Republic of the Philippines

COURT OF TAX APPEALS
Quezon City
SECOND DTVIQTON
STATELAND, INC., CTA "ase No. 8457

Petitioner,
Members:
CASTANTDA, JR., Chairperson

-versus- CASANOVA, and

COTANGCO-MANALASTAS, JJ.

COMMISSIONER OF INTERNAL Promulgated:
REVENUE,
Re Hrondent.

DECISION

CASANOVA, T

This is a Petition for Review (To a Division of the Court of Tax
Appeals)! filed by petitioner Stateland Inc., seeking a refund or
issuance of a tax credit certificate (TCC) of its alleged excess payment
of creditable withholding tax for the taxable year 2009, in the total
amount of Eleven Million Five Hundred Seventy Thousand One
Hundred Eighty-One Pesos 11,570,181.00.

The facts of the case, as culled from the records, are briefly
narrated as follows:

Petitioner is a corporation duly organized an existing under
and by the virtue of the laws of the Republic of the Philippines, with
principal office at 3rd Floor, State Centre Bldg., 333 Juan Luna St.z_

' Petition for Review, Docket (Vol. I), pp. 000006-000019.
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Binondo, Manila. It is primarily engaged in the business of
developir~ real properties into subdivisions, and buildir~ houses on
subdivision lots, or constructing resic 1tial or commercial units,
townhouses and other similar units and offering these for sale. It is a
registered taxpayer with Revenue District Offic (ko O) No. 30 of
Revenue Region (RR) No. 6 of the Bureau of Internal Revenue (BIR)
with Taxpayer Identification Number (TIN) 000-341-850-000. xxx. >

sspondent is the duly appointed Commissioner of Internal
Revenue who has the power to decide disputed assessments, refunds
of internal revenue taxes, fees or other charges, penalties imposed in
relation thereto or other matters arising under the National Internal
Revenue Code (NIRC) or other laws or portions thereof administered
by the BIR. She holds office at the BIR 5t Floor National Office
Building, Diliman, Quezon City, where she may be served with
summons, notices and other processes of this Honorable Court.?

As of the taxable year 2008, petitioner has accumulated
creditable withholding tax in the total amount of P’54,561,791.00,
which is a summation of th¢ : taxes paid in 2008 and those carried
over from prior taxable years. In 2009, petitioner paid additional
creditable withholding taxes in the amount of P11,570,181.00, thus
making its accumulated creditable withholding taxes amount to
P66,131,972.00 as of the year ended December 31, 2009.4

Petitioner’s 2009 income tax due, however, amounted to
P3,328,323.00 only. After applying this 2009 income 1x liability to the
aforesaid accumulated creditable withholding taxes, there remained a
balance of PP62,803,649.00. Hence, petitioner opts to seek a refund of
a portion of such unapplied excess payment, amounting to
P11,570,181.00, representing amounts withheld in 2009.5

On July 21, 2010, respondent received petitioner’s letter-request
dated July 15, 2010 claiming refund of a portion of its total excess
payment of CWT as of taxable year ended December 31, 2009 in the

*Par. 1, Summary of Admitted Facts, Joint Stipulation of Facts and Issue (JSFI), Docket (Vol. I), p. 000667.
3 Ibid. p. 000668.

4 Par. 3-4, “Statement of Facts”, Petition for Review, Id., p. 000012
> Par. 5-6, “Statement of Facts”, Petition for Review, Id., pp. 000012-000013.
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total amount of Eleven Million Five Hundred Seventy Thousand One
Hundred E:~hty One Pesos (Php11,570,181.00).6

Respor "»ntisst 1aT™ atter of At "' ority” date * August ™9, 2010
and conducted an examination/investigation from August 2010 to
August 2011, which yielded no adverse findings regarding
petitioner’s creditable withholding taxes and subject of the present
claim for refund.® Respondent has neither denied nor approved
petitioner’s administrative claim for refund or issuance of tax credit
certificate.’

Hence, petitioner filed the instant case.

On May 23, 2012, respondent filed her Answer!0, averring the
following Special and Affirmative Defenses:

“GPTZIAL AN AFFIRM A TTVE NEEENGES

7. The petition is premature considering that
petitioner’s claim for tax refund/credit of the alleged
excess payment of creditable withholding tax for
taxable year 2009 is still pending investigation.

8. The claim for refund is construed strictly
against the claimant and should not be allowed unless
proven explicitly and categorically.

9. The allegations regarding tax refundability do
not ipso facto merit the refund claimed.

10. There is no indication in petitioner’s 2009
annual income tax return (BIR Form 1702) (Annex
“D” of the Petition) that it opted to be refund (sic) the
excess creditable withholding tax, hence, the
presumption is that it opted the same to carried (sic)
over as tax credit in year 2010.”

On May 31, 2012, petitioner filed its Reply To Answerll,

6 Par. 4, JSFI, Id., p. 000668.

7 Exhibit “I” of Petition for Review, Docket (Vol. I), p. 000618.

8 Par. 2, “Statement of Facts”, Petition for Review, Ibid., p. 000014.
9 d., p. 000015.

10 Docket (Vol. I), pp. 000627-000630.
U Ibid., pp. 000632-000638.
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I it - fi 1+ P [r' +deflZon” 1 7 whi
Respondent filed her Pre-Trial Brief!® on June 19, 2012. On July 3,
2012, the —arties filed their Joint Stipulation of Facts and Issue (JSFI)4.

As jointly stipulated by the parties, the issue to be resolved in
the case at bench is as follows:

“WHETHER OR NOT PETITIONER IS ENTITLED
TO ITS CLAIM FOR REFUND OF ITS UNUTILIZED
OR EXCESS PAYMENT OF CWT FOR THE
TAXABLE YEAR ENDED 31 DECEMBER 2009 IN

THE AMOUNT OF PHP11,570,181.00."15

During the trial, petitioner presented its : >cumentary and
testimonial evidence. On August 2, 2012, petitioner filed a Motion for
Commissioning of an Independent  ‘tified Public Accountant!®. In
the hearing dated August 16, 2012, this Honorable Court gra1 d the
said Motion and commissioned Mr. Romeo A. De Jesus, Jr., as
Independent Certified Public Accountant (ICPA). In a Resolution!”
dated September ™9, 2012, the Honorable Court noted the filing of the
ICPA Report. Petitioner presented Mr. Romeo De Jesus in the hearing
dated October 1, 2012. On October 24, "112, petitioner filed its Formal
Offer of Evidence.18

Respondent filed a Manifestation'® on January 15, 2013 stating
that she is waiving her right to present her evidence.

This Honorable Court, in the hearing dated January 16, 2013,
granted respondent thirty (30) days from said date or until February
15, 2013 to file her Memorandum. Petitioner was granted twenty (20)
days from notice to file its Memorandum. Upon receipt of the parties’, -

121d., pp. 000647-000659.

13 1d., pp. 000660-000662.

14 1d., pp. 000667-000671.

15 Submitted Issues for Trial, JSFI, Docket (Vol. I), p. 000670.
16 Docket (Vol. II), pp. 000718-000720.

17 Ibid., p.000739.

18 Id., pp.000758-000763.

19 Id., p.000886-000887.
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memoranda or the expiration of the period granted, the case shall be
submitted for decision.

1Febr 78, ™13, petitioner =~ 1°*- Memo: " 1im (For The
Petitioner)®. Respondent, on the other, hand filed her
Memorandum?! on February 15, 2013. In a Resolution2 dated
February 18, 2013, the instant case was submitted for decision.

After a careful and thorough evaluation of the arguments of
both parties, as well as the evidence they presented to support their
respective positions, this Court does not find merit in the present
petition.

The sole issue raised in the instant case is petitioner’s
entitlement to the refund of its alleged excess creditable withholding
taxes for the taxable year 7709. Pertinent to the resolution of the said
issue action 77 of the Nati ialInt al™ sent ~>¢ (NIR™ °°
1997, which is quoted here der for easy reference:

"SEC. 76. Final Adjustment Return. — Every
corporation liable to tax under Section 27 shall file a
final adjustment return covering the total taxable
income for the preceding calendar or fiscal year. If the
sum of the quarterly tax payments made during the
said taxable year is not equal to the total tax due on
the entire taxable income of that year, the corporation
shall either:

(A)  Pay the balance of tax still due; or

(B)  Carry over the excess credit; or

(C)  Becredited or refunded with the excess
amount paid, as the case may be.

In case the corporation is entitled to a tax credit or
refund of the excess estimated quarterly income taxes
paid, the excess amount shown on its final adjustment
return may be carried over and credited against the
estimated quarterly income tax liabilities for the
taxable quarters of the succeeding taxable years. Once "z

2 [d., pp. 000891-000905.
2 Id., pp. 000906-000911.
24, p. 000912.
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creditable tax withheld in year 2009 in the amount of £11,570,181.00
appears to be refundable pursuant to Section 76 of the NIRC of 1997.

However, in addition to the requisite provided under Section

76 of the [RC of 1997, a taxpayer must also satisfy the following

Juirements in order to be entitled to a refund or issuance of tax
credit certificate for excess/unapplied CWT:

1. The claim for refund was filed within the two-year
prescriptive period as provided under Section 204 (C)
in relation to Section 229 of the NIRC of 1997, as
amended;

2. The fact of withholding is established by a copy of
a statement duly issued by the payor (withholding
agent) to the payee, showing the amount paid and the
amount of tax withheld therefrom; and

3. The income upon which the taxes were withheld
was included in the return of the recipient (Section
2.58, Revenue Regulations No. 2-98, as amended; Citibank
N.A. vs. Court of Appeals and CIR, G.R. No. 107434,
October 10, 1997, 280 SCRA 459).

As regards the first requisite, the pertinent provisions of the
NIRC of 1997 are as follows:

"SEC.204. Authority of the Commissioner to
Compromise, Abate and Refund or Credit Taxes. —
The Commissioner may —

XXX XXX XXX

“(C) Credit or refund taxes erroneously or egally
received or penalties imposed without authority,
refund the value of internal revenue stamps when
they are returned in good condition by the purchaser,
and, in his discretion, redeem or change unused
stamps that have been rendered unfit for use and
refund their value upon proof of destruction. No
credit or rof+~d of taxes ~~ penalties shall k=
~Mowed url~-< the taxpaye~ !~ in writing vt the

Commissione* ~ claim for credit or refund within s
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It is well-settled in our jurisprudence that the reckoning of the
two-year prescriptive period for the filing of a claim for refund or
tax credit certificate of excess income tax withheld, both in the
administrative and judicial levels, commences from the date of filing
of the Final Adjustment Return.3* The reason is obvious: it is only
when the adjustment return covering the whole year is filed that the
taxpayer would know whether a tax is still due or a refund can be

o~ (2) years after the payment of the tax or penalty:
Provided, however, That a return filed showing an
o)l o 1t ) 2r¢ written ¢

for credit or refund."

XXX XXX XXX

"SEC.229. Recovery of T : Erroneously or
Illegally Collected. — No suit or proceeding shall be
maintained in any court for the recovery of any
national internal revenue tax hereafter alleged to have
been erroneously or illegally assessed or collected, or
of any penalty claimed to have been collected without
authority, or of any sum alleged to have been
excessively or in any manner wrongfully collected,
until a claim for refund or credit has been duly filed
with the Commissioner; but such suit or proceeding
may be maintained, whether or not such tax, penalty,
or sum has been paid under protest or duress.

In any case, no s**~» =*+i* or proceeding shall
ka filed ~F*ar the expin~tin= ~f +tywo (2) vears from the
date of payment ~f ko t~v or penalty regardless of
any supervening ~~+c= *hat may arise after paym-n+
Provided, however, That the Commissioner may,
even without a written claim therefor, refund or
credit any tax, where on the face of the return upon
which payment was made, such payment appears
clearly to have been erroneously paid." (Emphasis
supplied)

claimed based on the adjusted and audited figures.3>

3 ACCRA Investments Corporation vs. The Honorable Court of Appeals, et al., G.R. No. 96322,

December 20, 1991.

% Commissioner of Internal Revenue v. TMX Sales, Inc., G.R. No. 83736, January 15, 1992.
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WE CONCUR:

%M C. W%/ )
JUANITO C. CASTANEDA,JR.
Associate Justice

A- /., W—%‘/
AMELIA R. COTANGCO-MANALASTAS
Associate Justice

ATTESTATION

I 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’s Division.

9“"‘“% C. %20{9 /[9‘ A
JUANITO C. CASTANEDA, JR.
Associate Justice
Chairperson, Second Division

CERTIFICATION

I’ suant 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’s Division.

ROMAN G. DEL ROSARIO
Presiding Justice
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during the trial in order to intelligently resolve the conflict brought
before it.42

It bears stressing that a claimant has the burden of proof to
establish the factual basis of his or her claim for tax credit or refund.4
Tax refunds are in the nature of tax exemptions. As such, they are
regarded as in derogation of sove: gn authority and to be construed
strictissimi juris against the person or entity claiming the refund.

In view of the foregoing, this Honorable Court finds that
petitioner failed to comply with the requirements set forth in the
claim for refund or issuance of tax credit certificate in the amount of
excess/ - ‘ilized creditable withholding taxes more specifically, its
failure to sufficiently establish that the income from which the subject
taxes were withheld have been duly reported in its Annual ITR. Note
that compliance with the three abovementioned requirements is
imperative for the entitlement to the refund of excess creditable taxes
withheld. Hence, for petitioner’s failure to comply with the third
requisite, this Honorable Court is constrained to deny the present
claim.

WHEREFOF™ the instant Petition for Review is hereby
DEN™™ for insufficiency of evidence.

SO ORDERED.

CAT™5AR A. CASANOVA
Associate Justice

#2 First Lepanto Taisho Insurance Corporation vs. CIR, CTA EB Case No. 563, March 1, 2011.

# Citibank, N.A. vs. Court of Appeals and the Commissioner of Internal Revenue, G.R. No.
107434. October 10, 1997.

# Commissioner of Internal Revenue vs. S.C. Johnson & Son, Inc., G.R. No. 127105, June 25, 1999.



