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This is an appeal filed on February 17, 1962
by the petitioner, Insular iumber Company, from the
decision of the respondent Commissioner of Internal
Revenue, dated Jamuary 16, 1962, and admittedly re-
ceived by the petitioner on February 15, 1962, deny-
ing its claim for refund of the smount of #5,363.22,
representing 25% of the specifiec tax paid on mamu-
factured olls and fuels used in its logging and
timber operations during the year 1958, as a duly
licensed forest concessionaire,

The selient faets as sgreed upon by the parties
in their “"Stipulation of Fsets" (pp. 33=35, CTA rec.)
are as follows: | '

"1, Fetitioner is a corporation
organised and existing under the lan of

the State of lew !ﬁrl U.8.A.

censed to do hnslmn in the ?'Muppinﬂ,

with principal office at Pabrics, Sagay

Negros Uﬂﬂidﬂ“llﬂ:lmndlﬂt i.l the dniy

gualified and act Coemi ssioner ur Ine
ternal Nevenue,
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2. Fetitioner is a duly licensed
forest concessionaire pursuant to a tim-
bu- license issued by the Dcpnrtmt of

Agriculture and lNatural Resoureces
operates in connection with itl
lu and timber operations a sawmill
Negros Uceidental pursuant to
s Lot v the Davest of Tereeter,

"3, ni yur 1958, petitioner
purchased rn- rd-Vacuum 01l Com-
pany, & eorperation nl in the ':30
ation, distribution Il].l of pe eum
produets 292,27%.76 liters of refined and
manufactured mineral oils and fuels on
which the specific¢ tax preseribed in
Seaction 142 of the National Internal
Revenue cﬁ:ﬁn the total sum of nl,z.k:
Was p.n'un imposed responden

from Standard-Vagoum oil Com=

ﬂ specific tax was passed on
? rd-Yacuum 04l Company to peti-
oner, itemized as.follows:

it IR e e Tt

Gas line special 1; " G.UB 935-
Ferosene Coek 312 " G..Qﬁ 209,56
l-!r:un- wWhite " 0, —3a50
se
292,27% .76 P21 452,42

274,76 uhn of refined and manu-
n-unl oils wvere all setually

used and nn_ﬂ Iv petitioner in its

logging and timber operations in 1958,

f1led with responden I'u refund
of " 30“, lf thl

speei o2
ullutdum :g».ﬂ hrlotoih
and fuels so purchased by it and used in
its and timber cperations, based
on on § of Republiec Aet 1435 (apuroved
June 1%, 1956) which provides for

of 258 of the specifiec tax on manufao-

pondent denied petitioner's for
refund of #5,363.22 l-nuu the right

;f'f',o 1 1
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to recover the zame hasg already preseribed.

"6, Un Cotober 27, 1961, petition-
er filed with respondent s letter, dated
Cetober 26, 1961, request & recon-
sideration of his decision disallowing
the refund of the sum of #5,363,22 on the
ground that the two-~year preseriptive
rcrinl in Geetion 309 of the Hational
nternsl Revenue Code i3 not applicable
because the specifie tax paid on the
mamifactured olls and other fuels pur-
chased and used by petitioner as afore-
said wvas not ‘illegally or erronsously
received,’'

“7. On February 15, 1962, petition-
er received respondent's reply, dated
January 16, 1962, denying pttt*lnn-r'-
request for reconsiderstion,”

- The only question rgised in this appeal is whe-
ther or not the petitioner is entitled to the refund
of the amount of ?5,363.22 which represents 255
of the specifie tax peid on mamufactured oils and
fuels used in its logging and timber operations in
1958, although the elaim for refund of said amount
was filed admittedly beyond the twoeyear period prege
eribed in Jections 306 and 309 of the Tax Code from
the date of payment of the specific tax in question,
In short, has petitioner's setion for refund already
proseribed?

Petitioner bases its claim for refund on Seetion

Jef Republic Aet Fo. 1435, which provides in part

as Tollows?

"Geg. 5. The proceeds of the
additional tax cn manufactured olls
ghall aecrue to the road and bridge
funds of the politiesl subdivision
for whose benefit the tax is col-

leeted: [rovided, however, That

P19

-
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whenever any oils mentioned above

are used by miners or forest con-

cessionaries in their operations,

twenty-five par of the speaifio

tax paiéd therecn shall be refunded

by the Commissionsr of Internal

Revenue upon submission of proof

of actual use of oils and under

similar conditions enmerated in

subparagraphs one and twe of sec-

tions one hereof, amending section

one hundred forty-two of the Inter-

nal Hevenue Codes x x x%

The petitioner contends that the two-year period
preseridbed in Sections 306 and 309 of the Tax Code
vithin which to file » claim and imitiate s court
action for refund do not apply to this case because
the amount sought te be refunded was not erronecusly
or illegally collected. And, citing the case of Muller
& Phipps (Manila), Ltd., vs. Colleetor of Internal
Revenue, G. R, No, l=-1069%, March 20, 1958, (55 0G
7931) petitioner asserts that the applicable statute
of limitation is Section 11 of Republic Aet Mo, 1125,
whiech reguires that the judicial asetion should de
brought within thirty (30) days from regeipt of res-
pondent's decision denying pctition;r's claim for re~
fund.

On the other hand, the respendent maintains that,
in this particular appeal, the requirements of Sec-
tions 306 and 309 eof the Tax Code should be strietly
eomplied with and that in order to entitle one to the
recovery of any national internel revenue tax erronecus-
1y or illegally colleqated, the administrative claim

for refund as well as the judicial setion to enforece
o
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said claim must be filed vithin two (2) years from
the date of payment of the tax in guestion. The
respondent argues that “the ruling in the Muller &
Fhipps ease has been superseded, nlpost immedistely,
by subsequent decisions x x x." (Memorandum for
Respondent, p. 5.)

After o careful consideration of the contentions
of the parties, we believe and so hold that the stand
of the petigioner is in accord with the lsw and Juris-
prudence., ‘iote that both Seetions 306 and 309 of
the Tax Code refer to the refund of national internal
revenue taxes erroneocusly paid or illegally collected
(Vietorias Milling Co., Inec. vs. Gn-tnimr of In-
ternal Fevenue, CTA Case fo, 1176, Jan. &, 1965).

In the instant case, the mun-' tax in guestion
was not erronecusly paid or illegally uﬁcutﬂ.
However, by reason of circumstances which oceurred
subseguent to the payment or colleection, h.e., the
use of the mamufactured oils and fuels by the peti-
tioner, & duly licensed forest concessionaire, in its
logging and timber operations, it became entitled,
under Republic Aet Yo, 1435, to a 25% refund of the
specific tax paid thereon, Therefore, its cause of
action for refund arose, not from the date of payment,
but only upon the denial by respondent Commissioner
of Internal feverme of its claim for recovery of the
specific tax in question, ]




DECISIUN -
CASE WO, 1179

In the Muller & Fhipps case, ZULIA, where the
taxpayer therein was similarly sitoated =s the peti-
tioner in the present case, the Supreme Court held:

“"We think it plain that the provi-
sions of seetion 3U6 do mot apply to
appellant's case. its terms, the
two=year limit established by said

© seetion aﬂnu only to actions to
recover (1) '

any=—tax to have
been m‘-a assessed
or co or Pnln{—
collected s or (3)
'any suURe ” .

*But the case of appellant Muller
& Padpps (Manils) Ltd., is entire
different, Here, the original of

Collector in assessing sdvance sales

¥

dmm-wmmi. There-
-nﬁm:uﬂfﬂticumrgrmm':
. ne
cause of action, Before such reject-
ion, there was no ru or sction of
the Collector that the er could
contest or submit to a ewj where-
fore, no preseriptive period could be-
gin to run until and wnlese the Golluot-
or refused to make s refund, Thus, the
preseriptive peried of two years
fixed by sec, 306 of the
s can not apply to the present case,
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invelving refunds cf internal reverce

taxes, the low spsliceble to appellent's

case 1s sec. 11 of sald Aet ho, 11252"

We are not sware of any subsequent deeision of
the Jupreme Court wileh superseded the above ruling,
a8 clafmed by Lhe respondent, and we find oo velid
reasun to dlptft from sald ruling., Conseguently, we
are of the opinieon and so Imllihat ﬁut1MI 306
and 309 of the Tax Lode do not ll;m to petitioner's
claim for refund and that the judieial action to en-
rnl{u its right to the refund has not pnur!hf:d,
eonsidering that Lie wrespent case wag (iled well
within the 3Yl=day period pregeribded in Tectlonr 11
of Hepublie Ael lio, 1V25,

WHEREFPURE, the decision appesled from 1s reversed,
and respondent Commissioner of Intermal Fevenme 13
hereby orderesd tc refunéd te _utltiener Teenlsr ‘uwrber
Company the swmount of #5,363,22, rerresenting 25f of
the speeifie tax paid on the mamufpetured «ils ard
fuels used by it inm its logging and timber operations
doring the year 1958, No costs,

SU ORDERED,

Juezon City, Jamuary 13, 1965,

@/ﬁnwm K. -LICTANG
Aeting Fresiding Judge

I CGNCURs

— A Gr Tanll

ROMAN ™, UMALI
Assoclate Judge



