REPUBLIC OF THE PHILIPPINES

Court of Tax Appeals
QUEZON CITY

INTEL TECHNOLOGY PHILIPPINES, CTA CASE NO. 6128
INC.,

Petitioner,
Members:
ACOSTA,
- versus - CASTANEDA, JR., and
BAUTISTA, JJ.
COMMISSIONER OF INTERNAL Promulgated:
REVENUE,
Respondent.
D O e L T - =X
DECISION

CASTANEDA, JR., J.:

This is a remanded case involving a claim for refund in the amount of
P11,770,181.70 allegedly representing petitioner's unutilized VAT input taxes
on its domestic purchases of goods and services for the period April 1, 1998 to
June 30, 1998 attributable to its zero-rated sales for the said period. Initially,
this case was decided by the Court of Tax Appeals (CTA original composition)

prior to the effectivity of Republic Act (RA) No. 9282."

The facts of the case are as follows: /a@

' An Act Expanding The Jurisdiction Of The Court of Tax Appeals (CTA), Elevating Its Rank To The
Level of A Collegiate Court With Special Jurisdiction And Enlarging Its Membership, Amending For
The Purpose Certain Sections Of Republic Act No. 1125, As Amended, Otherwise Known As The Law
Creating The Court Of Tax Appeals, And For Other Purposes.
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Petitioner is a domestic corporation duly registered with the & :urities
and Exchange Commission (SEC) and is engaged primarily in the business of
designing, developing, manufacturing and exporting advanced and large-scale
integrated circuits components or IC's.? It is registered with the Philippine
Economic Zone Authority (PEZA) as pioneer enterprise enjoying six (6) years
Income Tax Holiday with Certificate of Registration No. 95-133 3 and with the
Bureau of Internal Revenue (BIR) as a value-added tax (VAT) entity with
Certificate of Registration No. 96-540-000713 and Tax Identification No. 004-

833-143.%

As a VAT-registered entity, petitioner reported input taxes it incurred
from April 1, 1998 to June 30, 1998 in its Quarterly VAT Returns® and Monthly
VAT Declarations® for the second quarter of 1998 filed and stamped received

by the BIR or its agent.”

On May 18, 1999, petitioner filed with respondent, through the One
Stop Shop Inter-Agency Tax Credit and Duty Drawback Center of the
Department of Finance, an application for tax credit/refund of VAT input taxes
paid on its domestic purchases of goods and/or services directly used by the

petitioner in its commercial operations, amounting to P11,770,181.70, covering ?</

? Paragraph I, Stipulation of Facts, Joint Stipulation of Facts and Simplification of Issues (JSFSI),
docket, pp. 47-48.

% Exhibit “A™; Paragraph 2, Stipulation of Facts, JSFSI, docket, p- 48.

4 Exhibit “B”; Paragraph 3, Stipulation of Facts, JSFSI, docket, p. 48.

> Exhibit “F”

¢ Exhibits “C” and “D”

! Paragraph 4, Stipulation of Facts, JSFSI, docket, p. 48.
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the period April 1, 1998 to June 30, 1998.% Without action on the part of the

respondent,® petitioner filed this Petition for Review.™

In the Answer, respondent raised the following Special and Affirmative

Defenses: "’

"4. Petitioner being allegedly registered with the Philippine
Economic Zone Authority, is exempt from all taxes, including value-added tax,
pursuant to Section 24 of Republic Act No. 7916 in relation to Section 103 of
the Tax Code, as amended by R.A. 7716. Since its sales are not zero-rated
but are exempt from VAT, petitioner is not entitled to refund of input tax

pursuant to Section 4.106-1 and 4.103-1 of Revenue Regulations No. 7-95;

5. Petitioner alleged claim for refund is subject to administrative

routinary investigation/examination by the Bureau;

6. The amount of P47,582,813.72 being claimed by petitioner as
alleged VAT input taxes for the period of 01 July 1997 to 31 December 1997

was not properly documented (sic);

7. In an action for refund the burden of proof is on the taxpayer to
establish its right to refund, and failure to sustain the burden is fatal to the

claim for refund/credit;

8. Petitioner must show that it has complied with the provisions of
Sections 204(c) and 229 of the Tax Code on the prescriptive period for

claiming tax refund/credit; 70

$ Exhibits “M™ and “N”

® Paragraph 7, Stipulation of Facts, JSFSI, docket, p. 49.
' Docket, pp. 1-18.

" Docket, pp. 20-21.
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9. Claims for refund are construed strictly against the claimant for

the same partake the nature of exemption from taxation.”

After the parties filed their respective Pre-trial Briefs, the court ordered
the submission of Joint Stipulation of Facts and Issues. On September 18,
2000, the parties filed their Joint Stipulation of Facts and Simplification of
Issues,'? approved in a Resolution' dated September 21, 2000. In the same

Resolution, the pre-trial was considered terminated.

During trial, petitioner presented and formally offered its documentary
and testimonial evidence. In a Resolution dated November 5, 2002, Exhibits
“A’, 'B”, “C”, “C-17, “D”, “D-17, "E", “E-1", “F", “F-1" to “F-6", “G” to “L", “H-2,
‘K-2”, “G-1" to “L-1”, "H-3", “I-2”, "K-3",“L-2", “M", “N", “M-1", “N-1", “O”, “O-1",
‘0-27, “*P",P-17, “P-2", “Q", “Q-1", “Q-2", *S”, “T", “T-1",*U-1” to “U-375", “V-1”
to “V-665", “W-1" to “W-424", “X” to “X-669", and “Y” were admitted as part of

petitioner’s evidence.™

On the other hand, respondent’s counsel manifested that the case has
no report of investigation; thus, she moved for the submission of the case for

decision."

On February 1, 2002 '® and February 26, 2002 "7 petitioner and
respondent, respectively, filed their Memoranda. On February 28, 2002,

petitioner filed a “Motion to Admit’'® the summary of VAT claimed deductions 2&

"2 Docket, pp. 47-51.

" Docket, p. 52.

" Docket, p. 259.

'* Docket, p. 194.

' Docket, pp. 199-209.
"7 Docket, pp. 214-218.
'8 Docket, pp. 220-224.
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as part of the exhibits of the petitioner. In a Resolution'® dated March 21,

2002, the Court granted the motion and submitted the case for decision.

On June 21, 2002, the Court granted petitioner's “Motion to Re-Open”
the case for presentation of additional document.?° On August 29, 2002, the

21 was filed. On November

“Amended Formal Offer of Petitioner's Evidence
5, 2002, the Court resolved to admit exhibits mentioned in the Amended

Formal Offer of Petitioner's Evidence and submitted the case for decision.?

The parties raised the following issues to be resolved by this court:

1. Whether or not Petitioner's sales were actually export sales

subject to zero-rated (sic) for VAT purposes;

2. Whether or not the export proceeds of Petitioner were inwardly
remitted in accordance with the rules and regulations of the Bangko Sentral ng

Pilipinas;

3. Whether or not the VAT input taxes have not been applied to the
output tax for the period covered in its claim or any succeeding quarter or

quarters;

4, Whether or not the VAT input taxes on domestic purchases of

goods and services are attributable to Petitioner's zero-rated sales; and ;V

' Docket, p. 227.
20 Docket, p. 235.
! Docket, pp. 239-258.
2 Docket, p. 259.
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5. Whether or not Petitioner is entitled to a refund of the VAT input
taxes arising from domestic purchases of taxable goods and services from

April 1, 1998 to June 30, 1998 in the amount of P11,770,181.70.%%

On April 21, 2003, the Court of Tax Appeals (CTA original composition)
prior to the effectivity of RA No. 9282, promulgated a Decision®* denying the
petition for failure to substantiate its export sales with valid VAT export sales
invoices which should contain BIR authority to print and Taxpayers
Identification Number VAT (TIN-V). The ruling reads:

On the basis of all the foregoing, the documents submitted

by petitioner in support of its claim cannot be considered as valid

evidence to prove its zero-rated sales of goods for VAT purposes.

Apparently, petitioner failed to substantiate its demand for

refund/issuance of tax credit certificate.

WHEREFORE, in view of the foregoing, petitioner's claim

for issuance of a tax credit certificate in the amount of

P11,770,181.70 allegedly representing its VAT input taxes on

domestic purchases of goods and services for the period April 1,

1998 to June 30, 1998 is hereby DENIED.

SO ORDERED.®

On May 14, 2003, petitioner filed a Motion for Reconsideration?® and a
Supplemental Motion for Reconsideration on June 23, 20032’ which the CTA

denied in the Resolution?® dated September 1, 2003.

Aggrieved by the Decision and Resolution of the CTA, petitioner filed a

Petition for Review with the Court of Appeals (CA). In the Decision datedﬂ/

¥ Simplication of Issues, JSFSI, docket, pp. 49-50.
* Docket, pp. 261-272.

?* Docket, p. 271.

%% Docket, pp. 274-280.

7 Docket, pp. 283-288.

%8 Docket, pp. 294-298.
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August 12, 2004, the CA affirmed the decision of the CTA which denied

petitioner’s claim for refund.

Thus, by way of Petition for Review docketed as G.R. No0.166732
petitioner appealed the denial of its claim to the Supreme Court. In its
Decision?® dated April 27, 2007, the Supreme Court reversed the ruling of the
CA and partially granted the petition. The case was remanded to the CTA for
determination and computation of petitioner’s tax credit/refund. The Supreme

Court held:

In a claim for refund or issuance of a tax credit certificate
attributable to zero-rated sales, what is to be closely scrutinized is
the documentary substantiation of the input VAT paid, as may be
proven by other export documents, rather than the supporting
documents for the zero-rated export sales. And since petitioner
has established by suffic’ 1t evidence that it is entitled to a refund
or issuance of a tax credit certificate, in accordance with the
requirements of Sections 106 (A)(2)(a)(1) and 112(A) of the Tax
Code, then its claim should not be denied, notwithstanding its
failure to state on the invoices the BIR authority to print and the
TIN-V. Worthy of mentioning again is the fact that even the CTA
and the CA have found petitioner to be legally entitled to a claim
for refund or issuance of a tax credit certificate of its unutilized
VAT input taxes on domestic purchases of goods and services
attributable to its zero-rated sales.

XXX XXX XXX

Even as the Court now holds that petitioner is legally
entitted to a refund or issuance of a tax credit certificate of its
unutilized VAT input taxes on domestic purchases of goods and
services attributable to its zero-rated sales, the case shall
nevertheless be remanded to the CTA for proper determination
and computation of petitioner’s tax credit/refund, considering that
in the Report of the independent auditor, Eliseo Aurellado, only
the amount of R9,688,809.00 was deemed as petitioner's valid
claim for tax credit. According to Aurellado, the difference of
£2,081,372.32 from petitioners input VAT claim of
£11,770,181.70 was not supported by sufficient documentary
proof. The Court, not being a trier of facts, cannot certainly decide
this factual circumstance. ?z/

¥ Docket, pp. 841-871.



DECISION

CTA CASE NO. 6128

Page 8 of 20

WHEREFOF~™ premises considered, the petition is
PARTIALLY GRANTED. The Decision dated August 12, 2004 of
the CA in CA-G.R. SP No. 79327 is REVERSED and SET ASIDE.
The instant case is REMANDED to the Court of Tax Appeals for
the determination and computation of petitioners tax
credit/refund.

When

SO ORDERED.

the case was remanded to the CTA, petitioner’s counsel moved

that petitioner be granted cash refund instead of tax credit certificate on the

ground that it already stopped its operation and is actually in the process of

dissolution. Acting on said motion, the Court ordered petitioner to submit

“Compliance,

" showing that indeed petitioner has stopped operation, hence

the grant of cash refund instead of tax credit certificate.*®

Respondent did not file her comment or opposition to the petitioner’s

“‘Compliance

“Compliance and Manifestation

and Manifestation” filed on April 23, 2012, Attached to the

»31 were the following documents:

Secretary’'s Certificate dated February 3, 2012 of Board
Resolution dated 29 June 2010 shortening the Corporate Term
to June 30, 2010;%

Duly received application with the BIR for the issuance of a Tax
Clearance dated 30 December 2010;% and

E-Letter of Authority issued by the BIR dated May 12, 2011.% p(/

%% Docket, p. 960.

*! Docket, pp. 961-962.

*2 Docket, p. 963.

¥ Docket, pp. 964-967
** Docket, pp. 968-970.
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In compliance with the Supreme Court’s decision dated April 27, 2007
where it has been settled that petitioner is legally entitled to a refund, this court
now proce 1Is to determine and compute petitioner's tax credit/refund
representing the VAT input paid on domestic purchases of goods and services

for the period April 1, 1998 to June 30, 1998 attributable to its zero-rated sales.

As regards the substantiation issue on the claimed input VAT payment
of P11,770,181.70, the commissioned independent CPA, Mr. Eliseo A.
Aurellado, in his report dated May 18, 2001,% noted the following exceptions
and observations® as far as the total claimed amount of unutilized input taxes

are concerned:

E~pti~—- Findings Amount
Exception A No supporting documents P 2,029,491.77
Exception B Sold/billed to Intel Philippines Manufacturing,
Inc. 51,880.54
Total P 2,081,372.31

Of the total disallowances of petitioner’s input VAT arrived at by the
commissioned independent CPA in the amount of P2,081,372.31, only the
amount of P2,068,280.85% represents petitioner’s disallowed input VAT on
purchased of goods and services and the remaining amount of P13,091.46%
previously disallowed by the independent CPA should then be allowed for its

available documents properly support the claimed input VAT. 7((/

3% Exhibit “Q”, Docket, pp. 143-184.

3% Exhibit “T”, Docket, pp. 168-174.

7P2,081,372.31 less P13,091.46 (total 2nd batch, exception B of ICPA report).
%% 2nd batch total, exception B of ICPA report.
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WE CONCUR:

“INESTO D. ACOSTA LOVELL R. BAUTISTA
Presiding Justice Associate Justice

CERTIFICATION
Pursuant to Article VIII, Section 13 of the Constitution, it is hereby
certified that the conclusions in the above Decision were reached in
consultation before the case was assigned to the writer of the opinion of the
Court.

{Et..‘._/fl,c- Q%
ERMT3TO D. ACOSTA

Presiding Justice



