EXUON CHEMICAL
(Formerly
Chewi

FUPUBLIS QF THE P wf'zv(am
COURT OF TAX APPEALE
QUEZON v

RN,
8rn

NG,

\
ac

e o Is
2SO

E
L
Tne.),

cals,
Petitioner,

Verasus

ACTING COMMISSIONER OF

REVENUEL,

Respondent.

C.T0A,

/3¢

X m e o  n en v e e X
D EC TSI ON

The case before Us presenis no dispu
the relatively simple material Facts bot
seem trying to get the better of cach oth
quibhble on the proper import of "any prof
abroad" as a basis for the 15% branch pro
. 7

tance

tax imposed under Section 24

(b)(2)

Code.

Petitioner i1s & foreign corporabion
under the laws of the United States and
to do business 1In the Fhilippines through
branch with office at the Bank of the Fhi

Isl

Makalil,

ands Building, Ayvala Avenue

Metro Manila,

~

oor.

faseo

ic

CA

SE

/e

NO. 3137

te as to

the partics

er e

by
it roemitloed
fit remit-

of the Tax
incorperated
s licensod
its local
Lippine

de Rexoes,



CTA CASE NOQ, 3137
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On September 4, 1978 and September 25, 1979

said branch office paid the branch profit remittance
taxes in the respecltive amounts of B244,635.060 and
RB361,380,1% computed at 15% of the tobal branch
profits of B1,630,%00.00 for calendar Year 1977 and
P2,40%,201.00 for 1973 out of which the actual remit-
tances were made.

Cn January 21, 1980 the Acting Commissiconer of

REARES )
Internal Revenue issued a ruling where he held as
follows:

"x x x relative to vyour guery as to the
tax base upon which the 15% branch protit
remittance tax nrovided for under Section
24(b)(2) of the Tax Code shall be imposed,
please be advised that the 15% branch profit
remittance tax shall be imposed on the
profit acltually remitted abroad and
the total branch profit out of which
remittance 1is made.”

on

Section 24(b)(2) of the Tax Code insofar as per-

tinent provides:
"x ¥ x Provided further, that any profit

remitted abraacd by a branch office to its
mother company shall be subiect to tax of
fifteen per cent (15%) (except those regis-
tered with the Export Processing Zone Authority)
X x."
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Hewed close tn the context of Sccoction 24(h)(2)
E&ﬂ;é_as construed by the aforesaid Kuling of
Januvary 21, 1980, petitioner claims that it should
have paid the branch preiit tax of only B212,726.09
instead of B244,63%.00 and E314,243,61 inctead of
RZ61,380.15 of its actual preofit remittances for the
years 1977 and 1978, respectively, As a consequence
it overpuid the branch profit remittance taxes in

the total amount of BE7S,045,45, computed as follows:

Net Profit Branch Remit-
Date FPaid After Income Tax tance Tow (BRT)

f/7Pvnfﬂ

Tax computed
and paid .. ]“% of
Bl,650,° .00 R244,65%,00

“hould be ..

BR212,726.0Y B31,908,91

1978 Profit
Tax computed
and paid .. 10K cf
£2,409,201.00 361,380,105

Should be .. 154k of
E2,094,457,59% BEl4a,243,61 RBA4T,T

Amount clalmed for refund or credil ... E79,045,45
(*Remitted smount)
Un August 26, 1980 petiticoner filed with the

respondent's Office a claim Tor the vefund or tox
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credit of the amount of E]Q,OAS«Qb rapresenting
ity slleged gverpaid branch profit fax ltighilities.
On September 2, 19080 in order tn toll the two--
year statutory period of limitation had this peltition
filed with this Courl.
Respondent takes no issue a3 to the clear and

unambiguous .lanquage of the tuling of January 21,

that tte 15% branch profit remittance

abroad and not on the branch profit out of which ifhe

remittarce is to be made, HKobther, be invokes Lhe
right Lo vectify any error cemmitled in the imple-

mentaltlion of the tax laws and rve

jutations on the

ground thalt the government is nobt bound by bthe mig-

takes of its agents (Pineda v. CFI Tavabas, 52 Phil,
s J »

B03), and accerdingly cites Revenus Memorvandum

Circular No. 8-82 dated March 17, 1987 yroviding,

9 b o1 ®
inter alia, "Considering that the 15% brapeh profit
remittance tax is imposed and collected at source,
necessarily the tax base should be fthe amount

actuolly applied for by the branch with the Contral

Bank of the Philippines as profit to be vemitted.”
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suffice it to state that the argument agitate

e respondent was squarely met and rejected in

¢ similar in many or so in tenor and circums-

5. It may be necessory to repecat what the

d

me Court said and what so plainly anply to the
! Yy apply

ioner in the case abt bar, Lhat -

"Petitioner's aforesaid contention is
without merit., ‘What is applicable in the
case at bar is still the Revenue Ruling of
January 21, 1920 bhecause private respondent
Burrtoughs Limited pald the branch profit
remittance tax in question on March 14,
1972, Memorandum Circular No, 0-87 dated
March 17, 1962 cannob be given rvretroactive
effect in the light of Sectien 327 (Non-
retroactivity of rulings) of the National

Internal Reverue Uode x x.. (Underscoring
supplied;

"The prejudice that would result to
nrivate respoendent Burrcughs Limited by a
retroactive application of Memorandum Cir-
cular No. 8~82 is beyond question for it
would be deprived of the substantial amount
of B172,058.90, And, insofar as the enume-
rated exceptions are conccined, admittedly,
Burroughs Limited does not fall under any
of them." (Commissioner of Internal Revenue
v. Burroughs Limited and CTA, G.R, No, L~
66653, June 23, 1986)

Going by the seid pronouncement, there can be

casion to speculate upon where to base the 13%

h profit remittance impositicn before Maraoh

or the issuance of Lhe questioned Revenus

216
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Circular. Otherwisc, there would be o random quirk
in the equal tax treatment‘cf cases similarly cire
cumstanced. We therefore besitate to further fashion
an issue into a satisfactorily selbled legal
situation,

Accordingly we view with ease petitioner's
righteous indignation in prying loose from the legal
constraint of rwtrn pecctive application of the subjsct
Circular, having stretched too far the cffcetive
range of expediency. Petitioner has proved enlbitl
ment to a {oavorable determination as a malter of facl
and law.,

WHEREFORE, finding the petition to be well
taken, the same is granted and the vefund/credit of
the amount sought i3 hereby ordered., No proncuncemont
as to costs,

S0 ORDERLD.

Quezon City, Mebtro Manila, Cﬁpfnmb@r 30, 1986
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