


CTA Case Nos. 7823 and 7832
St. Luke’s Medical Center, Inc. v. CIR
DECIS ON

Section 3 (@) (2), in relation to
Revised Rules of the Court of Ta:

These consolidated cases
appeal on the inaction of the
Revenue, relative to petitioner”
assessments for alleged deficie
value-added tax (VAT), defic
compensation, deficiency expan
and deficiency documentary statr

Page 2

ule 8, Section 4(a), of the
\ppeals (RRCTA)?.

specifically, involve the
Commissioner of Internal
Jrotest against the issued
Zy income tax, deficiency
ncy withholding tax on
ad withholding tax (EWT),
) tax (DST) for the taxableg

National Internal Revenue Code or oth
Internal Revenue, where the Nationz
specific period for action, in which the
denial;
X X X
z Rule 4. Sec. 3. Cases within the jurisdictio

Division shall exercise:
(a) Exclusive original over or appellate juri:

X X X
(2) Inaction by the Commissioner of i
disputed assessments, refunds of inte
charges, penalties in relation thereto,

National Internal Revenue Code or othe
of Internal Revenue, where the Nation
applicable law provides a specific perio
of disputed assessments, the inactior
Revenue within the one hundred eight
the National Internal Revenue Code
purposes of allowing the taxpayer to
does not necessarily constitute a form:
internal Revenue on the tax case; .
taxpayer opt to await the final decisic
Revenue on the disputed assessment
day-period abovementioned, the taxpa
to the Court under Section 3(a), Rule ¢
further, that in the case of claims for ref
collected, the taxpayer must file a petiti
the expiration of the two-year period

Internal Revenue Code;

X X X

Rule 8. Sec. 4. Where tfo appeal; mode of a

(@) An Appeal from a decision or ruling or
Internal Revenue on disputed assessn
revenue taxes erroneously or illegally
the Commissioner of Customs, the Set
Trade & Industry, the Secretary of #
Court in the exercise of their original
Court by filing before it a petition for re
Rules of Court. The Court in Division s

laws administered by the Bureau of
aternal Revenue Code provides a
1se the inaction shall be deemed a

XX X

f the Court in Division. — The Court in
stion to review by appeal the following:

X X X
‘nal Revenue in cases involving
il revenue taxes, fees or other
other matters arising under the
aws administered by the Bureau
nternal Revenue Code or other
o action: Provided, that in case
f the Commissioner of Internal
ay-period under Section 228 of
hall be deemed a denial for
>eal his case to the Court and
lecision of the Commissioner of
vided, further, that should the
f the Commiissioner of Internal
»eyond the one hundred eighty
may appeal such final decision
these Rules; and Provided, still
1 of taxes erroneously or illegally
for review with the Court prior to
jler Section 229 of the National

X X X
2al —

inaction of the Commissioner of

ts or claim for refund of internal
lected; the decision or ruling of
ary of Finance, the Secretary of
culture, and the Regional Trial
-isdiction, shall be taken to the
w as provided in Rule 42 of the
| act on the appeal.
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DECI N

Petitioner filed an adminis
above-mentioned defic 1cy tax
2008, praying for its cancellation

Petitioner also received fro
Service an undated Formal Lette
Discrepanc 3, with attached As:
petitioner for a total deficiency
the taxe » year 2004; detailed ¢

1. Audit Result/Assessment Nol
deficiency income tax amour

2. Audit Result/Assessment No
deficiency VAT amounting to

3. Audit Result/Assessment Nof
deficiency withholding tax oi
to £31,546,272.95;

4. Audit Result/Assessment Ni
for deficiency expanded witl
£17,141,312.72; and

5. Audit Result/Assessment N
for deficiency documentary
P338,695.76.°

On February 20, 2008, petit
protest against the enumerated ¢

Due to respondent’s inacti
within the prescribed period of
days, in accordance with Section
Revenue Code (NIRC) of 1997, i
two (2) separate Petitions for Re
Nos. 7823 and 7832 on August 1
2008, respectively.

Upon motion of petitioner
consolidated on December 11, 2(

> Par. 13, Amended Joint Stipulation of Facts
205.
® par. 22, Amended Joint Stipulation of Facts .
208.
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ative protest against the
ssessment on January 14,

the BIR Large Taxpayers
of Demand and Details of
ssment Notices, assessing
x of £287,222,259.61 for
follows:

> No. INC-04-000205 for
1g to R237,079,523.66;
e No. VT-04-000246 for
.+116,454.50;

> No. WC-04-000105 for
ompensation amounting

e No. EWT-04-000195
’lding tax amounting to

ce No. DST-04-000162
amp tax amounting to

ner filed an administrative
‘iciency tax assessments.

1 on petitioner’s protests
ne hundred eighty (180)
28 of the National Internal
amended, petitioner filed
ew docketed as CTA Case
2008 and September 18,

the two (2) cases were
3.5¢

| Simplification of Issues, Docket, p.

| Simplification of Issues, Docket, p.
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DECISION

Respondent interposed t
Affirmative Defenses in her Ai
F view docketed as CTA Case N¢

CTA = NO. 7823

“5. The petitioner’'s as
income tax during the taxat
within the required three-yesg
in accordance with law and re

6. Respondent maint
Luke’s Medical Center, Inc.
income tax for taxable years
to Section 27 (B) of the
Revenue Code (1997 NIRC), 1

Section 27. Rates on 1
Corporation.

XXX XX

(B) Proprietary Educe
Hospitals. — Proprietary edu
hospitals which are nonpi
i n percent (“0%) on
except those covered by
Provided, that if the gross
trade, business or other acti\
(50%) of the total gross ii
educational institutions or hc
the tax prescribed in Subsec
imposed on the entire ta
purposes of this Subsectio
trade, business or other act
business or other activity, t
not substantially related
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following Special and
rers to the Petitions for
7823° and 78321°;

sment for deficiency
year 2003 was made
rescriptive period and
ations.

5 that petitioner St.
liable for deficiency
)3 and 2004 pursuant
97 National Internal
-h states, viz:

me Tax on Domestic

XXX

1al Institutions and
onal institutions and
t shall pay a tax of
ir ta> "le incon -
section (D) hereof:
ome from unrelated
exceeds fifty percent
ne derived by such
:als from all sources,
1 (A) hereof shall be
e income. For the
the term ‘unrelated
y' means any trade,
conduct of which is
the exercise org

7 Motion to Consolidate, Docket, pp. 188-194.
8 Docket, p. 197.

° Docket, pp. 126-131.

10 Answer (CTA Case No. 7832), pp. 3-28.
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performance by such edt
hospital of its primary p
‘Proprietary educational ins
school maintained and ac
individuals or groups with
operate from the Departme
and Sports (DECS), or the
Education (CHED), or the ~
Skills Development Authorit
may be, in accordance v
regulations.’ (emphasis supp

7. Based from the at
Section 27 (B) of the 1997 N
to a p ‘erential rate of 10%
v ars 2003 and 2004 consit

i

the category of hospital whict

8. On the other hand
Section 30 (E) of the 1997 M
utterly misplaced.

‘SEC. 30. Exempt
Corporations. — The followin
be taxed under this Title
received by them as such:

XXX XX

(E) Nonstock corpc
organized and operated e
charitable, scientific, athletic
for the rehabilitation of vet:
income or asset shall belo
benefit of any member, o
specific person.

XXX XX

(G) Civic league or or
for profit but operated exclt
of social welfare.’

9. Respondent submit:
fall under the ca jory of
within the purview of Sectior

tional institution or
)ose or function. A
ltion’ is any private
inistered by private
iIn issued permit to
of Education, Culture
ommission on Higher
‘hnical Education and
TESDA), as the case
1 existing laws and

1)

Page 6

‘e-quoted provision of

C, petitioner is subject
*its income tax for the

ing that it falls under

5 @ non-profit.

Jetitioner’s reliance of

.C for tax exemption is

s from Tax on
yrganizations shall not
1 respect to income

XXX

tion or association
usively for religious,
r cultural purposes, or
ns, no part of its net
to or inures to the
inizer, officer or any

XXX

lization not organized
rely for the promotion

hat petitioner does not
x-exempt corporations
0 of the 1997 NIRC one
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ECISION

the ground that it is not
exclusively for charitable anc
and the fact that the net incol
the benefit of its members.

10. In fact upon per
Annual Income Tax Return (
the year ending December
Annex ‘G’ of the Petition for |
the items of nature of exper
BIR Form No. 1972) indubite
r~haritgble cortribittione h=s
other items thereof such as
anniversary =~-_separation b
of £91,87 139.00,

D24 I83 66R N) respectively
constitute the bulk of the
account. This would only indic
established or organized e
purposes but also for profit al
inures to the benefits of i
LOQUITUR. (emphasis and un

11. It is axiomatic that
the law is clear and unambi
must be applied. Parentheti
the question of construction
particularly when such questic
a strict construction or a libe
grant tax exemptions.

12. Because taxes are tf
the Court has always applie
interpretation in  constru
Furthermore, a claim of st
taxation should be manifest
the language of the law on wt
claimed exemption ‘must ex
statute stated in a language t

13. On the issue of com
long been held that tax law:
delinquencies are intended to
punishing evasions or neglh

1 or operated
JIfare purposes
‘ioner inures to

1e petitioner’s
No. 1702) for
3 attached as
-ticularly under
ion (page 3 of
. that the item
wunt whi  the
nd ="~wances,
W the amount
82.00 _end
1ese  ~mounts
and deduction
etitioner is not
for charitable
y of its income
irs. RES IPSA
\urs)

1e language of
express terms
ynsideration of
t even begin,
1ether to apply
1 statutes that

1 of the nation,
trine of strict

exemptions.
ciemption from
istakable from
ised. Thus, the
» granted in a
be mistaken.’

enalties, it has
] penalties for
X payments by
ty in respect
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'
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thereof. If penalties could
reasons, the law imposing pe
would be rendered nugatory,
the Government and its mult
adversely affected.

14. Further, the Supre
explained that it is mandatoi
interest at the stated rate in
intention of the law is to
payment of taxes due the (
sense, the penalty and inte
compensatory for the concom
the taxpayer beyond the date
have paid them to the Govern

15. Lastly, it has al
presumptions are in favor o
assessment. The good { th «
validity of their actions are
presumed to have taken in
facts to which their atten
incumbent upon the taxpaye
and failure to do so shall ves
actions and assessments.” (Ci

TA CAS™ NO 7827

“8. Petitioner St. Luke’
liable to pay its deficiency t
Tax, Value-Added Tax,
Compensation, Expanded
Documentary Stamp Tax for
total amount of Two Hundred
Hundred Twenty Two Thous
Nine and 61/100 (P287
penalties, surcharges and ir
reasons:

8.1 Sec. 27 of the N
Code (NIRC) of 1997 states tt

condoned for flimsy
Ities for delinquencies
id the maintenance of
rious activities will be

e Court has likewise
to collect penalty and
;e of delinquency. The
courage delay in the
rernment and, in this
st are not penal but
nt use of the funds by
hen he is supposed to
ant.

been held that all
he correctness of tax
tax assessors and the
asumed. They will be
consideration all the
n was called. It is
:0 prove the contrary
:gality to respondent’s
‘ions omitted)

M1edical Center Inc. is
as comprising Income
ithholding Tax on
thholding Tax and
able year 2004 in the
jhty Seven Million Two
d Two Hundred Fifty
22,259.61) including
est for the following

ynal Internal Revenue
following: ¢
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D CIS

N

‘Section 27. Rates on I
Corporation.

XXX XX}

(B) Proprietary Educ:
Hospitals. - Proprietary edu
hospitals which are 1 npi
ten percent (10%) on
except those covered by
Provided, that if the gross
trade, business or other acti
(50%) of the total gross i
educational institutions or he
the tax prescribed in Subse
imposed on the entire taxat
of this Subsection, the
business or other activity' m
or other activity, the coi
substantially related to the
by such educational institt
primary purpose or fu
educational institution’ s
maintained and administerec
groups with an issued per
Department of Education, CL
or the Commission on High
the Technical Education ¢
Authority (TESDA), as t
accordance with existing
(emphasis supplied)

Considering that pel
hospital, it is subjected to
(10%) percent for its income

8.2 Petitioner primaril

that it is exempt from the
taxes on the basis of Sectio
National Internal Revenue Cc

Relative to the issue a

NIRC of 1997 reveals:

‘Sec. 30. ~“<emp
orf -ation. The followin
be taxed under this Title
received by them as such: ¢

ome Tax on Domestic

XXX

onal Institutions and
tional institutions and
‘it shall pay a tax of
e taxable incom -
Ibsection (D) hereof:
icome from unrelated
y exceeds fifty percent
ome derived by such
ditals from all sources,
on (A) hereof shall be
income. For purposes
rm 'unrelated trade,
ns any trade, business
uct of which is not
cercise or performance

on or hospital of its
cion. A ‘Proprietary
any private school

y private individuals or
- to operate from the
iIre and Sports (DECS),
Education (CHED), or
1 Skills Development

case may be, in
iws and regulations.

oner is a non-profit
oreferential rate of ten
or taxable year 2004.

Page 9

anchors its argument
/ment of the deficiency
30(E) and 30(G) of the

2 of 1997.

yand, Section 30 of the

m from Tax 1
yrganizations shall not
n respect to income
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‘primarily’ for the promotion ¢
it was constituted. Well-set
when the Ilaw speaks in
langua¢  there is no room f
has to be done is to apply tt
falls within its terms. The v
technical term that require
thinking. It is a word t
comprehend, so plain to be
different interpretations.

In G.R. No. 144104
entitled ‘Lung Center o
Quezon City and Const
Supreme Court had the occ:
‘exclusive’. It held that:

““xclusive’ is define
enjoyed to the exclusion of
participation or enjoyment
defined, ‘in a manner to -
privilege exclusively’. If real
or more commercial purpos
used for the exempted pur
taxation. The word ‘dominai
cannot be substituted f
exclusively’ without doir
Constitution and the law. 'Sc
exclusively.’

Petitioner is therefore
clear and unequivocal proof
that is organized and ope
charitable purposes in order t
of exemption from the pa
deficiency taxes for the taxat

Petitioner  asserts |
Incorporation reveals that it
corporation which is estab
promotion of the charitat
Assuming arguendo that sair
non-stock, non-profit corpor:
a glaring reality that could 1
cloak of being a charitab
organization is established pr

the purposes for which
'd is the principle that
slear and categorical
interpretation. All that
law in every case that
rd ‘exclusive’ is not a
analytical and critical
t is not difficult to
listaken and devoid of

ated June 29, 2004
the Philippines vs.
tir P. Rosas, the
on to define the word

as possessed and
thers; debarred from
and ‘exclusively’ is
clude; as enjoying a
operty is used for one
, it is not exclusively
ses but is subject to
use’ or ‘principal use’

the words ‘used

violence to the
y’ is synonymous with

urdened to prove, by
hat it is an institution
ted ‘ev-Issively’ for
be entitled to the claim
nent of the assessed
year 2004.

it its  Articles of
a non-stock, non-profit
hed allegedly for the

and social welfare.
corporation is indeed a
on, still it is ostensibly
longer hide under the
institution that said
\arily for the purpose of&
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Asse¢ sment Appeals’, the ! 1e Court made the

pronouncement that:

‘The admission of pay |
from the charitable characte
its _f'nds _are devoted
r.-,:..c-nm_rn .-.c_ & _ﬁ
=== In other wordas, ‘w
its primary object and the
able to pay are devoted to |
of the institution, the mere
been made will not depri
benevolent character’

b. ‘Free Sei ices’ re
the amount of P434,056,4¢
mere 13% of its operations !
represents revenues from
paying patients. It is note
alleged ‘free services’ are r
hospital employees and dej
Detail of Discrepancies rel
income tax of petitioner is h
‘A’ and made an integral par

c. Income acknowled
the heading ‘Non: »eratir
which is derived from unrel
other activity of petitioner,
not substantially related
performance by petitioner ¢
functions amounted to P9(
the Annual Income Tax Reti
filed by petitioner is heret:
and made an integral part h

d. Donations allegedh
Episcopal Church Diocese
amounted only to P7,30
.002197 or .2197% of th
declared in the 1nual Incol
taxable year 2004.

e. Petitioner does nc
likewise derived income
business. Selling of drugs a
to in-patients as well as ot

does not detract
1ospital, if all of
sively *~_ ke
&< _a ‘Qtlhllﬁ
1dering charity is
1ade by patients
evolent purposes
hat a profit has

hospital of its

by petitioner in
apresents only a
e remaining 88%
es rendered to
to say that the
ivailed of by the
s. A copy of the
o0 the deficiency
ttached as Annex

petitioner under

her Income’
ide, business and
1duct of which is
he exercise or
imary purpose or
»>3.00. A copy of
] Form No. 1702)
1ed as Annex ‘B’

to the Philippine
xable year 2004
0 or a measly
Gross Revenues
Return (1702) for

the fact that it
s Pharmaceutical
'r pharmacy items
1its does not form¢



CTA Case Nos. 7823 and 7832
St. Luke’s Medical Center, Inc. v. CIR
EC™S ON

Page 14

part of its hospital services.
different frc  the selling of d

f. Rental Income is
account of the space occupiec
petitioner’s Main Bldg. by S:
which is represented by YMO
the Contract of Lease enter¢
Inc. Coffee Shop reveals th
paid by said coffee shop is
(P40,000) or three (3%) p
Gross Sales of the lessee,
likewise stated that the perce
subject to review after two (
Contract of Lease as well a
Monthly Payments for taxa
amount of One Million Six
Thousand Eight Hundred
(P1,621,815.83) is hereto ati
‘D’ and made an integral par
of the contract reveals the |
petitioner employs to earn
slice of the amount of the ear

g. Petitioner’s hospital
sprawling land area locatec
Avenue, Quezon City. Wit
extension clinics being occu
engage in private practice
spaces that cater to the ne
banking institution which i
located within the premises
area. Whether the spaces
being rented out to said occu
by petitioner in line with the
or social welfare purposes is
knowledge.

h. Respondent would
attention of this Honorable (
Lease dated August 3, 200:
Fort Bonifacio Developmel
referred to as the LESSOR
Center, herein referred to as
pre-marked as Annex “AA”
part of its Petition for Revie
that some of the pertinent p
include the following. ¢

ispensing of drugs is
JS.

ikewise derived on
n the Ground Floor of
t's Inc. Coffee Shop,
corporated. A copy of
into between Saint’s
monthly rental to be
orty Thousand Pesos
cent of the monthly
lichever is higher. It
‘age on gross sales is
years. A copy of the
the Summary of the
2 year 2004 in the
lundred Twenty One
ifteen and 83/100
‘hed as Annex ‘C’ and
1ereof. Said provision
siness strategy which
fit and to have a big
1gs of the lessee.

s situated within a
on E. Rodriguez Sr.
the compound are
'd by physicians who
occupied commercial
5 of its clients and a
likewise strategically
petitioner’s occupied
rrein referred to are
nts or offered for free
‘omotion of charitable
nly within petitioner’s

like to invite the
Irt to the Contract of
antered into between
Corporation herein
id St. Luke’s Medical
1e LESSEE which was
nd made an integral
It must be observed
risions of the contract
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argument for exemption. An ¢
ledger which is shown in ¥
(FAN) reveal the amount of
directly appropriated to its b
and nployees. A copy of F/
Annex 'E’ and made an integr.

The following figures w
of the investigation:

Salaries and Wages

SSS, Medicare and ECC Premium
Pag-Ibig Premium

Honorarium

Vacation Leave

Sick Leave

Meal Allowance
Training/Seminar & Staff Develoj
Employee Benefits

Performance Bonus

Uniform

Sports Recreation

Provision for Retirement Benefits
Total

Of the total company
£2,663,701,496.14 for 2004
hefty 29.02% or £773,141¢
and other benefits to its offi
top of that are the cost of
extended to the same group
discounts ranging from 20%
services and medicines. Frin
allocated to the Board of 1
petitioner.

8.4 To further bolster
non-payment of income tax,
part of their documentary
Exemption dated June 6, 19¢
Said letter recognizes petitior
a corporation organized pu
social welfare purpose and
payment of income tax and ti
income tax return pursuant -
then NIRC of 1986, as amend

Page 17

stract of the company’s
1al Assessment Notice
1773,141,824.85 being
rd of trustees, officers
is hereto attached as
part hereof.

e revealed on account

P554,381,562.54
26,342,372.12
2,772,620.27
16,547,526.51
16,413,384.85
14,416,671.21
21,062,711.48
ent 18,265,444.41
23,981,624.90
33,936,062.37
4,056,171.50
1,396,204.60
39,569 17 79
n773,141,824.85

)perating expenses of
the company spent a
4.85 for remuneration
rs and employees. On
nedical benefits being
" people in the form of
- 100% from medical
» Benefits are likewise
istees and Officers of

s claim and justify its
etitioner submitted as
avidence a Letter of
issued by respondent.
r within the purview of
ly for charitable and
s, exempt from the
filing of corresponding
Section 26 (e) of the
l. (Emphasis supplied.)
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R spondent submits tt
Exemption is no longer valid «
longer applicable to the 20(
liability of petitioner in vie
introduced by Section 27(B) ¢
1997.

In 1990, when the
respondent, non-stock, no
exempt from payments of inc
express provision of Sectior
1986, the prevailing Tax Coc
Section 26 (e) of the old Tax

~ :tion 26. Exem,

orporations. The followin¢
be taxed under this Title
received by them as such -

XXX XX

(e) Corporation or as
exclusively used for religiot
athletic, or cultural purposes
of veterans, no part of th
inures to the benefit of am
individual.’

Undoubtedly, the law
relative to the kind of cory
which may av~‘l of the b«
Section 26(e) of the NIR(
provision, it covers I typ:
established to gain profit or r
so long as said corporati
operated ev-lusively for
enumerated therein. In view
Letter of Exemption from
enjoyed the benefits of exen
of income tax for taxable yea

Relative thereto, Secti
Code provides:

‘Sectior ?4 ’b) Private

said 1990 Letter of
1 subsisting. Hence, no
deficiency income tax
of the amendments
1 30 (E) of the NIRC of

illing was issued by
orofit hospitals were
ne tax by virtue of the
'6(e) of the NIRC of
in that particular year.
de avers:

ons fi n tax on
rganizations shall not
| respect to income

XXX

siation organized and
charitable, scientific,
r for the rehabilitation
net income of which
yrivate stockholder or

made no distinction
-ations or associations
ofits laid down under
of 1986. By express
of corporation, be it
or issues stocks or not
s are organized and
le different purposes
areof and armed with a
-espondent, petitioner
ion from non-payment
1990 to 1997.

24(b) of the old Tax

ucational Institution. ¢
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Private Educational
stock or non-stock, shal
their taxable income ex
Paragraph (e) thereof. x:

However, in 1998, Rej
‘National Inf -nal Rev 1ue (
the Legislature radically che
Sec 24 (B) of the old Tax
1997, particularly Section
provision of Section 24(B)
presently states that
Educational Institution, non
likewise required to pay te
taxable income, except
withholding taxes, provided
from unrelated trade, bu

<ceeds fifty (50%) percent
by such hospitals from all s
on subsection (A) thereof
entire taxable income.

Hence, tt legislative
hospitals, although operat:
evident and clearly expres
clear from the foregoing p!
that non-profit hospitals a
(10%) percent on its tax:c
covered by Section (D) of tl
provision enacted by the
intended to amend the
hospital that were previol
stock, non-profit corporatio
the 1977 Tax Code. The 19
petitioner is deemed repeal
NIRC of 1997. Consequentl
option but to enforce the
defenses herein propoundec

Lastly, Revenue Memo
2003 dated September 19,
Regalado (Assistant Comm
provides: ¢

ititution, whether
y a tax of 10% on
those covered by

ic Act of 8424 entitled
» of 1997 was enacted,
:d the provision under
le. Under the NIRC of
3) which adopted the
the old Tax Code, it
e from Proprietary
it b~=~i*3ls are now
10%) percent of their
se subject to final
at if the gross income
1ss  or other activity
the total gross income
-es, the rates imposed
I be imposed on the

:nt of Congress to tax
as non-profit, is very
in RA 8424. Crystal
sion of law is the fact
1ow liable to pay ten
income except those
IIRC of 1997. This new
jislature unmistakably
mption on non-profit
categorized as non-
inder Section 26(E) of
uling being invoked by
'y Section 27(B) of the
ispondent has no other
r on the basis of the

lum Ruling Memo-033-
3 issued by Milagros V.
ner for Legal Service)
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‘The basic difference
and Section 30(E) is that
mentions non-profit hospi
generally enumerates n
organized and operated exc
things, for charitable purpos
is the rule on statutory cons
provision should always pr
provision.

Section 27(B) does nol
in the allocation of its net
from Section 30(E), which r
its net income or asset shall
benefit of any member, ol
specific person.” Although
requirement for non-profit h
percentage of its net income
Section 27(B) considers |
ordinary corporations but s
rate of 10%. xxx’

8.5 Another importar
indisputable fact that responc
against petitioner signifies
Letter of Exemption dated
respondent, stating that pe
payment of income tax.

InG.R.N 117770 d
“1titled Commissioner of
“urmeister Wain “cai
Mindanao Inc. (BWMSCI),

‘Petitioner’s filing of hi
challenging respondent’s cla
serves as a revocation of VA
BIR Ruling No. 023-95.xxx

However, upon the fili
dated March 2, 2000 befi
respondent’s claim for refur
shall be subject to the regul
is deemed a revocation of
and BIR Ruling 23-95.¢
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tween Section 27(B)
e former particularly
s, while the latter
-stock  corporations
ively, among other
. Basic and axiomatic
ction that the specific
ail over the general

rovide any prohibition
ome as distinguished
uires that ‘no part of
long to or inure to the
inizer, officer or any
here is no explicit
pital to allot a certain
r charitable purposes,
1-profit hospitals as
ject to a preferential

consideration is the
nt’s filing of his Answer
, a revocation of the
ine 9, 1990 made by
ioner is exempt from

¢ " January 22, ~007
nternal Revenue vs.
inavian “ontractor
e Supreme Court held:

\nswer before the CTA
for refund effectively
Ruling No. 003-99 and

of petitioner’s Answer
» the CTA contesting
respondent’s services
10% VAT. Such ruling
AT Ruling No. 003-99
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or until December 6, 2007 tc
against it by respondent. F
representative did not appe
being the case, respondent t
issue tt  PAN on account of
right to a p ’‘iminary confere
petitioner that they were n
‘present their side of the case
should be faulted except pel
exercise its right to be hearc
of the F \ is therefore valid
law.

8.7 As regards tax defi
Tax (VAT), petitioner st
corresponding VAT on
pharmaceutical items sold tc
income earned, write-off of |
suppliers and proceeds from
equipment on the basis of
€ :tion 106 (A) and (B) of the

Likewise, on the basis ¢
conducted, Expanded Withhol
charged relative to the variar
made to local suppliers, fo
contractors as well as |
Honorarium in violation of
Regulations (RR) No. 30-200
RR No. 2-S8 in relation to Se
Tax at Source] of the NIRC of

Similarly, Performance
well as Residents and Int
subjected to proper withholc
Section 79 (Income Tax C
relation to Section 24 (Incomu
of 1997.

Lastly, Contracts exec
Coffee Shop and Fort Bo
subjected to the correspondi
Tax pursuant to Section 194 ¢

efute the assessments
Nvever, the taxpayer's
* on said date. Such
5 no option left but to
titioner’'s waiver of his
:e. Hence, the claim of
given opportunity to
5 without basis. No one
ioner for its failure to
Respondent’s issuance
d within the bounds of

ancies for Value-Added
| be charged the
he medicine and
yut-patients, on rental
1g overdue payable to
e sale of property and
ovision on VAT under
{IRC of 1997.

the audit/investigation
ng Tax (EWT) shall be
S in income payments
contractors and sub-
ofessional Fees and
ection 3 of Revenue
and Section 2.57.2 of
ion 57(B) [Withholding
397.

d Christmas Bonus as
n Salaries were not
g tax as provided by
lected At Source) in
Max Rates) of the NIRC

ed with Saints, Inc.
facio Inc. were not
) Documentary Stamp
‘he NIRC of 1997.¢
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A copy of the FAN deta
Details of Discrepancies is
marked as Annex 'E’

8.8 The Supreme Coul
that it is mandatory to collec
the stated rate in case of deli
the law is to discourage delay
due the Government and, in
and interest are not penal b
concomitant use of the funds
the date when he is suppose
the Government.

8.9 Lastly, it has al
presumptions are in favor o
assessment. The good faith «
validity of their actions are
presumed to have taken in
facts to which their atten
incumbent upon the taxpaye
and failure to do so shall ves
actions and assessments.”

Upon Motion!! of petitione
Orlan Marigmen as an Ind
Accountant (CPA) on April 21, 2(

During trial, petitioner pres
Ms. Ellen R. Gawigawen, Rt. R«
Romeo B. Mary, Mr. Orlan H. |
Dizon, Mr. Federico R. Marque
Fa'—al as witnesses.

Petitioner filed its Forme
November 2, 2011 and its Supp
on November 9, 2012, submitt
which this Court substantial

'l Docket, pp. 406-409.
12 Minutes, Docket, p. 422.
13 Docket, pp. 611-634,
% Docket, pp. 819-825.
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1g the aforementioned
hel .0 attached and

has likewise explained
»enalty and interest at
Jency. The intention of
) the payment of taxes
1is sense, the penalty
compensatory for the
y the taxpayer beyond
to have paid them to

been held that all
‘he correctness of tax
tax assessors and the
esumed. They will L
consideration all the
n was called. It is
to prove the contrary
2gality to respondent’s

the Court appointed Mr.

yendent Certified Public
).12

1ted Ms. Cristina Hangod,
. Manuel C. Lumpias, Mr.
wrigmen, Dr. Alejandro C.
Jr., and Ms. Amparo M.

Offer of Evidence * on

mental Offer of Evidence!*

g Exhibits “"A” to “Y5-1";
admitted by way of<



CTA Case Nos. 7823 and 7832
St. Luke’s Medical Center, Inc. v. CIR
DECI I N

Resolutions dated December
~¢ >mber 5, 7712, and January

The documentary evider
admitted are as follows:

Exvhihite

Descript

Audit Results/Assess
000094 with Assessi

deficiency income tax
A-1 The amount £97,700,!
A-2 The date November 2.

Audit Results/Assess
000095 with Assessi

deficiency income tax
B-1 The amount £134,841
B-2 The date November 2.

C SLMC’s administrativi
2008

C-1
D SLMC’s VAT Registrati

BIR stamped received

E SLMC’s Annual Incom
2003

1 SLMC’s Audited Fina
year 2003

-3 BIR stamp received
Maribeth G. Laguntad

F SLMC’s Annual Incom
2004

F SLMC’s Audited Fina
year 2004

F- SLMC’s Statements o
taxable year 2004

F-3 BIR stamped receivec
G Articles of Incorporati
SLMC’s primary purpc

H BIR Letter of Exempti
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2011,
), 2013.

April

» formally off -ed and

ant  Notice No. QA-07-
nt Notice Attachment for
‘the year 2003

.50
2007

ant  Notice No. QA-07-
nt Notice Attachment for
the year 2004

»4.84
2007

yrotest dated January 10,

1 January 14, 2008

"ax Return for taxable year
al Statements for taxable
1 April 13, 2004 by Ms.
fax Return for taxable year
al Statements for taxable

\evenues and Expenses for

1 April 14, 2005
of SLMC
s

dated June 6, 1990 (

17, 2012,
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The phrase: “xxx this
holds that the St. Lu
within the purview
charitable and so
contemplated under
Section 30] of i
Accordingly, it is ex
income tax on inco
organization, and t
income tax return cor.

SLMC’s BIR/PCNC Ci
010-2001 dated Febrt

SLMC's BIR / PCNC ¢
062-2006 dated June

Certification of SLMC"
Council of Social De'
Philippines, Inc. datec

Certification of SLMC’
Council of Social De
Philippines, Inc. datec

Certification of SLMC’
Council of Social De
Philippines, Inc. datec

Department of Socie
(DSWD) certification
profit charitable in:
partner

Province of Capiz, Rc
Series of 1999, “Auth
B. Bermejo to ent
Agreement for a Hos
St. Luke’s Medical Ce
of the Province of Ca
1999.

Memorandum of ¢/
Memorial Provincial H
Center dated Decemb

Mountain Province
Panlalawigan Resoluti
Resolution of Recogn
St. Luke’s Medical (
effort to help the ho
adopted March 18, 20

Letter from  Sister
White Cross Childrel
Manager of St. Lu
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ice is of the opinion and so
; Medical Center, Inc. falls
a corporation for purely
welfare purposes as
ction 26 (e) & (g) [now
[NIRC] as amended.
pt from the payment of
received by it as such
ofore, need not file an
ning such income. xxx "

‘icate of Registration No.
r2,2001

sificate of Registration No.
2006

embership in the National
ypment Foundation of the
igust 15, 2000

)iembership in the National
ypment Foundation of the
igust 24, 2005

)iembership in the National
ypment Foundation of the
igust 10, 2007

Velfare and Development
t SLMC, a non-stock, non-
ltion, is its recognized

; City Resolution No. 306,
ring the Honorable Vicente
into a Memorandum of
al Twinning Program with
r (SLMC) for and in behalf
, adopted on December 3,

rement between Roxas
ital and St. Luke’s Medical
7, 1999,

Bontoc Sangguniang
No. 63, Series of 2002, “A
1 and Appreciation to the
ter, Quezon City, for its
:al in Mountain Province”,

resita Montanano, DC of
Home addressed to the
5 Medical Center dated(
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DD
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I

September 25, 2002

Letter of appreciation
Ms. Nelia F. Tresefie ¢
to Mr. Jose Ledesm
Medical Center

Memorandum of Ag
Children’s Hospital an
1999

Memorandum of Agr
SLMC dated July 6, 20

Respondent’s Formal L
SLMC stamp received .
Details of Discrepancie

Audit Result/Assessr
000205 for alleged del

The amount P237,079

Audit Result/Assessme
for alleged deficiency \

The amount P1,116,4¢

Audit Result/Assessme
for alleged deficie
compensation

The amount P31,546,7

Audit Result/Assessn
000195 for alleg
withholding tax

The amount P17,141,:

Audit Result/Assessn
000162 for alleged de¢
tax.

The amount P338,695

Petitioner’s administre
20, 2008 and filed on «

The date February 20,
Respondent’s letter da

The date November 2i
SLMC

Summary of Results of

Page 28

ted January 15, 2002 from
3ahay Pangarap addressed
President of St. Luke”s

eament between National
5LMC dated November 18,

ment between PCSO and

ter of Demand

wary 21, 2008

1t Notice No. INC-04-
ency income tax
!13.66

Notice No. VT-04-000246
ue-added tax.

50
Notice No. WC-04-000105

y withholding tax on

’.95

it Notice No. EWT-04-
deficiency  expanded

.74

it Notice No. DST-04-

siency documentary stamp

)

‘e protest dated February
2n date

)08
1 November 21, 2007
2007 stamped received by

westigation ¢
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Petitioner’s letter to r¢
2007

BIR stamped received
Preliminary Assessme|

Petitioner SLMC st
December 19, 2007.

Breakdown of Assessr

Petitioner’s letter to
27, 2007 and receivec

Petitioner’s reply to
2008

Respondent BIR stam
21, 2008.

Report of SLMC’'s B
Department on mea
debts that have been

Schedule showing
Honorarium.

Alpha List of SLMC’s |
Fees of Doctors.

Alpha List of SlI
Compensation

Alpha List of comper
tax - compensation.

Alpha List of doctors ¢
SLMC’s Alpha List of r

SLMC’s schedule of
entities.

Certificate of Exempti
SLMC's DOH License t

Contract of Lease bet
Development Corpora

SLMC’s Social Serv
Recognition from Pro\

Letter of Ms. Cristina
2004 from the B:
Quezon City

Letter to Mr. Jose Le
from the Office of the

Page 29

yondent dated December 5,

1 December 5, 2007
Notice (PAN)

wped received date on

1t in the PAN

spondent dated December
y respondent on even date.

e PAN dated January 18,
d received date on January

1g and Accounts Services
employed to collect bad
itten off.

ithholding of taxes on

ension Clinic — Professional

C's  Extension Clinic -

tion subject to withholding

5LMC’s Main Hospital.
ular suppliers for 2004.

payments to government

of the Episcopal Church.
Jperate

en SLMC and Fort Bonifacio
n

s Department Plaque of
ce of Pangasinan

. Hangod dated October 6,
ingay Operations Center,

sma dated October 7, 2004
ayor of Quezon City ¢
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Judicial Affidavit of
February 20, 2009.

“‘gnature of Ms. Cristi

Province of Capiz, Rc
Series of 1999, “Auth
B. Bermejo to ent
Agreement for a Hos
St. Luke’s Medical Ce
of the Province of Caj
1999

Memorandum of {
Memorial Provincial H
Center dated Decemb

Mountain Province
Panlalawigan Resoluti
Resolution of Recogn
St. Luke’s Medical (
effort to help the ho:
adopted March 18, 20

Letter of Negros
Cauayan Municipal
addressed to Ms. Elle
Medical Center dated

Letter from the Offic
Province of Nueva
mission of the Sagip
dated October 23, 20!

Certificate of Appre
quality health care se
the Office of the M
Province of Nueva Eci

Letter from St. Thec
Medical Center acknc
hospital renovations ¢

Letter of gratitude ¢
Theodore’s Hospital f
Medical Center of an ,

Letter from Fr. Mer
Juan Alano Memorial
Province addressed t
Lukes’s Medical Cente

Letter of Appreciatiol
Hospital dated Febru:
Ellen Gawigawen. g
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Cristina Hangod dated

Hangod

i City Resolution No. 306,
'ing the Honorable Vicente

in a Memorandum of
al Twinning Program with
r (SLMC) for and in behalf
, adopted on December 3,

xement between Roxas
ital and St. Luke’s Medical
7, 1999

Bontoc Sangguniang
No. 63, Series of 2002, “A
n and Appreciation to the
ter, Quezon City, for its
als in Mountain Province”,

cidental, Municipality of
iyor Jerry M. Tabujara
sawin-Gawin of St. Luke’s
-ch 31, 2000.

f the Provincial Governor,
zcaya for medical-dental
yan Foundation and SLMC

ion (for the delivery of
-es, surgical mission) from
r, Municipality of Cabiao,
lated October 5, 2004.

e’s Hospital to St. Luke’s
'dging receipt of funds for
'd February 1, 2002.

d June 7, 2002 from St.
:he donation by St. Luke’s
sthesia Machine.

d Deisy Karganilla of the
ipital, Inc., Isabela, Basilan
Is. Ellen Gawigawen of St.
ated March 21, 2001.

‘om the Air Force General
6, 2004 addressed to Ms.
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000

Certificate of Appreci:
Lunday Study Centel
services to the resic
Botolan, Zambales.

St. Luke’s Medical Cei
27, 2004 for initial
building the church in

BPI Deposit/Payment
depositing the amot
account of Episcoj
Philippines.

St. Luke’s Medical
October 25, 2004 for
of P800,000.00 for

Sultan Kudarat.;

BPI Deposit/Payment
depositing the amol
account of Episco
Philippines.

St. Luke’s Medical
September 7, 2004
construction of the ch

Equitable PCI Accoun
name of Episcopal

Account No. 1198-(
Cotabato City, in the :

St. Luke’s Medical ¢
November 24, 2004
works on the Isular
Kudarat in the amoun

BPI Deposit/Payment
depositing the amol
account of Episco
Philippines.

Picture clippings “St.
Isulan Sultan Kudarat

Letter from Ms. Letici
of Southern Phils.
addressed to Mr.
Accounting Departm
Center.

Resolution No. 2 Se
Episcopal Diocese of |
Innocents Episcopal

to St. Luke’s Medical
generous grant in th:

Page 31

>n dated June 10, 2004 of
or rendering free medical
its of Parel and Bangan,

ir Cash Voucher dated May
nation of P700,000.00 for
ifltan Kudarat.

slip dated June 3, 2004,
of P700,000.00 to the
Diocese of Southern

nter Cash Voucher dated
ish donation in the amount
nstruction of a church in

ip dated October 28, 2004
of P800,000.00 to the
|  Diocese of Southern

nter Cash Voucher dated
or 2nd payment for the
-h in Sultan Kudarat.

[nformation Slip under the
ocese of Southern Phils.
327-10 Makakua Branch-
ount of P400,000.00.

nter Cash Voucher dated
or payment of additional
church building in Sultan
f P619,000.00

ip dated December 8, 2004
of P619,000.00 to the
| Diocese of Southern

ke's The Evangelist Church,
>uthern Diocese”.

G. Uy of Episcopal Diocese
‘ated October 22, 2004
Romeo Mary, Manager,
t of St. Luke’s Medical

s of 2004 issued by the
rth Central Philippines Holy
urch, expressing gratitude
:nter of Quezon City for its
completion of the on-going¢®
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parish building, dated

St. Luke’s Medical Cei
22, 2004 for cash
P1,875,000.00.

BPI Deposit/Payment
depositing the amou
account of Episcopal L

Letter of appreciatio
from the Episcopal Di
Luke’s Medical Cent
amount of P30,000.0(

Thank you letter date
Tagumpay Elemente
Gawigawen, Outreact
Luke’s, for school equ
10, 2003.

Letter of Appreciation
Paz District Hospital
thru Ms. Ellen Gav
Coordinator of St.
equipment received.

Thank you letter date
District Hospital to S
Ms. Ellen Gawig:
Coordinator of St. 1
equipment and appar:

Letter of Appreciatior
Cabahug Hospital to
Luke’s Medical Ce
equipment received.

Letter of Appreciatiol
Office of the First Lad
to Ms. Ellen Gaw
Coordinator of St. Lt
successful Medical M
linen donation to City

Letter dated May 27,
from the Outreach
Operation tuli, San Jo

Letter of Request dat
Milagros  Tolentino,
Malacanang from
Outreach Program Cc
Center on donations
Bacolod City.

Pull Out Slip - Invent

Page 32

iril 24, 2004.

r Cash Voucher dated June
nation in the amount of

lip dated June 29, 2004
of P1,875,000.00 to the
cese North Central Phils.

dated February 27, 2004
ese of Central Phils. to St.
for the donation in the

december 4, 2003 from the

School to Ms. Ellen
rogram Coordinator of St.
1ent received on November

ated July 30, 2003 from La
St. Luke’s Medical Center
awen, Outreach Program
.uke’s, for the hospital

July 30, 2003 from La Paz
Luke’s Medical Center thru
an, Outreach  Program
e's, for reusable hospital
S.

ated June 7, 2003 from 1J.
r. Jose F.G. Ledesma, St.
rr for various hospital

lated May 28, 2003 from
-ity of San Jose Del Monte,
wen, Outreach Program
's Medical Center, for the
sion (Operation Tuli) and
:alth Department.

003 to Dr. Arsenio Cantos
>rogram Coordinator re:
del Monte City, Bulacan.

December 8, 2003 to Ms.
Office of the Gentle,

Ellen R. Gawigawen,
dinator, St. Luke’s Medical
' the Cataract Operation in

r Control Section St. Luke’'s¢
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Medical Center Sterile

Letter of Appreciatior
Gen. Vicente Lim Ele
Village, Tondo to Ms.
Program Coordinator,
school materials and €

Letter of Appreciation
City Social Welfare at
Mandaluyong City to
CEO, St. Luke’s Med
equipment.

Letter of Appreciation
Municipality of Cabiac
Ecija to Mr. Jose Le
Luke’s Medical Cente
equipment.

Letter of Solicitation 1
Cabiao, Nueva Ecija d

Letter to Ms. Ellen Ga:
from Bethlemhem Hc
Baliuag.

Kapasiyahan dated Ei
Office of the Baran
Mansalay.

Letter to Jose Ledesn
from the Office of
Municipality of Victoric

Letter to Jose Ledesn
from the Blue Mantle
Abandoned, Inc.

Letter to Jose Ledes
from the Blue Mantle
Abandoned, Inc.

Pictures of elderly wi
Mantle’s Temporary Sl

Letter of Donation to
Officer, San Jose Del
2003.

SLMC Cash Voucher «
donation to Episcopal
Inc. in the amount of

BPI Deposit/Payment
the amount of P1,2¢
Episcopal Diocese of t!

Page 33

1pply re: various Items.

lated June 23, 2004 from
entary School, Magsaysay
‘llen Gawigawen, Outreach
. Luke’s Medical Center, for
lipment.

ited July 29, 2004 from the
Development Department,
. Jose Ledesma, Pres. and
il Center, for donation of

ated May 5, 2004 from the
Dffice of the Mayor, Nueva
sma, Pres. and CEO, St.
for donation of medical

m the Office of the Mayor,
» May 6, 2004.

jawen dated March 5, 2004
e of Bread, Little Baguio,

-0 27, 2003 issued by the
y, Sta. Maria, Bayan ng

dated December 31, 2004
the Sangguniang Bayan,
-aguna.

date September 16, 2004
Temporary Shelter to the

a dated August 24, 2004
Temporary Shelter to the

their caregivers from the
ter.

e Office of the City Health
nte, Bulacan dated May 8,

:ed June 21, 2004 of cash
acese of the Northern Phils.
,280,000.00

ip dated June 29, 2004 in
000.00 to the account of
Northern Phils.[
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04
04-1

04~
1-2-1 to
273

Q4

Q4

SLMC Cash Voucher d
donation to Episcopal
Inc. in the amount of

Official Receipt No. (
issued by the Episc
Phils. to SLMC

SLMC Cash Voucher ¢
cash donation to Epis:
Inc. in the amount of

Judicial Affidavit of M
March 27, 2009.

Signature of Ms. Ellen

Judicial Affidavit of |
dated May 29, 2009.

Signature of Rt. Rev.

CTA Decision dated Fi
No. 6746.

CTA Decision dated
Case No. 6993.

Schedule/Statement «
2003 and 2004 prepa

Judicial Affidavit of
October 15, 2009.

Signature of Mr. Rom:
Other Income/Expens

Schedule of Investme
Reports, Supporting I

Photocopies of rele
schedule of Investme

Schedule of Bad Debt

General Policy of
uncollectible accounts
Department)

Scheduie of Professii
period 2004

Alphalist of EWT - Pr¢
Schedule of Honorarit

Schedule of VAT-C
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:d January 6, 2004 for cash
iocese of the Central Phils.
,000,000.00.

39 dated January 9, 2004
al Diocese of the Central

ed December 23, 2003 for
»al Diocese of Central Phils.
,000,000.00.

Ellen R. Gawigawen dated

Gawigawen.

Rev. Manuel C. Lumpias

nuel C. Lumpias.

‘uary 23, 2009 in CTA Case
yvember 21, 2008 in CTA

Revenues and Expenses for
1 by Mr. Romeo B. Mary.

r. Romeo B. Mary dated

B. Mary.
Schedule

s in Trust Funds; Financial
esting Schedules

nt documents supporting
» in Trust Funds

xpense

Writing-off worthless or
3illing and Accounts Service

il Fees - H.O. for taxable

ssional Fees — H.O.

). Registered Supplier of ¢
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S4-1
S4-1-1 to
S4-1-233

S4-1-7 5to
S4-1-414
~1-1-41 to
S4- 520
sS4 to
S4-1-697

S4-2

T4
T4-1
T4-2

V4.~
V4-2-1 to
203

W4

w4-

wo -
wa.

X4
> -1

X 2
X4-2-1 to 26

Goods

Photocopies of relev
receipts, invoices sup
Registered Supplier o

Schedule of Verified
of Goods

Schedule of VAT-Corg
Schedule of verified V

Photocopies of relev
receipts, invoices sup
Contractor

Schedule of VAT-Indi\
Schedule of verified V

Photocopies of relev
receipts, invoices si
Individual Contractor

Schedule of VAT-Reg
Goods

Schedule of verifie(
Supplier of Goods

Photocopies of relev
receipts, invoices sl
Registered Individual

Schedule of VAT-C«
Services

Schedule of verified \
of Services

Photocopies of relev
receipts, invoices sup
Registered Supplier of

Schedule of Donation:

Schedule of verifie
Churches

Photocopies of relev
receipts, invoices i
Donations to Episcope
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t documents e.g., official
ting schedule of VAT-Corp.
oods

r-Corp. Registered Supplier

.ontractor
-Corp. Contractor

t documents e.g., official
ting schedule of VAT-Corp.

Jal Contractor
-Individual Contractor

t documents e.g., official
yorting schedule of VAT-

ered Individual Supplier of
VAT-Registered Individual

t documents e.g., official
orting Schedule of VAT-
pplier of Goods

Registered Supplier of

"-Corp. Registered Supplier

t documents e.g., official
ting Schedule of VAT-Corp.
arvices

) Episcopal Churches

Donations to Episcopal

t documents e.g., official
support of Schedule of
hurches¢
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181
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A5 -1to 2

B5

- 5-1
B5-1-1
E 3

C5
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E5

~3-1-1to "2

F5- -

G5
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Schedule of payment
Laguna Lake Develop

Photocopies of relev
receipts, invoices i
payment to Quezon
Lake Development AL

Schedule of Exemp

Medical Equipment
Supplies, Research
Supplies

Photocopies of relev
receipts, invoices in s
Transaction for Im
Instruments, Medical
and Replacement Sup

Schedule of VAT (CP
Research - 15%)

Photocopies of relev
receipts, invoices si
(CPIP/ Advertising/ Re

Schedule of VAT (CP.
Research - 10%)

Photocopies of relev
receipts, invoices si
(CPIP/ Advertising/ Re

Schedule of Interns A«

Schedule of Resident
year 2004

Payroll Disbursement

Vouchers and reley

Christmas Bonus

Photocopies of Vouc
supporting Christmas

Schedule of Performar

Photocopies of releve
receipts, invoices
Performance Bonus

Certificates of ac
recognized medical so

Report prepared
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Quezon City Government ~
nt Authority (LLDA)

t documents e.g., official
support of Schedule of
ty Government & Laguna
rity (LLDA)

Transaction for Imported
Instruments, Medical
Ipplies and Replacement

t documents e.g., official
port of Schedule of Exempt
ted Medical Equipments,
Jpplies, Research Supplies
s

Advertising/ Recruitment/

t documents e.g., official
yorting Schedule of VAT
Jitment/ Research - 15%)

Advertising/ Recruitment/

. documents e.g., official
yorting Schedule of VAT
Jitment/ Research - 10%)

unt for taxable year 2004

actors Account for taxable

Jister

t documents supporting

‘s & relevant documents
Juses

Bonus-Extension Clinic

documents e.g., official
Ilpporting  Schedule of
ditation from different
ties

by duly-commissioned ¢
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NNNNN

NNNN -1

PPPPP
PPPPP-1

W5

X5-1
Y5

Y5-1

St. Luke's
Agreement ¢

The text of t
that resident
employees o
this agreeme

Judicial Affid
Signature of

Job Descript
May 2008

Name and si

Judicial Affic
executed on

Judicial Affid
on June 28,

Signhature of

Supplement:
prepared by
Certified Pu
Marigmen

Signature of

Judicial Aff
executed on

Signature of

On the other hand,
Evidence!® on May 25, 2
A”, inclusive of sub-marl
way of Resolution dated .

Respondent’s docun

Fvhibit

Letter of A
February 20

Notice of In
2007. ¢

15 Docket, pp. 714-722.
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:er Collective T~ argaining

1 reads: “It is understood
fellow and interns are not
AL and are not covered by

rjandro C. Dizon
y Dizon

'resident implemented on

. Federico Marquez

Federico R. Marquez, Jr.
111

mparo M. Faigal executed

M. Faigal

ated August 23, 2012,
ymmissioned Independent
int (ICPA), Mr. Orlan H.

Marigmen

Ir. Orlan H. Marigmen
012

Marigmen

t filed her Formal Offer of
itting Exhibits “1” to “14-
h this Court admitted by
112.

idence are as follows:

LOA 00041198 dated 5

~ence dated 21 November
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2-A

10

10-A

11

11-A

12

12-A

Name and signature «

Stamp receipt of St
and the name Oyet N

Preliminary Assessme
Name and signature «
Stamp receipt of St. |
Details of Discrepanci

Formal Letter of
Discrepancies.

Name and signature «
Name and signature «
Details of Discrepanci

Audit Results/Asses:
Documentary Stamp

Audit Results/Asses:
Withholding Tax on C

Audit Results/Asses:!
Expanded Withholdin:

Audit Results/Asses:
Value-Added Tax (VA

Audit Results/Asses:
Income Tax.

Memorandum Report
Name and signature «
Judicial Affidavit of R«
Name and signature ¢

First Request
Records/Documents ¢

Name and signature ¢

Second Request
Records/Documents ¢

Mr. Romulo L. Aguila, Jr.
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.uke’s Medical Center, Inc.

n.
Notice.
Mr. Romulo L. Aguila, Jr.

<e’s Medical Center, Inc.

)yemand with Details

Mr. Romulo L. Aguila, Jr.

Mr. Romeo B. Mary.

ent Notice for
x (DST).

ent Notice for
1pensation.

ent Notice for
‘ax (EWT).

ent Notice for
ent Notice for

ited 7 December 2007.
Rogelio P. Gonzales.
ilio P. Gonzales.
Rogelio P. Gonzales.

for Presentation
ed 5 February 2007.

Rogelio P. Gonzales.

for Presentation
ed 16 February 2007.¢

of

deficiency

deficiency

deficiency

deficiency

deficiency

of

of
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13-A

14

14-A

N

Name and signatut

Final Request
Records/Documents ¢

Name and signature ¢

In the Resolution dated Ma

was submitted for

decision,

respondent’s Memorandum filec
petitioner’'s Memorandum filed c

The

parties submitted the

Court’s resolution:

\\1.

Whether Responder
Petitioner for alleged
for the taxable year
by tF statute of limit

Whether Petitioner is
corporation organize
social welfare purpos
and (G) of the NIRC
under Section 27(B) ¢

Whether or not the Le
June 6, 1990 issut
Petitioner, which
documentary evide
Petitioner, where it €
payment of incomi
corresponding income
and subsisting and t
the deficiency ince
Petitioner.

Whether or not Petitit
assessment for the te

16 Docket, pp. 216-217.
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of Rogelio P. Gonzales.

for Presentation of
ed 17 April 2007.

Rogelio P. Gonzales.

h 8, 2013, the instant case
into consideration
n December 26, 2012 and

-aking

March 4, 2013.

following issues'® for this

5 right to assess
leficiency incomr tax
)03 is already barred
ons.

non-stock, non-profit
for charitable and
under Section 30(E)
*a non-profit hospital
‘he 1997 NIRC.

ar of Exemption dated

by Respondent to
rms part of the
-e submitted by
'mpts the latter from
tax and filing of
ax return is still valid
arefore, applicable to
e tax liability of

er is liable to pay the
able year "104 in the¢
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total deficiency tax o
Seven Million Two
Thousand Two Hundrt
61/100 * 7,222
deficiency income t:
R237,079,523.66, def
amounting to #£1,1
withholding tax on cc
to £31,546,727.95,
withholding tax
R17,141,31" .72 and |
stamp tax in the ar
including penalties, su

5. Whether Respondent
certain expenses fror
income.

6. Whether Petitioner fail
certain income  pi
expanded withholding

7. Whether Petitioner is
penalties for alleged
Section 248(A) of the
Republic Act No. 8424

The Court shall resolve fil
with respect to the deficiency in«

Perio’ f limitation
upo 1e assessment of
ta>

The period within which int
assessed and collected is laid dc
of the NIRC of 1997, as amende

“SEC. 203. Period of Lin
and Collection. - Except as

Page 41

Two Hundred Eighty-
lundred Twenty-Two
Fifty-Nine Pesos and
59.61) comprising
in the amount of
ency value-added tax
>,454.49, deficiency
pensation amounting
leficiency expanded
amounting to
ficiency documentary
unt of R338,695.76,
harges and interest.

arred in disallowing
Petitioner’'s 2004 net

| to withhold taxes on
ments subject to
X.

able for compromise
non-compliance with
IIRC, as amended by

the issue of prescription

me tax.

nal revenue taxes may be
n in Sections 203 and 222

to wit:

ation Upon Assessment
ovided in Section 222, ¢
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internal revenue taxes st I
(~) years after the last day
filing of the return, and no p
assessment for the collectic
begun after the expiration
That in a case where a re
period prescribed by law, t
shall be counted from the da
purposes of this Section, a r
day prescribed by law for t
considered as filed on such l:

Based on Section 203, int
assessed within three (3) years
the period fixed by law for the
actual date of filing, whichever
matters relating to prescription
-s3sess internal revenue taxes
interests of taxpayers from unre

Necessarily therefore, th
internal revenue taxes on t
indefinitely the period of as
taxpayer of the assurance that
to further investigation for tax
reasonable period of time.’

However, it must be poir
prescriptive —eriod for the BIR
Section 203 of the NIRC of 199
are regularly filed pursuant to le

But when the government
so as to prevent its lawful agen
tax liabilities due to a false
intended to evade payment of
the prescriptive period is ten (
of the falsity, fraud or omissior
or fraudulent return with inten

17 Commissioner of Internal Revenue vs. .
167765, June 30, 2008.
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> assessed within three
escribed by law for the
:eeding in court without
of such taxes shall be
such period: Provided,
rn is filed beyond the
three (3)-year period
‘he return was filed. For
Jrn filed before the last
» filing thereof shall be
“day.”

nal revenue taxes must be
yunted from the last day of
ng of the tax return or the
; later.  This rule governs
" the government's right to
rimarily to safeguard the
sonable investigation.

government must assess
e so as not to extend
ssment and deprive the
will no longer be subjected
; after the expiration of a

'd out that the three-year
assess tax liabilities under
s applicable to returns that
3| requirements.

5 placed at a disadvantage
from proper assessment of
return, fraudulent return
x or failure to file returns,
) years after the discovery

In the absence of a false
‘0 evade tax, and where a¢

= Development Corporation, G.R. No.
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return has been filed, the p
extended, where the taxpayer
agreed in writing to its assessir
the time prescribed in Section 2
tax, and after such time, the ta
the period agreed upon. Thes
Section 222 of the NIRC of 1997

“SEC. 222. Exceptions
of Assessment and Collection

(a) In the case of a f
with intent to evade tax or
the tax may be assessed, or
the collection of such tax
assessment, at any time wi
the discovery of the fals
Provided, That in a fraud
become final and executory,
judicially taken cognizance ¢
action for the collection there

(b) If before the ¢
prescribed in Section 203 f¢
tax, both the Commissioner
agreed in writing to its asst
the tax may be assessed \
upon. The period so agreed
subsequent written agreer
expiration of the period previ

(c) Any internal rever
assessed within the period o
in paragraph (a) hereof may
or levy or by a proceeding
years following the assessme

(d) Any internal reven
assessed within the period a¢
paragraph (b) hereinabove
distraint or levy or by a proc
period agreed upon in writing
the five (5)-year period. Th
may be extended by subseq

Page 43

iod of limitation may be
\d the Commissioner have
1t prior to the expiration of
3 for the assessment of the
nay still be assessed within
scenarios are governed by
to wit:

to Period of Limitation
FTaxes. -

;e or fraudulent return
failure to file a return,
proceeding in court for
may be filed without
n ten (10) years after
, fraud or omission:
iIssessment which has
e fact of fraud shall be
in the civil or criminal

diration of the time
the assessment of the
ind the taxpayer have
sment after such time,
hin the period agreed
)n may be extended by
nt made before the
sly agreed upon.

» tax which has been
imitation as prescribed
e collected by distraint
' court within five (5)
of the tax.

- tax, which has been
.ed upon as provided in
may be collected by
ding in court within the
yefore the expiration of
Jeriod so agreed upon
:nt written agreements ¢
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made before the expiration
agreed upon.

(e) Provided, howeve
immediately preceding Sec
hereof shall be construed to
and investigation or inquiry i
accordance with the provisior
or decree.”

Clearly, the three-year per
petitioner considering that none
Section 222 is applicable to |
period to assess petitioner for |
the taxab™ year 2003 commer
last day prescribed by law for t
is the 15th day of the fourth mo
taxpayer's taxable year.

As may be gleaned from
petitioner employs the calenda
Annual Income Tax Return.
Income Tax Return for the tax
2004. Counting from April 15,
April 15, 2007 to assess petitio
tax for the taxable year 2003.
Audit Results/Assessment Not
deficiency income tax for the
only on November 22, 2007, wh
peric - prescribed by law. Hence
deficiency income tax for the t
cancelled and withdrawn for ha
3-year prescriptive period provic

A. F*CIENCY EXPANDED W
TAX -P17,°41,312.7"

In the Formal Letter of
petitioner liable for deficiency
honorar m and various incom
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" the period previously

That nothing in the
n and paragraph (a)
‘horize the examination
> any tax return filed in
of any tax amnesty law

1 to assess is applicable to
f the exceptions stated in
titioner; thus, the 3-year
defic 1cy income tax for
s from the date after the
filing of the return, which
h following the close of the

the records of the case,
/ear as basis for filing its
stitioner filed its Annual
le year 2003 on April 13,
004, respondent had until
r for its deficiency income
ywever, respondent issued
» No. QA-07-000094 for
ir 2003 against petitioner
1 is way beyond the 3-year
petitioner’s assessment for
able year 2003 should be
\g been issued beyond the
1 by law.

HHOLDIN~™

'mand, respondent found
WT on professional fees,
payments for the taxable
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Honorarium not subjcuicu w svaus

wwding tax (BIR Ruling 43 .1 & RMC'

004) [ 16,547,526.51 , 15% | 2,482,128.98

Tota’

Inte. cou

2,902,590.04

1,726,577.19

Compromise

25,000.00

Tota"

4,654,167.23

On the other hand,
professional fees and honorariu
payment to “doctors’ profession.
taxes were properly withheld a
for doctors in compliance with
1997, as amended, and Se
Regulations No. 02-98. Petition
records, honorarium amounted
not P16,547 °56.51 5 allegec
W e given to f tioner’s doct
medical heads of various institt
These payments were subjec
professional fees at the rate of €

Section 2.57.2 of RR No. -
30-03, provides as follows:

“(I) Professional fe
practitioners. - Any amount
medical practitioners (incluc
doctors of veterinary sci
hospitals and clinics, or pai
practitioners by patients w
confined’ to such Hospitals ¢
to such medical practitioner
organizations (HMOs) and/c
which is likewise covered b
Fifteen percent (15%), if the
medical practitioner for th
P720,000; and Ten percent (

Clearly, from the foregc
medical practitioners are sub
percent (10%), if the current
P720,000.00 and below, or fi
current year’s income payment

atitioner contends that
were recorded as part of
fees”. The corresponding
| reported in the alphalist
ection 57 of the NIRC of
ion 2.57.2 of Revenue
also points out that per its
ily to #11,707,512.49 and
oy respondent. Honoraria
s who were appointed as
s or centers of petitioner.
1 to withholding tax on
1er 10% or 15%.

18, as amended by RR No.

paid to medical
llected for and paid to
, doctors of medicine,
e and dentists) by
directly to the medical
) were ‘admitted and
Clinics, or paid directly
oy health maintenance
similar establishments
Section 2.57.2(A)(1) -
icome payments to the
current year exceeds
%), if otherwise.”

g, income payments to
't to EWT either at ten
'ear’'s income payment is
ien percent (15%) if the
ceeds £720,000.00.c¢
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.V°'T on certain inc me
F-- 7’ T I jular
appl’ s (""" m N 5. *° to
)

Petitioner alleges that res
the fact that in recording
corresponding input VAT wer
expenses and/or assets. Petit
VAT-registered, its activities sul
to pharmacy sales to out-pa
contends that a VAT-registered
in transactions not subject to
equivalent to the total input
attr’ uted to tr—1sactions ¢ Hjec

Moreover, petitioner explai
supplies that are used in cc
services rendered by its ho:
suppliers are VAT-registered ta:
to petitioner. Since petitioner
arising from these purchases, it
records the costs of supplies as
regular suppliers.

In support, petitioner cites
taxation that taxes are witht
amount constitutes both incoi
which corresponds to taxes is ni

To prove that the expe
subject of the deficiency EWT
VAT, petitioner presented its .
Schedule of VAT on Corpor:
Goods %°, Schedule of VAT |

25 Attached to Exhibit "NN".
26 Exhibit “s*"
27 Exhibit “T*"
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ndent failed to recognize
S expense and assets,
recorded as part of its
ner argues that while it is
ict to VAT are limited only
nts. Petitioner further
arson who is also engaged
/AT is allowed tax credit
1X which can be directly
-0 value-added-tax.

that it incurs expenses for
1ection with the medical
tal. Petitioner’s regular
ayers and pass on the VAT
innot recognize input VAT
1ds on as part of costs and
1e total amount paid to its

1e basic principle in income
d only on income. If an
» and taxes, that portion
subject to withholding tax.

es or income payments,
sessment, are inclusive of
hedule of VAT on Rent?®,
+ Registered Suppliers of

Corporate Contractor %/ , ¢
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Sct  dule of VAT on Individual C
on Individual Registered Suppli
of VAT on Corporate Registerec
the related cash vouchers, invo
and official receipts. Howev
documents insuffic 1t. Even
paid or incurred by petitioner
petitioner failed to clearly estal
asset accounts such purchase
should hav presented its det:
all the purchase transactions

under each expense or asse
deficiency EWT assessment a
purchases with those reflected
supporting invoices/official rece
not ¢ “ject to withholding tax, |
the VAT was included in the ir
the subject deficiency EWT asse

~. Payments to
~avernment entities
(Item Nos. 8, 9 and
11)

Petitioner argues that pay
stamp tax, local government t
those enumerated as payment:
Likewise, petitioner avers that
Development Authority (LLD.
Government, which were booke
subject to withholding tax.

Petitioner presented its
Government and LLDA3! for the
the following payments to LLDA

28 Exhibit “U*".
2% Exhibit “V*".
30 Exhibit “w*”,
31 Exhibit “Y*".
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itractor®®, Schedule of VAT
; of Goods®® and Schedule
suppliers of Services®® and
s, statements of account,
, the Court finds these
ugh VAT may have been
n some of its purchases,
sh under what expense or
were booked. Petitioner
2d general ledger showing
corded (inclusive of VAT)
account, subject of the

reconciled the recorded
n the VAT schedules and
s. Thus, while the VAT is
sitioner failed to prove that
'me payments upon which
ment was based.

ents such as documentary
. and VAT are not among
subject to withholding tax.
1alties paid to Laguna Lake

and the Quezon City
as “Miscellaneous” are not

schedule of Payment to
/ear 2004, which reflected
1d Quezon City Treasurer:/
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withholding tax system under B
17-2003.

Petitioner did not submit d
alleged casual purchases below
importations, petitioner present
Purchases and Brokerage Fee
2004 and the related invoices ¢
these documents proved that
medical equipment and supp
customs fees, duties and VAT, h
whether the same formed part
Medical Equipment” in the amc
which a 1% EWT was imposed
should have provided a de
transactions recorded under
Medical Equipment”. Even thot
to local purchases, petitioner
importations and customs fe
included by respondent in the ¢
1% EWT assessment.

4.7 : 53¢~ bje r-d41
> or 10%
Wii" oldin—~ Tax (Item
2.7 7)

Per its recomputation of t
withholding tax, petitioner i
professional fees in the amol
£10,728,140.28 under th
advertising/recruitment/researcl
subjected to 10% or 15% EW1
the total income payments subje

Petitioner submitted
(CPIP/Advertising/Recruitment/|

33 Exhibit “z*”
34 Exhibit “z* 1"
35 Exhibit “A%".
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. Revenue Regulations No.

uments to substantiate its
10,000.00. As regards its
1 its Schedules® of Dollar
1d Handling for the vyear
1 official receipts®. While
stitioner actually imported
s and paid the related
vever, it cannot be verified
the account “Hospital and
nt of #352,507,312.00 on
y respondent. Petitioner
liled breakdown of the
e account "“Hospital and
n the 1% EWT applies only
failed to show that the
, duties and VAT were
nputation of the deficiency

2 deficiency 1% expanded
licated that there were
ts of P3,260,926.24 and

accounts of “CIP/
,  which were already
thus, were deducted from
ted to 1% EWT.

5 Schedule of VAT
search-15% and Schedulec¢
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absence of the detailed genere
asset accounts under which s
booked.

—,onstru ion in
Prc~re 5 (I' m N
20)

A review of petitioner”
Statements (AFS)?8, particularl
Liabilities and Fund Balance:
“Property and Equipment” acc
“Construction In Progress and
£130,200,808.00°°,

As st-ed in Note 17%° of
into a lease agreement with
Corporation on August 3, 2001
land where another hospital wil
shall be effective for a period
another 25 years from the expir

As part of the agreement
rent-free period for the first fivi
minimum lease payment of no
month after the lessee has not
rent-free period. When the les
after the rent-free period of 5y
2% of net revenues*!,

The AFS shows that the
pertains to petitioner’s capitaliz
not subject to EWT.¢

38 Attached to Exhibit “F-1".

3 Notes to Financial Statements, under “8.
Exhibit “F-1".

40 Notes to Financial Statements, attached tc
*! Exhibit “Y-5", p. 45.
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ledger of the expense or
h professional fees were

2004 Audited Financial
the Statements of Assets,
shows that petitioner’s
int includes additions to
)thers” in the amount of

ie AFS, petitioner entered
rt Bonifacio Development
overing several parcels of
)e constructed. The lease
f 50 years renewable for
on date.

petitioner is entitled to a
'5) calendar years and the
ess than £150,000.00 per
xnerated revenue after the
e has generated revenues
irs then the rental shall be

rount of £130,200,808.00
lease payments which are

roperty and Equipment”, attached to

‘hibit “F-1".
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withholding tax, tf
may be.

proper rate

As found by the Independ
Interns Accounts comprised of tl

Page 67

10% or 15%, as the case

t CPA, the Residents and
following*’:

Resident Doctors
Account

21,795,914.73

Tntarne Account

124,800.00

A perusal of petitione
Agreement *® for the years 2(
petitioner’s resident physicians,
under its employ. As such,
petitioner for services rendered
fellows and interns shall be sub
tax instead of withholding tax or

Based on the Summary o
Interns®® provided by petitioner,
made to the resident doctors

720,000.00. Thus, the tota
shall be subject to 10%
£2,192,071.47 pursuant to Sec
as amended by RR No. 30-03.

To recapitulate, petitioner i
the amount of 2,317,996.6
P2,95°.334.53 (in addition {
P10,406,489.93 found earlier
assessment), as shown below:

nny

€7),714.73

5 Collective Bargaining
) to 2005 disclosed that
llows and interns are not
y remuneration given by
y the resident physicians,
t to expanded withholding
ompensation.

yoctors*® and Summary of
idividual income payments
id interns do not exceed
mount of £21,920,714.73
NT in the amount of
n 2.57.2 of RR No. 2-98,

iable for deficiency WTC in
and deficiency EWT of
the deficiency EWT of
1der the deficiency EWT

Neafirien~v EWT

Performance f
Residents and Interns

’59 ~33.06
.92,071.47

f~ 951,334.53 Ve

47 Exhibit “Y-5".

48 Exhibits "NNNNN” and “NNNNN-1".
4% Exhibit “D>"

50 Exhibit “C*"
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that petitioner’s board of truste
directly benefited from its prof
direct contravention of the
taxpayer anchors its own argume

Out of the total
£2,663,701,496.14, petitione
£773,141,824.85 for remunerati
officers and employees; not to |
benefits t ng extended to the ¢
form of discounts, ranging from
100% for medical services and n

Petitioner counters that it
on the basis of Section 30(E) ar
as amended, which provides:

“SEC. 30. Exempt
Corporations. — The followint
be taxed under this Title in re
by them as such:

XXX XXX

(E) Nonstock corpo
organized and operated e
charitable, scientific, athletic,
for the rehabilitation of vete
income or asset shall belong
of any member, organizer,
person;

XXX XXX

(G) Civic league or or
for profit but operated exclus
social welfare; xxx”

Further, petitioner argues
NIRC of 1997, as amended,

Page 70

5, officers and employees
5 and assets, which is a
ry provision where the
t for exemption.

Jerating expenses  of

spent 29.02% or
1 and other benefits to its
antion the cost of medical
m group of people in the
| low of 20% to a high of
dicines.

exempt from income tax
(G) of the NIRC of 1997,

ns from Tax on
organizations shall not
yect to income received

XXX

tion or association
lusively for religious,
r cultural purposes, or
ins, no part of its net
or inure to the benefit
fficer or any specific

XXX

nization not organized
aly for the promotion of

hat Section 27(B) of the
applies only to hospitalse
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organized and registered as
there is nothing in the said Se
orc-1ized and registered as
institutions from tk - coverage
the NIRC of 1997, as amended

Petitioner likewise exple
1997, as amended, does n
charitable and social welfare
covered by Section 30(E) and
amended, however, the Supre
Center of the Philippines vs.
down the definition of a ™he
institution, to wit:

"(T)o determine wh
charitable institution/entity
should be considered inclu
enterprise, its corporate pu
by-laws, the methods of ac
the actual work perform
services rendered, the
beneficiaries, and the us
properties.”

Considering the foregoin
out that it possesses the ch
institution and thus falls unc
and (G) of the NIRC of 1997, «

1. That it was incorporat
non-stock, non-profit
charitable and social v

2. That its operation a
activity that is conduc
an activity that by
charitable;

3. That substantial portic
attributable to the
social welfare activitie

2 G.R. No. 144104, June 29, 2004.

Page 71

-profit hospitals and that
n which removes hospitals
ritable and social welfare
Section 30(E) and (G) of

that while the NIRC of
jive the definition for a
stitution in order to be
) of the NIRC of 1997, as
Court, in the case of Lung
zon City, et al.>* has laid
ble and ¢ cial welf -e

r an enterprise is a
ot, the elements which
1e statute creating the
es, its constitution and
istration, the nature of
the character of the
definiteness of the
nd occupation of the

efinition, petitioner points
teristics of a “charitable”
coverage of Section 30(E)
nended, namely:

Ind is recognized as a
fitution organized for
re purposes;

hospital is not an
strictly for profit, but
S very purpose is

of its transactions are
lit of charitable and
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4, That it extends its m
utilizes its facilities fc
discrimination; and

5. That no part of its n
assets inures to the
persons managing or op

Nevertheless, petitioner co
to reconcile the provisions of Sq
of the NIRC of 1997, as amend
Section 27(B) is the general ru
profit hospitals shall be subject
Section 30 is the exception |
exemption from the income ta:
profit, but organized as non-st
more of the purposes described
1997, as amended.

To prove that it is covered
petitioner claims that it is orge
profit corporation for charitable
as provided in its Articles of It
parts of which are quoted hereu

“That the objects and
corporation is formed are:

(a) To establish, equij
non-stock, non-profit Christic
-1d scientific hospital whi
rehabilitative and spiritual c:
disabled persons; provided
surgical services shall be pe
physicians and surgeons w
individually contracted by the

Petitioner also contend
acknowledged the fact that it is
charitable and social welfare i

>3 Exhibits “G” and “G-1".
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ical services to and
all patients without

income and/or net
ivate benefit of the
ating the hospital.

ands that it is still possible
fion 27(B) with Section 30

Petitioner explains that
which provides that non-
income tax of 10%; while
the rule which provides
of hospitals that are non-
k corporations for any or
Section 30 of the NIRC of

y Sections 30(E) and (G),
zed as a non-stock, non-
'd social welfare purposes,
yrporation®3, the pertinent
er:

urposes for which the

operate and maintain a
benevolent, charitable

shall give curative,
1 to sick, diseased and
at purely medical and
wrmed by duly licensed
) may be freely and
atients;”

that respondent has
ganized and operated as a
titution as proved by the,
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" astter of Exemption that resg
1990°%, to wit:

“xxx this Office is of t
that the St. ' "1ke’s Medical C
purview of a corporation fi
social welfare purposes as co
26(e) and (g) [now Sectiol
amended. Accordingly, it is €
of income tax on income
organization, and therefore,
tax return concerning such in

Petitioner also points ot
Certificate of Registration No.
2001 >, certifying its status
institution. The said C -tificate
| 1ewed by respondent for ano
after its expiration.>®

Moreover, petitioner state:
National Council for Social De
others, requires that a member
chari*=5le or social welfare purf
recognized by the Departme
Development®® and was grante
Philippine Charity Sweepstakes
alleges that it is actively involve
social welfare activities with |
constituents as shown by sevel
letters of appreciation®®, as 1
extending assistance to hospit
institutions, including local gove

>4 Exhibits “H” and “H-1".

55 Exhibit “1”.

¢ Exhibit “J".

57 Exhibits “K”, “L”, and “M”".

8 Exhibit “N”.

9 Exhibit “V”

80 Exhibits “0”, “Q”, “R”, “S”, “T”, “TT”, “UU"
“XXX” to “YYY-1”, “"AAAA”, “BBBB”, and “C

61 Exhibits “P”, “U”, “AAA”, “EEE”, “FFF”, “GG
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1dent issued on June 6,

. opinion and so holds
ter, Inc. falls within the
purely charitable and
amplated under Section
30] of the [NIRC] as
'mpt from the payment
ceived by it as such
2ed not file an income
me. xXxX."”

that respondent issued
0-2001 dated February 2,
as an accredited donee
of Registration was even
er period of five (5) years

‘hat it is a member of the
slopment >’ which, among
1tity must be organized for
s;es. Petitioner was likewise

of Social Welfare and
endowment funds by the
ffice®.  Petitioner further
in providing charitable and
al governments and their
municipal resolutions and
|l as several Agreements
; and other health-related
ment hospitals®. £

JVII, \\YYII, \\ZZII, \\BBBII, \\DDDIII \\'I—I—I'Il,
D".
. "HHH", and "RRR" to “"SSS”.
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Lastly, petitioner
income or assets inur
individual or person as
officers and employees
renc 1 to the host
remuneration.

Considering the re
this Court finds petitione
the taxable year "204 |
NIRC of 1997, as amenc

The Court of Tax
Commissioner of Intert
Center, Inc.®?, adopting
the case of Commission
Medical Center, Inc.®’
reason for imposing in
claim that it is exempt
non-profit corporation o
and social welfare purpc

“First, the Sup

tax imposed under S
hospitals in order fo
of the introduction
likewise explained tt
(E) and (G) of the
together without th¢
under the latter pr
profit hospital wt
o 1 for prc
rate under Sectior
exempt status unde
not-T r-p1 Fit activ

‘The Court |
BIR but on a
Section 27(B) o
income tax _exe

2 CTA EB No. 823 (CTA Case No.
63 G.R. Nos. 195909 and 195960,
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that no part of its net
» benefit of any private
ted by law. After all, its
aries for the services they
its trustees receive no

irguments of the parties,
- deficiency income tax for
d by Section 27(B) of the

En Banc in the case of
le vs. St. Luke’s Medical
| of the Supreme Court in
1al Revenue vs. St. Luke's
occasic to explain the
on petitioner despite its
ue of being a non-stock,
nd operated for charitable

. described the rate of
B), the qualifications of
ate to apply, the effect
foresaid section, and
27 (B) and Section 30
997 can be construed
of such tax exemption
), @ proprietary non-
ne fi m acti it s
ected to the 10% tax
1ay still retain its tax
30 (E) and (G) for its

. the petition of the
)und. M hAald +hat
loes not remove the
-oprietary non-profit ¢

ser 3, 2012.
, 2012,
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hospitals under Section :
27(B) on one hand, and
on the other hand, can

withnut tha removal of st
effect or the introduction
subject the taxable inc
institutions, namely, |
educational institutions

nrnfit hogpitals, among t
by Section 30, to the

under Section 27(B) inste
corporate rate under t
Section 30 in relation to £

‘Section 27(B) ~f_the
preferential tax rate ol
proprietary non-profit e
and (2) proprietary nor
only qualifications for h
must be proprietary and
means private, followin
‘proprietary educational
pr at- school maintaine
private individuals ¢
government permit. ‘Nor
income or asset accrue
member or specific per
income or asset devote
purposes and all its ac
supplied)

Second, the High Court
and (G) of the NIRC of 1
provision under which the
claiming income tax exempt
essential requisites in order
by a charitable corporatio
considered exempt from inc
highlights the High Court's |
be exempt from income tax
NIRC requires that a charit
" rgan” 2d and operated e
purposes. Likewise, to be ex
Section 30 (G) of the T
institution be operated exclu
Viz:ig
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1d (G). Section
30(E\ AarmA N
strued to~~*1er
axempti~~ The
ion 27(B) is to
f two specific
ary  non-profit
oprietary non-
:utions covered
-eferential rate
e ordinary 30%

paragraph of
' 7(A)(1).

mposes a 10%
incema ~F 1)
1al _institutions
hospitals. The
are that they
fit. ‘Proprietary’
definition of a
tion” as ‘any
idministered by
ups’ with a
means no net
r benefits any
th all the net
he institution's
(Underscoring

sed Section 30 (E)
IS amended, (the
ndent SLMCI is
' enumerating the
3 income received
1ssociation to be
1X. The discussion
icement that ‘[t]o
“tion 30(E) of the
stitution must be
rely’ for charitable
‘om income taxes,
equires that the
for social welfare.’
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in a transaction entered
m tioned under Section 36(

Relative the to, RR No. 2
99 and impleme :ing the abc
requisites for valid deduction
income, thus:

“SECTION 2. Amendmei
on the requisites for valid de
gross income is hereby ar
penultimate paragraph of the
now read as follows:

‘Sec. 3. Requisites
bad debts from gross inc
for deductibility of bad de

(1) There must
indebtedness due to the
be valid and legally dema

(2) The same mus
the taxpayer’s trade, bu
profession;

(3) The same must
transaction entered inf
parties enumerated unde
Tax Code of 1997;

(4) The same mus
off the books of accounts
the end of the taxable ye:

(5) The same
ascertained to be worthl
as of the end of the taxat

Additionally, before a ba
worthless, the taxpayer must
uncollectible even in the futu
steps outlined to be undertake
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nto between parties
of this code: xxx”

¢™ amending RR No. 05-
» provision, provides the
f bad debts from gross

- Section 3 of RR 5-99
-tion of bad debts from
nded by deleting the
aid Section and should

*valid deduction of
e, - The requisites
-are:

> an  existing
xpayer which must
able;

be connected with
ess or practice of

)t be sustained in a
between related
Sec. 36(B) of the

)e actually charged
the taxpayer as of
and

ist  be actually
s and uncollectible
year.”

debt can be considered
50 show that it is indeed
. Furthermore, there are
by the taxpayer to prove¢
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that he exerted diligent eff
(1) sending statements of a
letters; (3) giving the accol
 *) filing a col :tion case in

The fact that petition
requisites is not disputed. V
not the amount of P18,042,
uncollectible.

Petitioner submitted
Expenses ', General Poli
uncollectible accounts (I
Department)’? and the Rep«
Services Department’® on
debts that have been
documents merely outline
Billing and Accounts Servic
its outstanding receivables
exerted earnest efforts to
P18,042,796.43. For failu
there is no likelihood
P18,042,796.43 at any tim
validly deduct the said amo

EXg § r t-ubj te

Based on the finding
and remit the required |
payments enumerated he
2.57.2 of RR No. 02-98 in
the NIRC of 1997, as ame
same from petitioner’s de
with Section 34(K) of the s¢

’® philippine Refining Company (now k
Court of Appeals, et al., G.R. No. 11¢

! Exhibit “P-4".

72 Exhibit “P4-1".

73 Exhibit “11".
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collect the debts, to wit:
5; (2) sending of collection

| lawyer for collection; and
70

nplied with the first four
put in issue is whether or
3 has become worthless or

schedule of Bad Debts
Writing-off worthless or
and Accounts Service
LMC’s Billing and Accounts
employed to collect bad

off. However, these
teps to be taken by the
rtment in the collection of
) not prove that petitioner
t the subject amount of
show sufficient proof that
overing the amount of
e future, petitioner cannot
m its gross income.

N

atitioner failed to withhold
nd WTC on the income
low pursuant to Section
1 to Sections 57 and 79 of
respondent disallowed the
2 expenses in accordance
de: ¢

"Unilever Philippines [PRC], Inc.”) vs.
r8, 1996.
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The Court finds that pe
o\ -due payables to suppliers is
the transaction was neither a s.
rental derived as contemplated
108(A) of the NIRC of 1997, as ¢

However, the Court fi
assessment on petitioner’s gross
from the sa of property and eq

Section 105 of the NIRC of
as follows:

“SEC. 105. Persons Liat
the course of trade or t
exchanges, leases goods
services, and any person wh
subject to the value-added
Sections 106 and 108 of this

XXX XXX

The phrase ‘in the coul
means the regular conduct ol
or an economic activity,
incidental thereto, by any
whether or not the persor
nonstock, nonprofit private
of the disposition of its net in
it sells exclusively to memt
government entity.”

Based on the foregoing, th
or transaction entered into by a
trade or business. A transacti
having been entered into by a
or business if it is (1) req
undertaken in pursuit of a comr
Likewise, transactions that ar
pursuit of a commercial or econ
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ioner's write-off of long
ot sub: :t to VAT because
» of goods or services nor
nder Sections 106(A) and
iended.

Is the deficiency VAT
antal income and proceeds
pment to be in order.

)97, as amended, provides

. - Any person who, in
siness, sells, barters,

properties, renders
imports goods shall be
ax (VAT) imposed in
de.

XXX

» of trade or business’
)ursuit of a commercial
including transactions
person regardless of
engaged therein is a
janization (irrespective
me and whether or not
s or their guests) or

VAT is imposed on a sale
erson in the course of any
' will be characterized as
'son in the course of trade
arly conducted; and (2)
rrcial or economic activity.
made incidental to the
nic activity are considered ¢
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as entered into in the cout
“Inciden! ¥ means something
necessary, appertaining to, ot
which is termed the princip:
transaction is not necessarily d
incidentally in the course of trad

Once an activity has been
supply (sale) made while carryil
in the course or furtherance of
made Lt :ween capital and reve
(sale) in the course or furtherar
the disposition of the assets anc
the disposition of a business
anything done in connection
intended termination of a busine

Absent such proof to the ¢
and equipment subject of
considel 1to have been used b
its business. Prior to the sale,
formed part of petitioner’s assef
operations. This means that |
and equipment is an incidental
property and equipment wer
petitioner’s business. Conseque
sale in the amount of P317,400
VAT imposed under Section 10€
amended.

Similarly, petitioner’'s grc
amount of 1,621,815.83 shall
made in the ordinary courst
business. It is to be noted that
conceded to the imposition of Vi
as it did not make any objec
letter’® dated February 20, 2008

74 CS Garments, Inc. vs. Commissioner of Ir
January 17, 2008.

> Ibid.

’¢ Exhibit “DD".
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of trade or business.
)@ as primary; something
lepending upon another,
Hence, an isolated
jualified from being made
or business.”*

antified as a business, any
it on is likely to be made
usiness. No distinction is
le items. Thus, a supply
» of business includes: (1)
abilities of a business; (2)
going concern; and (3)

nvith the termination or
75

trary, the sale of property
e assessment shall be
yetitioner in the conduct of
e property and equipment
being used in its business
titioner’s sale of property
insaction because the said
used in furtherance of
ly, the proceeds from the
0 shall be subject to 12%
) of the NIRC of 1997, as

, rental income in the
» considered to have been
of petitioner’'s trade or
titior - is deemed to have
on the said rental income
ns thereto in its protest

nal Revenue, CTA EB Case No. 287,
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transferred, and the tax the
time the return is filed.

Applying the foregoing
should have filed tt DST re
Lease and paid the corres
September 10, 2001, at th
Lease between Fort Bonifacic
petitioner was executed ol
petitioner’'s obl~ation to f
corresponding DST liability .
10, 2001.

Since the Contract c
Development Corporation
liability for the taxable year
[t of respondent to inch
deficiency DST ¢ j;essment fc
the basic deficiency DST
respondent against petitione
executed with Fort Bonifacii
August 3, 2001 should be
period covered by the assess

As regards the basic
£1,623.00 pertaining to p¢
Saints Inc. Coffee Shop, |
admitted its deficiency DS
contest the assessment.

F. IM [ N
17 HTRGE, INTEFR
"ND CT“MPR™ M
N""T™ES

The compromise peng
cannot be sustained. Pursi
Order No. 01-90, compromi
suggested in settlement of c
imposed or exacted on the
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shall be paid at the same

e instant case, petitioner
or the subject Contract of
ing DST to the BIR on
st, since the Contract of
elopment Corporation and
gust 3, 2001. Clearly,
e return and pay the
ly accrued on September

ase with Fort Bonifacio
ins to petitioner's DST
, it was erroneous on the
he same as pe.. of the
taxable year 2004. Thus,
173,295.00 assessed by
the Contract of Lease it
relopment Corporation on
’slled as it is outside the

ancy DST assessment of
ler's Rent Contract with
ner is deemed to have
dility because it did not

imposed by respondent
t0 Revenue Memorandum
'nalties are only amounts
il liability, and may not be
ayer in the event that ag
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taxpay refuses to pay th
penalties imply a mutual agre
and the Commissioner of In
showing that petitioner con
penalties, the same should not

As regards the interest
respondent against petitioner
income tax assessment for the
finds the same to be improg
cancelled.

As held by the Supre
Commissioner of Internal Rev
Center, Inc.”®, to wit:

“However, St. Luke's h
the letter dated 6 June [99C
that St. Luke's is "a corpor
and social welfare purpose
income tax. In Michae
Commissioner of Internal Re
"good faith and honest belie
tax on the basis of pi
government agencies task«
law, are sufficient justificatic
of surcharges and interest.”

However, this Court fir
interest and surcharge related
VAT and DST liabilities for the t

\""HEREF "ORE,
consolidated F
RONT™ ™.

premises
itions for Rev

The assessment issuet
petitioner for the taxable vy

8 Supra.
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ame. Thus, compromise
ant between the taxpayer
)al Revenue. Absent any
ted to the compromise
imposed.

d surcharge imposed by
| respect to the deficiency
able year 2004, this Court
and therefore should be

Court in the case of
1e vs. St. Luke's Medical

jood reasons to rely on
the BIR, which opined
n for purely charitable
ind thus exempt from
1 Lhuillier, Inc. v.
ue, the Court said that
at one is not subject to
ous interpretation of
;0 implement the tax
o delete the imposition

petitioner liable to the
its deficiency EWT, WTC,
ble year 2004.

onsidered, the instant
are hereby RTI 4

by respondent against

2- "~ covering alleged<”









