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According to Petitioner, it is subject to Value Added Tax at zero rate (0%) in its
sales of services as provided for under Section 102(b)(2) of the 1996 Tax Code since the
services it rendered were allegedly paid for in acceptable foreign currency which is duly
accounted for in accordance with the rules and regulétions of the Bangko Sentral ng
Pilipinas. For easy reference, Section 102(b)(2) is hereunder quoted as follows:

“Section 102. Value-added tax on sale of services — x x X
(b) Transaction subject to zero rate — The following

services performed in the Philippines by VAT-

registered persons shall be subject to 0%:

(D) XX XX

(2)  Services other than those mentioned
in the preceding subsection, the
consideration for which is paid for in
acceptable foreign currency which is
remitted inwardly to the Philippines
and accounted for in accordance
withothe rules and regulations of the
Central Bank of the Philippines x x
x” (italics ours)

On the basis of its theory that its revenues are considered zero-rated for VAT
purposes, Petitioner filed an application for Tax Credit/Refund of VAT paid on April 14,
1998 (Exh. H) and subsequently filed a written claim for refund with the Respondent
Bureau on April 17, 1998 (Exh. G). As Respondent failed to act upon said claim,

Petitioner filed a Petition for Review with this Court on April 20, 1998, in order to toll

the running of the 2-year prescriptive period provided by law.
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“Refunds or tax credits of creditable input tax. ~ (a) 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 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 100(a)(2)(A)(1), (ii) and (b) and Section 102 (b) (1) and (2),
the acceptable foreign currency exchange proceeds thereof had been duly
accounted for in accordance with the regulations of the Bangko Sentral ng
Pilipinas (BSP): Provided further, That where the taxpayer is engaged in
zero-rated or effectively zero-rated sales 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, it shall be allocated proportionately on the basis of the volume
of sales.” (underlining supplied) .

It is clear from the aforequoted provision of the Tax Code that the prerequisite to
the refund of creditable. input tax is the categorical showing of zero-rated sales in a
claimant’s VAT return. However, contrary to what is required, Petitioner only declared
in its 1996 first quarterly VAT return a VAT taxable sale of P118,181.80 which resulted
to an output tax of P11,818.18. As no zero-rated sales were declared by the Petitioner in
its return, this Court is incapable of determining the very basis from which the amount of
creditable input tax could be computed.

In an effort to prove its foreign currency inward ;emittances, Petitioner offered in
evidence various bank credit advices (Exh. A-2 to A-22) issued by Rizal Commercial
Banking Corporation which account for the total foreign exchange receipts of Petitioner
for the indenting services it rendered for the year 1996.

However, these bank credit advices have little probative value. The remittances

cannot be possibly linked to sales of 1996 since there was no declaration of zero-rated
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