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DECISIORN

Petitioner sought a tax credit of »7,817.00

rapresenting the cowmpensating taxes which it paid

- on various dates in October, 1964 on its importae-

tion of machinery, equipment and/or spare parts,
petitioner, s duly registered gomestic core

poration is engaged, among others, in the manufacture
and/or production of logs and in manufacturing and

processing of wvarious !ui.'iut products such as Vee
neer, plywood, pulp and paper, snd other forest pro-
ducts,

Pursuant to fepublic Act No. 2127, otherwise
known as the Basic Industries Act, petitioner ap=-
plied ‘u June 16, 1963 with the Board of Indus-
tries for exemption from Juties and taxes on its
importations of machinery, equipmsnt and/or spare
parts uhuh‘.-r- ﬁimulr.lnd actually needed in its

~logging and manutacturing operations,
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On October 3, 1966, said application for tax

exemption was approved by the bBoard of Industries

and a certificate of exemption (BI Certificate

Nos 210) was granted to petitioner entitling it to
exemption, among others, from the payment of come-
p-n:.ting tax on its ilp-rtltian of machinery,
spare parts and/or equipment directly needed and
will be used in the manufacture and/or production
of "Logs, Lumber, Veneer, Plywood, Pulp and Paper
and other Forest Products.” Under “ection 7 of
the said laﬁ. tﬁe tax=exemption retroacts as of the

- date of the filing of the application,

Fending approval of petitioner®s application

.!nr tax exemption, it importsd various machineries,

-quiﬁ—-nt and/or spare parts, Some of these ar-
ticles,arrived on board the =5 Oregon in August,

1964 and on which petitioner paid compensating

taxes amounting to ¢7,817.00, the breakdown of
which are as follows:

(1). Air Trac Drill Parts, covered by
Import Entry Dec., No, B=90(64) and paid under
DsRe Npe C=0794976 dated October 7, 1964 in
the amount of #1,272,00 (Exhs, C=3 & P=8, P,
54 & 65, CT* record pp. 12 & 19, t.s.n, Dec,
10, 1974,) .

(2) Three (3) Crates Diesel Engine Parts
and 3 Fuller transmission parts Mgdel 5 F 1220,
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covered by Import Entry “ec, No. BOS0(64) and
pald under O.R, Nge +=0794995 dated Oct., 17,
1964 in the amount of 21,477,000 (Exhs, C~4,
D=7 & D to D=6, p. 55, 64, 58-63 CTA record;
WO 12. 11"‘1'. t."n. Ulﬂ. 10. 1’7‘.)

(3) Three (23) units, GM LCiesel Engine

1 6171 2, covered by Import Entry Dgc,
NG. B-88(64) and paid under O.R. Ng. C=0794990
dated Oct, 16, 1964 in the amount of #4,632,00
(ixhs, C=5, E-B'& E to E=7, pp. 958, 66-7%,

CTA recordsy ppe 12, 19-22, t.s.,n. Dec, 10, 1974)
and

{(4) Three (3) Nae 9179204 Radiator Assembly
for Euclid Model B0 ¥D ‘Truck, coversd by
Ipport fntry D.c. Ng. B-82(64) and paid under
OuRe Noe C-0798008 Sated Oct, 21, 1964 in the
amount of P436,00 (Exhs, Cs6, FaT & F to 76,
ppe 55=-83, CTA recordy pp. 13, 22«24, t.5.N.
DaCs 10, 1974,)

The imported articles above-mentioned were
badly needed in petitioner's apa::ntipn-. As its
application for tax-exemption was then being pro-
cessed by the Board of Industries, petitioner had
o pay the cm‘u-um taxes on said articles
to secure their release !m custom's custody,
(rxhs, D=7, D-I. Fel & r—?. pp. 54, 65, 75 & 83,
CTA record; See also pe 25 t.s.n. Des, 10, 1974,

On October 6, 1966, within the two-year pe-
riod provided by “ection 309 of the National Ip-
ternal Emnu- Code, petitioner filed with res-
pnnu-nt a claim for tax credit of the compensating

taxes paid on the mrm machinery, eguipment and/
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or spare parts, On ths same date patitioner inse
tituted an appeal with this Court seeking tax cre-
dit of erroneously paid compensating taxes ampunting
to ¢7,817.00,

During the pendency of this appeal, respondent
denied petitionerxr®s claim for tax credit on the
ground ﬁhat it has not complied with the prereguisite
of directly using the imported articles in the manu-
facture of paper and pulﬁ since the imported articles
were actually used in the logging operation of peti-
tioner, |

This case was submitted for diallinn based
on the evidence presented by pitttiﬁner and the
BIR records, Respondent, however, suomitted no
evidence to rebut petitionef's irid-nn-.|

The issues to be resolved are the following,
to wit:

14 "hether or not under Republic Act
No, 3127, petitioner is exempt from the com=
pensating tax on its imported machinery,
equipment and/or spare partsy; and

2, Vhether or not the amount refundable
to the petitioner 1: subject to payment of lee
gal interest,

FIRST ISSUE:

Petiticoner contends thgt since the imported

machinery, egquipment and/or spare parts were directly,
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exelusively, and actually used in their lnéginq
operations, &s admitted by the Revenue District
Officer of ‘urigac del “wur (p. 67, BIR record),
the requisites for their mt.iﬁl prescribed by
Republic Act ‘uo. 3127 have, therefore, been satis-
fied and complied with, |

Patitioner has proven by :nmunt.‘wim
that, =ometime in August 1964, it imported machinery,
mimt and/or spare parts which importation was -
admitted by Revenue ﬁmiut I:I.nluh Vitug in hi
memorandum to the Regiongl Director Adated August
50 1968y that petitioner psid the total amount of
'n.u?.nd as compensating taxes on said ﬁlpnmﬂ.om
that the imported machinery, eguipment and/or spare
parts were directly and actually needed and were
used exclusively in its logging operations which
fagt was admitted by Nerie Corvera, Rm Distriect
Officer of Surigao ’ﬁll Sur in his indorserent dated
aApril 22, 1970 (p. 67, Vol, 11, BIR record); and
that on October 3, 1966, petitioner was granted by
the Board of Industries exemption, among others, from
tha payment of compensating tax pursuant to Kapublie
Mﬁ Hye 3127, consequently, we hﬁld that petitioner
is entitled to n' tax credit of compensating taxes in
the amount of ¥7,817,00,

»
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SECOND 15 SUBs

petitioner maintains that it is entitled to
interest on the amount of *7,817.,00 as coﬂp«imutiﬁg .
tax sought to bea credited, that is, from October
6, 1966 vhen the claim for tax credit wvas filed with
respondent, until the date the same is fully credited
since its collection was attended with arbitrariness,
“a find petitiomers sllegetion untenable,

The compensating t-:,t paid by petiticner on

. the imported articles was not arbitrerily assessed

or collected, Petitioner was not exempt from the
payment of compensating tax at the time the imported
machineries were released from customs custody be-
cause petitioner®s applicstion for tax uupt.t.on
was still pending before the Board of Industries.

It is settled doctine in taxation that, in
the absence of arbitrariness in the collection or
assessment of the tax, the government cannot be
held liable for the payment of interest claimed by
the taxpayer. (Coll, vs, Ft, Paul's Hospital ‘of
I1odlo, G.K, Npe L=12127, May 25, 1959) Gibbs vs,
Coll,, G.i, No, L-14166 & L-l4320, April 28, 1962;
Coll, vs, Binalbagan istate, Inc., G.R., L-12752,
Jan, 30, 1965,) /_ colon, court of Tax Appeals Ofe
yest of Internal “evenus Tax Cases, p. 624/
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.nmé:rant. respondent Commissioner of
Intarnalgnuv-nun is hereby ordered to grant peti-
tioner, Paper Industries Corporation of the rhilip-
pines, a tex credit in the amcuat of #7,817.00 only,
He gultn.

{50 ORDERED,

Quezon City, August 23, 1976,

Fresiding Jydge

. A‘ms:..f:%/f .@%&7

WE CONCUR &
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