REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON CITY

SECOND DIVISION

ADELANTADO CORPORATION, CTA CASE NO. 10406
Petitroner,

-versus-
Members:
RINGPIS-LIBAN, Chazrperson,
MODESTO-SAN PEDRO, and
FERRER-FLORES, ]

COMMISSIONER OF INTERNAL
REVENUE, Promulgated:
Respondent. :

DECISION

RINGPIS-LIBAN, J.

THE CASE

The Petition for Review prays that the Court:

1. Declare as void (a) Warrant of Distraint and/ or Levy (WDL) dated
October 9, 2020 issued by respondent against petitioner, and (b)
assessments upon which the said warrant is based, involving the
collection against petitioner of alleged deficiency income tax,
value-added tax, expanded withholding tax, and documentary
stamp tax, plus penalty and interest, for taxable year 2015, in the
total amount of 14,527,753.44; and

2. Order respondent to withdraw and cancel the WDL and the
assessments upon which the said warrant is based.!

! Statement of the Case, Pre-Trial Order dated June 22, 2022, Docket — Vol. 3, pp. 1181 to 1182.































CTA Case No. 104006
DECISION
Page 11 of 36

revalidation of LA or the expiration of the "revalidation
period" does not nullify the LA nor will it affect or modify the
rules on the reglementary period within which an assessment
may be validly issued. However, this shall be considered as a
ground for the imposition of disciplinary action and demerit
in the performance rating of the concerned RO, including the
reassighment of the case to another RO if the Regional
Director, upon the recommendation of the Revenue District
Officer, deems it necessary." (Emphasis supplied)

Thus, the LOA is valid even if the investigation was conducted more than
120 days without said LOA being revalidated.

c. Revenue Regulations (RR)
No. 18-13 is the prevailing
rule at the time when the
ROs conducted examination
on petitioner’s books of
accounts.

Petitioner claims that the assessment is void for failure of respondent to
issue a Notice of Informal Conference (NIC) to petitioner.

Section 2 of RR No. 18-13, Amending Certain Sections of Revenne Regulations
No. 12-99 Relative to the Due Process Requirement in the Issuance of a Deficiency Tax
Assessment, issued on November 28, 2013, states:

SECTION 2. Amendment. — Section 3 of RR 12-99 is
heteby amended by deleting Section 3.1.1 thereof which provides
for the preparation of a Notice of Informal Conference, thereby
renumbering other provisions thereof, and prescribing other
provisions for the assessment of tax liabilities. Section 3 of RR 12-
99 shall now read as follows:

“SECTION 3. Due Process Requirement in the Issuance of a
Deficiency Tax Assessment. —

3.1 Mode of procedure in the issuance of a deficiency tax
assessment:

3.1.1 Preliminary Assessment Notice (PAN). — If after

review and evaluation by the Commissioner or his duly authorized
representative, as the case may be, it is determined that there exists
sufficient basis to assess the taxpaver for any deficiency tax or
taxes, the said Office shall issue to the taxpayer a Preliminary
Assessment Notice (PAN) for the proposed assessment. It shall
show in detail the facts and the law, rules and regulations, or
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Less: Total Tax Credits/Payment P5,380,158.00
Less: Excess Tax Credit Carried Over 2,100,095.00 3,280,063.00
Basic Deficiency IT Due $1,902,082.11

II. Deficiency VAT

Petitioner was assessed of deficiency VAT for TY 2015 in the amount of
P1,247,695.64, computed as follows:

Vatable Receipts per VAT returns P 58,824,283.57
Add: Receipts not subjected to VAT 6,513,583.50
Adjusted Vatable Receipts P 65,337,867.07
Output Tax P 7,840,544.05
Less: Input Tax per VAT Returns 7,058,914.04
VAT Payable P 781,630.01
Less: Tax Paid per Audit -
Basic Tax Due P 781,630.01
Add: Interest 20% (01/26/16 - 12/31/17) P302,373.03

Interest 12% (01/01/18 - 09/30/19) 163,692.60 466,065.63
TOTAL AMOUNT DUE P1,247,695.64

Respondent’s comparison of petitioner’s Receipts per Cash Book Receipts
as against the amount reported per VAT returns showed that there are receipts
not subjected to VAT amounting to $6,513,583.50, as computed below, hence,
the same is subjected to Section 105 and 108 of the NIRC, as amended:*’

Schedule 4:
Cash Receipts per Books

Rental and Storage P62,503,185.51

Parking Rental 1,349,545.18

Security Deposit 1,485,136.38 P 65,337,867.07
Total
Less: Sales/Receipts Per VAT Returns 58,824,283.57
Receipts not subjected to VAT P6,513,583.50

Petitioner posits that it was erroneous for respondent to compare the
amount of receipts per Cash Receipts Book (CRB) against the amount of
VATable Sales/Receipts per VAT returns since the CRB reflects the total actual
cash or collections received, inclusive of 12% VAT and net of applicable
withholding tax, while the VATable Sales/Receipts reported in the VAT returns
are net of VAT; and that the CRB includes the security deposits received by
petitioner, which are not income to the latter (as lessor) as it is required to return
such deposit at the end of the lease period upon fulfillment of all the obligations

of the lessee./‘/

77 Exhibit “P-7-A”, Docket — Vol. II, p. 683.
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payments received thereon.

To supportt its position, petitioner submitted the CRB,” Reconciliation of
receipts per CRB and per VAT returns® and various ORs' for the related

Verification of the said documents shows that petitioner was able to
substantiate its taxable sales per VAT return worth P58,824,283.13 and that the
corresponding  receipts
P62,941,364.01, as detailed below:

thereto as

recorded per

CRB amounted to

Taxable Sales
OR {(breakdown of Creditable Cash Receipts
Exhibit amount per VAT Withholding (related amounts
No. Registered Name/Tenant return) Output Tax Tax recorded per CRB)

Makati Medical Center/

“P-24-1” | Medical Doctors Inc P 6,700,356.00 P 804,042.72 P 335,033.88 P 7,169,364.84

“P-24-2” | CTLR Construction Corp 2,232.14 267.86 - 2,500.00

“P-24-3” | Security Bank Corporation 45,450.00 5,454.00 2,259.00 48,645.00
Makati Medical Center/

“P-24-4” Medical Doctors Inc 2,730,225.71 327,627.09 136,517.84 2,921,334.96

“P-24-5" | Gonzales Dental Clinic 10,500.00 1,260.00 525.00 11,235.00
Makati Medical Center/

“P-24-6” | Medical Doctors Inc 409,500.00 49,140.00 20,475.98 438.164.02
Makati Medical Center/

“P-24-7° | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71

“P-24-8” CTLR Construction Cotp 2,232.14 267.86 - 2,500.00

“P-24-10” | Rustan Coffee Corporation 1,214,894.40 145,787.33 60,744.71 1,299,937.02
Makati Medical Center/

“P-24-11" | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71
Makati Medical Center/

“P-24-12” | Medical Doctors Inc 6,879,032.16 825,483.86 343,968.12 7,360,547.90

“P-24-13” | Security Bank Corporation 45,450.00 5,454.00 2,259.00 48,645.00
Makati Medical Center/

“P-24-14" | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71
Makati Medical Center/

“P-24-15" | Medical Doctors Inc 2,837,577.60 340,509.31 141,885.69 3,036,201.22

“P-24-16" | Gonzales Dental Clinic 11,025.00 1,323.00 551.25 11,025.00
Makati Medical Center/

“P-24-17" | Medical Doctors Inc 5,460.00 655.20 273.01 5,842.19
Makati Medical Center/

“P-24-18” | Medical Doctors Inc 425,880.00 51,105.60 21,295.02 455,690.58
Makati Medical Center/

“P-24-19” | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71
Makati Medical Center/

“P-24-22” | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71

“P-24-23” | Rustan Coffee Corporation 1,216,391.41 145,966.97 60,819.57 1,301,538.81
Makati Medical Center/

“P-24-24” | Medical Doctors Inc 6,968,370.24 836,204.43 348,435.24 7,456,139.43

“P-24-25” | Security Bank Corporation 15,150.00 1,818.00 753.00 16,215.00
Makati Medical Center/

“P-24-26” | Medical Doctors Inc 2,839,363.31 340,723.60 141,974.98 3,038,111.93
Makati Medical Center/

“P.24.28” | Medical Doctors Inc 6,273,275.04 752,793.00 313,678.81 6,712,389.23

“P-24-29” | Gonzales Dental Clinic 11,025.00 1,323.00 551.25 11,796.75
Makati Medical Center/

“P-24-30” | Medical Doctors Inc 1,785.71 214.29 89.29 1,910.71
Makati Medical Center/

“P-24-31” | Medical Doctors Inc 425,880.00 51,105.60 21,295.02 455,690.58

i

%8 Exhibit “P-40”, Docket — Vol. 4, pp. 1999 to 2003.
%9 Exhibit “P-24” and “P-24-A”, Docket — Vol. 4, pp. 1810 to 1812.
100 Exhibits “P-24-1” to “P-24-43”, Docket — Vol. 4, pp. 1813 to 1855.
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payment thereof pursuant to Section 249(C) of the NIRC of 1997, as amended
by Republic Act No. 10963, also known as Tax Reform for Acceleration and
Inclusion (TRAIN) and as implemented by RR No. 21-2018.

SO ORDERED.
M. Aba. 2\
MA. BELEN M. RINGPIS-LIBAN
Associate Justice
WE CONCUR:

%
C%N G.Gﬁﬁ@f&ﬁs

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.

Q\j‘ M‘r\, -7 \\
MA. BELEN M. RINGPIS-LIBAN

Associate Justice
Chairperson
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CERTIFICATION

Pursuant to Article VIII, Section 13 of the Constitution, and the Division
Chairperson’s Attestation, it 1s 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 Coutt.

ROMAN G. DEL ROSARIO
Presiding Justice




