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DELTA MOTORS CORPORATION,
Petitioner,

ToVersus - C.7T.A. CASE NO. 3782

(‘.)

COMMISSIONER QF INTERNAL
REVENUE,
Regpondent.

This is an appeal from the decision dated February
24, 1984 of respondent Commissioner of Intzrnal Frsenue
denying the protest of petitioner Lelta Motors Coruoration
against the tax asszesswents ilssued against it in the
aﬁounts cf B46,526,110,74 and B4Z,323,986.19 or a total

of B88,850,097.13 representing deficlency gercentage taxes
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For repeated failure of petiticnsr to appear ¢r to pro-
ecute its action by presenting evidence at the scheduled
hearings, the case was submitted £or decision by vespondent
on the basis <«f the plezadings and the records of the Burzau

of Internal Revenue bearing on cie case.
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ed in the psticvion forc

[a

The material facts as sta
review and admitted in the answer are: -

1. That petitioner is a domestic corgporation
engaged in the business of, among others, manufacture
and sale of pasgsengetr cere and commercial venicles, with

Pagong Tamo Extension, Makati,

N2
o
j 8]

principal offices at 2

Metro Manila, where 1t may be served with notices, wrliis,

i

prceccesses and other legal papsrs.
2. That v¢ospondent is tne duly appointed nead of
the Bureau of Internal Revenus, the ofifice cnarged with
the duty <of enforcing revenue laws and coliscting internal
revenue taxes, who holds office at the BIR Hational
Building, Diliman, Quezon City, wheve he may b served
with summons, processes, notices and other legal papers.
3. That petitiocner is a registered picneer enter-
prise, having been granted by the Board of Investments a
certificate of gualification which entitles the firm to

certain privileges concerning tazes on

mobile engines.
4. Thnat for the years 1975, 1976, 1977 and the firvst
two quarters of 1978, peciticrner filed the reguired busines

tax returns for trucxks and automobiles and paid the taxes

i

duc thereon, although respondent apecifita

allegation for lack of }

N

nowledye and iniformation sufificient

to form a belief as to the truth thereci and whether the
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amounts claimed to have been paid were actually paid and

remitted to the government is subject of verifi

Catiol.

3

5. That on April 18, 198C, respondent assessed

n
4

against and demanded from petitioner payment ¢f the amount

of B35,117,207.56 allegedly due az deficisncy percentage

(sales) tax, inclusive of interests and penzlties for

1975 and 1976,
6. That on May 19, 1980, r_titioner contested the

aforesaid assessment and further reqguested administrative

N

hearing =i the ca

5@

)

7. That respondent, con January 15, 1982, while tbe
case mentioned in paragraphs 5 and 6 is still penci.g
resolution by his office, issued another letter of demand
urging petitioner to pay the sum cf EB42,323,986.19 allegell’y
representing deficiency percentage {(salen) taxes for the
vear 1977 and the first semester of 1978.

8. That on Februasry 4, 1882, petiti

Q
-
\Tl
b
i
=
O
[
o
n
T
[l
il

48]

said assessment and reque

be held in the appellate division of the Bureau of Intern:
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Revenue to include likewise the otner assessments which

involve the s.n»> issues.

9. That after the submission of "written rebuttal
memorandum”, resgpondent denied petiticoner‘®s protest

medified the original assessments by adding thereto the

sum of BL1,408,823.38 as allege

O,

a’lditicnal deficiency
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percentage (sales) taxes for the periods invoived. Tie
final decision is embodiad in respondent's letter dated
February 24, 1984.
Hence, the instant appeal.
The records of the Bureau of Internal Revenue hairing
oo

on this case =show that ver investigation conducted by

revenue examiner of sald office for husiness tary purLposes
covering the years 1975 and 1376, 1t waszs ascertained that
petiticner failad to pay the corract amounts of sales uax
33 nufacturcer c¢f cars and commercleal vehicles pursuant
to Secticn 183(a), in relation to Sections 1B84-A arnd 1Bo

penalized under Section 209, all of the Naticnzal Internal

Revenue Code (Scctions 193 (a)
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Tax Code of 1977, as amended). The same investigation
also revealed that Zduring the same years pebiticner fallea
to pay the correct amounts of sales tax as manufacturex
of electric fans, refrigerators, air conditioners (Daikin
brand) , television sets, slereo sets {(Sharp brand) as

provided for in said Section 183(a), in relaticn
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185(i), 185%-A and 18I-B, penalized under Section 209,
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ct the same Code |

Q

onsolidated under Secticons 196 arnd 197,

and Section 221, Tax Code of 1977, as mended) . It w

0

Loz

likewisz ascertained that during the yeers in guestion,

petitioncr failed to pay the corrvechk amounts of percentace

s
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tax as contractor engaged 1n the servicing of the motor
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vehicles and @ppliances gold by it pursuaant to Section
183 (&) ond Section 191, ailso penalized under Section 243,
all of the same Code (Sections 193(a)
respectively, Tax Code of 1977, as amended). inally.
the said investigation also disclcsed that during the
year 1976, petitioner failed to pay the correcht amount
of advance salesg tax due on its imported raw materialsg
for air conditionsrg, asg provid=d for in Jection 183(0j,
in relation tc section 185-A of the same Code (Sections
193 (k) and 197, Tax Code of 1977, az amended)
Accordingly, as averved 1in paragraph 3 1n the
petiticr for review 2tated above, regpondent azscsirad
and demanded from pevitioner paymenc of the amount of
B35,117,287.56 as deficiency percentage (sales, contracuor
and advance saleg) taxes, inclusive of interests and
penalties for 1975 and 1876. &s afore—said in parvagragh

6 of the petition for review
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agsessnment and reguested an administrative hearing of

the case.

Again on January 15, 1982, as stated in paragraph 7
above, upcon irvestigation of petitioner, thaere was found

due from it the total amount ol B42,327,986.19 repre-

senting sales tax, surcharge and interest for the vear

1977 and the first two quarters of 1978 retitioner
likewlse protasted this assessment (paragraph 8, abovae)

and requested an administration hearing of the case.
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Internal Revenue on the aforesaid assesSsments and

petitioner allaged is tax exempt

February 24, 1984 rejected thiz aggument as nao
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The records of the Bureau of Internal Revenue

reveal that in a letter dated January L5, 1324 potit

explained its position to respondent Commizsioner Of

reasons why they should be canceliled and withdrawn.

However . on the contention ol petitioner that

1t correctly deducted the cost of tne engines

the Revenue Code, respondent in his letter degision

-

"Beginning 1273, the cav industry
been suthorized to do*“ the sales tad
crediting system under Section 184-A of
the Tax Code, while the otrher industries
were still using the costs deduction method
until 1978. Since vou are already covered
by Section 184~A of the Tax Code which allows
you to credif sales tax on your raw materials
ucged in the manufacture cf cars, you cannot
therefore validiy adopt the cost deduction
method which was no londger parmitted by
Section 184~A of the Tax Cade. To do 80 woula
therefore contravene rules and vegulations
issued by this Cffice in implementing the
sales tax crﬁditing gystem as formally intro-
ud~bu by Section 134-~4

gly, the deficiency
T
relterated. ¢
durﬂrq the said period covered by this
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his varti~

cular assessmeni, you allowed the “taxes decnme
paid” on your engines to be deducted as part
of the CLGJltaLle taxes agailnst the gross sale
tax due thereon, thus reducing vour sales tax
liability by B11,408,823.38. Thig 1o patently
iliegal considering that the "tax deemed paid
provisions" which you invoked became eff2ciive
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As resclved by the Commissioner of internal Revenue:

t
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Tax Code. AfucLuw

the deftermination of the sales tax due on its manufactured
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total recomputed sales tax liabil

only on July 1, 1973; heace, the szame applies
to yourn case dULLﬂg the second semester of 1378
onliy. Ccnseqguently, this particular asgeso~
ment of EB35,117,287.56 1is being modified ko
innclude the sum of Pll,40&,823.35 mak I§
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846,526,110.%94, which represents t iclenay
percedtage tax on the cost of ycur engines asg
well as the unauthorized imputzticn o taxes
deemed paid"” on said engines, duriug the pericd
undicr review. We therefore veiterate the
collection of the galU taxn liabilitcy from you.”

On the defiziency sales tax on optlonal parts and

o
Q
®
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ssories which were included in the gross selling
prices of the Toyota czrsz manufactured and sold by pe-
titioner, responuent ruied in the same aecision that:

This Office has alresady igssued a cate~
sorical ruling on the contested assessment
cases of Genwr“l Motors Corporation, which
upheld the view that opticnai parts and
accessories are corsidered standard parts
of a car and therefore, the DViCSS ¢f such
optional parts and accessories should foim
part of the ¢ross selling prices of the
cars. this ruliing was principelily bagsad
on the decision of the Supreme Court in the
Bulogio Redrigusz case {(G.k. L-12/23 dated
March 25, 1961), which ruled that caid op-
tional parts and accessories congstitute
standard parts of a cur ara thewione, the
prices therec. should ve inciuded in the
invoice price of the car. incidentally,
the Cencral Motors Corporation has paild the
sales tax arising from said optional parts

: ories. Congequencly, we rejoct
t on this assessmont and we rei-

And with recpect to the other is

gsuss 1nvolvea irn the

assessmenc, the Commissioncr f fnlernal Rivenue sustailned

-

the roliowing findings:
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1. :hat thasre was an overstatement of your
deductible raw materials usad in the
manufacture of commercial veh:icles and

appliances for 1275-1976 and 1977-1978
for sales tax purgposes, as plearly
established by the examiners, in accord-
ance with Revenue Re~ulations No. 7—75
dated March 15, 1975. Tre deficienc

sales taxes on

BR5,759,804.94 is
for coll Lion.
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That you are sub]
sales tax of 8128,
failed to lntrcduce
h..[).e
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simple denial is not
the
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tax rate.
amounts of
of B283,853,097.13

to the updating
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and 1277-1678.

Therz 1s no showing in the pleadings or in the
records that petitioner questioned the computations of
the deficiency taxes assessed against it by respondent.
We take 1t that this is not an issue in this case. %While

9
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led with

Court rendes:s Judament
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in its favor by holding that the assessments of B4E,526,
and £42,323,286.19 reprezcnting deficiency percentage
taxes, inclusive of intxests and penalities, for 1975-1976

and 1977-1978, are null and void which zhould be withdrawn

and cancelled, petitioner eithe

b

r failed to appear or to
present evidence at the scheduled hearings to substantiate
the rullity and 1llegality of the assessments.

The Court recognizes & t the burden
the taxpayer contesting the validity or corractness of
an assessment to prove not only that the Comrissiconcr ot
Internal Revenue is wrong but that he (taxpaver) is right.
(Lino Cutilierrez vs. Collector of Internal Revenuwe, CTA
Case No. 504, January 28, 1962; see also Tan Guan vs.
Court of Tax Appeals, L-23676, April 27, 1967, 19 SCRA
903.) And if the taxpayer f£ails to present evidence or
proof in support of his allegations in his petition for
review, or to prosecute his action, agc in this casze, con-
formably to the doctrine of the presumption in favor of
the correctness of the tax assSeszment (Intcrproviacial
Autcobus Co., Inc. vs. Collector «f Internal Revenue,
L-6741, January 31, 1955, 28 Phil. 290; Collect:

I3

r of

4

Internal Revenu: vs. Bohol

[npl

and Transportation Co.,
L-13099 and L~-13463., April 29, 1960, 107 Phil. 965), the
Court of Tax Appeals will merely sustalin t

¥y o<

agninst the taupayer. {Cases0s8a vs. Bureau of Internal
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Revenue, CTA Case No. 3713, January 25, 1985,.cernt
denied in G.R. No. L-70758, Aug. 30, 1985.;

Since no evidence was piasented by petiticneor

o

(ot

committed by the Commissioner of Internal Revanue

o

{Re

substanticte the errors that are claimed to have wesn

1

L
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making the assessments in guestion, this Court has no

other alternative than to resort to the legal trulsm

that "all preszumptions are in favor of the correciness

of tax assessmencs.” The burden of procf is on th
payer to show the contrary. Petitioner utteriy £a

to do. This action finds support in the followirg
thorities: {Zee (Collector of Internal kRevenue vz
Land Transportation Co.; Bohol Land Transportation
vs. Collector of Internal Revenue, L-130929 & L-134

April 29, 1960, 107 Phil. 965.)

"All presumptions are in favor of the
correctness of tax assessments. Tho good
faith of tax assessors and the validity
of theiy actions are presumed. They will
be presumed to have taken inco consider-
aticn all the facts to whaich tneir atten-—

L
icn was called. No presumption can be
duiged thot all ¢f the public officials
£ the stabte in the various counties who
7e to o with the assessment of properuy
r taxation will knowingly violate the
uties imposed upon them by law.

"As a logical cutgrowth of the pre-~
sumption in favor of the validity of
asgessments, when such assessments arc
assalled, the burden oﬁ proci is upon uhe
complaining pahty, Tt is incumbent upon
tihe property owner clearly to show that
the assessment was ¢rroneousd, in order to

g1
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Co.

N



DECISION

CTA

CASE NO. 3782

relieve himself from it
620-621) .“’
Inc. vos. Collector

Fhil., 290; 52 Off.

of I
Gaz

11

(Intezprovincial Autobusg

' (51 Am. Jur. pages

Co.s
nternal Revenue, 48

s /27 79143

"WHLn an importer challcwqeo by Tngl

steps the correctneszs
a duuj DV the Collector
gquestion to be decided
Collector was wrong but
was right,

establish the correctne

tention.”™ (Behn, Mever
of Customs, 26 Phil., &

"That
deficienc’ by the Gover
lidity and the burden
rayer to cvercome this
show to the satisfactio
that the determination
(Ferez vs. Court of Tax

G.R. No. L-10507, May 3
This iz gpecially true
special and affirmative deie

&s
if

£

borne out from

of th

the burden being on the

the determin.. t;

the records

&
of Custo
is not wheu,cv the

whethcor the importer

latter to

g& of his own con~-

& Co. vas. Collector
473

ti.n of the tax
nment has prima facie
rests upon the tax-~
presumption and tc

n of the Tax Couiti
was not correct.”
Appeals, et al,,
0, 1953)*

in this case where

nses, the validity of whi
cf the case, have the

not controverted by adsguate and competent evidence

nullifying petitioner's cause of action. Thus:
SPECIAL AND AFFIRMATIVE DTUIENSLS

5. Investigation disclosed that in subject
taxanle years, petitioner fziled to pay -

a) The correct =sales tax as manufacturer
cof cars and commercial vehicles pursuant to the
provisicrns of Section 183(a) in relation to
Sections 184~k and 186, and penalized under
Section 209 (now Secs. 193(a), 195, 199 and 221
all ¢of the Tax Code, as amended;

kY The correct sal
appliances pursuant
tiOﬂ 183(61) 11’1 r .Lw.t

~h and 185-B, and pe

es tax &s manufacturer
te the provisions of
ioen to Seccions 185(1),
nalized under Section

r

b
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209 (now consolidated in Secticns 196 and
107, and 221), all of the Tax Code, as
axgnf 2d ; 8

[

c) The correct percentage Lax as
contre~tor engaged in servicing of motoer
vehicles and appliances sold by petitioner,
pursuant to Sections 193({a) and 131, pe-
nalized under Section 209% (now Sections
193(a), 205 and 221), all cf the 'fax Code
as amended: '

d) The correct advance sa

on imported raw materials for air-condi-
tioners pursuant to Secticn 183{b) 1in

relation t¢ Section 183 & acw Sections
193 (h) anil 197), all of the Tax Code, as

amended
5. Investigation also disclosed that -

a) Petitioner issued additio
through debit memcs, for the cptional i
installed and services rendered on ea
sold without including the corresponding
amcunt as part of the gross sel]'wq price
the car for sales tax purposes in violation
of the Supreme Court's decision in Eulogio
Rodrigques case (G.R. No. L=-12783 dated March
25, 1961, 1 GCRA 766), which held that said
optional parts and accessories constitute
standard parts of a car and therefore, the
price therecf szhould ke included in the
invoice price of the car;

b} Petitioner deducted the cost of the
tax~-exempt engines it manufactured from the
gross selling price of the car sold that
reduced the tax basge for sales tax purposes,
in contravention ¢f Section 184-A of the Tax
Code;

<) Petiticoner overstated the deductible
raw materials used in the manufacture of

commercial vehicles and appliances for cales
tax purposes;

d) Petitiorzr maintains a service depart
ment where it earned income s .Lject to 3%
contracicr's tax in the amount of 217,094.83
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for 1975-1976, and which finding was not
contested;

e) In 1976, petitioner paid only 7%
advance sales tax on all of its import-
ations although the imported Daikin air-
conditioner above 3 tons is classified
as "non-integrated" subject to 15% sales
tax. Hence, the deficiency advance sales
tax of B128,712.44 representing the
difference between the rate of 7% and 15%,
iz still due and collectible;

6. Petitioner executed a Waiver of tne
Statute of Limitation on July 28, 1983;

7. Tre assessment levied against pe-
titioner is presumed correct and valid, and
it is incumbent upon taxpayer to prove the
contrary (Interprovincial Autobus Co., Inc.
vs, Col. of Int. Rev., L-6741, Jan. 31, 1966,
98 Phil. 290; Tan Guan vs. Court of Tax
Appeals, L023676, April 27, 1967, 19 SCRA
903) ;

§. The assesgsments of B46,526,110.94

and B42,323,986.19 representing deficiency

percentage taxes, inclusive of interests and

penalties for 1975-1976 and 1877-1978, res-

pectively, or a total of B83,850,097.13, is

in accordance with law and revenue regulaticns.

Even more, under section 3 of Rule 17, Rules of
Court, if plaintiff (petitioner herein) fails to appezr
at the time of the trial, or to prosecute his action
for an unreasonable length of time, which actually
happened in this case, the action may ke dismissed upon
motion of the dzfendant (respondent) or upon the court's
own motion. This dismissal shall have the effect of an

adjudication upon the merits, unless otherwise provided

by court. Parenthetically, it may be stated that the
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gencral rules provided in the Rules of Court govern
proceedings in the Court cf Tax Appeals. The rules
promulgated by the Court of Tax Appeals are merely
supplementary. (rerez vs. BAraneta, -103 Phil. 1187.)
At any rate, the merit of respondent’'s assessments

involved in this case

R

i

n

cle~r on the face of the
appealed decici»n, the pertinent portions of which have
already bkeen quoted at length above, and of which peti-
tioner nas failed to show to the Court that the deter-
mination was erroneous.

Accordingly, petitioner Delta Mctors Corpeoration
1s hereby ordered to pay respondent Commissioner of
Internal Revenue the amount of B823,850,0%7.13 ag defi-

ciency parcentage taxes for the years 1975, 197¢, 1977

and 13978, plus 20% interest per annum from February 24,

1984 until fully paid pursuant to the provisions of

38}

Section 193 of the 1977 National Internal Revenue Code,
as amendod by Presidential Decree No. 1705 dated August
1, 1980.

WHEREFORL , the decision appealed from 1s hereby

affirmed at petitioner's costs.
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Quezon City, Metro Manila, May 2L, 1926,

Preciding Judge

1
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