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DECISION

BAUTISTA, J:
The Case

Before the Court En Banc for review are the denied consolidated
petitions, docketed as CTA Case Nos. 7776 and 7813, of Chevron
Holdings, Inc. involving claims for tax refund or issuance of tax
credit certificate in the amount of Five Million Three Hundred Ninety
One Thousand Two Hundred Fifty Two Pesos and Four Centavos
(Php5,391,252.04) for the first quarter of taxable year 2006, and Thirty
One Million Four Hundred Eleven Thousand Seven Hundred Four
Pesos and Sixty-Eight Centavos (Php31,411, 704.68) for the second to
fourth quarters of the same taxable year 2006, allegedly representing
unutilized input value-added tax ("VAT"), the total amount of
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unutilized input VAT for the period covering January 1, 2006 to
December 31, 2006 is thus .nirty Six Million Eight Hundred Two
1nousand Nine Hundred Fifty Six Pesos and Seventy-Two Centavos
(Php36,802,956.72).1

The Parties?

Petitioner Chevron Holdings, Inc. is a corporation organized
and existing under the laws of the State of Delaware, United States of
America, and has an office address at 33/F Yuchengco Tower |,
RCBC Plaza, 6819 Ayala Avenue, Makati City. It is registered with
the Bureau of Internal Revenue (“BIR”) as a VAT taxpayer under
OCN 9RC0000136077.3

Respondent =~ Commissioner is the duly appointed
Commissioner of Internal Revenue, with authority, among others, to
decide, approve, and grant tax credits and/or refunds of overpaid or
erroneously paid internal revenue taxes, with office address at the 5t
Floor, BIR National Office Building, Agham Road, Diliman, Quezon
City.

The Facts

As stated in the Decision dated June 6, 20124 the factual
antecedents of this case are as follows:

“Petitioner posits that for taxable year 2006, it
rendered services to its affiliates, subsidiaries or branches
both in the Philippines and abroad. It claimed that for
services rendered to its foreign affiliates, the transactions
are subject to zero percent VAT pursuant to Section 108
(B)(2) of the 1997 Tax Code while, on the other hand,
services rendered to its Philippine affiliates are subject to
12% VAT.

Petitioner alleged that in the same taxable year
2006, it incurred and paid input taxes on its purchases of

._/

! Rollo, CTA EB Case No. 940, p. 76.

2d.,p.77.

b Records, CTA Case Nos. 7776 & 7813, Joint Stipulation of Facts and Issues, p. 233.
Hid., pp. 77-91.



DECISION

CTA EB CASE NO. 940 (CTA Case Nos. 7776 and 7813)

Page 3 of 40

goods and services subject to VA., summarized as

follows:
Quarter Zero-Rated Sales Subject | Output Tax rurcnases Input Tax
Sales to 12% VAT
1st 308,477,292.31 4,687,290.75 10014707 | 138,0A4 202 5% | 5,473,352.33
2nd 237,013,773.09 35,386,665.52 | 5,502595.48 | 71,/v0,030.v/ | 6,843,948.53
3rd 271,095,515.06 28,405,325.59 | 3,408,639.07 | 102,044,300.16 | 7,144,030.57
4th 459,971,366.03 41,180,817.13 | 4,941,698.06 | 247,874,770.08 | 20,690,791.66

Petitioner further alleged that it paid the above
input taxes in the course of its trade and business, as
supported by invoices and official receipts. The purchases
of petitioner's capital goods were treated in its Audited
Financial Statements and General Ledger as depreciable
assets.

Petitioner claims that input taxes generated on
purchases for the four quarters of taxable year 2006 were
not utilized against output taxes in the same quarters and
in the subsequent quarters because it had substantial
amounts of input taxes carried forward from the previous
quarters.

Petitioner likewise avers that the proceeds of the
services rendered by Chevron Holdings, Inc. to its foreign
affiliates were inwardly remitted in US dollars and were
duly accounted for in accordance with the rules and
regulations of the Bangko Sentral ng Pilipinas.

Believing that it is entitled to claim for tax refund or
issuance of tax credit on the unutilized input VAT for

taxable year 2006, petitioner filed its administrative claim
for refund on March 28, 2008.

Following the inaction of the respondent on its
administrative claim, petitioner filed on April 24, 2008, a
Petition for Review docketed as CTA Case No. 7776 (and
raffled to the Court of Tax Appeals Second Division) for
refund or issuance of tax credit certificate covering
unutilized input taxes for the first quarter of taxable year
2006. Subsequently, on July 23, 2008, petitioner again filed
a Petition for Review docketed as CTA Case No. 7813

“
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(raffled to the Court of .ax Appeals First Division) for
refund or issuance of tax credit certificate covering

unutilized input taxes for the second to fourth quarters of
taxable year 2006.”>

In the said Decision, the Court in Division held that:

“WHEREFORE, the instant Petition for Review
docketed as CTA Case No. 7776 and Petition for Review
docketed as CTA Case No. 7813 are hereby DENIED for
having been prematurely filed and are DISMISSED for
lack of cause of action. The other issues raised become
moot and academic.

SOC...I ED.”®

Not satisfied with the Decision, petitioner filed a Motion for
Reconsideration on June 29, 20127 Respondent filed her
corresponding Comment on July 20, 2012,8 while petitioner filed a
Reply [to Respondent’s Comment dated July 18, 2012] on August 6,
20122

On September 7, 2012, the Court in Division issued a
Resolution,!® where it held that:

“WE__REFORE, premises considered, petitioner’s
‘Motion for Rec« 1sideration’ is hereby DENIED for lack
of merit.

SO ORDERED.”11

Upon the denial, petitioner raised the present consolidated
cases to the Court En Banc when it filed a “Petition for Review” on
September 27, 2012,12 praying that:

5 1d., pp. 77-78.
o Id., p. 91, penned by then Presiding Justice Ernesto D. Acosta, with Associate Justice Esperanza R. Fabon-Victorino
concurring, while Associate Justice Erlinda P. Uy with a Separate Opinion.

7 Records, CTA Case Nos. 7776 & 7813, pp. 542-582.
81d., pp. 592-609.

“1d., pp. 610-639.

W Rollo, CTA EB Case No. 940, pp. 98-102.
M., p. 102,

121d., pp. 1-68.
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“WHEREFORE, premises considered, petitioner
respectfully prays that this Honorable Court that:

1. Reverses and sets aside the Resolution dated
September 11, 2012;

2. Reverses and sets aside the Decision dated June
13, 2011;

3. Gives due course to the Petitions for review; and

4. Grants petitioner’s claim for refund and/or the
issuance of tax credit certificates for the amount
of Php36,802,956.72 representing its unutilized
and/or unapplied input VAT for the period
covering January 1, 2006 to December 31, 2006.”13

On November 19, 2012, respondent filed her “Comment (Re:
Petition for Review dated September 27, 2012),'4 while petitioner filed
a “Reply (to Respondent’s Comment dated November 15, 2012)” on
December 12, 2012.15

On February 19, 2013, the Court issued a Resolution giving due
course to the “Petition for Review,” ordering the parties to file their
respective Memoranda within thirty (30) days.!®

On March 27, 2013, respondent filed her “Memorandum (for
Respondent),”!” while petitioner filed its “Memorandum” on April 5,
2013.18

On May 8, 2013, the Court promulgated a Resolution
submitting the case for decision.!® /

Hence, this Decision.

"d., pp. 66-67.
., pp. 117-135.
> 1d., pp. 137-168.
® d., pp. 179-180.
7 Id., pp. 184-207.
8 1d., pp. 210-238.
9 d., p. 240.
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The Issues

Based on the “Memorandum”? filed by petitioner, the issues of
the case are as follows:

III
.

WHETHER PETITIONER’S JUDICIAL CLAIM FOR
REFUND WAS PREMATURELY FILED; and

II.
WHETHER PETITIONER IS ENTITLED TO A REFUND

OF ITS UNUTILIZED EXCESS INPU . VAT FOR
TAXABLE YEAR 2006”

As for the “Memorandum (for Respondent),”?! filed by
respondent, the sole issue raised was:

“STA...V...\. OF THE ISSUE

THE ISSUE TO BE RESOLVED IS WHETHER
PETITIONER IS ENTITLED TO THE REFUND OR
ISSUANCE OF TAX CREDIT ALLEGEDLY
REPRESENTING UNU .LIZED VALUE-ADDED .AX
(VAT) IN THE AMOUNT OF FIVE MILLION THREE
HUNDRED NINETY-ONE THOUSAND TWO
HUNDRED  FIFTY-TWO  PESOS AND  4/100
(PHP5,391,252.04) FOR THE FIRST QUARTER OF
TAXABLE YEAR 2006 AND THIRTY ONE MILLION
FOUR HUNDRED ELEVEN THOUSAND SEVEN
HUNDRED FOUR PESOS AND 68/100 (PHP
31,411,704.68) FOR THE SECOND TO FOURK..d
QUARTERS OF THE SAME TAXABLE Y .AR 2006. THE
TOTAL AMOUNT OF THE ALLEG.oD UNUTILIZED
INPUT VAT FOR THE PERIOD 1 JANU " RY 2006 T 31
DECEMBER 2006 1S THIRTY-SIX MILLION EIGHT %

24d., p. 217.
2 1d., p. 186.
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HUNDRED TWO THOUSAND NINE HUNDRED
FIFTY-SIX PESOS AND 72/100 (PHP 36,802,956,72).”

Simply put, the issue in this case is whether or not the judicial
claim filed by petitioner was within the prescribed period, and if it is
within the period, whether petitioner is entitled to a refund or
issuance of a tax credit certificate, in the amount of Thirty-Six Million
Eight Hundred Two Thousand Nine Hundred Fifty-Six Pesos and
72/100 (Php 36,802,956,72) for taxable year 2006.

The Ruling of the Court En Banc
Section 112(A) of the 19¢, NIRC, as amended, states that:

“Section 112. Refunds or Tax Credits of Input Tax. -

(A) Zero-rated or Effectively Zero-rated Sales. - Any
VAT-registered person, whose sales are zero-rated or
effectively zero-rated may, within two (2) years after the
close of the taxable quarter when the sales were made.
apply for the issuance of a tax credit certificate or
refund of creditable input tax due o naid attributable to
such sales, except transitional input tax, to the extent that
such input tax has not been applied against output tax:
Provided, however, That in the case of zero-rated sales
under Section 106(A)(2)(a)(1), (2) and (B) and Section
108(B)(1) and (2), the acceptable foreign currency
exchange proceeds thereof had been duly accounted for
in accordance with the rules and regulations of the
Bangko Sentral ng Pilipinas (BSP): Provided, further, That
where the taxpayer is engaged in zero-rated or effectively
zero-rated sale and also in taxable or exempt sale of
goods or properties or services, and the amount of
creditable input tax due or paid cannot be directly and
entirely attributed to any one of the transactions, its shall
be allocated proportionately on the basis of the volume of
sales.” (Emphasis ours)

The said provision allows the refund or issuance of a tax credit
certificate for the input VAT attributable to zero-rated or effectively
zero-rated sales sul :xct to the taxpayer’s compliance with the
following requisites:

/
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—

there must be zero-rated or effectively zero-rated sales;

that input taxes were incurred or paid;

3. that such input taxes are attributable to zero-rated or
effectively zero-rated sales;

4. that the input taxes were not applied against any output
VAT liability; and

5. that the claim for refund was filed within the two-year

prescriptive period.

N

A claim for tax refund or credit, like a claim for tax exemption,
is construed strictly against the taxpayer.22 Thus, before a claim is
allowed, the taxpayer has the burden to prove strict compliance with
the conditions for the grant of the tax refund or credit.2

The first issue to be resolved is whether or not the judicial claim
was timely filed.

It is clear from the records of the case that the administrative
claim was filed on March 28, 2008, and on April 24, 2008, a judicial
claim was filed by petitioner covering the first quarter of taxable year
2006; while on July 23, 2008, petitioner filed a separate judicial claim
for the second to fourth quarters.

In the recent case of Commissioner of Internal Revenue v. San
Roque Power Corporation, et. al. (“San Roque case”),* the Supreme Court
held that:

“BIR  Ruling No. DA-489-03 is a general
interpretative rule because it was a response to a query
made, not by a particular taxpayer, but by a government
agency tasked with processing tax refunds and credits,
that is, the One Stop Shop Inter-Agency Tax Credit and
Drawback Center of the Department of Finance. This
government agency is also the addressee, or the entity
responded to, in BIR Ruling No. DA-489-03. Thus, while
this government agency mentions in its query to the
Commissioner the administrative claim of '"-=* iy
Resources Development, Inc., the agency was in fact

2 Commissioner of Internal Revenue v. Bank of the Philippine Islands, G.R. No. 178490, July 7, 2009, 592 SCRA 219.
= Applied Food Ingredients Company, lnc. v. Comurissioner of Internal Revene, G.R. No. 184266, November 11, 2013. %

2 G.R. Nos. 187485, 196113, and 197156, February 12, 2013, 690 SCRA 336.
/
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asking the Commissioner what to do in cases like the tax
claim of Lazi Bay Resources Development, Inc., where the
taxpayer did not wait for the lapse of the 120-day period.

Clearly, E R Ruling No. DA-489-03 is a general
interpretative rule. Thus, all taxpayers can rely on BIR
Ruling No. DA-489-03 from the time of its issuance on 10
December 2003 up to its reversal by this Court in Aichi on
6 October 2010, where this Court held that the 120+30 day
periods are mandatory and jurisdictional.”2>

Applying the San Roque case, since the administrative and
judicial claims were all filed during the period of validity of BIR
Ruling No. DA-489-03, petitioner benefits from the shield against the
vice of prematurity for its judicial claim.2¢

Accordingly, petitioner's judicial claim for the four quarters of
2008 shall be considered as timely filed, as it complied with the two
(2)-year prescriptive period.

Respondent brings up in her Memorandum? her contention
that petitioner failed to comply with the provisions of Sections 112(A)
and (C) of the 1997 NIRC, as amended, on the prescriptive period for
claims for VAT refund/tax credit and the submission of the complete
documentary requirements enumerated in Revenue Memorandum
Order (RMO) No. 53-98.28 Thus, respondent posits that this Court

3 G.R. Nos. 187485, 196113, and 197156, February 12, 2013, 690 SCRA 336.
2 G.R. No. 202071, February 19, 2014.
¥ Rollo, CTA EB Case No. 940, pp. 204-205.
3 ANNEX B-1 - VALUE-ADDED TAX (For audit involving Claim for Retund / TCC)
A)) Requirements from Taxpayer
1. Requirements mentioned in Annex B
[I. Additional General Requirements
1) 3 copies of "Application for VAT Credit / Refund"
2)  Summary List of Local Purchases specifying the following;:

Registered VAT Invoice Date of OR Date Amount Input Total
Name of Number Number Invoice No. of OR of Purchase  Tax Invoice
Supplier of Supplier Amount

3)  Photocopies of VAT purchase invoices for purchase of goods and official receipts for purchase of services.
(The invoices/ official receipts must be arranged according to the summary list)
4)  Summary of importations made during the period with the following details:

Date of  Supplicr Item AWB/BL  Date of Total Date of OR.No. VAT
Invoice No. Arrival Value Payment

5) Photocopies of invoices, import entry documents, official receipts or confirmation receipts evidencing
payment of VAT. (Segregate documents paid by cash from those paid by tax debit memo)

6) VAT Returns filed for the quarter showing that the amount applied for refund/TCC has been reflected as a
deduction from the total available input tax, as well as VAT Return for the succeeding quarter

7)  Certification of taxpayer showing the amount of Zero-rated Sales, Taxable Sales and Exempt Sales /
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cannot exercise its appellate power to review and therefore has no
jurisdiction to entertain the instant consolidated cases.

The Court disagrees with the respondent.

1.

Note:

8) A statement showing the amount and description of the sale of goods and services, name of persons or
entities (except in case of exports) to whom the goods or services were sold and date of the transaction,
where the applicant 's zero-rated transactions are regulated by certain government agency

9)  Articles of Incorporation — for first time filers

10} Sales Contract/ Agreement

11) BOI Certificate of Registration

12) BIR Certificate of Registration

13) Certification from BOI, DOF, BOC, EPZA, etc., that subject taxpayer has not filed similar claim for refund

covering the same period
14) Sworn statement that ending inventory as of the close of the period covered by the Claim has been used
directly or indirectly in the products subsequently exported as supported by export documents, if the
applicant is 100% exporter
15) Documents of liquidation evidencing the actual utilization of the raw materials in the manufacture ot goods
atleast 70% of which has been actually exported, if the applicant is an indirect exporter
16) Copy of the ITR and Certified Financial Statements, if applicable
17) Beginning and ending inventory of raw materials, work-in-process, finished goods, supplies and materials
Additional Specific Requircments
1) For Export Sales (Semi-conductor companies, garments, food etc.)

a. sales invoice number, name of buyer, airway bill / bill of lading number, lading date, amount of
sales in foreign currency, peso value of sales, conversion rate, date of remittance, bank credit memo
number and amounted remitted in pesos

b. Photocopies of export documents:

1) Invoices/ receipts evidencing sale of goods, as well as the name of the person to whom the
goods were delivered with respect to foreign currency denominated sales
2) export declaration/permit

c. accredited agent bank showing that the proceeds of the sale in acceptable foreign currency had been
inwardly remitted and accounted for in accordance with BSP rules and regulations. The statement
should also show the amount in foreign currency of the export proceeds or consideration, date of
export, date of inward remittance, conversion rate into Philippine currency and the total peso value
thercot.

2)  For Zero-Rated Sale of Services (contractors, mining, etc.)

a. Authenticated copy/ies of the contract/s showing the person/s for whom the services were
rendered, amount of consideration, description of the services and documents evidencing actual
payments

b. Photocopies of official receipts and billings together with a summary of the date of billing, name of
principal, official receipt number, date of receipt, amount in foreign currency and the corresponding
value thereof, date of remittance, name of bank, bank credit memo number and amount remitted in
pesos

¢.  Bank credit memoranda and certificate from the BSP with information similar to 1-c {(export sales)

Additional Requirements for Manning Services:

a.  Monthly BSP report on income of agency received

b.  Breakdown of gross foreign receipts specifying the nature of foreign currency received (e.g.
Conunission, allotment manning fee, agency fee, advances, etc.) showing the total toreign currency
value with its peso equivalent, bank credit memo number, name of bank and date of remittance
pred

3) Effectively zero-rated sale of goods (mining, etc.)/services (contractors, etc.)

a. Summary of Sales invoices/ receipts showing the name of the person entity to whom the sale of
goods or services were delivered, order of delivery, amount of consideration and description of
goods or services delivered (RR 6-89 and RMC 2-90)

b. Reconciliation of billings against payment

c.  Evidence of actual receipt of goods and services

Additional Requirements for Mining Companies:
a.  Reconciliation of billings against actual collection
b.  Operating agreement with owner of mining claims, if applicable
4) Purchase of Capital Goods
a.  Original copies of invoices/ receipts showing the date of purchase, purchase price, amount of value-
added tax paid and description of the capital equipment locally purchased
b.  Onimported capital goods
1) Photocopy of import entry documents and official receipts/confirmation receipts of payment
issued by the Bureau of Customs for value-added tax paid
Reporting Requirements to be prepared and/or submitted by the Revenue Officers
1. Requirements mentioned in Annex B
2, Additional Requirements (All the requirements mentioned above)

In case of non-availability of documents from RDO / RDC mentioned in B.2 - B.6, request photocopies thercof from
taxpayer
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Records show that petitioner, upon the filing of its
administrative claim on March 28, 2008, simultaneously submitted
the documents in support thereof. In petitioner’s letter claim,® the
following documents were attached:

Application for Tax Credit Refund (BIR Form 1914);

BIR Certificate of Registration (BIR Form 2303);

Annual Income Tax Return (BIR Form 1702);

Quarterly VAT Returns (BIR Form 2550Q);

Monthly VAT Returns (BIR Form 2550M);

Letter from CHI-MSSC authorizing undersigned counsel;
Service agreements with CHI-MSSC affiliates; and
Audited financial statements.

XN LN

Since the records do not show that a written notice was sent by
the BIR informing petitioner that the aforesaid documents were
incomplete nor requiring petitioner to submit additional documents,
the prescriptive period started and continued to run from March 28,
2008, the date when petitioner filed its administrative claim together
with the supporting documents. This is in accordance with Revenue
Memorandum Circular No. 029-09 which states that:

“III. Period within which Refund of Tax Credit of Input
Taxes shall be Made.

Section 112(C) of the Tax Code of 1997, as
amended by Republic Act No. 9337, provides
among others, that in proper cases, the
Commissioner shall grant a refund or issue the tax
credit certificate (TCC) for creditable input taxes
within one hundred twenty (120) days from the
date of submission of complete documents. For the
purpose of defining ‘proper cases’ in the said
provision, the taxpayer/claimant must have
complied with the following conditions/
requirements upon audit/verification of his/its
claim:

a. 1bmission of complete documents
necessary to determine and/or ascertain the /

2 Exhibit “P.”
W Exhiibit “P,” p. 3.
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correctness of the return and the amount to
be refunded;

b. That all books of accounts and accounting
records pertaining to the claim are
immediately available to the concerned
Revenue Office (RO) for audit/ verification;

c. Any discrepancies/findings upon audit/
verification shall be reconciled/ explained in
writing by the taxpayer/claimant within five
(5) days from receipt of the notification from
the RO; and

d. The taxpayer/claimant has signified his
concurrence to the outcome of the audit/
verification, which shall be evidenced by an
Agreement Form.” (Emphasis ours)

Thus, the Court shall now discuss the remaining issues
involved in the claim for refund or issuance of tax credit certificate.

Anent the first requisite, it is undisputed that petitioner is duly
registered with the BIR as a VAT taxpayer®® under OCN
9RC0000170259%2 and the services it performs in the Philippines,
through its Regional Operating Headquarters (ROHQ), is limited to
general administration and planning; business planning and
coordination; sourcing and procurement of raw materials and
components; corporate finance advisory services; marketing control
and sales promotion; training and personnel management; logistics
services; research and development services and product
development; technical support and maintenance; data processing
and communications; and business development;* are not the same
category as "processing, manufacturing or repacking of goods."

Petitioner alleges that the services it renders to its affiliates,
subsidiaries or branches abroad are subject to zero percent (0%) VAT,
pursuant to Section 108(B)(2) of the 1997 NIRC, as amended, which
states that:

“Section 108. Value-added Tax on Sale of Services and
Use or Lease of Properties.-

M Records, CTA Case No. 7776 and 7813, JSFI, Admissions, Par. 4, p. 233.

32 See Note 3.
W Exhibit “N,” petitioner’s Notes to Financial Statements As of & For The Years Ended December 31, 2006 & 2005, Note 1,
General Information.

.
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XXX XXX XXX

(B) Transactions Subject to Zero Percent (0%) Rate.-
The following services performed in the Philippines by

VAT-registered persons shall be subject to zero percent
(0%) rate:

(1) Processing, manufacturing or repacking goods
for other persons doing business outside the Philippines
which goods are subsequently exported, where the
services are paid for in acceptable foreign currency and
accounted for in accordance with the rules and
regulations of the Bangko Sentral ng Pilipinas (BSP);

(2) Services other than those mentioned in the
preceding paragraph rendered to a person engaged in
business conducted outside the Philippines or to a
nonresident person not engaged in business who is
outside the Philippines when the services are performed,
the consideration for which is paid for in acceptable
foreign currency and accounted for in accordance with
the rules and regulations of the Bangko Sentral ng
Pilipinas (BSP);”

In the case of Commissioner of Internal Revenue v. Burmeister and
Wain Scandinavian Contractor Mindanao, Inc.?* the Supreme Court
held that in order for the supply of services to be VAT zero-rated

under Section 108(B)(2) of the 1997 NIRC, as amended, the following
requisites must be met:

“1. the services must be other than processing,
manufacturing or repacking of goods;

2. payment for such services must be in acceptable
foreign currency accounted for in accordance with the
BSP rules and regulations; and

3. the recipient of such services is doing business
outside the . nilippines.”

H G.R. No. 153205, January 22, 2007, 512 SCRA 124.
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Corollary to the second requisite, Sections 113(A)(2), (B)(1),
(2)(c) and (3) of the 1997 NIRC, as amended, as implemented by
Sections 4.113-1(A)(2), B(1) and (2)(c) of Revenue Regulations (“RR”)
No. 16-05 provide that a VAT taxpayer, like herein petitioner, shall
for every lease of goods or properties and for every sale, barter or
exchange of services, issue a VAT official receipt which must contain
the following information:

"Section 113. Invoicing and Accounting Requirements
for VAT-registered Persons. —

(A) Invoicing Requirements. A VAT-registered
person shall issue:

XXX XXX XXX
(2) A VAT official receipt for every lease of goods

or properties, and for every sale, barter nr exchange of
services

(B) Information Contained in the VAT Invoice or VAT
Official Receipt. — ine following information shall be
indicated in the VAT invoice or VAT official receipt:

(1) A statement that the seller is a VAT-registered

person, followed by his Taxpayer's Identification Number
(TIN);

(2) The total amount which the purchaser pays or is
obligated to pay to the seller with the indication that such
amount includes the value-added tax: Provided, That:

XXX XXX XXX
(c) If the sale is subject to zero percent (0%) value-

added tax, the term 'zero-rated sale' shall be written or
printed prominently on the invoice or receipt;

XXX XXX XXX

(3) The date of transaction, quantity, unit cost and
description of the goods or properties or nature of the
service; and xxx” (underlining supplied) /
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“Section 4.113-1. [nvoicing Requirements. —
(A) A VAT-registered person shall issue:
XXX XXX XXX

(2) A VAT nfficial raraint for every lease of goods
or properties, and for every sale, barter or exchange of
services.

Only VAT-registered persons are required to print
their TIN followed by the word “VAT’ in their invoice or
official receipts. Said documents shall be considered as a
VAT Invoice’ or VAT official receipt. All purchases
covered by invoices/receipts other than VAT
Invoice/ VAT Official Receipt shall not give rise to any
input tax.

VAT invoice/ official receipt shall be prepared at
least in duplicate, the original to be given to the buyer
and the duplicate to be retained by the seller as part of his
accounting records.

(B) Information contained in VAT invoice or VAT
official receipt. — The following information shall be
indicated in VAT invoice or VAT official receipt:

(1) A statement that the seller is a VA .-registered
person, followed by his TIN;

(2) The total amount which the purchaser pays or is
obligated to pay to the seller with the indication that such
amount includes the VAT, Provided, That: xxx

(c) If the sale is subject to zero percent (0%) VAT,
the term 'zero-rated sale’ shall be written or printed
prominently on the invoice or receipt; xxx” (underlining

supplied)

Pursuant to the foregoing provisions, the fore’~m currency
remittances referred to under Section 108(B)(2)> of the 1997 NIRC, as

% Section 108. Value-added Tax on Sale of Services and Use or Lease of Properties. -

XXX XXX XXX
(B) Transactions Subject to Zero Percent (0%) Rate.- The following services performed in the Philippines by VAT- registered
persons shall be subject to zero percent (0%) rate.
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amended, must likewise be supported by VAT zero-rated official
receipts.

Petitioner complied with all the requisites for the VAT zero-
rating of its sales of services for the year 2006 but only to the extent of
Php155,654,748.22 out of the total reported zero-rated sales of
Php1,276,557,946.49.

With regard to the third requisite that its affiliate-clients are
non-resident foreign corporations doing business outside the
Philippines, petitioner presented Certifications of Non-Registration of
Corporation/Partnership® issued by the Securities and Exchange
Commission (SEC), Service Agreements,” Memorandum and/or
Articles of Association, Articles/Certificate of Incorporation,
Certificate of Change of Name, Company Profile, Certificate
Confirming Incorporation® and printed screenshots® of the United
States SEC website for company filings of Chevron Corporation.

Each of the aforesaid documents, standing alone, is inadequate
to prove that petitioner’s clients are non-resident foreign corporation
doing business outside the Philippines. While the SEC Certificates of
Non-Registration show that the named entities therein are not
registered corporations/partnerships in the Philippines, the same
does not prove that such entities are non-resident foreign
corporations doing business outside the Philippines.

Likewise, the service agreements only show the names and
addresses of petitioner’s clients to whom it renders services but the
same do not establish that such customers are non-resident foreign
corporations doing business outside the Philippines.

In addition, the Memorandum and/or Articles of Association,
Articles/Certificate of Incorporation and printed screenshots of the
United States SEC website for company filings of Chevron
Corporation only prove that the named entities therein were

XXX XXX XXX
(2) Services other than those mentioned in the preceding paragraph, the consideration for which is paid for in acceptable
foreign currency and accounted for in accordance with the rules and regulations of the Bangko Sentral ng Pilipinas (BSP).
i Exhibits “O” to “0O-90.”
v Exhibits "R to “R-17."
W Exhibits “O0,” “O0-1," to “O0-25.”
¥ Exhibits “PP,” “PP-1,” to “PP-8.”
10 Sitel Philippines Corporation (Formerly Clientlogic Philippines, Inc.) v. Conmissioner of Internal Revene, CTA Case No. 7623, ‘(/
March 3, 2010.
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Quarterly VAT Returns
and input VAT verified by
the ICPA

Total Disallowances |

0

T,L7U,UT0.LT |

J,4T70,292.00 | VL0, UR0.U2 | LU,IOTU,ILL.70 | OL,U/U,JU0UT |

NAlid [pemect VAT I

1,276,656.14 |  1,650,503.65 | 1,860,385.53 | 4,294,269.68 |  9,081,815.00 |

At this point We take into consideration the output taxes
reported by petitioner in its Quarterly VAT Returns for the year 2006
and compare the same with the foregoing substantiated input taxes,
to wit:

1st Quarter | 2re Quarter | 3 Quarter | 4th Quarter Total
Output Tax 469,047.07 | 3,852,895.48 | 3,408,639.07 | 4,941,698.06 12,672,279.68
Valid Input Tax 1,276,656.14 | 1,650,503.65 | 1,860,385.53 | 4,294,269.68 9,081,815.00
Output Tax Still Due | (807.609.07) | 2,202,391.83 | 1,548,253.54 647,428.38 3,590,464.68

As shown above, petitioner’s properly substantiated input taxes
for the second, third and fourth quarters of 2006 are not enough to
cover its output taxes for the same quarters. While petitioner
reflected in its Quarterly VAT Return®® for the first quarter of 2006,
the amounts of Php3,645,615.75% as “Input Tax Carried Over from
Previous Quarter,” Php52,138,741.96% as “Transitional Input Tax”
and Php779,739.06% as “Others,” however, petitioner failed to present
VAT invoices or receipts to prove the existence of such amounts.

Hence, the input tax carry-over of Php56,564,096.77%7 cannot be
validly applied against petitioner’s output tax for the year 2006
pursuant to Section 110(A) in relation to Section 110(B) of the 1997
NIRC, as amended, which states:

"Section. 110. Tax Credits.
A. Creditable Input Tax. —

(1) Any input tax evidenced by a VAT invoice
or official receipt issued in accordance with Section
113 hereof on the following transactions shall be
creditable against the output tax:

XXX

XXX XXX

# Exhibit “1.”

ot Exhibit “1,” Line 20A.
03 Exhibit “1,” Line 20C.
oo Exhibit “1,” Line 20E.

" The sum of Php3,645,6015.75, Php32,138,741.96 and Php779,739.06.
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(B) Excess Output or Input Tax. — If at the end
of any taxable quarter the output tax exceeds the
input tax, the excess shall be paid by the Vat-
registered person. If the input tax exceeds the
output tax, the excess shall be carried over to the
succeeding quarter or quarters."

Considering that for the second, third and fourth quarters of
2006, there is no excess input VA. which may be the subject of a
claim for refund/tax credit certificate under Section 112(A)®8 of the

1997 NIRC, as amended, petitioner’s claim for the said quarters shall
be denied.

However, for the first quarter of 2006, petitioner had excess
input taxes of Php807,609.07 but only the amount of Php15,085.24
allocable to its valid zero-rated sales of Php5,762,011.70 is refundable,
as computed below:

Valid Zero-Rated Sales | Fhn b.‘/bZ,Ull%
Declared Zero-Rated Sales + Php 308.477.292.31 |
| Multinlied by Excess Input VAT x Pho 807.609.0/
Ketundable Excess Input VA _ attributable ]
to Valid 7~ro-Rated Sales Php 15,085.24

It was established that petitioner deducted the input VAT of
Php36,802,956.72, subject of the instant Petition for Review, as “VAT
Refund/TCC Claimed” in its Quarterly VAT Return for the second
quarter of 2008%, thus, preventing the carry-over of the refundable
excess input VAT of Php15,085.24 to the quarters subsequent to the
second quarter of 2008.

WHEREFORE, in view of the foregoing, the instant Petition for
Review is hereby PARTIALLY GRANTED. The Decision dated June

o8 Section 112. Refunds or Tax Credits of Input Tax, -

(A) Zero-Rated or Effectively Zero-Rated Sales.- any VAT-registered person, whose sales are zero-rated or effectively zero-
rated may, within two (2) vears after the close of the taxable quarter when the sales were made, apply tor the issuance of a
tax credit certificate or refund of creditable input tax due or paid attributable to such sales, except transitional input tax, to
the extent that such input tax has not been applied against output tax: Provided, however, That in the case of zero-rated
sales under Section 106(A)(2)(a)(1), (2) and (B) and Section 108 (B)(1) and (2), the acceptable foreign currency exchange
proceeds thereof had been duly accounted for in accordance with the rules and regulations of the Bangko Sentral ng
Pilipinas (BSP): Provided, further, That where the taxpayer is engaged in zero-rated or effectively zero-rated sale and also
in taxable or exempt sale of goods of properties or services, and the amount of creditable input tax due or paid cannot be
directly and entirely attributed to any one of the transactions, it shall be allocated proportionately on the basis of the
volume of sales.

o Exhibit “HH.”
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6, 2012 and Resolution dated September 7, 2012 are hereby
REVERSED and SET ASIDE.

Accordingly, respondent Commissioner of Internal Revenue is
hereby OK_ERED TO REFUN. OR ISSUE A TAX CREDIT
Coa..FICAL 2 in favor of petitioner Chevron Holdings, Inc. in the
amount of Fifteen Thousand Eighty Five Pesos and Twenty Four
Centavos (Php15,085.24) representing unutilized excess input VAT for
the first quarter of 2006 which is attributable to its zero-rated sales for
the same period.

SO ORDERED.

LOVELL R. BAUTISTA
Associate Justice

WE CONCUR:

ROMAN G. DEIYROSARIO
Presiding Justice

[

JUANITO C. CASTANEDX JR. ER P. UY
Associate Justice AssoclTate Justice

,)/

A ... ABON-VICTOR O
Agsociate Justice

(et N. Misdiso. Glla o o e )

CIELITO N. MINDARO-GRULLA AMELIA ... COTANGCO-MANALASTAS
Associate Justice Associate Justice

W 73ha_ aa L~
MA. BELEN M. RINGPIS-LIBAN
Associate Justice

CAESAR A. CASANOVA ESPL..
Associate Justice
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INPUT VAT ON DOMESTIC PURCHASE OF GOODS SUPPORTED BY VAT INVOICE BUT THERE WAS NO
AMOUNT INDICATED IN VIOLATION OF SECTION 113(B)(2) OF THE NIRC OF 1997, AS AMENDED FOR THE

CALENDAR YEAR 2006
Invoice No. | Supplier | Input Tax [ Exhibit
JUNE
27 000 [ JJED Philippines, Inc. 6,023.04 | "AA-1201" to "AA-1202"
TOTAL 6,023.04




