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DECISION 

Petitioner, by way of thi s petition for review, is seeki ng for the refund of the 

amount of P 18 ,55 I ,282 .04, representing unutili zed input value-added tax (VAT, for 

brevity) on domestic purchases of goods and services for the period February I , 1997 to 

December 3 1, 1997. 

The following facts and issues were jointly stipulated by the parties and approved 

by the Court 1: 

1. Stipulated Facts 

(a) Petitioner is a domesti c corporation organi zed and ex ist ing under 
Philippine laws, with principal office at the New Cebu Township One, 
Special Economic zone, Barangay Cantao-a n. Naga, Cebu. Lt may be 
served with notices, pleadings. and other processes o r the court at the 
add ress of unders igned counsel at Suite 406 Keppel Center, Cebu Business 
Park , Cardinal R.osales co rner Samar Loop, Cebu City; 

(b) Respondent Commissioner of Internal Revenue is sued in hi s 
official capacity, having been dul y appointed and empowered to perform 
the duties of hi s office, including, among others, the duty to act on and 
approve claims for refund or tax credit as provided by law. He may be 

1 See Reso lution , dated September 29, 1999, CTA Records, p. 54. 
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served with summo ns, noti ces and other court processes at hi s offi ce at the 
BIR Nati onal Office Building, Diliman, Q uezon City; 

(c) Petiti oner is registe red w ith the Phili ppine Expo rt Processb1g 
Zone Authority (PEZA), as ev idenced by PEZA Certifi cate o f Registrati on 
No. 97-01 6, issued on February 20. 1999, to engage in the manufacture 
and sale of surface mounted dev ice (S MD) quartz crysta ls used for 
computers, videotape reco rders, te lev ision sets and telecommunications 
equipment. 

(d) Petiti oner was issued on June 2, 1 997, VAT Registra ti on 
Certifi cate bearing registration or control num ber 97-083 -0006 14-V; 

(e) Petitioner f-il ed its clai m fo r refund o f VAT in put taxes in the 
amount of P 18,552,093.33 fo r the period between February I, 1997 to 
December 3 1, 1997, along w ith all supporting documents on April 6, 1999 
w ith the Revenue Di stri ct Office No. 83 ; 

(f) Petiti oner, however, began filin g its VAT returns fo r the taxabl e 
quarters covered by the aforecited peri od on Ap ril 25 , 1997 or nearl y two 
(2) years pri or to the instant petition; 

(g) No ac ti on on the cla im lo r re fund has been taken by the 
Commiss ioner of Internal Revenue on th e c laim fo r refund , even as the 
two (2) year peri od from the time of filin g of the quarterl y VAT returns 
was about to ex pire at the time the instant petition was fil ed ; 

2. Proposed Factual Issues for Trial 

(a) Whether or not pe titi oner generated and reco rded ze ro-rated sales 
ari sing from the export of its products in the amount of ONE MILLION 
SIX HUNDRED TWENTY-FO UR THO USAN D TWO H UN DRED 
SEV ENTEEN P ESOS AND EIG I-JT CENTAVOS (Pl ,624,2 17.08) fo r the 
peri od be tween february I, 1997 to December 3 1, 1997 ; 

(b) Whether or not the proceeds of petiti oner's reco rded zero-rated 
export sales were inwardl y remitted in acceptable fo re ign currency 111 

acco rd ance with ex isting regul ati ons of the Bangko Sentral ng Pilipinas; 

(c) Whether or not petiti oner' s ex port sales in the amount of 
PI ,624,2 17.08 for the peri od be tween February I , 1997 to December 3 1, 
1997 qualify as automati call y zero- rated transactio ns under appli cable tax 
laws and regul ati ons; 

(). . 
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(d) Whether .or not the VAT-input taxes of Pl 8,552,093.33 2 are 
directly attributable to the petitioner's zero-rated sales; 

(c) Whether or not petitioner has excess input taxes attributable to the 
transactions invo lved in thi s petition in the amount o f P 18,552,093.333 Tor 
the period between February I, 1997 to December 31, 1997; 

(f) Whether or not the VAT- in put taxes of P 18.552,093.33 4 were 
paid by the petitioner in the course of its trade and business; and 

(g) Whether or not the VAT-i nput taxes of P 18,552,093.33 5 paid by 
the petitioner have not been applied against any VAT output tax. 

Before We answer all the aforementioned interrelated issues, We believe that the 

arguments raised by the Respondent in hi s Memorandum arc paramount and should be 

addressed first. 

Respondent contends that Petitioner, being registered with the Philippine 

Economic Zone Authority (PEZA) as an Ecozone Export Enterpri se, should not be 

subject to Vi\ T pursuant to Secti on 24 of Rep ubi ic /\c t No. 79 16. Respondent furth er 

avers that since Petitioner's business is not subject to VAT, the capital goods and services 

it purchased are considered not used in VAT taxab le business hence, it is not entitled to 

the refund of input taxes on such capital goods pursuant to Secti on 4.106-1 and Secti on 

4.103-1 of said regulations. 

We arc not convinced. 

2 Reduced to P 18 ,55 1,282.04 in the Memorandum of the Petitioner. 
3 ibid. 
4 ibid. 
5 Ibid. 
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In the case of Read-Rite Philippines, Inc. (Formerly Sunwat·d Technologies 

Phils., Inc.) vs. Commissioner of Internal Revenm, CTA Case No. 5659, dated 

September 29, 2000 which invol ves similar issues, the Court rul ed in thi s mam~r: 

" We agree with the Respondent that if an entity is registered w ith 
PEZA as an ecozone enterpri se and is remitting 5% of its gross income to 
the national government, it is exempt from the payment o f VAT. 
However, no ev idence was introduced by the Respondent to prove that 
Petitioner is remitting 5% final tax to the gove rnment. What is evident 
from the records is that Petitioner is a VAT registered entity li able to pay 
the value-added tax as shown by the registrati on certificate xxx. 

This Court would like to stress that under Section 23 of 
Republic Act 79 16, two diff~ rent fi scal incenti ves are granted to an 
ecozone enterpri se, to w it: 

SEC. 23. Fiscal Incenti ves. Business 
establi shments operating within the ECOZON E shall be 
entitl ed to the fi scal incenti ves as prov ided fo r under the 
Presidenti al Decree No. 66, the law creating the Ex port 
Process ing zo ne Authority, or th ose provided for under 
Book VI of Executive Order No. 226, otherwise known 
as the Omnibus Investments Code of 198 7. 

Based on the aforequoted Section 23 o f RA 79 16, a PEZA 
registered enterprise has the option to choose between two sets o f fi scal 
incentives. One is that which is provided for under Presidential Decree 
No. 66 , as amended and Section 24 o f RA 79 16 whi ch includes the 5% 
preferenti a l tax on gross income ea rned which is in li eu o f nati onal and 
local taxes; and second, as those provided for under Book VI of 
Executive Order No. 226, including but not lin~ ited to an income tax 
holiday (ITH) of 4 to 6 years depend ing on whether or not an entity is 
registered as a pioneer or non-pioneer enterprise. If an eeozone 
enterpri se chooses the 5% preferenti al tax, it is exempt from payment of 
a ll national and local taxes. However, if an ecozone enterpri se chooses 
the income tax holiday, it is only exempt from payment of the income 
tax but still subj ect to other nati onal internal revenue taxes including the 
value-added tax. The eli fference bet ween these 2 sets o f fi scal 
incentives were ex pl ained by the Bureau of Internal Revenue in VAT 
Ruling Nos. 037-98; 043-98; 027-99; and 063 -99. (sec also 
Resolutions in the cases of Seagate Techology (Philippines) vs. 
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Commissioner of.lnternal Revenue, CTA Case No. 5921, September 
20, 2000 and Cebu Toyo Corporation vs. Commissionet· of Internal 
Revenue, CTA Case No. 5650, August 2, 2000) . 

The a forequoted rulin g of thi s Court was recentl y a ffirm ed by the Court of 

Appeal s in the case entitled Commissioner of Internal Revenue vs. Seagate 

Technology, CA- GR S.P. No. 61189 promulgated on June 18,2001. 

It is wo rth stress ing that Respondent herein fa il ed to introduce any ev idence to 

support hi s all egati on that Petiti oner is exempt from the value-added tax, on the contra ry, 

in the Jo int Stipulation of Facts and Issues for Tria l, Respondent admitted that Petiti oner 

is a VAT registered person with Certifi cate of Registrati on RDO Contro l No. 97-083-

000614-V issued by RDO No. 83 ofTali say, Cebu6
. 

Upon the other hand , Petitioner firml y es tabli sh~d that it enj oyed an income tax 

ho liday in 1997, the year subj ect of the cla im. by fo rmall y offering in evidence the 

Registrati on Agreement it entered into with the PEZA (Exhibit "T") and the Certificati on 

from PEZA (Ex hibit "U") both prov ing that it was granted a Corporate Income Tax 

Holiday fo r the year in question. 

Going now to the issues jo intl y sti pul ated by the parties, thi s Court a fter a 

thorough examination of a ll the ev idence on reco rd favo rs the granting of the claim for 

refund. 

A verification of the report submitted by th ~ indepe ndent Certified Publi c 

Accountant and the VAT offi c ia l receipts, in vo ices, and other supportin g documents, 

6 Lette r (d) of Stipulated Facts, Jo int Stipul ati on of Facts and Issues fo r T ri a l, 
CTA records, p. 49; and Ex h. A). 

')' \. .. .__, •t 



DEC ISION-
CTA CASE NO. 5888 
PAGE 6 

shows us that the in put taxes paid by Petiti oner on local purchases of goods and services 

were properl y substanti ated lo r VAT purposes and were attr ibutable to Petiti oner's ex port 

sa les (Exhib its P- 1 to P-1 64). Likewise, the 1997 input taxes sought to be refLmd ed were 

no longer carri ed over to the 1998 first quarterl y VAT return (Exhi bits M, M-1 , and M-

2). The evidence further reveals that Petitioner's sa les invo ices, import declarations, and 

airway bills support its export sales in the amoun t of US$47,092.29 (Exhibits Q-1 to Q-

8). It is also ev ident that the payments or the ex port sal es were inwardl y remitted through 

The Fuji Bank, Limited, Manila Branch, as certified to by Ms. Mila R. Madayag, VP-

Operations of the said bank (Exhi bit S), therefore, proving that Petitioner's sales are 

subj ect to VAT at 0% pursuant to Secti on I 06(A)(2)(a)( 1) of the 1997 Tax Code and 

therefore entitled to the refund of input taxes pursuant to Section 11 2 of the same code. 

WHEREFORE, in view of the forego ing, Petitioner's claim fo r refund is hereby 

GRANTED. Respondent is ORDERED to REFUND in l~lvo r of Petitioner the sum of 

P 18,55 1 ,282.40, representing unutili zecl input VAT fo r the peri od February I, 1997 to 

December 31, 1997. 

SO ORDERED. 

I CONCUR: 

~to.~ 
ERNESTO D. A COST A 

Presiding Judge 

k~~ 
pA~"ClO Q. SAs;A 

/ Associate Judge 
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CERTIFICATION 

I hereby certiry that the above decision was reached a l'ter due consultation with the 

members of the Court of Tax Appeals in accordance wit h Section I 3, Article VIII or the 

Constitution. 

'-J '· ) ,,.., 
t. ,_:. 0 

LLQ. e_~ 
ERNESTO D. ACOSTA 

Presid ing Judge 


