allegation that as early as fig
vear ended June 20, 1979, when it submitted its
firet fimal adiustment retuwrn, 1t has been paying

the 10% corporate development tax is nobt contested

i
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by  respondent. Further, the evidence for the
petitioner shows that it filed a&a corporate  tasx
return for the fiscal year ended June 530, 198% and
paid the 10% corporate development tax in  the
amount  of FELH,927  oult  of the total tax due.
Respondent failed to vrealize the implication as to
this fact of payment by petitioner of the 10%
corporate development tax. Instead, he throws the
burdernn  on petitioner to present  such  kind  of
evidence A the articles of incorporation,
corporate books, etc., as allegedly indispensable
proof of being a "closely-held corporation” under
the law.

e surmise that respondent cannot simply deny
the allegations of petitioner and controvert the
allegations made by him. The puwrpose of regquiring
the respondent to make a specific denial is to make
him disclose matters which he sincerely intends to
disprove together with the matters which he relies
upon to support the denial (Moran, Commenits on the
Rules of Court, Vol. I, I?P7? ed., p. 3I3C¢), Here,
the burden of proof has shifted to respondent to
ecstablish his case after petitioner has shown facts
supparting his cauwse (Section 1, Rule 131, Rules of

Court; Moran, supra, Vol. &, p.2). It was against
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the interest o f petitioner to [réavy the 1%
development tax and, logically, would not have paid
the sane if 1t did not feel bopra Tide that it was
under any obligation to dolso. The tests provided
for in Section 24(e) to be applied in determining
whether a business entity is actually a "closely—
haeld corporation” are relevant only for the purpose
of didentifying those who are liable to pay the
corporate development tax. For that matter, the
documents enumerated by respondent as necessary
evidence for the purpose of justifying petitiorner s
claim for rrefurnd o credit are dwar fed in
importance and virtually dispensed with by the
payment of the 10¥% corporate development tax by
petitioner. Fayment af the 10% corporate
development tax here means acceptance of the fact
by ther petitioner that it is a «closely—-held
corporation within reach of the corresponding law,
Section 24(e), NIRC, and the concomitant obligation
of paying the tax imposed. Thus, We say that this
act of compliance wilth the duty is precisely the
evidence which tends to prove that petitioner is
indeed a closely-held corporation.

The petitioner had complied with what it

believed bora fride to be its duty by computing the

o)
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taxw it ig liable for and paying the same. This act
of acceptance ard compliance with duty i
asufficient enouwgh to overwhelm the need, as alleged
by respondent, to present evidence ta the effect
that petitioner is actually & "vlosely-held
corporation aE defined by Section 29(e) .
Considering that internal revenue taves (2.g.
income tax) impose the burden on the taxpayer of
supplying by the return, the information upon which
arn assessment would be based, thus the willingness
o the part of the taspaver to be bound by the
exaction e matter e inconvenience which
impresses devobtion to duty, it would o be
improper for respondent to deny the gualification
of petitioner as a "closely-held corporation®.,
Respondant denies facts to swit bis convenience,
yvet would accept benefits from the acts arising
from the erroneous belief of petitioner if not for

21

this claim for refund or credit. The pronounc

in a Urited States case (Newmport v. Ringo, 37 Ky.

~t

&35%,635; 10 Z.H. 20 cited by our Supreme Court in
Gonzaloe Puyat & Sons, Inc. v. City of Manila.

SCRA T, FT4-9TFE), is

(L—-179447, April 30, 1?63, 7

analogously related to this controversy.
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"It is  too well settled in  this
state to need the citation of authority
that if money be paid through a clear
mistake of law or fact, essential ly
affecting the rights of the parties., and
which in law  or conscience was not
payable, and should not be retained by
the party recelving ity it may ke
recovered ., Both law and sound morality
so dictate. Especially should this be
the rule as to illegal taxation. The
taMpayelr has no voice in the imposition
of the burden, He  has  the right  to
presume  that the taxing power has been
lawfully exercised. He should neot bhe
reguired to know  more  than  those  in
auvbhority over him, nor shaould he suffer
loss by complying with what he bonpa fide
believes to be  hie duty as a qgood
citizen. Upon the contrary, he ¢hould be
promoted to its ready performance by
refunding to him any legal exaction paid
by him in ignorance of its illegality;
and, certainly, 1in such a&a case, 1if be
subject to pernalty for nonpayment, his
compliance wunder belief of its legality,
arnd without awailting a resort to judicial
proceedings shouwld not be regarded in law
as s far voluntary as to affect his
right o f recovery . {(Underscoring
supplied)

Considered from another view, the merit of
respoandent’ s argument on the need for the
aforementioned documents as evidence is blotted out
if the principle of =zolutio Indebiti is placed into
the picture. For if Wes take Fespondent’ s
suggestion that petitioner 1s not a "closely-held
corporation' without said specific evidence, 1t

would still follow that petitioner should not have

. S
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heen assessed the 10% corporate development tax in

the first place, and therefore, the payment that

has been made by the latter was & mistake and

should be recovered.

“"If something is received when there
is no right to demand it, and it was
wnduly delivered through mistake, thes
abligation to retuwrn it arises",. CArt.,
2153, NCC)

WHEREFORE, the instant petition is granted.

The amount of P35,927 paid for the corporate

development tax should be refunded or credited to

petitioner.

No pronouncement as to costs.

S0 ORDERED.

GQuezon City, May 7, 1990,

CONSTANTE/ €. ROAQUIN
Associate Judge

WE CONCUR:

Cnri

AMANTE A ILLER
Fresidifig Judge

(on leave)
ALEX Z. REYES
fFssociate Judge N
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CERTIFICATION

I hereby certify that this decision was
reached after due consultation among the members of
the Court of Tax Appeals in accordance with

Section 13, Article VIII of the Constitution.

FresidAng Judge
Court of Tax Appeals




