PUPODLIC OF THE PRILIPZITESS
COURT OF TAX APPZALS

ATETON T

JPRIMA BUSINESS MACHINES, INC.,
Petitioner,

~ yersuas - C.TA. CASE NO. 2990
OMMLIGS5IONER Orf INTERNAL
HEVENUG,

Respondent.
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DECTISION

It appears in this action for refund or tax
credit of an alleged over-payment of income tax
that, peci..oner, Prima Business Machines, Inc.,

a domestic trading corporation, filed with res-
pondent Commissioner of Internal Revenue cn
January 17, 1977 its income tax xeturn for the
fiscal year ended September 30, 1976; acclaring

a gross income of B1,668,033.00, a total deduction
of 1,002,529.00, a taxable net income of
BGO5,504.00 and a tax due thereon amounting to
£222,926.00 which 1t paid in installments.
Subsequeni.liy on January 24, 1978, petitioncr filed
an émended income tax return consequenced by its
own alleged erroneous entry in its books which
treated the importations of 60 units of cash

registers amounting to B306,171.20 ac ~erchandise
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in transit" instead of clazsifving them as
"purchases" resulting in an ovecrstatement of

net income by B306,171.20 as well as the manage-
ment bonus which is computed on net incor.e after
taxes by B9,637.36. After proper adjustmants

to net profit and managzment bonus, a taxable

not income of B368,969.91 instead of RE65,504.00
previously reported which shoulid nawve been taxed
2t B11¢,123.00 would result in an cver-payment

of incoue tax amcunting <o B103,787.00. A claim
for the refund/credit of BR103,787.00, representing
the difference between the amounts of B222,926.00
g £179,139.00, was filed together with the
amenaes seturn, which nad remained unacted by
respondéert to date of filing this petition fox‘
review on January 15, 1979,

‘Petitionor ghores the claim on the findings
centainea in the Report of Investigation dated
HMarch 2, 1972 anthorized by respondent's office,
which, insofar ags pertinent, reads:

"the over-payment mentioned above
aose on an error of its auditors in

making adjustments in the books of

accounts of the claimant by dekiting
"merchondise in transit" and crediting
the ccrresponding amount to "purchases"

thus reducing the <nst of goods sold
by B308,171.20. ©Said errxor was verified
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by tne undersigned from the Letters

of Credit Nos. R-1272-76 and R-1271-76
and Central Bank Release Certificates
Nos. 1i279-76 and 11410-7%6 to the
cffect that while the cash registers
involved in the importation were
alyeady resecrved by Prima Business
Machiines, inc., they were treated as
"Merchandisze in Trarnsit" in its books.
The alleqations, therefore, of claimant
i1 its letter are true and the refund
of the amount of RBR103,787.00 is in
order." (Exn. P, p. 47, BIR records)

Respondenti - »~cifically assails the legal
sufficiency of hig examiner's report as the sole
banis fov the ciaim sans the presentation of
augmen’ing evidences but gseeks aliernstively
a deilolency tax liability sgainst petlitiloner
as recommended on the cawme yeport, thus:

"How=veLr, in the examination

ol e proorde, 1t wan found that

there iz still due from Prima Busi-

ness Macnines, Inc., BL,095.91 as

deficiency advance sales tax on

importations as computed in the

attached working pepers which should

reduce the amount claimed." (Exh.

2-A, p. 47, BIR records)

Respondent furthor takes issue on the tena-
bility of a part of the claimed refund in the
amount of B25,440.00 rcpresenting three install-
ments (EBxn. 1l-4, p. 28, BIR records) out of the
total 1ncome tax poyments of B222,926.00 for

the fiscal year as barred by the statutory two-

vear period ¢f limitation, i.e., from the time
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of payment © <hc filing of the petition on

January 15, 1979, 1temized as [ollows:

DQUARTIR DATE AMOUNT
. First installment Pebruary 12, 1976 B 6,853.85*
Second installment May 26, 1976 9,L27.71%
Third instaliment Augustc 18, 1976 9,458.44%*
Fourth installments: January 17, 1977 65,828.67
April 15, 1877 68,950.72
July 13, 1977 62,706.61

TOTAL seeevecevrcancena-o B222,926.00

*Aliegedly barred by piescription

(Evh. A, p. 28, Exh. ©, p. 25, BIR records)

Thie issue centers therefore on the jucstification
in the use of the report oif findings as basis for
tise docermination of Lue claim for refund or tax
crecie of alleged over-payment of income tax.

vue records show that respondent had the
peiitioner 's D»articular claiw for refund or tax
credit adverted to above investigated and verified.
It will suffice to point out that an appropriate
"examination of the bhooks of account and other
related record of the above-inamed firm for purposes
QE verifying the validity of their claim for refund/
tax credit of income tax over-payment amounting to
B103,787.00 per its Jetter dated January 1le, 1978"
(Exh. F, supra) was conducicd.

The report, itself, furnishes the best means

of its own exposition. The factual findings are
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not short of specific support in terms of
tractable pertincnt data avd relevant records
openly Laid and fully disciosed by the peti-
tionexr. As such, the repo: t descerves the
credence :hat should normalily be accorded in the
absence of conkrzary evidence. Respondent points
to no factual errors and superfluities which
need to be cured and abridged. And, not that
the examiner's ¢.edeatials are impeccable but
to his favor muc. be conceded the presumption
of regularity in the performance of official
duties (Sec. m~-5, Ruie 131, Revised Rules of
Court; U.5. vs. Docasante, 6 Phil. 743; 31 C.J.6.
) whicn nas nei pcon disproved by any atfirm-
ative eviacnce of irregularity or unlawful conduct,
Iiccordingly, we feel cumpelled to affirxm the import
and force of the report of findings which may not
be suifered to petrify in futility.

Moreover, it adds no strength to respondent's
position as certainly it would be an absurdity
on his part to repudiate the report by sguirning
out of a disadwvantageous situation insofar as it
susitaine the refund and then, on the same breath,
invoking the same findings on the deficiency tax

liability against petitioner. Such a fluctuating
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luxur.ance o expediency would cast respondent
in a role who does not ccuport with the standaxds
of fairplay. We apprehend that the report of
invectigation waich .espondent himself had
occasioned should not serve narrow purposes 1in
conctiruindg the rignts and obligations of the
parties afiectied thereby. The 1nterest of
government jis not tinat it shall win a case but
that juetice chall e aonc.

Turning to pelitionsy's objection agaiast
the deduction from its relundable claim the sum
of RP1,095.91 renresent ng deificiency advance sales
tax lieability uncovcicd in the investiyation,
suifice L to state rivit as 1mplied in the nol. ing
in Comm.ssioner of 1utzrnal Revenue vs. Itugon

(SRR
v

vyoes case, (G.R. No. 1-25%7299, July 29, 1969,

¥

286 SCRA 871) allowing the tazpayer the right to

apply 1its refundable claim from its existing tax
lizbility, the gowernment, in thc same token and
for reasons deemed hardly leoss imperatiwe and
important, should not be precluded in availing
of the same. 1In the case at bar, respondent
deserves no different trealment and nust be ex-
tended the right to deduct petitioner's tax

liability fvem its refundable claim.
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As ©o the question r-ised by respondent
relative to the pfescript}nu of action on the three
installments in the amount of B25,440.00 out of
the total income tax payments of B222,926.00 the
gsame must be answered in the nsegative as 1t was
squarely met i1n the cases of Collector of Internal
Revenue vs. Prigto, G.R. ¥ . L-11976, August 29,
1961, 2 SCRA 1007 and Cuswmissioner of Internal
Revenue vs. Palanca, ©.0. No. L-16626, October 29,
1966, 18 SCRA 476, Lhat, where the tax account was
paiu oy installiment . the computation of the two-
year prescriptive period under Section 306 (now
Sec. 292) of the Tex Tode should be from the date
of the rfinal paymeni. In the instant case, less
than two yeca:s nad elapsed from the time petitioner
made its final income tax payment on July 13, 1977
to the time it filed the petition for review on
Januvary 15, 1972. 7The determination of the
prescriptive period of two years for recovery of
tax erroneously or illegally collected, rests on
well-settled jurisprudence which application may
not be tinkered by any such sort of idiosyncratic
aberration.

in [ine, we hold that the petitioner is en-

titled to the rcfund or Uax credit of an overpaid
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income tax for tne fiscal period ended September 30,
1976 in the amount ¢ £ B103,787.00 with no install-
ment payments thereo. barred by prescription, but
shall be subject to the deficiency advance sales
tax liability 11 the amount of B1,095.91, deduct-
ible from cthe reifundable amount.
WHIRLUFORE, resporndent 1s hereby ordered to
rofund or credit to ‘Lo ootitioner the net amount
of BL02,691.03 wiihout pronouncement as to costs.
SO ORDERLW,

Quazzon Caty,. Metvro Manila, August 31, 1981.

WE CONCUR:

Presiding/ﬂudge

CONSTANTE . ROAQUIN
Associlat

e

Judge



