REPUBLIC OF THE PHILIPPINES
COURT OF TAX APPEALS
QUEZON cITy .

r

THE UNITED CHURCH OF CHRIST
IN THE PHILIPPINES
Petitiemer,
- Versus = C.T.As CASE Ne, 2010
THE COMMISSIONER OF INTERNAL

REVENUE
’ Respendent.

DECISION

This is am appeal frem the decisien ef the
Cemmissicner of Internal Revenue assessing against
and demanding frem petitiemer the sum of P1,215.46
as income tax amd interests due frem the eperation
of its Geedwill Pharmacy and Clinic im ILubuagan,
Kalinga, Apayae fer 1963,

Petitiomer is a men-steck, mom-prefit, reli-
gieus and charitable cerperation. As onec of its
medical prejects, petitiemer started em Jume 10,
1962 the eperation ef the Geedwill Pharmacy and
Clieric at Lubuagan, Kalinga, Apayse Prevince.

On April 8, 1964, petitiomer filed its 1963
income tax return. Am investigatiemn was cenducted
by respondent of its activity ef eperatimg said
pharmacy amd climic im 1963, amd then am sassessment
noetice dated Jamuary 31, 1968 was issued agaimst
petitiemer in the sum of P1,235.46 after dis-
allewimg im 1its returm the claim ef bad debts due
te the eperatiom ef said pharmacy amd climic.
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On Nevember 11, 1968, petitiemer, threugh
Miss Ruth E. Rauch, pretested the said assessment
on the greund that the disallewance of the bad
debts 1s unreasemable and unjust amd should be
d4llewable as the debtors were already dead and
that the Geodwill Pharmacy amd Climic, beimg eperated
by the United Church ef Christ im the Philippimes,
which 1s 1tself a religious amd charitable cerpera-
tion net being cenducted fer prefit, it is exempt
frem income tax umder Sectien 27(e) of the Natiomal
Internal Revenue Cede.

In a letter dated December 9, 1968, Regional
Directer D, R. Reque of Regional District Ne. 1,
Bureau of Imtermal Revemue, demied petitiemer's
pretest, which is quoted hereunder:

"December 9, 1968

United Church ef Christ im the Philippines
Lubuagan, Kalinga-Apayae

Attn: Miss Ruth E, Rguch
Gentlemen:

Reference is made te yeur letter of
Nevember 11, 1968 pretesting the inceme tax
assessment of P1,235.46 en the eperatiom eof
your Geeodwill Pharmacy amd Clinic fer the
Year 1963 °

The records show that the aferesaid
assessment arese mainly frem the disallew-
ance of your claim fer bad debts im the
amount ef P3,247.09. Yeur claim was dis-
allewed due %e your failure te submit
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tegether with yeur imcome tax returm, a
statement on the prepriety of such deduc-
tien, showimg such pertinemt facts as:

(a) ine mature ef the debt (b) the name

of the debter (c) yeur relatiomship with
the debter (d) when the debt was imcurred
(e) when the debt became due (f) yeur
effert made te cellect the debt (g) hew the
debt was determinmed te be werthless, amd
other vital informatiem cemcerning the same,

In erder that a claim fer bad debt may
be allewed as deduction frem gress imcome
it is imperative te shew that (1) the debt
is actually ascertaimed te be werthless,
and (2) that the same 1s charged-eff im the
books Wlthin the same taxable year.

Your general cemtentien that it is
quite impessible" te cellect the debts be-
cause the debters were all deceased, dees
net fully demonstrate the uncellectibility
of the ebligation, fer the simple reasen
that collectiom may still be effected
against thelr respective estates. Feor a
debt te be allewed, it must met emly be
uncellectible, but must alse appear te be
uncellectible at amy time im the future.

Regarding your ether contemtion that
the Geodwill Pharmacy amd Climnic is eperated,
managed and subsidized by the Umited Church
of Christ im the Philippimes which 1s a reli-
gieus corperation exempt frem taxation umder
Section 27(e) of the Tax Code, please be in-
fermed that the same section alseo prevides
that "the income of whatever kimd amd cha-
racter from any of its preperties, real or
persenal, or from any activity cenducted
fer prefit, regardless of the dispesitien
made of such imcome, shall be liable te the
tax impesed under this God¥#. Indeed, the
Goodwill Pharmacy And Climic 1s yeur preperty,
and therefore, the income should be declared
fer taxatiom purpeses pursuant to the afere-
mentiomed prevision of the law. In fine, the
eperation of the Geodwill Pharmacy Amd Clinic
is "net a purely religieus activity" as te
warrant exemption under the Tax Code.
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Finally, it is te be emphasized that
exemption frem taxatien 1s te be strictly
construed, amnd should not be made te
rest on mere inferences. He who claims
exemption must be able to justify his claim
with the clearest grant of erganic er sta-
tute law. ‘

In view of all the feregoing, it is
regretted that your pretest has te be, as it
is hereby, denied, and yeu are reques£ed to
cause the immediate settlement of the above
liability so as te aveld further accrual ef
penalties,

Very truly yeurs,
(Sgd.) D. R, ROQUE
Regional Director"
An official stamp en this letter shows that it was
released by the BIR Revenue Regional Office Ne. 1
on January 13, 1969. ‘

On February 10, 1969, Regional Director D.R.
Roque agaim wrete petitiomer with the ebservatiom
that the latter ngt having settled tke inceme tax
liability im the sum ef P1,235.46 plus imcrements
thereto, demanded fer the settlecmemt thereof met
later thamrthe end of the month of February, 1969
and threatened that failure to de se will comstrain
him te collect by summary remedies.

In a letter dated March 16, 1969, petitiemer,
threugh SimplicienCaguay, tegether with enclesures
therete, requested for recomsideration ef respemdent's
letter dated December 9, 1968 maintaining, among

others, that the Geodwill Pharmacy amd Climiec is
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operated by it as a religious, men-prefit, nen-
stock erganizatien and is exempt frem payment eof
all kinds ef taxes umder Sectiom 22(3), Article
VI of the Philippime Constitution amd that its
exemptioen on its preperties and activities extends
te these that are incidental te, and nmecessary te
the accemplishment of its purpeses, amd citing as
autherity the decisiomns in the cases of Jesus
Sacred Heart College vs. Collector of Imnternal
Revemue (G.R. Ne, L-6807, May 24, 1954, 95 Phil
16.) and Jese V, Herrera and Ester Herrera vs,
Quezon City Beard of Assessmemt Appeals (G.R.
No. L-15270, Sept. 30, 1961, 113 Phil 177.) and
that its activity of eperatimg said pharmacy and
clinie being a religious er charitable character
and net an acfivity conducted for prefit, is
exempt umnder Section 27(e) of the National Imter-
nal Revenmue Code.,

On April 11, 1969, a letter was agaim sent
te petitiemer, but this time by Regiemal Directer
Maure Calaguio, denying the motion fer recemsidera-
tion fer the same reasons stated in their letter
of December 9, 1968, which, im effect, is predicated
on the ground that sald Geedwill Pharmacy and

Clinic was not organized amd eperated exclusively



DECISION -
C.T.A., CASE NO, 2010

R
for religious er charitab;e purpeses so as te fall
under the exemption granted in Section 27(e) of

the Tax Code, because it cannct be sald that the
operation of sald pharmacy and clinic is imcidental
to, or necessarily comnected with, the accomplish-
ment of petitiemer's functlom as a religieus
organizatiem, said pharmacy and clinic being
undeniably its preperty amd subsidlary amd that,
under the previse im Section 27(e) of the Tax

Code, the income received frem any ef its preper-
ties, real or persenal, regardless of the dispesi-
tion of such income shall be liable te income taxj; that
$he claim that umder the Censtitution (Sec. 22(3)
of Art, XI), it 1s exempt frem all kinds of taxes
is incerrect as this previsiom refers only te real
preperty taxes; and that while it may be true that
petitioner is exempt from taxatien under Sectiem
27(e) of the Tax Code, saild exemption cannet be
extended to cover the operation ef any ef 1its
instrumentality which is not exclusively erganized
for, essential to, er reasenably connected with its
religious purposes under the general principle that
exemption from‘taxation is a derogation of the
pewer te tax and must strictly be comstrued and
cannet rest on mere inplieation and that whoever

claims exemptien thereon must be able te justify
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as more than 30 gys had elapsed frem January 20,
1969, the date the letter of December 9, 1968 was
presumed te have been received through the mails,
since said letter was released by the BIR Adminis-
trative Branch at Bagulo City on January 13, 1969.
We are in agreement with the claim of res-
pondent that the decision te be appealed from,
and to be breught to us upon appeal under Sectienms
7 and 11 of Republic Act Ne. 1125, is that letter
dated December 9, 1968. The assessment in this
case 1s that letter-netice dated Jamuary 31, 1968
since it determined petiticmer's liability and
fixed thé sum for which it is liable for imcome
tax for 1963 in the sum of P1,235.46 inclusive of
interests. (Ventanilla v, BTA, G.R, No, L-7382,
Dec. 19, 1955; see also Bull vs. U.,S. 295 US 247,
260.) This assessment was then subjected te a
protest by petitiomer in a letter dated November
11, 1968 questioning the assessment and claiming
that 1t 1s exempt from said tax. The letter of
Regional Directer D.R. Roque dated December 9, .
1968, subsequently denying petitioner's pretest
is,y therefore, the decision on the disputed or
pretested assessment which ghould be appealed from,
and breught te thils Ceurt, withim 30 days from the

~ date of receipt thereef. (Comm, of Iat. Rev. v,

o
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Villa, et al., G.R. No. L-23988, Jan. 2, 1968,

22 SCRA 33 St,., Stephen's Assn et al, v. Coll. of
Int. Rev., 104 Phil 314.,) The Supreme Court said
in the aforesaid case of St, Stephen's Assn,,
supra.:

"xxx Where a taxpayer questions an
assessment and asks the Collector to re-
consider er cancel the same because he .

(the taxpayer) believes he is not liable

therefor, the assessment becomes a'dls-

puted assessment' that the Collector must

decide, and the taxpayer can appeal te the

Court of Tax Appeals only upen recelpt of

the decision ef the Collecter on the dis-

puted assessment. xxx'"
This decision having been released er semt by mail
to petitioner on Jamuary 13, 1969, aforesaid, it
is presumed to have been received within 5 days
from mailing under Section 8, Rule 13 of the Rules
of Ceurt, or on January 18, 1969 (net January 20
as asserted by respondent). This decision can be
made subject of a moticn feor reconsideration which,
in order te be given due ceurse, must be filed within
the 30-day peried of appeal and which, if not pre
forma (Antonie H. Neblejas vs, Comm. of Int. Rev,
CTA 1923, Resolution, Oct. 4, 1968), will suspend
the 30-day peried to appeal. (Rufine Lepez & Sens
vs. CTA, G.R, No, L-9274, Feb. 1, 1957, 100 Phil
850; Muller & Phipps, Manila Ltd. vs. Coll., G.R.
L-1069k%, March 20, 1958, 103 PHil 1453 Nerth

Camarines Lumber Co. vs. Coll. ef Int. Rev.,

——
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G.R. L-12353, Sept. 30, 1960, 109 Phil 511;

Pang. Transp. Co, vs. Blaquera G.R. L-13101, April
29, 1960, 107 Phil 975.) The 30-day period te
file a motien feor reconsideration or appeal ended
February 17, 1969. The motion fer recensideratien
having been filed only en March 16, 1969, it was
filed out of time by petitiemer and, therefeore,
never suspended the said 30-day period ef appeal.
Consequently, we held that due to petitiomer's
failure to file said motion fer reconsideiation or
otherwise appeal within 30 days frem receipt eof
said decisiem, 1it, therefore,ibacénms final and
unappealable, amd this Court lacks the jurisdiction
to take cegnizance of the appeal.

Having just held that this Ceurt has no juris-
diction ever this case, the dispesition ef the
second issue becomes unnecessary,

WHEREFORE, the imnstamt petition fer review filed
by petitiomer should be, as it is, hereby dismissed.

With cests agaimst petitiener.

SO ORDERED,

Quezen City, May 7, 1977.

CONSTANTE C . ROAQUIN

Associate Judge
I CONCUR:

AMANTE EALLER
Acting Presiding Judge
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