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DECISIORN

This is a Judicial claim for refund of alleged
overpaid gross receipts and documentary stamp tax for the
taxable year 1986 in the total amount of F757,996.80,
This claim for refund was born out of an assessment
issuwed by the respondent and received by the pétitioner
on January 10, 1990 demanding the payment of deficiency
gross receipts tax (hereinafter called GRT for brevity)
in the amount of F1,566,681.40 and documentary stamp tax
(hereinafter called DST) in the amount of p528, 138.68 for

the taxable year 1986. Fetitioner disagreed with the

findings of the BIR examiners embodied in the assessment

and consequently sent a letter of protest to respondent

on February 9, 1990 (see Supplemental Exhibit "X", page
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<89, CTA records). Shortly thereafter, petitioner
decided fo pay the assessed amount on March 5, 1990
covered by CB Confirmation Receipts Nos. 18472298 and
18472299 (Exhibits "F" and "W”).

Petitioner remained firm in its opposition to the
assessed amount and subsequently filed a claims for refund
in a letter received by respondent on April 25, 1990,
Respondent did not act wupon the claim for refund so
petitioner had to resort to elevating its case to this

Cowt through a petition for

1992 so as to toll the running
for filing a claim for refund,

A summary of the BIR

petitioner’s tax deficiencies

review filed on March 3,

of the prescriptive period

examiner’s computation of

for 1986 as compared to

is enumerated hereunder,

BIR’s Computation

petitioner’s own computation
thus:
Aa. Gross Receipts Tax

Gross Income subject to GRT
GRT Due
GRT Remitted

Deficiency Tax
RAdd: Surcharge (25%)
[nterest (20%)
Compromise Penalty
Tatal Rmount Due and Collectible

133
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187, 656, 914. 89
4,231,072, 85
3,439, BOE. 39

P 791, 186.46

P 197,79%.62

565, 638. 32
12, 000, 00

P 1,566,681.40
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B. Documentary Stamp Taxes
Amount of Transaction DST Due
Total Loan Transactions
Subject to D5T ..evvvevvre... P O22,955,069. 80 P 522,955,957
RAdd: Certificate of
Time Deposit ..ceveveee.. o3, 752, 696, 75 =03, 792. 70
Government Securities
Purchased/So0ld ...cvvces. £, 633, 967. 00 220, 633. 97
Total Ampunt Subject to DST ... PI1,247,342,233.60 F1,247,342.24
Less: DST paid/affixed
in 1986 ....cccrerrerenee - P 832,831.30
Deficiency DS5T .c.vevevrersrrrrvrereresororrrereres ceser 414,510, 94
Add: 5% Surcharge ...ceceveeerecrrrnres seseserrerres 103,627, 74

Total Amount Due and Collectible .........cccvcvceve... P 018,138.68

Petitioner’s Computation
Aa. Gross Receipts Tax - 1986

Gross [ncome subject to GRT ........... P81,857,813.06
GRY Due .evevceccececcccncncnnsncnsssosns 3, W2, ¥66. 93
GRY Remitted .....ccceccccceccccccanans 3, 439,886, 39
Deficiency TAK .ccccccssscsnacssseansss P &53,080.56

Add: Surcharge (@3%) . .iccceccicacass. 0P 115,770, 14

Interest (30%) . .ccecnccecscnnns 333,388,132
Comprosise Penalty ....ccccaceaane 12, 00, OO
Total Amount Due and Collectible ...... P 9324,839.62
Less: Amount Paid on 3/3/ M ... .cceeeeen P 1,411,801.070

Total Amocunt Refundable .....cccccees.. P 486, 961, 43)

B. Documentary Stamp Taxes — 1786

Amount of Tranzaction DST Dwe
Total Loan .
Transactions in 1986 ......... F322,955,569.85 Poeg, 995. 57
Less: Receivable Discounting
No PN)  .oreerenennens R 37, 600, (NN, (0 37, 64K), OO
Debits: Retwrned Chechks/
Reclassification and
adjustment .......c0vveees 458, 460. 85 458, 46
Total Loan Transactions
subject to DST ........ creoees 484, 897, 109, G0 484,897. 11
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Less: Transactions on which
0ST were already separately
affired by clients not
uasing Petitioner's stock
of DST .evrervrrnvrrroncnss 8, 95, 0, 00 28, 95, O
Total P433, 3495, 103. Q0 P439, 743. 11

Add: Certificate of
Time Deposit ...... ceeesesrs FO0O3, 752, 696. 63 5, 131,14
Gov*’t. Securities
Fuwrchased/Sold ...ovceveeen - -

Total .c.ceecinsnccnccccaasnnanseeas PI53,677,805.63 P61, 076.25
Less: DST paid/affixked

in 1986 .....corenrsrenrnne - PR30, 404, 05
Deficiency DT . .iceecccincsnsssersntssasnessssnnsnnsensn 130,672.20
Add: 25% Surcharge ...ccveesccsscccrsavens TNeeser e 32,668. 05
Tatal ...... cecacas e 5 € S L 1) B

Less: DST Affixed in 13987 - P73,814.60

1288 - P12,017.60

1989 - P'44,840.00 .....co.... cen 130, €72, 20
Total Amount Due {(due to 23X Surcharge) .....cevsceeen 32,668,095
Amount Paid 00 375/ ..i.ccvirrtrsasnnctraranaanaveses (0330, 703.40)
Amgunt Refundable ......cccccecarcnncnacaanaa., cseane. (BZ71,035.35)

The discrepancies in the takx deficiencies of both
versions as described above are rooted in different
theories adopted by both parties a3 regards the tax
implications of several transactions of petitioner which
transpired in 1986, and it is for this reason that it 1is
best to tackle the assessed tax deficiencies individually
so as to deteraine whether or not the grant of the tax
refund of P757,396.80 is proper.

ASSESSMENT FDOR GROSS RECEIRTS TAX (GRT)

Respondent assessed petitioner for GRT I1n the sum of

P1,566,681. 40 for the year 1986 basing the said tax aon
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the gross receipts of petitioner in the total amount of
P87, 606,914, 89, Petitioner disputes the basis uti]izgd
by respondent in computing its GRT as it claims that
their gross receipts 1in 1986 amounted to only
F81,857,815. 06 resulting in a deficiency GRT of
P463, 080, 56, Fetitioner opines that the BIR examiners
erred in including the 20X final withholding tax on
certain passive 1ncome as part 6f its "gross receipts”
for 1986. 1t 1s the petitioner’s theory that since the
20% withholding tax is a final tax, the amount withheld
should no longer form part of i1ts gross receipts because
this amount 1i1s not actually received by ther. In short,
the gross receipts should be computed net of the 0%
final withholding tax. In addition, petitioner also
disagrees with the examiner’s inclusion of their income
from the bonds/debentures issued by the Home Inswrance
Guaranty Corporation {HIGC) as part of its gross
receipts, becauwse the charter creating HIGC, particularly
R.A. 580, exempts all bonds/debentwres issﬁed by HI1GC
from taxation, hence such income should no 1longer be
included in the computatibn of its gross receipts.

From the theories thus presented by the petitioner,
respondent asserts her oft-repeated standard 1line of

defenses, thus:
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SPECIAL. AND AFFIRMATIVE DEFENSES

3. The clainm for refund 1is pending
investigation by the Bureau af Internal
Revenuej;

E. The amounts sought to be refunded
were paid in accordance with law;

7. Fetitioner has also failed +to show
that the taxes paid were erroneously or
illegally collected;

8. In addition, well-settled is the
doctrine the provisions on the tax refund are
construed strictly against the taxpayer as they
are 1in the natwe of tax exemptions {(Raisin,
Inc. (sic) vs. Auwditor General, O SCRA 754);

9. Fetitioner bas mnot  likewise shown

that the tax allegedly collected which it wants

to be refunded was actually withheld and/or

remitted to herein respondent and even assuming

that i1t was remitted, the presumption 1s that

they were received by respondent in accordance

with laws

10, It is incumbent upon petitioner to

show that i1t has complied with the provisions

of Section 243 of the National Internal Revenue

Code;

11. The tax sought to be refunded has
already become final and executory.

It 1s obvious from the above—-quoted defenses that
respondent did not propose an& substantial issues as far
as the GRT 1liability of petitioner is concerned.
Moreover, the respondent chose not to assist this Cowrt
in the analysis of the facts which led to the foraulation

of the disputed assessment as can be seen from her

failure to submit the BIR records and her omission to
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offer any kind of evidence to support the government’s
stand. Nevertheless, we find that the 1ssues for
resolution as repgards petitioner’s GRT liabilities are
purely legal and can be confined to two guestions, thus:

1) Whether or not the gross receipts for pwrposes
of computing the GRT shall be computed net of the JOX
final withholding tax; and

=) Whether or not the income derived from
bonds/debentwres issued by HIGC shall be excluded fronm
the computation of petitioner’s gross receipts.

The assessment for GRT i1s based on Section 119 of
the Tax:.Code, guoted hereunder thus:

SEC. 119. Tax on banks and non—-bank
financiai intermediaries.? - There shall be
collected a tax on gross receipts derived from
sowrces within the Fhilippines by all banks and
non—bank financial intermediaries in accordance
with the following schedule:

(a) On interest, commissions and
discounts from lending activities as well as
income from financial leasing, on the basis of
remaining matwrities of instruments from which

such receipts are derived.

Short-term matwrity not

in excess of two (&0 Years o9%
Medium—terms maturity - over .

two years but not exceeding

four (4) years 3%

Long-term matwrity:
(i) Over fowr (4) years
but not exceeding seven
{7) years S §.5

1A amended by F.D. No. 1789.
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{1i1) Over seven (7) years %
{bY On dividends 0%
(c) On royalties, rentals of property,

real or personal, profits from exchange and all

other items treated as gross income under

Section 28 of this [Code =y 3

Frovided, however, That in case the wmatwraty

period referred to in paragraphb {al 15

shortened thru pretermination, then the

matwrity period shall be rechoned to end as of

the date of pretermination for puwrposez of

classifying the transaction as short, medium or

long term and the correct rate of tax shall be’

applied accordingly. )

Nothing 1in this Code shall preclude the

Commissioner from imposing the same tax herein

provided on persons performing sirilar banking

activities.

The aforequoted provision of the law speaks of pross
receipté as the basis of the 9% bank tax or GRT, and it
is petitioner’s contention that the interest income
included as part of such gross receipts should be
computed aminus the final tax already withheld by various
withholding agents for the reason that such amount did
not actually go to 1its funds, hence was not actually
received by thenm.

We agree with the petitioner that the 20%X final
withholding tax on it’s interest income should not foras
part of its taxable pgross receipts.

Revenue Regulations No. 12-80 dated WNov. 7, 1980 on

Taxation of Certain income Derived from Banking

Activities provides that the rates of tax to be 1imposed
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on the gross receipts of such financial institution;

shall be based on all items of income actually received,

thus:
SEC. 4. HHNH HHAN HAUXK

(e) Gross receipts tax on banks, non—-bank
financial 1Intermediaries, financing companies,
and other non—-bank financial 1Interaediaries not
performing quasi-banking activities. - The
rates of taxes +to be 1imposed on the .gross
receipts of such financial institutions shall
be based on_ all items of income actually
received. Mere accrual shall not be
considered, but once payment is received on
such accrual or 1in cases of prepayment, then
the amount actually received shall be included
in the tax base of such financial institutions,
as provided hereunder. (Underscoring supplied)

Frrom the foregoing, it is but logical to infer that
the final tax, not having been received by the petitioner
but instead went to the coffers of the government, should
no longer form part of its gross receipts for the purpose
of computing the GRT. This conclusion is in accord with
the interpretation of the Supreme Court in the case
entitled Collector of Internal Revenue vs. Manila Jochey
Club, 108 Phil. 821, as guoted by this Court in disposing
of a similar issue in the case entitled Compania Maritima
vs. Acting Commissioner of Internal Revenue, CTA Case No.
1426 dated November 14, 1966, thus:

In the second place, the highest tribunal

of the land interpreted the term "gross
receipts: to mean all receipts of a taxpayer
excluding those which have been especially
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earmarked by law or regulation for
government or some person other than

taxpayer. Thus, 1t was held:

"R K HX. The Government could
not have meant to tax as gross
receipt of the Manila Jockey Club the
% which it directs same Club to turn

over to the Board of Races. The
latter being a Government
institution, +there would be double
taxation, which should be avoided
unless the statute admits of no other
interpretation. In the same manner,
the Government could not have

intended to consider as gross receipt
the portion of the funds which it
directed +the Club to give, or know
the Club would give, to winning
horses and Jockeys - admitted 3X. It
is true that the law says that out of
the total wager funds 12%% shall be
set aside as the ‘commission’ of the
track owners but the law itself takes
official notice, and virtually
approves or directs payment of the
portion that poes to owners of horses
as prizes and bonuses of jockeys,
which portion is admittedly 5% out of

the 12%%* commission, As 1t did not
at that time contemplate the
application of - 'gross receipts?

revenue principle, the law in making
a distribution of the total wager
funds, took no trouble of separating
one item from +the other; and for
convenience, grouped three items
under one common denomination,

"Needless to say, gross receipts
of the proprietor of the amusement
place should not include any wmoney
which  although delivered to the
amusement place has been especially
earmarked by law or regulation for
some person other than the
proprietor.” (The Commissioner of
Internal Revenue vs. Manila Jockey

141
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Go 1o, AbE M, 470
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Club, Inc., G.R. Mos. 138 & L - ’
13887, June 30, 1960) -

ft v= to e noted that, under Section Faa I
of the Taw Code, a race-track 1=z subject to an

amusement taw of 0% of its pgross receipts and
the term ‘gross  receipts’ embraces all the
receipts 2f the prooprietor, lessee, or orevator
of the arusement place. ” NMotwithstanding the
troart and all-enbracing definition of the term
"grass receipts”  found in owr aruzcement taew

taw, oaur SHupreme Comrt did not adopt o ifir1teral
interorretation o2f the said term 1 the cone of
the Manila Jockey Clubk, Inc., supra.

Ttie  nthey theory  proposed by the petsbtiones sz

regards 1ts GRT ltability concevrns its earnings from  bhs

bhondssdebentures 1ssued by the Home Insurance Guarant o
Corporation (HIGD) ., It is petitioner’s azsertionr that

such bends and debentures 1ssued by HIGD are srrxempt Trom
taxatinon by viviue eof Hepublic Act bNo. S80.
We likewise uptrold the argument of the petitroner,

1

Reosaohy e Ot . S8R0 a5 amended by Repuirlic STl

porovrdes the following:

Sec. 14, PR MO M
(i The dgebentwres 1soued nur-der thizx
chapter to ary mortgages with renpech oo

mertpage s or loasns tnsured  under Chapters T
and 111 thall be executed 1n the neme ¥ thio

Home Financing Commission =33 chliper, and
signed  for the Commission by the Chaxrmar-
General Manage» by either his wnatten £

ennraved signatwre, and shall be negotiable.
exempt from taxation, attachment, everution o
=_‘€:4':i:r..n~9.. redeermable at the option of tho
Cpmmissian at (I before matuwraity and fully
‘guaranteed as to prancipal and 1ntereznt by the

Repothlae of the Thilippines.
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Teroambovesegupted provision of the iz = Em T
Yo mpeen omn faprbhies it evoeetabtion, P oanvroug -
Tover,  Lrc angt debentures y1znupd by HIGLD are ewempt Feom
T 28 ble apree with the petritianer Ehins the Tae
gvermpiron peavileny extends  ton the eavnivns derived by
the lerncdinn anstatation, fim this caszg, petitioner oanb
= (RS TARS S intender! to -aalel CRUR -3 ¢3 2 the prr~ticaipatyorn o
farancial 1nsztitutions 1 the mor-igapge Insurarce pranrass

e 3

a the

13

avernment for the end-purpose af pronmctinm bome -

ter1lding and land ownerzhip ameng Fillipinas,

iin this zeove, Jone ranas., former Commiszcsioner ot

bt

internal Revenue, it ha bool entatled updatsg Mat s one

I

Internal Revenue {pde. 13AH, Seventh Edit:on, page b,
orowded an  added ratilonale  for excludinog the intzrestc
derived From tax-—-enenpt povernment bonds and  secur i tiecx

1z manmer, thuxsn:

(RS - JE
interests from aeverneent bonds or sreuitiesn,
W + bv tpecific prevision of law, are ‘exempt
from tavation” ¢v eqempt from all tares, do not
Fovm part of the gross receipts on which cayd
Yaw 15 1mnoned, For to incliande such tavu—free
1t ereznt income as part of the hasic oF thee
ranl tas would, 1n effert, nullirfy e raw
seemption zpecially provided for 1n 1aw. MMM

Fov parposes of compuataino the 5% baw

o

ALSESSMENT FOR DOCUMENRTARY STAMP TAX (DST)

Fetrtyaner galis antp guestion the BIHR = ALTELLMmETY
nd ot DET o liatality fro the tawable year 1986, It vz the
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LT
Faorr ztand uf the pertartiener that 1t hae peomerly TE
Al it DET for 1346 hence it has noe D51 defzcsenoy
eurent for the 20%  zwecharpe that 15 to beg s~gposel  Foo
the late aftiwving of UST on certain doourents,
{ince  again we are confronted with drxffegrences 1Ty
theorien and accsgooment cf farcts adopt g by the
criitioner and respondent with regard to  the Det

iaty of petitiomer,

wad
et
]
[
e
o)

Fetibtraner contends that a total ampunt af
FIE7,600, 000,00 was errvonepusly incliuded as 2art of it

loan framncactiens . an 19866 subject to DET. Ervoneous 1n
the zenne that thics amopunt represents trade receiveahbles
that are evicenced anly by mere invoicesxs and not

promiszory npotes  which  were sold or azssioned to  the

in

petrtroner. D such, mere 1nvpices are not ncluaded a
cie  of those instruments subject Lo DET porsuant ta
-

Sechtion Y76 of the Ta» [ode.
Lie zuree with te petitioner that loan tsansartions
that are esvadenced hy mere involues and not backed vp by

crresponding promissury notes are not subject to IS

i)

or

ECAUSE ANl 1Nnvol1ce iz net one of thocse instruments ander
stion 176 of the Tax Code whose aszignment, sale Gy
Feangfer 1s =ubject Lo LT, However, cQualily rmpportant

Le consadey 15 the tactual basis aof the alleration of $he
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petitioner that a total amount o f D3R, &G0, OO0, 0O
reprresents trade receivables bhacked up by mere INVRICES,
In the instant case., petitioner mresented az evidence &
comparative computation aof DST for 1386 prepared and
certified rorrect by 1ts own vice president and
comptroller (Eshabit "R") indicating the above cstated
amount which 1s at best self-serving and as aueh does not

convaince this Cowrt of the veracity of the figures

contained therein. A1l presumptions are 1n favor nf the
correctness of tax assessments. The good faith of tax

azsessors and the validity of their actians are prenumed,
They will be presumed to have taken into ronsideratiaon
all the factsyto which their attention was called. o
presumption can be indulged that all of the public
officaals of the state 1n the various couanties who  have
to do with the aszszessment of propeviy for ta-ation vi i
knowingly violate the duties imposed upon ttrom by 1o,
{(Commissioner of Internal Revenue vs. Construction
Resogurces of fsia, Inc. and the Court of fax Nppeals, 145
SUFG 5710, fis 1t 15, a mere paper indircating figures net
backed i by the covreszponding photocopren of thop

invelcer 18 not sufficient te rebat sucnkm presumption,

Fetybanner alao takes issue to the amorit of
3, 0nn 00 which 3t olaims was erroneausly subgegt og
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by the BIR +to DST in the sum of P28,952.00. Fetitioner
azserts that the DST duwe bave already been affixed by its
clients pwsuant to a prior agreement between petitioner
and the clients hence to subject the same amount to DST
would in effect be a double imposition of DST on the same
transactions. To prove this allegation, petitioner
mresented as its evidence, the copies of the promissory
notes uwpon which documentary stamps were already affixed
{Exhabits "L", "L-1", "L-2", "L-3", "L-4") and presented
a copy of petitioner’s own documentary stamp as sowrced
from its own meterinn machine (Exhibit "M”) in an effort
to show the difference between the "design” of the
documentary stamp affixed by its clients and petitioner’s
own documentary stamp as sowced from 1ts own stamp
metering machine,

We find that the evidence above-described has
successfully rebutted the presumption of correctness of
the assessment and we hold that the amount of
pea, 952, 000. 00 should not bave been subjected to DST. In
deciding this particular issue, great weight was placed
on the petitioner’s evidence primarily due to
respondent’ s apparent disinterest in pursuing this case.
Mo BIR records were submitted nor waz there any formal

offer of evidence made by respondent. Furthermore, no
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attenmpt to dispute the specafic allegations made by the
petitiorner was made by the respondent as she presented
mere generalities as affirmative and specific defenzez an
her ANswer. Recspondent bhaving failed to overcome the
coenwvincing evidence presented by petitioner, lle suntaan
petitioner's contention with respect to thas particular
issue,

Another significant objection of the petitioner 1s
the D57 imposed by the examiners on  the amogunt of
PZE0, 633,967,000 representing the value of government
cecurities specifically Treasury Bills ard Central Bank
Pills, purchased and cold by petitioner banbk in 198¢6.
Fetitioner contends that such povernment =zecuraties fall
within the meaning of "deposit substitates” anrt  that
pursuant to Rev. Reg. WNo. 17-84 such depp:zit substitutesz
are zubject to DST only upon their 1zzuance, et ol oupen

their subneguent transfer, assipnment or convevancoe.

We dirisayree with the contentiron of petabyoner and o
bhold that thhe government cecurities (Lresaary hills and
Central Bank B1l1lz) are not deposit suhstitates bnt e
cloaszitied as "certificates of indebtedne=s" =abjecth L6y

TET pupvsuant to Sectaion 274 of the Tax Code. thusgs

Section 174, Htamp tax on bonds,
idebentures, and certificates of inilehtedness,
- din all fronds, debentures and certaficsres af

inrdehiterdness 1nnued by any asesoCi1atron, company
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or corporation, there shall be collected =

documentary stasp tax of one peso on each b
hundred pesocz, or fractional part thereof, of
the face value nof such documents, (A- amended

by FD 1457 and BD 1959,

In the case entitled BP1 Family Bank

Commissioner of Internal Revenue, CTA Case No.

Ffuagust 7, 1392, this Cowrt made a comprehensaive

analyesaz

of the natuare of the Treasury Rills and Central

Bills that Justifaied their beaing classil

certificates of indehtedness and not a5
substitutes. Pertinent povtions of thhe above-cited

decision are guated hereunder, thus:

fied

depesit

To vresolve the issue we have to determine
the nature of treasury ov UB bills. Treasury

BirLlls are evidence of indebtedness issued
the Mational Government under authority

Republic Act Ho. Z45, as amended. They
offered for sale either at auct ion

competitive or non-competitive basis ~rd
Fixed discount or 1ntervest vate. It reopios
a direct, unconditional amd general obhliga

af bive Flati1onal Government (Sectian i

)L "Centyva’ Ranl brils” L% ERRURIR RS

o p - -

treasasuary bi1lls ryvept that 1t

TS el

aliye

WS e Known as bhe fCentryal Rank et

b
of
area
on
at
ent s
bt
. i,

b

ant to Republic Aok =65, e Amendedct,

oA

bi1ils are alse cvirpdencse aof ndebteddnes e

by Lthe Uentyval Pantc against 1ts tnteynab g

pnal

ceserve or  agairnst obther government sacurities
1 has acqulred, ars may be pasued wrbhoot

velation to specific types of aszsetn o f

bank, (Section w3, B, A, CBI) Tveasury  brlic

arndd TR birltls ar the two most propuls

popyvevnment secuvities being traded in the
macket opsrabion of the Centyal Banio

From the abuyve concepis of Lrg

arnd UB Hills, 1t may not he concluderd (hat
Fall under thve torm promissory notes, bill
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open

azury bilis

thay
nf



DEZYGION ~
C.oT.A. CASE MO. 4720

— 1 B —

exchange draft, certificate of deposit neoe debt

instruments vsed for deposat substatutes £i %
defined above, HOH
The Court of fAppeals sitbsequently affirmsd the

aterequoted decasion in the case entitled PPT Family Barnk
vE., Commissioner of Internal Revenue and Couwrt of Tax
Appeals, Cca G6BR S No. <9853, Sepfember 13, 13954,
Fertinent portions are auocted, thuo:

"Without any doubt, having the openeral
character of investment securities, T-bills and

(92 bills cannot be considered as me» e
ovomilscnery notes, In fact, the primar oy
function of CP bills and T-bills are quit e
different from that ¢f i1nstruments evitdenoing
cdehts mn ardinary transactieons betweon
individuals (Article 19, u. S. Hey. o, 71

Treasury Department, caited in Aranarn npdat e
NIRC, p. 7763 Revised Documentary Stampo Ren. .
Department of Fiparce, Sepnt. 16, (924, CXXX1:,

0. G. tie p. oLAAS, Sectaion 1), netrumest
evidencing debte in aordinary transtactions

bretweern individuals= are move in the =—atiare o f
3

promizsary notes which are treated separatel

2rd distinctly frrom government cec araities

are 1ssued hy avthorayty of the Lentral
Conseguently, Lthe a1souance  amd the bt eguent
transfer and  sale of gaovernnent secusitres

should be subiject to the payment of docuamenkary

stamp taxes purszuant to Section 1772, @z amenderl

by F.D. Ho. 1994 of the NIRD xwwxn,®

From the foregoing, we  oan conclade thaot zuoh
government =zecwr-ities van be classified as "rertificaete
of 1ndebtedness” under Section 174 pf the Tawx Coiie hence

sabniject to DBT.

The Tainal chjection of the petitiener +to the DET

senoment for 1986 1z the tnclusion of the ampunt of
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Fasg, 4a0,. 8% whaich 1t anserts to have been Prroneous iy

¢

classi1fied as new loan releases subject to ST bot ar e
claimed Lo be merely "veversed entries” fogat an the:r
books to cover adjustments renulting fron
veturnedsbeouncaing checks and reclassaified existing locans.
Furthernore, petaitinner contends that the.e révnrsrd
entries are not accompany ed Fry the 1E s naENTe o f e
promissory nobes o execution of  new  loar agreoment s
hence not eubject to DBT. To bolster 1ts ~tand,
petitioner mresented As evidence a Grotedule v f

Returned/Reclassified Cheoks for 1986 whigh was ceritrfaireo

correct by Mrs, Clenfe C. EBonifacio, petitioner

Comptroller and Vice Fresident (Exhibhits 717 and R

o
.
i

and photocopies of papes from petitioner’ g subsz

lTedyer (Exhibits Va7 te "J-8") andicating the amourt =

tihve cherks tirat bounoedd and the amaunte pf the Taan
reciassified., The amounte intdicated imn the schirdul

(Exbabiat "1 are al=o reflected i1n  the =subsaiary ledpgs

(Exhvabits "JI" to “J-8#£") submitted by the petitoner.

The fact that & check was cancel ledd arv houneee:s bo

noe  bearaing to  the UST already paild zince Y he T T
chrechs 1z paild in advance upon the aprrlioat o oF g
R R TR T LR tnohiets Fyom the tiarl, Ploacg e, 3
moyment of the DET 232 affercted at the fame much ack 3

—
)
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centavos. The key here is i1ssuance. Thus, regardless of
whether the checks issued have been cleared or not 1is
immaterial to the payment of the DST. The fact that the
checks have been issued and delivered 1is enough for the
DST to attach to said document.

The same 1is true 1in the case of reclassified
existing loans. Section 180 of the Tax Code provides for
the payment of DST on all promissory notes, whether
negotiable or non—-negotiable, and on each renewal
thereof. The existing loans that were reclassified did
not entail the issuance of n;w promissory mnotes but
merely a reversing entry. This however does not wmean
that the DST paid thereon should be refunded since the
DST on promissory notes attaches on the document itself
upon their issuance or execution. As a matter of fact,
the mere renewal of said promissory notes is subject 1to
the DS5ST.

A recomputation of the amounts involved particualarly
with regard to petitiomner’s DST liability would show that
there 1s still an unpaid portion as far as the taxable
year of 1986 is concerned, this notwithstanding the fact
that this Court already reduced the amount to be paid.
The wmain reason for this is rooted in petitioner's

incomplete payment of its DST liability as originally
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assessed by respondent. Evidence shows that the BIR
assessed petitioner for deficiency‘DST in the amouwnt of
F518,138.68 but petitioner only paid the sum of
P303,703.40 (Exhibit "W"), so whatever deductions this
Court finally grantéd to petitioner as regards its DéT
liability did not result in any overpayment of taxes,
hence refund cannot be allowed.

Hereunder is the detailed recomputation of

y

petitioner’s final DST liability for the taxable year

1986, thus:

Amout of
Transaction DST Due

Total loan
transactions in 1986 P 522,955,569.85 P 522,955.57
Add/ (Deduct):
a. Transaction on which
DST were already
separately affixed

by clients {28, 952, 000. 00) 128, 952, (0)
b. Governament securities
purchased/sold 220,633, 967. 00 £20, 633. 97
d. Certificate of time )
deposit 203, 752, 696. 63 903,752, 70
Tatal Pl1,218, 370, 233.00 P1,218,390.24
Less: DST paid/affixed -
in 1986 830, 404. 05
Basic deficiency DST P 387,986. 193
Add: 25% surchage 36, 996, 55
Total deficiency DST . P 4B4,982.74
Less: DST affired in 1987 P73,814.60
1988 12,017.60
1389 44,840, 00
for certain transaction in 1986 130,672. 20
Balance of deficiency DST P 354,310.34
Less: Payment msade on 3/5/30 303, 703. 40
Tatal asount payable o 50,607. 14
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WHEREFORE, in view of the foregoing, petitioner is
entitled to the refund of Gross Receipts Tax (GRT) in the

sum of P486,961.45 computed as follows:

Gross income subject to GRT _
per BIR computation PB87,656,914. 89
Add/ (Deduct) Adjustments:
a) final taxes already
withheld from
petitioner’s 1986
passive income {P5,419,218.73)
b) income from HIGC
bonds and debentures

which are exempt { 3 44 ‘ {5,811,763.13)

Gross income subject to GRT Pal1, 857,815, 06>

GRT Due . P 3,902, 966. 95

GRT Rewmitted 3,439, 886. 33

Deficiency GRT P 463, 080. 56
Add: Surcharge (@3%) P 115,770, 14
Interest (20%) 333,788. 92

Compromise Penalty 12, 090. 00 461, 799. 06

Total amount due and collectible P 924,839. 62

Less: Awmount paid (Exhibit “F") 1,411,801.07

Total amount refundable P 486, 961.45

With respect to petitioner's claim for refund of
documentary stamp tax, it has been established that no
excess payment was made in the taxable year 1986, hence
such claim for documentary stamp tax is hereby DENIED.

SO ORDERED.

Q‘AZN-Q\ QA”&. ‘
ERNESTO D. RCOSTA
Presiding Judpge
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WE CONCUR;
- .‘
K. BRUBAR
Judge
/
. £
; RAMON O. DE VE
o Associate Judge
R
/ .
J CERTIFICATION
: - I hereby certify that this decision was reached
after due consultation among the mewmbers of the Court of
ff Tax Appeals in accordance with Section 13, Article VIII
of the Constitution.
Qeze. Y
‘ ERNESTO D. PACOSTA
- Presiding Judge
; : Court of Tax RAppeals
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