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5. Baliuag Drug Corporation vs. Commissioner of Internal Revenue,
CTA Case No. 5365, May 13, 1998;

6. Del Rosario Corporation vs. Commissioner of Internal Revenue, CTA
Case No. 5357, April 6, 1998;

7. Sto. Rosario Drug Corporation vs. Commissioner of Internal
Revenue, CTA Case No. 5367, February 16, 1998

In the aforementioned cases, this Court disposed the legal issue in this wise:

“After a painstaking scrutiny of the attending facts, the issues
involved, the respective argumentation of the parties and the applicable
jurisprudence, laws and regulations in point, this Court hereby rules in favor
of the Petitioner.

A cursory review of the wordings of Section 4 of Republic Act No.
7432 would reveal that the law literally intended the cost of the 20%
discount to be claimed as tax credit by private establishments. We could not
see any plausible reason for the Respondent to interpret the phrase in a
different way. The discount being available for tax credit as stated in the law
cannot be made incoherent to mean that such discount be utilized instead as
a deduction from gross income and from gross sales as what is provided in
RR No. 2-94.

To be valid, an administrative regulation must not be in contravention
but should conform to the standards that the law prescribes. (Tayug Rural
Bank vs. Central Bank, 146 SCRA 120) Its promulgation must be
authorized by the legislature. (Philippine Administrative Law, Cruz, 1994
ed., p. 32)

RR No. 2-94 which engraved a new meaning to the phrase "tax credit"
as referring to the 20% discount which is deductible from gross sales is
patently incongruous and a deviation from the plain intendment of the law.
It is even repugnant to the common dictionary acceptation of said phrase.

XXX XXX XXX

In declaring that the provisions of RA 7432 prevail over Revenue
Regulations No. 2-94, it is important to point out that the cost of the 20%
discount shall not be treated as deduction from the gross income of the
Petitioner nor deducted from its gross sales for VAT or other percentage tax
purposes. The benefit that can be derived by taxpayers is the privilege of
claiming these discounts as tax credit and no longer as deductions as what
other taxpayers have done. They cannot avail of tax credit and claim said
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