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~ v· r· DECISION 

RINGPIS-LIBAN, J. 

THE CASE 

'The Petition for Review prays that the Court: 

1. Reverse and set aside the VAT Rifimd Notice dated August 5, 2021 
issued by the respondent, through Assistant Commissioner (ACIR) 
1viaria Luisa I. Belen, denying in full petitioner's value-added tax (VAT) 
refund application for being contrary to law and for its utter lack of 
n1.erit; and, 

2. Grant petitioner's claim for VAT refund 111 the arnount of 
P5,260,894.41.1 

~ 

1 Statement of the Case, Pre-Trial Order dated November 17, 2022, Docket- Vol. 6, p. 3263. 
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THE PARTIES 

Petitioner MD Panabo Agri-Ventures, Inc. is a corporation duly organized 
and existing under and by virtue of Philippine laws. 2 It is registered with Bureau 
of Internal Revenue (BIR) - Revenue District No. 112, under Taxpayer's 
Identification Number (TIN) 005-211-258-000, with address at Brgy. Kasilak, 
Panabo, Davao del Norte.3 

Respondent Commissioner of Internal Revenue is the public officer duly 
authorized to decide cases involving claims for tax refund pursuant to Section 
112(C) of the National Internal Revenue Code (NIRC). 4 

THE FACTS OF THE CASE 

Petitioner flied its Amended Quarter!J VAT Returns (BIR Form No. 2550-
Q) for the 1st to 4th quarters of taxable year 2019 on the following dates through 
the BIR's Electronic Filing and Payment System (eFPS): 

- --------------------------------

Period (Taxablt! Year 2019) Date of Filing Reference No. 
1'' Quarter Qanuary 1 to March 31)5 August 11, 2020 102000037318089 

2"J Quarter (April 1 to June 30)6 August 12, 2020 102000037341440 

3'J Quarter Quly 1 to September 30) 7 August 11, 2020 102000037326300 

4'h Quarter (October 1 to December 31)8 August 13, 2020 102000037356367 

Onl\!Iay 11, 2021, petitioner flied with the BIR VAT Credit Audit Division 
(BIR-VCAD) an Application for Tax Credits/Refunds (BIR Form No. 1914)9 for 
VAT refund, amounting to P7,561,458.39, for the period January 1, 2019 to 
December 31, 2019, wirh attached ReviJed CheckliJt qf Mandatory Reqttirements on 
Claims for VAT Credit/ Rejund,10 and Taxpqyer's Attestations. 11 

Consequently, the Tax Verification Notit-e No. TVN201800143120 dated 
May 11, 2021 was issued to petitioner, 12 authorizing Revenue Officers Marjorie 
C. Dioso and Michelle J. Alonzo-Bucayu, to verify the supporting documents 
and/ or pertinent records relative to petitioner's clain1 for VAT refund for the 
period covering the subject claim. 

/"" 

2 Exhibits "P-2", Docket- VoL I, pp. 43 to 54; Exhibits "P-12", "P-13", "P-14" and "P-15", BIR Records 
(Exhibit "R-6"), pp. 1 to 31. 

1 Exhibit "P-6", Docket- Vol. 7, p. 3504. 
4 Par. I\, A.dmitted Fact, JointS tipu!ation ofFadJ and lJJtteJ 0 SFI), Docket - Vol. 6, p. 3264. 
5 Exhibit "P-17", BIR Records (Exhibit "R-6"), pp. 40 to 41. 
1' Exhibit "P-17-1", BIR Records (Exhibit "R-6"), pp. 38 to 39. 
7 Exhibit "P-17-2", BIR Records (Exhibit "R-6"), pp. 36 to 37. 
H Exhibit "P-17 -3", BIR Records (Exhibit "R-6"), pp. 34 to 35. 
~Exhibit "P-16", BIR Records (Exhibit "R-6"), p. 117. 
Ill Exhibit "R-2", BIR Records (Exhibit "R-6"), p. 116. 
II Exhibit "P-24", BIR Records (Exhibit "R-6"), pp. 112 to 115. 
12 Exhibit "R-1", BIR Records (Exhibit "R-6"), p. 119. 
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On October 4, 2021, petitioner received the letter (VAT Rejimd Notite) 
dated August 5, 2021,13 signed by Assistant Commissioner :tviaria Luisa I. Belen, 
denying its application for refund. 

The present Petition for Review was filed on October 29, 2021.14 

After an extension was granted, 15 respondent posted his Answer on 
February 2, 2022,16 interposing certain special and affirmative defenses, to wit: 
(1) petitioner's claim for refund in the amount of P5,260,894.41, representing 
alleged unutilized input VAT for taxable year 2019 were not fully substantiated 
by proper documents; (2) the petition must be dismissed for failure of petitioner 
to substantiate its administrative claim for refund; (3) the claim for tax refund 
must be denied due to petitioner's failure to comply with the requirements in 
Section 238 of the Tax Code, as amended; and ( 4) partaking the nature of 
exemptions, claims for refund are strictly construed against the claimant and 
cannot be allowed unless granted in the most explicit and categorical language. 

On February 23, 2022, petitioner filed its Rep!J. 17 

Respondent transmitted the BIR Records of the case, consisting of 404 
pages in one (1) folder, on N!arch 11, 2022. 18 

In view of the parties' failure to reach an agreement before the Philippine 
Niediation Center-Court of Tax Appeals, the Pre-Trial Conference was set on 
July 7, 2022. 19 However, the same was reset to,:w and held on, September 29, 
2022.21 Prior thereto, the Pre-Trial Brief for Petitioner was filed on September 23, 
2022,22 while ReJpondent's Pre-Trial Briif was submitted on September 27, 2022.23 

On November 2, 2022, the parties submitted their Joint Stipulation of Fads 
and !SJues,24 which was admitted and approved in the Resolution dated November 
10, 2022,25 thereby deeming the termination of the Pre-Trial. The Pre-Trial 
Order dated November 17, 2022 was then issued/ 

1.1 Exhibits "P-1" and "R-5", Docket- Vol. I, pp. 38 to 42. 
14 Docket- Vol. I, pp. 5 to 33. 
IS }!lotion for Exte!IJion of Time to File AnJJJJer, Docket- Vol. 6, pp. 2813 to 2816; Resolution dated Februaty 9, 2022, 

Docket- Vol. 6, p. 2819. 
11, Docket- Vol. 6, pp. 2837 to 2846. 
17 Docket- Vol. 6, pp. 2828 to 2835. 
IH Compliamv dated March 10,2022, Docket- Vol. 6, pp. 2862 to 2864. 
1 ~ Resolution dated March 18,2022, Docket- VoL 6, pp. 2868 to 2870. 
20 Notice of Resetting dated June 29,2022, Docket- Vol. 6, p. 2896. 
21 I'viinutes of the hearing held on, and Order dated, September 29, 2022, Docket- Vol. 6, pp. 3210 to 3212. 
22 Docket- Vol. 6, pp. 2897 to 2922. 
23 Docket- Vol. 6, pp. 3203 to 3206. 
24 Docket- Vol. 6, pp. 3219 to 3226. 
2S Docket- Vol. 6, pp. 3241 to 3242. 
26 Docket- Vol. 6, pp. 3263 to 3270. 
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Trial then ensued, with the parties presenting their respective 
documentary and testimonial evidence. 

Petitioner offered the testimonies of the following individuals, namely: (1) 
I'vfs. Sharon D. Sido,27 petitioner's Accounting Manager; (2) Mr. Marlon D. 
Dumail,28 petitioner's Information and Communication Technology (ICT) 
Department Manager; (3) Ivir. Joseph P. Basquina,29 petitioner's Senior 
Accounting Staff; and (4) Mr. Peter Raymond T. Santos,30 the Court­
commissioned independent certified public accountant (ICPA). 31 

The Reportofthe said ICPA was submitted onJanuary 4, 2023.32 

On Ivlarch 22, 2023, petitioner flied its Formal Ojfer ofEvidence (FOE),33 to 
which respondent flied his Comment (to Petitioner'J Formal Offer rf Evidence) on 
Ivlarch 27, 2023.34 Petitioner then filed a Rep!J (Re: ReJpondent'J Comment to 
Petitioner'J Formal Offer rifEvidmce) on April4, 2023.35 In the Resolution dated July 
13, 2023,36 the Court deferred the resolution of petitioner's FOE until after the 
submission of certain duly marked exhibits or the lapse of the period granted for 
such purpose. 

Petitioner's Compliance/ NianifeJtation [Io the ReJoltttion dated 13 jtt!J 2023} 
was then filed on July 27, 2023.37 In the Resolution dated September 8, 2023,38 

the Court admitted petitioner's exhibits, except Exhibits "P-47'', "P-48", "P-49", 
"P-50" and "P-51", as the marked copies of the same could not be found in 
either the docket of the case or the BIR Records. 

For his part, respondent offered the testimony of Revenue Officer Jayson 
B. Gordovez. 39 

On November 24, 2023, respondent filed his Formal Offer rf Evidence. 40 

Petitioner failed to file its Commetlf (to ReJpondent's Formal Ojfer if Evidence) or~ 

27 jNdi,ia!Aj}idavit ofSharofl D. Sido, Docket- VoL 6, pp. 2924 to 2937; I\Iinutes of the hearing held on, and Order 
dated, Februmy 7, 2023, Docket- VoL 6, pp. 3368 to 3370. 

2H Judidal./lf)idavit C!fMarlon D. Dumai!, Docket - VoL 6, pp. 2982 to 2990; I\'Iinutes of the hearing held on, and 
Order dated, February 7, 2023, Docket- VoL 6, pp. 3368 to 3370. 

29 judidal AJlidavit of]oseph P. BaJquina, Docket- VoL 6, pp. 3006 to 3016; J\Iinutes of the hearing held on, and 
Order dated, March 7, 2023, Docket- VoL 7, pp. 3373 to 3375. 

011 .Judicial Affidavit of Peter Rtl)'motld T SantoJ, Docket- VoL 7, pp. 3376 to 3391; 1\Iinutes of the hearing held on, 
and Order dated, March 7, 2023, Docket- VoL 7, pp. 3373 to 3375. 

31 Oat!J ofCommissioll dated November 17,2022, Docket- VoL 6, p. 3273; I\Iinutes of the hearing held on, and 
Order dated, November 17,2022, Docket- VoL 6, pp. 3271 and 3276 to 3277, respectively. 

32 Letter dated J anumy 3, 2023, and Exhibit "P-52", Docket- \ 7 oL 6, pp. 3280 to 3355. 
33 Docket- Vol. 7, pp. 34 72 to 3496. 
31 Docket- VoL 7, pp. 3468 to 34 70. 
35 Docket- Vol. 7, pp. 3462 to 3466. 
3r' Docket- Vol. 7, pp. 3566 to 3567. 
37 Docket- VoL 7, pp. 3572 to 3574. 
3~ Docket- Vol. 7, pp. 3577 to 3578. 
39 Exhibit "R-7", Docket- Vol. 6, pp. 2889 to 2894; J\iiinutes of the hearing held on, and Order dated, November 

9, 2023, Docket- Vol. 7, pp. 3579 to 3581. 
411 Docket- VoL 7, pp. 3582 to 3585. 
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December 12, 2023.41 In the Resolution dated l=<'ebruary 16, 2024,42 the Court 
admitted all of respondent's offered exhibits. 

In view of respondent's Manifestation that he will adopt the arguments in 
his Answer as his Memorandum,43 and petitioner's l\!lemorandmJz,44 separately flied 
on April1, 2024, the present case was considered submitted for decision on April 
11,2024.45 

THE STIPULATED ISSUE 

The issue for this Court's resolution is "Whether the Petitioner is entitled 
to refund of alleged excess and unutilized input VA'"I' for taxable year 2019 in the 
amount of Five lvlillion Two Hundred Sixty Thousand Eight Hundred Ninety­
Four and 41/100 Pesos (PhP5,260,894.41)." 46 

Petitioner's arguments: 

Petitioner argues that it is entitled to a VAT refund for taxable year 2019 
in the amount of P5,260,894.41; that it complied with all the requisites of a valid 
refund; that it submitted all the required documents to support its application for 
refund; that it issued valid invoices for its zero-rated transactions pursuant to a 
valid Permit to Use Computerized Accounting System (PTU CAS) and are 
compliant with Sections 237 and 238 of the Tax Code; and that the modification 
of the header of system generated sales invoice (SI) from 'Charge Sales Invoice'' to 
"Commmial Invoice" does not constitute a system enhancement that resulted in 
the change in the system's release and/ or version number that warrants 
automatic revocation of petitioner's PTU CAS. 

Respondent's counter-arguments: 

In his Answer, respondent contends that petitioner's clain'l for refund in 

the amount of P5,260,894.41, representing alleged unutilized input VAT for 
taxable year 2019 were not fully substantiated by proper documents; that the 
petition must be dismissed for failure of petitioner to substantiate its 
administrative claim for refund; that the claim for tax refund must be denied 
due to petitioner's failure to comply with the requirements in Section 238 of the 
Tax Code, as amended; and that partaking the nature of exemptions, claims for 
refund are strictly construed against the claimant and cannot be allowed unless 
granted in the most explicit and categorical language/ 

<I Docket- Vol. 7, pp. 3588 to 3592. 
42 Docket- Vol. 7, pp. 3595 to 3596. 
'·'Docket- Vol. 7, pp. 3597 to 3599. 
·II Docket- Vol. 7, pp. 3601 to 3635. 
' 5 i\Iinute Resolution dated A.pril 11, 2024, Docket- Vol. 7, p. 3640. 
' 1' Issue to be Resolved, JSFI, Docket- Vol. 6, p. 3220. 
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THE COURT'S RULING 

The present Petition for Review must be denied. 

Requisites for the grant of the refund 
or issuance of tax credit certificate 
under the law. 

Section 112 of the NIRC of 1997, as last amended by Republic Act (RA) 
No. 10963,47 provides, in part, as follows: 

"SEC. 112. Refunds or Tax Credits of Input Tax.-

(A) Zero-Rated or Effedive!J 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 or paid attributable 
to such sales, except transitional input tax, to the extent that such 
input tax has not been applied against output tax: Provide~ 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 Sentralng 
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: Providecl,final!J, 
That for a person making sales that are zero-rated under Section 
108(B)(6), the input taxes shall be allocated ratably between his 
zero-rated and non-zero-rated sales. 

XXX XXX XXX 

(C) Period within wbith Refund of Input Taxes shall be Niade.- In 
proper cases, the Conunissioner shall grant a refund for creditable 
input taxes within ninety (90) days from the date of sublnission of 
the official receipts or invoices and other documents in support of 
the application filed in accordance with Subsections (A) and (B) 
hereof: Provide~ That should the Commissioner find that the grant~ 

17 :\N ,-\CT ArvfENDING SECTIONS 5, 6, 24, 25, 27, 31, 32, 33, 34, 51, 52, 56, 57, 58, 74, 79, 84, 86, 90, 91, 
97, 99,100,101,106,107, 108,109,110,112,114,116,127,128,129,145,148,149,151,155,171,174,175, 
177,178,179,180,181,182,183,186,188,189,190,191,192,193,194,195,196,197,232,236,237,249,254, 
264,269, AND 288; CREATING NEW SECTIONS 5L\, 148-A., 150-_c\., 150-B, 237-:\.,264-.-\, 264-B, _-\ND 
265-} .. ; I\.ND REPEALING SECTIONS 35, 62, ,-\ND 89; .-\LL UNDER REPUBLIC ,-\CT NO. 8424, 
OTHERWISE KNO\V'N AS THE NXI'ION_-\L INTERNAL REVENUE CODE OF 1997, _-\S 
AiviENDED, ,-\ND FOR OTHER PURPOSES. 
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of refund is not proper, the Commissioner must state in writing the 
legal and factual basis for the denial. 

In case of full or partial denial of the claim for tax refund, 
the taxpayer affected may, within thirty (30) days from the receipt 
of the decision denying the claim, appeal the decision with the 
Court of Tax Appeals: Provide~ however, That failure on the part of 
any official, agent, or employee of the BIR to act on the application 
within the ninety (90)-day period shall be punishable under Section 
269 of this Code." 

Based on the foregoing provision, jurisprudence has laid down certain 
requisites which the taxpayer-applicant must comply with to successfully obtain 
a credit/ refund of input VAT. Said requisites are classified into certain 
categories, to wit: 

As to the timeliness of the filing of the administrative and judicial 
claims: 

1. the refund claim is filed with the BIR within two years after the 
close of the taxable quarter when the sales were made;48 

2. that in case of full or partial denial of the refund claim, or the 
failure on the part of the Commissioner to act on the said claim 
within a period of ninety (90) days, the judicial claim has been 
filed with this Court, within thirty (30) days from receipt of the 
decision or after the expiration of the said 90-day period;49 

With reference to the taxpayer's registration with the BIR: 

3. the taxpayer is a VAT-registered person;50 

In relation to the taxpayer's output VAT: 

4. the taxpayer is engaged in zero-rated or effectively zero-rated 

sales;/" 

·IX Intel Tedmology PhilippineJ·, Im: v.r. CommiJ·Jioner o/ Intemal Revmue, G.R. No. 166732, /\pril 27, 2007; San &que 
P01ver Cotporation vs. ComtiJIJ"Jiomr ~/ Intemal Revenue, G.R. No. 180345, November 25, 2009; and AT&T 
Communications Servires Philippines, l;u. vs. CommiJsiomr ofintema/ Revenue, G.R. No. 182364, August 3, 2010. 

•19 Refer to Ene;:gy Developmellt Corporation !JS. Commis.riomr of Intemal Revenue, G.R. No. 203367, I\Iarch 17, 2021; 
CommiJJioner ofintemal Revenue IJS. CE Caseo1an !Water And Ene1;gy Company, lilt., G.R. No. 212727, February 1, 
2023; and CoJJ/11/tsJioner qflntema! Revemte PS. Vestas Servites Phi/tj;pines, lilt., G.R. No. 255085, I\Iarch 29, 2023. 

so Intel Tedi!IO!ogy Phi!ippineJ·, Im: vs. CommiJ"Jiomr qflntemal Reventte, supra; San &que Power Corporation vs. Commissioner 
o/Intemal Re/Jmtte, supra; and AT&T Com;mmimtion.r SemiceJ PhilippimJ, Int., !H. Comt!JIJ"J·ioner o/flltema! Retmltle, 
supra. 

51 Id. 



Page 8 of24 
DECISION 
CT.\ CASE NO. 10658 

5. for zero-rated sales under Section 106(A)(2)(a)(1), (2) and (b) 
and Section 108(B)(1) and (2),52 the acceptable foreign currency 
exchange proceeds have been duly accounted for in accordance 
with the Bangko S entrai ng Piiipinas (BSP) rules and regulations;53 

As regards the taxpayer's input VAT being refunded: 

6. the input taxes are not transitional input taxes;54 

7. the input taxes are due or paid; 55 

8. the input taxes claimed are attributable to zero-rated or 
effectively zero-rated sales. However, where there are both 
zero-rated or effectively zero-rated sales and taxable or exempt 
sales, and the input taxes cannot be directly and entirely 
attributable to any of these sales, the input taxes shall be 
proportionately allocated on the basis of sales volume;56 and 

9. the input taxes have not been applied against output taxes 
during and in the succeeding quarters. 57 

In addition, in claims for VAT refund/ credit, applicants must satisfy the 
substantiation and invoicing requirements under the NIRC and other 
implementing rules and regulations. 58 Thus, petitioner's compliance with all the 
VAT invoicing requirements is required to be able to flie a claim for input taxes 
attributable to zero-rated sales. 59 The invoicing and substantiation requirements 
should be followed because it is the only way to determine the veracity of the 
taxpayer's claims.60 l'Yioreover, it must be pointed out that compliance with all 
the VAT invoicing requirernents provided by tax laws and regulations is 
rnandatory. 61 

Strict compliance with substantiation and invoicing requirements is 
necessary considering VA'T's nature and VAT system's tax credit method, where 
tax payments are based on output and input taxes and where the seller's output 
tax becomes the buyer's input tax that is available as tax credit or refund in the 

~ 

52Under lL\. No. 10963, Section 106(A)(2)(a)(2) was renumbered to Section 106(A)(2)(a)(3) while Section 
1 06(z\.) (2) (b) was deleted. However, there was no corresponding amendment to the subsections cited in 
Section 112(,\) of the NIRC of 1997, as amended. 

»Intel TedJIIology PhilippineJ, Inc. t!J. CommiJJioner qfintemal l<.tvenue, supra; San Roque POJJJer Cotporatioll v.r. C.omttJiJJiomr 
ofinlemal &venue, supra; and AT&T Coml!lllllimtionJ Sen1iaJ P/Ji!ippineJ, Im~, /JJ. CommiJJiotzer q/Intema/ l<.tvenue, 
mpra. 

s" Id. 
55 Jd. 
sr, I11te! Tedmology P/;i/ippine.r, In~: v.r. CommiJJioner of Intema! Revmue, supra; and San Roque PoJI!er Cotpomtion VJ. 

CommisJioner q(Intemal &veuue, supra. 
57 Inte!Tedmo!ogy PhilippineJ, Im: VJ. CommiHiouer ofinternal &venue, supra; San &qm Pou;er CotporatiollliJ. CommiJJioner 

oflntema! &vmue, supra; and ATeYT ComtlltlltimtionJ Service.r PIJilippineJ, Itu. VJ. CommiJJioner ofintema! &venue, 
supra. 

5 ~ 'Team E~~ew Cotpomtio11 v.r. CommiJJioner oj'fntemal &wmte, et .req., G.R. Nos. 197 663 and 197770, March 14, 2018. 
5~ j.lvl. Pbi!ippimJ, Im: VJ. Commi.rJioner o/fntenw! &wnue, G.R. No. 171307, "\ugust 28, 2013. 
w Nippon ExpreJJ (P/Ji!tppiiliiJ) Corporation /IJ. Commi.r.rioner o/fntema/ &venue, G.R. No. 191495, July 23, 2018. 
r>1 Ea.rtem 1elecommunitation.r Phi!ippine.r, Int. VJ'. Commi.rJiomr olfntemal fut;ewte, G.R. No. 183531, .March 25,2015. 
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same transaction. It ensures the proper collection of taxes at all stages of 
distribution, facilitates computation of tax credits, and provides accurate audit 
trail or evidence for BIR monitoring purposes.62 

Furthermore, it must be emphasized that in cases flied before this Court, 
which are litigated de novo, party-litigants must prove every minute aspect of their 
case.63 Thus, it behooves petitioner to show compliance with each of the 
foregoing requisites and invoicing requirements. As a corollary, the absence of 
mry of the said requisites is already a valid ground to deny the refund claim. 

Petitioner's administrative and 
judicial clai1ns were timely filed. 

The first requisite provided in Section 112(A) of the NIRC of 1997, as 
amended, commands the taxpayer to file an administrative claim for input VAT 
refund within two (2) years from the close of the taxable quarter when the zero­
rated or effectively zero-rated sales were made. 

The present claim covers the pt to 4th quarters of taxable year 2019. 
Counting two (2) years from the close of the subject taxable quarters, petitioner 
had until the following respective dates to flle its administrative claim, viz 

,.--· 
Period Covered Last Day to File 

(2019) Close ofT rumble Quarter Ad111inistrative Claim 
1'' Quarter March 31,2019 March 31, 2021 
2"d Quarter June 30, 2019 June 30, 2021 
3rd Q uarter September 30, 2019 September 30, 2021 
4'11 Quarter December 31, 2019 December 31, 2021 

However, in view of the COVID-19 pandemic and pursuant to Section 
4(tt) of RA No. 1149464 signed into law on September 11, 2020, the statutory 
deadlines and timeliness for the filling and submission of any document were 
extended, to wit: 

"(tt) Moving of statutory deadlines and timelines for the filing 
and submission of any document, the payment of taxes, fees, and 

~ 

62 Team Enetgy Corporatio11 VJ·. CommiJJioner oflntemal RetJe!ltte, e! .req., supra. 

61 Edi.ron (Bataan) Cogeneration Cotporation v.r. Commi.r.rioner o/Intema/ 1\.evemte, et .req., G.R. Nos. 201665 and 201668, 
August 30, 2017; Commi.r.rio11er q/I11tema/ Re!Je!ltte v.r. Philippine Natio11al Bank, G.R. No. 180290, September 29, 
2014; CommiJJioner olfntemal Revetme v.r. United Salvage and Towage (Pbi!J.), Inc, G.R. No. 197 515, July 2, 2014; 
Dizon v.r. Cottrt q/TaxAppeal.r, eta!., G.R. No. 140944, i\pril30, 2008; Atla.r Con.rolidated lvlining and DeJ;e/opment 
Corporatio11 v.r. CommiJJioner of Internal Re/Jel/!le, G.R. No. 145526, l\Iarch 16, 2007; and CommiJJioner of lll!emal 
Revenue vJ. Ma11ila Mi11ing Corporatio11, G.R. No. 153204, August 31, 2005. 

(>IAN ACT PROVIDING FOR COVID-19 RESPONSE A.ND RECOVERY INTERVENTIONS _\ND 
PROVIDING l\IECI-L-\.NISI\IS TO "\CCELER_,\ TE THE RECOVERY AND BOLSTER THE 
RESILIENCY OF TI-IE PHILIPPINE ECONOMY, PROVIDING FUNDS THEREFOR, AND FOR 
OTHER PURPOSES, otherwise known as "Bayanihatt to Recowr AJ One Ad". 
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other charges required by law, and the grant of any benefit, in order 
to ease the burden on individuals under CQ65

;" 

To implement the same, Revenue Regulations (RR) No. 27-202066 dated 
October 6, 2020 was issued, where Section 5 thereof provides, in part, that "[i]f 
the deadline for the filing of the VAT refund claim falls within the ECQ or 
MECQ period, filing of the claim shall be extended for thirty (30) days after the 
lifting of the ECQ or MECQ. This applies to the affected areas of the processing 
offices or to the registered business address of the taxpayer-claimant where the 
restrictions are strictly enforced." 

In relation thereto, Revenue Iv!emorandum Circular (RMC) No. 39-2021 67 

dated Iv!arch 18, 2021 provides that "xxx following the temporary closure of 
VCAD until March 28, 2021, in compliance with the existing health protocols 
for the mitigation of the COVID-19 pandemic, the filing of VAT Refund, where 
the two (2)-year period within which to file the claim falls on March 31, 2021, 
shall be extended until April 12, 2021." 

Thereafter, RlviC No. 45-2021 68 was issued on April 5, 2021, which 
provides that the extended deadline for filing of VAT refund applications with 
the VCAD which falls due on April12, 2021 per RNIC No. 39-2021 is thirty (30) 
days from the lifting of the ECQ (Enhanced Community Quarantine). 

T'he National Capital Region (NCR), among others, was then placed under 
Iv!odified Enhanced Community Quarantine (IviECQ) from April 12, 2021 to 
April 30, 2021, and from Iv!ay 1, 2021 to Iviay 14, 2021, pursuant to the Inter­
Agency Task Force for the Management of Emerging Infectious Diseases 
(IATF) Resolution Nos. 109-A dated April10, 2021, and 113-A dated April29, 
2021, respectively. 

Thereafter, the NCR, among others, was then placed under General 
Community Quarantine (GCQ), starting 1'v1ay 15, 2021 until J'vlay 31, 2021, 

pursuant to IAT'F Resolution No. 115-A dated Iv!ay 13,2021. 
~ 

1•5 Community Quarantine. 
66 SUBJECT: Regulations Suspending the Filing and Ninety (90)-Day Processing of Value-Added Tax 

(V"\ T) Refund Claims "\nchored Under Section 112 of the Tax Code of 1997, as "\mended, 
in Relation to Section 4 (tt) of Republic Act (R.A .. ) No. 11494, Otherwise Known as the 

1•7 SUBJECT: 

c.H SUBJECT: 

"Bayanihan to Recover as One Act". 
Extension of the Deadline for the Filing of Applications and Suspension of the Ninety (90)­
Day Processing of Value-Added Tax (VAT) Refund Claims Pursuant to Section 112 of the 
Tax Code of 1997, as Amended by the ItA No. 10963 [fR.MN Law) with the VAT Credit 
Audit Division (\'CAD). 
Extension of the Deadline for the Filing of Position Papers, Replies, Protests, Documents and 
Other Similar Letters and Correspondences in Relation to Ongoing BIR Audit Investigations, 
and Filing of VAT Refund with VAT Credit Audit Division (VCAD). 
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Hence, petitioner's administrative claim for refund for the subject period 
was timely filed on Niay 11, 2021.69 Notably, the administrative claim for refund 
relative to the pt quarter of taxable year 2019 was filed within the extended 
deadline. 

The Jetond requisite stated in Section 112(C) of the NIRC of 1997, as 
amended, grants the BIR a period of ninety (90) days from date of submission 
of the official receipts or invoices and other supporting documents, to decide on 
the taxpayer's administrative claim for input VAT refund, in turn, the taxpayer 
may appeal to the Court within thirty (30) days from receipt of the decision 
denying its claim or after the lapse of the said ninety (90)-day period. 

As already noted, the administrative claim was filed by petitioner on May 
11, 2021. Accordingly, respondent had ninety (90) days therefrom, or until 
August 9, 2021, within which to decide on petitioner's claim for refund. 

However, applying Revenue Regulations No. 27-2020 and pursuant to 
IATF Resolution No. 130-A, since the risk classification of the National Capital 
Region (NCR) was elevated to ECQ beginning August 6, 2021, and considering 
that the 90-day period was originally set to expire on August 9, 2021, the 90-day 
period was effectively suspended and only resumed 30 days from September 16, 
2021, when the NIECQ status was lifted on October 16, 2021. Thus, petitioner 
had thirty (30) days from receipt thereof, or until November 15, 2021, to file an 
appeal before this Court. The present Petition for Review was filed on October 29, 
2021.7° Correspondingly, petitioner's judicial claim for refund was likewise timely 
instituted. 

Given the foregoing, petitioner complied with the above-stated fint and 
second requisites. 

Petitioner is a VAT-registered entity. 

Petitioner fulfilled the third requisite considering that it is a VAT-registered 
taxpayer with TIN 005-211-258-000, as shown in its BIR Certijicate of Registration 
No. OCN 2RC0001113617.71 

Petitioner failed to establish that it 
was engaged in zero-rated sales 
during the taxable year 2019. 

~ 

m Exhibits "P-16", "R-2" and "P-24", BIR records (Exhibit "R-6"), pp. 113 to 117. 

711 Docket- Vol. I, pp. 5 to 33. 
71 Exhibit "P-6", Docket- Vol. 7, p. 3504. 
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The fourth and fifth requisites, respectively, require that the taxpayer is 
engaged in zero-rated or effectively zero-rated sales; and that for zero-rated sales 
under Section 106(A)(2)(a)(1), (2) and (b); and 108(B)(1) and (2) of the NIRC of 
1997, as amended, the acceptable foreign currency exchange proceeds have been 
duly accounted for in accordance with BSP rules and regulations. 

Petitioner was established with the primary purpose: "to develop, manage, 
own, lease and operate agricultural lands, pasture landJ~ ranches, fishponds; to engage in the 
planting and cultivation of bananm and other farm products; to eng1..zge in the raising; breeding, 
croJJ-breeding; fattening and pmtttri.ng of cattle, hog, poultry and szmilar stockJ~· and in general 
tttzdertczke or carry on all kinds of studieJ~ e:>..peri.mentJ~ mltivati.on, storage, and trading in all 
kinds of agri.mltural, livestock and fishery products atld its ry-prodttds in the Philippims or 
elsewhere". 72 

Petitioner claims that during its years of operations, it focused on growing 
Cavendish bananas which were heavily exported to the Japanese market.73 Thus, 
petitioner believes that it is engaged in zero-rated export sales covered by Section 
1 06(A) (2) (a) (1) of the NIRC of 1997, as amended/4 which reads as follows: 

"SEC. 106. Value-added Tax on Sale of Goods or Properties. -

(A) Rate and Base ofTax.- xxx 

(1) XXX 

(2) The following sales by VAT-registered persons shall 
be subject to zero percent (0%) rate: 

(a) Export Sales.- The term 'export sales' means: 

(1) T'he sale and actual shipment of goods from the 
Philippines to a foreign country, irrespective of any shipping 
arrangement that may be agreed upon which may influence or 
determine the transfer of ownership of the goods so exported and 
paid for in acceptable foreign currency or its equivalent in goods or 
services, and accounted for in accordance with the rules and 
regulations of the Bangko Sentral ng Pilipinas (BSP)." 

Based on the foregoing provision, in order for an export sale to qualify as 
VAT zero-rated, the following essential elements must be present: 

1. The sale was made by a VAT registered person; 
2. There was sale and actual shipment of goods from the 

Philippines to foreign country; and/V"' 

72 Exhibit "P-2", Docket- Vol. I, pp. 43 to 54; Exhibit "P-13'', BIR Records (Exhibit "R-6"), pp. 23 to 30. 
n Par. 11, Statement of Facts and Antecedent Proceedings, j\;femorandmn, Docket- Vol. 7, p. 3603 
7·1 Par. 54.3, Discussion, Nfemorand;m;, Docket- Vol. 7, p. 3614. 



Page 13 of 24 
DECISION 
CTA. CASE NO. 10658 

3. The sale was paid for in acceptable foreign currency accounted 
for in accordance with the rules and regulations of the BSP. 

As for the first essential element, it has been settled that petitioner is a 
VAT -registered entity, as already discussed in the third requisite. 

Parenthetically, it is noted that petitioner is also registered witl1 the Bureau 
of Customs (BOC) having been issued with BOC Certificate of Registration dated 
April 30, 2018.75 It is likewise a Board of Investrnent (BOI)-registered entity as 
evidenced by Certijicate of Registration No. 2019-266 dated December 2, 2019/6 

and a Department of Trade and Industry (DTI)-registered entity per Certijimte of 
Accreditation issued on january 4, 2019.77 

Relative to the second essential element is Section 113(A) and (B) of the 
NIRC of 1997, as amended, as implemented by Section 4.113-1 (A) and (B) of 
RR No. 16-2005,78 as amended, which provide that any VAT-registered person 
claiming VAT zero-rated or considered export sales must present, at the 
minimum, the following supporting documents: 

1. VAT sales invoice as proof of sale of goods; and 
2. Bill of lading or airway bill as proof of actual shipment of goods 

from the Philippines to a foreign country. 

Section 113(A) and (B) of the NIRC of 1997, as amended, and Section 
4.113-1(A) and (B) ofRR No. 16-2005, are quoted hereunder for easy reference, 
to wit: 

"SEC. 113. Invoicing and Ac-counting Requirements for VAT­
registered Persons.-

(A) Invoicing Requirements. - A VAT-registered person shall 
1ssue: 

(1) A VAT invoice for every sale, barter or exchange of 
goods or properties; and 

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

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

/ 

75 Exhibit "P-3", Docket- VoL 7, p. 3498. 
7(, Exhibit "P-5", Docket- VoL 7, p. 3500. 
77 Exhibit "P-4", Docket- Vol. 7, p. 3499. 
n SUBJECT: Consolidated Value-.-\Jded Tax Regulations of 2005. 
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(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, ]'hat: 

(a) The amount of the tax shall be shown as a separate item 
in the invoice or receipt; 

(b) If the sale is exempt from value-added tax, the term 
'VAT -exempt sale' shall be written or printed prominently on the 
invoice or receipt; 

(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; 

(d) If the sale involves goods, properties or services some of 
which are subject to and some of which are VAT zero-rated or 
VAT-exempt, the invoice or receipt shall clearly indicate the break­
down of the sale price between its taxable, exempt and zero-rated 
components, and the calculation of the value-added tax on each 
portion of the sale shall be shown on the invoice or receipt: Provided, 
That the seller may issue separate invoices or receipts for the 
taxable, exempt, and zero-rated components of the sale. 

(3) The date of transaction, quantity, unit cost and 
description of the goods or properties or nature of the service; and 

( 4) In the case of sales in the amount of One thousand pesos 
(P1,000) or more where the sale or transfer is made to a VAT­
registered person, the name, business style, if any, address and 
Taxpayer Identification Number (TIN) of the purchaser, customer 
or client." 

"SEC. 4.113-1. Invoidng ReqHirements. -

(A) A VAT-registered person shall issue: -

(1) A VAT invoice for every sale, barter or exchange of 
goods or properties; and 

(2) A VAT official receipt 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 

r-V' 
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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) I;iformation contained in VAT invoice or VAT official m:eipt. 
- The following information shall be indicated in VAT invoice or 
VAT official receipt: 

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

(a) The amount of tax shall be shown as a separate item in 
the invoice or receipt; 

(b) If the sale is exempt from VAT, the term "VAT-exempt 
sale" shall be written or printed prominently on tl1e invoice or 
receipt; 

(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; 

(d) If the sale involves goods, properties or services some of 
which are subject to and some of which are VAT zero-rated or 
VAT-exempt, the invoice or receipt shall clearly indicate the break­
down of the sale price between its taxable, exempt and zero-rated 
components, and the calculation of the VA'T on each portion of 
the sale shall be shown on the invoice or receipt. The seller has the 
option to issue separate invoices or receipts for the taxable, exempt, 
and zero-rated components of the sale. 

(3) In the case of sales in the amount of one thousand pesos 
(Pl ,000.00) or more where the sale or transfer is made to a VAT­
reg-istered person, the name, business style, if any, address and TIN 
of tl1e purchaser, customer or client, shall be indicated in addition 
to the information required in (1) and (2) of this Section." 

In addition to the above requirements, the sales invoices and official 
receipts supporting the export sales must be duly registered with the BIR as 
prescribed under Section 23 7, in relation to Section 238 of the NIRC of 1997, as 
amended, viz./ 
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"SEC. 237. lJmance ojReceiptJ or SaleJ or Commercial InvoiceJ.-

(A) lJmance.- All persons subject to an internal revenue tax 
shall, for each sale or transfer of merchandise or for services 
rendered valued at One hundred pesos (P1 00.00) or more, issue 
duly registered receipts or sale or commercial invoices, showing the 
date of transaction, quantity, unit cost and description of 
merchandise or nature of service: Provide~ however, That where the 
receipt is issued to cover payment made as rentals, commissions, 
compensation or fees, receipts or invoices shall be issued which 
shall show the name, business style, if any, and address of the 
purchaser, customer or client: Provide~ further, That where the 
purchaser is a VAT-registered person, in addition to the 
information herein required, the invoice or receipt shall further 
show the Taxpayer Identification Number (TIN) of the purchaser. 

XXX XXX XXX 

SEC. 238. Printing of ReceiptJ or Sales or Commercial Invoices. -
All persons who are engaged in business shall secure from the 
Bureau of Internal Revenue an authority to print receipts or sales 
or commercial invoices before a printer can print the same 

No authority to print receipts or sales or commercial 
invoices shall be granted unless the receipts or invoices to be 
printed are serially numbered and shall show, among other things, 
the name, business style, Taxpayer Identification Number (TIN) 
and business address of the person or entity to use the same, and 
such other information that may be required by rules and 
regulations to be promulgated by the Secretary of Finance, upon 
recommendation of the Commissioner." 

Accordingly, only export sales supported by the above-stated documents 
shall qualify for VAT zero-rating under Section 1 OG(A) (2) (a) (1) of the NIRC of 
1997, as amended. 

In its Amended Qttatterjy VAT RetttrnJ (BIR Form No. 2550-Q) for the 
taxable year 2019,79 petitioner declared total sales in the amount of 
P369,647,378.97, which includes zero-rated sales 111 the amount of 
P363,969,751.30, as shown below: 

Taxable year 2019 1•1.Quarter. znct Quarter 3rd Quarter 4'h Quarter TOTAL 
--

\'a table oalco ~ 798,002.33 ~ I ,823,553.50 p 2,459,720.67 p 596,351.17 p 5,677,627.67 

Zero-rakJ sales 69,899,236.51 ll0,876,340.84 87,600,444.89 95,593,729.06 363,969,751.30 

Exempt sales 0.00 0.00 0.00 0.00 0.00 

Total Sales p 70,697,238.84 ¥112,699,894.34 P90,060,165.56 P96,190,080.23 P369,647 ,378.97 

70 Exhibits "P-17" to "P-17-3", BIR Records (Exhibit "R-6"), pp. 34 to 41. 
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As already noted, in the letter dated August 5, 2021,80 respondent denied 
in full petitioner's claim for input VAT refund amounting to P7,561,458.39, for 
taxable year 2019. The BIR explained therein the reasons for the denial of the 
refund claim, viz: 

"Evaluacion and verificacion of the subject claim was conducted based 
on the docum.ents subnutted upon filing of the application for VAT refund, as 
mandated under Seccion 11 of Revenue Memorandum Order (RMO) No. 4 7-
2020, the following vital observations were noted, to wit: 

1. Deductions from claim: 
Disallowed input tax due to non-compliance with the invoicin~ requirements l'bp 36,069.3--1 
Discrepancy of claimed input t<lx per application and per documents submitted 

Over-claimed input tax 
Allocate input tax on unremitted export sales 

Total Deductions from Claim 

2. Facts of your case disclosed that there was an issued Pernut to Use 
(PTU) Computerized Accounting System (CAS) No. 
1810_0112_PTU_CAS_000350 approved on October 10, 2018. The 
said permit covers your complete CAS, computerized books of 
accounts and the use/pr.incing of system-generated accouncing records, 
which .include among others the issuance of CHARGE INVOICES 
with serial range from 0000001 to 9999999. Issuance of the 
abovementioned CAS Permit was likewise verified and affirmed by the 
Assistant Commissioner, Client Support Service. However, scruciny 
and analysis of percinent documents revealed that you issued 
Commercial Invoices for your sale of goods for taxable year 2019, 
instead of Charge Invoices notwithstanding that the said CAS Permit 
approved the issuance of the latter and not otherwise. 

Section V(P) of RMO No. 29-2002 in relation to RMO No. 21-2000 
scipulates that a taxpayer shall apply for a new permit to use CAS 
in case of any system enhancetnent that shall result in change in 
systems release and/ or version number. In case a taxpayer is found 
using an enhanced system without the approval of the BIR, the 
permit originally issued shall be deemed automatically revoked 
from the time the enhanced system is adopted. Conversely, you 
were not able to show documents to prove whether an 
enhancement and/ or modification on the said CAS Permit was 
requested from and approved by the concerned RDO relative to 
the foregoing concern. 

XXX. 

Clearly in your case, the Commercial Invoices not covered by the BIR 
approved CAS Permit have no probative, and ate likewise deen1.ed 
secondary corroboracing documents only pursuant to the afore-cited 
Rl\IIC. Hence, you were not able to comply with one of the requisites 
in establishing VAT zero-rated sales, which is the issuance of a valid 
Sales Invoices for your alleged zero-rated sale of goods. In this regard, 
you were not able to prove its zero-rated sales amouncing to 
Php363,969,751.30. 

/V"' 

Ho Exhibits "P-1" and "R-5", Docket- Vol. I, pp. 38 to 42. 

133,91 tl.33 ___ 
~,0 12,03~.19 

-~ 18,5~--I.J2_ 
Php2,300,563. 98 
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" XXX. 

Considering that petltloner is already amenable to respondent's 
disallowance of its input VAT in the total amount of Php2,300,563. 98, petitioner 
therefore only assails in the present Petition the denial of its input VAT amounting 
to P5,260,894.41, which pertain to the above disallowed zero-rated sales of 
P363,969,751.30 due to the alleged issuance of invalid sales invoices. 

In construing the term "system enhancement", petitioner invokes Section 
II.AA of Revenue :J\1emorandum Order (RlviO) No. 29-200281 and advances that 
renaming of the header of the invoice- from "Charge Invoice" to "Commercial 
Invoice"- is not considered a change or 111odification in the system software or 
architecture components of the CAS so as to constitute system enhancement.8:2 

To support its position, petitioner offered the testim.ony of Mr. 1\hrlon 
D. Dumail, the Manager of the ICT Department of petitioner, through his 
Judicial Affidavit, as follows: 83 

"Q11: You mentioned that you prepared a document entitled 'Computerized 
Accounting System (CAS) No Enhancement Narrative Report'. If shown a 
copy of this Report, will you be able to identify the same? 

A11: Yes. 

Q12: I am showing you a copy of the Computerized Accounting System (CAS) No 
Enhancem.ent Narrative Report. What is the relationship of this document to 
the one you are referring to? 

A12: That is tl1e same Report that I am referring to. 

XXX. 

Q14: You mentioned in the Report that changing the header of Petitioner's system­
generated sales invoices does not constitute a systen1. enhancement on 
Petitioner's CAS, what do you mean by this? 

A 14: System enhancement is defined in Section II.AA of RNIO No. 29-2002 as 'any 
change or modification in the system software or architecture components of 
a computerized application system that will add value or further improve the 
syste1n.' 

In the case of Petitioner's CAS, changing the header name of the system­
generated sales invoices does not add value nor improve the Petitioner's CAS. 

To elaborate, all data entry changes in the financial system are covered by the 
audit trail log. This audit trail log is illustrated at the Annex C of the Report. 
On the other hand, the change in the header of the sales invoices from 'Charge 
Sales Invoice' to 'Commercial Invoice' is 'coded' in the programming 'stored 
procedure progranu1.1.ability' and used at program runtime. This 'stored 

~ 
HI Par. 68, Discussion, Memorandm11, Docket- Vol. 7, p. 3622. 
HZ Par. 71, Discussion, lVJemorandum, Docket - Vol. 7, p. 3622. 
81 .Judia'al AfjidaPit of'Jivlar!ott D. Dum ail, Docket- Vol. 6, pp. 2986 to 2988. 
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procedure programmability' can be seen at Annex D of the Report. The 
'stored procedure programmability' only defines the display or presentation of 
the 'table' of contents on the user's interface, which includes the form headers 
and print layout. Hence, changes in the header of the system-generated sales 
invoices will not affect the contents of the underlying tnodules and sub 
111.odules within the accounting system. Further, this will not also affect the 
integral recognition and computation of all financial transactions. 

Put simply, changing the header of the system-generated sales invoice from 
'Charge Sales Invoice' to 'Commercial Invoice' is simply a nominal or formal 
change which adds no value nor improvement in the system. 

Q15: Aside fron1 not being a system enhancement as defined under Section II.1\A 
of RMO No. 29-2002, what other issues, if any, were covered and clarified by 
your Report? 

A 15: The amendment of the header is a modification that does not result in change 
in the systems release and/ or version number of Petitioner's CAS. As 
illustrated in Annex B of our Report, despite said modification, Petitioner's 
CAS remains to be SAP Business One, version 9.2 (9.20.170) PL:07 (32-bit), 
released on 06 October 2017. 

Q16: What else can you say about said modification, if any? 

A 16: The modification in the heading of the system-generated sales invoice does 
not affect the financial aspect of the CAS. 

In fact, side-by-side comparison of the Charge Sales Invoice submitted by 
Petitioner during its CAS application and the Commercial Invoice later issued 
to its clients would show that both are the same on all material respects. No 
improvements or substantial modifications on the contents of the invoice 
were made. 

xxx." 

We agree with petitioner. 

Section II.AA of RlvfO No. 29-2002,84 defines "systern. enhancement" as 
any change or modification in the system software or architecture components 
of a computerized application system that will add value or further improve the 
system. 

Relative thereto, Section V(P) of the sanl.e Rule states that the taxpayer 
shall apply for a new permit to use CAS in case of any system enhancement that 
shall result in change in systems release and/ or version number. In case a 
taxpayer is found using an enhanced system without the approval of the BIR, the 
permit originally issued shall be deemed automatically revoked from the time the 
enhanced system is adopted./ 

H-I SUBJECT: Revised Procedures in the Processing and /1.pproval of Application for Permit to /\.clopt 
Computerized Accounting System (C\S) or Components Thereof "-\mending RJ\IO No. 21-
2000. 
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In this case, the PTU CAS No. 1810_0112_PTU_CAS_000350 issued on 
October 10, 2018 to petitioner indicates the following approved software/ system 
description:85 

":tvlain Software/ Core System 

Software Name 
Version Number 
Release No. and/ or Date 

SAP Business One 
Version 9.2 PL 07 

2017" 

Clearly, the above version and release number remain to be used by 
petitioner despite the change in the header name of its invoice as presented in its 
Computerized Accounting System (CAS) No Enhancement Narrative Report~ 86 

Considering the explanation of petitioner's witness, coupled with the 
documentary evidence presented, petitioner was able to show that the change in 
the header name of its invoice from "Charge Invoice" to "Commercial Invoice" 
do not constitute system enhancement that will require a new PTU CAS Permit 
from the BIR. 

However, to this Court's mind, whether petitioner had a "system 
enhancement" is of no moment. 

The Court still finds the commercial invoices presented by petltloner 
insufficient to support its VAT zero-rating sales transactions since these are only 
supplementary documents vis-a-vis charge sales invoice which is a principal 
document, as respectively defined in RR No. 18-2012,87 which implements the 
aforequoted Section 23 7 of the NIRC of 1997, as amended, to wit: 

"2. PRINCIPAL RECEIPTS/INVOICES - for purposes of 
this regulations, it is written account evidencing the sale of 
goods and/ or services issued to custorners in an ordinary course 
of business which necessary includes the following: 

2.1 VAT SALES INVOICE- for purposes of Value Added 
Tax (VAT) pursuant to Section 106 of the NIRC, as 
amended, it is a written account evidencing the sale of 
goods and/ or properties issued to customers in an 
ordinary course of business, whether cash sales or on 
account (credit) which shall be the basis of the output 
tax liability of the seller and the input tax claim of the 

H5 Exhibit 'P-10", Docket- Vol. 7, pp. 3514 to 3519. 
Ho Exhibit "P-45", Docket- Vol. 7, pp. 3549 to 3559. 

~ 

H7 SUBJECT: Regulations in the Processing of } ... uthority to Print (/;, TP) Official Receipts, Sales Invoices, and 
Other Commercial Invoices using the On-line ATP System and Providing for the "-\dditional 
Requirements in the Printing Thereof. 
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XXX 

buyer. Cash Sales Invoices and Charge Sales Invoices 
fall under this definition. 

3. SUPPLEMENTARY RECEIPTS/INVOICES for 
purposes of these Regulations, these are also known as 
COMMERCIAL INVOICES. It is a written account 
evidencing that a transaction has been made between the seller 
and the buyer of goods and/ or services, forming part of the 
books of accounts of a business taxpayer for recording, 
monitoring and control purposes. 

It is a document evidencing delivery, agreement to 
sell or transfer of goods and services which includes but are 
not limited to delivery receipts, order slips, debit and/ or credit 
memo, purchase order, job order, provisional/temporary 
receipt, acknowledgement receipt, collection receipt, cash 
receipt, bill of lading, billing statement, statement of account, 
and any other documents, by whatever name it is known or 
called, whether prepared manually (handwritten information) or 
pre-printed/pre-numbered loose-leaf (information typed using 
excel program or typewriter) or computerized as long as it is 
used in the ordinary course of business being issued to 
customers or otherwise. 

Supplementary receipts/invoices, for purposes of Value­
Added Tax, are not valid proof to support the claim of Input 
Taxes by buyers of goods and/ or services." (Emphases and 
tmder.rtoring added) 

Relative thereto, RMC No. 2-201488 provides as follows: 

"Revenue Regulations No. 18-2012, Revenue Memorandum 
Order (RIVIO) No. 12-2013 in relation to Sections 106, 108, 113 
and other pertinent provisions of the National Internal Revenue 
Code (NIRC), as amended, mandate that: 

1. Sales Invoice (Cash or Charge) shall be issued 
as Princ-ipal evidence in the sale ~[good.r and/ or propertie.r; 

2. Official Receipt shall be issued as Principal evidence in 
the sale if .rervice.r and/ or lease if properties; and 

3. Comtnercial Receipts/Invoices such as delivery receipts, 
order slips, purchase orders, provisional receipts, 
acknowledgment receipts, collection receipts, credit/ debit 
memo, job orders and other similar documents that form/ 

33 SUBJECT: Clarification on the Issuance of Official Receipt as Required by Government "\uditors as Evidence 
of Receipt of Payment for Disbursements \\There the Payee/Recipient is a Dealer, Supplier 
or "\ny Business Establishment Required by the Bureau of Internal Revenue to Issue Such. 
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part of the accounting records of the taxpayer and/ or issued 
to their customers evidencing delivery, agreement to sell or 
transfer of goods and serv1ces, shall 
be Supplementary evidence only. 

XXX. 

In view thereof, this Circular is hereby issued to reiterate that 
the provisions set forth in RR No.18-2012 and RNIO No. 12-2013, 
in the issuance of Principal and/ or Supplementary 
Receipts/Invoices in the ordinary course of business and the 
consequent examination of evidence of receipt of payment, shall be 
strictly observed." (Emphases and tmderJCoring added) 

Prescinding from above, a commercial invoice has the following 
characteristics: 

(1) It is a document evidencing delivery, agreement to sell or transfer 
of goods and services; 

(2) It is for recording, monitoring and control purposes of the 
taxpayer; and 

(3) It is not valid proof to support the claim of input tax. 

In contrast, a charge sales invoice falls under the category of a "VAT 
SALES INVOICE", since it is a written account evidencing the sale of goods 
and/ or properties issued to customers in an ordinary course of business, which 
shall be the basis of the output tax liability of the seller and the input tax claim 
of the buyer. 

Correspondingly, it is clear that only sales invoices (whether cash or 
charge) shall be issued and considered as principal evidence for sale of goods 

and/ or properties which shall be the basis of the output tax liability of the seller 
(whether 12% or 0%). Thus, for the purpose of VAT zero rating, the commercial 
invoices issued by petitioner do not suffice since these are mere supplementary 
documents. In other words, the said commercial invoices, being merely 
considered as supplementary receipts/invoices, cannot be treated as equivalent 
to "VAT SALES INVOICE" or as proof of zero-rated sales. 

Verily, petitioner failed to show compliance with the aforementioned 
second essential element and fourth requisite. In other words, it has fallen short in 
establishing that its sales of goods qualify for VAT zero-rating under Section 
106(A)(2)(a)(1) of the NIRC o£1997, as amended. 

/ 
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Considering petitioner's failure to establish its zero-rated or effectively 
zero-rated sales for the 1st to 4rh quarters of taxable year 2019, the present PetitioN 
for Review must necessarily fail. Hence, it becomes unnecessary to look into 
petitioner's compliance with the other remaining requisites. 

As final note, it is the taxpayer-claimant that has the burden of proof to 
establish the factual basis of his or her claim for tax credit or refund. 89 Tax 
refunds are in the nature of tax exemptions. As such, they are regarded as in 
derogation of sovereign authority and to be construed JtrictiJSimijz-triJ against the 
person or entity clairning the refund?J Thus, an applicant for a claim for tax 
refund or tax credit must not only prove entitlement to the claim but also 
compliance with all the documentary and evidentiary requirements. 91 Strict 
adherence to the conditions prescribed by law is required of the taxpayer. 92 

WHEREFORE, in light of the foregoing disquisition, the present Petition 
for Review is DENIED for lack of n1erit. 

SO ORDERED 

WE CONCUR: 

MARIARO 

MA. BELEN M. RINGPIS-LIBAN 
AJJociate jNJtice 

ttJtice 

co~"t.' 
ASJociate ]wtice 

H9 Citibank NA. /J.f. Co1111 ojAppea!J and Commi.fJioner oj"Intemal Revmue, G.R. No. 107 434, October 10, 1997. 
911 Comminiomr ~/Internal Ret'eJIIJe v. S'.C Jo!I!IJOII and S' 011, Int., eta!., G.R. No. 127105, June 25, 1999. 
91 EaJlem Telew!mmmic~:ttions PhilippineJ, Inc. v.r. Commi.uioner ~/Intema/ Revemte, G.R. No. 183531, i\Iarch 25, 2015, 

d!ingJ.lL4. Phi!ippineJ·, Int. IJ.r. CIR, G.R. No. 171307, August 28,2013. 
92 Steag State P01ver, Im·. (Formerly State PoJ/Ier Dewlopment Cotporation) v.r. Commi.uioner o/Intema/ ReJJenue, G.R. No. 

205282,January 14,2019. 
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ATTESTATION 

I attest 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. 

L. ~ -, '----· 
MA. BELEN M. RINGPIS-LIBAN 

AJJodate jttstice 
CbairperJon 

CERTIFICATION 

Pursuant to Article VIII, Section 13 of the Constitution, and the Division 
Chairperson's Attestation, 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. 

GO 
ROMAN G. DEL ROSARIO 

Presiding J ttstice 


