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Respondent is the duly appointed Commissioner of the Bureau of Internal
Re' e (BIR), with authority, among others, to decide, approve and grant claims for
refund or tax credit of internal revenue taxes. She holds office at the BIR National
Office Building, Agham Road, Diliman, Quezon City.

Petitioner entered into sev al agreen its with dift it government
agencies, to wit: (1) Contract for MIS Computerization Project Implementation Phase?
with the Philippine Ports Authority (PPA) on August 26, 2002; (2) Systems Integration
Services Agreement* with the Bureau of Customs (BOC) on December 29, 2004; and
(3) Master Agreement for Products and ServicesS with the Armed Forces of the
Philippines (AFP) on July 24, 2007.

Petitioner filed its Quarterly VAT Returns for first, second, and third quarters of
taxable year 2010 on April 26, 2010, July 26, 2010, and October 22, 2010,
respectively.8 It amended all the aforesaid returns on February 7, 2011.7

Petitioner filed its Letter8 and Application for Tax Credits/Refunds® for an
alleged overpayment of VAT on May 17, 2011.

Due to the inaction of respondent on petitioner's administrative claim for
refund, 0 the latter filed the instant Petition for Review on October 17, 2011,

On November 28, 2011, respondent filed a Motion to Dismiss'! on the ground
that petitioner's right to appeal from failure of the former to act on the latter's
administrative claim had already prescribed.  After considering petitioner’s
Opposition/Comment (To Respondent’s Motion to Dismiss)'?, the Court denied the
said motion on February 14, 2012; and declared that the administrative claim of
petitioner and the instant Petition for Review were filed within the two-year
prescriptive period.'3

Respondent then filed her Answer'* on March 30, 2012, interposing the
following special and affirmative defenses: 7y

Exhibit “F”, docket, pp. 294-335.

Exhibit “M”, docket, pp. 369-391.

Exhibit “E”, docket, pp. 284-293.

Exhibits “G"” to “"G-4”, "H" ~ “H-4", and “I" to “I-4", docket, pp. 336 to 350.
Exhibits “J” to “1-2”, "K” to “K-2", and "L" to “L-2", docket, pp. 351 to 368.
Exhibits “*C"” and “C-1", docket, p. 277.

Exhibits “D”, “D-1", and “D-2", docket, p. 282.

0 par. 1(3), Joint Stipulation of Facts and Issues (JSFI), docket, p. 139.

" Docket, pp. 69-74.

12 Docket, pp. 78-83.

13 Resolution, docket, pp. 85-91.

4 Docket, pp. 97-100.
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“7. Respondent reproduces and repleads all the foregoing
allegations insofar as they are relevant to her defenses which are
discussed hereunder and incorporates them herein by way of reference
and, in addition thereto, most respectfully avers THAT:

8. Petitioner's alle¢ | claim for issuance of tax credit certificate
is still subject to administrative routinary investigation/examination by
the respondent’s Bureau;

9. Taxes paid and collected are presumed to have been made in
accordance with law, hence, not refundable.

10. Petitioner's claim for refund or issuance of tax credit
certificate in the amount of 8,600,892.14, representing alleged
erroneous VAT payments for the first three (3) quarters of CY 2010,
were not fully substantiated by proper documents, such sales invoices,
official receipts and others pursuant to Revenue Regulations No. 7-95
in relation to Section 113 and 237 of the 1997 Tax Code.

11. In an action for refund/credit, the burden of proof is on the
petitioner to establish its right to claimed refund and failure to adduce
sufficient proof is fatal to the claim for tax :fund/credit.

12. It is incumbent upon the latter to show that it has complied
with the provisions under Section 204 (c) in relation to Section 229 of
the Tax Code. Otherwise, its failure to prove the same is fatal to its
claim for refund.

13. Claims for refund are construed strictly against herein
petitioner since the same partakes the nature of exemption from
taxation (Commissioner ofIn" 1 "Re 2vs. ' 2desma, 31 " "RA
95) and as such, they are looked upon with disfavor (Western Minolco

p.vs. C nmi: " 1er ‘Internal Revenue, 124 1211).”

Petitioner filed its Pre-Trial Brief'> on May 7, 2012; while respondent submitted
her Pre-Trial Brief'6 through registered mail on May 7, 2012, which was received by
the Court on May 15, 2012.

The parties submitted their Joint Stipulation of Facts and Issues'” to this Court
on July 9, 2012. Subsequently, the Pre-Trial Order'® was issued on July 19, 2012, %~

1> Docket, pp. 105-112.
'8 Docket, pp. 116-118.
17 Docket, pp. 138-140.
'8 Docket, pp. 142-146.
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Petitioner offered in evidence various official receipts3! issued to the BOC, the
PPA, and the AFP for the services it rendered, which substantiate the amount of
revenues received from the various government agencies. The aforesaid revenues
were reported in the corresponding Quarterly VAT Returns of petitioner.

The revenues derived by petitioner from BOC, PPA, and AFP were subjected
to the corresponding five percent (5%) final VAT and an aggregate amount of
9,491,055.37 was withheld by the said government agencies pursuant to Section
114(C) of the NIRC of 1997, as amended, which states:

“‘SEC. 114. Return and Payment of Value-added Tax. -

XXX XXX XXX

(C) Withholding of Creditable Value-Added Tax. - The
Government or any of its political subdivisions, instrumentalities or
agencies, including government-owned or controlled corporations
(GOCCs) shall, before making payment on account of each purchase of
goods from sellers and services rendered by contractors which are
subject to the value-added tax imposed in Sections 106 and 108 of this
Code, deduct and withhold the value-added tax due at the rate of five
percent (5%) of the gross payment thereof: Provided, That the payment
for lease or use of properties or property rights to non-resident owners
shall be subject to ten percent (10%) withholding tax at the time of
payment. For purposes of this Section, the payor or person in control of
the payment shall be considered as the withholding agent.”

In computing its output VAT liability, petitioner credited the actual amount of its
input VAT accumulated for the period ins id of tt ¢ ren | cent (7%) standard
input VAT which is prescribed for payments received from the government, i.e., BOC,
PPA and AFP, even though its actual accumulated input VAT attributable to its
government sales was lower than the 7% standard input VAT. Thus, petitioner filed
its original Quarterly VAT Returns for the first th  : quarters of CY 2010 and paid the
corresponding tax of #17,598,927.46, broken down as follows:

Amount of VAT paid
Period Total Amount of 5% Cre able upon filing of VAT
(2010) Output VAT Withholding VAT Returns
Q1 P 1721907010 P 6,743,232.42 P 10 ARR 70R AR
Q2 3,9/ 1,019.58 32.829.62 | %,090,/0Y./0
3 6,306,334.35 93.33 3,591,341.02
1ntal $27,089,982.83 =y aut 0RR 7 P17,598,927.46 ?V

3 Exhibits “NN-1" to “NN-17”, “NN-79”, “PP-1” to “PP-10”, and “QQ-1" to “QQ-8"; Annex 1,
Exhibit “MM".
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| 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.

Chooit C.Qlapanl, N
‘AN TOC.7AST A JR
Associate Justice
Chairperson

CTRTIFIC ION

Pursuant 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.

RC TANG.D SARIO
Presiding Justice






